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1 Before the Florida Public Service Commission 

2 Docket No. 20190156-EI: Petition for Limited Proceeding to Recover 

3 Incremental Storm Restoration Costs, Capital Costs, Revenue Reduction for 

4 Permanently Lost Customers, and Regulatory Assets related to Hurricane 

5 Michael for Florida Public Utilities Company 

6 Prepared Rebuttal Testimony of Michael Cassel 

7 Filed: July 27, 2020 

8 

9 Q. 

10 A. 

11 

12 

13 Q. 

14 A. 

Please state your name and business address. 

My name is Michael Cassel. My business address is 208 Wildlight Ave., 

Yulee, FL 32097. 

By whom are you employed and what is your position? 

I am employed by Chesapeake Utilities Corporation ("CUC") as the Assistant 

15 Vice President of Regulatory and Governmental Affairs for CUC's business 

16 units in Florida, including Florida Public Utilities Company ("FPUC") . 

. 17 

18 Q. 

19 A. 

20 

21 

22 

23 Q. 

24 A. 

25 

Have you previously filed testimony in this proceeding? 

Yes. I filed direct testimony with our petition initiating this proceeding on 

August 7, 2019. I filed revised direct testimony when FPUC made its revised 

filing on March 11, 2020. 

What is the purpose of your rebuttal testimony? 

· The purpose of my rebuttal testimony is to respond to the Office of Public 

Counsel's ("OPC") witness Helmuth Schultz's testimony regarding the 
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1 procedural and policy aspects of FPUC's request for relief, namely his 

2 assertions regarding the applicability of Rule 25-6.0143, Florida 

3 Administrative Code, and his mischaracterization of this limited proceeding 

4 as a "single-issue" rate case. 1 In that context, I will also respond to his 

5 proposed adjustment to the Company's request for recovery of payroll costs 

6 to remove costs associated with the Company's employee supplemental 

7 compensation paid under our Inclement Weather Policy. In addition, I will 

8 address his objections to FPUC's application of the Weighted Average Cost 

9 of Capital ("WACC"), and his recommendation to reduce the overall 

10 amortization of the Company's recovery request to five years. 

11 

12 Q. Do you agree with any of Witness Schultz's recommendations? 

13 A. Yes. While I disagree with most of Witness Schultz's recommendations, 

14 agree with his recommendation to formalize the tracking documents for 

15 contractor costs. As a matter of fact, the Company, as a result of the 

16 discovery process in this docket, has incorporated those documents into its 

17 hurricane procedures going forward. 

18 

19 Q. Can you summarize your concerns with the other aspects of Mr. 

20 Schultz's recommendations? 

21 A. Yes. Witness Schultz's recommendations ignore the real-world difficulty 

22 faced by FPUC in the context of this particular storm. His recommendations 

23 underestimate and undervalue the nature and degree of the catastrophic 

1 Direct Testimony of Helmuth Schultz III, at page 11. 

Rebuttal Witness: Michael Cassel Page 12 
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1 impacts incurred by FPUC as a result of Hurricane Michael. This was not a 

2 typical hurricane nor was the damage, in order of magnitude, faced by FPUC 

3 typical. Mr. Schultz seems determined, nonetheless, to make a square peg 

4 fit in the round hole. 

5 

6 I. Limited Proceeding 

7 Q. 

8 

Is Witness Schultz correct in equating FPUC's request to be a "single­

issue rate case?" 

9 A. He is - to an extent. He is correct to the extent that his analysis of the 

10 procedure contemplated by the Company's filing is correct. However, 

11 Witness Schultz appears to either be unfamiliar with, or otherwise ignoring 

12 the Florida Public Service Commission's ("Commission") limited proceeding 

13 rule, Rule 25-6.0431, Florida Administrative Code, which is the rule pursuant 

14 to which FPUC's request for recovery was filed. 

15 

16 Q. What is the purpose of a "limited proceeding" as set forth in that rule? 

17 A. As I understand it, the Rule implements Section 366.076, Florida Statutes, 

18 which provides that the Commission: 

19 "may conduct a limited proceeding to consider and act upon any matter 

20 within its jurisdiction, including any matter the resolution of which 

21 requires a public utility to adjust its rates to consist with the provisions of 

22 this chapter." 

23 

24 Q. Is the Company's request filed consistent with the requirements of Rule 

25 25-6.0431, Florida Administrative Code? 

Rebuttal Witness: Michael Cassel Page 13 
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1 A. 

2 

3 

Yes, it is. 

II. Storm Reserve Rule 

4 Q. 

5 

Do you agree with Witness Schultz's analysis and adjustments to 

FPUC's request that are based upon his application of Rule 25-6.0143, 

6 Florida Administrative Code?2 

7 A. No, I do not. His application of that rule, and the Incremental Cost and 

8 Capitalization Approach methodology ("ICCA") administered therein, does 

9 not apply to FPUC's requests that have initiated this consolidated 

10 proceeding. As I explained in my direct testimony, we considered and 

11 rejected the approach of seeking recovery through the Storm Reserve 

12 pursuant to Rule 25-6.0143, Florida Administrative Code, for several 

13 reasons, key among them being that at least 75% of FPUC's Northwest 

14 Division's facilities required either replacement or repair and the investment 

15 FPUC had to make to restore service to its customers was four times the 

16 existing net investment in the Northwest Division. Impacts of this magnitude 

17 and the recovery of the associated costs in the traditional manner would 

18 have created the following two problematic situations for FPUC. 

19 1. It would necessitate that the Company wait on the recovery of plant and 

20 accumulated depreciation until a full rate case could be compiled. This 

21 would significantly increase the lag time between incurring the costs and 

22 recovery, which the Company concluded would be detrimental to both its 

23 ratepayers and investors. Resolution in this traditional manner would also 

24 entail the Company including additional costs and additions incurred since 

2 Direct Testimony of Helmuth Schultz III at pgs. 6-7, and 20 - 33. 

Rebuttal Witness: Michael Cassel Page 14 
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1 our 2014 rate case, which would potentially increase the rate impact to our 

2 customers at a time when they can least afford it.3 

3 2. Recovery of the storm costs over a more traditional two year period 

4 would have necessitated an astronomical surcharge that would have created 

5 a substantial hardship for our customers that are still trying to recover from 

6 the impacts of the hurricane. Frankly, it seemed neither fair nor to make 

7 good economic sense. 

8 

9 Q. Has Witness Schultz explained why he believes Rule 25-6.0143, Florida 

10 Administrative Code, is applicable? 

11 A. No, he has not. He says only that "recovery of these expenses is governed" 

12 by the Rule, and that "FPUC is seeking unusual treatment." 4 

13 

14 Q. Is FPUC's request unusual? 

15 A. When viewed only within the context of storm cost recovery proceedings for 

16 Florida utilities over the .past few years, it is different. However, Hurricane 

17 Michael and its impact upon FPUC and its customers was on a scale that is 

18 not comparable to anything FPUC has ever experienced, and historically, 

19 could best be compared with only Florida Power & Light's experience in 1992 

20 with Hurricane Andrew and Gulf Power's experience with Hurricane Ivan in 

21 terms of relative scale of damage and cost. Notably, both of those 

22 companies are quite a bit larger than FPUC, and both had substantially more 

3 Docket No. 20140025-EI: Application for rate increase by Florida Public Utilities Company. 
4 Direct Testimony of Helmuth Schultz III at pgs. 6-7. 

Rebuttal Witness: Michael Cassel Page 15 
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1 insurance coverage and funded storm reserve accounts at the time that they 

2 were impacted by these storms.5 

3 

4 111. Appropriate Recovery Mechanism 

5 Q. Witness Schultz argues that FPUC's request to establish a regulatory 

6 asset for expenses not recovered through base rates is prohibited as 

7 retroactive rate-making. Do you agree?6 

8 A. I do not. First, he improperly characterizes the requested recovery as lost 

9 revenue and refuses to acknowledge that the Company did incur normal 

10 expenses during the period in question. Moreover, he ignores the fact that 

11 this same recovery has been afforded another Florida utility in a prior case. 

12 In Docket No. 20041291-EI, In re: Petition for authority to recover prudently 

13 incurred storm restoration costs related to 2004 storm season that exceed 

14 storm reserve balance, by Florida Power & Light Company, the Commission 

15 considered, among other things, FPL's request to recover normal O&M 

16 expenses and agree that these expenses had not been recovered through 

17 base rates and should, therefore, be recoverable. 7 Given that the 

18 Commission has not considered such treatment to amount to retroactive rate 

19 making in the past, there is no basis to reverse course now as it applies to 

20 FPUC. 

5 See, Order Approving Stipulation and Settlement, issued March 4, 2005, in Docket No. 20050093-EI 
(stipulated amount in Gulfs reserve account- $27.8 million); and Order Authorizing Self-Insurance and Re­
establishing Annual Funding of Storm Damage Reserve, Order No. PSC-1993-0918-FOF-EI, issued June 17, 

1993 (FPL T&D Insurance coverage prior to Hurricane Andrew - $350 million per occmTence.) 
6Direct Testimony of Helmuth Schultz III at pg. 25. 
7 Order No. PSC-05-0937-FOF-El, p. 16 

Rebuttal Witness: Michael Cassel Page 16 
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1 Q. Witness Schultz raises a similar argument as it relates to the 

2 Company's request to recover for the 556 lost customers.8 Do you 

3 agree? 

4 A. No, but for a different reason. Witness Schultz overlooks the fact that, in the 

5 context of a rate case, depending upon the test year approved, FPUC's 

6 billing determinants would be adjusted to reflect that there are fewer 

7 customer accounts across which its cost of service can be allocated. Thus, 

8 rates would be designed and assigned across the rate classes assuming 

9 each customer is responsible for a higher percentage of the cost of service, 

10 which would create upward pressure on the rates. The Company's proposed 

11 regulatory asset for lost customers, in effect, adjusts for the same loss of 

12 billing determinants during a defined period. 

13 The Company's request is reasonable, consistent with accepted rate-making 

14 principles, and cannot simply be dismissed as retroactive rate-making. 

15 

16 Q. Do you agree with Witness Schultz's recommended adjustments to the 

17 payroll components of FPUC's request for recovery?9 

18 A. No, I do not. Witness Schultz's recommendation to exclude compensation 

19 paid under the Company's Inclement Weather Exempt Employee 

20 Compensation Policy ("IWP"), as well as IPP bonus, based upon his 

21 application of Rule 25-6.0143, Florida Administrative Code, is just wrong for 

22 the reasons I have discussed already. FPUC is not seeking recovery 

23 through the storm reserve pursuant to that rule. Furthermore, even if the 

8 Id. at pg. 20-22. 
9 Direct Testimony of Helmuth Schultz III at pgs. 29- 31. 

Rebuttal Witness: Michael Cassel Page 17 
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1 Company were seeking recovery pursuant to that rule, the Commission 

2 expressly found in Docket No. 20180061-EI that recovery of IWP 

3 compensation payments is allowable under the rule. 10 

4 

5 Q. 

6 A. 

7 

Were you a participant in Docket No. 20180061-EI? 

Yes, I appeared as a witness on behalf of FPUC. 

8 Q. Does Witness Schultz acknowledge that the Commission has allowed 

9 recovery of IWP payments for FPUC under Rule 25-6.0143, Florida 

10 Administrative Code? 

11 A. He does, but he states that the Commission "erred" in that decision. 11 

12 

13 Q. Did OPC seek reconsideration of the Commission's decision in Order 

14 No. PSC-2019-0114-FOF-EI to allow FPUC to recoup compensation 

15 payments made pursu~nt to its IWP? 

16 A. Yes. However, the Commission considered and denied that request by 

17 Order No. PSC-2019-0207-FOF-EI, issued May 31, 2019. 

18 

19 Q. Is Docket No. 20180061-EI still open such that it remains subject to 

20 appeal? 

21 A. No, to the best of my knowledge, it is not. 

22 

23 

10 Order No. PSC-2019-0114-FOF-EI, issued March 26, 2019, in Docket No. 20180061-EI, at p. 4. 
11 Direct Testimony of Helmuth Schultz Ill at pg. 30. 

Rebuttal Witness: Michael Cassel Page I 8 
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1 IV. WACC 

2 Q. Do you agree with . Witness Schultz's assessment that FPUC's 

3 application of the Weighted Average Cost of Capital ("WACC") to storm 

4 restoration costs is inappropriate? 

5 A. No, I disagree with all aspects of his recommendation on this topic. 

6 

7 Q. Please explain your disagreement with Witness Schultz regarding 

8 application of the WACC. 

9 A. Certainly. I disagree for two main reasons. First, as discussed earlier in my 

10 testimony, the cost to restore service far exceeded the investment in the 

11 Company's Northwest Division. Second, FPUC proposes to extend its 

12 recovery over a 10-year period, instead of trying to recover over the more 

13 traditional 2-year period, as a means to reduce the monthly financial impact 

14 on our customers. Given the longer recovery period, our request to apply the 

15 WACC to the storm regulatory asset provides an equitable means to balance 

16 the cost of recovery between our customers and our investors. 

17 

18 Q. Why is it important to strike that balance? 

19 A. Our parent company, CUC, and FPUC target a capital structure ratio of at 

20 least 50% equity to the total of equity and debt. CPK (and inherently, FPUC) 

21 have achieved this target over the long-term. Maintaining this balance 

22 provides the Company with access to capital for growth and stable solvency 

23 to meet financial requirements. When an investment is made, whether it is 

24 for new growth or replacement of existing assets, the financial markets 

25 anticipate that the Company will maintain this balance given its stated target 

Rebuttal Witness: Michael Cassel Page 19 
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1 and financial history. Financing the recovery of a storm of this magnitude 

2 with all debt would contradict the Company's long standing financial 

3 discipline, approach to financing and stated equity targets, as adopted by the 

4 Board of Directors. Not following our stated targets could be viewed 

5 negatively by the financial community and therefore, impact the pricing of 

6 capital. This could include potential higher borrowing costs, increased debt 

7 covenants and restrictions, and overall reduced borrowing capacity. A 10-

8 year recovery at interest only would hurt our financial position. The solution 

9 proposed by FPUC in this docket strikes a balance in terms of a manageable 

1 O monthly bill increase for customers, while enabling the Company to continue 

11 sending the appropriate signals to the financial markets in regards to 

12 continuation and adherence to its capital structure targets. 

13 

14 Q. Is Witness Schultz's implication that FPUC's shareholders are seeking 

15 to "benefit financially from a storm event" through the application of 

16 the WACC accurate?12 

17 A. 

18 

No, of course not. Moreover, it is not realistic to expect the Company's 

shareholders to forgo entirely the opportunity to earn a fair return when a fair 

19 solution exists. 

20 

21 Q. Is the application of the WACC to new capital additions, and the 

22 proposed regulatory assets appropriate? 

23 A. In the context of a limited proceeding, as it would be in a full rate case, it is. 

24 The benefit of a limited proceeding is that it allows a company to seek base 

12 hl_At p. 11. 

Rebuttal Witness: Michael Cassel Page 110 
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1 rate recovery for limited rate base components and expenses that would 

2 otherwise be delayed in the development and processing of a full rate case. 

3 A limited proceeding also typically is less costly and time consuming, which 

4 tends to reduce the amount of processing costs or "rate case expense" than 

5 might otherwise be incurred and included in the calculation of the final rate 

6 adjustment. The Commission may recall that in 2017, the Company filed a 

7 limited proceeding seeking recovery of certain reliability and modernization 

8 projects. While that proceeding was ultimately resolved through a settlement 

9 agreement, the request the Company made in that proceeding is, 

10 procedurally, very similar to FPUC's request in this case. 13 As in that 2017 

11 filing, FPUC has in this proceeding requested that the changes to plant, 

12 accumulated depreciation, and the two regulatory assets be treated the same 

13 way they would if the Company were to file a rate case now. In a rate case, 

14 a return on these components based on WACC would be included when 

15 developing the Company's revenue requirement. 

16 

17 Q. Do you agree with Witness Schultz's recommendation to reduce the 

18 amortization period for the storm cost recovery regulatory asset to five 

19 years?14 

20 A. No. Witness Schultz's recommendation to amortize the asset over five years 

21 assumes that all of his recommendations are accepted by the Commission. 

22 A five year amortization would result in a much higher than typical bill unless 

13 See Docket No. 20170150-El -Petition for limited proceeding to include reliability and modernization 
projects in rate base, by Florida Public Utilities Company, resolved by Order No. PSC-20 I 7-0488-PAA-EI. 
14 Id. At p. 28. 

Rebuttal Witness: Michael Cassel Page 111 
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1 you assume that every one of Witness Schultz's recommendations are 

2 accepted, which we urge the Commission not to do. 

3 

4 V. Timing 

5 Q. One last thing. Witness Schultz indicates that FPUC's request is not 

6 appropriate, because "it has been years since FPUC filed a base rate 

7 case."15 Do you agree? 

8 A. His statement is accurate but also misleading. The implication from Witness 

9 Schultz's testimony is that FPUC has avoided a rate case in order to avoid a 

10 full review by the Commission of its revenues and expenses. To the 

11 contrary, the Company's last rate case, which was filed in 2014, was 

12 resolved by the Commission's approval of a Stipulation and Settlement 

13 between OPC and the Company. 16 That approved Stipulation and Settlement 

14 included a so-called "stay out" provision, pursuant to which FPUC was not 

15 allowed to file another base rate proceeding until after December 2016. In 

16 2017, the Company filed a Petition for Limited Proceeding to Include 

17 Reliability and Modernization Projects in its base rates, Docket No. 

18 20170150-EI. That proceeding was also resolved by Commission approval 

19 of a Stipulation and Settlement, which included another "stay out" provision 

20 that prohibited FPUC from seeking a change in its base rates, whether 

21 through interim or final rates, that would become effective prior to January 1, 

22 2020. 17 Thus, while FPUC has not filed a rate case in six years, it has not 

15 Id. At p. 7. 
16 Order No. PSC-2014-0517-S-El, issued September 29, 2014, in Docket No. 20140025-El. 
17 Order No. PSC-2017-0488-PAA-EI, issued December 26, 2017, in Docket No. 20170 I 50-El. 

Rebuttal Witness: Michael Cassel Page 112 
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1 done so pursuant to the express terms of Commission-approved settlement 

2 agreements between the Company and OPC. 

3 

4 VI. Conclusion 

Do you have any concluding remarks? 5 Q. 

6 A. Yes. The magnitude of the impact of Hurricane Michael challenged 

7 FPUC to find a way to rebuild its Northwest Division and then to recover the 

8 costs of doing so in a way that would minimize the impact on our customers. 

9 Given the amounts at issue, that, in and of itself, was a difficult task. 

10 Compounding the challenge, the Company's path to recovery also needed to 

11 ensure that the Company's financial posture did not deteriorate and that our 

12 shareholders continued to have at least the opportunity to earn a fair return 

13 on their investment. Through the filings and requested relief we have 

14 submitted in this proceeding, we have endeavored to strike that balance and 

15 find the most equitable solution. Simply because FPUC's proposal is not the 

16 traditional approach does not mean it is the wrong approach. FPUC's 

17 request for recovery provides the right approach to address the impacts of an 

18 extraordinary storm. As such, we urge the Commission to reject Witness 

19 Schultz's arguments and proposed adjustments. 

20 

21 Q. 

22 A. 

Does this conclude your rebuttal testimony? 

Yes, it does. 

Rebuttal Witness: Michael Cassel Page 113 
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9 I. 

10 Q. 

11 A. 

Before the Florida Public Service Commission 

Docket No. 20190156-EI: Petition for Limited Proceeding to Recover 

Incremental Storm Restoration Costs, Capital Costs, Revenue Reduction 

for Permanently Lost Customers, and Regulatory Assets related to 

Hurricane Michael for Florida Public Utilities Company 

Prepared Rebuttal Testimony of Michelle D. Napier 

Filed: July 27, 2020 

POSITION, QUALIFICATIONS, AND PURPOSE 

Please state your name and business address. 

My name is Michelle D. Napier. My business address is 1635 Meathe 

12 Drive, West Palm Beach, Florida 33411. 

13 
14 Q. By whom are you employed and in what capacity? 

15 A. I am employed by Florida Public Utilities Company ("FPUC" or 

16 "Company") as Manager of Regulatory Affairs. 

17 Q. Have you previously filed testimony in this proceeding? 

18 A. Yes. I filed direct testimony with our petition initiating this proceeding on 

19 August 7, 2019. I filed revised direct testimony when FPUC made its 

20 revised filing on March 11, 2020. 

21 

22 Q. What is the purpose-of your rebuttal testimony? 

23 A. The purpose of my rebuttal testimony is to address the concerns the 

24 Office of Public Counsel ("OPC") Witness Schultz has raised with regard 

25 to the Company's calculations of various aspects of its requests for 
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23 
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DOCKET NO. 20190156-EI (Dockets Nos. 20190155-EI and 20190174-El) 

Q. 

A. 

recovery in this proceeding, particularly issues that he has identified as 

arising from my exhibits on direct testimony. I will also respond to a 

number of other financial and accounting arguments he has raised, 

including: his issues with the Company's request to establish regulatory 

assets for unrecovered operations and maintenance ("O & M") costs and 

for lost customers; his representation of the Company's earnings posture; 

and his assertions that the Company's calculations include double 

recovery. I will also briefly touch on his adjustments to payroll expense. I 

will defer to FPUC Witness Patricia Lee as it relates to Witness Schultz's 

assertions regarding the Company's proposed regulatory asset related to 

the negative component of the accumulated depreciation reserve caused 

by assets retired prematurely in the wake of Hurricane Michael. Likewise, 

FPUC Witness Mark Cutshaw will address Witness Schultz's arguments 

as they relate to the outside contractor costs incurred. I will, however, 

address Witness Schultz's assertions that some of those costs lacked 

documentary support. 

Are you sponsoring any exhibits with your rebuttal Testimony? 

Yes. I am sponsoring Exhibits MDN-11, MDN-12, and MDN-13. Exhibit 

MDN-11 shows an adjustment we propose to our filing and MDN-12 

shows the revisions necessary to our filing as a result of this adjustment 

and another adjustment sponsored by Witness Patricia Lee in Exhibit 

PSL-5. Exhibit MDN-13 is our September 2019 Surveillance Report. 

Rebuttal Witness: Michelle Napier Page 12 
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1 Q. 

2 

3 A. 

4 

Would granting FPUC's request result in a "double recovery" on the 

retired plant that is already being recovered in base rates?1 

After consideration of Witness Schultz's arguments on this point, we 

revisited the Company's filing to ensure all potential double recoveries had 

5 been eliminated. As· a result, we determined that Witness Schultz had 

6 identified an issue as to one aspect of our filing. The adjustment to plant 

7 for the retirements and the adjustment to accumulated depreciation for the 

8 retirements result in an offset. Although this was done to comply with the 

9 FERG chart of accounts, we have determined that the net book value of 

10 the retired assets, on which we earn a return through base rates, were not 

11 actually eliminated in our filing. Exhibit MDN-11 provides the calculation 

12 of the amount determined. Also, we have identified $274,873 relating to 

13 cost of removal in the Regulatory Asset for Accumulated Depreciation that 

14 is already being recovered through depreciation in base rates. FPUC 

15 Witness Lee will discuss this in her testimony. The regulatory asset 

16 calculation is revised on Exhibit MDN-12 page 6. Exhibit MDN-12 

17 provides the revisions to my original Exhibit MDN-1 necessary to compute 

18 the revenue requirement calculation. These changes result in a reduction 

19 of the revenue requirement by $146,671 or 1.2% of the final filing. 

20 

21 Q. On Exhibit HWS-2, Schedule C, Witness Schultz reduced FPUC's 

22 interest on MDN-4 from $1,591,279 to $1,363,432. Do you agree with 

23 this adjustment? 

1 Direct Testimony of Helmuth Schultz III at pgs. 16-17. 

Rebuttal Witness: Michelle Napier Page 13 
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1 A. 

2 

No, I do not for several reasons. First, as stated on MDN-4, the interest 

computed on MDN-4 was only for the 15-month period from October 2018 

3 to December 2019 since FPUC assumed that when recovery began in 

4 January 2020, the requested return would be based on Weighted Average 

5 Cost Capital ("WACC"). We assume that since recovery began in January 

6 2020, Witness Schultz is amortizing the storm costs from January 2020 

7 thru December 2024. Calculation of interest on only the storm costs on 

8 MDN-4 at the 3.6% weighted cost of debt rate, used by Witness Schultz 

9 on Exhibit HWS-2, Schedule A, through December 2024 results in interest 

10 of $5,144,624. This same calculation, with all of Witness Schultz 

11 adjustments to MDN-4, amounts to $4,626,170. This is substantially 

12 higher than the $1,363,432 on Schedule C of his Exhibit HWS-2. It 

13 appears that Witness Schultz only based this interest on FPUC's 

14 calculation, which was calculated through December 2019 after his 

15 adjustments. It does not appear that he calculated any interest for the five 

16 years that he is proposing as the amortization period. Since the Company 

17 is requesting recovery over 10 years beginning in January 2020, if we had 

18 filed for interest only for the entire period from October 2018 thru 

19 December 2029, the interest included on MDN-4 would have been 

20 significantly higher than $5 million. 

21 

22 Q. Are there concerns with Witness Schultz's interest calculations? 

23 A. Yes. The concerns with Witness Schultz's interest calculations are as 

24 follows: 

25 1. There is no calculation to support his interest amount provided. 

Rebuttal Witness: Michelle Napier Page 14 
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1 2. Witness Schultz said he was going to amortize the costs over 5 years 

2 but did not indicate in his testimony whether he started calculating interest 

3 using October 2018 or January 2020 when interim rates went into effect. I 

4 understand, however, that in his subsequent deposition, he indicated that 

5 he used only the October 2018 through December 2019 amount on MDN-

6 4, and then applied his adjustments to reduce that amount. 2 We are 

7 otherwise unable to confirm whether his calculation includes interest back 

8 to October 2018. 

9 3. He does not provide his calculation without his adjustments. 

10 4. The interest he proposes is significantly understated. 

11 5. Approval of the Limited Proceeding portion of FPUC's request along 

12 with changing to a 5-year amortization for "traditional" storm costs will 

13 significantly increase customers' rates. In the Company's revised filing, I 

14 provided Exhibit MDN-9 which calculated a storm surcharge using the 

15 traditional storm methodology with a 2-year recovery period. My Exhibit 

16 MDN-10 then compared the residential typical bill from our filing to the 

17 alternate scenario. This exhibit showed an increase in the typical bill of 

18 $18.83 per month or 14.15%. We believe granting relief consistent with 

19 our request is in the best interest of the Company's customers and 

20 balances the interests of the both our customers and shareholders, as 

21 discussed further in Witness Cassel's rebuttal testimony. 

22 

23 

24 

2 Deposition of Witness Helmuth Schultz, Transcript pg. (page number pending receipt of transcript). 
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DOCKET NO. 20190156-EI (Dockets Nos. 20190155-EI and 20190174-EI) 

1 11. Plant Capitalized and Retirements 

2 Q. Do you agree with his assertion that inclusion of new plant in FPUC's 

3 request for recovery is not appropriate? 

4 A. I do not. Witness Schultz claims that plant should not be allowed because 

5 if FPUC filed a full rate case, increased plant would be offset with lower 

6 operation and maintenance costs that have not been considered. First, I 

7 note in particular his example regarding tree trimming expense.3 

8 However, as explained by FPUC's Witness Cutshaw in his rebuttal 

9 testimony, the tree damage caused by Hurricane Michael did not reduce 

10 tree trimming expense, nor is it expected to reduce those expenses going 

11 forward given the number of severely damaged trees that remain 

12 standing, which I understand renders them more susceptible to disease. In 

13 addition, transmission and distribution expenses for the electric division 

14 increased in 2019 over 2018 and as of May 2020, these costs are higher 

15 than in 2019. This is also true for total operating expense. Therefore, we 

16 continue to see an increase in expenses, not a decrease as Witness 

17 Schultz assumes. 

18 

19 Q. Witness Schultz identified a concern with regard to replaced plant 

20 and the amount of retired plant that you reflected on your direct 

21 Exhibit MDN-9.4 Is he correct the amount of retired plant on your 

22 exhibit is understated? 

3 Id. at pg. 13. 
4 Id. at pg. 18. 
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DOCKET NO. 20190156-EI (Dockets Nos. 20190155-EI and 20190174-EI) 

1 A. 

2 

No. Witness Schultz calculates an estimate of $4 million of retirements by 

taking the gross value of plant multiplied by the estimated 10% of plant 

3 replaced. This does not provide an accurate number. First, the cost of 

4 the assets have varied over time with additions in later years costing 

5 more. Many of these later additions can be expected to have been storm 

6 hardened or to meet higher wind loading criteria, and as result, would also 

7 be expected to experience fewer storm-related failures. Additions in later 

8 years may have been storm hardened and replacement not needed. In 

9 addition, Witness Schultz balance for plant of $46,282,784 includes "Other 

10 Northwest Division Plant" such as the building, vehicles, and office 

11 equipment. Since none of these items were retired, they distort his 

12 calculation of an average retirement amount. The Company's retirement 

13 amount was based on the quantities and original cost of the plant retired. 

14 The booked amounts were reviewed in detail by an outside consultant 

15 who reviewed every entry at my direction and under my supervision. 

16 Witness Schultz makes this estimate without any detail review of the 

17 actual data. 

18 

19 Ill. Lost Customer Regulatory Asset 

20 Q. What issues do you have Witness Schultz's arguments regarding the 

21 Company's request to establish and recover a regulatory asset for 

22 

23 A. 

24 

lost customers? 

I have a few. First, based upon the revised amount of lost customers from 

our initial filing to our revised filing, he suggests that the number of lost 

Rebuttal Witness: Michelle Napier Page 17 



DOCKET NO. 20190156-EI (Dockets Nos. 20190155-EI and 20190174-EI) 

1 customers could continue to decrease.5 On this issue, it seems he has 

2 overlooked the fact that the Company's request pertains to a time certain 

3 with a definitive end point. The Company's revision of the number of lost 

4 customers from its August 2019 filing, which reflected an estimate of 779 

5 customers, to its revised filing of March 2020, which reflects 556 

6 customers at November 2019, is indicative of the Company's initial 

7 projections and final determinations following the end of 2019. The 

8 response to Citizen's Production of Documents ("POD") No. 33 supports 

9 this response with the status by customer. The Company's request for a 

1 O regulatory asset to recover for lost customers was specific to the period 

11 October 2018 through December 2019. While the Company expects the 

12 customer numbers to eventually rebound, given FPUC's size, the number 

13 of lost customers for this defined period following Hurricane Michael 

14 represents a relevant percentage of the Company's overall customer 

15 base, which altered whether the Company's base rates could actually 

16 recover the Company's cost to serve. 

17 

18 Q. 

19 

20 A. 

21 

22 

Witness Schultz states that FPUC did not provide a log of lost 

customers, do you agree? 

As explained in our response to the OPC's Interrogatory 44, the original 

number of customers was determined by our Customer Care department 

based on statements from the customers that they were permanently 

23 disconnected due to the storm. As provided in the response to OPC's 

24 POD No. 33, the revised filing was prepared using actual customer data 

5 Id. At pg. 20. 
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DOCKET NO. 20190156-EI (Dockets Nos. 20190155-EI and 20190174-EI) 

1 through October 2019 with estimates for September to December 2019 

2 based on operations reports of customers being brought back on service. 

3 The Company's response to this request did contain a list of disconnected 

4 customer accounts with notes on whether service was expected to be 

5 reinstated. 

6 

7 V. Unrecovered O&M Expense Asset 

8 Q. 

9 

Do you agree with Witness Schultz's argument that FPUC's earnings 

surveillance report for December 2018 indicates that FPUC fully 

10 recovered its O&M expenses for the period October - November 

11 2018?6 

12 A. 

13 

No. After billing cancellations were done, FPUC had an operating loss for 

the October through December 2018 period. In addition, use of the 

14 December 2018 surveillance report is not reasonable. This return includes 

15 nine months of data that occurred before the storm. As shown on Exhibit 

16 MDN-13, the September 2019 report, which reports the 12-month period 

17 after the storm, shows a return on common equity of 1.61 % out of an 

18 allowed range of 9.25% to 11.25%. This return is based on amounts 

19 without the inclusion of the amounts on MDN-4. If the average balance at 

20 that time was included, FPUC would have been earning a .21 % return on 

21 equity. 

22 

23 

24 

6 Id. at pg. 24. 
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DOCKET NO. 20190156-EI (Dockets Nos. 20190155-EI and 20190174-EI) 

1 VI. 

2 Q. 

3 

4 A. 

5 Q. 

Payroll Expense 

Is FPUC's inclusion of payroll expense in its request consistent with 

the Commission's decisions in Docket No. 20180061-EI? 

Yes, as discussed more fully in the Rebuttal Testimony of Witness Cassel. 

Were the bonus payments of $24,703 that Witness Schultz refers to 

6 and adjusts storm costs for on Exhibit HWS-2 included in the net 

7 storm costs on MDN-4? 

8 A. 

9 

No, the bonus payments were removed in the reduction made for 

capitalized costs since they were charged as part of the plant overhead 

10 and included in the plant addition work orders. None of this amount was 

11 included in the $41,337,757 of costs on MDN-4. While the Company is 

12 ultimately pursuing relief through this limited proceeding, in accordance 

13 with Rule 25-6.0431, F.A.C., our calculation of storm costs as set forth on 

14 MDN-4 was made consistent with the requirements of Rule 25-6.0143, 

15 F.A.C. Therefore, the bonus payment costs are included in the limited 

16 proceeding request, rather than in the storm costs regulatory asset. 

17 

18 VII. Contractor Costs 

19 Q. Do you agree with Witness Schultz's statement that FPUC's 

20 "capitalization of costs is somewhat misleading"?7 

21 A. No. On MDN-4, FPUC appropriately used the word capitalized costs to 

22 refer to capital work orders that were debited to balance sheet accounts 

23 for plant in service and accumulated depreciation for cost of removal and 

7 Id. at pg. 34. 
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DOCKET NO. 20190156-EI (Dockets Nos. 20190155-EI and 20190174-EI) 

1 thus removed from the "traditional" storm recovery costs reported in 

2 accordance with Rule 25-6.0143, F.A.C. 

3 

4 

5 Q. 

6 

Did FPUC provide incomplete information or documentation in 

response to OPC's discovery requests in this docket regarding 

7 contractor costs?8 

8 A. No. To the contrary, FPUC provided numerous invoices and analysis in 

its responses. Witness Schultz implies that FPUC prepared the 

summaries of contractor costs included in the response to Citizen's POD 

9 

10 

11 No. 4, which was due to a data request response as opposed to a prior 

12 review of the costs. This is not accurate. The type of data shown on 

13 Exhibit HWS-6 page 4 was not prepared specifically for OPC's discovery 

14 request. However, since POD 4 requested only invoices over $25,000, 

15 the Excel summaries shown on Exhibit HWS-6 pages 1 to 3, and 5 to 15 

16 were edited in order to reconcile to the detail that OPC did request. 

17 FPUC provided a contractor summary which was done before the 

18 discovery process in response to Citizen's POD No. 14. This summary 

19 included all invoices for each contractor at that time, including those under 

20 $25,000. In addition, FPUC provided a detailed schedule of all contractor 

21 costs in the general ledger in response to Citizen's Interrogatory No. 2. 

22 This schedule was later updated for the revised filing in March, 2020, and 

23 provided as revised responses to OPC's discovery requests. Lastly, at the 

24 request of the OPC, FPUC re-input data from every contractor invoice into 

8 Id. at pg. 44. 
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1 a format provided by OPC which detailed each contractor employee's 

2 time by day and each piece of equipment along With any other costs. The 

3 Public Service Commission audit staff also did a separate audit of all filing 

4 differences between the original and the revised filing with no resulting 

5 findings. 

6 

7 Q. 

8 

9 

10 A. 

Witness Schultz indicates a concern regarding his inability to review 

line clearing contractor invoices below $25,000.9 Did OPC request 

invoices from FPUC below that threshold through discovery? 

No, they did not. The Citizen's POD 4 and 6 requested detail for 

11 contractor costs over $25,000 so only invoices over $25,000 were 

12 provided. However, as previously mentioned, we did provide general 

13 ledger detail for invoices under $25,000 and the Excel spreadsheets 

14 requested by OPC for each contractor in detail by day by contractor 

15 employee and piece of equipment which did include the invoices under 

16 $25,000. 

17 

18 Q. 

19 

20 A. 

21 

22 

Did FPUC verify invoices for line clearing contractors that were 

below the $25,000 threshold? 

Yes, all invoices were reviewed by operations personnel and by a financial 

analyst. In addition, the PSC financial audit requested several invoices 

below $25,000. The two PSC audit reports did not have any findings 

23 disagreeing with our costs. 

24 

9 Id. at pg. 49. 
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1 Q. 

2 

3 A. 

Did Witness Schultz request supporting documentation for the 

$166,469 Gunster projected costs? 

No, he did not. However, the Public Service Commission auditors did 

4 request support for this item and it was provided in the response to 

5 Document Request 4.1 along with projected accounting consulting and 

6 temporary labor to prepare documents for the Office of Public Counsel. 

7 There were no findings in their report that the backup was insufficient. 

8 

9 VIII. Logistics 

10 Q. Witness Schultz discussed generators being charged to logistics 

11 costs that should have been capitalized. Were generators purchased 

12 and charged to logistics? 

13 A. No. There were costs for rental of two large generators used to provide 

14 power to a hotel and campground so that we could house the contractors 

15 during restoration. These generators were large and would have been 

16 extremely expensive to purchase. These costs should not have been 

17 capitalized. 

18 

19 Q. 

20 

21 A. 

22 

Is Witness Schultz correct that FPUC did not provide supporting 

documentation for the increase in logistics costs? 

No, he is not. First, the response to the OPC's Interrogatory No. 276 

summarized the changes between the original and th~ revised filing. Most 

23 of the difference in logistics related to Hurricane Dorian. A small amount 

24 related to corrections of accruals and late invoices. The detail of all costs 

25 including Hurricane Dorian was provided in the updated response to 
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1 Citizen's Interrogatory No. 2. Again, the PSC financial auditors reviewed 

2 these costs in their second audit in this docket and no findings were 

3 included in the report to dispute the charges. 

4 

5 IX. 

6 Q. 

7 

8 A. 

Capitalization 

Do you agree with Witness Schultz's recommendations regarding 

memorialization of capitalization policy?10 

Yes. As it so happens, the Company was already in the process of 

9 establishing new plant procedures as part of a new software/fixed assets 

1 O project and is incorporating additional procedures related to storm plant 

11 additions in that project as well as updating FPUC's hurricane procedures. 

12 

13 Q. 

14 A. 

15 

16 

Does this conclude your rebuttal testimony? 

Yes, it does. 

10 Id. at pgs.52-53 . 
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Last Rate Case Difference in 

In Base Rates FIiing Base Rates Exhibit NO. --MDN-11 

Plant being retired $ 1,429,415.73 $ (1,429,416.00) Calculation to Remove NBV 

~ccumulated Depreciation $ (269,017.92) $ 572,916.00 Page 1 of 1 

Reg Asset $ 856,500.00 

Rate base that earns a return $ 1,160,397.81 $ $ 1,160,397.81 

Depreciation Expense $ 66,561.67 $ (57,451.53) $ 9,110.13 

Change in Revenue Requirement $ (98,891.00) 

Dep. Depreciation 

Rate at Flied Expense Accumulated 

Rate Dep. Removed Depreciation at 

Retirement Plant in Service: Account Subaccount Retirement Case Depreciation Rate From Filing 10/14 

Meters 1010 370E $ (43,190) 3.70% $ 1,598 3.7% $ (1,598.01) $ (17,143.44) 

Distribution Station Equipment 1010 362E $ 2.4% $ $ 

Distribution Poles 1010 364E $ (368,538) 4.10% $ 15,110 3.9% $ (14,372.96) $ 18,629.32 

OH Conductors 1010 365E $ (273,349) 4.10% $ 11,207 3.4% $ (9,293.86) s (64,687.86) 

Underground Conductors 1010 367E $ 3.2% $ s 
Overhead Transformers 1010 368H $ (234,350) 4.30% $ 10,077 4.0% $ (9,374.02) $ (103,466.64) 

Buried Transformers 1010 368B $ (4,189) 4.30% $ 180 4.0% $ (167.57) $ 882.88 

Overhead Services 1010 369H $ 3.6% $ $ (10,592.00) 

Underground Services 1010 369B $ (19,674) 4.00% $ 787 3.6% $ (708.26) $ 3,738.06 

Install on Cust. Premises-AG 1010 371A $ (470,834) 5.70% $ 26,838 4.5% $ (21,187.54) $ (92,400.92) 

Street Lighting 1010 373A $ (15,292) 5.00% $ 765 4.9% $ (749.31) $ (3,977.32) 

$ (1,429,416) $ 66,562 $ (57,451.53) $ (269,017.92) 



Florida Public Utilities Company 

Limited Proceeding Electric 

Estimated First Year Revenue Requirements 

Revenue Requirement Calculation 

3 Jurisdictional Adjusted Rate Base 

4 Rate of Return on Rate Base 

5 Required Jurisdictional Net Operating Income (Line 2 x 3) 

6 Required Net Operating Income (Line 4) 

7 Jurisdictional Adjusted Net Operating Income (Loss) 

8 Net Operating Income Deficiency (Excess) (Line 5-6) 

9 Net Operating Income Multiplier 

10 Revenue Requirement (Line 7 x 8) 

As filed 
Decrease 

Docket No. 
Exhibit 
Schedule 

Projected 2020 

$ 65,826,586 

6.2700% 

$ 4,127,327 

$ 4,127,327 

$ (4,701,539) 

$ 8,828,866 

1.3295 

$ 11,737,977 

$ 11,884,648 

$ (146,671) 

20190156-EI 
MDN-12 Page 1 of 6 

A-1 



Sch9dule B-1 

FLORIDA PUBLIC SERVICE COMMISSION 

COMPANY: Florida Public U~llties Company 

Line 
No. 

10 
11 
12 
13 ,. 
15 
,e 
17 
18 
19 
20 
21 
22 
23 
24 
25 
25 
77 

System Per Sooks (B-3) 
Jui sd.ictionaJ Facton. 
Ju1sdictiona1 Pet Books 

~ 
Reg:utalort Asset for Storm COS!$ 
R:eQ.Utatorv Asset Lost Customers 
Reg-JlatOl"y' Asset Exp. Not Re-covoree1 
Regulatory Asset for Unreeovett:d. ND 
Remove Retirement, in Base Rates 

2B T ctaj Ad,-.istments 
29 
30 A<ljusted Jurisdictional 

(1) (2) 
AecuITll.ltatea 
Provision 1or 

Pl.ant in Oepredalion 
Service aoo Amortlz.ation 

18,573,911 22-1,576 
100% 100% 

18,573,911 224.576 

(1,429.415) 269,016 

{1,429,416) 269.018 

17,14-t-.4j§_ 4~594 

A.DJUSTEO RATE BA.SE 
FOR INCREMENTAL ADDITIONS REQUESTED IN THE LIMITED PROCEEDING 

EXPLANATION: 

Pl 

Ne1Plan1 
ln service 

(1-2) 

18,798,"67 
100% 

1B.79B.4fl7_ 

(1.160,398) 

(1,160.396) 

!7,~_._®9 

Provide a :scheaule of Ille 13-montn a._.er.age .ad]USled rate Dase 
tor :he test year. the prior year and lhe most recent l'li'Storic.al 
year' Provide the details of aJI adjustments on Schedt.da B-2. 

(4) (5) (6) 

Plant Nudear Fuel • 
CWIP• Held For NoAFUDC 

NoAFUOC .Fw.reUu {Net) 

0 
100% 100% 100'1; 

(7) 

Net 
Ub~ty 
Pl3"' 

18,7S8,48i 
100,, 

18~~7 

(1,160,398) 

(1,160,398) 

1763!089 

Exhibit MON-12 Page 2 of 6 
Ooc:ket No.: 21190156-EI 

T,Pe of D.c;n:a Shown; 
Projected Test Year Ended December31, 2020 

(SJ 

W0<1o~ 
Caprt.t 

Allowance 

1~ 

39270.870 
.:.54.003 
885.6~5 

7.577,768, 

48,H38,.t96 

4~~6_..,4_~ 

('9) 

Other 
Rate Base 

Items 

1.®-"' 

(10) 

Total 
Rate Base 

18,798.•87 
10()'1; 

t~_M§_7 

39,270,870 
45'.003 
885,855 

1.sn.768 
(1,160,398) 

47,028,096 

-~.,§265$ 



Schedule B-2 

FLORIDA PUBLIC SERVICE COMMISSION 

COMPANY: Florida Public Utilities Company 
a 

Line 
No. Adjustment Title 

--
1 PlANT 
2 Commission Adjustment· 
3 NONE IN STORM PROJECTS ON MFR 8-1 
4 
5 Cgmpany Adjustment 
6 Remove Ptan1 Retirad in Sase Rates 
7 
8 ACC!,lMl,!bt,TED DEPRECIATION 
9 ComrriSSOn Adh.Jstment · 
10 NONE IN STORM PROJECTS ON MFR B-1 
11 
12 Company Adjustmenr 
13 Remo\'e Plant Retired 1n Base Rates 
14 
15 WORKING CAPITAL 
16 Commissiqn Adjustment· 
17 NONE IN STORM PROJECTS ON MFR B-1 
18 
19 Company Adjustment· 
20 Regulatory Asset for Storm Costs (MON-4) 
21 Regulatory Asset for Lost Customers (MDN-5) 

EXPLANATION: 

Reason for Adjustment or Omission 
(provide supporting Schedule) 

22 Regulatory Asset fct Exj:>en:-e.s Nol Recovered Ounng Restoration (MDN.J3J 

RATE BASE ADJUSTMENTS 
FOR INCREMENTALAOOITIONS REQUESTED IN THE LIMITED PROCEEDING 

lis1 and explain all proposed adjustments to the 13-month average 
rate base for the tes1 year.the prior year and the most recent 
his1oricat year. list the adjustments included in the las1 case 
that are not proposed in the current case and the reasons for 
exduding them. 

(1) (2) 

Adjustment 
Amount Jursdictional 

Factor 

s (1,429,416) 100% 

s 269,018 100% 

s 39.270,870 100% 
s 454,003 100% 
s 885,855 100% 

23 Regulatory Asset for Unrecoverad Aca,mul.ated Cepreciabon Cost of Removal Net cf Salvage (MDN-7) s 7 577.768 100% 
24 Total _!_ .46.188.496_ 100% 

Exhibit MDN-12 Page 3 of 6 
Docket No.: .20190156-El 

Type al Data Shown: 
Projected Test Year Ended December 31. 2020 

(3) 
Jurisdictional 
Amount of 
Adjustment 

(1) < (2) 

s ( 1.429,416) 

s 269,018 

s 39,270,870 
s 454.003 
i 885.855 
$ 7 577 i68 
s __ 48, 188,496 



ScheduleC-1 (2020) 

FLORIDA PUBLIC SERVICE COMMISSION 

COMPANY: FLORIDA PUBLIC UTILITIES 
0 

Line 
No. 

1 Operating Revenues: 
2 Sales of Electricity 
3 Other Operating Revenues 
4 Total Operating Revenues 
5 
6 Operating Expenses: 
7 Operation & Maintenance: 
8 Fuel 
9 Purchased Power 
10 Other 
11 Depreciation 
12 Amortization 
13 Decommissioning Expense 
14 Taxes Other Than Income Taxes 
15 Income Taxes 
16 Def erred Income Taxes-Net 
17 Investment Tax Credit-Net 
18 (Gain)/Loss on Disposal of Plant 
19 Total Operating Expenses 
20 
21 Net Operating Income 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

(1) 

Total Company 
Per Books 

(335.172) 

(335.172) 

687,570 
5,229,182 

371.no 
(1.922,104) 

4.366,367 

(4,701,539) 

ADJUSTED JURISDICTIONAL NET OPERATING INCOME 
FOR INCREMENTAL ADDITIONS REQUESTED IN THE LIMITED PROCEEDING 

EXPLANATION: Provide the calculation of jurisdicticoal net operating 
income for the test year, the prior year and the most 
recent historical year. 

(2) (3) (4) (5) 

Non- Total Jurisdictional 
Electric Electric Jurisdictional AmOtJ!lt 
Utility (1}-(2) Factor (3)x(4) 

(335,172) 100% (335,172) 
100% 

(335,172) 100% (335,172) 

100% 
100% 
100"/2 

687.570 100% 687,570 
5,229,182 100% 5,229.182 

100% 
371,720 1000/2 371,720 

(1,922,104) 1000/2 (1,922,104) 
1000/2 
1000/2 
100"/2 

4,366.367 1000/2 4,366,367 

(4,701,539) 100% !4, 701,539l 

Exhibit MDN-12 Page 4 of 6 
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Type of Data Shown: 
Projected Test Year Ended December31.2020 

(6) (7) 
Adjusted 

Jurisdictional Jurisdictional 
Adjustments Amounl 

(Schedule C-2) (5)+(6) 

(335,172) 

-
(335,172) 

687.570 
5,229,182 

371,720 
(1,922.104) 

4.366,367 

!4, 701.539l 



Schedule C-2 (2017) 

FLORIDA PUBLIC SERVICE COMMISSION 

COMPANY: FLORIDA PUBLIC UTILITIES 

Line 
No. 

1 Operating Revenues: 
2 Sales of Electricity 
3 Other Operating Revenues 
4 Total Operating Revenues 
s 
6 Operating Expenses: 
7 Operation & Maintenance: 
8 Fuel (nonrecoverable) 
9 Purchased Power 
10 Other 
11 Depreciation 
12 Amortization 
13 Decommissioning Expense 
14 Taxes Other Than Income Taxes 
15 Income Taxes 
16 Deferred Income Taxes-Net 
17 Investment Tax Credit-Net 
18 (Gain)/Loss on Disposal of Plant 
19 
20 Total Operating Expenses 
21 
22 Net Operating Income 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

Jurisdictional 
Amount 

Schedule C1 
Col.5 

(335,172) 

(335,172) 

696,680 

371,720 
(344,184) 

724,215 

(1,059,387) 

NET OPERATING INCOME ADJUSTMENTS 
FOR INCREMENTAL ADDtTIONS REQUESTED IN THE LIMITTO PROCEEDING 

EXPLANATION: 

(1) (2) 
Amortization Interest 
of Regulatory Synchronization 

Assets 

5.229, 182 

(1,282,300) (295,620) 

3,946,882 (295,620) 

(3,946,882) 295,620 

Provide a schedule of net operating income adjustments 
for the test year. the prior year and the most recent 
historical year. Provide the details of all adjustments on 
Schedule C-3. 

Adjustments 
(3) 

Remove 
Depreciation 

Dit. In Base Rate 

(9,110) 

(9,110) 

9,110 

Exhibit MDN-12 Page 5 of 6 
Docket No.: 20190156-EI 

Type of Data Shown: 
Projected Test Year Ended December 31, 2020 

Adjusted 
Total Jurisdictional 

Adjustments NOi 

(335,172) 

(335, 172~ 

(9,110) 687,570 
5,229.182 5,229.182 

371,720 
(1,577,920) (1,922,104) 

3,642,152 4,366,367 

(3,642,152) (4,701,539) 



Florida Public Utilities Company MDN-12 Page 6 of 6 
Regulatory Asset for.the Negative Component of the Accumulated Depreciation Reserve 
Limited Proceeding Electric Docket No.: 20190156-EI 

Total Regulatory 
Account Title Act. Act. Cost of Undepreciated Remove Cost of Asset 

# # Removal Salvage Retirement Removal in Base Rates Requested 
Cast otRemovol: 

FE18164697R Meters 1080 370E $ 148,142 $ 17,657 $ (4,319) $ 161,480 
FE18504697R Distribution Station Equipment 1080 362E s 83 $ $ 83 
FE18554697R Distribution Poles 1080 364E $ 5,202,220 $ 311,525 $ (165,842) $ 5,347,902 
FE18564697R OH Conductors 1080 36SE $ 1,796,949 $ (25,992) $ 159,390 $ (95,672) $ 1,834,675 
FE18584697R Underground Conductors 1080 367E $ 41,273 s $ 41,273 
FE18594697R Transformers 1080 368H s 6,710 $ (29,267) $ 81,494 $ (47,708) $ 11,230 
FE18604697R Buried Transformers 1080 3688 $ 318 $ 4,189 $ 4,507 
FE18614697R Overhead Services 1080 369H s 247,574 s (10,592) $ (6,886) $ 230,096 
FE18624697R Underground Services 1080 3698 $ 19,674 $ 19,674 
FE18634697R Install on Cust. Premises-AG 1080 371A $ 5,816 $ 265,786 $ 47,083 s 318,685 
FE18654697R Street lighting 1080 373A $ 1,144 s 7,377 $ (1,529) $ 6,992 

$ 7,450,230 $ (55,259) S 856,500 $ (274,873) $ 7,976,598 

Regulatory Accumulated Net Amortization 
13-Month Average Computation: Asset Amortization Regulatory Asset Expense at 10 Years 

Dec-19 $ 7,976,598 $ 7,976,598 
J.an-20 s 7,976,598 $ [66,472) S 7,910,127 s 66,472 
Fel:>-20 $ 7,976,598 $ (132,943) S 7,843,655 $ 66,472 
Ma·r-20 s 7,976,598 $ (199,415] 5 7,777,183 $ 66,472 
Apr-20 s 7,976,598 $ (265,887) S 7,710,712 $ 66,472 

May-20 $ 7,976,598 $ (332,358) $ 7,644,240 $ 66,472 
Jun-20 $ 7,976,598 $ (398,830) $ 7,577,768 $ 66,472 
Jul-20 s 7,976,598 5 (465,302) $ 7,511,297 s 66,472 

Aug-20 $ 7,976,598 $ (531,773) $ 7,444,825 $ 66,472 
Sep-20 $ 7,976,598 s (598,245) $ 7,378,353 s 66,472 
Oct-20 $ 7,976,598 s (664,717) $ 7,311,882 s 66,472 
Nov-20 $ 7,976,598 $ (731,188) $ 7,245,410 $ 66,472 
De<:-20 $ 7,976,598 $ (797,660) $ 7,178,938 s 66,472 

Tor.al $ 103,695,776 s (5,184,789) $ 98,510,988 s 797,660 
13-Month Average s _7,97_Ei,598 $ __ (39_8,830) $ 7,577,768 



FLORIDA PUBLJC UTILrTIES COMPANY 

ELECTilJC 

RATE OF RETIJRN REPORT :SUMMARY 

Sep<ember 30, 2019 

l. AVERAGE RATE OF RETURN 

IJURISOICTlONAL) 

NET OPERATING INCOME 

AVERAGE RA TI SASE 

AVERAGE RATE OF RETURN 

I I. YEAR-END RA TE OF RETURN 

(JURISDICTIONAL) 

NIT OPERAilNG INCOME 

YEAR-END RATE BASE 

YEAR--ENO RATE OF RITURN 

lll. REQUIRED AATIS OF RETURN 

AVERAGE CAPITAL STRUCTURE 

iFPSCADJUSTED aASISJ 

LO\V 

MIDPOINT 

HIGH 

s 

1 am aware that Section 837 .06. Florie!; Statutes,. p(Ovides.: 

(l) 

ACTUAL 

?ER BOOKS 

l~ 

$128,279.999 

l,39% 

Sl,778,Sl 7 

S147,65',43-8 

1.20% 

5.25% 

5.63% 

6.02% 

Whoever knowingty makes a false statement in writing with the 

Mike c.as.sel 

intent to mislead a public servant ln the performance of his official 
duty s.harl be guilty of a misdemeanor of th~ second degree punishable> 

as p,o•ided ins. 775.082, s. 775.083, or,. 775.084. 

AVP- Regulatory Affairs 

(21 
FPS.C 

ADJUSTMEN15 

S397,354 

($34,815.5261. 

S-39.765 

1$43,182,634) 

Signature 

(3) 

FPSC. 

ADJUSTED 

S2.175,1171 

593.464,373 

2.33% 

52.218,282 

S104,471,804 

2.12% 

IV. FINANC!Al INTEGRITY INO!CATDRS 

A ilE WITH AFUOC l.39 

B, TIE WITHOUT AFUOC 1.39 

C. AFUDC TO NET INCOME 0.00 

0. INTERNALLY GENERATED FUr-105 6.34 

E. LTD TO TOTAL INVESTOR FUNDS 28.ll 

F_ sro TO TOTAL INVESTOR FUNDS 2'-.22 

G. RETURN ON COMMON EQUlTY 1.61 

(4) 

PROFORMA 
AOJUSTMENTS 

so 

so 

so 

so 

Date 

SCHEDULE 1 

(5) 

Exhibit MDN-13 
Surveillance Reports 
Page 1 of 6 

PROFORMA 
ADJUSTED 

$2,175.871 

$93.464 ,373 

2.33% 

52,218,282 

S 104,471,804 

2.12% 



Exhibit MDN-13 
FLORIDA PUS.UC UTILITIES COMPANY SCHEDUl.£ 2 Surveillance Reports 
ElECTRJC PAGE 1 OF 2 Page 2 of6 
AVERAGE RATE Of RITURN 

#REFI 

RATE BASE 

(11 (2) (3] (4) (5) (6) 171 (~) 

ACCUMULATED NET PROPERT'f CONSTRUCTION NET 

PLANT IN DEPRECIATION & PLANT IN HELD FOR WCRKIN UTIL.m' WOR~NG TOTAl 

SER~1CE AMORTIZATION SERVICE FUTURE USE PROGRESS PlANT CAPITAL RATE BASE 

PER SOCKS Sl4-1. 101,938 ($62.981.138] SSl,120,800 $0 SB.675,361 S94, 796,161 $33,483,838 SUS,279,999 

Fl'SC ADJUSTMENTS: 

so so so 
1) ELIM. NON UTILITY PLANT so so so so so 
2) REGULATORY UAB · PENSION AMORT so so so so 
3) REGULATORY ASSET· LITIGATION COSTS so so so so 
4) REMOVE STORM COST ·INTEREST EARNING so so IS28,44S.l04) {$28,448,104) 

5) EUMINATI NET UNDERRECOVERY so (S6.310,434) (S6,310,434) 

6) DEFERRED RATE CASE EXPENSE so (S57,0881 (S57,0881 

TOT AL FPSC ADJUSTMENTS so so so so so so !S34,81S,626) ($34,815,6261 

FPSC AO.JUSTED 5144,101,9~ ($62,981,138) SSl,ll0.800 so $13,675,361 S94,796,161 (S1.331,788) $93,464,373 

FLEX RATI REVENUES so so so so so so SD so 

ADJUSTED FOR Fl.EX RA TE REVlh'U!S S1"4,101.S38 (S62,98l,138l SSl, 120.800 so $13,675,361 $94,796,161 ($1,331. 738) $93,464,373 

PROFORW<A ADJUSTMENTS 

TOTAL PRO FORMAADJUSTMENTS so so so so so so so so 

PRO FORMA ADJUSTED $144,!0l,938 ($62,981.138) $81,120.800 so $13,575.361 S94,796,l6l (Sl,33 l. 788) S9l,454,373 
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F1.0"10A PU&UC UTlUTJlS COM-PANY SOlft>tJL.E 2 

£U.Cnt1C F'~20F-Z 

AVERAGE RAT! 01 RCTUR!'il 

OREF1 

meow ST ~TEMENi 

(11 121 {3) I•I IS) (61 (71 !Bl 19) (10) 1111 

GAIN/LOSS TOTAL l<ET 

C?t.itATiNG 0 & MFUEl O&NI OEPREC. & TAXBOTHER INCOME TAJ(E:S O.LL 1.T.C. ON 0PEAATING 0.PHIAflNG 

~MNUES EXPENSE ffi'HER ""-'\IIORTIZA.no~ TH,.\NL,'\fCOME CU~ENT ~ ~r-.ET} Dtsro:SITION EX.PEN:SES INCOME 

PER WOKS s 32.060.)Da s 5S;31B,.SJ.3 s 13,-412.519 s <..Z7S,S73 s 6-,806.0Q! s 406,3l8 s S0,281,791 s 1,778,H7 

~P'S.CAOJUSTMENB: 

1) INCOME TUSYNCH ADJUSTMENT $ (259512} s (259.Slll I 259,Sl.2 

2] ELIMINATE FUELR£VUAiE.5-ANO EXPE.N~ES s ()4.991.9041 s !s-<,7S6,3S•I s (42,.S0:9f s l48,9l5) s (S4,S<7,815J s (144.0SSJ 

3) EUMINATt CONS.£RVATl0t. s (611.902) s !622,4S9J s 1<40] s 2.787 s (620,Ul) s -S,210 

A)N-ON~UTJUn' 0EP'RECIAT10N EXPENSE s s s 
S) EUMJNAT[ RMNU£ R£lAITDT.UES{FRA1'CHlSE I!. 

GROSS JtECUl"T5) s (5.':C0,479) $ (5..SOO,•H'5j s s (S.500,479) 

!OJ EllMINA Tt 5% 0,.: fC0!\0:WC D£VHOPMEI'\,. s ll."93) s 37! s ll.ll>I s l,!!.5 

71 OUT OJ PER100 ADJ s 633.674 s 207.697 I 107,96,C. s 315.661 I JIB.tl.C. 

31 l=t:EMOvt: STORM 1011 AOJUSTMtNT 5 rs.a2.l9-<t] s 13».M0I s (106.>6&] I n .. s.,J:;.71- s l~.983) I {.:s_.:.11.J 

s 
s 

TC7 l.J. FPSC AOtuSTMENTS s (61,()13.00Sl s (5~378.Slli s \376,<93} s lOJ,.13! s \5,5.43,4613) s (:!:12.716) s s s s (61,.C!.0.359} 5 .397,15,,1:, 

F'PS,C ADJUSTED s 11J),,:? ,303 s_ _j l.3.0"'~.026 s .t:..376,7(1'. s 1.251,600 s 19-b,l.CJ s s _5 ___ s lS,VlA43l l.175.STI 

PRO K)R "'"' A.OJUSTME.NTS 

-
TOi.J. PRO FORMAAOJUSTMENTS s s s s s I s 

PRO FORMA AOJUSTE.O Sll,047,303 _____ _IC)__ S13,036,026 _$.4,376,70:. Sl.262,600 S1'6.l02 so so so SlS.171,432 S2.175.B71 



Ft.OJUDA PuSIJCUTIUTIES COMPANY 

E\.ECTI\IC 
YEAR END RATE OF RETURN 

•Rff! 

RAT!: !ASE 

r"ER BOOKS 

,~c ,oiusrMENTS, 

1) EUM~ NON' UTI l.fN Pt.ANT 

2) OUT OF l'E'JOO UTIGATIO.~ ADJ 

3J EtIMJNATION Of UNOER·-RECOVEPl'Y 

4l DEFURED ~IT «sE EXPENSE 
S) REMO\fESTORNCOST~INT£REST £.ARNING 

TOT.A.I. f'?SC .e.oJUSTMEN'T'5. 

FP'SCADJJJSTED 

COMP.AAT!:AOJ REVENUES 

ADJUSTED FOFt COMP RATE ADJ REVE.NU{ 

PR.QFOflMA ~OJl..Sn..,!NT'i 

TOTAL PROFORMA ADJ USTME.NTS 

?RO fORMA ADJUSTED 

(11 

P\.A1'1T IN 
SERVICE 

Sl.SJ..537.200 

so 

SD 

$1S4537.200 

~ 

?~~}~.00 

~ 

$154_.5_37.200 

(ZJ [3) (41 

40:UMutA,£0 NETP'ACJ>'SlTY 

otPRfOATlON & Pt.ANTIN Hru)KJR 

A"'°"1!2'Tlm< SIR'ilCE ruruRr-use: 

1$61.220,5811 S9;3,,316,519 

so so 

so so 

jS61.220.S81 I 593.316.619 

so 10 

_l5_6J_~??0.581} $9"3,316.619 

so so 

1561.220_.5_81)_ $93,316.619 

(SI 16) 

CONSTRUCTION NIT 

WO~!lN UTIUTY 
~OC,11ESS Pu.HT 

so S!..209.972 S98.S26.sl!2 

so 
so 
so 
so 
so 

~ so so 

~ 55,209,972 S98,Sl6.592 

~ so so 

so SS.209.!?72 _ ~~S2u.592 

so ~ so 

so SS.209,972 S9S!.Sl6.592 

171 

WORJ(ING 

~JTAi 

$<9,ll7.S<7 

SlJ 
154,l37.SB7) 

!SS.151] 

(S39,G6.n5) 

LS<l.1S2,G3') 

55,9'5d.!!._ 

___ so_ 

ss.~s.213 

___ so_ 

~.94_5,2]3 

.SCltEDIJlf 3 

PAGE 1 OF l 

(B) 

TOT"'-

RATE BA.Sf 

~&54.43& 

50 

so 
[$.4,137,6871 

[$8,151] 
($3',036,7!>6) 

($.&.3,!S2.b"3,11) 

5104.471,804 

so 

S.104,-471,SOC 

so 
so 
$0 

Sl04.471,504 
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FLORIDA PUSUC UTILmES CCMPA.N'f Page 5 of 6sa<eouu 3 
ELECTRIC 

PAG£2 OF2 
YEAR END RATE OF R.ETIJRN 

.IJREF! 

l~COME STATEMENT 

fl} (2) 13] i<I (SJ (6) 17) (81 (9) 110) (II) 

GAJN/LOSS TOTAL NET 
OPERATlNG O&MFUEt O&M D£PREC. & TAXES OTHER INC0"1E TAXES D.LT. LT.(. ON OPERATING OPERATING 
;tEV£NlJES EXPINSE OTHE:R MnORTtZATf().N THAN INCOME CURR£NT ~ INED DISPOSlTION EXPENSES JN(X)ME 

PER SOOlCS 5 S2.060_.3.CS s .S.S.378.,813 5 l3,4U.5.19 s .d..275.573 s s.=.06S s .tOS,818 s 80.28l.79l s I,778,.$17 

f PSC ADJUSTMENTS: 

1) JNC.OM( TAXS'fNCH ADJUSTMENT s {301..923) s (301,923) s 301,923 
2) ELIMINATE fUEl REVENUES AND EXPENSES 5 {5~.991,90!) 5 (S<,756,3"') s j.(.2.S-:9) s 1<8.916] s (54,847,819) s flA4,085I 
3) ELIMfNATE CONSERVATION s {611,902) 5 !622A59) s I..O) s 2.767 $ (620.110) s S.110 
4)NON-UTILJTY DEPREOATIOrt EXPEkSE 
SJ EUMl"LATE itEVfl'ljlJf. /\ELATED TAXES (FRANOHS.E & 

GROSS RECEIPTS) s (5,500,479) s {S.500,<79) $ s {5,500,479) 
6) ELIMIN.A1E 5% OF ECONOMIC DEVE.LOPMENT s {1,493) s 378 s [l,lB] s 1,115 
7) OUT OF PERIOD AOJ s 633,074 s 5 207,697 s 107,964 s 315~661 s 318,014 
SJ RE.MOVE STORM 2017 AOJ!JSTl\,4£NT s ($42.39•) s (375,000) s (106.566) s llS.<17) s (-496,983) s (45,.Cll) 

s s s 
s s s 

TOTAL FPSC •D1USTM(~'TS s ~ s (SS.3711.&13) s 1376 . .493) s 101.131 5 (S,543.•oS) s (25;.!26) s s s s {61,452, no) 5 439,7&5 

F-PSC AOJUSTID s 21J)A?303 s $ 13.036,026 5 .t..176.704 s 1.262.600 s 153,692 s s s s 18,829,022 U18.282 

PRO fORMA ADJU-STMENTS 

TOTA.l PRO fORMA ADJU'STMENTS ---
PRO FOR MA AOJUS,TEO SU~?.3il3 so Sl.3,036~:t~- $4,376,704 Sl.262,600_ --~~3.692 so -~°- ----~ 518.829.022 SUlB.282 



FlORlllA. P08UC un..mES COMP.Am 

£L£CTR:~C 
CAPCTJ.J. sntUCTIJR{ 

Sepc:em~ 30. 2019 
~~ ACJ\JSTlD BA51S 

AVERAGE 

COMMONEOUrTV 

tONG TERM DEBT ·CU 

~t-efl.'t TUu'.11 D£8T 

lONG TtRM ot'BT- F"C 

.SHORl 1£RM DEBT· RE.Fl~NC[D L TO 

CUSTOMEA DEPOSITS 

DEF-HftfD L\KOME TAXES 

TAX CJlforTi · W9GHT(D C0.5.T 

TOTAL AVE:F.AGE 

YU.!:,END 

COMMON £:QUITT 

lOl'tG TERM OEST • CU 

S.HORTTERM DEBT 

LONG 1'ERM OE8T - ,=c 

SHORT TUM OUT· 'REFINA.'X:ED LTD 

CUSTOMU 0-EPCSITS 

OEFFEPI.DHfC{)ME TAXES 

TAX CREOm • WfJGHTEO COST 

TOlAl Yi:AR-END 

ADJUSNfNTS 

PER BOOKS NON.-unur, 

SSl.382,<57 

Sl8.S07.607 

SM/417.735 

Sl.9B2.2B2 

so 

.Sl,.J61.l7S 

515,128.143 

$0 

$128.279,999 so 

AOJUSTME\'TS 

PERBOO<S ~ON-VTil.ITY 

$60.211,056 

:S,U ,891,064 

S24.S98,671 

S2.160,153 

so 

S3.327,141 

Sl" • .:o6,35"-

50 

Sl"''·'-~ . .:3S. so 

ADJUSTED 

SOOl<S PRO-RAT A SKOFIC BAUN([ 

S.51,.3&2,.!SJ {S16.S9S.•~J S3.S.786.S2i 

S?.S..907.607 {9.B8.S7l.) S:S.7.cg,034 

$.26,6:l 7,735 0, .... 13.~l) 518.l&l,644 

~l.9$US2 1628-0311 s1.Js,,..1s1 

so so so 

S3,26l.l7S S.3,261,175 

s1s,12:s.1.:.3 SlS,128.743 

so so 

S!lS.17'9,.999 {534.SlS.6261 so S93.<64.373 

AONSTI.O 

8001<5 ~f!O--RATA SP{QilC BAJ.A.NC{ 

560.2l l.D56 120,02 l .9701 so S-te~1s:i.oss 

542.89l.C6-L l.1"'.262.5S7) S28.628.S07 

s1.:..s9s.s11 (.S.179,791) Sl-6,.C.lS.ISO 

S2,1G0..!53 t7U,.31SJ s: . .ut.u., 

so so 

SJ.327,l.t!l S3.3.27.:.(1 

.$14.~6-635-1 s.1i:.~6.J5,4 

so so 

Sl"-7,65-4,08 (S,3.]82.63-11 so Sl04,4.7l.BOC 

LOWPOWT - -

COST W~lGHTEC 

RATIO RATE co,, 
(%) (%1 (%) 

J&.29% 9.25" ...... 
ZU.3" .3.f.S'S O.JJ~ 

19.4-6% 3 . ..l::.% ··"'" 
L.C.$'k, 1.L39'i- 0.1,-s. 

ll.OOS 0.00% 0.00'l< 

3.49% 2.30% 0.08')1i 

l6.19% 0.00",)I:, QO<m 

0,00,. 5.1:7% Q°"" 

l00.00" ~.25% 

.l.OWPQJNT 

COST 'f/£\GHITO 
RAno AATE COST 

[%1 {%) l"l 

3S.:7S 9.25 .. 3.S6" 

:i7AO% 2.95"' 0,81% 

15.12% 4.15" 0.65-% 

l.38% 1132'< 0,1'""' 

Cl.Oil% O.CC,,. 0.00'4 

3.19% '?..Jl.9' 0.07% 

13..AS,"' o_oo,. 0-""'< 

0.00% 5.J.s,. 0.00,. 

100.oo,; 5.25% 

MIO!'OINT 

COST WE.IGHTED 

RATE COST 

i%l [l<) 

10.lS% 3.'9]'1(. 

3.55-% 0...8.l" 

:3..-'l~ 0 ..... 

ll.3?11 0.15'14 

0.00% O.OOOI 

2.39% 0.0P. 

0,00'4 0.00% 

s . .s.s,i, 0.00% 

.5.6,j% 

MIOPO!NT 

COST WtJGHTE.C 
RATE COST 

l'-1 [%1 

;o.zs;; 3.94% 

2.95% 0..81% 

4.15" 0.6~ 

l:..3~ O.Hi'!'. 

tum. ll.00'1 

1.3-'~ 0,07% 

0.00% 0,00% 

5.56% 0J)O,. 

5.63% 

50lEOUL!.;, 
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HJGH POINT 

COST WEIGMTED 

RATE COST 
[%) (%) 

U.lS,% Ul.% 
]. __ 

0.81% 

3 . ..&l'K: o.a,r. 

11.39'!{ O.!EiS 

0.00% o.ooi. 

2.39" "·""" 
o.oos 0.00% 

s.s,,. QOO'<, 

6.02% 

HIGH F01NT 

COST WEJGtlTEO 
.. TE COST 

1%) I"} 

ll.25 .. .C.33% 

1.95% 0.Sl" 

.;.1S% 0.65% 

ll..32% 0.16" 

0.00!< 0,00% 

LJ,-'1. Cl.on< 

0.00,. o_oo,i, 

5_95,,; ll.00" 

6.!12'1 



1 Before the Florida Public Service Commission 

2 Docket No. 20190156-EI: Petition for Limited Proceeding to Recover 

3 Incremental Storm Restoration Costs, Capital Costs, Revenue Reduction 

4 for Permanently Lost Customers, and Regulatory Assets related to 

5 Hurricane Michael for Florida Public Utilities Company 

6 

7 Prepared Rebuttal Testimony of Patricia Lee 

8 Filed: July 27, 2020 

9 

10 I. 

11 Q. 

12 A. 

13 

14 

15 Q. 

16 A. 

17 

POSITION, QUALIFICATIONS, AND PURPOSE 

Please state your name and business address. 

My name is Patricia Lee. My address is 116 SE Villas Court, Unit C, 

Tallahassee, Florida 32303. 

Have you previously filed testimony in this proceeding? 

I have filed Direct and Rebuttal Testimony in this proceeding as it pertains 

to Florida Public Utilities Company's ("FPUC") Depreciation Study being 

18 addressed in the consolidated Docket No. 20190174-EI. I have not 

19 previously filed testimony in Dockets Nos. 20190155-EI and 201900156-EI 

20 pertaining to FPUC's requests to establish regulatory assets or its petition 

21 for a limited proceeding to recover storm costs, respectively. 

22 

23 Q. 

24 A. 

25 

What is the purpose of your rebuttal testimony? 

The purpose of my testimony is to respond to certain assertions of the 

Office of Public Counsel's ("OPC") Witness Helmuth Schultz Ill. 



DOCKET NO. 20190156-EI (Docket No. 20190155-EI and 20190174-EI) 

1 Specifically, I will discuss Witness Schultz's assertions regarding the 

2 Company's proposed regulatory asset related to the negative component 

3 of the accumulated depreciation reserve caused by assets retired 

4 prematurely and the associated removal costs in the wake of Hurricane 

5 Michael. 

6 

Are you sponsoring any rebuttal exhibits? 7 Q. 

8 A. Yes. I am sponsoring Exhibit PSL-6 that shows an adjustment necessary 

9 so that only incremental net salvage costs associated with the Hurricane 

10 Michael retirements are included in the Regulatory Asset for Accumulated 

11 Depreciation. 

12 

13 II. SPECIFIC AREAS OF DISPUTE 

14 Q. Witness Schultz argues that FPUC's request for a regulatory asset 

15 on retired plant would result in "double recovery." Is he correct?1 

16 A. 

17 

He is partially correct. We have determined that the accumulated 

depreciation regulatory asset should also be reduced by the depreciation 

18 expenses associated with the net salvage component of the currently 

19 approved depreciation rates. This would be the "normal" net salvage in 

20 the absence of a storm. We have identified $274,873 in "normal" net 

21 salvage that is currently being recovered through base rates. By making 

22 this adjustment, the net salvage costs included in the regulatory asset are 

23 only incremental. 

24 

1 Direct Testimony of Helmuth Schultz III at pg. 14-16. 

Witness: Patricia Lee Page 12 



DOCKET NO. 20190156-EI (Docket No. 20190155-EI and 20190174-EI) 

1 As shown on FPUC's response to Staff's Fourth Set of Interrogatories, 

2 Attachment 30a, FPUC adjusted accumulated depreciation for each 

3 account affected by the Hurricane Michael net unrecovered retired 

4 investments and net salvage costs (costs of removal less gross salvage) 

5 to reflect the transfer to the requested regulatory asset. 

6 

7 Q. How was the "normal" net salvage adjustment determined? 

8 A. The calculation for the adjustment to the Regulatory Asset for 

9 Accumulated Depreciation of $274,873 is shown on my Exhibit PSL-6. 

10 This amount was determined by multiplying the negative net salvage 

11 component of the current Commission approved depreciation rates by the 

12 retiring investment for each affected account. With this adjustment, only 

13 the incremental net salvage costs are included in the Regulatory Asset. 

14 By making this adjustment, there is no double recovery and only the 

15 incremental costs are included in the regulatory asset. 

16 

17 Q. Do you agree with Witness Schultz's removal of the $8,251,471 

18 Regulatory Asset related to Accumulated Depreciation because of 

19 the issue of double recovery? 

20 A. Only to the extent of the $274,873, which has been corrected in Exhibit 

21 MDN-12, page 6, of Witness Napier's testimony. 

22 

23 Q. 

24 

Can you explain why FPUC is not recovering its costs if 

establishment of a regulatory asset for this is not approved? 

Witness: Patricia Lee Page I 3 
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DOCKET NO. 20190156-EI (Docket No. 20190155-EI and 20190174-EI) 

A. There are two components to the request, so I will address each 

separately. 

The first relates to the cost of removal. In accordance with FERC, these 

costs were charged to Accumulated Depreciation. This debit to 

Accumulated Depreciation results in an increase to rate base. A return on 

this increase to rate base would be earned the next time base rates are 

set. However, because of the extensive damage, these costs were large 

and created a significant imbalance in accumulated depreciation. If the 

imbalance is not addressed, it will remain in rate base and continue to 

earn a return. However, FERC accounting instructions provide special 

treatment for extraordinary property losses such as these by allowing for 

the establishment of a regulatory asset for the costs associated with the 

loss. In following this procedure, rate base will gradually decrease as the 

regulatory asset is amortized and recovered through the revenue 

requirement associated with the regulatory asset requested in this filing. 

Because of the financial impact of the costs of the storm, FPUC is 

requesting recovery of these costs now instead of at its next rate case. 

The second part of the regulatory asset relates to unrecovered 

depreciation on the assets retired. FERC accounting instructions require 

a credit to plant and a debit to accumulated depreciation for the book cost 

of the assets retired. Under group depreciation, when assets retire, the 

book cost of those assets are debited to accumulated depreciation and 

credited to plant. In other words, the assets are assumed to be fully 

depreciated whether or not they have lived, i.e. actually been in service, 
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Q. 

the average life of the group. The theory is that there are assets within 

the group or account that will have shorter "lives" than, as well as assets 

that will have longer "lives" , the average life of the group. Nonetheless, on 

average, the group will experience the average life. In contrast, when the 

retirement is caused by an extraordinary event, the undepreciated amount 

associated with the retirement entry also creates a negative component in 

the reserve. This unrecovered cost represents plant no longer providing 

service and equates to positive rate base upon which the company will 

earn a return. Since FPUC will no longer recover these costs through 

depreciation, it will not recover these costs conceivably until the affected 

accounts cease to exist unless some corrective treatment is made. 

Accordingly, the same treatment as the cost of removal should be made. 

Imbalances in accumulated depreciation are usually addressed and 

amortized in depreciation studies. In these cases, amortization expenses 
-

are incurred without commensurate increased in revenues until the next 

rate case. However, the extraordinary storm loss in this instance and 

significant net unrecovered costs of over $8 million, the financial impact is 

such that FPUC is requesting revenue recovery of these costs now rather 

than waiting until its next rate case. 

Why should these costs be approved as a Regulatory Asset in the 

Limited Proceeding rather than addressed in FPUC's current 

depreciation study?2 

2 Id. at pg. 16. 
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1 A. Approval of the Regulatory Asset in the Limited Proceeding will provide 

2 the revenues for the additional expenses associated with the Regulatory 

3 Asset amortization. Certainly, whether this course or through the . 

4 depreciation study, these costs should be recovered. If recovered through 

5 a depreciation study, the costs would typically be amortized as fast as 

6 economically practicable as these costs do not represent plant serving the 

7 public. The difference is that the amortization in a depreciation study will 

8 only provide the depreciation expenses. There will be no recovery on the 

9 debit balance in accumulated depreciation or the additional depreciation 

10 expense unless there are commensurate revenues awarded either in a 

11 subsequent rate case or otherwise addressed in this proceeding. 

12 

13 Q. Witness Schultz recommends that the cost of removal/unrecovered 

14 retired plant regulatory asset should be excluded from this 

15 proceeding, resulting in a reduction to rate base and a reduction to 

16 depreciation expense and amortization expense. Do you agree with 

17 Witness Schultz's conclusion?3 

18 
19 A. No, I do not. The net unrecovered costs resulting from the premature 

20 retirement of assets due to Hurricane Michael relate to plant no longer 

21 providing service. This unrecovered or negative component in the reserve 

22 equates to positive rate base upon which the company will earn a return 

23 until corrected. If these unrecovered costs remain in the individual 

24 accounts, the negative reserve components will remain until the accounts 

3 Id. at pg. 19. 

Witness: Patricia Lee Page 16 



DOCKET NO. 20190156-EI (Docket No. 20190155-EI and 20190174-EI) 

1 themselves expire, which could conceivably not be until the company itself 

2 no longer exists. Future rate payers should not have to continue paying 

3 for plant for which they are not receiving service. Therefore, it is 

4 necessary to remove this amount from accumulated depreciation and 

5 move it to a regulatory asset and amortize it so that it will be removed 

6 completely from rate base when the amortization is completed. In this 

7 manner, rate base is corrected as fast as economically practicable. 

8 

9 Q. 

10 

As it relates to the change to depreciation expense, does Witness 

Schultz make any recommendations as to how that should be 

11 addressed in the context of FPUC's Depreciation Study, which is 

12 

13 A. 

14 

15 Q. 

16 

17 A. 

18 

19 Q. 

20 

21 A. 

also before the Commission in this proceeding? 

No, he does not. 

If the Commission accepts Witness Schultz's recommendation, will it 

necessitate changes to FPUC's Depreciation Study? 

Yes, it will. 

Do you have any recommendations as to how that might best be 

handled? 

If the Commission accepts Witness Schultz's recommendation (which 

22 urge it not to do), the reserve position for the affected accounts will need 

23 to be restated in the depreciation study to reflect the inclusion of the 

24 unrecovered net costs previously transferred to the regulatory asset. In 

25 this case, the remaining life depreciation rates would also need to be 
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1 recalculated reflecting the restated reserve positions. While the reserve 

2 deficiencies caused by the extraordinary removal costs would be 

3 recovered in the future over the remaining life of each affected account, as 

4 long as these accounts remain viable, the remaining lives will continue to 

5 change. Alternatively, the net unrecovered costs could be amortized over 

6 a similar time period as was originally recommended for the regulatory 

7 asset, 10 years. Regardless, without commensurate revenues awarded in 

8 a rate case or in this proceeding, there will be no recovery of the additional 

9 depreciation expenses. 

10 

11 Ill. CONCLUSION 

Do you have any concluding remarks? 12 Q. 

13 A. Yes, the Commission should approve FPUC's requested regulatory asset 

14 for the net unrecovered costs associated with Hurricane Michael 

15 (premature retirements plus net salvage costs) adjusted by the "normal" 

16 salvage expense in accumulated depreciation. 

17 

18 Q. 

19 A. 

20 

Does this conclude your testimony? 

Yes, it does. 
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Incremental Net Salvage 

2018 2019 
Retirements Retirements 

364 341,423 27,115 
365 266,277 7,071 
368 234,326 4,214 
369 19,674 
370 19,403 23,786 
371 470,834 
373 15,292 

Total 881,103 548,312 

Normal net salvage - Hurricane Michael net salvage= 
274,873 - 7,394,970 = $7,120,097 

Exhibit __ PSL-6 
Calculation of Adjustment of Depreciation Asset 

Approved Normal Page 1 of 1 
Total Net Net 

Retirements Salvage Salvage 
368,538 {45) {165,842) 
273,348 {35) {95,672) 
238,540 {20) {47,708) 
19,674 (35) {6,886) 
43,189 (10) {4,319) 

470,834 10 47,083 
15,292 {10) {1,529) 

1,429,415 {274,873) 
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