January 17, 2017
Viia electronic filing and postal mail

Carlotta Stauffer

Director, Office of Commission Clerk
Florida Public Service Commission
2540 Shumard Oak Blvd.

Tallahassee, Florida 32399-0850

Re: Notice of Appeal of Order No. PSC-16-0560-AS-EI, Docket Nos. 160021-
EI, 160061-EI, 160062-EI, & 160088-EI

Dear Ms. Stauffer:

Enclosed for filing in the above referenced dockets, please find Sierra Club’s Notice of
Appeal of Order No. PSC-16-0560-AS-EI with the attached order. Sierra Club is filing one
document via the Commission’s Electronic Web Filing Form. Should you or your staff have
any questions regarding this filing, please contact me.

Sincerely,

/s/ Diana A. Csank

Diana A. Csank

Staff Attorney

50 F St. NW, 8th Floor
Washington, DC 20001
202-548-4595 (direct)
Diana.Csank(@SierraClub.org
Qualified Representative for Sierra Club

50 F Street, NW, Suite 800, Washington, DC 20001 TEL.: (202) 675-2380 FAX: (202) 547-6009 www.sierraclub.org



CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true copy and correct copy of the foregoing was served

electronically on this 17t day of January, 2017 on:

Suzanne Brownless
Office of the General Counsel

2540 Shumard Oak Boulevard
Tallahassee, F1. 32399-1400
sbrownle@psc.state.fl.us

Florida Public Service Commission

J.R. Kelly/Patricia Christensen/
Chatles J. Rehwinkel/Erik Sayler/
Stephanie Morse

Office of Public Counsel

111 W. Madison Street, Room 812
Tallahassee, Florida 32311
kelly.jt@leg.state.fl.us
christensen.patty@leg;state.fl.us
rehwinkel.charles@leg.state.fl.us
sayler.eric@leg.state.fl.us
morse.stephanie@leg.state.fl.us

Wade Litchfield, Esq.

Florida Power & Light Company
215 S. Monroe Street, Suite 810
Tallahassee, Florida 32301-1859
wade litchfield@fpl.com

Kenneth A. Hoffman

Florida Power & Light Company
215 South Monroe Street, Suite 810
Tallahassee, Florida 32301
ken.hoffman@fpl.com

John T. Butler

Florida Power & Light Company
700 Universe Blvd.

Juno Beach, FL. 33408-0420
john.butler@fpl.com

Derrick Price Williamson

Spilman Thomas & Battle, PLLC
1100 Bent Creek Boulevard, Suite 101
Mechanicsburg, Pennsylvania 17050
dwilliamson@spilmanlaw.com
Attorney for Walmart Stores East, P

Jon C. Moyle, Jt./Karen A. Putnal
Moyle Law Firm, PA.

118 North Gadsden Street
Tallahassee, Florida 32301
jmoyle@moylelaw.com

kputnal@moylelaw.com
Attorneys for FIPUG

Stephanie U. Roberts

Walmart Stores East, LLP

Spilman Thomas & Battle, PLLC

110 Oakwood Drive, Suite 500
Winston-Salem, North Carolina 27103
stoberts@spilmanlaw.com

Attorney for Walmart Stores East, I.P



mailto:wade.litchfield@fpl.com
mailto:john.butler@fpl.com

Jaime Caldwell, Interim President
1855 Griffin Road

Dania Beach F1.33004
jcaldwell@sfhha.com

S. Florida Hospital and Healthcare Ass’n

K. Wiseman/M. Sundback
1350 I Street N'W, Suite 1100
Washington DC20005
kwiseman@andrewskurth.com
Attorneys for SFEHHA

Federal Executive Agencies
Thomas A. Jernigan

c/o AFCEC/JA-ULFSC
139 Barnes Drive, Suite 1

Tyndall AFB FL1.32403
Thomas.Jernigan.3@us.af.mil

Gardner Law Firm

Robert Scheffel Wright/John T. La Via,
1300 Thomaswood Drive

Tallahassee F1.32308
schef@gbwlegal.com

Attorneys for Florida Retail Federation

Jack McRay

AARP Florida

200 West College Avenue, # 304
Tallahassee, Florida 32301

jmcray(@aarp.otg

John B. Coffman

John B. Coffman, LL.C
871 Tuxedo Blvd.

St. Louis, MO 63119-2044
john@johncoffman.net
Attorney for AARP

Nathan A. Skop

420 NW 50th Blvd.
Gainesville FL.32607
n_skop@hotmail.com
Attorney for the Larsons

This 17t day of January 2017.

/s/ Diana Csank

Diana A. Csank
Qualified Representative for Sierra Club
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SIERRA CLUB ) IN THE FLORIDA PUBLIC
) SERVICE COMMISSION
Appellants, ) DOCKET NOS. 160021-EI; 160061-EI;
) 160062-EI; 160088-E1
Vs, )
)
FLORIDA PUBLIC SERVICE ) NOTICE OF
COMMISSION ) ADMINISTRATIVE APPEAL
)
)
Appellee. )

NOTICE IS GIVEN that the Sierra Club, Appellant, appeals to the Florida Supreme
Court Order, No. PSC-16-0560-AS-El, rendered by the Florida Public Service Commission
on December 15, 2016. A copy of Order No. PSC-16-0560-AS-EI is attached to this
NOTICE OF ADMINISTRATIVE APPEAL as Exhibit A. The nature of the order on
appeal is a final order authorizing Florida Power & Light Company to increase its rates and
charge its customers for the billion-dollar expansion of fossil fuel-burning power plants,
which the Commission has never determined to be the prudent, least-cost option to serve
customers. This appeal is filed pursuant to, Znter alia, the provisions of Sections 366.10,
120.68 of the Florida Statutes, and Rules 9.190(b), 9.030(a)(1)(B)(ii) and 9.110 of the Florida

Rules of Appellate Procedure.

Respectfully submitted this 17th day of Janugry 017.

Joshua Smith \
Staff Attorney

Sierra Club

2101 Webster St., Suite 1300
Qakland, CA 94612

(415) 977-5560
Joshua.smith@sierraclub.otg
Florida Bar No. 0096844



SIERRA CLLUB ) IN THE FLLORIDA PUBLIC
) SERVICE COMMISSION
Appellants, ) DOCKET NOS. 160021-EI; 160061-E];
) 160062-EI; 160088-E1
Vs. )
)
FLORIDA PUBLIC SERVICE ) NOTICE OF
COMMISSION; and FLORIDA ) ADMINISTRATIVE APPEAL
POWER AND LIGHT COMPANY )
)
Appellees. )
EXHIBIT “A”

FLORIDA PUBLIC SERVICE COMMISSION
ORDER NO. PSC-16-0560-AS-EI



FILED DEC 15, 2016
DOCUMENT NO. 09338-16
FPSC - COMMISSION CLERK

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Florida DOCKET NO. 160021-El
Power & Light Company.

In re: Petition for approval of 2016-2018 storm || DOCKET NO. 160061-El
hardening plan, by Florida Power & Light
Company.

In re: 2016 depreciation and dismantlement DOCKET NO. 160062-El
study by Florida Power & Light Company.

In re: Petition for limited proceeding to modify || DOCKET NO. 160088-El
and continue incentive mechanism, by Florida | ORDER NO. PSC-16-0560-AS-El
Power & Light Company. ISSUED: December 15, 2016

The following Commissioners participated in the disposition of this matter:

JULIE I. BROWN, Chairman
LISA POLAK EDGAR
ART GRAHAM
RONALD A. BRISE
JIMMY PATRONIS

ORDER APPROVING SETTLEMENT AGREEMENT

BY THE COMMISSION:
Background

On January 15, 2016, Florida Power & Light Company (FPL) filed a test year letter, as
required by Rule 25-6.140, Florida Administrative Code (F.A.C.), notifying the Florida Public
Service Commission (Commission) of its intent to file a petition for an increase in rates effective
2017. Pursuant to the provisions of Chapter 366, Florida Statutes (F.S.), and Rules 25-6.0425
and 25-6.043, F.A.C., FPL filed its Minimum Filing Requirements and testimony on March 15,
2016. Docket Nos. 160061-El (2016-2018 Storm Hardening Plan), 160062-El (2016
Depreciation and Dismantlement Study) and 160088-El (Incentive Mechanism), were thereafter
consolidated into the rate case docket, Docket No. 160021-El.> Nine parties were granted
intervention in the docket.? Prehearing Order No. PSC-16-0341-PHO-EI, issued on August 19,

! Order No. PSC-16-0182-PCO-El, issued on May 4, 2016, in Docket No. 160021-El, In re: Petition for rate
increase by Florida Power & Light Company; Docket No. 160061-El, In re: Petition for approval of 2016-2018
storm hardening plan, by Florida Power & Light Company; Docket No. 160062-El, In re: 2016 depreciation and
dismantlement study by Florida Power & Light Company; Docket No. 160088-El, In re: Petition for limited
proceeding to modify and continue incentive mechanism, by Florida Power & Light Company.

2 Office of Public Counsel (OPC), Florida Industrial Power Users Group (FIPUG), Wal-Mart Stores East, LP and
Sam’s East, Inc. (Walmart), Federal Executive Agencies (FEA), South Florida Hospital and Healthcare Association
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2016, established 167 issues which included issues associated with the 2016-2018 Storm
Hardening Plan, the 2016 Depreciation and Dismantlement Study, the Incentive Mechanism, and
the rate increase dockets.

An administrative hearing on FPL’s request for a rate increase was conducted on August
22, 2016 - August 26, 2016, and August 29, 2016 - September 1, 2016. At that time the
testimony of 35 witnesses was heard and 805 exhibits were admitted into evidence. All parties
to the docket filed briefs/post hearing statements on September 19, 2016. On October 6, 2016,
FPL and three of the nine intervening parties (signatories)® filed a Joint Motion for Approval of
Settlement Agreement (Settlement Agreement) resolving all 167 issues raised in the consolidated
dockets. On October 27, 2016, a second administrative hearing was held to take supplemental
testimony on the terms and conditions of the Settlement Agreement that had not previously been
addressed in the prior hearing. At the second hearing, the testimony of 5 witnesses was heard
and 6 exhibits were admitted into evidence. Post hearing briefs or comments were filed on
November 10, 2016, by FPL, FRF, SFHHA, OPC, AARP, Larsons, Sierra Club, and Wal-Mart.
FIPUG has taken no position on the Settlement Agreement. Wal-Mart and FEA do not oppose
the Settlement Agreement and the Larsons, AARP, and Sierra Club oppose the Settlement
Agreement.

By this Order, we grant the Joint Motion for Approval of Settlement Agreement and
approve the Stipulation and Settlement filed on October 6, 2016 (Attachment A). We have
jurisdiction over these matters pursuant to Chapter 366, F.S., including Sections 366.04, 366.05,
366.06, 366.07, and 366.076, F.S.

Settlement Agreement

The major elements of the Settlement Agreement are as follows:

e The term begins on January 1, 2017 and continues at a minimum until December 31,
2020.

e FPL’s authorized return on equity (ROE) is set at 10.55 percent (9.60 to 11.60 percent
range) for all purposes.

e FPL is authorized to implement revenue increases of $400 million effective January 1,
2017; $211 million effective January 1, 2018; and $200 million effective on the in-
service date of the Okeechobee Unit.

e FPL has the ability to construct up to 1,200 MW of solar photovoltaic generation prior to
December 31, 2021, recoverable through a Solar Base Rate Adjustment Mechanism
(SoBRA) upon placement of each unit into service if it is determined to be cost effective.

(SFHHA), American Association of Retired Persons (AARP), Florida Retail Federation (FRF), Sierra Club, and
Daniel R. Larson and Alexandria Larson (Larsons).
¥ OPC, FRF, and SFHHA.
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The solar projects shall not exceed $1,750 per kilowatt alternating current (kWac). For
projects that do not fall under the Power Plant Siting Act, FPL will file a request for
approval of the solar project in the Fuel Cost Recovery Clause docket. If the actual
capital expenditures for a project are less than the projected costs used to develop the
initial SOBRA, the lower amount shall be the basis for the full revenue requirement and a
one-time credit, with interest, will be made through the Capacity Cost Recovery Clause.
If the actual costs are higher than FPL projected, FPL may initiate a limited proceeding to
recover those costs.

e No other base rate increases can occur before 2021 except the Solar Base Rate
Adjustments.

e FPL will not execute any new natural gas financial hedges during the term of the
Settlement Agreement.

e A 1.0 billion theoretical depreciation reserve surplus, plus the remainder of the current
reserve amount as of December 31, 2016, may be amortized at FPL’s discretion over the
four year Settlement Agreement term. During this four year period FPL must maintain a
minimum return on equity of at least 9.6 percent and cannot exceed a return on equity of
11.6 percent. FPL may not amortize any portion of the depreciation reserve past
December 31, 2020, unless it provides notice to the parties no later than March 31, 2020,
that it does not intend to seek a general base rate increase to be effective before January
1, 2022.

e FPL’s current incentive mechanism is continued with an initial sharing threshold set at
$40 million, removal of the current 514,000 MWh threshold on economy sales, and the
netting of economy sales and purchases each year to determine the impact of variable
power plant operation and maintenance expenses which will be recovered from
customers at $.065/MWh if sales are greater than purchases. If purchases are greater than
sales, customers will receive a credit for the net variable power plant operation and
maintenance expenses saved at the same rate.

e The current storm damage cost recovery mechanism will continue which allows FPL to
collect up to a $4 per 1,000 kWh charge beginning 60 days after filing a cost recovery
petition and tariff based on a 12 month recovery period if costs do not exceed $800
million. This charge will be used to replace incremental costs associated with the named
storm as well as to replenish the storm reserve to the level in effect as of August 31,
2016. If costs exceed $800 million, including restoration of the reserve, FPL may
petition to increase the charge beyond $4 per 1,000 kWh.

e FPL will implement a 50 MW battery storage pilot program available to all customer
classes at FPL’s discretion which, on average, shall not exceed $2,300 per kWac. FPL
will defer recovery of these costs until its next general base rate case.
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e Upon a showing of customer savings on a Cumulative Present Value Revenue
Requirement (CPVRR) basis, FPL is authorized to transfer the Martin-Riveria natural gas
pipeline and all related equipment to its FERC-regulated affiliate, the Florida Southeast
Connection.

e Commercial Industrial Load Control and Commercial Demand Reduction Credits will
remain at current levels. The Cost of Service Methodology to be applied is 12 CP and
1/13 for production plant, 12 CP for transmission plant, and a new negotiated
methodology for distribution plant. No revenue class received an increase greater than
1.5 times the system average percentage in total and no class received a rate decrease.

Decision

The standard for approval of a settlement agreement is whether it is in the public
interest.* A determination of public interest requires a case-specific analysis based on
consideration of the proposed settlement taken as a whole.>  The weight of the evidence
presented at both the customer hearings held throughout FPL’s service territory and at the
technical hearings conducted in Tallahassee fully supports the conclusion that FPL is providing
excellent service to its 4.8 million customers at rates that are the lowest in the state and among
the lowest in the country. The Settlement Agreement will allow FPL to maintain the financial
integrity necessary to make the capital investments over the next four years required to sustain
this level of service while providing rate stability and predictability for FPL’s customers. The
signatories to the Settlement Agreement represent a broad segment of FPL’s customer base
including both residential and commercial classes. Many of the positions advocated by these
groups, including cessation of natural gas hedging, construction of cost-effective solar
generation, reduction of FPL’s proposed 11.0 percent ROE, and reduction of proposed
depreciation rates, are contained in the Settlement Agreement. It is also important to note that
the Settlement Agreement constitutes a reduction in revenue requirement for 2017 of over $400
million from FPL’s request. AARP, the Sierra Club and the Larsons are opposed to the
Settlement Agreement on various grounds, their common objections being the ROE of 10.55%
and the creation and use of the $1.0 billion theoretical depreciation reserve surplus. However, a
settlement is necessarily a compromise with give and take on both sides to reach the final, agreed
upon settlement terms. Having carefully reviewed all briefs filed and evidence presented, we

* Order No. PSC-13-0023-S-El, issued on January 14, 2013, in Docket No. 120015-El, In re: Petition for increase
in rates by Florida Power & Light Company; Order No. PSC-11-0089-S-El, issued February 1, 2011, in Docket Nos.
080677 and 090130, In re: Petition for increase in rates by Florida Power & Light Company and In re: 2009
depreciation and dismantlement study by Florida Power & Light Company; Order No. PSC-13-0023-S-EIPSC-10-
0398-S-El, issued June 18, 2010, in Docket Nos. 090079-El, 090144-El, 090145-El, 100136-El, In re: Petition for
increase in rates by Progress Energy Florida, Inc., In re: Petition for limited proceeding to include Bartow
repowering project in base rates, by Progress Energy Florida, Inc., In re: Petition for expedited approval of the
deferral of pension expenses, authorization to charge storm hardening expenses to the storm damage reserve, and
variance from or waiver of Rule 25-6.0143(1)(c), (d), and (f), F.A.C., by Progress Energy Florida, Inc., and In re:
Petition for approval of an accounting order to record a depreciation expense credit, by Progress Energy Florida,
Inc.; Order No. PSC-05-0945-S-El, issued September 28, 2005, in Docket No. 050078-El, In re: Petition for rate
increase by Progress Energy Florida, Inc.

®> Order No. PSC-13-0023-S-El, at p. 7.
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electric, gas or telephone utility or the First District Court of Appeal in the case of a water and/or
wastewater utility by filing a notice of appeal with the Office of Commission Clerk, and filing a
copy of the notice of appeal and the filing fee with the appropriate court. This filing must be
completed within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida
Rules of Appellate Procedure. The notice of appeal must be in the form specified in Rule
9.900(a), Florida Rules of Appellate Procedure.
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ATTACHMENT A
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