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I. INTRODUCTION 1 

 2 

Q. Please state your name and business address. 3 

A. My name is Liz Fuentes.  My business address is Florida Power & Light 4 

Company, 4200 West Flagler Street, Miami, Florida, 33134. 5 

Q. By whom are you employed and what is your position? 6 

A. I am employed by Florida Power & Light Company (“FPL”) as Senior Director, 7 

Regulatory Accounting. 8 

Q. Please describe your duties and responsibilities in that position. 9 

A. I am responsible for planning, guidance, and management of most regulatory 10 

accounting activities for FPL and Pivotal Utility Holdings, Inc. d/b/a Florida 11 

City Gas (“FCG” or the “Company”).  In this role, I ensure that financial books 12 

and records comply with multi-jurisdictional regulatory accounting 13 

requirements and regulations.  14 

Q. Please describe your educational background and professional experience. 15 

A. I graduated from the University of Florida in 1999 with a Bachelor of Science 16 

Degree in Accounting.  That same year, I was employed by FPL.  During my 17 

tenure at the Company, I have held various accounting and regulatory positions 18 

of increasing responsibility with most of my career focused in regulatory 19 

accounting and the calculation of revenue requirements.  Specifically, I have 20 

filed testimony or provided accounting support in multiple FPL retail base rate 21 

filings, clause filings, and other regulatory dockets filed at the Florida Public 22 

Service Commission (“FPSC” or the “Commission”) as well as the Federal 23 
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Energy Regulatory Commission (“FERC”).  My responsibilities have included 1 

the management of the accounting for FPL’s cost recovery clauses and the 2 

preparation, review, and filing of FPL’s monthly Earnings Surveillance Reports 3 

(“ESR”) at the FPSC.  I am a Certified Public Accountant (“CPA”) licensed in 4 

the Commonwealth of Virginia and member of the American Institute of CPAs. 5 

Q. Are you sponsoring or co-sponsoring any exhibits in this case? 6 

A. Yes.  I am sponsoring the following exhibits:  7 

 LF-1 List of MFRs Sponsored or Co-Sponsored by Liz Fuentes 8 

 LF-2 MFR G-5 for the 2023 Test Year 9 

 LF-3 2023 SAFE Revenue Requirements Transferred to Base Rates 10 

 LF-4 2023 ROE Calculation without Rate Relief 11 

 LF-5(A) Impact to Depreciation Expense using 2022 Depreciation 12 

Study Rates for Base vs. Clause for 2023 13 

 LF-6 ADIT Proration Adjustment to Capital Structure for 2023 Test 14 

Year 15 

I am co-sponsoring the following exhibits: 16 

 LF-5(B) Proposed Depreciation Company Adjustment for Base vs. 17 

Clause for 2023 using the RSAM Adjusted Depreciation Rates 18 

 MC-6 Reserve Surplus Amortization Mechanism, filed with the 19 

testimony of FCG witness Campbell. 20 

Q. Are you sponsoring or co-sponsoring any Minimum Filing Requirements 21 

(“MFRs”) in this case?  22 

A. Yes.  Exhibit LF-1 lists the MFRs I am sponsoring and co-sponsoring. 23 
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Q. What Test Year is the Company using for its proposed base rate increase? 1 

A. The Company is using a projected 2023 Test Year based on the 12-month period 2 

ending December 31, 2023.  The MFRs reflect information and data requested 3 

for various years since FCG’s last rate case, including the 2021 Historical Test 4 

Year, 2022 Prior Year, and 2023 Test Year. 5 

Q. What is the purpose of your testimony? 6 

A. The purpose of my testimony is to support the calculation of the revenue 7 

requirements and appropriateness of certain ratemaking adjustments FCG 8 

proposes in this proceeding for the 2023 Test Year.  My testimony supports 9 

accounting and ratemaking practices that affect the determination of the 10 

appropriate rate base, working capital, rate of return, capital structure, and net 11 

operating income.  In addition, I provide an overview of the results of FCG’s 12 

depreciation study (the “2022 Depreciation Study”), which was conducted in 13 

accordance with the rules and requirements of the FPSC.  The 2022 14 

Depreciation Study has been prepared by FCG witness Allis of Gannett Fleming 15 

and is supported in his direct testimony in this docket.  I also provide the 16 

Reserve Surplus Amortization Mechanism (“RSAM”) adjusted depreciation 17 

rate impacts to depreciation expense that are discussed in more detail later in 18 

my testimony.  Finally, I provide testimony and information on various affiliate 19 

transactions.   20 

Q. Please summarize your testimony. 21 

A. I sponsor and co-sponsor many MFRs and provide the calculation of net 22 

operating income, working capital, rate base, capital structure, and revenue 23 
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requirements for the 2023 Test Year, including all FPSC and proposed Company 1 

adjustments.  Based on these supporting calculations, and as further explained 2 

below, FCG is requesting an incremental base rate increase of $19.4 million for 3 

the 2023 Test Year.   4 

 5 

In addition, I provide an overview of the 2022 Depreciation Study results 6 

prepared by FCG witness Allis and the impacts to the 2023 Test Year.  As 7 

described in FCG witness Campbell’s testimony, in this proceeding the 8 

Company is requesting the approval of a RSAM and my testimony presents the 9 

RSAM-adjusted depreciation rates that the Commission could approve in lieu 10 

of the depreciation rates presented in FCG witness Allis’ 2022 Depreciation 11 

Study should the Commission allow FCG to implement the RSAM.  The impact 12 

of these RSAM-adjusted depreciation rates is presented as a Company 13 

adjustment to depreciation expense and accumulated depreciation in the 2023 14 

Test Year.    15 

  16 

Finally, I provide an overview of the corporate support and services FCG has 17 

received and will continue to receive from its affiliates during the 2023 Test 18 

Year and describe the policies in place to ensure there is no subsidization of 19 

affiliate activities across the NextEra Energy, Inc. (“NEE”) enterprise.  As 20 

explained below, all costs associated with affiliate transactions are allocated and 21 

assigned to FCG using the same long-standing affiliate cost charging methods 22 

approved by this Commission for FPL. 23 
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II. 2023 TEST YEAR REVENUE REQUIREMENT 1 

 2 

Q. What is the amount of FCG’s requested total base rate increase for the 3 

2023 Test Year? 4 

A. As explained in the direct testimony of FCG witness Campbell, FCG is 5 

proposing a four-year rate plan that includes the adoption of the RSAM.  Under 6 

the four-year proposal with the RSAM, FCG is requesting a total base revenue 7 

increase of $29.0 million based on a projected 2023 Test Year.  As discussed 8 

later in my testimony, this amount reflects the Commission and Company 9 

proposed adjustments to the 2023 Test Year, and includes the impact of 10 

incorporating the RSAM-adjusted depreciation rates, the previously approved 11 

Liquefied Natural Gas (“LNG”) Facility, and the reclassification of the Safety, 12 

Access, and Facility Enhancement (“SAFE”) program investments from clause 13 

to base rates. 14 

Q. Which MFRs directly support the 2023 Test Year revenue increase under 15 

the Company’s proposed four-year rate plan? 16 

A. Page 1 of Exhibit LF-2 identifies the MFRs that directly support the total 2023 17 

Test Year revenue requirement increase of $29.0 million under FCG’s proposed 18 

four-year rate plan with RSAM.  Those MFRs include schedules that reflect the 19 

impact of the RSAM-adjusted depreciation rates discussed later in my 20 

testimony and support adjusted rate base of $489 million, adjusted net operating 21 

income of $13.3 million, and the calculation of the revenue expansion factor of 22 

1.3527 used to derive the requested base revenue increase.  Additionally, page 23 
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1 of Exhibit LF-2 identifies the MFR that supports the adjusted capital structure, 1 

the overall rate of return of 7.09%, and FCG’s requested return on equity 2 

(“ROE”) of 10.75% that is further discussed in the testimony of FCG witnesses 3 

Campbell and Nelson. 4 

Q. Does FCG’s total requested base revenue increase include the previously 5 

approved LNG Facility? 6 

A. Yes, it does.  As explained by FCG witness Howard, the previously approved 7 

LNG Facility1 is projected to be placed in-service in March 2023 and, therefore, 8 

is included in the 2023 Test Year Per-Book forecast sponsored by FCG witness 9 

Campbell and included in the calculation of rate base and net operating income, 10 

as appropriate.  As a result, the previously approved LNG Facility is included 11 

in FCG’s requested $29.0 million total base revenue increase.  However, the 12 

Commission has already approved a $3.8 million base revenue increase when 13 

the LNG Facility goes into service.1  This $3.8 million revenue increase is 14 

factored into the incremental base revenue increase as described later in my 15 

testimony and reflected in FCG’s proposed rate calculations as addressed by 16 

FCG witness DuBose in her testimony.   17 

Q. Does FCG’s requested total base revenue increase include the 18 

Commission’s requirement to transfer SAFE program investments from 19 

clause recovery to base rates? 20 

A. Yes, it does.  Per Order No. PSC-15-0390-TRF-GU, Docket No. 150116-GU, 21 

investments in the SAFE program are required to be folded into any newly 22 

 
1 Order No. PSC-2018-0190-FOF-GU, Docket No. 20170179-GU (the “2018 Settlement Agreement”). 
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approved rate base and the SAFE surcharge is to begin anew.  In order to clearly 1 

reflect this requirement in its filing, FCG initially reflected all currently-2 

approved and forecasted SAFE investments and associated operating expenses 3 

recoverable through the 2022 SAFE surcharge2 in the 2023 Test Year forecast 4 

and then applied a Company adjustment, as discussed later in my testimony, to 5 

move the associated investment as of December 31, 2022, from clause recovery 6 

to base rates.  As reflected on Exhibit LF-3, this results in the transfer of $5.7 7 

million3 of SAFE revenue requirements from clause recovery to base rates in 8 

the 2023 Test Year.4  As a result, the $5.7 million of SAFE revenue requirements 9 

that were transferred from clause to base are included in FCG’s requested $29.0 10 

million total base revenue increase.  11 

Q. Does FCG’s requested total base revenue increase reflect amortization of 12 

unprotected Excess Accumulated Deferred Income Taxes (“EADIT”) 13 

approved by the Commission in Order No. PSC-2018-0596-S-GU in Docket 14 

No. 20180154-GU? 15 

A. No, it does not.  As required by Commission Order No. PSC-2018-0596-S-GU, 16 

FCG’s unprotected EADIT resulting from the Tax Cuts and Jobs Act of 2017 17 

will be fully amortized as of December 31, 2022.  Therefore, FCG has not 18 

included any unprotected EADIT amortization in the calculation of its total base 19 

revenue increase for the 2023 Test Year, resulting in an increase of $0.3 million 20 

 
2 See Order No. PSC-2021-0430-TRF-GU, Docket No. 20210149-GU (approving the projected SAFE 
revenues and factors for calendar year 2022). 
3 Calculated using FCG’s proposed RSAM-adjusted depreciation rates and weighted average cost of 
capital, which includes a ROE of 10.75%.  
4 All forecasted SAFE investments beginning January 1, 2023, will continue to be recovered through the 
SAFE program subject to Commission review and approval in FCG’s annual SAFE program filings. 



 

10 

in FCG’s operating expenses in the 2023 Test Year.  This increase in operating 1 

expense is included in FCG’s requested $29.0 million total base revenue 2 

increase.   3 

Q.  What is the amount of FCG’s requested incremental base revenue increase 4 

for the 2023 Test Year?     5 

A.  As reflected on page 1 of Exhibit LF-2, FCG is requesting an incremental base 6 

revenue increase of $19.4 million, which is calculated as follows: 7 

 Total Base Revenue Increase  $29.0 8 
 Less: 9 
      LNG Revenue Increase    $3.8 10 
      Transfer of SAFE Investments   $5.7 11 
 Incremental Base Revenue Increase $19.45 12 

Q.  Please describe FCG’s historical earned ROEs since its last rate case.   13 

A.  FCG has continually earned below its currently authorized ROE range of 9.19% 14 

to 11.19% in each December ESR since its last base rate case as shown below.   15 

Year of  
December ESR 

Earned  
ROE 

2018 8.90% 
2019 5.69% 
2020 5.03% 
2021 9.12% 

 16 

Q.  What would be FCG’s ROE for the 2023 Test Year absent the requested 17 

base rate adjustment?  18 

A.  As shown on page 1 of Exhibit LF-4, FCG’s 2023 Test Year ROE absent rate 19 

relief is projected to be 5.3%, which is well below the bottom end of the ROE 20 

range supported by FCG witnesses Campbell and Nelson, as well as FCG’s 21 

 
5 Total does not add due to rounding. 
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current authorized ROE range.  The resulting ROE includes the $3.8 million 1 

LNG revenue increase and excludes the transfer of SAFE investments from 2 

clause recovery to base rates in 2023.  In addition, if the RSAM-adjusted 3 

depreciation rates are not approved, the ROE absent rate relief is projected to 4 

drop from 5.3% to 4.3% as shown on page 2 of Exhibit LF-4. 5 

Q.  Did you calculate an alternative 2023 revenue requirement if the 6 

Commission declines to adopt the RSAM?  7 

A. Yes.  As discussed by FCG witness Campbell, the RSAM is an essential 8 

component of FCG’s four-year rate plan.  The incremental revenue requirement 9 

of $19.4 million is based on the RSAM-adjusted depreciation rates discussed 10 

later in my testimony.  If, however, the Commission declines to adopt FCG’s 11 

four-year rate plan, the total base revenue increase would be $32.0 million 12 

which reflects the impact of the depreciation rates in FCG’s 2022 Depreciation 13 

Study.  As shown on page 2 of Exhibit LF-2, which is MFR G-5 without RSAM, 14 

the amount of FCG’s alternative incremental base revenue increase without 15 

RSAM for the 2023 Test Year is $22.2 million.6  Thus, FCG’s incremental 16 

revenue requirement would increase by $2.7 million if the Commission declines 17 

to adopt FCG’s proposed four-year rate plan with RSAM.  18 

 
6 Similar to the incremental base increase under FCG’s four-year plan with RSAM, this alternative 
incremental base increase without RSAM factors in the previously approved $3.8 million of revenue 
associated with the LNG project and excludes the $5.7 million related to the revenue requirements 
associated with the SAFE program investments transferred from clause recovery to base rates in the 2023 
Test Year, which were discussed previously in my testimony. 
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Q. Please describe how FCG calculated the alternative base rate increase for 1 

the 2023 Test Year without RSAM.    2 

A. FCG’s alternative revenue requirements without RSAM are premised on 3 

essentially the same data that was used to calculate the revenue increase for the 4 

2023 Test Year reflected on MFR G-5 with RSAM.  FCG replaced the proposed 5 

depreciation Company adjustments using RSAM-adjusted depreciation rates, 6 

and related income tax adjustments discussed later in my testimony with 7 

Company adjustments reflecting the impact of the depreciation rates resulting 8 

from the 2022 Depreciation Study. 9 

 10 

III. 2022 DEPRECIATION STUDY 11 

  12 

Q. Please summarize the impact of the 2022 Depreciation Study on FCG’s 13 

2023 Test Year.  14 

A. FCG witness Allis of Gannett Fleming presents the results of the 2022 15 

Depreciation Study.  The 2022 Depreciation Study incorporates updated data 16 

since FCG’s last depreciation study.  The total increase in depreciation expense 17 

for the 2023 Test Year as a result of the 2022 Depreciation Study is $1.0 million.  18 

As discussed in further detail in the testimony of FCG witness Allis, the increase 19 

is primarily due to plant and reserve activity since the last depreciation study. 20 
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Q. What is the basis for the plant and reserve balances used in FCG’s 2022 1 

Depreciation Study? 2 

A. The parameters utilized in the 2022 Depreciation Study are based in part on the 3 

statistical analyses of actual plant and reserve balance activity through 4 

December 31, 2021, which incorporate data through the most recent full year 5 

of historical data (e.g., retirements, net salvage, and etc.) that was available at 6 

the time the study was prepared.  The results of these parameter analyses were 7 

then applied to the forecasted gross plant balances through the end of 2022, 8 

which includes actual balances as of December 31, 2021, to determine the 9 

appropriate depreciation rates.  I note that, as discussed by FCG witness 10 

Howard, the Company expects the LNG Facility to be placed into service in 11 

March 2023 and FCG will apply the current depreciation rate for plant account 12 

364, LNG plant, approved by the Commission in the 2018 Settlement 13 

Agreement. 14 

Q. Has the Company calculated the impact to depreciation expense using the 15 

new depreciation rates from the 2022 Depreciation Study on the 2023 Test 16 

Year? 17 

A. Yes.  The depreciation expense Company adjustment reflects the impact of the 18 

difference in the rates from the 2022 Depreciation Study as compared to the 19 

depreciation rates approved in Exhibit C of the 2018 Settlement Agreement.  20 

These current depreciation rates were used to prepare the forecast for the 2023 21 

Test Year and are different from the rates resulting from the 2022 Depreciation 22 

Study.  Accordingly, FCG has calculated the impact to the 2023 Test Year to 23 
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reflect changes in base depreciation expense and accumulated depreciation 1 

based on the resulting depreciation rates in the 2022 Depreciation Study.  The 2 

reconciliation of total Company depreciation expense included in FCG’s 2023 3 

Test Year forecast to the calculated expense based on the 2022 Depreciation 4 

Study are reflected on Exhibit LF-5(A).   5 

Q. Is the entire impact to depreciation expense associated with base rate 6 

investments? 7 

A. No.  Because some of FCG’s investments are recovered through its SAFE 8 

program surcharge, the impact to base rate revenue requirements for the 2023 9 

Test Year must exclude the amount of depreciation related to clause-recovered 10 

investment and include only the depreciation for investments recovered through 11 

base rates.  Exhibit LF-5(A) reflects the total depreciation expense increase 12 

using the 2022 Depreciation Study rates and delineates between base rates and 13 

clause recovery.   14 

Q. Please describe the RSAM-adjusted depreciation rates. 15 

A. As FCG witness Campbell discusses in detail in his direct testimony, FCG is 16 

proposing a four-year rate plan that includes the adoption of the RSAM.  In 17 

order to facilitate this request, the Company requested FCG witness Allis to 18 

utilize alternative depreciation parameters that the Commission could approve 19 

in lieu of those presented in the 2022 Depreciation Study to enable the use of 20 

the RSAM and the Company’s four-year rate plan.  With the exception of the 21 

previously approved LNG Facility, the alternative depreciation parameters 22 

were based on the parameters used for similar assets from the Peoples Gas 23 
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System’s (“PGS”) most recent base rate case settlement approved by the 1 

Commission in Order No. PSC-2020-0485-FOF-GU, Docket Nos. 20200051-2 

GU, 20200178-GU, and 20200166-GU.  For purposes of the LNG Facility, 3 

FCG will apply its existing approved depreciation rate for the LNG Facility 4 

when it goes into service in March 2023.  A summary of these alternative 5 

depreciation parameters is provided on pages 3 through 4 of Exhibit LF-5(B).  6 

Q. Is FCG asking the Commission to ignore the 2022 Depreciation Study that 7 

FCG witness Allis prepared? 8 

A. No.  The 2022 Depreciation Study is sound, reasonable, accurate, and should 9 

be approved, along with the associated adjustments to base revenue 10 

requirements for 2023, if the Commission does not approve FCG’s proposed 11 

four-year rate plan with RSAM.  If, however, the Commission approves FCG’s 12 

proposed four-year rate plan, then the RSAM adjusted depreciation rates that 13 

are necessary to support the RSAM and the four-year term should be approved 14 

in lieu of the 2022 Depreciation Study depreciation rates. 15 

Q. Has FCG calculated Company adjustments to base depreciation expense 16 

using RSAM adjusted depreciation rates for the 2023 Test Year? 17 

A. Yes.  As reflected on page 1 of Exhibit LF-5(B), I provide the proposed 18 

depreciation Company adjustment using the RSAM-adjusted depreciation rates 19 

for base versus clause for 2023.  The resulting decrease to base depreciation 20 

expense for the 2023 Test Year is $2.2 million and is included in the calculation 21 

of the 2023 revenue requirements discussed earlier in my testimony.  This 22 

represents a significant revenue requirement reduction for the 2023 Test Year 23 
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compared to the necessary revenue requirements in the event the RSAM is not 1 

approved as part of the Company’s requested four-year rate plan.  2 

 3 

IV. ADJUSTMENTS TO 2023 TEST YEAR 4 

 5 

Q. Has FCG included Commission adjustments to rate base and net operating 6 

income necessary to properly reflect the 2023 Test Year for ratemaking 7 

purposes? 8 

A. Yes.  As required under prior Commission orders, FCG has reflected 9 

Commission adjustments to rate base and net operating income in the 10 

calculation of the 2023 Test Year revenue requirement calculation.  These 11 

adjustments are detailed in MFRs G-1, page 4, and G-2, pages 2 through 3 and 12 

are the same Commission adjustments reflected in FCG’s quarterly ESRs. 13 

Q. Has FCG proposed any Company adjustments in its calculation of rate 14 

base and net operating income for the 2023 Test Year? 15 

A. Yes.  As previously discussed, FCG is proposing a depreciation Company 16 

adjustment to incorporate the impacts of implementing the RSAM-adjusted 17 

depreciation rates in the 2023 Test Year.  Since this proposal changes the 18 

calculation of book depreciation and impacts the calculation of the Average 19 

Rate Assumption Method (“ARAM”) used to amortize protected EADIT,7 FCG 20 

proposes to adjust EADIT amortization in order to properly align total 21 

 
7 Under the Tax Cuts and Jobs Act of 2017, FCG is required to follow the Internal Revenue Service 
normalization requirements for EADIT attributable to the book and tax differences related to 
depreciation of public utility property as protected and employ the ARAM.  The ARAM ensures that the 
amortization occurs no sooner than would occur as the book and tax differences turnaround. 
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depreciation expense and the turnaround of EADIT, which results in a decrease 1 

of EADIT amortization in the 2023 Test Year.   2 

 3 

In addition to these depreciation and income tax related Company adjustments, 4 

FCG is proposing various other Company adjustments to its rate base and net 5 

operating income calculations for the 2023 Test Year. 6 

Q. Could you please describe the other Company adjustments FCG is 7 

proposing in this proceeding? 8 

A. Yes.  In addition to the Company adjustment to depreciation previously 9 

discussed, FCG is proposing the following Company adjustments to the 2023 10 

Test Year: 11 

 Rate Case Expenses - Consistent with FCG’s 2018 Settlement 12 

Agreement, FCG is requesting a four-year amortization period for 13 

estimated, incremental rate case expenses associated with this case 14 

totaling $2.0 million.8  This amount includes $1.6 million for affiliate 15 

rate case support from FPL, $0.4 million for external consultant and 16 

legal services, and less than $0.1 million for other miscellaneous docket 17 

related expenses.  In addition, FCG is requesting that the unamortized 18 

balance be included in rate base in the 2023 Test Year in order to avoid 19 

an implicit disallowance of reasonable and necessary costs.  The fact 20 

that FCG is requesting a four-year rate plan in this proceeding reduces 21 

the amount of rate case expenses FCG would otherwise incur for 22 

 
8 Forecasted balance as of December 31, 2022. 
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multiple, back-to-back proceedings as further explained by FCG 1 

witness Campbell.  Full recovery of necessary rate case expenses is 2 

appropriate but will not occur unless FCG is afforded the opportunity to 3 

earn a return on the unamortized balance of those expenses. 4 

 Outside Services for Clause Dockets – FCG is currently billed 5 

approximately $45 thousand per year for affiliate clause recovery 6 

docket support from FPL and incurs approximately $15 thousand for 7 

outside legal services, which are currently charged to base rate expenses 8 

on FCG’s books and records.  FCG is requesting to transfer these outside 9 

service costs from base rates to each of the respective cost recovery 10 

clauses in order to align the support provided with the related cost 11 

recovery mechanism.  This approach is consistent with the cost 12 

causation principle and will ensure that only the actual costs incurred, 13 

subject to true-up, are recovered from customers. 14 

 SAFE Program Investments – As discussed earlier in my testimony and 15 

reflected on Exhibit LF-3, FCG has transferred all SAFE investments as 16 

of December 31, 2022 from clause recovery to base rates in the 2023 17 

Test Year.  Included in this adjustment is the transfer of $40.2 million 18 

of net plant in service, $0.9 million of construction work in progress, 19 

and $2.0 million of operating expenses.  I note that the SAFE transfer is 20 

done prior to the calculation of the Company’s depreciation adjustment 21 

discussed above.   22 



 

19 

Q. Has FCG incorporated any adjustments other than Commission or 1 

Company adjustments in its calculation of revenue requirements for the 2 

2023 Test Year?     3 

A. Yes.  As reflected on MFR G-3, page 2 for their respective periods, FCG has 4 

incorporated an adjustment to decrease the amount of Accumulated Deferred 5 

Income Tax (“ADIT”) included in the calculation of FCG’s weighted average 6 

cost of capital. 7 

Q. Why has FCG made this adjustment to ADIT?       8 

A. As required under Treasury Regulations §1.167(1)-1(h)(6), ADIT that is treated 9 

as zero cost capital or a component of rate base in determining a utility’s cost 10 

of service, must be calculated based on the same period as is used in 11 

determining the income tax expense utilized for ratemaking purposes.  The 12 

Internal Revenue Code (“IRC”) goes on to state that a utility may use either 13 

historical data or projected data in calculating these two amounts, but the 14 

periods used must be consistent.  If the amounts are computed using projected 15 

data, in whole or in part, and the rates go into effect during the projected period, 16 

then the utility must use the formula provided in Treasury Regulations 17 

§1.167(1)-1(h)(6)(ii) to calculate the amount of ADIT to be included for 18 

ratemaking purposes.  Because FCG is presenting a change in base rates at the 19 

beginning of the projected 2023 Test Year, the Company is required to comply 20 

with Treasury Regulations §1.167(1)-1(h)(6) in this proceeding. 21 



 

20 

Q.  Please describe the required formula FCG must follow to adjust ADIT in 1 

the 2023 Test Year. 2 

A. Treasury Regulations §1.167(1)-1(h)(6)(ii) contain a precise formula 3 

(“Proration Requirement”) for computing the amount of depreciation-related 4 

ADIT to be treated as zero cost capital when a future test period is used.  The 5 

Proration Requirement is as follows: 6 

The pro rata portion of any increase to be credited or decrease to 7 

be charged during a future period…shall be determined by 8 

multiplying any such increase or decrease by a fraction, the 9 

numerator of which is the number of days remaining in the 10 

period at the time such increase or decrease is to be accrued, and 11 

the denominator of which is the total number of days in the 12 

period. 13 

Q.  Please explain the calculation of the Proration Requirement and its impact 14 

to FCG’s capital structure for the 2023 Test Year. 15 

A. As reflected on Exhibit LF-6, the calculation of the Proration Requirement for 16 

ADIT for the 2023 Test Year begins with a prorated average balance of $698 17 

thousand.  FCG then compared the prorated average balance to the Per-Book 18 

13-month average ADIT balance for 2023 of $744 thousand.  The difference 19 

results in an adjustment to ADIT of $46 thousand for the 2023 Test Year, which 20 

is reflected as a decrease to ADIT on MFR G-3, page 2.  21 



 

21 

V. AFFILIATE TRANSACTIONS 1 

 2 

Q. Do FCG’s proposed revenue requirements for the 2023 Test Year include 3 

costs for services provided by affiliates? 4 

A. Yes.  Consistent with historic practice, FCG has included the affiliate services 5 

that are necessary to run and manage its business in the 2023 Test Year.  These 6 

services allow FCG to efficiently lever talent and resources across the NEE 7 

enterprise, which include services and support for activities such as gas 8 

procurement, information technology, human resources, finance and 9 

accounting, legal support, and integrated supply chain. 10 

Q. How are the costs for affiliate services provided by FPL charged to FCG? 11 

A. All costs associated with affiliate services provided by FPL are charged to FCG 12 

pursuant to FPL’s Cost Allocation Manual (“CAM”), a document required 13 

under Rule 25-6.1351, Florida Administrative Code (“F.A.C.”), Cost 14 

Allocation and Affiliate Transactions.  FPL’s CAM largely follows the 15 

published guidelines recommended by the National Association of Regulatory 16 

Utility Commissioners and is consistent with FPL’s approach over at least the 17 

last 10 years, including three base rate reviews.  Consistent with FPL’s CAM, 18 

costs associated with affiliate services provided by FPL to FCG are billed as 19 

either direct charges or as part of FPL’s Corporate Services Charges (“CSC”).  20 

Direct charges are used whenever possible and practical and represent the fully 21 

loaded costs of resources used exclusively to provide services for the benefit of 22 

FCG.  However, there is a significant portion of shared corporate support 23 



 

22 

services which benefit the entire NEE organization, including FCG, and cannot 1 

be directly billed.  These costs are billed through the CSC, and are allocated 2 

among all benefiting affiliates based on either: (a) a specific cost driver (e.g., 3 

workstations or headcount), which has a direct relationship to the causation of 4 

the expense and the effect this activity has on the operations of the benefiting 5 

entity; or (b) the industry-accepted Massachusetts Formula for services that do 6 

not have a distinct cost driver.  7 

Q. Does FCG receive charges from affiliates other than FPL?   8 

A. Yes.  FCG occasionally receives fully loaded direct charges primarily from 9 

NextEra Energy Resources, LLC, FPL Energy Services, LLC, and NextEra 10 

Energy Pipeline Services, LLC for various project support and services that are 11 

directly supported by the affiliate.    12 

Q. What is the forecasted amount of direct charges from affiliates to FCG in 13 

the 2023 Test Year? 14 

A. FCG has included $1.3 million of forecasted direct charges from FPL and other 15 

affiliates for various other projects and services in the 2023 Test Year.  This 16 

amount is included in the total amount of operation and maintenance expenses 17 

in the calculation of revenue requirements and does not reflect any affiliate 18 

costs related to rate case expenses or costs that were transferred from base to 19 

clause as discussed above.  20 



 

23 

Q. What is the forecasted amount of CSC to be allocated from FPL to FCG in 1 

the 2023 Test Year? 2 

A. FCG has included $1.7 million of forecasted CSC from FPL in the 2023 Test 3 

Year, which is included in the total amount of administrative and general 4 

expenses in the calculation of revenue requirements. 5 

Q. Is FCG subject to any regulatory reporting requirements with respect to 6 

its affiliate transactions?  7 

A. Yes.  FCG complies with affiliate transaction reporting requirements, which are 8 

included in the Annual Report of Natural Gas Utilities filed in compliance with 9 

Rule No. 25-7.135, Annual Reports, F.A.C. 10 

Q. Does this conclude your direct testimony? 11 

A. Yes. 12 
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