
 
 
 
January 5, 2010 
 
 
VIA ELECTRONIC DELIVERY 
 
 
Chairman Nancy Argenziano 
Commissioner Ben A. Stevens, III 
Commissioner Lisa Polak Edgar 
Commissioner Nathan A. Skop 
Commissioner David E. Klement 
 
Re: Docket No. 080677-EI; Petition for increase in rates by Florida Power & 

Light Company 
 
Dear Commissioners: 
 
I am writing on behalf of Florida Power & Light Company (“FPL”) to respond to the 
letter dated December 2009 that appears on the Commission website as Document No. 
00006-10 (the “December 2009 Letter”).  
 
The December 2009 Letter purports to be written by three “senior level management 
employees of NextEra Energy Resources,” an affiliate of FPL. As an initial point, I 
strongly doubt that this letter in fact was authored by anyone at NextEra. It contains so 
many misstatements and fundamental misunderstandings of NextEra’s and FPL’s 
businesses, and the tax laws and regulations applicable to those businesses, that it is hard 
to believe anyone working at NextEra – senior management or not – could be so 
misinformed. Based on the fact that the letter’s underlying inflammatory claim has been 
raised and dismissed multiple times in prior years, I suspect that the true intent of the 
author or authors is not to bring a serious issue to the attention of the Commission. 
Rather, it appears to be yet another effort to deceptively incite negative media coverage 
in order to distract from the facts of FPL’s base rate proceeding.  
 
In any event, I want to assure the Commission that FPL complies conscientiously, 
consistently and comprehensively with all applicable laws, regulations and the 
Commission’s rules and policies concerning regulatory accounting for income taxes and 
affiliate transactions. The letter’s accusations to the contrary are as unfounded as they are 
outrageous. 
 



Commissioners Argenziano, Stevens, Edgar, Skop & Klement 
January 5, 2009 
Page 2 
 
 
Stripped of its inflammatory, even libelous language, the December 2009 Letter appears 
to argue that a utility’s income tax obligations should not be calculated on a stand-alone 
basis for purposes of Commission rate regulation. Florida utilities and the overwhelming 
majority of the electric utilities in the country use the stand-alone basis to calculate 
income tax liabilities for ratemaking purposes. This approach ensures that the income 
taxes for which an electric utility’s customers are responsible through electric rates are 
determined only on the basis of electric utility operations, not on the basis of other, 
unrelated business activities in which unregulated affiliates may be engaged. To do 
otherwise would expose customers to constant shifts in the utility’s tax obligations for 
reasons that would have nothing to do with providing electric service. This would be 
unfair, confusing and contrary to the Commission’s goal of avoiding subsidies between 
utility and affiliate operations. 
 
In 2006, I testified on this specific issue in FPL’s 2005 storm cost recovery and 
securitization proceeding. At the time, I was cross-examined about whether FPL’s 
income taxes should be calculated on the basis of the statutory tax rates applicable to FPL 
or at the effective tax rate paid by FPL Group, which was lower in large part because of 
renewable energy production tax credits generated by NextEra (then known as FPL 
Energy). I explained that the renewable energy production tax credits were associated 
with wind energy produced by NextEra wind farms and are part of the federal 
government’s inducement to build those wind farms as a valuable form of renewable 
energy.  The Commission Staff agreed with my position and rejected the argument that 
FPL’s income taxes should be calculated on the basis of FPL Group’s lower effective tax 
rate, noting that using the statutory tax rate has been the Commission’s practice.  See 
Staff Recommendation, Docket No. 060038-EI, dated May 8, 2006, at page 158-159.  
While there was no specific discussion of this topic in the Commission’s final order 
approving FPL’s 2005 storm cost recovery, the order was consistent with Staff’s 
recommendation. See Order No. PSC-06-0464-FOF-EI, Docket No. 060038-EI, dated 
May 30, 2006. 
 
This issue was raised again later in 2006, in a frivolous lawsuit filed against FPL and FPL 
Group. The lawsuit was dismissed, appealed and dismissed again. See Extraordinary 
Title Services, LLC, v. Florida Power & Light Company and FPL Group, Inc., 1 So.3d 
400 (Fla. 3rd DCA 2009). 
 
The simple fact of the matter is that the December 2009 Letter is asking the Commission 
to impute NextEra tax benefits to FPL, for investments that FPL did not make and that 
relate to assets which play no role in serving FPL’s customers. There is no logic or merit 
to this position, and certainly no one would want to see it applied the other way around: 
that tax benefits resulting from FPL investments would be transferred to NextEra rather 
than used to reduce costs for FPL customers. FPL has carefully and properly calculated 
its income tax liabilities in its historical financial statements on the basis of the stand-
alone method reflecting applicable statutory tax rates and all tax credits available to FPL. 
That same approach was taken in FPL’s calculation of income tax liabilities in this rate 
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case proceeding, a position with which no party disagreed and Staff recommends. The 
Commission should not let this ridiculous, undocumented letter obscure or detract from 
this fact or the importance and merits of our rate proceeding. 
 
Sincerely, 
 
s/ K. Michael Davis 
 
K. Michael Davis 
Vice President of Accounting  
 and Chief Accounting Officer 
 
 
cc: Commission Clerk 
 Governor Charlie Crist 
 Attorney General Bill McCollum (sent to Cecilia Bradley, Sr. Asst. Attorney General) 
 Counsel for Parties of Record 


