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PROCEEDI NGS

2 COW SSI ONER GRAHAM  (kay. Let the record

3 show it is Tuesday, October 4th. This is Docket

4 No. 20220143-EI. W are going to convene this

5 heari ng.

6 Madam staff, can | get you to read the notice,

7 pl ease?

8 M5. BROMLESS: Yes, sir.

9 By notice, this tine and place is schedul ed

10 for a hearing in Docket No. 20220143-El, to

11 consi der Duke Energy Florida, LLC s, petition for a
12 limted proceeding to inplenent the return on

13 equity trigger provision in its 2021 rate

14 settl enent agreenent. The purpose of the hearing
15 is nore fully set forth in the notice.

16 The petition under consideration today arises
17 fromprovisions in DEF' s 2021 settl enent agreenent
18 related to its 2021 base rate proceedi ng approved
19 by Order No. PSC-2021-0202-AS-El as anended by

20 Order No. PSC-2021-0202-A-AS-ElI. The signatories
21 to that agreenent have been nade parties to this

22 pr oceedi ng.

23 The purpose of today's hearing is to address
24 whet her DEF' s aut horized ROE and range of return on
25 equity should be revised due to the trigger
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1 provi sions of the 2021 settl enent agreenent, and,
2 i f so, what the appropriate annual base revenue
3 I ncrease shoul d be.
4 The O fice of Public Counsel, Florida
5 | ndustrial Power Users G oup, PCS Phosphate Wite
6 Springs and Nucor Steel Florida, Inc., are
7 signatories to the 2021 settl ement agreenent.
8 Nucor has been excused fromtoday's hearing and has
9 represented to staff counsel that they do not
10 obj ect to DEF s request.
11 COMWM SSI ONER GRAHAM  Ckay. Let's take
12 appear ances.
13 M5. TRIPLETT: Good norning. D anne Triplett
14 on behal f of Duke Energy Fl ori da.
15 MR, MOYLE: Jon Moyle wth the Myle Law Firm
16 on behal f of the Florida Industrial Power Users
17 G oup, FI PUG
18 MR. REHW NKEL: Charl es Rehw nkel with the
19 O fice of Public Counsel on behalf of Duke's
20 cust omers.
21 COW SSI ONER GRAHAM ~ Staff, is --
22 M5. BROMLESS: Suzanne Brownl ess and Shaw
23 Stiller on behalf of the PSC staff.
24 M5. HELTON: Mary Anne Helton is here as your
25 Advi sor, along with your General Counsel, Keith
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1 Hetri ck.
2 COW SSI ONER GRAHAM St aff, is there anybody
3 here for PCS Phosphat e?
4 M5. BROMNLESS: | believe Jay Brew --
5 MR BREW M. Chairman, this is Janes Brew
6 renotely.
7 COW SSI ONER GRAHAM  Ckay. Thank you, M.
8 Brew | just wanted to nmake sure.
9 kay. Prelimnary matters?
10 M5. BROMNLESS: W do not believe there are
11 any prelimnary nmatters, sir.
12 COW SSI ONER GRAHAM  Ckay. Openi ng
13 statements.
14 W wi Il now hear opening statenments. They are
15 limted to five mnutes each, and Duke w || speak
16 first, followed by OPC, FIPUG and PCS Phosphat e.
17 M5. TRIPLETT: Thank you, sir.
18 As Ms. Brownl ess noted, this Conmm ssion
19 approved our conprehensive 2021 settl enment
20 agreenent over a year ago. It included many
21 favorabl e provisions for both our customers and the
22 conpany. And in recognition of the potential for
23 interest rates to change, the parties agreed to a
24 provi sion by which our return on equity could be
25 increased if the treasury bond rates increased.
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1 DEF has denonstrated in its petition and its
2 exhibits that it has nmet the requirenents of the
3 2021 settlenent agreenment. W respectfully ask the
4 Comm ssion to approve it in full as an
5 i npl enentation of that already approved 2021
6 settl enent agreenent. And we have w t nesses
7 avai |l abl e to answer any questions you may have.
8 Thank you.
9 COW SSI ONER GRAHAM  Thank you.
10 OPC.
11 MR, REHW NKEL: Yes. Briefly, M. Chairman.
12 Public Counsel was a signatory to this
13 agreenent. W have negotiated many agreenments wth
14 Duke that are, on bal ance, favorable to the
15 custoners and good for the provision of utility
16 service by this conpany. This agreenent in 2021
17 was no different. W negotiated what we believed
18 was a very favorable return on equity.
19 Part of that negotiation was an agreenent for
20 a trigger provision, a one-tine event, if cost of
21 noney increased, and it has. The Conm ssion
22 approved that agreenent based on all the benefits
23 to the custoners, and we agree that the math
24 supports the triggering of this provision and,
25 therefore, we do not object to the rate increase
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



10

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

because it was -- it is called for by the
agreenent, and we stand by that.

Thank you.

COMW SSI ONER GRAHAM  Thank you, sir.

M. Myl e.

MR. MOYLE: Thank you, M. Chairnman.

And | am going to just make sone gener al
comments that | think will help put things in
context for the Duke issue that's before you, and
they can simlarly apply to the FPL request that is
com ng before you | ater

But the Florida Industrial Power Users G oup,
we do not want to see this rate increase. | don't
thi nk any custoners do. You all had a | ot of
di scussion earlier about what natural gas is doing,
and other things, and there are upward pressures on
rates. The economc tines are challenging, so, you
know, that is sone context.

But | think the inportant context is that this
provi sion has been enbedded in settlenent
agreenents for many, nmany years. And w thout going
into settlenent discussions and negoti ati ons,
sonetinmes in those conversations you will get stuck
on an issue. And this mechanism whereby there is

sonme flexibility, if the interest rates go up, you
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11

1 can make an adj ustnment wi th sonething that
2 creatively was hatched as a way to, you know, to
3 get past sticking points, and get to a deal. And I
4 think it's worked well. It's been in place for
5 many years. And we've negotiated and gotten in
6 pl ace, we think, favorable settlenment agreenents
7 t hroughout the years.
8 So the FIPUG nenbers, we've said this before.
9 A deal is a deal, and this is part of the deal. W
10 have no objection to it going in. There are sone
11 things in those settlenent agreenents that will at
12 sone point -- and they already have -- but that run
13 in the benefit of the custoners. And you may be
14 back here at some point asking -- hearing the
15 custoners saying, well, this is part of the deal.
16 So I just wanted to spend a couple of m nutes
17 and put some context on what is before you today.
18 It was part of the agreenent. W are fine with
19 living wwth that provision, and all the other
20 provi sions that we negotiated and that you
21 approved, so thank you.
22 COW SSI ONER GRAHAM  Thank you, sir.
23 M. Brew.
24 MR. BREW M. Chairman, very briefly.
25 PCS is a signatory to the agreenent, and we
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



12

1 stand by it as well. Like everyone else, we are
2 concerned at the upward pressure on rates from al
3 sorts of factors, but we do not have an objection
4 to inplenmenting the ROE trigger as provided by in
5 t he agreenent.
6 COW SSI ONER GRAHAM  Thank you, sir.
7 Staff, exhibits.
8 M5. BROMLESS: Staff has prepared a
9 conprehensi ve exhibit |ist which consists of DEF s
10 petition and DEF s responses to staff's data
11 request. The list has been provided to the
12 parties, to the Conm ssioners and to the court
13 reporter.
14 Staff requests that the list itself be marked
15 as Exhibit No. 1, with the other itenms marked as
16 identified on the |ist.
17 COW SSI ONER GCRAHAM  The exhi bits are marked
18 as indicated.
19 (Wher eupon, Exhibit Nos. 1-7 were marked for
20 identification.)
21 M5. BROWNLESS: The parties have indicated
22 that they do not oppose the entry of the exhibits
23 listed on the CEL.
24 At this tinme, staff would request that
25 Exhibits 1 through 7 be entered into the record.
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1 COMM SSI ONER GRAHAM | f there is no

2 objections, we will enter those into the record.
3 Let the record show everybody is noddi ng

4 affirmatively.

5 (Wher eupon, Exhibit Nos. 1-7 were received

6 into evidence.)

7 COW SSI ONER GRAHAM  Ckay. Wt ness

8 testinony. Duke, you got w tnesses?

9 M5. TRIPLETT: Yes, sir. W have Marcia

10 Aivier, who is the Director of Rates and

11 Regul atory Planning. She should probably be able
12 to answer nost of the questions that you have.

13 M. Joseph Phalen is Principle Load Forecaster, and
14 he is appearing renotely, and he can answer any
15 guestions that you may have about our weat her

16 normal i zed normal | oad forecast.

17 COW SSI ONER GRAHAM  Ckay. Staff, how do |
18 best swear in the witnesses? Just have themraise
19 t heir hands?

20 MS. HELTON: Yes, sir.

21 COMWM SSI ONER GRAHAM  Ckay. So if the

22 w tnesses would raise their right hand.

23 \Wer eupon,

24 MARCI A QLI VI ER
JOSEPH PHALEN
25 \WERE called as a witnesses, having been first duly sworn
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to speak the truth, the whole truth, and nothing but the
truth, was exanm ned and testified as foll ows:

COMW SSI ONER GRAHAM  (Ckay. Let the record
show both said yes.

Al right. Counsel, can you introduce your
two witnesses? | think you have al ready done that.

Parties, questions for the witnesses? W wll
start with OPC.

MR, REHW NKEL: No.

COW SSI ONER GRAHAM  FI PUG?

MR, MOYLE: No questi ons.

COW SSI ONER GRAHAM M. Brew?

MR. BREW No questions. And by the way, M.
Chairman, | appreciate the opportunity to appear
renotely at this particular item

COW SSI ONER GCRAHAM  That's quite all right.
And you sound perfect on the speaker, so thank you.

Staff.

M5. BROMNLESS: No, sir, we have no questions.

COW SSI ONER GRAHAM  Conmi ssi oner s?

No questions from Comm ssi oners.

kay. | guess there is no redirect.

MS. TRIPLETT: No.

COW SSI ONER GRAHAM  (kay. Staff, are there

any other -- | guess we can excuse the w tnesses.
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1 (Wtnesses excused.)
2 COW SSI ONER GRAHAM  Any ot her matters that
3 cone before us?
4 M5. BROMLESS: W are aware of none, Your
S Honor .
6 If the parties wish to file a post-hearing
7 briefs, the briefs shall be due on Cctober 6th,
8 2022. This hearing will be continued and a vote on
9 the issues will then be taken on October 7th, 2022.
10 If the parties are willing to waive the filing
11 of post-hearing briefs, the Comm ssion nay take --
12 may nmake a bench decision at this tine.
13 COMW SSI ONER GRAHAM  Anybody want to file
14 post-hearing briefs?
15 MR, REHW NKEL: No.
16 MS. TRIPLETT: No.
17 COW SSI ONER GRAHAM M. Brew?
18 MR. BREW No.
19 COMWM SSI ONER GRAHAM  Ckay. So we are ready
20 for a bench decision, is that correct, staff?
21 MS. BROMLESS: Yes, sir.
22 COMWM SSI ONER GRAHAM  Conmi ssi oner s.
23 M5. BROMLESS: At this tine, the staff is
24 prepared to nake an oral recommendation to the
25 Comm ssion with respect to the issues listed in
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 Order on Procedure number PSC-2022-0311-PCO EIl,

2 shoul d the Conmm ssion wsh to hear their

3 reconmendat i on.

4 COW SSI ONER GRAHAM  Conmi ssi oners, we want

5 to hear staff's recommendation, correct?

6 COMM SSI ONER CLARK:  Correct.

7 COW SSI ONER GRAHAM  Ckay, staff.

8 M5. NORRI'S: Issue 1: Should DEF s authorized

9 RCE and range of return on equity be revised due to
10 the trigger provisions of the 2021 settl enent

11 agreenent effective as of August 1st, 20227

12 Staff's recommendation is, yes. Based on the
13 cal cul ati on nethodol ogy in DEF s 2021 settl enent,
14 the average 30-year U. S. Treasury beyond yield rate
15 for the six-nmonth period from January 26th, 2022,
16 t hrough July 25th, 2022, was 2.764 percent, which
17 is 50 basis points greater than the yield rate of
18 2.2646 percent on May 4th, 2021, when the

19 Conmmi ssion voted to approve the 2021 settl enent

20 agreenent .

21 Therefore, DEF s authorized ROE shoul d be

22 I ncreased by 24 basis points -- 25 basis points to
23 a mdpoint of 10.10 percent, and the authorized

24 range adjusted to 9.10 percent to 11.10 percent

25 effective as of August 1st, 2022.
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1 | ssue 2: Should DEF s proposed AFUDC rates of
2 6. 20 percent for 2022 and 6. 26 percent for 2023 and
3 2024, as found in Exhibit Cto the petition, be
4 approved?
5 Staff's recommendation is, yes. Staff
6 reviewed DEF' s cal culations to derive the rate for
7 al | owance of funds used during construction and
8 found no di screpancies. Therefore, staff
9 recommends DEF's AFUDC rate for 2022, effective
10 August 1st, 2022, through Decenber 31st, 2022,
11 shoul d be 6.20 percent. The nonthly conpoundi ng
12 rate for the period August 1st, 2022, through
13 Decenber 31st, 2022, should be 0.005027.
14 DEF's AFUDC rate for 2023 and 2024, effective
15 on January 1st, 2023 should be 6.26 percent. The
16 nont hly conpoundi ng rate for cal endar years 2023
17 and 2024 should be 0.005071.
18 Staff would like to state for the record that
19 for the period from January 1st, 2022, through
20 July 31st, 2022, the AFUDC was 6.09 percent per the
21 settl enent agreenment. The nonthly conpounding rate
22 for that period was 0.004939.
23 MR. KUNKLER: Issue 3: \Wat is the
24 appropri ate annual base revenue increase associ ated
25 with the trigger provision of the 2021 settl enent
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 agr eenent ?
2 Conmm ssioners, staff reconmrends that the
3 annual base revenue increase associated with the
4 trigger provision of the 2021 settl enent agreenent
5 is $24.428 mllion.
6 Staff has reviewed the proforma weat her
7 adj ustnent to DEF' s May 2022 ESR, which reflected
8 war mer than average weather for the period. To
9 account for the warner than average weat her, DEF
10 i ncl uded a downward adj ustnent to operating revenue
11 of $45.9 mllion, resulting in a weather nornalized
12 ROE of 9. 20 percent.
13 Staff eval uated both DEF s weat her
14 normal i zati on nmet hodol ogy and the inputs it used to
15 arrive at the stated $45.9 million downward revenue
16 adjustnent. The inputs are correct and the
17 nmet hodol ogy is consistent with the nethodol ogy used
18 by the conpany in previous filings before the
19 Conmmi ssi on.
20 After including the full $24.428 nmillion
21 revenue increase allowed by the settlenent, the
22 conpany's profornma weat her nornmalized RCE increase
23 from9.20 percent to 9.46 percent, which is still
24 significantly | ower than the new ROE m dpoi nt of
25 10. 10 percent.
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1 Staff believes the $45.9 mllion revenue
2 adj ust rent due to weather, and the $24.428 nillion
3 annual base rate increase wll not cause the
4 conpany's profornma weather adjusted earnings inits
5 May 2022 ESR to exceed the 10.10 percent m dpoi nt
6 ROE. Therefore, staff believes the $24.428 nmillion
7 annual base rate revenue increase associated with
8 the trigger provision of the 2021 settl| enent
9 agreenment is appropriate.
10 Thank you.
11 MR, HAMPSON: This is Corey Hanpson with the
12 Di vi si on of Econom cs.
13 | ssue 4: Should DEF' s base rates be increased
14 to reflect the trigger provisions of the 2026
15 settl enent agreenent effective as of the first
16 billing cycle of January 20237
17 Yes, DEF' s base rates should be increased
18 effective with the first billing cycling of January
19 2023. Staff recomrends that DEF s proposed base
20 rates as filed in the petition should be approved
21 to reflect the RCE trigger provision of the 2021
22 settl enment agreenment. The base rates should be
23 effective the first billing cycle of January 2023
24 as proposed in the petition.
25 | ssue 5: Should Comm ssion staff be given
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1 authority to adm nistratively approval tariff
2 sheets that wll effectuate the January 2023
3 proposed i ncrease?
4 Yes, the Conmm ssion should grant staff the
5 authority to admnistratively approve DEF' s tariff
6 sheets to be effective January 1st, 2023.
7 M5. BROMNLESS: And the final issue: Should
8 this docketed be closed? And our recomendation
9 is, yes, this docket should be cl osed.
10 COMW SSI ONER GRAHAM  Ckay. Conmi ssi oners,
11 any questions, coments or concerns to staff
12 recommendati on that was given to us orally?
13 Conmm ssi oner La Rosa.
14 COMM SSI ONER LA ROSA: | w il just sinply say
15 | think FIPUG laid it out perfectly. | don't want
16 to -- | don't want rates to go up, but | think a
17 deal is a deal, and | think, you know, there is a
18 little bit of thought in how they explained it and
19 how t hey cane to this conclusion, and that's
20 clearly understood by nyself. | intend to support
21 staff's reconmendati on.
22 COW SSI ONER GRAHAM  I's that a notion?
23 COMM SSI ONER LA ROSA:  If no one else is
24 speaking, yes, that is a notion to approve staff's
25 recomendat i on.
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1 COW SSI ONER CLARK:  Second.

2 COMW SSI ONER GRAHAM  There is a notion and

3 dul y seconded.

4 Any further discussion?

5 Al'l seeing none, all in favor say aye.

6 (Chorus of ayes.)

7 COW SSI ONER GRAHAM  Any opposed?

8 (No response.)

9 COMWM SSI ONER GRAHAM By your action, you have
10 approved the staff recommendation on Issues 1

11 t hrough 6.

12 Any other matters?

13 M5. BROMLESS: No, sir.

14 Ch, the order conmmenorating your vote is due
15 to be issued on Cctober 24th, 2022, and staff is
16 aware of no other matters.

17 COMWM SSI ONER GRAHAM  Ckay. Well, | thank

18 everybody for their tinme and their patience. And
19 if you are leaving after this, please travel safe.
20 W are going to be adjourned and we cone back
21 here for the FPL hearing at 1:307

22 M5. BROMWNLESS: Yes, sir.

23 COMW SSI ONER GRAHAM  130. Thank you very

24 much.

25 (Proceedi ngs concl uded.)
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