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567

1 PROCEEDI NGS

2 (Transcript follows in sequence from

3 Volume 5.)

4 CONTI NUED EXAM NATI ON

5 BY MR WRI GHT:

6 Q Thank you.

7 And the sane is true of the new conbustion

8 turbines, isn't it?

9 A Yes.
10 MR, VWRI GHT: Thank you.
11 Ckay. | have a -- | do have two exhibits.
12 Ch, shoot. | got taken out of order --
13 CHAI RVAN BROMN:  You di d.
14 MR WRIGHT: -- and | didn't pass -- give them
15 to the staff yet.
16 CHAI RMAN BROWN:  That's okay, M. Wight.
17 Your intentions were good, there.
18 MR, WRI GHT: Thanks.
19 CHAI RMVAN BROWN:  Two -- that's two exhibits,
20 M. Wight, total for this wtness?
21 MR, VWRI GHT: Yes, Madam Chair.
22 CHAI RMAN BROWN:  Thank you.
23 M. Wight, |I'massum ng you have a preference
24 I n which you want these | abeled, but we are at 586
25 and 587.
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M5. BROMLESS: Do we know which one is --

MR, WRIGHT: Thank -- thank you. Yes, the one
I would |ike at 580 -- marked as 586 woul d be the
excerpts fromthe PSC s review of Florida QU s
2014 service reliability reports.

CHAI RMVAN BROWN:  Ckay. So mar ked.

(Wher eupon, Exhibit No. 586 was marked for
i dentification.)

MR, WWRI GHT: Thank you.

And then the other one, which is an excer pt
fromFPL's 2016 report on distribution reliability
I would |ike marked as 587.

CHAI RMAN BROWN:  Thank you.

(Wher eupon, Exhibit No. 587 was marked for
i dentification.)

MR. WRIGHT: | do have one note on that one.
And it is this: | did give Ms. Mncada and
M. Reed each a copy of the PSC s report. |
entered -- in an earlier break, | gave Ms. Mincada
a copy of what is now marked as 587.

| did not give them copies of the conplete

docunent because they are 915 pages long -- the
docunent is 915 pages long. It is a filing nade by
FPL. It is available on your -- i.e., the

Commi ssion's -- website.
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1 If there is a problem |'m happy to get CDs or
2 kill a fewtrees and show up with them but |
3 didn't think -- it's offered -- it's really offered
4 to update the reliability data that's shown in
5 the -- in the 2014 PSC sunmary report. That's all.
6 | didn't think it was necessary.
7 CHAI RMAN BROWN:  Ckay. Thank you. You can
8 pr oceed.
9 MR, WRI GHT: Thank you, ma'am
10 BY MR WRI GHT:
11 Q M. Reed, | believe that in sone cross-
12 exam nation responses to M. Sayler's question, you
13 testified that Florida Power & Light's SAIFI, System
14  Average Interruption Frequency |ndex, had inproved?
15 A Yes.
16 Q Ckay. | would like to -- what source did you
17 use for that information?
18 A It was conpany-supplied information, but I
19 believe it is consistent with the reports to the Florida
20 Conmmi ssi on.
21 Q Ckay. If | could ask you to | ook at what has,
22 now, been marked as Exhibit 586 -- it's the thicker one
23 of the two actual exhibits. |If you could, turnto
24 Page 77 in that docunent. W agree that that -- that
25 docunent shows both a graphic and nunmeric representation
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1 of the SAIFI information for Florida's five investor-

2 owned utilities?

3 A Yes, | see that.

4 Q Ckay. If you could, read the table and tel

5 me what FPL's SAIFI was in 2010.

6 A And to just be clear, the transcript is

7 correct, we're tal king about SAIFI, S-AIl-F-1.

8 Q Correct.

9 A And FPL's ratings over 2010 to 2014 are 0.92,
10 0.97, 0.90, 0.89, and 0.99.

11 Q kay. So, it's actually roughly seven -- 7 to
12 8 percent higher in 2014 than it was in 2010, correct?
13 A Yes, if we're looking at just those two years.
14 Q Thanks.

15 And just while we're there on that page,

16 you'll also agree that FPL's SAIFI for 2014 was greater
17 than both Qulf's and Tanpa Electric's, and | ess than

18 Duke's and FPUC s, correct?

19 A In 2014, it was greater than Gulf and Tanpa,
20 and |l ess than Duke and FPUC.

21 Q Thank you.

22 Are you famliar with the reliability netric
23 or the reliability statistic known as L-BAR?

24 A Only vaguely. It's not one that | use.

25 Q "' m curious, have you ever used it in
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1 evaluating or benchmarking reliability of any utility?

2 A No, | don't believe so.

3 Q Do you know what the definition is?

4 A | believe it is the average of custoner

5 servi ce outage events lasting a mnute or |onger.

6 Q Aver age over what?

7 A Again, I'm-- can't tell you that.

8 Q Ckay. Well, tell you what, let's |ook at --

9 let's look at Exhibit 587 for a mnute. And we'll go
10 back to SAIFI first. And | do note that this -- oh,

11 this was actually filed with the Conm ssion on

12 March 1st, 2016. So, technically it was filed with the
13 Comm ssion before you filed your testinony.

14 But do |I understand correctly that you did not
15 | ook at this previously to today?

16 A And this is 587 we're tal king about?

17 Q 587, yes, sir. If you see the first page in
18 Is there the transmttal letter fromM. Gorland [sic]
19 to the Conm ssion clerk dated March 1st.

20 A That's correct. | have not seen this before.
21 Q Ckay. Just to update the SAIFI for 2015, if
22 you |l ook at Page 92, which is the next-to-last page in
23 the -- in the docunent, will you agree that the reported
24 SAl FI val ue for 2015 is 1.007?

25 A Yes, it appears to be.
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1 Q Thank you.
2 If you could, |ook at the sane page, returning
3 to ny questioning about L-BAR It shows the definition,
4 as reported by FPL in its docunent, as m nutes of
5 I nterruption divided by total nunber of outages,
6 correct?
7 A Yes, with the parenthetical of "AQ " after
8 m nutes of interruption.
9 Q Right. | think that -- do you understand that
10 "AO' is the abbreviation for mnutes of interruption?
11 A | would have to review this docunent to verify
12 t hat .
13 Q Ckay. Well, I'Il tell you what, if you | ook
14 at the next page, Page 93, the | ast page of Exhibit 587,
15 | think you'll readily conclude that that's what it is.
16 A It appears to be the sanme nunber, yes.
17 Q kay. Let's |l ook back at -- at Exhibit 586,
18 please. And if you would, turn to Page 82 in that
19 docunent, which is Figure 4-7, which shows the
20 conparative data for the five Florida IOJUs for the L-BAR
21 statistic.
22 A | have that page.
23 Q Thanks.
24 And you'll agree that, for 2014, that shows
25 that FPL's L-BAR was higher -- that is, nore average
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1 duration of an outage -- than FPUC s, Qulf's, and

2 Duke's, but |ower than Tanpa Electric's, correct?

3 A Yes, for 2014, that appears to be the case.
4 Q Thanks.
5 And general ly speaking, that pattern held true

6 over the entire period, 2010 through 2014. It was
7 actually even higher in the earlier years, correct? For

8 FPL, it was higher in the earlier years.

9 A For FPL, it was higher in the earlier years,
10 yes. It's com ng down.

11 Q Thank you.

12 The way | understand these reliability

13 statistics -- and | amgoing to ask a question, Madam
14 Chairman -- the way | understand these reliability

15 statistics, a low SAIFI indicates that a -- that a

16  custoner on that systemis less likely to be out and a
17 hi gh L-BAR indicates that, if the custoner is out, the
18 outage is likely to be longer. |Is that your

19 under standi ng of the statistics?

20 A You are correct wiwth regard to the L-BAR, that
21 Is it is -- it is average |length of the outage. Your
22 question was on SAIFI, with an "F," | believe, for the

23 first one --

24 Q Correct.
25 A Whi ch goes - -
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1 Q It was a conpound questi on.
2 A Whi ch goes to frequency.
3 Q Yes?
4 A So, yes, the lower the level of the SAIFI, the
5 |l ess likely you are to be out.
6 Q Thank you.
7 | would like to ask you sim |l ar questions
8 about the reliability metric, CEM5. Are you famliar
9 wth that netric?
10 A No.
11 Q If you turn to Page 80 in Exhibit 587, which
12 Is two pages back fromthe L-BAR page we were just
13 | ooking at, CEM5 is defined in the table, the
14  Comm ssion's table, as percent of custoners experiencing
15 nore than five interruptions.
16 Have you just never used this statistic at
17 all?
18 A No. | have not, no.
19 Q Ckay. You would agree that there is every
20 reason to expect that the data reported in the
21 Conmmi ssion's report is accurate and reliable for the --
22 for what it says? It neans what it says?
23 A Yes.
24 Q Thank you.
25 So, the data you use are SAID, SAIFI, and
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1 CAIDI, correct?
2 A Those are the three that |'ve reported in

3 benchmar ki ng, yes.

4 Q I n your benchmar ki ng.
5 A Yes.
6 Q And those are -- those are the only vari abl es

7 you ever use in your benchmarking studies?

8 A For electric distribution reliability, those
9 are the three that | certainly nost conmonly use.

10 Cccasionally, we have also referred to CAIFI, GA-I-F-1,
11 the fourth in the maj or conponents. But these three

12 that | used are the three nost common.

13 Q kay. D d you -- have you -- did you ever

14 consi der using L-BAR in your benchnmarking studies and

15 reject it?

16 A No.
17 Q Ckay.
18 A It's not one that we've consi dered or

19 rejected. Again, we use the three netrics that are the

20 nost wi dely-reported netrics in the industry.

21 MR, WRI GHT: Ckay. Thank you.

22 That's all | have, Madam Chair.

23 CHAI RMVAN BROWN:  Thank you.

24 Before we proceed, | believe our general

25 counsel has a few words that he would |like to say.
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1 MR. HETRICK: Yes. Thank you, Madam Chair.

2 | thought we had resolved this prior to the

3 hearing until we got into the hospital's exhibits,

4 but we would -- we suggest that it's within your

5 discretion to require that the parties will provide

6 a conplete set of cross-exam ned exhibits in

7 advance of any cross exam nation to all parties and

8 their counsel.

9 Staff will be prepared to hand out -- hand the
10 W tness a copy of the exhibit just prior to cross
11 exam nation, but a conplete set of those exhibits
12 i n order should be handed out prior to beginning
13 Cross exam nati on.

14 No one is to share the exhibit with w tnesses
15 prior to use of that. And the attorney using the
16 docunment -- a document may request a return of

17 unused docunents during a break or lunch or recess
18 at -- at their discretion.

19 | thought that's what all of us tal ked about
20 this norning, but naybe we weren't explicit enough
21 when we started this process.

22 Thank you, Madam Chair.

23 CHAI RMAN BROWN:  Ckay. Thank you.

24 Hospitals, are you ready to nove forward?

25 MR, SUNDBACK: No, | don't believe we've
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1 collated all of the exhibits.

2 CHAI RMVAN BROWN:  Ckay.

3 MR SUNDBACK: Can -- we would just like to
4 provide the clarification and have the record

5 reflect that we provided to staff |ast night all of
6 our exhibits, so --

7 CHAI RMAN BROWN:  Ckay. Thank you.

8 MR, SUNDBACK: Thank you.

9 CHAI RMAN BROWN:  Thanks. Well, we're going
10 to -- we're not -- going to take a |unch break

11 around 12:30 for all of you. So, we're just going
12 to notor through and go to FEA now.

13 MR, JERNI GAN: Thank you, nma'am

14 EXAM NATI ON

15 BY MR JERN GAN:
16 Q M. -- M. Reed, earlier, if you recall, staff
17 asked you questions about Exhibit 479 when they were

18 doing their authentication portion. Do you recall that?

19 A Yes.

20 Q And | believe in your answer you said that
21 No. 3 was confidential; is that correct?

22 A G ve ne just a nonent.

23 Q Certainly.

24 A | believe No. 2 contained portions that were

25 confidenti al .
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1 Q No. 2, pardon ne.

2 | guess the conprehensive list that | have --
3 those Docunents 1 and 2 confidential -- those two or

4 were -- No. 2 is confidential is what you're --

5 A | believe portions of No. 2 are.

6 Q Ckay. And you said that was not on the CD

7 that you revi ewed?

8 A

9 mat eri al s,

Yes. Fromwhat | saw |l ast night, | ooking at

the confidential materials were not on the

10 broadl y-distributed CD. There may be a different one

11  that have themon it, but that's ny understandi ng.

12 Q
13 A
14 Q

Did you review Question 2?
Yes.

Ckay. What -- what did you review or what

15 docunents did you review for Question 2?

16 A

| reviewed the material we supplied to staff

17 In a response to 479, Part 2.

18 Q

Ckay. So -- so, just so | understand it, it

19 wasn't the CD; it was sonme other docunent that you had,

20 sonet hing that you had provided to staff previously that

21  you've revi ewed?

22 A

Yes, | reviewed the material inits entirety

23 that we provided in that response.

24

25

MR, JERNI GAN. kay. Thank you.

No further questions.
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1 CHAI RMAN BROWN:  Thank you.

2 Moving on to Sierra Cub, M. Csank.

3 M5. CSANK: May | have a nonent to share ny
4 exhibits with staff?

5 CHAI RMVAN BROWN:  Absol ut el y.

6 M5. CSANK:  Thanks.

7 M5. BROMNLESS: Madam chair, may | neke

8 a brief --

9 CHAl RVAN BROAN:  No. Pl ease --

10 M5. BROMLESS: Yes, ma'am

11 CHAI RVAN BROAN:  One second.

12 Thank you, Ms. Csank. How many exhibits for
13 this wtness?

14 M5. CSANK:  Two, but we'll see if | need them
15 CHAI RMVAN BROWN:  Ckay. Thanks.

16 You have the fl oor.

17 EXAM NATI ON

18 BY M5. CSANK:

19 Q M. Reed, are you ready?
20 A | am
21 Q Good norning. My nane is Diana Csank. [|I'm

22 here on behalf of the Sierra C ub.
23 A Good norning, M. Csank.
24 Q M. Reed, to use our tinme well, please

25 remenber the Conm ssion's preference to hear a yes, no,

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



580

1 | -don't - know answer to questions where possible, and

2 further explanation beyond that only when explanation is
3 needed. Do you agree?

4 A Yes, | understand that.

5 Q Ckay. So, let's start with a recap of your

6 credentials on Page 3, Lines 15 through 22 of your

7 direct testinony.

8 CHAl RVAN BROMN: Can you say that again? What
9 page?

10 M5. CSANK: Page 3.

11 CHAI RMAN BROWN:  Page 3, Lines --

12 M5. CSANK: -- 15 through 22.

13 CHAI RMAN BROWN:  Thank you.

14 THE WTNESS: |'mthere.

15 BY M5. CSANK:

16 Q And so, you have nore than 35 years experience
17 in the energy industry; is that correct?

18 A Yes.

19 Q And you have, over the past 24 years, directed

20 the energy services of several consulting firns?

21 A Yes.

22 Q And you're currently -- or you have served as
23 the vice chairman and co-CEO of the nation's | argest

24 publicly-traded consulting firmand as chief econom st

25 for the nation's largest gas utility?
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1 A That's correct.

2 Q And in the remainder of this description or,

3 nore generally, as you know your background and

4 prof essi onal experience, have you provided services to

5 clients with respect to environnental issues?

6 A Yes.

7 Q So, turning to this case, M. Reed, your

8 testinony presents the results of your eval uation of

9 FPL's relative performance; is that correct?

10 A Yes.

11 Q You i ncluded environnental considerations in
12 the eval uation?

13 A A high degree. W provided information on CO2
14 em ssions, for exanple, and other em ssions.

15 Q Ckay. We'll get into that in nore detail.

16 Under your tine and materials arrangenent with
17 FPL, you agreed on a certain scope of work with respect
18 to environnental considerations?

19 A Not specifically. Qur scope of work was nore
20 general than that.

21 Q So, | believe with M. Sundback, you

22 previ ously characterized that the -- the factors that

23 you eval uated were of your own choosing for the purpose
24 of this case and what you present to the Comm ssion; is
25 that right?
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1 A Yes.
2 Q In the scope of work that you referenced, did
3 FPL propose that scope?
4 A | think, in general terns, they said they
5 wanted us to be -- to provide testinony simlar to what
6 had been provided in the last rate case. So, | guess
7 that is a proposal, but nothing nore specific than that.
8 Q Did FPL specify any particul ar environnent al
9 factors that they wanted you to consider?
10 A No.
11 Q kay. And your opinion is that FPL is a
12 "cl ean- energy conpany. "
13 A Yes.
14 Q You of fer that opinion as an expert witness in
15 this case?
16 A | do.
17 Q Are there any other FPL w tnesses with
18 environnental conpliance expertise in this case?
19 A |"msure there are. That would have to be a
20 question answered by Counsel.
21 MR, HETRI CK:  Madam Chair?
22 CHAl RVAN BROMN:  Yes.
23 MR, HETRI CK: Excuse ne, but we al ready passed
24 that point with the pre-hearing officer's decision
25 on voir dire and the ability to question and
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1 di stingui sh between experts and fact testinony.

2 | don't think this is the appropriate place to
3 be dealing with whether or not soneone is an

4 expert. And we would ask you to require parties to
3) nove on

6 CHAI RMAN BROWN:  Thank you, Ms. -- thank you

7 very nmuch, M. Hetrick.

8 Al right. M. Csank, please proceed.

9 M5. CSANK: Ckay.

10 BY M. CSANK:
11 Q Did you work with FPL environnmental conpliance

12 staff for the purposes of preparing your testinony --

13 A W --
14 Q -- in this case?
15 A No. We solicited data fromthem but we

16 didn't really work with them

17 Q Can you expand on that? |'mnot sure |

18  under st ood.

19 A We asked for data, specifically em ssions

20 rates, for the generation fleet fromthat group, but we
21 did not work wwth themin terns of having themreview ny
22 testinony or ne review their testinony or anything el se
23  like that.

24 Q And your Exhibit JJR-2 lists your past

25 assignnents for other clients as well as F&PL?
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1 A Yes.
2 Q | see one reference to an environnental
3 assignnent that ended in 2000 -- | believe that's on

4 Page 28 of 29 of JJR-2?

5 A (Exam ni ng docunent.) | see.

6 Q So, got it?

7 A It's there, yes.

8 Q Do you recall that assignnent? | knowit's

9 been a whil e.

10 A | do.

11 Q Can you describe concisely the type of

12 envi ronnental issues that you eval uated there?

13 A In that specific case -- we're tal king about

14 the Central Hudson litigation involving the R verkeeper?

15 Q | ndeed.

16 A As | recall, the issue there was the inpact of
17 keeping the unit in op- -- units in operation. On Fish
18 and Wldlife, there were issues, | guess -- as |

19 recall -- this was a while ago, but as | recall, the

20 | ssues were with the short-nose sturgeon.

21 Q |'"'mvery famliar with the species.

22 Have you wor ked on any ot her environnental

23 assi gnnents besides this one?

24 A Yes, many.
25 Q Coul d you please identify themfor us?
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1 M5. MONCADA: Madam Chair, we've reached the
2 point -- you know, we've let himanswer a few

3 guesti ons about environnental issues, but at this
4 point, | think it's beyond the scope of his

S testi nony.

6 CHAI RMAN BROWN: | think -- objection

7 sustained. You're getting into what is cl oaked as
8 voir dire.

9 WIIl you address his prefiled direct

10 testi nony?

11 M5. CSANK:  Absol utely.

12 CHAI RMAN BROWN:  Thank you.

13 BY M5, CSANK:

14 Q M. Reed, in your past assignnents, have you
15 anal yzed or directed analysis on the Environnental

16 attri butes of energy resources?

17 A Yes.

18 Q So, turning to Page 8, Lines 1 through 3 of
19  your testinony, please --

20 A | have that.

21 Q Ckay. So, here, in relation to your opinion
22 that FPL is a clean-energy conpany, on Lines 1 through
23 10, you nmake several statenents. |[|'ll read those, and
24 you let me know if | get themcorrectly.

25 You say: Wth a generating fleet that
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1 produces over 82 percent of its electric power from

2 natural gas, solar, and nuclear sources, FPL is a clean-

3 energy conpany.

4 Is that still a correct statenent, M. Reed?

5 A Yes.

6 Q And you were referring to 2015 production data

7 because you did not have access to conplete 2016

8 production data? O was that 2014 data?

9 A The over 82 percent was actually over the ten-
10 year period that we |ooked at. The benchmarking is for
11  ten years.

12 Q Wi ch ten years?

13 A 2005 to 2014.

14 Q kay. You go on to say: FPL has one of the
15 | owest emi ssions profiles anmong major U S. utilities in
16 terns of carbon dioxide, sulfur dioxide, and nitrogen

17 oxi des.

18 Is that still a correct statenent?

19 A Yes.

20 Q You al so say the performance of FPL's fossi

21  generation and nucl ear generation hel p achi eve favorabl e
22 air em ssions?

23 s that still correct?

24 Yes.

25 Q Dd we pin down all the bases of your opinion
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1 that FPL is a cl ean-energy conpany?

2 A | don't think --

3 Q So --

4 A Go ahead.

5 Q Sorry. To clarify ny question -- so, | know

6 we didn't go into detail of those four statenents, but
7 was there -- is that the universe of points that you're
8 maki ng or were there additional points that you are

9 presenting to this Conmm ssion about why FPL is a clean-
10 ener gy conpany?

11 A No. Those are the points that are contai ned
12  wthin our benchmarking. They go to air em ssions on,
13 as we said, carbon dioxide, sulfur dioxide, and nitrogen
14 oxi des.

15 Q Thank you. And M. Reed, | know you've

16 testified on FPL's behalf in other cases. So, to

17 confirm the work you did for those other cases did not
18 directly informyour opinion with respect to FPL's

19 cl ean-energy status today?

20 A | wouldn't say that. This issue cane up in
21 the deposition. Wat | said was ny work in the nucl ear
22 cases frequently referred to the benefits of the fuel

23 diversity. And nuclear remaining in the portfolio is a
24 em ssions-free energy source. So, it's certainly ny

25 experience in those cases. Also helped to informny --
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1 nmy thoughts here, ny concl usions here.
2 Q Let's make sure we all have a clear
3 understanding of the results of your analysis with
4 respect to FPL's relative environnental perfornmance that
5 you perfornmed for this case.
6 So, first, let's refer to your statenent about
7 FPL's energy sources by fuel type. M. Reed, you were
8 here yesterday when we di scussed FPL's energy sources by
9 fuel type and referred to Schedule 6.2 of FPL's 2016
10 ten-year site plan?
11 A When you say "we" discussed that, you nean
12 M. Silagy?
13 Q Yes.
14 A | recall that reference, yes.
15 Q Ckay. Good. So, we can nmake this quick and
16 hopeful Iy skip that exhibit.
17 So, yesterday, we identified that FPL
18 currently produces 0.1 percent, in other words, a tenth
19 of its percent of its power from sol ar?
20 A | recall a statenent to that effect, yes.
21 Q And the period that was relevant to your
22 anal ysis, though, was -- was a retrospective. So, it's
23 not cur- -- 2016 -- the current ten-year site plan goes
24  from 2016 to 2025, but you were |ooking at a period
25 before that, correct?
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1 A Yes, that's correct.

2 Q Ckay. But that tenth of a percent is still
3 the high threshold of the peer that you were | ooking at.
4 In other words, you didn't see nore solar in FPL's

5 energy mx over the period that you studied?

6 A | think that's correct. | did not see a

7 hi gher | evel of solar generation.

8 Q Thank you.

9 And do you recall the |level of natural-gas-
10 burning generation in the period that you studied in
11 FPL's m x?

12 A It increased over tine. | think it's

13 currently just above 65 percent.

14 Q Actually, | believe the nunber is

15 67.8 percent, according to the discussion we had with
16 M. Silagy yesterday.

17 M5. MONCADA: |Is that a question, Madam --
18 CHAl RMAN BROWN: M. Csank?

19 BY M5. CSANK:

20 Q M. Reed, would you accept that, subject to
21 check?
22 A Yes, | think that's consistent with what |

23  just said.

24 Q Thank you.
25 CHAI RVAN BROWN:  Much better.
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1 BY M5. CSANK:

2 Q And currently, FPL produces 23.9 percent of

3 Its power from nucl ear fuel ?

4 A s that a 2016 nunber?

5 Q Yes.

6 A | can accept that, subject to check.

7 Q And so, that was the -- what infornmed your --

8 your statenent that FPL is a cl ean-energy conpany, the
9 fact that, you know, the bulk, essentially -- nore

10 than -- nore than half of the conpany's power cones from
11 natural gas, a smaller portion conmes from nucl ear, and
12 an even snall er percentage cones from solar?

13 A No, it was not the fuel mx really that in
14  formed ny conclusions; it was the em ssion |levels --
15 Q Ckay.

16 A -- which is what | referred to in the

17 testi nony.

18 Q kay. So, let's -- let's turn to that. You
19 conpared em ssions of three types of air pollutants as
20 we identified before, carbon dioxide, nitrogen oxides

21 and sul fur dioxide; is that correct?

22 A Yes.
23 Q And just to be clear, did you |l ook at carbon
24 di oxi de equivalents -- or | nean, there are different

25 sources of greenhouse gas emssions. D d you pick
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1 carbon di oxide for a particular reason?
2 A Sinply because it is reported. |If you are
3 aski ng about did we | ook at nethane em ssions or other
4 elenments that can contribute to carbon in the
5 atnosphere, we did not. W |ooked at em ssions directly
6 fromgeneration.
7 Q Did you consider other em ssions from for
8 exanpl e, nethane, but reject that for a particular
9 reason?
10 A No. Qur focus was on generation, not, for
11 exanpl e, on supply chain or fuel cycle. It was on
12 gener ation.
13 Q Have you perforned those types of supply-chain
14  fuel-cycle assessnents for other clients?
15 A Yeah, not for a long tine, but nore than 20
16 years ago, | did.
17 Q Ckay. Do you know if -- is that sonething
18 commonly that you see in -- in benchmarking for electric
19 utilities across the country?
20 A It is not conmbn. It's alnbst never seen in
21 utility benchmarking.
22 Q Ckay. And did you | ook at any water
23 pol | ut ant s?
24 A No. W |ooked at the three categories of
25 em ssions.
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1 Q Did you consider but reject water

2 pol | utants?

3 A No.

4 Q And so, just to make sure | have that right,
5 you did not consider conducting a |life-cycle assessnent
6 of FPL's generation resources?

7 A By life cycle, you nean fuel cycle, |ooking at
8 upstream i npacts?

9 Q Ri ght .

10 A That's correct. W |ooked at the air

11 em ssions fromgeneration directly.

12 Q Do you have any sense of how FP&L woul d

13 conpare to other utilities on that neasure?

14 M5. MONCADA: (nbjection. Madam Chair, he's
15 al ready said he did not conduct the eval uati on.
16 CHAl RVAN BROMAN:  (bj ecti on sust ai ned.

17 Pl ease nove al ong.

18 BY M. CSANK:
19 Q M. Reed, are you famliar wth the peer-

20 revi ewed science on the life-cycle inpacts of natura

21  gas?

22 A I"msorry. Wose findings?

23 Q Peer-revi ewed sci ence.

24 A In general terns, yes.

25 Q It's a relatively new field of scientific
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1 inquiry, is it not?
2 A Yes.
3 Q Do you have any sense of how -- what portion

4 of that literature is from January of 2013 to the

5 present ?

6 A No.

7 Q But you offer opinions to this Conm ssion

8 about how clean a fuel source natural gas is?

9 A No, | offer an opinion about how clean, in
10 terns of air em ssions, FPL's generation is.

11 Q But you offer no opinion as to the upstream
12 and mdstreaminpacts of getting that fuel here to

13 Florida for FPL's generation m x?

14 A As | said, we did not |ook at the -- a fuel
15 cycle or fuel-supply chain. W |ooked at the point of

16 em ssion, which is generation.

17 M5. MONCADA: Madam Chair, | didn't get a

18 chance to make ny objection before --

19 CHAI RMAN BROWN:  You did not. | saw you go

20 for the button --

21 M5. MONCADA: But if that -- if we could

22 conplete this line, | think we've exhausted as much

23 as M. Reed has information about the questions she

24 I s propoundi ng.

25 CHAI RMAN BROWN:  Ms. Csank?
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1 M5. CSANK: That's fine.
2 CHAI RMAN BROWN:  Thank you.
3 BY M5, CSANK:
4 Q Al right. So, let's -- let's turn to the
5 emssion conparison itself. Your conparison did not
6 conpare FPL to all wutilities in the country, right?
7 A That's correct.
8 Q You | ooked at conpani es whose energy
9 generation was wthin 60 percent above or bel ow FPL's
10 2014 generation | evel ?
11 A That was one group. And we also | ooked at the
12 Florida utilities.
13 Q Ri ght. Have you perforned any sim/lar
14 conpari son for other clients?
15 A Not that conparison. | do a |lot of resource-
16 pl anning work for other utilities around the country.
17 In fact, the Sierra Cub has questioned ne in nmany ot her
18 cases, but | don't think we've done this plus-or-mnus-
19 60- percent grouping or within a single state.
20 Q So, the 60-pl us-or-mnus-percent grouping is
21 not a standard el enent of benchmarki ng.
22 A No, there's --
23 M5. MONCADA: He -- he just answered that,
24 Madam Chai r.
25 CHAI RMAN BROWN: He -- yes, he did.
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1 BY M5, CSANK:

2 Q What percent do you conmonly use el sewhere?

3 A There isn't a common nunber. There isn't, in
4 fact, a standard. The selection is based upon a range
5 needed to get a sufficient nunber of conpanies in the --
6 In the peer group. Here, we cane up wth six other

7 conpani es by going plus or m nus 60 percent.

8 There is no magic to that nunber. W' re just
9 trying to find a range that provides a | arge enough

10 sanpl e.

11 Q kay. And six is a -- six is a large enough
12 sanpl e?

13 A For purposes of this conparison, along with
14 the Florida utilities and the other conparison, |

15 thought it was.

16 Q Ckay. And as you considered and decided to
17 I ncl ude other Florida investor-owned utilities, did you
18 al so consider but reject Florida nmunicipal utilities,
19 for exanple, such as Tall ahassee?

20 A | considered it. | didn't -- we did not have
21 I nformation on all of the emssion levels of the

22 muni ci pal power conpanies in Florida. So, we did not do
23 It, but it's sonething we thought about.

24 Q Did you try reaching out on the nuni ci pal

25 utilities or the Florida Municipal Electric Association
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1 to see if they could get you that data?
2 A No, we did not reach out to individual
3 muni ci pals to do that. W tried to operate from what
4 were, again, publicly-avail able sources and reported
5 sources.
6 Q Ckay. Are you at all otherwise famliar with
7 the emssions profile of the Tall ahassee nuni ci pal
8 utility?
9 A No.
10 Q No? Ckay.
11 And your em ssion conparison does not include
12 FPL's affiliates, does it?
13 A No. The benchmarking is of FPL, not
14 affiliates.
15 Q Do you have any understandi ng of how t hose FPL
16 affiliates would conpare to FP&L?
17 M5. MONCADA: Madam Chair, he already
18 testified he did not benchmark FPL's affili ates.
19 CHAIRMAN BROWN:  1'Il let him-- 1"l et him
20 answer the question if he knows. If he knows, he
21 does; if he doesn't, he doesn't.
22 THE WTNESS: |I'mfamliar with the
23 affiliates. | nean, sone of them-- for exanple,
24 Lone Star Transm ssion, the conpany |'ve testified
25 for in Texas, doesn't own any generation. So,
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1 there isn't really a basis for conparison there.
2 I|"malso famliar with NextEra Energy
3 Resources, the devel opnent conpany for w nd and
4 sol ar and for nerchant nuclear. But again, there
5 really isn't a basis for conparison in terns of
6 having a portfolio, the regulated portfolio, the
7 way FPL does.
8 BY M5, CSANK:
9 Q Ckay. Let's turn to what | believe is yet
10 anot her basis for your opinion that FPL is a cl ean-
11 energy conpany. Recall that that was the performance of
12 FPL's fossil generation and nucl ear generation, hel ping
13 to achieve favorable air em ssions, right?
14 A Yes.
15 Q Did you performor oversee any anal ysis of the
16 specific air-em ssions reductions that are attributable
17 to the performance of FPL's fossil generation?
18 A Reductions as conpared to what? | don't
19 follow your question.
20 Q VWll, it's your testinony that there are
21 reducti ons that have been achi eved generally -- | nean,
22 we can go back to your testinony. You can tell ne what
23 your basis for that statenent is. | was trying to
24  understand it.
25 M5. MONCADA: It would be hel pful for ne if
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1 she did provide a page and |ine reference.
2 CHAl RVAN BROMN:  Coul d you -- could you --
3 could you please do that, Ms. Csank. And al so,
4 pl ease, could you be nore clear with your questions
5 so he coul d understand what you're asking?
6 M5. CSANK: I'Il try ny best.
7 CHAl RVAN BROMWN:.  What page are you tal k- --
8 are you directing us to, please?
9 M5. CSANK: So, that would be Page 8. And the
10 line nunbering is a bit on odd in ny copy, but I
11 believe the relevant |ine nunbers are six through
12 ten.
13 CHAI RMVAN BROWN:  Ckay. Now, rephrase your
14 guesti on, please.
15 M5. CSANK: | will. | just have to find ny
16 spot .
17 BY M5, CSANK:
18 Q M. Reed, did you perform or oversee any
19 anal ysis of the specific favorable air em ssions that
20 are achi eved through the performance of FPL's fossil
21 generation?
22 A Yes. W |ooked at the entirety of their
23 generating fleet in terns of air em ssions, which,
24 obvi ously, cone fromthe fossil fleet.
25 Q Right. But did you -- did your study identify
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1 the causation for whatever favorable air em ssions that
2 you were seeing? 1In other words, | think what you're
3 connecting is a certain level of efficiency and
4 performance in the fleet as conpared to a reduction in
5 air emssions. AmIl -- is that -- is that clear or do
6 you need ne to restate that?
7 A | understand your question, ny testinony --
8 actually, ny testinony doesn't speak in ternms of a
9 reduction in air emssions; it tal ks about the
10  conparison of FPL to the others in the peer-group
11 conpani es. There has been a reduction. That's not
12 actually in ny testinmony. |If you |ook at ny prior
13 benchmar king, you will see there has been a reduction.
14 But ultimately, your question was: D d we
15 attenpt to attribute that to what one generally calls an
16 event anal ysis where you've introduced a new technol ogy
17 or new generator. No, we did not try and take it back
18 to an event anal ysis.
19 Q And a simlar -- the sane question with
20 respect to nuclear generation?
21 A Sanme answer: W did not attenpt to go back
22 and attribute those changes to an event anal ysis.
23 Q And your analysis did not include, for
24 exanpl e, the gas generation that's included in FPL's
25 request in this case. So, that would be the Okeechobee
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1 facility as well as the gas-conbustion turbines that |
2 referenced in nmy opening statenent?
3 A Correct. W -- our last year in the data set
4 was 2014. Since those units were not in operation then,
5 they are not reflected in that em ssions profile.
6 Q So -- would you please turn to Page 34 of your
7 testinony?
8 CHAI RVAN BROMWN:  Ms. Csank, how many nore
9 guestions do you have for this w tness?
10 M5. CSANK: | have a good nunber, but | don't
11 expect it to go nore than 20 mnutes. |f you would
12 like to break now, that's fine by ne.
13 CHAI RMAN BROWN:  Are you guys ready to break?
14 Al right. W're going to take a |unch break
15 now at roughly 12:30. And we wll reconvene at
16 1:15.
17 | want to encourage the parties here to pl ease
18 collate their exhibits and give themto staff.
19 Thank you.
20 W'll see you. Have a great |unch.
21 (Brief recess from12:27 p.m to 1:18 p.m)
22 CHAI RMAN BROWN:  Ms. Csank, you have the
23 floor.
24 MR, REHW NKEL: Madam Chair, at the
25 appropriate tinme, when this witness is -- is done,
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we would i ke to address the Comm ssion. But |
don't want to interrupt the flow of conversation.

CHAI RMAN BROWN:  You know what, | think nowis
a good tine to do that.

MR, REHW NKEL: Ckay. The representation that
was made or, | guess, the advice that was nade by
your general counsel before |unch break about the
process for distributing inpeachnent exhibits was
contrary to what we had agreed to or our
under st andi ng of what was agreed to this norning.

The -- we object on the record and we obj ect
on due-process grounds to give the -- our
adversaries in this case our exhibits on
I npeachnent that, in effect, relate to them-- our
Cross -- our cross-exam nation questions on
I npeachnent .

If the goal is to facilitate distribution on
the logistical basis --

CHAI RVAN BROMN:  Uh- huh.

MR. REHW NKEL: -- | have a proposal that, |
t hi nk, would get there that would require the
attorneys receiving the informati on not to revi ew
it until the time that it was needed and so -- for
Cross-exam nati on purposes.

But if the goal is to nmake sure it's all out

Premier Reporting

(850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



602

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

there and pre-deployed, that's one thing that we
can facilitate. But we cannot agree, as a

matter -- it's no different than nme giving ny
cross-exam nati on questions to the other side ahead
of time. And for the Commssion to require that is
a violation of our due process.

CHAl RVAN BROMN:  Coul d you just get to the
proposal ?

MR. REHW NKEL: Well, the proposal would be,
we can -- we mght not be able to do it on this
witness. W can talk to the parties about it, but
there are | arge, oversized envel opes that we can
provide. And we can put a cover sheet on each
exhibit that says A, B, C, D, and E

And when I'mready to ask the witness a
qguestion on inpeachnent, 1'll say -- the attorneys
can reach in and get Exhibit A out, and then they
can open it up and they can see it. And they have
it there with themand we don't need to take al
the distribution time to do that. And it would
save tine.

CHAI RVAN BROAN:  And that is the goal.

MR, REHW NKEL: W would rather do that --

CHAI RVAN BROAN:  And that is the goal, to save

time.
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MR, REHW NKEL: Ckay. We'd rather do that
than to go through sone process where parties have
the exhibits ahead of tine and are alerted to --

CHAI RMVAN BROWN:  Ckay.

MR. REHW NKEL: -- issues on inpeachnent.

CHAI RMAN BROWN:  Ckay. Thank you.

Do -- does |egal counsel -- would you like to
respond first?

M5. HELTON: Madam Chairman, |'m not sure,
just for purposes of the record, that | agree that
t he concern about providing i npeachnent exhibits is
a due-process concern. |'mnot sure, for the
pur poses of the record, that | agree to that.

However, | think that M. Rehw nkel's proposal
to put the exhibits into an envel ope is a good one.
And | think it's one that is definitely worth a
trial run.

CHAI RMAN BROWN:  Ckay. Seeing no
obj ections --

MR MOYLE: Wait. Wit.

M5. MONCADA: No objection.

CHAl RMVAN BROWN: M. Moyl e.

MR, MOYLE: This is news to ne. So, it's
just -- it's just hard when | --

CHAI RMVAN BROWN:  Ckay.
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1 MR, MOYLE: You know, | don't have these
2 envel opes that we're supposed to put themin. So,
3 |"ve just got sone process issues. And | haven't
4 been tal ked to, and here is what we're doing, so --
5 CHAl RMVAN BROWN: M. Myl e --
6 MR, MOYLE: -- you know, | -- the evidence
7 code, Rules of Cvil Procedure, all that good stuff
8 is what | would like to, you know - -
9 CHAI RMVAN BROWN:  Just a second.
10 MR. MOYLE: -- have govern ny conduct.
11 M5. HELTON: Madam Chairman, if M. Myle or
12 any of the parties have problens getting envel opes,
13 |"msure that we can find sone upstairs for themto
14 use for today.
15 CHAl RVAN BROMN: Let's just do this. GCkay?
16 Let's just --
17 MR MOYLE: [|'msorry.
18 CHAI RMAN BROWN:  The purpose and intent of
19 passi ng out the exhibits in advance is only to
20 facilitate the process. And that's it. |If you're
21 not able to do it, then you're not able to do it.
22 MR, MOYLE: Ckay.
23 CHAI RMVAN BROWN:  Al'l right? It would be very
24 hel pful. If you can't doit, M. Myle, that's --
25 that's fine.
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1 MR, MOYLE: Okay. Thank you.

2 CHAl RVAN BROMWN:  So, let's just proceed. But
3 | do want to |l et everybody know, we've spent a | ot
4 of tinme this norning and today on process and

5 procedur e.

6 So, that being said, we're going to go a

7 little bit later tonight. And | do encourage the
8 parties to use the tinme wisely, of course, as

9 al ways, but we'll probably go until around 8:00.
10 W will not take a dinner break. We wll take

11 short breaks to allow you all to stretch and for
12 our court reporter to take a break. So, please
13 pl an accordi ngly.

14 And so, | would like us to continue with

15 Ms. Csank at this tine.

16 M5. CSANK: Thank you, Madam Chair.

17 CONTI NUED EXAM NATI ON

18 BY M5. CSANK:

19 Q M. Reed, | believe where we left off was

20 Page 34, Lines 3 through 7 of your direct testinony.
21 A Yes, | have -- | have that.

22 Q Good. So, there, you state in response to a
23 question of whether there are benefits associated with
24 FPL's commtnent to a clean-energy portfolio that are

25 not reflected in base rates -- you state: Wile FPL's
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1 I nvestnments in making its fossil-fuel generation
2 portfolio significantly nore efficient are reflected in
3 FPL's base rates, the savings associated with this
4 I nproved efficiency are ultimately reflected in | owner
5 fuel and environnental -conpliance costs, which are
6 recovered through separate adjustnent clauses; is that
7 right?
8 A Yes.
9 Q Have you participated in any clause dockets
10 before this Conm ssion?
11 A Yes, |'ve participated in the Nucl ear Cost
12 Recovery C ause dockets.
13 Q Did you, for this case, performany analysis
14 to quantify the cost savings that you are citing in
15 Lines 3 through 7 of your testinony?
16 A This case neaning in this rate case.
17 Q This rate case.
18 A And no, the cost savings referred to there are
19 the savings that are not in base rates. | |ooked at the
20 savings that are in base rates.
21 Q So, what's -- so, you're providing an opinion
22 to the Conmmi ssion about -- | guess I'mnot -- |'m not
23 cl ear on what exactly you're -- you' re advising the
24 Conmmi ssi on.
25 A My testinony speaks to the point that there
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1 are benefits beyond those captured in ny benchmarking
2 analysis. Benefits in terns of |ower fuel costs, |ower
3 em ssi ons-conpl i ance costs that occur outside of base
4 rates and outside of the netrics |I've put forward in ny
5 testinony here.
6 Q Have you sought to, in a quali- --
7 quantitative way characterize what those savings are?
8 M5. MONCADA: Asked and answer ed.
9 CHAI RMAN BROWN:  Ms. Csank?
10 BY M5, CSANK:
11 Q Have you otherwise, in a qualitative way,
12 anal yzed those savings to which you refer?
13 A No, quali- -- beyond what's in these four
14 lines, that's the qualitative assessnent right there;
15 that there are, obviously, benefits that go beyond
16 what's reflected in base rates.
17 Q D d you consider benchnmarking the conpany's
18 relative performance on i nplenenting energy efficiency
19 and ot her demand-side neasures in its territory?
20 A | did not benchmark energy-efficiency prograns
21 or demand-si de managenent progranms as part of ny work
22 here. W focused on costs and operati ng perfornance.
23 Q Wul d you agree that energy efficiency is a
24 way for custoners to save on their bills?
25 A It can be, yes.
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1 Q Are you aware that Gulf Power has achi eved
2 annual retail sales of 0.9 percent?
3 CHAI RMAN BROWN:  Ms. Csank, | don't see the
4 relevancy in his prefiled testinony here. Can you
5 pl ease nove al ong?
6 M5. CSANK: ©Madam Chair, he speaks to the
7 quality of FPL's services. And Sierra Cub would
8 submt that demand-side is very nuch a part of the
9 conpany's overall quality of service.
10 CHAI RMAN BROWN:  The | ast question is not
11 all oned. Please proceed with your other questions.
12 Thank you.
13 M5. CSANK: Madam Chair, just to clarify, he
14 is FPL's benchmarking expert. So, | have to
15 understand to the extent that FPL has put him
16 f or war d.
17 CHAI RMVAN BROWN: Pl ease proceed.
18 M5. CSANK: Thank you.
19 BY M5, CSANK:
20 Q Do you agree that energy-efficiency is a clean
21 resource with respect to air, water em ssions?
22 A Yes.
23 Q Is it cleaner than natural-gas-burning
24  generation resources?
25 A Yes, | can accept that. Essentially, it can
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1 represent -- again, when viewed at point of inpact, a --
2 zero-discharge zero-em ssion formthe way nuclear, for

3 exanple, would be. So, yes, | would accept it can be,

4  when neasured at point of inpact.

5 Q Do energy-efficiency neasures cost nore than

6 or less than nucl ear generation?

7 A Depends on which energy-efficiency neasure

8 you're tal king about.

9 Q Are you aware of any energy-efficiency neasure

10 that's nore expensive than a nuclear-generation facility

11 on an -- on a dollar-per --

12 M5. MONCADA: Before he answers that question,
13 I would like to | odge that objection. It's, first
14 of all, unrelated to M. Reed's testinony; and

15 second, seens nore appropriate in a DSM goal s

16 proceeding and not in this rate case.

17 CHAI RVAN BROMAN:  (bj ecti on sust ai ned.

18 BY MS. CSANK:
19 Q Al right. M. Reed, please turn to Page 24,

20 Line 4 of your testinony.

21 A | have that.

22 Q Thank you.

23 And just to make sure |I'mclear before we

24 spend tinme on this portion of your testinony -- so, have

25 you done any benchmarking analysis for other utilities
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1 on their demand-side performnce?
2 M5. MONCADA: He's already answered that
3 guesti on.
4 M5. CSANK: | don't believe I heard an answer.
5 CHAI RVAN BROAN: | 'm not sure if you have --
6 if he has or if he hasn't.
7 So, go ahead.
8 THE WTNESS: | have done -- |I'mnot sure |
9 woul d describe it as benchmarking. |'ve assessed
10 the cost-effective -- cost-effectiveness of denmand-
11 si de neasures for conpanies, but not typically
12 t hr ough benchmar ki ng.
13 BY M5, CSANK:
14 Q Can you describe succinctly what that anal ysis
15 | ooks |ike instead of benchmarking?
16 A It | ooks at the conparison of DSM al ternatives
17 to others within a resource portfolio or wwthin a
18 resource plan.
19 Q And what are, generally, the concl usions of
20 those types of studies?
21 M5. MONCADA: Madam Chair, |'m not sure what
22 the rel evance of benchmarkings with regard to
23 cost-effectiveness of DSM prograns has to do with
24 M. Reed' s testinony.
25 CHAI RMAN BROWN: | ' m going to give her sone
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1 | ati tude here.

2 Ms. Csank, proceed.

3 M5. CSANK: Thank you.

4 THE WTNESS: |'msorry. Your question was

5 what were the conclusions in sone of those studies?

6 BY M5. CSANK:

7 Q Right. So, | think nmy understandi ng was you

8 were conparing the relative cost-effectiveness of

9 demand-side neasures as conpared to other types of

10 nmeasures and their performance characteristics. 1Is

11 there a fair characterization of your testinony?

12 A Yes.

13 Q And | was curious if you had any high-I|eve

14  observations wth how t hose demand-si de neasures conpare
15 to other types of technol ogies that you were conpari ng
16 themto -- or resources?

17 A Demand- si de neasures, especially energy

18 efficiency and interruptible rate prograns and prograns
19 li ke that, can be very cost-effective. QCbviously, there
20 Is a range of payback and internal returns that cone

21 fromall the different neasures that are eval uated

22 wthin a portfolio of options.

23 So, there is no single answer as to whet her

24  sonmething is cost-effective, but there is a w de range

25 of measures that can be and have been shown to be cost-
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1 effective wwthin energy efficiency and DSM prograns.
2 Q And have you ever perfornmed such anal ysis on

3 behalf of Sierra -- on behalf of FP&L?

4 A No. That's not part of ny work here.
5 Q Thank you.
6 So, turning to Line 4, Page 24 of your

7 testi nony, the question and answer here states: Wich
8 nmetrics provide the best indication of FPL's overall

9 performance rel ative to conparabl e groups.

10 Did | get that right?
11 A Yes.
12 Q And in your answer, you focus attention on the

13 non-fuel operating and mai ntenance expenses; is that

14  right?
15 A Yes.
16 Q And you state that this netric has the

17 advant age of renoving the effects of differences in fuel
18 costs which can vary due to availability, |ocation, and
19 state or |ocal environnmental policies; is that correct?
20 A That's correct, yes.

21 Q And do you see any other netric that the

22 Comm ssi on shoul d give equal weight to as non-fuel

23 O& M O isthis really the nost inportant one, in

24 your opinion?

25 A It's certainly the nost inportant for the
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1 pur poses of this proceeding, which is a base-rate
2 proceeding. And that reflects the broadest neasure of
3 the total cost in base rates.
4 Q But electric utilities do have fuel costs,
5 right?
6 A Certainly.
7 Q And do you know approxi mately how nuch of
8 FPL's revenue requirenents are made of fuel costs?
9 A For FPL? | don't have that figure.
10 Q When approved by the Comm ssion, FPL recovers
11 fuel costs fromcustoners through the annual cl ause
12 dockets; is that right?
13 A That's ny under st andi ng.
14 Q So, fuel costs are not a trivial part of
15 custonmer's bills?
16 A That's correct.
17 Q Yet, you're advising a netric for benchmarking
18 that essentially ignores fuel costs; is that right?
19 A It doesn't ignore it. Wlat |'ve said is the
20 best netric that | think is relative to this case
21 relates to the costs at issue in this case, which are
22 base rates. And that involves the mx of capital and
23 O & Mcosts.
24 And in terns of total cost-effectiveness, |
25 think the non-fuel O& Mnetric is the best total cost
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1 nmeasure that | can put before the Conm ssion.
2 Q | believe earlier, you nentioned that you've
3 also testified before this Conm ssion about the val ue of
4 a diversified energy mx for FP&L?
5 A That is correct.
6 Q And you' ve done so in the context of the
7 nucl ear cost recovery dockets?
8 A Yes.
9 Q And there, do you recall testifying to this
10 Comm ssion as recently as |last year that Florida is
11 suscepti ble to gas-price spikes?
12 A Yes.
13 Q You described in that testinony froml ast year
14 t hat hundreds of mllions of dollars, if not billions,
15 were lost to northeast custoners due to gas-price spikes
16 during the polar vortex; is that right?
17 CHAI RVAN BROMWN:  Hol d on.
18 M5. MONCADA: Madam Chair?
19 CHAl RVAN BROMN:  Yes.
20 M5. MONCADA: She seens to be very focused --
21 Ms. Csank -- on fuel prices, and that is all
22 covered in the fuel docket, Docket 0001 before this
23 Conmm ssion, not in this rate-base docket.
24 CHAl RVAN BROMN: | agr ee.
25 Ms. Csank, please stick to the prefiled
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1 testinony. Thank you.

2 M5. CSANK: | will. Thank you, Madam Chair.

3 BY M5, CSANK:

4 Q | want to return to the new gas generation

5 that's included in FPL's request. And | will bring this
6 I mredi ately back to your direct testinony, which is to

7 ask whether the backward-| ooking, retrospective

8 benchmar ki ng anal ysis you did would change in any

9 material way if we were to consider 2015 data, 2016

10 data, and the conpany's plans as presented here in this
11 case?

12 A No, | don't think that incorporating nore

13 recent data for 2015, or even partial-year data for 2016
14  woul d change the conclusions. The conclusion | reached
15 was there has been billions of dollars -- in fact, nore
16 than $10 billion of savings for custoners as a product
17 of FPL's efficiency, productive efficiency.

18 And in fact, this study plus the two prior

19 studies that | submtted to the Conm ssion shows that

20 that has existed for a 17-year period. In fact, it

21 shows that, not only is the perfornmance that strong, but

22 it's actually been getting stronger over that 17-year
23  period.
24 So, no, | have no reason to believe that

25 I ncorporating 2015 or 2016 data woul d change that
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1 concl usi on.
2 Q Are you, perhaps, aware of how ot her
3 utilities -- let me rephrase that.
4 Are you aware whether other electric utilities
5 in the U S. are investing in gas-conbustion turbines,
6 sinple-cycle turbines at this point in tine?
7 A Yes, | am
8 Q s that a comon investnent or is that a
9 relatively rare investnent in today's market? Do you
10 know?
11 A For utilities with generation, it's fairly
12 common.
13 Q What's your basis for stating that?
14 A | work in a lot of resource-buying dockets for
15 a lot of conpanies. The Sierra Cub, for exanple,
16 cross-exam ned ne on a sinple-cycle turbine plant in
17 &l ahoma and, simlarly, on the sinple-cycle turbine
18 pl ant in |ndiana.
19 Q Do you have a sense of, proportionately, in
20 terns of the anmount of generation additions going in in
21 recent years -- let's say the last three -- what portion
22 of that was nade up of gas-conbustion turbines?
23 M5. MONCADA: |If she could tie it nore closely
24 to his testinony, that would, | think, help nove
25 t hi ngs | ong.
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1 CHAl RVAN BROMN:  Ms. Csank, broad questions

2 outside the scope of his prefiled testinony is --

3 it wll not be allowed. So, can you pl ease direct
4 me to the testinony?

5 M5. CSANK: Yes, of course. Hi's overal

6 testinony is about a backward-| ooki ng anal ysi s.

7 And I'mtrying to understand for this Conm ssion

8 whet her his assertion that that perfornmance that he
9 has identified for the past 17 years will conti nue.
10 And |"'mtrying to pick out specific pieces of

11 information that will help us understand the basis
12 for his -- his answer to that.

13 CHAl RVAN BROMN: Can you restate the question?
14 M5. CSANK: Certainly.

15 BY M5, CSANK:

16 Q My question was if M. Reed was famliar with
17 whether other electric utilities' or what portion of

18 other electric utilities' or national electric

19 utilities' generation-addition investnents are nade up

20 of gas-conbustion turbines?

21 A The answer --

22 CHAI RVAN BROWN:  1'I]l allowit.

23 THE WTNESS: The answer is no. | can't give

24 you a nationwi de figure as to what portion of the

25 generation expansion portfolio is nmade up of
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1 si npl e-cycl e turbines.

2 BY M5, CSANK:

3 Q And is it true that sinple -- sinple-cycle

4  conbustion turbines often can, as a back-up, run on oil?
5 A That's region-specific. In sone regions, they
6 choose to put in the cost, the extra cost of having oil
7 backup; in others, they do not.

8 Q Do you know if that's true for FPL's fleet for
9 the conbustion turbines that FPL has in its systen?

10 A Yeah, | don't know the answer as to whet her

11 the new units that they are proposing would cone with

12 dual -fuel capability. M recollection vaguely is that
13 they would not, but | can't be any nore specific than

14 t hat .

15 Q If I were to tell you they do, would you

16 accept that, subject to check?

17 A Yes, but | can also say that's really covered
18 by other w tnesses, not ne.

19 Q To the extent that FPL ends up operating those
20 units on oil instead of gas, do you have an opinion of

21 how t hat woul d i npact the em ssions profile of FPL's

22 fleet?
23 A O what pollutants are you --
24 Q Those you studied. Just stick with your

25 direct testinony; carbon dioxide, sulfur dioxide,
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1 ni trogen oxi des.

2 A If they were to operate on oil, you would have
3 slightly higher carbon. You would have hi gher SO2 and
4 hi gher NOX em ssions than operating on natural gas.

5 Q But you didn't, for the purposes of this case,
6 study the actual operation characteristics of FPL's

7  conbustion turbines with respect to gas or oil?

8 A W did with regard to the ten-year historic

9 period. W |ooked at, again, total em ssions out of all
10 the fossil-fuel generating units for that historic

11 period, not prospectively.

12 M5. CSANK: Ckay. Thank you.

13 No further questions. Thank you, M. Reed.

14 CHAI RMVAN BROWN:  Thank you.

15 Moving on to Walmart -- oh, pardon ne. |'m
16 sorry.

17 Hospitals -- before we get to Wal mart,

18 Hospitals, are you ready to proceed?

19 MR. SUNDBACK: Yes, Madam Chairman, but we're
20 at your disposal, if you would like to go to

21 Wal mart next. We're happy to have them go.

22 CHAI RVAN BROWN:  Wul d you m nd going after

23 the Larsons?

24 MR, SUNDBACK: No.

25 CHAI RMAN BROWN:  Ckay. Thank you.
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1 W're going to go to Wal mart, then.

2 M5. ROBERTS: W have no questions for this
3 wi t ness. Thank you.

4 CHAI RMAN BROWN:  Thank you so nuch,

5 Ms. Roberts.

6 W will go to AARP

7 MR. McRAY: W have no questions of this

8 Wi t ness.

9 CHAI RMVAN BROWN: M. Skop.

10 MR, SKOP: Thank you, Madam Chair. Just a few
11 guesti ons.

12 EXAM NATI ON

13 BY MR SKOP:

14 Q Good afternoon, M. Reed.

15 A Good afternoon.

16 Q It's good to see you agai n.

17 | just had a quick question following up on a
18 line with respect to your hourly rate that you charge in
19 this proceeding. | believe you stated that rate is

20 confidential, correct?

21 A Yes, that's ny understandi ng.

22 Q Ckay. You participated as an expert wtness

23 I n the NextEra nmerger docket in Hawaii, correct?

24 A That's correct.

25 Q Al right. And you would have no reason to
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114 W. 5th Avenue, Tallahassee, FL 32303

1 doubt that -- your testinony in that docket that, during
2 the past five years, you charge between 650 and $700 per
3 hour for consulting services?
4 A |"'msorry. Could | have the first part of
5 that --
6 Q Yes.
7 A -- statement read back?
8 Q Yes. So, | believe in Hawaii that you
9 testified that, over the last five years, you charge
10  approximately 650 to $700 per hour for consulting
11  services; is that correct?
12 A The range is actually a little broader than
13 that, but -- | don't recall that specific statenent in
14 Hawai i .
15 Q Do you have any reason to doubt that the
16 nunber that you' re charging in Florida would be | ess
17 than that?
18 M5. MONCADA: (bjection. This is now del ving
19 into the precise area that was confidential. He's
20 not hitting a specific nunber, but you know, we're
21 getting into a narrow range.
22 MR, SKOP: My | be heard?
23 CHAl RVAN BROMWN:  Yes, M. Skop.
24 MR, SKOP: Yes. Madam Chair, the Larsons, as
25 FPL residential custoners, are being asked to pay
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1 as part of rate-case expense, M. Reed's fee. And
2 to ny know edge, not only as a practitioner, but a
3 former Conm ssioner, | don't believe |I've ever seen
4 confidentiality surrounding an hourly fee of an
5 expert w tness.
6 CHAIl RVAN BROMWN: M. Skop, ny understanding is
7 that this is sensitive material that has already
8 been identified as confidential. So, if you could
9 tread very cautiously in your line of question,

10 they will be permtted.

11 MR, SKOP: Very well. Thank you.

12 BY MR SKOP:

13 Q M. Reed, with respect to the anount of -- |et
14 me refrain.

15 Wth respect to the anount that you build in
16 the Hawaii case to NextEra Energy, you woul d agree,

17 would you not, that that was in excess of $1.6 nmllion,
18 correct?

19 M5. MONCADA: (bjection on rel evance.

20 CHAI RMAN BROWN:  (Cbj ecti on sust ai ned.

21 MR SKOP: (kay.

22 BY MR SKOP:

23 Q M. Reed, if | can ask you to turn to Page 8
24 of your direct testinony, please.

25 THE WTNESS: | have that, yes.
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1 MR SKOP: And Lines 17 through 20.
2 Madam Chair, can you hear ne okay? | know
3 we're sharing mcs, soO --
4 CHAI RVAN BROMN:  Yes, thank you.
5 MR, SKOP: Ckay.
6 BY MR SKOP:
7 Q And on Line 17 through 20, you tal k about the
8 non-fuel O & Mcosts, and the rel ated nature of those
9 costs to the extent they would be higher than actual,
10 correct?
11 A Yes.
12 Q You woul d agree, would you not, that FPL has
13 made substantial investnents in new natural-gas-fired
14 generation?
15 A Yes.
16 Q And you woul d agree, would you not, that the
17 Florida Public Comm ssion has tinely cost recovery for
18 pl ants placed in service?
19 A Yes, | believe it has provided for cost
20 recovery for those investnents.
21 Q And you woul d agree, would you not, that those
22 I nvestnents placed in rates are paid for by FPL
23 custoners?
24 A Yes, generally.
25 Q Ckay. And woul d you agree that the investnent
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1 of new infrastructure generates these savings, correct?
2 A They contribute to it. The existing assets
3 pl us the managenent of those assets, including, for
4 exanple, availability and forced-out-of-trade
5 managenent, have all contributed to the savings.
6 Q Ckay.
7 A But the new investnents certainly contribute
8 to the savings.
9 Q Ckay. And those savings that you recognize
10 are part of -- of your benchmarking that suggests that
11 FPL shoul d deserve a greater-than-average ROE, correct?
12 A Wth one point of clarification, I wll agree
13 wth that, which is ny benchmarki ng goes to non-fuel
14 costs. Your question also asked about fuel costs
15 associ ated wth new generation. To the extent there are
16 | nprovenents in O & Mcosts, non-fuel O & Mcosts, those
17 are captured wthin the benchmarking.
18 Q kay. Geat.
19 | believe, in response to an earlier question,
20  you indicated your benchmarki ng was based on the | ast
21 ten years, correct?
22 A Yes.
23 Q kay. And did your benchmarking include
24 | ooking at |evel of investnent of -- that FPL nade
25 versus its peer groups?
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1 A Yes.

2 Q And with respect to the peer-group ranking,

3 for those utilities that did nothing and kept rates the
4 sane, were they -- were they penalized for -- for not

5 maki ng addi ti onal investnent?

6 A Penal i zed by whon? |'msorry. | don't

7 under stand t he questi on.

8 Q In terns of the benchnmarking, again, the |evel
9 of investnent was | ooked at as a factor, correct?

10 A Yes, the |l evel of investnent was | ooked at as
11 a factor.

12 Q So, if you had, for the sake of exanpl e,

13 Uility Aand Uility B, and Uility A was nmaking a

14  substantial billions of dollars of investnent over a

15 course of the tinme franme that the benchmark was taken,
16 obviously, that -- that utility would ranked hi gher than
17 Uility Bthat's made no investnent, correct, for that

18 particul ar aspect?

19 THE WTNESS: No, the netric -- this appears,

20 by the way, in Exhibit JJR-6, Page 34.

21 CHAI RMAN BROWN:  Thank you.

22 THE WTNESS:. O 34, and al so, Page 33 of 34.

23 The nmetric there is increnental investnent per

24 i ncrenental custoner, and the prior page, Page 33

25 IS gross investnent.
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1 VWhat this shows is that FPL, even with all of
2 the investnents nmade to i nprove efficiency and

3 reduce costs and to inprove their overall

4 performance, still has one of the |owest investnent
5 profiles of any of the conpanies in the peer group.
6 So, that goes to the efficiency of depl oying
7 capital. It is very efficient at deploying

8 capital and achieving maximum if you wll, bang

9 for the buck with the dollars that are invested.

10 BY MR SKOP:

11 Q So, are you -- are you suggesting that

12 Florida -- that Florida Power & Light Conpany has nade
13 | ess investnent within the last ten years than its other
14 Fl ori da peer groups?

15 A Less on a unit-cost basis, yes.

16 Q But that's because it has the highest nunber
17 of customers, correct?

18 A No, it's because the nunbers are what they

19 are; whether it's done on a per-nmegawatt-hour-sold basis
20 or a per-custoner basis.

21 Q If I could ask you to turn to Page 20 of your
22 testi nony, please. And at Line 10 through 19, you

23 menti oned that FPL had the highest energy |oss for at

24 | east the | ast seven of the ten years; is that correct?
25 A Yes.
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1 Q And that's on Line 17. So, how does that
2 factor into the benchmark? |Is that a function of the
3 distribution -- | nean -- excuse ne -- of the
4 transmssion and the service area? O howis that --
5 how i s that rel evant?
6 A That's a netric wthin the situational
7 assessnent, not productive efficiency. And it's a
8 proxy, if you will, for the level of transm ssion
9 dependence of the utility. |f generating resources are
10 cited further away fromthe |load centers, you tend to
11 have hi gher | osses.
12 So, this is a neasure basically indicating
13 that, in seven of the ten years, the conpany was highly
14 chall enged with regard to transm ssi on dependence.
15 Q Ckay. And just one or two nore questions.
16 On Page 21 of your testinony, Line 13, you
17 menti on a high-level snapshot.
18 A |"msorry. Wat |ine nunber?
19 Q Li ne 13.
20 A Yes.
21 Q On Page 21
22 A Yes.
23 Q What -- at the high |level, what significance
24  should be given to the benchmarki ng?
25 A Are you tal ki ng about the productive
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1 efficiency benchmarking or the situational assessnent?
2 Q The situational assessnent.

3 A The conclusion that | reached fromthe

4 situational assessnment was that the conpany faced a | ot
5 of exogenous factors that tended, anong its peer group,
6 to drive costs higher; yet, notw thstandi ng these

7 challenges, it overcane them and actually achi eved very,
8 very favorable cost perfornance.

9 So, the high-level analysis referred to here
10 Is the fact that we | ooked at eight situational -

11  assessnent netrics and said, at |east on those eight

12 metrics -- which | recognize are what we call a | ay-of-
13 the-land analysis -- indicate the conpany has faced real
14 chal | enges, but overcane them

15 Q Thank you.

16 And woul d your answer to that question be the
17 sanme if you were providing testinony for one of the

18 other investor-owned utilities in the state of Florida?
19 A The situational assessnent would be the sane,
20 yes; the conclusions would, obviously, differ for each

21 conpany.

22 MR, SKOP: Al right. Thank you.

23 No further questions.

24 CHAI RMVAN BROWN:  Thank you, M. Skop.

25 M. Sundback.
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1 MR, SUNDBACK: Thank you, Madam Chair.

2 So, following up on M. Rehw nkel's

3 suggestion, which obviously can't be inpl enented

4 conpletely now, but if it would be acceptable to

5 the Chair, what we propose is we provided staff

6 with all of the -- hopefully nore than all of the

7 exhibits we'll need to use for the bal ance of

8 M. Reed.

9 If we could proceed through them sequentially
10 once they are passed out, such that the counsel and
11 the witness are not |eafing through themduring the
12 exam nati on on another exhibit, we would appreciate
13 t hat.

14 CHAI RMAN BROWN:  Ckay. That's -- |'m anenabl e
15 to that. And --

16 MR, SUNDBACK: And where -- |I'msorry.

17 CHAl RVAN BROMWN.  We' Il be --

18 MR SUNDBACK: Are we at 588?

19 CHAl RMVAN BROWN:  We'I| start at 588 again for
20 you. And M. Sundback, | want to thank you for

21 facilitating this to make it a little bit nore

22 expedi ti ous.

23 MR, SUNDBACK: W -- we appreciate your

24 i ndul gence.

25 CHAI RMAN BROWN:  Thank you.
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1 (Wher eupon, Exhibit No. 588 was marked for
2 i dentification.)
3 MR, SUNDBACK: Should we wait until they are
4 di stributed to start --
5 CHAl RVAN BROMN:  No. You can --
6 MR, SUNDBACK: -- rolling through the --
7 CHAl RVAN BROMN:  No, you can -- as long as
8 you' re not questioning on 588.
9 MR, SUNDBACK: Well, we can -- we can close
10 off the situation -- the discussion around 585 that
11 was previously marked.
12 MR, SAYLER: Excuse ne, Madam Chair.
13 CHAl RVAN BROMN:  Yes.
14 MR, SAYLER: Eric Sayler with Public Counsel.
15 | thought the exhibit fromSierra O ub was
16 Exhibit 588. O was it never --
17 CHAl RMAN BROWN: It was never even used.
18 MR, SAYLER: -- marked for identification.
19 CHAI RMAN BROWN: | didn't mark it because it
20 was never used.
21 MR SAYLER  Ckay.
22 CHAI RMVAN BROWN:  Right? Yes.
23 So, we're at 588 and -- but M. Sundback,
24 you' re goi ng back to 585.
25 MR SUNDBACK:  Yes.
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1 CHAl RVAN BROAN: M. Reed, do you have Exhibit
2 5857

3 THE WTNESS: | do.

4 CHAl RVAN BROWN: M. Sundback, you can proceed
5 with those questions.

6 EXAM NATI ON

7 BY MR SUNDBACK:

8 Q Al right. M. Reed, just to finish off wth
9 585, there, you had pointed out the T and D utilities

10 have less flexibility than integrated utilities and that
11 integrated utilities enjoyed benefits of

12 di versification, right?

13 A That's part of ny answer on Page 24 and 25.

14 Q Wul d you accept, subject to check, that

15 you've made the sane sort of statements in at |east two

16 ot her Encore proceedings as well?

17 A That woul d not surprise ne.

18 Q Ckay. Thank you.

19 Now, you have before you -- and if not, tel

200 us -- well, let's -- let's take themone at a tine.

21 Wul d you agree that the size of an individual

22 generating unit can affect its operational econom es?

23 A Your question goes, as | heard it, to an

24 I ndi vi dual generating unit?

25 Q That is correct.
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1 A Yes.
2 Q Ckay. Wuuld you agree that there are
3 generally three tinmes of synergies that |arger
4  generation conpani es can obtain; those being portfolio
5 synergi es, operational synergies, and strategic
6 syner gi es?
7 A Yes, | would agree those are three areas of
8 synergies that a generating conpany can strive to
9 achieve.
10 Q l"'msorry, M. Reed. M question was with
11 regard to | arger generating conmpanies. Can you answer
12 t hat question, please?
13 A Yes. The answer is the sane.
14 Q Thank you.
15 I n your assessnent of FPL, you didn't make any
16 explicit recognition of the size of FPL's generation
17 units relative to the size of generation units utilized
18 by other utilities; is that correct?
19 A We didn't look at the size of units. That's
20 correct. W |ooked at the size of the conpany and,
21 obvi ously, adjusted for both custoners and out put, but
22 we did not |look at the size of individual units.
23 MR, SUNDBACK: Good news. W can take the
24 first docunent and flip it over without marking it.
25 CHAI RMVAN BROWN:  Ckay.
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1 BY MR SUNDBACK:

2 Q Let's | ook at Page 9, Line 15 of your prepared
3 testinony, again, if we could. You'll see there a

4 reference to financial resources at the end of the

5 sentence. Do you see that?

6 CHAIl RVAN BROMWN: M. Sundback, did you say
7 Page 9, Line 157

8 MR. SUNDBACK: Yes, Madam Chair. Maybe -- |
9 believe that's the correct citation.

10 THE WTNESS: Yes, | have that.

11 BY MR SUNDBACK:

12 Q Ckay. Financial resources presumably woul d
13 I ncl ude both equity and debt; is that correct?

14 A Yes.

15 Q Ckay. And they are an inportant conponent in
16 undertaking to provide the conplex series of steps that
17 are necessary to provide reliable and reasonably-priced

18 electric service, right?

19 A That's probably a little broader than | would
20 say. | would say that financial strength is an
21 | nportant conponent of providing reliable and

22 reasonabl y-priced electric service.
23 Q So, you don't believe that the individua
24  conponents are essential parts of providing that

25 service; that being equity and debt?
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1 A The individual conponents -- and by that, |

2 assune you nmean the relative mx or size of each

3 conponent -- aren't really determnative of financi al
4 strength. They can contribute to it. | would accept
5 t hat .

6 Q Vell, let's ook at your next sentence. You

7 state that assessing whether a particul ar conpany has
8 successful ly achieved not only its service obligations
9 and cost-control objectives -- let's -- let's |ook at
10 t hat phrase.

11 You woul d agree with ne that attaining its
12 cost-control objectives would involve maki ng an

13 assessnent of debt and equity in its capital structure,

14 wouldn't it?

15 A Not for purposes of ny benchmarking, no.
16 Q Wel |, for purposes of achieving cost-control
17 obj ectives overall, wouldn't you agree that a conpany

18 would be doing that?

19 A | would agree that the conpany woul d | ook at
20 the cost of capital, cost of debt, cost of equity.

21 Q Let's ook at Page 8, Lines 13 and 14. There,
22 you assert that the conpany continues to excel at

23 controlling costs. Do you see that?

24 A Yes.
25 Q And that's a result of controlling costs that
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1 were referenced at Page 9, Lines 13 through 17; is that
2 right -- I"'msorry -- 15 through 18.
3 A | may have | ost the thrust of your question,
4 but | think, yes, the answer is controlling cost
5 I nvol ves the eval uati on of productive efficiency,
6 operational efficiency, and service quality, which is
7 what appears there on Lines 15 to 18.
8 Q Ckay. And that, in turn, is affected by,
9 anong other things, the itens you' ve enunerated on
10 Lines 13 and 15, right?
11 A Yes.
12 Q Ckay. Now, if we go back and | ook at your
13 Exhibit JJR- 1 again, you' ve provided, in a nunber of
14  contexts, financial advice to utilities; is that
15 correct?
16 A Yes.
17 Q Ckay. And when | say "you," for the purposes
18 of these questions, | would like you to think of it as
19 Concentric, your firm not just you, John Reed; is that
20 fair?
21 A Ckay.
22 Q Ckay. \When Concentric looks at a utility's
23 financial profile, does Concentric do a thorough
24 analysis if it's inportant for purposes of evaluating
25 cost control s?
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1 A Yes, we try and be thorough.
2 Q Ckay. And when you do that analysis, do you
3 docunment it generally?
4 A Yes.
5 Q I f the conpany had an existing capital
6 structure, for instance, or return-on-equity request,
7 your analysis wouldn't consist of just |ooking at the
8 existing level, would it?
9 A Are we tal king about in the context of a
10 rate -- utility rate case? |Is that what you're --
11 Q A financial -- I'"'msorry. Go ahead.
12 A Was your question in the context of a utility
13 rate case?
14 Q We can start with that.
15 A And agai n, could you repeat the question?
16 Q Your analysis wouldn't sinply | ook at the
17 existing |l evel of RCE and capital structure and cease at
18 that point.
19 A That's correct. It would not just consider
20 the existing ROE and the existing capital structure.
21 Q Ckay. And to the extent that you |imted your
22 anal ysis to just those existing factors, you wouldn't
23 con- -- you wouldn't consider that consistent with good
24 utility practice, would you?
25 A | woul d have to have a lot nore information to
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1 answer that question.
2 MR, SUNDBACK: Okay. Let's take a | ook at
3 what, presumably, is going to be marked as -- |I'm
4 sorry. W are at 588, Madam Chair?
5 CHAI RVAN BROWN: W are at 588.
6 MR, SUNDBACK: 588, which should be excerpts
7 of M. Reed's testinony before the Texas Public
8 Utility Conm ssion in Docket No. 38929.
9 CHAl RVAN BROAN: M. Reed, do you have that in
10 front of you?
11 THE WTNESS. Yes, | do. And I'msorry, this
12 was 588.
13 CHAI RMVAN BROWN:  Yes, 588.
14 THE WTNESS: | have that.
15 MR, SUNDBACK: Al right. Could we -- could
16 we | ook at Page 16 in that package -- I'msorry --
17 t he page designated as 16 on the bottom of the page
18 I n that package. It is not the 16th page of that
19 package.
20 CHAI RMVAN BROWN:  Ckay.
21 BY MR SUNDBACK:
22 Q Let ne know when you've had a chance to review
23 that, M. Reed.
24 A Ckay. G ve ne just a nonment (exam ning
25 docunent).
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1 CHAl RVAN BROMWN. CGot it, M. Reed?

2 THE WTNESS: | have it, yes.

3 BY MR SUNDBACK:

4 Q Ckay. And starting with the passage at

5 Lines 11 through 13 -- well, | guess we need to start at
6 Lines 7 through 11. There, you're stating that the

7 capital structure should be nore consistent with the

8 average of conpanies in the conparison group; is that

9 correct?

10 A Yes, | said that for Encore.

11 Q And then in the next sentence, you say that
12 that enhances the conparison not only for a capital-

13  structure conparison and ROE, but for other regulatory
14 determ nations. Do you see that?

15 A Yes, | see that.

16 Q kay. If we were to |ook at the table at the
17 top of the page, you will see a bar chart, right?

18 A Yes, | see that.

19 Q And you'll see on the far right-hand side the
20 very small bar associated with the capital structure of
21 57.5 percent to 60 percent. Do you see that?

22 A | do.

23 Q That's where FPL would fall based on its

24 proposed capital structure; is that correct?

25 A | don't think that is correct. | -- these
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1 data and the chart are for 2009, 2010.
2 Q VWll, is it your testinony that you understand
3 the distribution of this bar chart to be materially
4 di fferent now?
5 A Yes, it is materially different now.
6 Q And in that case, if you were to nove to the
7 second-fromthe-right bar, the 55- to 57-percent bar,
8 what percent of the utilities do you think would fall
9 I nto that bar now?
10 A | really don't know. That question should be
11 directed to M. Hevert.
12 Q When you put this chart together, there wasn't
13 even any utility over 60 percent; is that right?
14 M5. MONCADA: Madam Chair?
15 CHAl RVAN BROMN:  Yes.
16 M5. MONCADA: We do have ROE and capital -
17 structure wtnesses that are on the list to
18 testify. M. Reed is not one of them
19 CHAI RMAN BROWN:  Ckay.
20 M. Sundback --
21 MR, SUNDBACK: Madam Chair --
22 CHAI RMAN BROWN:  -- stick to the instant case,
23 pl ease.
24 MR, SUNDBACK: The witness' testinony before
25 you in the Encore's case says this is relevant for
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1 pur poses of regulatory determ nations in addition
2 to ROE and capital structure. And we're trying to
3 probe how unusual this capital structure is wth
4 regard to FPL.
5 M5. MONCADA: And with regard to capital
6 structure, we have better w tnesses who can speak
7 to that -- I'"'msorry. They are not better
8 w tnesses, M. Reed. W have other w tnesses who
9 can speak to that.
10 THE W TNESS: Thank you.
11 (Laughter.)
12 CHAI RMAN BROWN:  That are probably nore
13 appropri ate.
14 MR, SUNDBACK: Madam Chair, | can certainly
15 under stand why FPL doesn't want M. Reed to talk
16 about his statenents in this regard because they
17 are inconsistent with sone of the positions FPL is
18 taki ng now, but that doesn't nean that this isn't
19 appropriate cross exam nation, especially when the
20 W tness volunteered in the original testinony that
21 it's appropriate to consider not just for RCE and
22 capital structure, but other regulatory
23 consi derations as wel|.
24 CHAI RMAN BROWN: M. Sundback, |I'mgoing to
25 all ow you to ask the question. And if the w tness
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can answer it, then he can; iIf he can't, then he

can't. But please be remnded to stick to the

i nstant case --

MR SUNDBACK: Thank you.

CHAl RVAN BROWN:  -- as these facts relate to.
MR, SUNDBACK: Thank you.

CHAI RVAN BROMN:  Thank you.

THE WTNESS: And |I'msorry. |Is there a

pendi ng question?

BY MR SUNDBACK:

Q

When you -- when you prepared this chart,

there were no other utilities that even had a capital

structure with an equity conponent in excess of

60 percent; is that correct?

A | believe that is true for electric utilities.
Q Ckay. Thank you.
A And by the way, that's for the authorized
rati os, not for the actual ratios.
Q Ckay. So, |ooking at your testinony, we
established earlier that FPL -- your understanding is

that FPL is going to use your testinony to attenpt to

justify the 50-basis-point adder for incentive -- to

i ncentivize both itself and other Florida utilities.

A

Do you recall that?

It is nmy understanding that the conpany
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1 relies, at least in part, on ny testinony for that.

2 Q kay. Let's look at the -- well, would you

3 agree that, as recently as two years ago, you stated

4 that the cost-of-service nodel, the traditional cost-of-
5 service nodel, incents managenent to i nprove efficiency
6 so that it can increase its errant return over that

7  which woul d otherw se be achi evabl e?

8 A Again, if you can give ne a specific

9 reference, we can verify that.

10 MR, SUNDBACK: kay. Madam Chair, we woul d
11 ask to have marked as Exhibit No. 589 the next

12 docunent, hopefully, which are excerpts of

13 M. Reed's testinony before the M ssouri Public

14 Servi ce Comm ssion in Docket Nunmber EC-2014-0223.
15 CHAl RMVAN BROWN:  Ckay. We will do that.

16 (Wher eupon, Exhibit No. 589 was marked for

17 i dentification.)

18 MR, SUNDBACK: Thank you.

19 CHAl RVAN BROAN: M. Reed, do you have a copy
20 of that before you?

21 THE WTNESS: | believe | do.

22 CHAI RMVAN BROWN:  Ckay.

23 M. Sundback, can you direct himon the exact
24 point in that exhibit?

25 MR, SUNDBACK: Thank -- thank you, Madam
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1 Chair.

2 BY MR SUNDBACK:

3 Q If you | ook at Page 9, starting at Line 8,

4 there, you're stating that: The opportunity to respond
5 to changing market conditions and preserve or enhance

6 returns under the cost-of-service nodel is an inportant

7 I ncentive for managenent to capture efficiencies, right?
8 A | meant to conplete the sentence: And it's an
9 I nportant incentive for managenent to capture -- |I'm
10 sorry -- and managenent should be allowed to reap the

11 rewards and bear the costs of these efforts. That's

12 correct.

13 Q Ckay. And at Page 5 of this testinony,

14 Lines 5 through 6, two years ago, you told that

15 Comm ssion that: The cost-of-service nodel incents

16 managenent to inprove efficiency so it can increase its
17 earned return over that which would ot herw se be

18 achievable, right?

19 A Yes, in the context of the question that's

20 bei ng addressed there, that's correct.

21 MR, SUNDBACK: Ckay. W don't have to --

22 Madam Chair, to nove this along, we could spend a

23 ot of time with sone of the quotes in here. W're

24 happy to nove along and not review all of them on

25 this point if we are not going to be net with an
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1 obj ection that we haven't spent enough tinme with

2 the exhibit and the witness, so --

3 CHAI RVAN BROAWN:  FPL?

4 M5. MONCADA: | think there will be an

5 objection to these exhibits on the ground of

6 conpl eteness. Not an objection on how nmuch tine

7 you' re spending on them but M. Reed just, in this

8 exanpl e, said that he agreed wth M. Sundback in

9 the context of the question being asked. The

10 guesti on bei ng asked does not appear here.

11 This is just one instance. | -- | believe --
12 and | could be wong, and he'll kick nme under the
13 table if I am-- but that M. Butler asked folks to
14 have conplete -- at |east tw conpl ete copies of

15 the exhibits for the purposes of the record.

16 MR, SUNDBACK: We're -- we're happy to provide
17 those to FPL if they would like themright now.

18 CHAI RVAN BROWN:  FPL?

19 M5. MONCADA: Sure. |If that's the copy that's
20 going to go into the record, we're fine wth --

21 CHAI RMAN BROWN:  Ckay. Fair enough.

22 MR, SUNDBACK: We're prepared to provide them
23 to FPL. W are not going to nove the entire copy
24 into the record.

25 CHAI RMAN BROWN:  Ckay. Wy don't your have
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1 your staff do that, and you continue with your

2 cross, please.

3 MR, SUNDBACK: Thank you.

4 CHAl RVAN BROMN:  So, you're saying that that
5 be streanmlining your questions on this exhibit.

6 MR. SUNDBACK: Yes, that is correct. In that
7 event, we would be done, hopefully, wth 589.

8 CHAI RMAN BROWN:  Ckay. Thank you.

9 MR, SUNDBACK: OCh, I'msorry. W've got one
10 nore itemon 589 before we say goodbye. It was
11 too -- it was too easy.

12 BY MR SUNDBACK:
13 Q Let's | ook at Page 15, Lines 20 -- |I'm
14  sorry -- 12 through 22, if we could. There, you're

15 citing a treatise on utility-rate regulation; is that

16  right?

17 A That's correct.

18 Q And on Line 16, you have a caption

19 “prohibition on single-issue ratenmaking."” Do you see
20 t hat ?

21 A | do see that, yes.

22 Q And is it fair to conclude that, by the

23 quotation in the indented | anguage, you are endorsing
24 the opinion expressed in that |anguage?

25 A |"mendorsing it for the purpose of answering
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1 the question; again, how are these incentives and
2 principles applied in nodern ratenmaking.
3 Q Ckay.
4 A In the entirety of the answer, both one, two,
5 and whatever cane after that.
6 Q Al right. Very well.
7 Al right. You ve nmade simlar objections to
8 what you characterized as partial or pieceneal
9 rat emaki ng i n anot her docket involving Iroquois Pipeline
10 at FERC, is that right?
11 A Again, if you can give ne an exanple, |I'm
12 happy to take it.
13 Q Well, hopefully, the next docunment in your
14 packet, which we would ask to have assigned Exhibit 590,
15 consi sts of excerpts of your lroquois testinmony. Do you
16 happen to have a copy of that?
17 CHAl RMAN BROWN: |'m-- M. Sundback, which
18 one is that?
19 MR SUNDBACK: I'msorry. It's |abeled
20 "Excerpts from prepared answering testinony of John
21 J. Reed before the FERC' --
22 CHAI RVAN BROWN:  FERC.
23 MR, SUNDBACK: -- "In Docket No. RP97-126."
24 CHAIl RVAN BROMWN:  Woul d you |i ke that | abel ed
25 as Exhi bit 5907
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1 MR, SUNDBACK: If we could, please.
2 (Wher eupon, Exhibit No. 590 was marked for
3 i dentification.)
4 CHAl RVAN BROAN: M. Reed, do you have a copy
5 of that before you?
6 THE WTNESS: | do.
7 CHAI RMAN BROWN:  Alll right. Proceed, please.
8
9 BY MR SUNDBACK:
10 Q Let's ook at what's designated in the
11 original docunent as Pages 6 and 7. Let's start at
12 Line 22, if we could. And if you could, reviewthat
13 paragraph that carries over to Page 7. And |let us know
14  when you're done.
15 A (Exam ni ng docunent.)
16 CHAl RMAN BROWN:  CGot it, M. Reed?
17 THE WTNESS: | have reviewed that.
18 BY MR SUNDBACK:
19 Q Ckay. And the sentence in particul ar that
20 carries over fromsix to seven represents your criticism
21 of pieceneal adjustnents for post-test-period changes
22 and i ndi vidual ratenaking elenents, right?
23 A Yes, under the FERC s test-period principles,
24 that's correct.
25 Q Ckay. Do you understand that that's what is,
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1 I n essence, proposed in the LSAin this case?

2 M5. MONCADA: Madam Chair?

3 CHAl RVAN BROMN:  Yes.

4 M5. MONCADA: M. Reed's testinony does not

5 address the LSA in any way.

6 MR, SUNDBACK: | -- may | be heard, ma'anf

7 CHAl RVAN BROMN:  Yes.

8 MR, SUNDBACK: We spent sone tine in the

9 nmorning wiwth M. Reed exploring his understanding
10 of FPL's rate filing, a phrase he used in his

11 testinony. And he vol unteered that he understood
12 separate steps for 17, 18, 19. And he, in fact,

13 volunteered the LSA acronym So, he has sone

14 famliarity with it.

15 CHAI RMAN BROWN:  Yes, |'I1 allow the question.
16 (bj ection overrul ed.

17 MR, SUNDBACK: Thank you.

18 THE W TNESS:. And your question is: |Is the
19 LSA an exanple of an individual change in a cost

20 element? 1|s that the question?

21 BY MR SUNDBACK:

22 Q s the LSA proposed by FPL an exanpl e of post-
23 test-period changes and individual ratemaking el enents,
24  based on your understandi ng?

25 A And | wll start by saying | don't really have
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1 a conpl ete understanding of the structure of the LSA,
2 but | would say that the Comm ssion's rules here and
3 policies are different than FERCs. And it is ny
4 understanding that it is a |limted-scope adjustnent,
5 nmeani ng it does not include or involve a review of the
6 entirety of the revenue requirenent at that tine.
7 MR, SUNDBACK: kay. Thank you, M. Reed.
8 Madam Chair, we woul d be prepared to nove on
9 from 590 as well, based on the earlier
10 understanding, if we're going to have an objection
11 we haven't spent enough tinme wth 590, we're happy
12 to spend nore tinme with 590.
13 CHAl RVAN BROMWN:  FPL, any response?
14 M5. MONCADA: No, just the sane conpl eteness
15 objection. And we can take that up at the end.
16 CHAI RMAN BROWN: | think they are working on
17 that right now.
18 MS. MONCADA:  Sure.
19 CHAl RVAN BROMN: Correct, M. -- you're
20 wor ki ng on the conpl et eness?
21 MR SUNDBACK: W have copies to provide to
22 FPL right now.
23 CHAI RMAN BROWN: Ckay. You can proceed with
24 your questi ons.
25 MR, SUNDBACK: Thank you.
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1 111

2 BY MR SUNDBACK:

3 Q So, M. Reed, the good news is | think we're
4 done with your past testinonies. Let's see if we can do
5 a kind of overall sunmary to expedite things here. And
6 if it doesn't work, you tell ne and we'll back up and

7 take it a little slower.

8 The next set of materials are excerpts from
9 FERC Form 1s. Wuld you agree that sonme of the data

10 that you used in the preparation -- well, you'll recal
11  you had a discussion wwth M. Myle this norning that
12 sone of the data you used in your benchmarking study

13 cane from FERC Form 1; is that correct?

14 A Yes.

15 MR, SUNDBACK: Okay. Madam Chair, if we could
16 have the next -- the rest of the exhibits, now,

17 mar ked in sequence, we would appreciate it. The

18 first being excerpt fromArizona Public Service's
19 Form 1.

20 CHAI RMVAN BROWN:  Ckay.

21 MR, SUNDBACK: And that would be 591, if our
22 record keeping is correct.

23 CHAI RMAN BROWN:  That is correct. W wll

24 | abel that as 591. That's excerpts from Arizona

25 PSC.
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1 (Whereupon, Exhibit No. 591 was marked for
2 i dentification.)
3 MR, SUNDBACK: The next woul d be an excer pt
4 from | daho Power Conmpany's FERC Form 1. And if
5 we're in sync, that would be 592.
6 CHAI RMAN BROWN: 592 it is.
7 (Wher eupon, Exhibit No. 592 was marked for
8 i dentification.)
9 MR, SUNDBACK: The next woul d be an excer pt
10 from Public Service Conpany of New Mexi co FERC Form
11 1.
12 CHAI RVAN BROMN:  593.
13 (Wher eupon, Exhibit No. 593 was marked for
14 i dentification.)
15 MR, SUNDBACK: Thank you.
16 The next would be an excerpt from TECO s FERC
17 Form 1.
18 CHAI RVAN BROWN: 594,
19 (Wher eupon, Exhibit No. 594 was marked for
20 i dentification.)
21 MR, SUNDBACK: Thank you.
22 And hopefully, the last -- no, not the |ast.
23 The next would be an excerpt from DTE' s FERC Form
24 1.
25 CHAl RVAN BROMN:  595.
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1 (Wher eupon, Exhibit No. 595 was marked for

2 i dentification.)

3 MR. SUNDBACK: And now we're at the |ast,

4 excerpts fromFPL's form-- FERC Form 1.

5 CHAIl RVAN BROWN: That will be | abel ed as 596.
6 (Wher eupon, Exhibit No. 596 was marked for

7 i dentification.)

8 MR, SUNDBACK: Okay. Thank you, Madam Chair.

9 BY MR SUNDBACK:

10 Q Let's see if we can summari ze this, M. Reed.
11 Wul d you agree, subject to check that --
12 well, | think we need to at | east go through one of

13 these to nake sure we're all on the sane page on the
14 data. Let's turn to the third page of what's been

15 mar ked as Exhi bit No. 5.

16 CHAl RVAN BROMN:  Wbul d you nobve your mc a
17 little bit closer so that our court reporter can
18 pi ck up? Thanks. Pl ease.

19 MR, SUNDBACK: kay. Thank you.

20 BY MR SUNDBACK:

21 Q Let's ook at the third page of what's been
22 mar ked as Exhi bit 591, please.

23 A | have that.

24 Q In what's | abeled Columm D, as in "David,"

25 year-to-date, quarterly/annual, that is a report of the
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1 total sales of the conpany; is that correct? And you
2 may have to go back to the prior page to find the | abel
3 on that line.
4 A (Exam ni ng docunent.) So, |I'msorry. Your
5 question is about what -- which |ine?
6 Q Li ne -- Line 12.
7 A Ch, Line 12.
8 Q 32,951,388 -- let's see if we can expedite
9 that. |Is that the type of data that you used in
10 perform ng your benchmarking studies?
11 A Yes, it is the type of data we use in
12 perform ng the benchmarki ng study.
13 Q And you can see in the upper right-hand corner
14 it's the fourth quarter of 2014. Do you see that?
15 A Yes, | -- let nme correct ny answer, actually.
16 | can't tell without |ooking at this. |Is this the
17 Form 3Q as opposed to the Form 1?
18 CHAI RMVAN BROWN: M. Sundback?
19 Q The -- the cover page says it's FERC Form 1.
20 A It also says that the cover page says it's
21 Form 3Q.
22 Q Wul d you -- would you -- (discussion off the
23 record.)
24 M. Reed, are you famliar wth Form 1s
25 generally?
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1 A Yes.
2 Q And do you understand that the fourth quarter

3 2014 Form 1s are the forns for which the annual data are

4 reported -- on which the annual data are reported?
5 A Yes, that is correct.
6 Q Ckay. And you can see that, not only the page

7 we were |looking at, the third page in the docunent is

8 | abel ed as 2014/ Q4 in the upper right-hand corner, but

9 al so on the second page of the exhibit, in the | ower

10 ri ght-hand corner, you will see year/period of report,
11 end of 2014/ 4. Do you see that?

12 A "' mnot sure where you were for that second
13 reference, but | believe it is the report for the fourth
14 guarter of 2014.

15 Q Ckay. So, turning to the third page, Line 12,
16 Columm D, the 32,951,388 figure -- that's the type of

17 data you utilized in your benchmarking study for total
18 sales of utilities that were in your survey; is that

19 correct?

20 A Yes.

21 Q kay. And simlarly, under Colum F on

22 Line 12, the 1,163,134 thousand [sic] nunber -- that

23 represents the total average nunber of custoners per

24 nonth, correct?

25 A Yes.
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1 Q And that's also a data input that you utilized
2 I n your benchmarking study; is that right?

3 A Yes.

4 Q Ckay. Wuld you accept, subject to check,

5 that for the Form 1ls, designated Exhibit Nos. 591,

6 through 595 -- well, would you accept, first of all,

7 that those conpanies filing those Form1ls in the

8 identified exhibits are within one or nore of your

9 conpari son groups in this case?

10 A Gve ne just a nonent to verify that.

11 Q Sure. If you could, go, for instance, to -- |

12 think it's JJIR-6.

13 A Yes, Page 1 of 34.

14 Yes, they are.

15 Q Ckay. Very good.

16 And woul d you accept, subject to check, that
17 wth regard to Colum D data, the year-to- -- year-

18 to-date sales, negawatt hours sold -- none of these

19 reports and none of these utilities exceeded 30 percent
20 of the total sales of FPL?

21 A | would have to nmake that cal cul ation, but

22 t hat woul d not surprise ne.

23 Q kay. And simlarly for Colum F, for the
24 entities that are represented in Exhibit Nos. 591

25 through 595, the average nunber of custoners is no
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1 greater than -- for any of them no greater than
2 40 percent of the average total nunmber of custoners of
3 FPL?
4 A Sanme answer; that would not surprise ne, but I
5 haven't nmade the cal cul ati on.
6 Q Ckay. It wouldn't surprise you either to find
7 out that, in terns of the total sales, the range of
8 wvariability is approximately ten-to-one between | daCorp
9 and FPL, would it?
10 A G ve ne just a nonent to check that.
11 Q Sure.
12 M5. MONCADA: Wiile he's checking on that, if
13 M. Sundback tell us the relevance of |roquois?
14 MR SUNDBACK: |'msorry?
15 M5. MONCADA: The rel evance of I|roquois.
16 MR, SUNDBACK: IdaCorp. IdaCorp --
17 M5. MONCADA: (h.
18 MR, SUNDBACK: -- as M. Reed has already
19 testified, is a nenber of one or nore of his
20 conmpari son groups.
21 CHAI RMAN BROWN:  Thank you.
22 M. Reed?
23 THE WTNESS: | don't believe that -- your
24 ratio was ten-to-one? | don't believe that's
25 correct. \What | see in the |Idaho Power report is a
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1 total sales figure of one six three one two seven
2 ei ght six versus Florida Power & Light at one one
3 two nine two nine seven two nine. So, nore like a
4 si x-t0-one, seven-to-one.

5 BY MR SUNDBACK:

6 Q Seven-to-one. Okay. Fair enough.

7 Wul d you accept, subject to check, that the
8 ratio i s about nine-to-one wth regard to the Colum F
9 data, if you were to conpare either lIdaCorp or Public
10 Service of New Mexico to FPL?

11 A |"msorry. Wich conpanies? IdaCorp or --
12 Q | daCorp or Public Service Conpany of New

13 Mexi co?

14 A And you're, now, asking nme to conpare a

15 custoner count; is that correct?

16 Q The Colum -- the Colum F data.

17 A Whi ch is custoner count, yes.

18 Q Yes.

19 A (Exam ni ng docunent.)

20 CHAl RMVAN BROWN:  CGot it, M. Reed?

21 THE WTNESS:. | have it.

22 It's -- | think your question was nine-to-
23 one. |Is that the ratio you offered?

24 BY MR SUNDBACK:

25 Q Yes, Sir.
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1 A That's correct.

2 MR, SUNDBACK: kay. Thank you.

3 Thank you, M. Reed. Those are all our

4 guesti ons.

5 Thank you, Chair.

6 CHAI RMAN BROWN:  Thank you, M. Sundback.

7 Staff?

8 M5. BROMNLESS: |'m --

9 CHAI RMVAN BROWN:  I'msorry. | did not hear
10 you.

11 M5. BROMLESS: | said, I"'min the exhibits.
12 MR SAYLER:  Sorry?

13 EXAM NATI ON

14 BY M5. BROMLESS:

15 Q Good afternoon, M. Reed.
16 A Good afternoon.
17 Q Do you agree that utility regulations should

18 function as a proxy for a conpetitive marketpl ace?

19 A I n general terns, yes.

20 Q Do you agree that utility generation, as

21 general ly practiced, has no equivalent for the short-

22 termeconomc profits that can be earned by conpanies in
23 a conpetitive market place when they are nore efficient
24  than their conpetitors?

25 And by efficiency, |I nean being defined as
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1 being able to earn above their cost of capital due to

2 hi gher productivity.

3 MR, MOYLE: | think it's irrelevant.

4 CHAI RMAN BROWN:  (Cbj ecti on overrul ed.

5 THE WTNESS: | think your question was: |Is

6 there a counterpart -- was that the word -- in the
7 short-term experience of a regulated utility versus
8 a non-utility?

9 BY M5. BROMNLESS:

10 Q |s there an equival ent --
11 A Equi val ent .
12 Q -- in the requlated market for short-term

13 econom c profits that can be earned by conpani es,

14 conpetitive conpanies, in a conpetitive marketplace when
15 they are nore efficient than their conpetitors?

16 A | don't think there is an equivalent. The

17 focus on regulation tends to be |onger-termcost trends

18 rat her than shorter-term Your question was about

19 shorter-termprofitability variations and non-utilities.

20 The focus with any utility regulation tends to be |onger

21 term
22 Q Thank you.
23 Wuld it be beneficial to utilities and their

24 custoners if utility regulation could provide an

25 I ncentive nechanismthat would allow utilities to earn
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1 short-termeconomc profits simlar to those that can be

2 earned by conpanies in a conpetitive narketpl ace?

3 MR, MOYLE: I'mgoing to object to this. It's
4 beyond his direct testinony. He said he's talking
5 about the adder. That's it. Now, they're asking
6 hi m about -- about essentially the incentive
7 mechani smthat Wtness Forrest covers.
8 So, this is beyond his direct. |It's getting
9 into a whole other area that another FPL w t ness
10 covers.
11 CHAI RVAN BROWN:  Ms. Brownl ess?
12 M5. BROMNLESS: One nonent, please.
13 Well, | believe that M. Myl e asked questions
14 about Issue 84, which was the ROE adder. And to
15 the extent that M. Reed is relied upon by
16 M. Dewhurst, which discussed about -- discusses
17 the ROE adder in greater detail -- as M. Myle
18 asked questions about this, we believe we should be
19 entitled as well.
20 MR. SAYLER: Public Counsel would join FIPUG s
21 objection. This w tness does not provide anything
22 as it relates to the incentive nechanism | don't
23 beli eve the ROE adder has any relationship to the
24 I ncentive nmechanism and we woul d object --
25 CHAl RVAN BROMAN:  (bj ecti on sust ai ned.
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23

24

25

Pl ease -- please nove on with your question.

M5. BROMLESS: No further questions. Thank
you, nma' am

CHAI RMAN BROWN:  Ckay. Thank you.

Comm ssioners, our turn. Any questions?

Conmi ssi oner Brisé?

COW SSI ONER BRI SE:  Thank you, Madam Chair.

Qui ck question about the performance factors
that you considered. So, how many of the
performance factors that are, in ny mnd,

I nherently favorable to FPL are due to its size and
its ability to take advantage of economc
efficiencies?

THE W TNESS: Your question had an interesting
word in it, which was "inherently.” | don't think
there is anything necessarily inherent about size
that necessarily neans you wll do better.

Si ze can be a contributor to doing better.
And that's one of the reasons why we focused on
unit costs by not | ooking at aggregate costs. So,
our measures of productivity efficiency --
productive efficiency are based on unit cost.

And it's also why we separately | ooked at the
subset of performance relative to just |arge

utilities; utilities with nore than 200 -- |I'm
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1 sorry -- with nore than two mllion custoners. So,
2 we woul d not have sone of the snaller conpanies
3 that M. Sundback took us through in that
4 conpari son.
5 What was notable to ne when | | ooked at the
6 differentiati on between perfornmance versus the
7 straight utility peer group versus the |arge
8 utility peer group is that FPL's performance was
9 even stronger when you |limted the conparisons to
10 the | arge conpani es.
11 When you do that, you find that they were
12 actually first every single year of the ten as
13 opposed to first or second, which is their ranking
14 out of the 27 conpanies in a straight utility
15 group.
16 So, size can matter. And on sone of these
17 netrics, there is the opportunity to achieve
18 econom es of scal e, but when you | ook at other
19 |l arge utilities, nore than two mllion custoners,
20 again, FPL's performance even stands out nore,
21 whi ch | thought was remarkabl e.
22 COW SSI ONER BRI SE: Okay. So, is there any
23 coi ncidence in the situational -assessnent rankings
24 that, when you rank the Florida group, they tend to
25 fall out by size?
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1 THE WTNESS: Renenber, situational assessnent
2 Is not a neasure of efficiency --
3 COVM SSI ONER BRI SE:  Sure.
4 THE WTNESS:. -- or productivity. It's a
5 measure of how chal | enged they are.
6 So, no, | don't think that is -- | would -- |
7 would say it is coincidental if you see a
8 relationship there by size. W're looking to
9 measure things |like custonmer growth, things |ike
10 age of plant, other aspects, use per custoner, that
11 can be a challenge in terns of achieving | ower
12 costs.
13 So, no, | would not expect there to be any
14 predi ctabl e relationship there between size and
15 rank within the situational assessnent.
16 COVW SSI ONER BRISE: Ckay. | think that's --
17 that's all | have.
18 CHAI RMAN BROWN:  Thank you, Conm ssi oner
19 Brisé.
20 Any ot her questions?
21 kay. Redirect.
22 M5. MONCADA: Thank you, Madam Chair. | do
23 have a few.
24 REDI RECT EXAM NATI ON
25
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1 BY M5. MONCADA:
2 Q M. Reed, do you recall a discussion with
3 M. Myle earlier today, | believe it was, and he asked
4  you about specifically this one netric, the nuclear
5 capacity factor -- do you renenber that conversation?
6 A | do.
7 Q And that was just taking one isolated netric.
8 If you take all of the areas that you've
9 analyzed as a whole, what is your opinion regarding
10 FPL's overall performance?
11 A In aggregate, | think, again, fromthe words
12 of nmy summary, the results speak for thenselves. The
13 conpany is first or second in every single peer group
14 that we | ooked at when you consider all netrics.
15 That's 24 individual cost netrics that we
16 | ooked at in productive efficiency, plus all of the
17  operational netrics that we | ooked at for custoner-
18 service quality and reliability of the system
19 Taken together, it is a remarkabl e performance
20 to be first or second in every single one of the ten
21 years versus every single one of the peer groups.
22 Q Thank you.
23 And then followng up on OPC s questions from
24 | ast night -- and there was a couple of questions from
25 Florida Retail Federation in the sanme vein. They asked
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1 you about investnents that FPL has nmade that have led to
2 | nprovenents in things such as operational flexibility,
3 SAI DI, forced outage rates, and response tines.

4 And nmy question to you is: Do the other

5 conpanies in any of the three peer groups or all of the
6 three peer groups have opportunities to nake sone of the

7 sane i nvestnents?

8 MR, SUNDBACK: We will object based on the

9 formof the question. 1It's a |leading question on
10 redirect. It's inproper in that form

11 CHAI RMAN BROWN:  Can you rephrase it?

12 BY MS. MONCADA:
13 Q Do the other conpanies in the peer groups have

14 an opportunity to make sone of the sane investnents or

15 | nprovenents that FPL has made?

16 MR, SAYLER: (Obj ection. Specul ati on.

17 CHAI RMAN BROWN:  |I'mgoing to allow it.

18 THE W TNESS:. Yes, they do certainly have the
19 opportunity to invest in new generation, in system
20 hardeni ng and rei nforcenents, anything to enhance
21 service quality.

22 | think | said in response to another question
23 that, again, a remarkable attribute here is, when
24 you | ook at investnent as well as expenses, that

25 FPL is nore efficient, not only in mnimzing the
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1 need to deploy capital for increnental custoners or
2 I n aggregate, a cost of gross plant, but it
3 actual |y achi eves greater bang for the buck.
4 So, it is nore efficient in the deploynent of
5 capital and in the results that are able to be
6 achi eved t hrough the depl oynent of that capital.
7 BY M5, MONCADA:
8 Q Thank you.
9 M. Myle al so asked you earlier this norning
10 wth regard to a portion of your direct testinony and
11 the $1.9 billion of savings relative to the average
12 straight electric conpany in their productive efficiency
13 per f or mance.
14 And he had a discussion with you regardi ng
15 whether custoners actually receive the $1.91 billion
16 benefit in 2014. Do you have an under st andi ng about
17 whether the O & M savings from productive efficiency are
18 reflected in this filing?
19 A In this filing was your question. Yes --
20 Q In this filing.
21 A -- 1 do. And again, | would have a reference
22 to Exhibit JJR- 8, Page 1 where we have the cal cul ation
23 of that 1.91 billion and put it in context of howit's
24 changed over tine.
25 Al of those savings, as | understand it, are
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1 reflected in the base-period revenue requirenents for

2 t he conpany and then, of course, adjusted on to a known
3 or neasurable basis for the test year.

4 So, all of those savings, as they are

5 reflected in the actual 2015 data will flow through in
6 terns of benefits and the revenue requirenents to

7  custoners.

8 Q Thank you.

9 M. Sundback presented you an exhi bit

10 earlier today and asked you a question regardi ng your

11  definition of productive efficiency. Do you renenber

12 t hat ?

13 A | do.

14 Q Do you believe that efficiency is a relative
15 tern

16 A It is. That quote that we had in the

17 testi nony before was about the achi evenent of | owest

18 possi bl e costs or |least cost. And that is the neasure
19 of perfect efficiency. |If you have, in fact, achieved
20 the lowest possible or mninmum-- mnimzation point on
21 the cost curve, that's perfect efficiency.

22 But in reality, efficiency is neasured agai nst
23 what others achieve and what is achievable in the real
24  world. And that is what a benchmarking study is neant

25 to do. That's what ny benchmarking study is neant to

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



668

1 do.
2 Q M . Sundback al so asked you a question -- |'Il|
3 par aphrase as closely as possible. He asked if you knew
4 what FPL's em ssions profile, 1'll say, would have been
5 I f the Comm ssion had approved -- had approved the
6 A ades coal power plant, if that had gone into service.
7 Do you renenber that question?
8 A | do.
9 Q M. Reed, do you know, with respect to
10 generation resource selection, what steps FPL took in
11 response to the Conm ssion's decision against the d ades
12 coal plant with regard to em ssions profile?
13 MR, MOYLE: | think his answer to that
14 guestion was he didn't know. So, it's not proper
15 redirect if he said, | don't know.
16 M5. MONCADA: He said he --
17 MR, SUNDBACK: I'msorry. Go ahead.
18 M5. MONCADA: Madam Chair, he said he did not
19 know what the em ssions -- and |I'mnot a technical
20 person, but the pounds of --
21 CHAI RMAN BROWN:  |I"'m going to allow the
22 question. QObjection overrul ed.
23 THE WTNESS: The response, which | was part
24 of, was to put forward plans for clean energy in
25 the formof new nuclear, Turkey Point 6 and 7, and
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1 in the formof nuclear uprates at St. Lucie and

2 Turkey Point, and to replace the capacity that

3 woul d have been achi eved through d ades through

4 zero em ssion, new nucl ear, and nucl ear expansi ons.

5 BY M5. MONCADA:

6 Q Thank you.

7 Fol | owi ng up on sone questioning you had form
8 fromM. Wight fromthe Florida Retail Federation, he
9 t ook you through sonme exhibits that showed you netrics
10 such as L-BAR and safety and other netrics.

11 But ny question to you is: What do you

12 consi der the nost conprehensive neasure of distribution
13 reliability?

14 A If we're trying to viewthis fromthe

15 perspective of a custoner, as opposed to engi neers, it
16 Is typically viewed that the SAID and SAIFlI indices,

17 which are systemaverage indices as opposed to custoner-
18 average indices are the ones that best reflect the

19 experience of the custoners overall in the system

20 And that's why |I have relied nost heavily on
21 the three that | used.

22 Q M. Wight also focused his questions on the
23 years 2014 and 2016 in his exhibits, which were 586 and
24 587. Do you believe that's the appropriate tine frane

25 to hone in on?
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1 A No, | wouldn't want anybody to draw

2 conclusions about reliability based upon a single year
3 or even two years. W present a data for ten years,

4 which enconpass all kinds of events on the system And
5 what we saw there was a significant inprovenent over a
6 long trend in these reliability nmetrics over that ten-
7 year period. And | think that's the appropriate type of
8 analysis to | ook at.

9 Q Thank you.

10 And sticking with the Exhibits 586 and 587

11 that M. Wight presented you, did you prepare or were
12 you involved in the preparation of those docunents that

13 were submtted to the PSC?

14 A No, | was not involved in the preparation of
15 ei t her.
16 Q And if the Commi ssion or M. Wight had nore

17 questions and maybe wanted nore specific information
18 regardi ng those exhibits, do you know who they shoul d

19 speak to?

20 A | believe they should speak to Wtness Mranda

21 in this case.

22 M5. MONCADA: Thank you.

23 And Madam Chair, | believe | have just one

24 nor e.

25
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1 BY MS. MONCADA:
2 Q Just recently, M. Sundback took you through a
3 coupl e of exhibits and FERC Form 1s regardi ng the
4 conpany's | daho Power Conpany and the Public Service
5 Conpany of New Mexi co.
6 Do you renenber that?
7 | do.
8 Q Could you turn to your exhibit, JIJR 6, Page 17?
9 CHAl RVAN BROMN:  Coul d you just speak up just
10 alittle bit?
11 M5. MONCADA:  Sure.
12 CHAI RMAN BROWN:  Thank you.
13 M5. MONCADA: Exhibit JJR-6, Page 1.
14 CHAI RMAN BROWN:  Thank you.
15 THE WTNESS: | have that.
16 BY MS. MONCADA:
17 Q Are |1 daho Power or Public Service Conpany of
18 New Mexico part of the large utility group?
19 A No, they are not.
20 Q And is that inportant for purposes of
21 M . Sundback's questioni ng?
22 MR, SUNDBACK: We're going to object --
23 both -- it's too late to object to the | ast
24 guestion, which was a cl assic | eadi ng question, but
25 this one is a great exanple of it, too. It could
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go in the dictionary. It's not -- it's not an
open-ended question. It is a very directed
guesti on.

And in fact, M. Reed was telling us about his
conpari son-group constituents throughout the
di scussi on.

CHAI RMAN BROWN: | gave you a lot of |atitude
on direct. |I'mgoing to overrule that objection.

You may answer the question.

THE WTNESS: | think it is relevant because,
as | said, the conparisons, even at the |arge
utility group, portray Florida Power & Light as
bei ng even nore of a top achiever relative to the
strai ght electric group, which does include sone
conpani es that are certainly smaller than FPL.

M5. MONCADA: Thank you.

| have no nore questions.

CHAI RMAN BROWN: Ckay. W are nobving on to
exhi bits.

Let's nove to the exhibits that are attached
to M. Reed's prefiled testinony first.

M5. MONCADA: Thank you. Those woul d be
Exhibits 31 through 43. FPL noves those exhibits.

CHAI RMAN BROWN: 31 through 43. Are there any

obj ections?
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Seei ng none, we will nove Exhibits 31 through
43 into the record.

(Wher eupon, Exhibit Nos. 31 through 43 were
admtted into the record.)

CHAl RVAN BROAN:  Now, getting to the parties.
| have first up is FIPUG Exhibit 580, savings from
reduced costs?

MR. MOYLE: We would nove it.

M5. MONCADA: No objection.

CHAl RVAN BROMN:  No objections. W'IIl nove
580 into the record.

(Whereupon, Exhibit No. 580 was admitted into
the record.)

CHAl RVAN BROMN: Hospitals has a few W're

going to go 581 to 585 and 588 through 595; is that

correct?
MR, SUNDBACK: | believe -- don't we have 5967?
And | apol ogi ze, Madam Chair. |I'm-- | believe we

nunbered 596 as the excerpt from FPL.
CHAI RMAN BROAN:  You're right.
MR, SUNDBACK: Thank you.
CHAI RVAN BROMN: It was stuck. Thank you.
Ckay. So, I'll just repeat those real
qui ckly. Those are 581 through 585, and 588

t hrough 596; is that correct?
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1 MR, SUNDBACK: Yes, that's correct.
2 CHAI RMVAN BROWN:  Ckay. Are there any
3 obj ections to noving those in?
4 M5. MONCADA: (bjections from FPL on Nos. 581
5 t hrough 585 and Nos. 588 through 590. These are
6 excerpts fromM. Reed' s prior testinonies. And
7 there were a few instances -- and because of the
8 timng, | couldn't catalog themall -- in which the
9 portions that were excerpted by the Hospital
10 Associ ation were inconplete.
11 M. Reed's answers to certain questions were
12 either cut off in the begi nning where the question
13 was posed to or cut off at the end of the answer.
14 FPL would Iike to nove the entirety of the
15 testinony and -- so, we would object to them com ng
16 inif they are inconplete.
17 CHAI RVAN BROMWN:  Wbul d you be anenable if
18 Counsel or provides themin conplete fornf
19 V5. MONCADA:  Yes.
20 MR, SUNDBACK: Madam Chair, we're happy to do
21 that at the risk of nmany trees.
22 CHAl RVAN BROMN:  Mary Anne - -
23 MR, SUNDBACK: Madam Chair, we would like the
24 record to reflect that, in every instance they
25 requested for a conplete copy of it, we provided it
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1 to them W brought additional copies wth us to
2 the extent they wanted it for any of these
3 excerpts. They could have asked for it in a tinely
4 fashion during the cross exam nati on consi stent
5 with the rules of the Conm ssion.
6 M5. HELTON. | was actually going to say
7 sonet hing along the sane |lines of M. Sundback;
8 that it would be very hel pful if, when a party has
9 an objection to an exhibit, if you will nention
10 that objection at the tine the exhibit is being
11 used so that all parties can respond appropriately.
12 That being said, | don't think it's
13 an unreasonabl e request to ask that the entire
14 exhibit be admtted into the record.
15 MR, SUNDBACK: Can we just recap the bidding
16 SO we're sure we've got that? So, 581, 582, 583,
17 584, 585, 588 and 589, we have a request for the
18 entirety of the docunent. And | believe, now, FPL
19 has 589, 588, conplete copies. And to the extent
20 we retained one of them we'll be happy to tender
21 those for inclusion.
22 And then for 581 through 585, | think we have
23 conpl ete copies still in our possession.
24 CHAI RMVAN BROWN:  Ckay. Excellent. And so,
25 wi th that understanding --
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M5. MONCADA: No obj ecti on.

CHAIl RVAN BROMN: No obj ection. Ckay.

So, we will nove in exhibits in their conplete
form 581, 582, 583, 584, 585, 588, 589, and 590.

(Wher eupon, Exhibit Nos. 581 through 585, 588
t hrough 590 were admtted into the record.)

MR, SUNDBACK: As just a nechanical question,
Madam Chair, are -- are we neking copies of the
conplete testinony or is FPL to submt?

Qoviously, this is M. Reed' s testinony and
we' ve prepared the excerpts. |If they want the
conplete, we'll give themthe conplete. And they
can make it tendered, if that's their preference.
We're | ooking for your -- your direction.

M5. HELTON: | think it would be appropriate
for the party who is sponsoring the exhibit to nmake
a conplete copy. |'mnot suggesting to give it to
everyone unl ess soneone requests it, but to nake
sure the court reporter has it for purposes of the
heari ng record.

MR SUNDBACK: We will do that by the end of
t he day.

CHAI RVAN BROWN:  That sounds fair.

MR, SUNDBACK: Thank you.

CHAI RMAN BROWN:  Ckay. So, now, we have a few
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ot hers, 591 through 596. Seeing no objections --

M5. MONCADA: No objection.

CHAI RVAN BROMWN:  -- fromany of the parties,
we wi Il nove those in.

(Wher eupon, Exhibit Nos. 591 through 596 were
admtted into the record.)

CHAI RMAN BROWN:  Going to FRF, we've got 586
and 587.

MR. LAVIA: Good afternoon, Madam Chair.

CHAI RVAN BROAN:  You' re not Schef.

MR LAVIA: No, I'mnot. And |I'mnot going to
mention Triscuits.

(Laughter.)

| will -- | would like to nove those into the
record, please.

CHAI RMAN BROWN:  Ckay. Seeing no
obj ections --

M5. MONCADA: Actually, for FPL, we note that
the witness for these exhibits are both M. Reed
and M. Mranda. M. Mranda is the person with
t he nost know edge about these exhibits. And FPL
woul d ask that they be noved in at the end of
M. Mranda' s testinony.

CHAIl RVAN BROWN:  So, that's both 586 and 587.

M5. MONCADA: That's correct.
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1 MR LAVIA: |If | renenber correctly, | believe
2 FPL just asked questions of this w tness about
3 those exhibits. | think it would be appropriate to
4 nmove it in now.
5 CHAIRVAN BROAWN:  |I"'mnore inclined to just
6 clean it up and nove it in now because you asked
7 guestions on those -- they asked on those, and he
8 was able to respond.
9 So, I'lIl nove themin now with that
10 under st andi ng. Ckay.
11 MR. LAVIA: Thank you.
12 CHAI RMVAN BROWN:  You' re wel cone.
13 (Wher eupon, Exhibit Nos. 586 and 587 were
14 admtted into the record.)
15 CHAI RMVAN BROWN:  We don't have any ot her
16 exhibits. Wuld you like your witness to be
17 excused?
18 M5. MONCADA: Yes, Madam Chair.
19 CHAI RMAN BROWN: Thank you, M. Reed. Thank
20 you for your time this norning and today.
21 Al right.
22 MR. SAYLER. Madam Chair, two things. This
23 wtness is -- was asked to, | guess it was,
24 aut henticate a particul ar discovery response.
25 CHAl RVAN BROMWN:  Ch - -
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MR. SAYLER: And also, in the interest of the
saving trees, | would happily take electronic
copies of all of the volum nous testinony that the
hospitals have. And if -- if it's a disc, that's
fine. And | don't necessarily need it today.

CHAI RMVAN BROMWN:  Ckay.

MR, SAYLER: And -- because | know, naybe
savi ng sone trees, we can put them on CDs.

CHAI RMAN BROWN: Thank you. W are not novi ng
in the staff exhibits at this tine, as noted
earlier.

M5. HELTON: Madam Chair, nmaybe it m ght be
hel pful -- staff's plan, as | understand it, is for
each exhibit listed on the conprehensive exhibit
list -- they will go through those exhibits with
each witness that appears on the stand and ask them
to authenticate them Once all of the exhibits
have been authenticated -- | think | said that
correctly.

CHAl RVAN BROWN:  You di d.

M5. HELTON: At the end of the hearing, the
| ast day of the hearing, staff will ask to nove in
all exhibits listed on the conprehensive exhibit
list for which they originally asked for a

sti pul ati on.
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1 CHAI RVAN BROWN:  And that is going to be a fun
2 day.
3 (Laughter.)
4 MR, SAYLER: So, okay. Just understanding the
5 process, so then we'll go exhibit by exhibit, state
6 our specific objections or not objections?
7 CHAI RMAN BROWN:  That's ny intention.
8 MR SAYLER  Ckay.
9 CHAIl RVAN BROMWN: Ckay? W do have 579,
10 t hough, which was staff's --
11 M5. BROMLESS: Yes, nmm'am
12 CHAI RMAN BROWN:  It's just a list of the
13 heari ng exhibits. Wuld you Iike to nove that in?
14 M5. BROMLESS: Yes, please.
15 CHAl RVAN BROMN: Ckay. Seeing no objections,
16 we're going to nove 579 in.
17 (Wher eupon, Exhibit No. 579 is admtted into
18 the record.)
19 CHAl RVAN BROMAN:  Now, your witness is excused.
20 And we wll call M. Marlene Santos.
21 MR. BUTLER Ms. Santos, yes.
22 CHAI RMAN BROWN:  While we're doing that, we're
23 just going to take about a five-mnute break while
24 she gets settled. And we'll reconvene in about
25 five mnutes.
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1 (Brief recess from2:51 p.m to 3:03 p.m)

2 CHAl RVAN BROMN: Good afternoon, M. Reuben.
3 MR. REUBEN. Good afternoon, Madam Chair.

4 May | begin?

5 CHAI RVAN BROWN:  Yes.

6 MR. REUBEN:. Thank you.

7 DI RECT EXAM NATI ON

8 BY MR REUBEN:

9 Q Good afternoon, Ms. Santos.

10 A Good afternoon.

11 Q Have you been sworn?

12 A Yes, | have.

13 Q Wul d you pl ease state your name and your

14  busi ness address.

15 A Marl ene M Sant os, 9250 West Fl agler Street,
16 Mam , Florida 33174.

17 Q And by whom are you enpl oyed and in what

18 capacity?

19 A By Florida Power & Light as vice president of
20  custoner service.

21 Q Have you prepared and caused to be filed 24

22 pages of prefiled direct testinony in this proceedi ng on

23 March 15, 20167

24 A Yes, | have.
25 Q And on August 16, 2016, FPL filed an errata
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1 sheet for your direct testinony. Beyond the filed
2 errata, do you have any further changes or revisions to
3 your direct testinony?
4 A No, | don't.
5 Q If | asked you the sane questions contained in
6 your prefiled direct testinony, would your answers be
7 t he sanme?
8 A Yes.
9 Q Madam Chair, | would ask that the prefiled
10 direct testinony of Ms. Santos be inserted into the
11 record as though read.
12 CHAl RMVAN BROWN: W wi ||l nove Ms. Santos'
13 prefiled testinony into the record as though read.
14 MR. REUBEN:. Thank you.
15 (Prefiled testinony inserted into the record
16 as though read.)
17
18
19
20
21
22
23
24
25
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L INTRODUCTION

Please state your name and business address.

My name is Marlene M. Santos. My business address is 9250 W. Flagler
Street, Miami, Florida 33174.

By whom are you employed and what is your position?

I am employed by Florida Power & Light Company (“FPL” or the
“Company”) as Vice President of Customer Service.

Please describe your duties and responsibilities in that position.

As Vice President of Customer Service for FPL, I have responsibility for
developing and implementing programs and services that enhance the level of
customer service provided to FPL’s customers.

Please describe your educational background and professional
experience.

I have a Bachelor’s Degree in Finance and a Master’s Degree in Business
Administration from the University of Miami. I have been Vice President of
Customer Service since January 2005. Since joining FPL in 1981, I have held
numerous positions of increasing responsibility in several functional areas,
including Finance, Marketing, and Customer Service, and have participated in
various special projects as assistant to FPL’s President. I joined Customer
Service in 1990 and have served as Manager of Marketing, Manager of
Commercial Services, Director of Revenue Recovery, and Director of

Customer Care.
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Are you sponsoring any exhibits in this case?
Yes. I am sponsoring the following exhibits:

e MMS-1 MFRs Sponsored and Co-sponsored by Marlene M.

Santos

e MMS-2 FPL Customer Service Awards and Recognition

e MMS-3 2015 Customer Care Center Satisfaction Research

e MMS-4 2015 Field Organization Satisfaction Research

e MMS-5 Florida Public Service Commission Logged Complaints
Are you sponsoring or co-sponsoring any Minimum Filing Requirements
(“MFRs”) in this case?
Yes. Exhibit MMS-1 contains a listing of the MFR schedules that I am
sponsoring or co-sponsoring.
What is the purpose of your testimony?
The purpose of my testimony is to describe how FPL provides outstanding
service to our customers while maintaining low cost and efficient operations.
Please summarize your testimony.
FPL is very proud of its employees’ many efforts to provide outstanding
service to its customers. We have worked hard to control costs and ensure
that our operations continue to improve through investments that allow us to

serve our customers’ needs efficiently.

FPL continues to be recognized nationally with several awards for outstanding

customer satisfaction and providing superior customer service. For example,
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in 2015, FPL was honored as a “Utility Customer Champion” after ranking
first in the southeast region and second nationally for residential customers,
and fourth in the southeast and tenth nationally for business customers. This
recognition is for outstanding performance among the nation’s leading
utilities, according to a survey of utility customers conducted by Market
Strategies International, a leading nationwide research firm. As I address in
more detail throughout my testimony, we have also received a number of
additional awards from other leading industry associations, further validating
the high level of FPL’s customer service. A summary of recent customer
service industry awards and recognition is attached to my testimony as Exhibit

MMS-2.

Our outstanding customer service is achieved through continuous process
improvement in our operations. For example, FPL designs its customer care
centers to ensure customer inquiries are answered promptly and accurately.
We have developed a nationally-recognized Interactive Voice Response
(“IVR”) system that provides customers with the option to complete their
interaction in a fully-automated manner for many general inquiries. At the
same time, the field operations group provides face-to-face services to both
residential and business customers and has been recognized nationally for
providing excellent customer service. FPL also is investing in a multi-year
plan to transform the digital customer experience utilizing a mobile-first

approach to keep pace with our customers’ expectations. Our focus on
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continuous improvement is also evident in both our high customer satisfaction

and our nearly 80 percent improvement in FPSC logged complaints over the

last decade, as demonstrated in Exhibits MMS-3, MMS-4 and MMS-5.

We are particularly mindful of the low-income customers we serve, and FPL
employees work closely with social services agencies to assist customers in
need. In 2015, we coordinated nearly 97,000 assistance payments received
from numerous agencies, crediting low-income customers’ electric bills by
approximately $24 million. FPL’s many efforts to assist its most vulnerable

customers have received industry recognition as well.

My testimony also demonstrates that the outstanding performance in
Customer Service has been achieved while keeping our operating and
maintenance (“O&M”) expenses below the Florida Public Service
Commission (“FPSC” or the “Commission”) benchmark. FPL’s Customer
Service costs are reasonable and necessary and support FPL’s mission to
continue providing outstanding service, while keeping FPL’s typical bills low,
for great customer value. As described by FPL witness Cohen, FPL’s typical
residential bills are lower than they were 10 years ago in 2006, approximately
20 percent lower than the Florida average, and about 30 percent lower than the

national average.
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IL OVERVIEW OF CUSTOMER SERVICE

Please provide an overview of the Customer Service organization.

FPL’s Customer Service organization is responsible for developing and
executing policies, processes and systems related to contacts with our
customers. This includes customer care centers; customer service field
operations, which is responsible for account management for large
commercial/industrial and governmental customers and other field-related
activities; complaint resolution; billing and payment processes; smart meter
network operations; development and implementation of FPL’s Demand Side
Management programs; and credit and collections activities.

Has FPL been recognized for providing outstanding performance in the
area of Customer Service?

Yes. FPL is recognized as an industry leader in terms of customer service

performance.

FPL was awarded the ServiceOne Award in 2013 for the tenth consecutive
year, an unprecedented achievement in our industry. The award is presented
by PA Consulting Group, a leading management, systems and technology
consulting firm with worldwide operations in more than 35 countries. The
ServiceOne Award recognizes utilities that provide exceptional service to
their customers as determined by a set of 26 objective measures of excellence

in customer service developed by a panel of industry experts. The year 2013



10

11

12

13

14

15

16

17

18

19

20

21

22

689

was the last year PA Consulting offered this benchmarking program. FPL
continues to access and utilize other industry data to benchmark its
performance, identify opportunities, and help ensure FPL remains cost-

competitive.

FPL has also received several awards specific to the different functional areas
of the Customer Service organization. For instance, as I discuss later, the field
operations group has been recognized within the electric utility industry, and
the call centers have distinguished themselves relative to not only the electric
utility industry, but also other industries.

In addition to the Customer Service recognition above, has FPL received
recognition for overall outstanding customer satisfaction?

Yes. FPL has been recognized for outstanding customer satisfaction in
national surveys whose components include customer service, reliability,

communications, price, corporate citizenship and others.

As I mentioned previously, FPL was honored in 2015 as a “Utility Customer
Champion” after ranking first in the southeast region and second nationally
for residential customers, and fourth in the southeast and tenth nationally for
business customers, according to a survey of utility customers conducted by

Market Strategies International, a leading nationwide research firm.
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FPL’s customer satisfaction for both residential and business customers is

among the highest in the region based on the average of the scores from JD
Power’s 2015 Electric Utility Residential Customer Satisfaction Survey and
its 2016 Electric Utility Business Customer Satisfaction Survey. J.D. Power
and Associates is a global marketing information services that conducts
surveys of customer satisfaction, product quality, and buyer behavior for
various industries. The regional comparison of the JD Power customer

satisfaction study is shown on FPL witness Dewhurst Exhibit MD-3.

III. CUSTOMER CARE CENTERS

Please describe the operation of the customer care centers.

Our customer care centers are designed and are continuously enhanced using
state-of-the-art technology with the objective of ensuring that all customer
inquiries are answered promptly and accurately. There are several locations
and numerous remote agents that are configured to act as one virtual contact
center that handles inbound and outbound calls, as well as emails, letters and
faxes.

How do FPL’s customer care centers compare with other call centers in
the industry?

In February 2016, FPL’s customer care center was certified as a Center of
Excellence by BenchmarkPortal, the global leader in call center

benchmarking, certification, training and consulting. The recognition is one



10

11

12

13

14

15

16

17

18

19

20

21

22

23

691

of the most prestigious awards in the customer service industry. It is awarded
only to select call centers that rank among the top 10 percent of the centers
surveyed. Participating centers are judged against a balanced scorecard of

metrics for efficiency and effectiveness.

In 2015, BenchmarkPortal also ranked FPL for the third year in a row as
having one of the top call centers in North America. The ranking is the result
of the 2015 Top 100 Call Center Contest. FPL earned third place in the “large
centers” category. The competition compares the performance of call centers
throughout North America by evaluating their key metrics against industry

peers and ranks them based on efficiency and effectiveness.

FPL also received the Southeastern Electric Exchange (“SEE”) Excellence
Award in 2014 for its Customer Experience Solution (“CES”). The SEE
Industry Excellence Awards program recognizes member companies for
successfully implementing projects that demonstrate innovation, improvement
and technical complexity. = The CES was developed to provide a
comprehensive view of our customers’ experience by integrating customer
service, reliability performance, smart grid data and other pertinent customer
information into a single dashboard. The tool provides our customer service
representatives with a greater understanding of customer needs and

experiences, giving a more personalized response to their inquiries.

10
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Please describe FPL’s IVR system.

FPL continues to invest in its [IVR system to enhance existing, and develop
new, applications that allow customers to easily conduct business through
self-service without the need to speak to a representative. Capabilities have
been created that provide interactive customer applications for connecting and
disconnecting service; power outage reporting; billing inquiries; bill payment;
payment extensions; reconnection of service; requesting duplicate bills; and

obtaining general information on many other services we provide.

Future enhancements will include speech recognition — allowing customers to
speak their request rather than pressing buttons on the phone. This is
important as the number of customers conducting business via mobile phones
continues to grow. A speech recognition-enabled IVR will provide much
greater flexibility, presenting customers with more options. Customers will be
able to simply say what they want and complete their interactions much faster.
In 2015, business conducted through FPL’s IVR self-service telephone
applications totaled nearly 14 million transactions. These transactions account

for almost 70 percent of all phone calls received by FPL.

FPL’s IVR achieved top 10 performance in the 2013 E Source Review of
North American Electric and Gas Company IVRs. The study is based on an
assessment of 96 utility IVRs. Reviewers searched for and rated 10 key

features that residential customers want and expect to find on a utility IVR.
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The final score for each IVR is a combination of two factors based on
functionality and usability. The E Source Review is typically performed
every two years. At the time that this testimony was prepared, 2015 results
were not available.

Does FPL measure customer satisfaction for customers who contact the
customer care centers?

Yes. Ongoing surveys are performed to measure overall satisfaction with the
way calls are handled.

Please describe the results of these surveys.

The surveys are conducted using a random selection process and are
performed on an ongoing basis. The surveys measure overall satisfaction with
the call, the ease of contacting FPL, satisfaction with the representative, and
satisfaction with the IVR. Customers score their overall satisfaction using a
seven point scale. Seven indicates the highest satisfaction rating and one
indicates the lowest satisfaction rating. In 2015, residential customers rated
their satisfaction a six or seven 85 percent of the time or higher across the four
measures, and business customers rated their satisfaction a six or seven 81
percent of the time or higher. These scores demonstrate FPL’s strong
performance in these measures. Additionally, a key design of the surveys is to
provide a means of identifying improvement opportunities. FPL continuously
monitors the results of the surveys in order to identify those areas of concern
where we can proactively take action. FPL’s residential and business

customer care center satisfaction research results are attached to my testimony
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IV. CUSTOMER SERVICE FIELD OPERATIONS

Please describe how FPL provides service through its field operations
group.

FPL provides services to customers through its field force of residential,
small/medium  business, governmental, and commercial/industrial
representatives. This group of employees is dedicated to serving individual
customers at their home or place of business. These services include on-site
personalized analysis of business or home energy use, high bill investigations,
or investigation of any other concerns that a customer may have about their
account. Recognizing that our larger commercial/industrial and governmental
customers have a broader range of needs, FPL representatives provide a
personalized level of service to these customers. A dedicated account
manager serves as a single point of contact for all energy-related and customer
service issues for these large, complex energy users. A dedicated account
team supports the efforts of the account manager in the areas of reliability,
new construction, new energy technology, billing, energy efficiency, and
innovative solutions.

Does FPL measure customer satisfaction for customers who interact with
the field organization?

Yes. Similar to how we conduct surveys with customers that contact our care

13



10

11

12

13

14

15

16

17

18

19

20

21

22

23

695

centers, ongoing surveys are performed to measure satisfaction of residential
and business customers with the way field services are handled. Customers
score their overall satisfaction using a seven point scale. Seven indicates the
highest satisfaction rating, and one indicates the lowest satisfaction rating.
Survey results for business and residential customers have been exceptional.
For example, in 2015, business customers rated their satisfaction with the
account manager as a six or seven 99 percent of the time for governmental
customers and 97 percent of the time for major accounts customers. FPL’s
field organization satisfaction research results are attached to my testimony as
Exhibit MMS-4.

Has FPL been recognized for outstanding performance in the area of
Customer Service field operations?

Yes. Our business account management team has been recognized nationally
for its performance. FPL received the Edison Electric Institute (“EET”) 2015
National Key Accounts Executive Award for Outstanding Customer Service.
The award recognizes National Key Accounts executives who provide multi-
site organizations with customer service and assistance that goes above and

beyond expectations.

In 2014, FPL received the EEI National Key Accounts Award for outstanding
Customer Service. The award recognizes utility companies that have
developed and/or maintained exceptional National Key Accounts programs

based on quality customer service.
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In addition, FPL earned first place in the national 2014 E Source Gap and

Priority Benchmark survey of large business customers in recognition of their
satisfaction with the utility and the value provided by account representatives.
This survey is based on responses from more than 1,000 U.S. utility large
business customers. E Source provides independent research, advisory and
information services to utilities, major energy users, and other key players in
the retail energy marketplace. FPL received high scores in all categories,

including satisfaction with the utility and with their account representative.

V. DIGITAL EXPERIENCE

How is FPL improving the customer experience through the digital
channel?

The Company understands that customers want an easy-to-use,
straightforward digital experience. @~ With the rapid transformation of
technology, devices and new channels, customer expectations are increasing
at an accelerated rate. Based on research performed in 2013, FPL’s customers
found FPL’s online self-service offerings outdated and hard to use. In
response to this feedback, in 2014 FPL invested in a multi-year plan to
transform the digital customer experience utilizing a mobile-first approach, as
nearly half of FPL’s customers visit FPL.com from mobile devices and
tablets. The goal is to ensure the best experience for each customer’s device

using responsive design for mobile, tablet and desktop. It also includes
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personalized communication, which means delivering the right experience and

message based on customers’ channel preference.

FPL already is seeing positive results from the initial digital experience
improvements. The online registration process on FPL.com is the gateway to
self-service. Online customer registrations increased by 122 percent in 2015.
With FPL’s new responsive, mobile-first approach, the number of customers
registering their accounts on mobile and tablet devices also increased by over

600 percent in 2015.

FPL.com received a Top 10 ranking in the E Source 2015 Review of 102
North American Electric and Gas Company Residential Websites. In
addition, the 2015 Market Strategies International syndicated customer
satisfaction survey ranked FPL as the No. 1 large utility in the South region,
and in the top three nationwide for engaged customer relationships with our
digitally-enabled customers.

Please elaborate on the services that FPL provides to its customers over
the Internet.

Customers can use FPL.com to complete most of the transactions available
through the IVR, such as updating account information; making billing
inquiries; requesting payment extensions; reporting power outages; checking

the status of an outage; reporting street light outages; viewing bills; paying
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bills; ordering duplicate bills; enrolling in email billing and budget billing;

and connecting, disconnecting or transferring service.

Customers also can use FPL.com to manage their energy use by either taking
an Online Home Energy Survey or viewing the Energy Dashboard. The
Energy Dashboard on FPL.com enables customers with smart meters to
monitor their energy use by the hour, day and month, dramatically expanding
their ability to manage their energy use. In 2015, customers accessed the
Energy Dashboard more than 3.5 million times. FPL continues to enhance
dashboard features and improve functionality. Recent enhancements include
providing FPL customers with a time-of-use rate feature allowing them to see
their energy usage during peak and off-peak hours; a Spanish language
version of the content pages on FPL.com; and a customer preference center,
where customers can choose their preferences among options for receiving

automated FPL communications.

Business customers with smart meters have access to a secure, online
Business Energy Dashboard. In addition to providing a view of energy use by
the hour, day and month, energy use can be evaluated in some cases in 15-
minute intervals. With the Business Energy Dashboard, customers can
forecast and budget energy use; understand variables affecting their bill; easily
identify savings associated with efficiency upgrades and equipment

improvements; understand how temperature and humidity affect energy use
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and bills; and group accounts to better understand and manage energy use
across sites. Recent enhancements to the Business Energy Dashboard include
tutorial videos for business customers and a more accurate bill projection
calculation tool.

Please describe how FPL’s social media program has evolved to keep
pace with customers’ changing expectations.

The use of social media for customer interactions has achieved mainstream
status and has expanded exponentially over the past two years. With the rise
in social media usage in recent years, FPL has seen a small portion of its
customer base contacting us for account-related service through these
channels. In late 2014, FPL standardized social media technology across the
Company, allowing FPL to improve the level of service provided to customers
through social media. Beyond offering customers a personalized service
experience, social media allows FPL to communicate with its customers about
programs and services that can benefit them. FPL has more than 103,000
followers on its Facebook and Twitter pages. FPL uses these channels to
inform customers about reliability updates in their area and changes that could
impact their bill. FPL also publishes a monthly “Ask the Energy Expert” blog
that addresses common energy efficiency questions and provides tips on how

to save money.

In the event of an emergency or major storm, FPL has built a social media

rapid response team responsible for proactively distributing (or “posting”)
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information so it reaches as many stakeholders as possible, engages with
customers who have questions, and analyzes social media conversations to
make sure the messages are received. When an event like a major storm
occurs, social media activity may become a central point of communication

throughout the progression of the event.

FPL’s social media program has been recognized in the industry. In 2014, E
Source conducted a survey of 57 utility companies, and FPL’s social media
program ranked number four for having exceptionally engaging content and

good customer communication and customer service.

ECONOMIC ASSISTANCE FOR LOW-INCOME CUSTOMERS

Please discuss the energy affordability initiatives for payment assistance.

FPL’s ASSIST program helps eligible customers by facilitating emergency
payment assistance, including the Low Income Home Energy Assistance
Program (LIHEAP), through state and community action agencies and
nonprofits, as well as social service and faith-based organizations. The
program includes a network of nearly 850 partners in Florida who determine if
customers are eligible for assistance. The program also helps disburse the

assistance funds.

FPL has sponsored the FPL Care To Share® Program since 1994. This
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program combines donations from customers, NextEra Energy employees and
NextEra Energy shareholders, and has provided an average of $1.4 million
annually over the past 10 years to customers in need. The funds are
administered similarly to LIHEAP funds, through partner agencies that
receive funds from FPL and handle the complete intake and qualification

Process.

FPL employees work closely with the agencies to assist low-income
customers while resources are allocated and secured for them. In 2015, low-
income customers received nearly 94,000 assistance payments from numerous
agencies, representing over $24 million credited toward their electric bills.
What other initiatives has FPL worked on to increase payment assistance
to customers?

FPL leads several other initiatives with a focus on growing available energy
assistance resources, including identification of new funding sources. FPL
was a co-founder of the Coalition for Affordable Energy for All, in
partnership with Entergy, TXU Energy, Atmos Energy, Arizona Public
Service, Tucson Electric Power, Centerpoint Energy, and other utilities.
These partners work together to influence congressional funding and the
methodology for administering the federal LIHEAP Program. Costs for such
efforts are recorded below the line and thus not included in this base rate

request.
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To ensure that customers in need are aware of the availability of assistance

funds, we provide customers with the contact information of local social
services agencies that partner with FPL’s ASSIST program. We provide a
specific agency name and phone number to customers in need on FPL’s
website based on the customer’s ZIP code. Our Customer Care
representatives also have access to information at the ZIP code level, and offer

the same information to callers when appropriate.

FPL’s many efforts to assist its most vulnerable customers were recognized in
2013 with the National Fuel Funds Network Corporate Excellence Award,
which recognizes outstanding corporate achievement in supporting low-

income customers.

VII. COMPLAINT RESOLUTION

How does FPL handle customer complaints?

FPL’s goal is to ensure that every customer is satisfied with the handling of
their inquiry. While it is not realistic to expect 100 percent satisfaction, we
have developed a process that is designed to maximize the opportunity to
successfully address customers’ concerns. Customers who contact the care
center and want their inquiry escalated are offered the option of speaking with
a care center account supervisor. Account supervisors are a group of

employees with more experience and broader authority who are dedicated to
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resolving customer issues quickly and efficiently. They are able to resolve the

majority of calls directly. However, if the call requires follow-up with a
department outside of the care center, the customer is provided the department
name to which their matter is being referred, as well as a timeframe in which
the appropriate representative will contact the customer for resolution.
Additionally, the customer is given the care center account supervisor’s name
and telephone number in the event they need further assistance. A ticket for
follow-up is then created, and the matter is monitored for completion in a

timely manner.

In the event that a customer complaint is not resolved, the customer may
choose to contact the FPSC. As part of our complaint handling process, FPL
participates in the Transfer-Connect and Email processes established by the
FPSC to help resolve disputes between regulated companies and their
customers as quickly, effectively, and inexpensively as possible. These
processes involve transferring the customer call or email directly from the
FPSC to a specialized group of FPL customer advocates for expedited
handling, if the customer agrees.

How has the number of FPL customer contacts with the FPSC changed in
recent years?

When looking at the complaints that are recorded as “logged” in the FPSC
Consumer Activity Report, FPL has shown a reduction in complaints of nearly

80 percent per 1,000 customers over the last decade. FPL recorded 0.03
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complaints per 1,000 customers in 2015, compared to 0.16 complaints per
1,000 customers in 2006. Attached to my testimony is Exhibit MMS-5,
Florida Public Service Commission Logged Complaints, which is a summary
of logged complaint data per 1,000 customers for FPL from 2006 through
2015 and for the five Florida investor-owned utilities for 2015. The data
shows that in 2015, FPL had the second lowest level of logged complaints
when compared to the other utilities. Logged complaints related to electric
service, which are a subset of the total logged complaints described above, are

addressed in more detail in the direct testimony of FPL witness Miranda.

VII. CUSTOMER SERVICE O&M EXPENSE

Please provide an overview of Customer Service’s O&M expenses.

Customer Service O&M is driven by several key activities including billing,
payment processing, customer care, credit and collections, and various field
and support activities to serve our customers. In addition to these activities,

uncollectible expense is a cost driver for Customer Service O&M.
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How do the Customer Accounts, Customer Service, and Sales functional
areas’ O&M expenses for the 2017 Test Year compare to the
Commission’s O&M benchmarks (MFR C-41, O&M Benchmark
Variance by Function)?

The Customer Accounts, Customer Service, and Sales 2017 Test Year O&M
expenses are below the Commission’s O&M benchmark thresholds for each
functional area.

How do the Customer Accounts, Customer Service, and Sales functional
areas’ O&M expenses for the 2018 Subsequent Year compare to the
Commission’s O&M benchmarks (MFR C-41, O&M Benchmark
Variance by Function)?

The Customer Accounts, Customer Service, and Sales 2018 Subsequent Year
O&M expenses are below the Commission’s O&M benchmark thresholds for
each functional area.

Does this conclude your direct testimony?

Yes.
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1 BY MR REUBEN:

2 Q Ms. Sant os, do you have exhibits that were
3 identified as MV5-1 through MVS-5 attached to your

4 prefiled testinony?

5 A Yes.

6 Q Were those exhi bits prepared under your

7 direction or supervision?

8 A Yes.

9 MR, REUBEN. Madam Chair, | would note that
10 these exhibits have been identified in staff's
11 exhibit list, conprehensive exhibit list, as
12 Exhi bits 47 through 51.

13 CHAI RMVAN BROWN:  Yes, they have.
14 MR. REUBEN:. Thank you.

15 BY MR REUBEN:

16 Q Ms. Santos, have you prepared a summary of

17  your direct testinony?

18 A Yes, | have.

19 Q Wul d you pl ease provide that summary to the
20 Conmmi ssi on.

21 A Yes.

22 Good afternoon, Comm ssioners. The purpose of
23 ny testinony is to describe how FPL provi des outstandi ng
24  service to our custoners while maintaining | ow cost and

25 efficient operations.

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 We are very proud of our enployees' nmany

2 efforts to provide outstanding service to our custoners.
3 W& have worked hard to control costs and ensure that our
4 operations continue to inprove through investnents that
5 allowus to serve our custoners' needs efficiently.

6 As shown in ny exhibit, MV5-2, we continue to
7 be recogni zed nationally wth several awards for

8 outstanding custoner satisfaction and providi ng superior
9 cust omer service.

10 For exanple, in 2015, we were honored as a

11 utility custonmer chanpion by Market Strategies

12 International. W ranked first in the southeast region,
13 and second nationally for residential custoners, and

14 fourth in the southeast, and tenth nationally for

15  busi ness custoners.

16 These results were based on feedback for nore
17 than 52,000 residential custoners and nearly 12,000

18  business custoners across the nation. Qur outstandi ng
19 custoner service is achieved through continuous process
20 | mprovenent in our operations.

21 For exanple, we design our custoner care

22 centers to ensure custoner inquiries are answered

23 pronptly and accurately. W have devel oped a

24 national |l y-recogni zed i nteractive voi ce response system

25 that provides custoners with the option to conplete

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 their interaction in a fully-automated nmanner for many

2 general inquiries. In 2015, Benchmark Portal ranked FPL
3 for the third year in a row as having one of the top

4 call centers in North Anerica.

5 Qur field-operations group provides face-to-

6 face services to both residential and business

7 custoners. Recognizing that our |arger commerci al,

8 I ndustrial, and governnental custoners have a broader

9 range of needs, our representatives provide a

10 personal i zed | evel of service to these custoners.

11 A dedi cated account manager serves as a single
12 poi nt of contact for all energy-rel ated and custoner-

13 service issues for these |large, conplex energy users.

14 Qur busi ness-account managenent team has al so been

15 recogni zed nationally for its perfornmance.

16 For exanple, FPL earned first place in the

17 nati onal 2014 E-source Gap and priority benchmark survey
18 for large-scale custoners in recognition of their

19 satisfaction with the utility and the val ue provi ded by
20 account representatives. This survey is based on

21 responses for nore than 1,000 U. S. utility large-

22 busi ness custoners.

23 We are particularly m ndful of our |owincone
24  custoners. W continue to reach out into the

25 communities we serve to provide prograns for them For

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 exanple, in 2015, we coordinated nearly 94,000
2 assi stance paynents recei ved from numerous agenci es
3 representing over $24 mllion toward | ow i ncome
4 custoners' electric needs.
5 My testinony al so denonstrates that the
6 out st andi ng performance in custonmer service has been
7 achi eved whil e keepi ng our operating and nai nt enance
8 expenses bel ow the Florida Public Service Conmm ssion
9 benchmar k.
10 Qur custoner service costs are reasonable and
11 necessary, and supports FPL's m ssion to continue to
12 provi di ng out standi ng service whil e keeping typi cal
13 bills low for greater custoner val ue.
14 This concludes the summary of ny direct
15 t esti nony.
16 MR. REUBEN. Thank you, Ms. Santos.
17 Ms. Santos is avail able for cross
18 exam nati on.
19 CHAI RMAN BROWN:  Thank you.
20 And before we get into the cross exam nati on,
21 | believe, Ms. Brownl ess, you have sone -- sone
22 hearing exhibits to go over.
23 M5. BROMNLESS: Yes, ma'am Thank you so
24 much.
25 CHAI RVAN BROWN:  You' re wel cone.
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1 EXAM NATI ON

2 BY M5. BROMNLESS:

3 Q Good afternoon, Ms. Santos.
4 A Good afternoon.
5 Q Ms. Sant os, have you had a chance to review

6 Staff Exhibit 579?

7 A Yes, | have.

8 Q And to |l ook at the exhibits that have been

9 identified there that are associated with your nanme?

10 A Yes, | have.

11 Q Okay. And with regard to those exhibits, did

12 you prepare those exhibits in whole or in part?

13 A Yes.

14 Q And are they true and correct to the best of
15  your know edge and belief?

16 A Yes.

17 Q And woul d your answers, regarding those

18 exhibits or the informati on on those exhibits, be the
19 sane today as it was when you prepared thenf

20 A Yes.

21 Q Ckay. Do the non-confidential portions of

22 those exhibits appear on the CD that you were provided?

23 A No.

24 Q The non-confidential --

25 A Ch, non-confidential. [I'msorry. | thought
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



711

1 you said "confidential."

2 Q No, ma' am

3 A Yes.

4 M5. BROMNLESS: Thank you very nuch. W have
5 no further questions.

6 CHAI RMAN BROWN:  Thank you.

7 O fice of Public Counsel.

8 MR, SAYLER: Thank you, Madam Chair.

9 EXAM NATI ON

10 BY MR SAYLER

11 Q Good afternoon, Ms. Santos. How are you

12 today?

13 A Good afternoon.

14 Q As | understand it, you were FPL's witness in

15 the last rate case; is that correct?

16 A Yes. For custoner service, uh-huh.

17 Q For custoner service. And you' ve been with

18 the custoner service division since 2005; is that right?
19 A |'"ve been in that division before 2005. 1've
20 had this position since 2005.

21 Q All right. And you've been through nore

22 than one rate case before this Conm ssion; is that

23 correct?

24 A That's correct.
25 Q Al right. If you would, turn to Page 4 of
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 your testinony.
2 CHAl RVAN BROMWN: M. Sayler, could you pl ease
3 speak up for ne?
4 MR SAYLER: Yes, mm'am
5 CHAI RMAN BROWN:  Thank you.
6 MR, SAYLER: |I'mtrying sonething new, trying
7 to do nmy cross electronically.
8 CHAI RMVAN BROWN:  Good luck with that.
9 (Laughter.)
10 MR, SAYLER® We will see if it succeeds, so...
11 BY MR SAYLER:
12 Q Agai n, woul d you please turn to Page 4 of your
13 testi nony?
14 A " mthere.
15 Q On Lines 16 through 20 begins the sumary of
16  your testinony; is that correct?
17 A Yes.
18 Q And on Line 7, you state: FPL is very proud
19 of its custoner service enployees or efforts; is that
20 correct?
21 A On 17, yes, FPL is very proud of its
22 enpl oyees' many efforts to provi de outstandi ng service
23 to its custoners.
24 Q And al so, as part of your testinony, how your
25 enpl oyees -- or "we," neaning FPL -- "W have worked
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 hard to control costs"; is that correct?
2 A Yes.
3 Q Al right. And sone of those costs would be
4 the O & Mcosts related to enpl oyee costs in your
5 division; is that correct?
6 A That's correct.
7 Q Al right. And then, also, on 18 and 19, you
8 testify: FPL has worked hard to ensure operations
9 continue to inprove through investnents.
10 Do you see that?
11 Yes.
12 Q What ki nd of investnents has FP& made to nake
13 those inprovenents to custoner service?
14 A Mostly systeminvestnents. So, for exanple,
15 our interactive voice response systemthat | spoke
16  about -- so, we've done a lot in the area of automation.
17 We've al so done investnents in electronic comunications
18 to our custoners, those types of things.
19 Q Al right. Wen you started or when you
20 becane the manager in 2005, how many enpl oyees did you
21 have?
22 A | becane the vice president of custoner
23 service in 2005.
24 Q My apol ogi es.
25 When -- how many enpl oyees were under you at
Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 that time --

2 A At that tinme --
3 Q -- per your response?
4 A -- | believe we had about 2300, subject to

5 check, nore or | ess.

6 Q And how many do you have today?
7 A About 1,300. So, about 1,000 I|ess.
8 Q And what were the reasons for the |large

9 differential? It appears that you' ve downsi zed by about
10 a thousand enpl oyees.

11 A That is correct. So, we've done a whol e | ot
12 in the area of automation; so, everything fromsmart

13 nmeters to new processes that we've put in place in our
14 I nteractive voi ce response system which today

15 handl es about 70 percent of the calls in an autonated

16  fashion, noving custoners -- | nean, those types of
17 t hi ngs --

18 Q Al right.

19 A -- to inprove the operation.

20 Q And those investnents have enabl ed FP&L to

21 repl ace those enpl oyees, correct?

22 A What do you nean by replacing?

23 Q Re-assign them lay themoff, allowthemto
24 retire, things of that nature. You don't need 2300

25 enpl oyees now, right?

Premier Reporting (850) 894-0828 Reported by: Andrea Komaridis
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1 A Right. | told you that | have about 1, 300

2 ri ght now.

3 Q Ri ght. And how many enpl oyees did you have at
4 the end of the |ast rate case?

5 A | don't renenber that exact nunber.

6 Q Al right. And do you know how many custoner -
7 service enployees, if any, were laid off after the |ast

8 rate case?

9 A | don't -- | don't know that nunber.
10 Q Were any laid off?
11 A | would think so because we've been reducing

12 ever since that tine.

13 Q Do you think --
14 A But | don't know. | don't have the -- | don't
15 remenber exactly what | evel we were in the last -- | ast

16 rate case.
17 Q Do you have a ball park? Wat it a hundred?

18 507 2007

19 MR. REUBEN. | object. She's already --

20 A | really don't want to guess.

21 MR. REUBEN. It's been asked and answered.

22 CHAI RMAN BROWN: It was asked and answer ed.

23 MR, SAYLER. Yes, ma'am it was. | was trying

24 to get arange if she recalled. | asked for an

25 exact nunber. She didn't know. | was trying to
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1 see the range. And if she knew that, great; if
2 not, | was going to nove on.
3 CHAI RVAN BROMWN: Can you restate the question
4 about the range, then?
5 MR, SAYLER: Certainly.
6 BY MR SAYLER:
7 Q Do you believe that there were nore than a
8 hundred enpl oyees laid off after the rate case?
9 A So, the period that you' re tal king about woul d
10 be --
11 Q January 1st, 2013 -- after January 1st, 2013.
12 A So, definitely -- over a hundred --
13 Q Ckay.
14 A -- for sure, yeah.
15 Q All right. And you' ve been with the conpany a
16 nunber of years. |Is it typical that after a rate case
17 I's brought to conpletion that there are reorgani zations
18 and | ayoffs?
19 A Not necessarily.
20 MR, SAYLER: Thank you very nuch. No further
21 questi ons.
22 THE WTNESS: kay. Thank you, Public
23 Counsel .
24 M. Myl e.
25 MR, MOYLE: Thank you, Madam Chair
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1 EXAM NATI ON

2 BY MR MOYLE:

3 Q Good afternoon, Ms. Santos.

4 A Good afternoon, M. Myle.

5 Q You were asked to -- by staff about sone

6 di scovery responses. And you said that -- | think you

7 said that the confidential portions were not part of
8 what you authenticated; is that right?
9 A That's correct because | don't believe that

10 those were in the exhibit.

11 Q Did you |l ook to see whether they were or were
12 not ?

13 A There m ght be sone confusion. | know that

14 there were two docunents that we -- that | felt were

15 confidential. And | need to maybe check with ny counsel
16 to nmake sure that those were -- | know those -- | don't
17  think those were in the exhibits. So, I'mnot sure if
18 It wasn't because they were confidential or there was --
19 MR, REUBEN: To --

20 CHAI RMAN BROWN: M. Reuben?

21 MR. REUBEN. To clarify, the tw docunents

22 referred to -- a notion for tenporary protective
23 order was filed. Nobody asked to cone and | ook

24 themat them So, they were never filed and,

25 therefore, there is no RFCC
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1 So, we don't believe those docunents are being
2 asked to be admtted by staff. And staff counsel
3 seens to be agreeing with that.
4 Staff, you agree.
5 M5. BROMLESS: Yes, mm'am
6 CHAI RMVAN BROMWN:  Ckay.
7 MR, MOYLE: Just for clarification, is that
8 the case on -- on every confidential docunment when
9 t hey, you know, put a witness up and say, hey, did
10 you authenticate this and it's confidential, that
11 none of themare comng in?
12 | just want to know because | haven't seen any
13 red folder. So, if sonething is comng in, | would
14 just like to know
15 MR. REUBEN. The answer to that is no.
16 I ndi vi dual wi tnesses will have docunents that wll
17 have been reviewed. There will have been RFCCs
18 filed, which will be a different situation than
19 what we're dealing with right now.
20 CHAl RVAN BROMWN:  CGot it?
21 MR MOYLE: | think so. But | guess, maybe,
22 staff, just tell nme no confidential stuff is com ng
23 inin these discs and |I' m good.
24 M5. BROMNLESS: There are no confidenti al
25 materials associated wth Wtness Santos.
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1 MR MOYLE: So, |'ve got to ask this with

2 every witness, | assune.

3 "1l nove on.

4 CHAI RMAN BROWN:  She -- she can't really

5 control that.

6 MR JERNI GAN: Yeah, I'msorry to -- to

7 interrupt at this point, ma@'am |I'msorry. This

8 is Jern- -- however, 479, Question 2 is narked

9 confidential. And that is Ms. Santos' -- |isted
10 under here on the witness. So, are we saying that
11 t hat question is not being produced?

12 M5. BROMLESS: If -- if we can just go back
13 to exactly what the 479 is, 479 is the responses to
14 Ofice of Public Counsel's first request for

15 productions of docunents, Nos. 1, 2, and 3. They
16 are MFR work papers, testinony and exhi bit work

17 papers, M-R Excel files, formulas, and cal cul ati ons
18 I ntact.

19 Al of those docunents contain -- contain --
20 there are portions of those docunents that are

21 confidential. Each wtness has reviewed their work
22 papers that they provided in response to OPC s

23 di scovery requests.

24 To the extent that today we are asking them
25 have you revi ewed your responses in total to all of
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1 those -- to the work papers they provided as part
2 of those very large conposite exhibits -- so,
3 that's what we're asking them and they wll say
4 yes to both -- reviewi ng both the confidential and
5 non-confi dential portions.
6 But for many w tnesses, there is no
7 confidential part of the work papers. Their work
8 papers --
9 CHAI RMVAN BROMWN:  Ckay.

10 M5. BROMLESS: -- doesn't contain anything
11 confidenti al .

12 CHAI RMVAN BROMWN:  Ckay.

13 M. Myle, you can proceed.

14 (Transcript continues in sequence in Vol une
15 7.)

16

17

18

19

20

21

22

23

24

25
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