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1 PROCEEDI NGS

2 (Transcript follows in sequence from Vol une

3 4.)

4 CHAI RVAN FAY: Al right. M. Rehw nkel, when

5 you are ready, you are recogni zed.

6 MR. REHW NKEL: Thank you, M. Chairnman.

7 The Public Counsel would ask that we be

8 all owed to make an ore tenus notion for

9 reconsi deration of the order striking testinony of
10 M. Kollen in certain places, Order No. 2022-0292.
11 CHAI RMAN FAY: (kay. Any objections? And

12 with that, you are recogni zed.

13 MR, REHW NKEL: Thank you, M. Chairman.

14 Before | get into oral argunent, the Public

15 Counsel wants to make it clear that this is not a
16 personal attack on the prehearing officer. W

17 recogni ze that he had a difficult task in front of
18 him As a practitioner for 37 years at this

19 agency, | appreciate that he nade a firm deci sion.
20 He didn't defer ruling, or take it under

21 advi senent. He ruled, and the Public Counsel

22 respects that.

23 Nevert hel ess, we have a difference of opinion
24 on the law and are obligated on behalf of the eight
25 plus mllion custoners that we represent to nake
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1 this objection. But that difference does not

2 di m ni sh the respect we have for how he conducted

3 the prehearing process, and the courtesy he

4 extended to us in allowng us to be heard with

5 extra tinme, and listening to our argunent. So we

6 appreci ate that.

7 Conmi ssioners, we think the cleanest and nost

8 efficient way to resolve this case quickly would be

9 to set aside the decision in Oder 2022-0292, which
10 | will call the order. |If done, it will avoid a

11 nmessy record of proffers and streamine the

12 proceedi ng, we believe.

13 We recogni ze that the bar established by the
14 Commi ssion in this practice of review ng orders of
15 the prehearing officer is a high one. The novant
16 iIs required to bring to your attention sone

17 material or relevant point in fact or |law that the
18 prehearing officer overlooked or failed to consider
19 when taking the action in the nonfinal order.

20 Setting aside for the nonent the fact that the
21 Publi ¢ Counsel is concerned and the Conm ssion may
22 | ack expressed authority to dispose of notions

23 pursuant to Rule 25-22.0376 under this standard in
24 cases where the prehearing officer makes a ruling
25 substantively disposing of all or part of a party's
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1 case in chief, the OPC asserts that the order
2 contains m stakes of |aw and fact, and we w ||
3 argue it on that point.
4 The application under that standard, the
5 application of the m stake of |aw or fact standard
6 when the full conmm ssion has not heard the notions
7 and responses pl aces substantive disposition of a
8 case in the hands of the prehearing officer who is
9 traditionally designated to di spose of prelimnary
10 and adm nistrative matters about the conduct of the
11 hearing. W noted an objection on this point in
12 the prehearing conference, and we renew that
13 obj ection here today for the record.
14 | must al so point out that the order contains
15 two material mscharacterizations of OPC s
16 argunent. First, on page three of the order, it
17 incorrectly states that the OPC s response in
18 opposition argues that the plans and prograns
19 proposed by FPL were not new. Instead, OPC
20 actually argued, starting on page one of its
21 response, that it is the well-established
22 principl es of reasonabl eness and prudence that are
23 not new, such that FPL's m spl aced argunent about
24 all eged attenpts to nake new rules or inject new
25 standards into the regulatory process should be
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1 rej ect ed.
2 | would also refer you to the OPC response on
3 page two, where we asserted that quantitative
4 conpari sons of costs and benefits is nothing newin
5 Conmmi ssi on precedent -- is not new in Conmmi ssion
6 precedent .
7 On page one of its response, the Public
8 Counsel stated that the new aspect of this
9 litigation is the fact that it is the first tine
10 that this SPP statute is truly before the
11 Comm ssion. An accurate readi ng of OPC s response
12 shows it never discussed the projects in dispute,
13 but, instead, OPC only addressed the decades-old
14 standards discussing the utility regulation, the
15 text of the SPP statute and rule, and the
16 Conm ssion's precedent regarding the application of
17 regul atory standards, and the rel evance principle
18 as generally applied to witness testinony.
19 The second error in the order in ternms of
20 description of the OPC s position is on page four,
21 where the order says that the Public Counsel -- the
22 OPC asserted that, because of OPC s vital role in
23 the process striking any portion of the OPC
24 expert's testinony violates due process.
25 We did not, in our response, describe our role
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1 in the process as vital or otherwi se. The OPC
2 nerely said that striking the subject testinony
3 woul d be prejudicial to our case and the people's
4 right to be heard on a substantial issue in their
5 l'ives.
6 In the analysis portion of the order we submt
7 that there are three m stakes of fact. First, the
8 testinony that -- the statenment that the testinony
9 i's, quote, inproper |egal opinion and argunent.
10 W assert to you that M. Kollen did not
11 provi de | egal opinions, but rather, he discussed
12 accounting requirenents as applied to the facts of
13 this litigation. M. Kollen discussed his |ay
14 under standi ng of the SPP statute and rule in the
15 context of accounting duties, requirenents and --
16 and requirenents. No new standards or rules were
17 asserted. He discussed application of the rule the
18 same way FPL's witness al so discussed his
19 under standi ng of the statute and rule on direct,
20 that was also replete with references to the
21 requi rements of the SPP rule.
22 Second, the notion in the order that the
23 testinony is irrelevant as being nore appropriate
24 to the SBC. W assert that this is a m stake of
25 fact and that M. Kollen's testinony was stricken
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1 because he indicated that SPP costs nust not
2 di spl ace base rate costs. It also struck testinony
3 regardi ng the nethodol ogies for cal culating the
4 revenue requirenment and rates.
5 The SPP rate inpacts required by the SPP rule
6 Is another issue. The -- sone conpani es conpare
7 SPP rates to the overall bill. For such a
8 conparison to be valid, there can be no double
9 recovery.
10 For exanple, in the SPP filed by DEF, on page
11 56, this conparison of the SPP revenue requirenent
12 Is shown along with the overall revenue
13 requi rements, and we believe that that is a
14 rel evant inquiry that you should field testinony
15 on.
16 The SPP rule Section (3)(h) requires the SPPs
17 to contain an estimate of rate inpacts. And this
18 cannot be done w thout referencing revenue
19 requi rements. And FPL's SPP Section 6, page 56,
20 contains testinony and data regarding
21 jurisdictional revenue requirenments. So it is
22 appropriate for M. Kollen to discuss -- to address
23 those. And, in our view-- well, M. --
24 Anot her error that we assert is that the
25 striking of M. Kollen's references to
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1 reasonabl eness and prudence. Conmm ssioners, there

2 is one statute, and the fact that the Conm ssion

3 chose to pronul gate two rul es was not nandatory.

4 In fact, subsection (1) of the -- (11) of the

5 statute says that the Conm ssion shall propose a

6 rul e.

7 Merely using the termreasonabl e does not

8 restrict or transformtestinony into solely cost

9 recovery litigation. The conpany deci si on-maki ng
10 in the devel opnment of the plan and the depl oynent
11 of capital nust be reasonable as in the actions of
12 a prudent or reasonable utility operator in all

13 ot her aspects of running a utility.

14 The public interest standard does not obviate
15 or elimnate prudence determ nations, but, instead,
16 i ncl udes these, and other elenents, as necessary
17 conponents of a prudence determ nation. The

18 Fl ori da Suprene Court has endorsed this in Sierra
19 Cl ub versus Brown, 243 So.2d, 90 -- So.3d., 903,

20 2018, as we cited in our opening.

21 Prudence cannot be brushed aside from-- in
22 the SPP determ nation by bundling everything up in
23 the public interest standard such that no one can
24 put on testinony or conduct cross about prudence
25 just because there is a public interest standard to
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1 be determined. The public interest standard does

2 not allow the Comm ssion to avoid its obligation to

3 determ ne prudence just by determ ning public

4 interest. At a high level, it does not nean that

5 you automatically, or by default, determ ne

6 prudence or any other elenent of rate-neking. That

7 is a condition precedent to nmaking a public

8 I nterest finding.

9 The Public Counsel would note that the SPP and
10 the SPP/ CRC are not conducted sequentially, but in
11 parallel. The SPP rul e denonstrates this by
12 recognizing in 25 -- in Rule 25-6.031(2) that
13 nodi fication -- where nodifications occur during
14 t he pendency of the clause portion of the process,
15 t hose nust be addressed with an anmended petition.
16 So there is a recognition in your rules that there
17 I's overl ap.

18 The truncation of the Public Counsel's case

19 anounts to a formof adm nistrative hearing prior

20 restraint, in that the custoners are being barred

21 fromputting on evidence. The Comm ssion treads on

22 shaky ground, we believe, by prematurely adopting

23 one party's self-serving interpretation of a rule

24 that is essentially being litigated for the first

25 tinme.
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1 As you have heard already in this hearing,
2 experts in their field, like M. Jarro and M.
3 LI oyd on behalf of FPL and TECO respectively, are
4 not | awers, but they have practical expertise and
5 experience that allows, or even requires, themto
6 make interpretations and judgnents about how to
7 I npl ement the rules and the statute in this case,
8 specifically Rule 25-6.030 and Section 366.96. M.
9 Kollen's testinony is no different.
10 No one has a nonopoly on ideas here. And FPL
11 and the other utilities have shown that they have
12 differing i deas about how to approach the
13 preparation and justification of their respective
14 SPP plans. The Public Counsel has put forth expert
15 evi dence and an interpretational franmework that
16 provi des context within the broad statutory
17 framewor k that defines the Conmm ssion's rate-naking
18 authority in Chapter 366.
19 The concepts of prudence, cost-effectiveness
20 and val uati on of benefits and the public interest
21 are far fromclearcut in their definition context
22 and usage in the statute and rule.
23 Thi s agency has a long history of taking
24 expert opinion about the practical way to interpret
25 t hese kinds of words. The determ nations you nmake
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1 are not fromonly |awers, but fromtaking facts on
2 the ground in the formof testinony and hearing
3 argunent in briefs and nmaking decisions in the
4 public interest.
5 In fact, the Florida Supreme Court has at
6 | east two cases pending right now where they are
7 westling with howto define the public interest.
8 This issue, and what goes into it, is not settled
9 law in this state, and you should invite a robust
10 di scussion and record on that very point. This
11 will provide a better record and wi t hstand
12 appel l ate challenges. G ven the uncertainty in the
13 Suprene Court on this issue, the Conm ssion risks
14 reversal if you do not allow evidence on al
15 factors that make up the public interest.
16 Conmmi ssi oners, we ask you to decide this issue
17 de novo because of the unique circunstances of this
18 case, and the striking of the testinmny. W
19 believe that only the full conmm ssion should be
20 allowed to nake the penultimte decision on
21 striking a party's substantive testinony. |In the
22 hearing, the Chairman is the presiding officer
23 initially, but the full conm ssion can participate
24 I n that process by vote.
25 To the extent that the order relies on the
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1 Pal m Beach case cited on page four, that is a

2 deci si on based on the evidence code, which the

3 Suprene Court has expressly ruled does not apply in

4 PSC proceedi ngs; and there was no notice given to

5 parties before this hearing that the Conmm ssion

6 i ntended to, nevertheless, rely on the evidence

7 code.

8 Wtness Kollen has only taken the provisions

9 of the standards in the SPP rule and breathed life
10 into themin the formof relating themto known and
11 wi dely accepted accounting and regul atory standards
12 that govern the determ nation of allowable costs.
13 But even assum ng arguendo that the Pal m Beach case
14 cited in the order applies, M. Kollen is not

15 telling the Conm ssion howto rule, but, instead,
16 providing a framework that the Conm ssion can use
17 i n making decisions in this docket.

18 As the Florida Suprene Court found

19 obj ectionable in the Pal m Beach case, the trier of
20 fact is being directed to arrive at a concl usion

21 which it should be free to determ ne i ndependently
22 fromthe facts presented, and nothing in the

23 testinony that is proposed to be stricken directs
24 your deci sion-nmaking or ties your hands. |If

25 anything, it gives you nore options.
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1 We believe the order is an error to the extent
2 that it concludes that the custonmers should be
3 prevented from denonstrating or providing testinony
4 on prudence, given the statutory provision in
5 366.96(7) that, quote, after a plan has been
6 approved, proceeding to inplenent the plan shoul d
7 not be evidence of inprudence. The order clearly
8 m sapprehends the statute on this point.
9 The nere fact that the approval of a plan
10 provi des protection against a finding of inprudence
11 to the SPP once a utility begins to inplenment the
12 prograns and projects unassail ably neans that the
13 approval of the plan necessarily neans that
14 prudence was determ ned --
15 CHAI RMAN FAY: M. Rehw nkel, are you al nost
16 done?
17 MR. REHW NKEL: | amjust -- just very
18 briefly.
19 CHAI RMAN FAY: (kay. o ahead.
20 MR. REHW NKEL: We believe this is an error in
21 interpretation of the |aw
22 W woul d al so note that yesterday, argunent by
23 counsel in the FPL -- by FPL in the DEF docket
24 reinforces the fact that there are fundanental ly
25 differing interpretations of the rule and how costs
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1 and benefits should be conpared, and that these two
2 stark differences, pro and con, should nean that
3 you take M. Kollen's evidence and hear it.
4 Finally, Conm ssioners, we ask you again to
5 set aside the order striking testinony and |isten
6 to the evidence, and nake a determi nation based on
7 all the evidence.
8 Thank you very nuch.
9 CHAI RMAN FAY: Geat. Thank you.
10 And | will allowthe utilities to respond, but
11 | did also want to make sure if any of the other
12 I ntervenors, just very briefly, wanted to conment.
13 Nope?
14 Wth that, | wll nove -- M. Cavros, you are
15 recogni zed, yes.
16 MR. CAVROS: Yes. Thank you. | wasn't really
17 pl anning to say anything, but as | |ooked at the
18 order, | did find, | think, a m scomrunication, if
19 not hi ng el se.
20 On page six, the first paragraph, it states
21 that SACE s argunent made at the prehearing, that
22 all of the |egal argunents made by Wtness Kollen
23 should be allowed in the record so that it may
24 support the legal argunents in OPC s brief, are
25 rej ected.
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1 | think that's an incorrect characterization.
2 And if you look at the record of the prehearing,
3 you will find that | characterized M. Kollen's
4 testinony as a recommendati on on how to interpret
5 rule provisions. | did not characterize it as
6 | egal argunents.
7 And, you know, ny understanding is that what a
8 | egal argunment is is applying the lawto a set of
9 facts and then reaching a conclusion. And if
10 that's the definition that the Comm ssion accepts,
11 t hen, you know, we've had w tnesses up here already
12 that are essentially making | egal argunents.
13 Thank you.
14 CHAI RMAN FAY: Sure. And we know they are not
15 | awyers.
16 Al right. M. Wight --
17 MR. MOYLE: M. Chair, just --
18 CHAI RMAN FAY: Oh, M. Myle, go ahead. |
19 didn't hear you. | apol ogize.
20 MR, MOYLE: That's all right.
21 We argued at the prehearing before the
22 prehearing officer. | amnot going to repeat those
23 argunents, but just for the purposes of the record,
24 we woul d stand by those and put forward the
25 objection for the benefit of the four who were not
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1 here the basic point nmade, nuch |onger the other
2 day, but | wll do it briefly, was that in an
3 admnistrative trial like this, that's evidentiary,
4 y'all are sitting in a fact-finding role, we think
5 if it's close call that the judgnent ought to be
6 made, you know, to let it in because it's sonething
7 that you can consider. |If you ultimately decide
8 it's not sonething that is going to sway you, you
9 can determne it's not probative. But to strike it
10 and not even consider it we think is not the
11 direction that should be taken in a proceeding |ike
12 this, so just that was it.
13 Thank you.
14 CHAI RMAN FAY: Okay. Geat. Thank you.
15 M. Wight, you are recogni zed.
16 MR. BREW Excuse ne.
17 CHAI RMAN FAY: Oh, M. Brew, yes.
18 MR. BREW Very briefly, sir, since we had
19 addressed this issue at the prehearing as well.
20 The SPP plans are spending plans. The basic
21 i ssue before the Commi ssion is what's the proper
22 scope and cost of the plans. And as M. Rehw nkel
23 poi nted out, the statute cuts off prudence reviews
24 of the plan -- progranms based on the findings
25 regarding the plans. In ny mnd, that necessarily
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1 brings in the testinony that was addressed in the
2 OPC testinony that's at stake. So | don't know how
3 you get past the provisions of the statute and get
4 to all of the issues needed to do to approve the
5 pl ans wi t hout accepting the testinony. As M.
6 Moyl e nentioned, you certainly have nore than
7 enough flexibility to consider that.
8 CHAI RMAN FAY: Geat. Thank you.
9 Nobody else. Al right, now you are
10 recogni zed, M. Wight.
11 MR, WRI GHT: Anyone el se?
12 Thank you, Chair man.
13 | want to start wwth M. Rehw nkel's request
14 that this conm ssion review his request for
15 reconsi deration de novo. The prehearing order in
16 this case, nuch like every other case, lays out the
17 timng and the procedure for notions to strike, and
18 it's the prehearing officer who rules on that in
19 order to make sure that this hearing goes snoothly.
20 Unfortunately, that did not happen, but | submt
21 that the purpose of that requirenent in the
22 prehearing order is so the prehearing officer can
23 make that determ nation.
24 | also want to touch on the standard of
25 review. | know M. Rehw nkel spoke about it, but I
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1 want to quote fromyou fromtwo recent orders from
2 this comm ssion relying on Florida appellate
3 courts. It's PSC-2021-0364 and PSC-2021- 0240,
4 where the Comm ssion expl ained the standard of
5 review on reconsideration, and I wll read that
6 into the record.
7 The appropriate standard of review in a notion
8 for reconsideration is whether the notion
9 identifies a point of fact or |aw that was
10 over| ooked, or that the prehearing officer failed
11 to consider in rendering the order, citing 294
12 So. 2d and 394 So. 2d.
13 In a notion for reconsideration, it is not
14 appropriate to reargue matters that have already
15 been considered, citing 111 So.2d, 105 So. 2d.
16 Furthernore, a notion for reconsideration
17 shoul d not be granted based upon an arbitrary
18 feeling that a m stake may have been nmade, but
19 shoul d be based upon specific factual matters set
20 forth in the record as susceptible to review, 294
21 So. 2d 315.
22 OPC s request for reconsideration here has
23 failed to neet that standard. O her than a few
24 I mmaterial characterizations of statenents in their
25 response to the notion to strike, they failed to
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1 identify anything that was overl ooked or m ssed by
2 Conmm ssioner La Rosa in his order.
3 The parties submtted their notions, OPC filed
4 a response. W had |lengthy argunent on it.
5 Conmm ssioner La Rosa's order is very thorough and
6 wel | -reasoned. O her than these very immuateri al
7 characterizations, there is nothing that was
8 over| ooked or m ssed.
9 | am not going to reargue our notion to
10 strike. That would not be appropriate to do so
11 based on the standard review for reconsideration.
12 We stand by the argunents in our notion to strike
13 and we request that Comm ssioner La Rosa's order
14 st and.
15 Thank you.
16 CHAI RVAN FAY: Geat. Thank you.
17 | think the -- Comm ssioners, | think the
18 | egal standard has been set out by both M.
19 Rehwi nkel and M. Wight, but | do want to nake
20 sure with our staff that we have the correct
21 standard to apply as far as issue of fact and | aw.
22 M5. HELTON. That has al ways been ny
23 understanding, M. Chairman. | believe that M.
24 Rehwi nkel and M. Wight both correctly stated it.
25 It's whether the prehearing -- whether you all find
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1 whet her the prehearing officer made a m stake of
2 fact or law in deciding to grant the notion to
3 strike -- notions to strike.
4 CHAI RMAN FAY: Okay. Geat. Thank you.
5 And | didn't want to exclude if any of the
6 other utilities wanted to comment, but | know M.
7 Wi ght summed up their notion.
8 MR. BERNFTER  No, sir. | don't -- | don't
9 think I have anything to add to what M. Wi ght
10 sai d.
11 CHAI RMAN FAY: kay. G eat.
12 Conmm ssi oners, discussion on this notion?
13 Coment s?
14 Conmi ssi oner C ark.
15 COW SSI ONER CLARK: If | understand it right,
16 in order to reconsider, the Conm ssion has to
17 determ ne that there was sonething that was not
18 consi dered by the prehearing officer that should
19 have been considered, is that a fair sunmary?
20 CHAI RMAN FAY: That's how | understand it. |
21 don't want to speak for legal, but that's the way
22 Mary Anne interpreted it, correct?
23 COMM SSI ONER CLARK:  Are you a lawer? | am
24 sorry, M. Chair, that seens to be the question of
25 t he day.
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1 CHAI RMAN FAY: You don't want to pay ny
2 hourly, Conmm ssioner d ark.
3 Yeah. That is the way | think it's understood
4 at this point.
5 So with that, Conmm ssioners, we can take up a
6 nmotion on this item
7 M5. PASSIDOMO | will put forward a notion.
8 CHAI RMAN FAY: Conmi ssi oner Passidono, you are
9 recogni zed.
10 MS. PASSI DOMO.  Thank you.
11 | think, you know, Comm ssioner La Rosa had
12 broad di scretion as prehearing officer, ny
13 under st andi ng Rul e 28-106.211, and we are revi ew ng
14 this right now, mstake of fact or law, in ny
15 opinion, | do not think that he nade a m stake of
16 fact or law, so | would support the denial of OPC s
17 notion for reconsideration.
18 CHAI RMAN FAY: Okay. We have a notion. Do we
19 have a second?
20 COMM SSI ONER GRAHAM  Second.
21 CHAI RMAN FAY: kay. W have a notion and a
22 second.
23 Al l that support say aye.
24 (Chorus of ayes.)
25 CHAI RVAN FAY: Any nays?
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1 (No response.)

2 CHAI RVAN FAY: Wth that, the notion for

3 reconsi deration is denied.

4 Wth that, | would like to then just set the

5 paraneters for the upcom ng Wtness Kollen and then

6 the rebuttal w tnesses.

7 So what we will do for procedural purposes is

8 we will take up Wtness Kollen. |[If there is any

9 cross for Wtness Kollen, which it sounds |ike you
10 have wai ved, based on the previous coments, that
11 won't be the case. W won't have cross on Wtness
12 Kol l en. When we get to Wtness Jarro for rebuttal
13 testinony, what we will do is we will have the

14 cross on that presented within the current record,
15 and then, M. Rehwinkel, if there is testinony that
16 you would like to proffer for the record, we w ||
17 ask you to essentially close the door of testinony
18 in the record and then allow you to proffer it

19 after that so we don't cause any confusion as to
20 what's in or out, and that type of thing. And so
21 we wll do that for each rebuttal witness. W wll
22 take up one within the record, and then we wl |

23 allowit to be proffered.

24 And | do -- and | will let you coment. | do
25 just want to ask you to be mndful as far as
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 preserving that right, but just to the point that
2 we get to where the parties are really trying to
3 find these gray areas, where we have constant
4 obj ections as to what potentially would touch that,
5 I know we now know what | anguage is stricken and
6 not stricken, so | would ask you to be really
7 m ndf ul of the exceptions that m ght occur and when
8 to object, and with that take up accordingly and
9 nove forward.
10 So with that, M. Rehwinkel, | will let you be
11 recogni zed for a comrent.
12 MR. REHW NKEL: Yes. Thank you.
13 And first of all, let nme thank the Conmmi ssion
14 for entertaining ny lengthy notion. | had to do it
15 that way because | didn't have tinme to nake a
16 witten notion, and | appreciate that.
17 Secondly, just so | amclear, what we are
18 going to do is we are going to put M. Kollen on,
19 and we are going to introduce for each of the
20 dockets the non-stricken portion of his testinony,
21 just like we've done with all the other witnesses,
22 and then what we will do is to proffer the stricken
23 testinony, so that will be separate from-- its --
24 its record status will be separate. There wll be
25 -- the non-stricken part wll be noved into the
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 record, and the stricken part will becone part of
2 the proffered evidence that will be under the
3 120 -- | forget the standard -- it's on the record,
4 it's included for appell ate purposes?
5 CHAI RMAN FAY: Correct. That's the easy one.
6 Al'l right. Keep going.
7 MR REHW NKEL: Yes. And | would -- and then
8 if there is rebuttal to the portions that were
9 stricken, we would, if we decide that we want to
10 cross that witness on the portion of the testinony
11 t hat has been w thdrawn because it responded to a
12 stricken Kollen testinony, we will |let you know,
13 and we probably need to cone up with a process
14 where we bifurcate the cross only on proffered
15 wi t hdrawn testinony, and then maybe we go and we
16 cross only on unw thdrawn testinony that doesn't
17 respond to those stricken proffered testinony.
18 Does that make sense?
19 CHAI RMAN FAY: It definitely doesn't make
20 sense, but | think |I understand -- | think
21 under stand what you are trying to do, and so
22 essentially -- and I wll nmake sure with our |egal
23 that we will have the non-proffered, to your point.
24 And if you -- because this wll be -- this wll
25 sort of be in your court. |If you choose to provide
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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proffered foll ow ng that
then we will allow you to do so after you have

taken any additi onal

MR, REHW NKEL: Ckay.

separate it that way.

CHAI RVAN FAY:

that | that way, which |

Correct. We will separate it

MR. REHW NKEL: Ckay.

CHAI RVAN FAY:

And we will recognize it at the time when we do it

for make sure that the record is clear.

-- the

MR, REHW NKEL: And |

in ny history with the Comm ssion, this the first
tinme we've ever encountered this situation, and |
do appreci ate you being m ndful of preserving the

record and preserving our rights in this. Thank

you.

CHAI RVAN FAY:

be a priority here.
Mary Anne, do we have everything that we need
bef ore proceedi ng?
tonight is at | east take up Wtness Kol |l en, and
then we can finish and start rebuttal tonorrow,
where we will take up this issue of the testinony

and then the proffered.

Absol utely. Due process should

rebuttal that's provided,

testinony at that point.

think will be --

Thank you.

And what | would |ike to do

| s that appropriate?

Al right. So we wll

easier way to do it.

appreciate -- this is,
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1 MS. HELTON: Yes, sir. | think | understand
2 where we are going, and | think the record is
3 cl ear.
4 CHAI RMAN FAY: (Okay. G eat.
5 MR, MOYLE: One question.
6 CHAI RMAN FAY: Yes, M. Myle.
7 MR. MOYLE: Just maybe for clarification. It
8 was ny understanding that with respect to the
9 rebuttal, that there will be no rebuttal to
10 testinony that has been stricken.
11 CHAI RVAN FAY: Correct. That is -- that is
12 the intent. W are preserving M. Rehw nkel's
13 right, just in case he feels that that is not the
14 case and he needs to proffer, but to your point, we
15 shouldn't need to do that. It will be up to himif
16 he wants to do that.
17 MR. MOYLE: If he believes there is certain
18 testinony that --
19 CHAI RVAN FAY: Correct.
20 MR, MOYLE: -- still gets to the testinony of
21 his witness that was stricken, he could nake a
22 proffer?
23 CHAI RVAN FAY: Correct.
24 MR, MOYLE: Okay. Thank you.
25 CHAI RVAN FAY: Yep. No problem
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850) 894-0828 Reported by: Debbie Krick



823

MR REHW NKEL: For cross-exam nati on.

2 CHAI RMAN FAY: Correct. Yep.
3 Ckay. Wth that, M. Rehw nkel, do you want
4 to call Wtness Kollen, or do you have soneone
5 el se?
6 MR, REHW NKEL: Ms. Morse will Kkick that off.
7 Thank you.
8 CHAI RMAN FAY: Okay. Ms. Morse, you are
9 recogni zed.
10 M5. MORSE: Thank you, M. Chair.
11 \Wher eupon,
12 LANE KOLLEN
13 was called as a witness, having been previously duly
14 sworn to speak the truth, the whole truth, and nothing
15 but the truth, was exam ned and testified as foll ows:
16 EXAM NATI ON
17 BY MS. MORSE:
18 Q Good afternoon, M. Kollen.
19 A Good afternoon.
20 Q W11l you please state your name and busi ness
21  address for the record?
22 A My nane is Lane Kollen. M business address
23 is J. Kennedy and Associ ates, Incorporated, 350 den
24  Lake Parkway, Suite 35, Roswell, Georgia, 30075.
25 Q M. Kollen, were you previously sworn in?
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 A Yes.

2 Q Did you cause to be filed prefiled direct

3 testinony in Docket No. 20220051 consisting of 29 pages
4 of text including the cover page and table of contents?
5 A Yes.

6 Q Are you aware that portions of your prefiled
7 direct testinony were subject to a notion to strike?

8 A Yes.

9 Q Do you have corrections to the portion of your
10 testinony that were not stricken?

11 A No.

12 Q If | were to ask you the sanme questions today,
13 would your answers be the sanme for the portions of your

14 testinony that were not stricken?

15 A Yes.

16 M5. MORSE: M. Chair, | would ask that the
17 portions of M. Kollen's testinony that were not

18 stricken be entered into the record as though read.
19 CHAI RVAN FAY: Show it inserted.

20 (Whereupon, prefiled direct testinony of Lane

21 Kollen in Docket No. 20220051 was inserted.)
22
23
24

25

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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QUALIFICATIONS AND SUMMARY

A. Quialifications

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

(“Kennedy and Associates”), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 30075.

DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

I earned a Bachelor of Business Administration (“BBA”) degree in accounting and a
Master of Business Administration (“MBA”) degree from the University of Toledo. I also
earned a Master of Arts (“MA”) degree in theology from Luther Rice College & Seminary.
I am a Certified Public Accountant (“CPA”), with a practice license, Certified Management
Accountant (“CMA”), and Chartered Global Management Accountant (“CGMA”). lama
member of numerous professional organizations, including the American Institute of
Certified Public Accountants, Institute of Management Accounting, Georgia Society of
CPAs, and Society of Depreciation Professionals.

I have been an active participant in the utility industry for more than forty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and thereafter
as a consultant in the industry since 1983. I have testified as an expert witness on hundreds
of occasions in proceedings before regulatory commissions and courts at the federal and
state levels. In those proceedings, | have addressed ratemaking, accounting, finance, tax,
and planning issues, among others.

I have testified before the Florida Public Service Commission on numerous

occasions, including base rate, fuel adjustment clause, acquisition, and territorial
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proceedings involving Florida Power & Light Company (“FPL”), Duke Energy Florida

(“DEF”), Talquin Electric Cooperative, City of Tallahassee, and City of Vero Beach.!

B. Purpose of Testimony

ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

| am providing this testimony on behalf of the Florida Office of Public Counsel (“OPC”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address and make recommendations regarding the
proposed Storm Protection Plans (“SPP”) filed by Florida Public Utilities Company
(“FPUC™), Duke Energy Florida, LLC (“DEF”), Tampa Electric Company (“Tampa”), and
Florida Power and Light Company (“FPL”) (collectively, the “utilities”). In this testimony,

| specifically address the SPP filed by FPL.

Rule 25-6.030, Florida Administrative Code (“SPP Rule”), and Rule 25-6.031, F.A.C.
(“SPPCRC Rule”) to the extent that the outcome of these proceedings will affect the cost
recoveries in the Storm Protection Plan Cost Recovery Clause (“SPPCRC”) proceedings
pursuant to the SPPCRC Rule. My testimony should be considered in conjunction with the

testimony of Mr. Kevin Mara on behalf of OPC.

11 have attached a more detailed description of my qualifications and regulatory appearances as my Exhibit
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C. Scope of the SPP Requests

PLEASE SUMMARIZE THE SPP REQUESTS.
In the aggregate, the four utilities seek authorization for programs and projects they
estimate will cost $25.323 billion over the next ten years (2023-2032), consisting of
$23.167 billion in capital expenditures and $2.156 billion in operation and maintenance
(“O&M™”) expense. The capital expenditures will have a growing and cumulative
ratemaking impact for the duration of the SPPs and beyond of 40 or more years over the
service lives of the plant assets. These amounts are in addition to the capital expenditures
and O&M expense expended in prior years and this year for storm hardening and storm
protection programs. The utilities also expect to seek authorization for additional amounts
in subsequent SPP updates beyond the ten years reflected in these proceedings.

The following tables provide a summary of the estimated SPP program

expenditures for each utility by year and in total for the ten-year period.

Florida Public Utilities Company
SPP Program Expenditures
$ Millions

SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 2.3 6.7 16.9 54.2 53.2 19.9 196 19.8 25.3 25.2 243.1

O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 19 1.9 20.0
Overall Total 3.7 8.3 18.7 57.2 56.1 21.8 21.4 21.6 27.2 27.1 263.1

Duke Energy Florida, LLC
SPP Program Expenditures

$ Millions
SPP Costs by Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 602.7 693.4 775.2 748.8 747.7 749.7 748.5 750.6 749.4 7516 | 7,317.5
0&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Owerall Total 674.8 770.5 854.1 826.9 826.7 8315 830.9 836.4 836.2 841.6| 8,129.5
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Tampa Electric Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 169.9 168.7 173.1 172 9 169.0 167.5 169.6 166.0 172.5 169.4 1,698.7
O&M Expense Total 31.0 34.0 33.7 352 36.3 37.7 39.6 41.2 43.1 45.3 377.1
Ovwerall Total 200.9 202.7 206.8 208 2 205.4 205.2 209.2 207.3 215.6 214.7 2,075.9
Florida Power & Light Company
SPP Program Expenditures
$ Millions
SPP Costs by Year
Total Company 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total| 1,458.9 1,559.5 1,520.4| 1,200.8 1,319.0 1,350.0 1,388.4 1,423.4 1,347.6 1,340.1 | 13,908.0
O&M Expense Total 86.0 86.7 88.0 88.2 94.1 100.3 99.8 100.5 100.9 101.5 946.2
Owerall Total 1,544.9 1,646.3 1,608.4 1,289.0 1,413.1 1,450.3 1,488.2 1,523.9 1,448.5 1,441.6 | 14,854.2

WHAT EFFECTS WILL THE REQUESTS HAVE ON CUSTOMER RATES?

The incremental effects on present customer rates will be significant as measured over

multiple ratemaking metrics, including SPP revenue requirements, net plant in service,

annual electric revenues, and cost per customer. The following table provides a summary

of the revenue requirements by utility and in the aggregate by year and in total for the ten-

year period.

Florida Public Utilities Company

SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 0.3 0.6 2.0 6.0 12.5 17.0 19.0 21.0 23.2 25.7 127.3
O&M Expense Total 1.4 1.6 1.9 30 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Ovwerall Total 1.7 2.2 3.9 90 15.4 18.9 20.8 22.8 25.1 27.6 147.3
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Duke Energy Florida, LLC
SPP Program Revenue Requirements
$ Millions
SPP Revenue
Requirements By
Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 77.3 144.2 217.9 303 3 378.5 451.1 522 2 590.7 657.8 722.1 4,065.2
0O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Ovwerall Total 149.4 221.3 296.8 381.4 457.5 533.0 604.7 676.5 744.6 812.1 4,877.2

Tampa Electric Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 17.2 358 53.8 72.3 91.4 109.8 127.9 145.5 163.0 180.0 996.6
O&M Expense Total 30.7 336 33.4 34.9 36.0 37.4 39.3 40 9 42.8 44.9 374.0
Overall Total 47.9 69.4 87.2 107.2 127.4 147.3 167.2 186.4 205.7 224.9 1,370.7

Florida Power & Light Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year Jurisdictional 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 332.9 509.3 685 9 836.6 971.5 1,112.3 1,254.0 1,396.5 1,533.2 1,661.6 [ 10,293.8
0O&M Expense Total 85.2 85.9 872 87.5 93.3 99.4 98.9 99.6 100.0 100.6 937 6
Ovwerall Total 418.0 595.2 773.2 924.1 1,064.8 1,211.7 1,352.9 1,496.1 1,633.2 1,762.2 | 11,2313

In addition to the revenue requirement effects of the proposed SPPs shown on the
preceding tables, the following tables compare other ratemaking metrics, including capital
expenditures compared to present net plant in service, increases in the revenue requirement
compared to present revenues, and the cost per customer. These metrics provide additional

context as to the magnitude and the impacts on customer rates.
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Total 10-Year Projected Spend and Revenue Requirements
Compared to Total Net Plant in Senice and Revenues
Actual Results For the 12 Months Ended December 31, 2021
$ Millions
Projected
Net 10-Year Percentage SPP Revenue Percentage
Plant Proposed Increase 2021 Requirement Increase
In Capital in Net Electric In Year in
Senice Spend Plant Revenues 10 Revenues
FPL 44,891.0 13,908.0 31.0% 12,244.3 1,762.2 14.4%
Duke 16,946.5 7,317.5 43.2% 5,111.8 812.1 15.9%
TEC 7,215.5 1,698.7 23.5% 2,180.0 224.9 10.3%
FPUC 94.0 243.1 258.6% 83.7 27.6 33.0%
Total 69,147.0 23,167.4 33.5% 19,619.8 2,826.8 14.4%

Total 10-Year Projected SPP Investment Per Customer
Includes Capital and O&M Investment
Projected 10-Year
10-Year Investment
Total Per
Investment Customer
Customers $ Millions $
FPL 5,700,000 14,854.2 2,606
Duke 1,879,073 8,129.5 4,326
TEC 824,322 2,075.9 2,518
FPUC 32,993 263.1 7,976
Total 8,436,388 25,322.7 3,002

HOW DO THESE COSTS COMPARE TO THE BENEFITS FROM POTENTIAL
SAVINGS IN STORM DAMAGE AND RESTORATION COSTS?
The estimated costs are much greater than the benefits from potential savings for each

utility and for nearly all of the programs and projects, although FPUC and FPL did not,
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and refused to, provide quantifications of the benefits from potential savings in storm
damage and restoration costs.

The following table provides a summary of the costs and dollar benefits by utility
and in the aggregate by year and in total for the ten-year period and a fifty-year period. |
show $0 (“n/a”) in benefits for FPUC and FPL, consistent with their failure to quantify any

benefits from potential savings in storm damage and restoration costs.

Total 10-Year Projected SPP Costs and Benefits Summary
Includes Capital and O&M Investment
Projected Escalated Escalated
Projected Annual Awided Benefits Awided Benefits
10-Year Awided Restoration to Costs Restoration to Costs
Total Restoration Costs Over Ratio Costs Ower Ratio
Investment Costs 10 Years 10 Years 50 Years 50 Years
$ Millions $ Millions $ Millions % $ Millions %
FPL 14,854.2 n/a n/a n/a n/a n/a
Duke 8,129.5 56.5 647.7 8% 6,373.0 78%
TEC 2,075.9 13.0 149.5 7% 1,470.6 71%
FPUC 263.1 n/a n/a n/a n/a n/a
Total 25,322.7 69.5 797.2 7,843.6
Note: Benefits Calculations Not Provided by FPL and FPUC.

WHY ARE THESE SUMMARIES AND COMPARISONS SIGNIFICANT IN
THESE PROCEEDINGS?
They provide context for the Commission in its review of the proposed SPPs, including the

sheer magnitude of the incremental capital expenditures and O&M expense and the rate

impactsofhesecost,
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- They also demonstrate that the costs of the proposed SPP programs and

projects far outweigh the benefits from savings in storm damage and restoration costs.
The Commission also should keep in mind that the impact of the SPP programs is

yet another addition to the customer bill in an environment of high inflation, skyrocketing

natural gas prices and other base rate increases.

D. Summary of Conclusions and Recommendations

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.

Each utility’s proposed SPP capital expenditures, O&M expenses, increases in rate base,
and resulting increases in customer rates are significant. The SPP capital expenditures and
O&M expenses are incremental costs with incremental customer rate impacts. The
framework, scope, selection, ranking, magnitude, -and authorization to proceed
of the SPP programs and projects will be determined in these proceedings, not in the
subsequent SPPCRC proceeding. Therefore, the decision criteria, ratemaking principles,
and rate recovery of the SPP project costs are important factors in the decision making

process in this and the other SPP proceedings now pending.
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The Commission should apply rational and specific decision criteria to the
selection, ranking, and magnitude of the proposed programs and projects and apply those
decision criteria consistently to all four utilities in these proceedings. The decision criteria
should include justification in the form of a benefit/cost analysis in addition to the
qualitative assessments of whether the programs and projects will reduce restoration costs

and outage times.

in contrast to whether the costs actually incurred during

implementation of the programs and projects were prudently incurred and reasonable,
which is determined in the SPPCRC proceeding.

In addition, the total multi-year customer rate impact can be considered only in the
SPP proceeding. The SPPCRC proceedings address the actual recovery and annual
customer rate impact only after the decision process in these SPP proceedings is complete,

projects are approved, and the SPP programs and projects are implemented.
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DECISION CRITERIA FOR THE RATIONAL SELECTION, RANKING, AND
MAGNITUDE OF SPP PROGRAMS AND PROJECTS

DESCRIBE THE FRAMEWORK FOR THE SELECTION AND RANKING OF
SPP PROGRAMS AND PROJECTS.

Section 366.96, Fla. Stat., and Rule 25-6.030, F.A.C., establish the required framework for
the utility’s SPP, including the utility’s identification of projects that are designed to reduce
outage restoration costs and outage times, information necessary to develop and apply
decision criteria for the selection, ranking, and magnitude of the SPP programs and costs,
estimates of the customer rate impacts, and parameters for recovery of the actual costs
incurred for the SPP projects offset by costs recovered through base rates and other clause
recoveries as well as savings in those costs.

The SPP framework provides important customer safeguards that should be
enforced to require the utility to: 1) identify new programs and projects or the expansion
of existing programs and projects that are not within the scope of its existing base rate
programs and cost recoveries in the normal course of business; 2) limit requests to
programs and projects that are prudent and reasonable; 3) justify the selections, rankings,
and magnitude of SPP programs, projects, and costs; 4) ensure there is a comparison of
benefits to costs; 5) effectively consider the rate impact on customers, and 6) ensure that
the utility only recovers incremental costs, net of decremental (avoided) costs or reductions

in costs (savings), through the SPPCRC.
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ARE THE SPP RULE AND THE SPPCRC RULE SEQUENTIAL AND
INTERRELATED?

Yes. Certain ratemaking determinations required pursuant to the SPPCRC Rule
necessarily start with an assessment of the SPP programs and projects that can only be
performed in the SPP proceeding, and then are confirmed and refined in the SPPCRC

proceeding for cost recovery purposes.

I ¢ Commission aso must detemine

whether the Company has quantified the revenue requirement and customer rate impacts

2 § 366.96(8), Fla. Stat.; Rule 25.6.031(6)(a), F.A.C.
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in an accurate and comprehensive manner, although the final SPPCRC rate quantifications

will be performed in the SPPCRC proceeding.

ARE EACH OF THE UTILITIES’ PROPOSED SPP PROGRAMS AND
PROJECTS OUTSIDE THE SCOPE OF THE EXISTING BASE RATE
PROGRAMS AND COST RECOVERIES IN THE NORMAL COURSE OF

BUSINESS?
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ARE EACH OF FPL’s PROPOSED PROGRAMS AND PROJECTS PRUDENT

AND REASONABLE?

DID THE UTILITIES CONSISTENTLY APPLY A BENEFIT/COST ANALYSIS
TO DETERMINE THE SELECTION, RANKING, AND MAGNITUDE OF THE
SPP PROGRAMS?
No. The utilities used a variety of decision criteria, qualitative and quantitative, but none
of them relied on a benefit/cost analysis as a threshold decision criterion to qualify a
program or project for inclusion in its SPP. Nor were the decision criteria consistent among
the utilities or even among each utility’s SPP programs and projects.®

Neither FPUC nor FPL developed or relied on any benefit/cost analysis. Although
neither DEF nor Tampa developed or relied on benefit/cost analyses as a threshold decision
criterion to qualify their programs, they both used a form of benefit/cost analysis for the

ranking and the magnitude of their programs.

3 | have attached a brief summary of each utility’s decision criteria as my Exhibit LK-2.
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INCLUSION IN THE SPP?

B

<
—
w
—
[92)
3
w
—
=0
@D
(92)
Y
Y
A
[
@D
=
@D

o]
c
=
D
w
—
>
@D

utility to address and undertake projects “to enhance the utility’s existing infrastructure for
the purpose of reducing restoration costs and outage times associated with extreme weather

conditions therefore improving overall service reliability.” Rule 25-6.030(2)(a), F.A.C.



= =
[N o

[ERY
N

84

w

HOW SHOULD THE COMMISSION DETERMINE WHETHER THE PROPOSED

SPP PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?
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DOES THE SPP RULE REQUIRE THAT THE UTILITIES PROVIDE A
COMPARISON OF THE “COSTS” AND “BENEFITS” TO DETERMINE IF THE
PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

Yes. The SPP Rule requires the utility to provide “[a] comparison of the costs identified
in subparagraph (3)(d)3. and the benefits identified in subparagraph (3)(d)1.” Rule 25-
6.030(3)(d)4, F.A.C. The context and juxtaposition of the terms “costs” and “benefits”
strongly imply a comparison of dollar costs and dollar benefits, not a comparison of dollar
costs and qualitative benefits. The latter comparison provides no useful decision making
information because it does not provide a useful threshold decision criterion to qualify
programs and projects, does not provide a framework for ranking programs and projects,

and does not allow a rational quantitative basis for the magnitude of programs and projects.

DID EACH OF THE UTILITIES PROVIDE THE REQUIRED COMPARISON OF
THE “COSTS” AND “BENEFITS” IN THEIR SPP FILINGS OR IN RESPONSE
TO DISCOVERY?

No. FPUC and FPL provided no dollar quantifications of benefits in their SPP filings and
refused to provide any dollar quantifications in response to OPC discovery. FPUC claimed
that it had not quantified avoided cost savings benefits and stated that it did not rely on an
economic benefit cost criterion for the selection, ranking, or magnitude of its proposed
programs and projects. Both FPUC and FPL argued that the SPP Rule’s text requiring the
comparison of costs and benefits did not require the utilities to provide a dollar

quantification of the benefits, but instead required only that there had to be benefits, which
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they qualitatively described to meet the “objectives” and or “requirements” of the SPP
Rule.*

In contrast to FPUC and FPL, DEF and Tampa quantified expected dollar benefits
in their SPP filings based on their modeling results and provided additional detail on their
modeling and quantifications of the dollar benefits in response to OPC discovery.

DEF developed its benefit quantifications using a storm damage model developed by
Guidehouse. Tampa developed its benefit quantifications using a Storm Resilience Model,

which includes a Storm Impact Model, developed by 1898 & Co.

DOES FPL HAVE A STORM DAMAGE MODEL SIMILAR TO THE MODELS
THAT WERE USED BY DEF AND TAMPA TO CALCULATE DOLLAR
BENEFITS?
Yes. All four utilities have storm damage models that can be used to quantify the dollar
benefits of the SPP programs and projects. However, while DEF and Tampa used their
models for their SPPs; FPL and FPUC did not. FPL has developed a storm damage model
that it uses to estimate potential damage and restoration costs from hurricanes and tropical
storms. This model could be used to quantify the costs that could be avoided (dollar
benefits) due to its SPP programs and projects.

Regardless of whether FPL has a model that could have been used to calculate
dollar benefits, the fact is that FPL chose not to provide dollar benefits in its SPP filing and

refused to do so in response to OPC discovery.

4 FPL’s response to Interrogatory No. 14(a) in OPC’s Third Set of Interrogatories in Docket No. 20220051-

El. I have attached a copy of this response as my Exhibit LK-3.
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ARE ANY OF THE UTILITIESS SPP PROGRAMS ECONOMICALLY
JUSTIFIED?

No. This is extremely problematic. None of the SPP programs has benefits that exceed
the costs. None of the utilities used a benefit/cost test to qualify its programs or projects,
although DEF and Tampa used a flawed form of a benefit/cost test to rank their programs

and projects and to determine the maximum expenditure levels for its programs.

IF THE SPP PROGRAMS ARE NOT ECONOMICALLY JUSTIFIED, CAN THE
PROGRAMS AND PROJECTS OR THE RELATED COSTS BE PRUDENT OR

REASONABLE?
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CUSTOMER RATE IMPACTS
DID THE UTILITIES CONSISTENTLY CALCULATE THE REVENUE

REQUIREMENT EFFECTS OF THEIR SPP PROGRAMS?
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DID FPL’S CALCULATIONS OF THE ESTIMATED REVENUE
REQUIREMENTS ALSO INCLUDE UNIQUE ERRORS THAT SHOULD BE

CORRECTED IN THESE PROCEEDINGS?

DID THE UTILITIES ALL INCLUDE CWIP IN RATE BASE?

> Refer to the SPP revenue requirement calculations provided in FPL’s response to POD No. 1 in OPC’s First

Request for Production in Docket No. 20220051-El as an Excel attachment named “SPP — Annual Rev Req
Calculation.”
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STATUTE, SPP RULE, OR THE SPPCRC RULE?



I B BN B EE

10

11

12

02
a
=

IS IT POSSIBLE TO LEGITIMATELY ASSESS WHETHER CWIP COSTS ARE
PRUDENT PRIOR TO THE COMPLETION OF CONSTRUCTION AND THE

CONVERSION OF THE CWIP TO PLANT IN SERVICE?

ARE THERE ALTERNATIVES TO A RETURN ON CWIP IN RATE BASE
INCLUDED IN THE REVENUE REQUIREMENT AND CUSTOMER IMPACTS
CONSISTENT WITH THE SUBSEQUENT CONSIDERATION OF PRUDENCE

AFTER THE CWIP HAS BEEN CONVERTED TO PLANT IN SERVICE?
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WHY IS THE RETURN ON CWIP A CONCERN THAT NEEDS TO BE

ADDRESSED IN THESE PROCEEDINGS?

UTILITIES?
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Q. DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes.
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1 BY M5. MORSE:
2 Q M. Kollen, did your prefiled testinony have

3 three exhibits attached | abeled LK-1 through LK-3?

4 A Yes.

5 M5. MORSE: It's ny understanding those

6 exhibits LK-1 through LK-3 have been identified on
7 the CEL as hearing exhibits nunbers 13 through 15.
8 CHAI RMAN FAY: M. Trierweiler was just

9 confirmng those nunbers are correct. Thank you.
10 M5. MORSE: Thank you.

11 BY M5. MORSE:
12 Q M. Kollen, do you have any corrections to

13 nmake to your exhibits?

14 A No.

15 M5. MORSE: For purposes of nmaking a proffer
16 for the record, | wll now address the introduction
17 of M. Kollen for the stricken portions of his

18 di rect testinony.

19 BY Ms. MORSE:

20 Q M. Kollen, do you have corrections to the

21 portions of your testinony that were stricken by O der
22 No. 2022-02927?

23 A No.

24 Q If I were to ask you the sane questions today,

25 would your answers be the sane for the portions of your

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 testinony which were stricken?

2 A Yes.

3 M5. MORSE: M. Chair, | would ask that the

4 portions of M. Kollen's testinony subject to the

5 order granting the notion to strike be entered into
6 the record as though read for purposes of the

7 Ofice of Public Counsel's proffer.

8 CHAI RMAN FAY: Show that testinony proffered.
9 (Whereupon, prefiled direct proffered

10 testinony of Lane Kollen in Docket No. 20220051 was
11  inserted.)
12

13

14

15

16

17

18

19

20

21

22

23

24

25

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Review of Storm Protection Plan, | DOCKET NO. 20220051-El
pursuant to Rule 25-6.030, F.A.C., Florida
Power & Light Company. FILED: May 31, 2022

DIRECT TESTIMONY
OF
LANE KOLLEN

ON BEHALF OF THE OFFICE OF PUBLIC COUNSEL

Richard Gentry
Public Counsel

Charles Rehwinkel

Deputy Public Counsel

Florida Bar No. 527599
Rehwinkel.Charles@leg.state.fl.us

Stephanie Morse

Associate Public Counsel
Florida Bar No. 0068713
Morse.Stephanie@leg.state.fl.us

Office of Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 812
(850) 488-9330

Attorneys for the Citizens
of the State of Florida

856



857

TABLE OF CONTENTS

I. QUALIFICATIONS AND SUMMARY ......cccooorriiimmmimiiemmnissessnsesissssssssssessessssssessessesseseonns 0
A. QUALIFICATIONS ...t 0
B. PURPOSE OF TESTIMONY ....cccoiiiiiiiiiriiiieissesssssesissessessssesssssssesssssssssssseoons 1
C. SCOPE OF THE SPP REQUESTS........cccoootmiiiimmmiiiimnresiisnssssssssssssessessssessessos 2
D. SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS........c..ccooeunuveenns 7

I1. DECISION CRITERIA FOR THE RATIONAL SELECTION, RANKING, AND
MAGNITUDE OF SPP PROGRAMS AND PROJECTS........cccooiiiieieee 10

I11. METHODOLOGIES TO CALCULATE THE REVENUE REQUIREMENTS

AND CUSTOMER RATE IMPACTS ... 21
EXHIBITS:
RESUME OF LANE KOLLEN ... ..t e LK-1
SUMMARY OF EACH UTILITY’S DECISION CRITERIA......c.oooii LK-2

THIRD SET OF INTERROGATORIES, NO. 14 (20220051-E1)......cccvvi i, LK-3



10

11

12

13

14

15

16

17

18

19

20

21

22

858

QUALIFICATIONS AND SUMMARY

A. Quialifications

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

(“Kennedy and Associates”), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 30075.

DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

I earned a Bachelor of Business Administration (“BBA”) degree in accounting and a
Master of Business Administration (“MBA”) degree from the University of Toledo. I also
earned a Master of Arts (“MA”) degree in theology from Luther Rice College & Seminary.
I am a Certified Public Accountant (“CPA”), with a practice license, Certified Management
Accountant (“CMA”), and Chartered Global Management Accountant (“CGMA”). lama
member of numerous professional organizations, including the American Institute of
Certified Public Accountants, Institute of Management Accounting, Georgia Society of
CPAs, and Society of Depreciation Professionals.

I have been an active participant in the utility industry for more than forty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and thereafter
as a consultant in the industry since 1983. I have testified as an expert witness on hundreds
of occasions in proceedings before regulatory commissions and courts at the federal and
state levels. In those proceedings, | have addressed ratemaking, accounting, finance, tax,
and planning issues, among others.

I have testified before the Florida Public Service Commission on numerous

occasions, including base rate, fuel adjustment clause, acquisition, and territorial
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proceedings involving Florida Power & Light Company (“FPL”), Duke Energy Florida

(“DEF”), Talquin Electric Cooperative, City of Tallahassee, and City of Vero Beach.!

B. Purpose of Testimony

ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

I am providing this testimony on behalf of the Florida Office of Public Counsel (“OPC”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address and make recommendations regarding the
proposed Storm Protection Plans (“SPP”) filed by Florida Public Utilities Company
(“FPUC™), Duke Energy Florida, LLC (“DEF”), Tampa Electric Company (“Tampa”), and

Florida Power and Light Company (“FPL”) (collectively, the “utilities”). In this testimony,

I specifically address the SPP filed by FPL.

Rule 25-6.030, Florida Administrative Code (“SPP Rule”), and Rule 25-6.031, F.A.C.
(“SPPCRC Rule”) to the extent that the outcome of these proceedings will affect the cost
recoveries in the Storm Protection Plan Cost Recovery Clause (“SPPCRC”) proceedings
pursuant to the SPPCRC Rule. My testimony should be considered in conjunction with the

testimony of Mr. Kevin Mara on behalf of OPC.

11 have attached a more detailed description of my qualifications and regulatory appearances as my Exhibit
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C. Scope of the SPP Requests

PLEASE SUMMARIZE THE SPP REQUESTS.
In the aggregate, the four utilities seek authorization for programs and projects they
estimate will cost $25.323 billion over the next ten years (2023-2032), consisting of
$23.167 billion in capital expenditures and $2.156 billion in operation and maintenance
(“O&M™”) expense. The capital expenditures will have a growing and cumulative
ratemaking impact for the duration of the SPPs and beyond of 40 or more years over the
service lives of the plant assets. These amounts are in addition to the capital expenditures
and O&M expense expended in prior years and this year for storm hardening and storm
protection programs. The utilities also expect to seek authorization for additional amounts
in subsequent SPP updates beyond the ten years reflected in these proceedings.

The following tables provide a summary of the estimated SPP program

expenditures for each utility by year and in total for the ten-year period.

Florida Public Utilities Company
SPP Program Expenditures
$ Millions

SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 2.3 6.7 16.9 54.2 53.2 19.9 19.6 19.8 25.3 25.2 243.1

O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 19 1.9 20.0
Overall Total 3.7 8.3 18.7 57.2 56.1 21.8 21.4 21.6 27.2 27.1 263.1

Duke Energy Florida, LLC
SPP Program Expenditures

$ Millions
SPP Costs by Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 602.7 693.4 775.2 748.8 747.7 749.7 748.5 750.6 749.4 7516 | 7,317.5
0&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Owerall Total 674.8 770.5 854.1 826.9 826.7 8315 830.9 836.4 836.2 841.6| 8,129.5
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Tampa Electric Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 169.9 168.7 173.1 172.9 169.0 167.5 169.6 166.0 172.5 169.4 1,698.7
O&M Expense Total 31.0 34.0 33.7 35.2 36.3 37.7 39.6 41.2 43.1 45.3 377.1
Ovwerall Total 200.9 202.7 206.8 208.2 205.4 205.2 209.2 207.3 215.6 214.7 2,075.9
Florida Power & Light Company
SPP Program Expenditures
$ Millions
SPP Costs by Year
Total Company 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total| 1,458.9 1,559.5 1,520.4| 1,200.8 1,319.0 1,350.0 1,388.4 1,423.4 1,347.6 1,340.1 | 13,908.0
O&M Expense Total 86.0 86.7 88.0 88.2 94.1 100.3 99.8 100.5 100.9 101.5 946.2
Owerall Total 1,544.9 1,646.3 1,608.4 1,289.0 1,413.1 1,450.3 1,488.2 1,523.9 1,448.5 1,441.6 | 14,854.2

WHAT EFFECTS WILL THE REQUESTS HAVE ON CUSTOMER RATES?

The incremental effects on present customer rates will be significant as measured over

multiple ratemaking metrics, including SPP revenue requirements, net plant in service,

annual electric revenues, and cost per customer. The following table provides a summary

of the revenue requirements by utility and in the aggregate by year and in total for the ten-

year period.

Florida Public Utilities Company

SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 0.3 0.6 2.0 6.0 12.5 17.0 19.0 21.0 23.2 25.7 127.3
O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Ovwerall Total 1.7 2.2 3.9 9.0 15.4 18.9 20.8 22.8 25.1 27.6 147.3
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Duke Energy Florida, LLC
SPP Program Revenue Requirements
$ Millions
SPP Revenue
Requirements By
Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 77.3 144.2 217.9 303.3 378.5 451.1 522.2 590.7 657.8 722.1 4,065.2
0O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Ovwerall Total 149.4 221.3 296.8 381.4 457.5 533.0 604.7 676.5 744.6 812.1 4,877.2

Tampa Electric Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 17.2 35.8 53.8 72.3 91.4 109.8 127.9 145.5 163.0 180.0 996.6
O&M Expense Total 30.7 33.6 33.4 34.9 36.0 37.4 39.3 40.9 42.8 44.9 374.0
Overall Total 47.9 69.4 87.2 107.2 127.4 147.3 167.2 186.4 205.7 224.9 1,370.7

Florida Power & Light Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year Jurisdictional 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 332.9 509.3 685.9 836.6 971.5 1,112.3 1,254.0 1,396.5 1,533.2 1,661.6 [ 10,293.8
0O&M Expense Total 85.2 85.9 87.2 87.5 93.3 99.4 98.9 99.6 100.0 100.6 937.6
Ovwerall Total 418.0 595.2 773.2 924.1 1,064.8 1,211.7 1,352.9 1,496.1 1,633.2 1,762.2 [ 11,231.3

In addition to the revenue requirement effects of the proposed SPPs shown on the
preceding tables, the following tables compare other ratemaking metrics, including capital
expenditures compared to present net plant in service, increases in the revenue requirement
compared to present revenues, and the cost per customer. These metrics provide additional

context as to the magnitude and the impacts on customer rates.



863

Total 10-Year Projected Spend and Revenue Requirements
Compared to Total Net Plant in Senice and Revenues
Actual Results For the 12 Months Ended December 31, 2021
$ Millions
Projected
Net 10-Year Percentage SPP Revenue Percentage
Plant Proposed Increase 2021 Requirement Increase
In Capital in Net Electric In Year in
Senice Spend Plant Revenues 10 Revenues
FPL 44,891.0 13,908.0 31.0% 12,244.3 1,762.2 14.4%
Duke 16,946.5 7,317.5 43.2% 5,111.8 812.1 15.9%
TEC 7,215.5 1,698.7 23.5% 2,180.0 224.9 10.3%
FPUC 94.0 243.1 258.6% 83.7 27.6 33.0%
Total 69,147.0 23,167.4 33.5% 19,619.8 2,826.8 14.4%

Total 10-Year Projected SPP Investment Per Customer
Includes Capital and O&M Investment
Projected 10-Year
10-Year Investment
Total Per
Investment Customer
Customers $ Millions $
FPL 5,700,000 14,854.2 2,606
Duke 1,879,073 8,129.5 4,326
TEC 824,322 2,075.9 2,518
FPUC 32,993 263.1 7,976
Total 8,436,388 25,322.7 3,002

HOW DO THESE COSTS COMPARE TO THE BENEFITS FROM POTENTIAL
SAVINGS IN STORM DAMAGE AND RESTORATION COSTS?
The estimated costs are much greater than the benefits from potential savings for each

utility and for nearly all of the programs and projects, although FPUC and FPL did not,
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and refused to, provide quantifications of the benefits from potential savings in storm
damage and restoration costs.

The following table provides a summary of the costs and dollar benefits by utility
and in the aggregate by year and in total for the ten-year period and a fifty-year period. |
show $0 (“n/a”) in benefits for FPUC and FPL, consistent with their failure to quantify any

benefits from potential savings in storm damage and restoration costs.

Total 10-Year Projected SPP Costs and Benefits Summary
Includes Capital and O&M Investment
Projected Escalated Escalated
Projected Annual Awided Benefits Awoided Benefits
10-Year Awided Restoration to Costs Restoration to Costs
Total Restoration Costs Over Ratio Costs Owver Ratio
Investment Costs 10 Years 10 Years 50 Years 50 Years
$ Millions $ Millions $ Millions % $ Millions %
FPL 14,854.2 n/a n/a n/a n/a n/a
Duke 8,129.5 56.5 647.7 8% 6,373.0 78%
TEC 2,075.9 13.0 149.5 7% 1,470.6 71%
FPUC 263.1 n/a n/a n/a n/a n/a
Total 25,322.7 69.5 797.2 7,843.6
Note: Benefits Calculations Not Provided by FPL and FPUC.

WHY ARE THESE SUMMARIES AND COMPARISONS SIGNIFICANT IN
THESE PROCEEDINGS?

They provide context for the Commission in its review of the proposed SPPs, including the
sheer magnitude of the incremental capital expenditures and O&M expense and the rate

impacts of these costs, &
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autherized: They also demonstrate that the costs of the proposed SPP programs and

projects far outweigh the benefits from savings in storm damage and restoration costs.
The Commission also should keep in mind that the impact of the SPP programs is

yet another addition to the customer bill in an environment of high inflation, skyrocketing

natural gas prices and other base rate increases.

D. Summary of Conclusions and Recommendations

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.

Each utility’s proposed SPP capital expenditures, O&M expenses, increases in rate base,
and resulting increases in customer rates are significant. The SPP capital expenditures and
O&M expenses are incremental costs with incremental customer rate impacts. The
framework, scope, selection, ranking, magnitude, prudenee; and authorization to proceed
of the SPP programs and projects will be determined in these proceedings, not in the
subsequent SPPCRC proceeding. Therefore, the decision criteria, ratemaking principles,

and rate recovery of the SPP project costs are important factors in the decision making

process in this and the other SPP proceedings now pending.
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The Commission should apply rational and specific decision criteria to the
selection, ranking, and magnitude of the proposed programs and projects and apply those
decision criteria consistently to all four utilities in these proceedings. The decision criteria

should include justification in the form of a benefit/cost analysis in addition to the

qualitative assessments of whether the programs and projects will reduce restoration costs

and outage times. Fhe-economicjustifications-antmpertant-consideration-in-whetherthe

in—the—SPP—proeeedings; in contrast to whether the costs actually incurred during

implementation of the programs and projects were prudently incurred and reasonable,
which is determined in the SPPCRC proceeding.

In addition, the total multi-year customer rate impact can be considered only in the
SPP proceeding. The SPPCRC proceedings address the actual recovery and annual
customer rate impact only after the decision process in these SPP proceedings is complete,

projects are approved, and the SPP programs and projects are implemented.
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DECISION CRITERIA FOR THE RATIONAL SELECTION, RANKING, AND
MAGNITUDE OF SPP PROGRAMS AND PROJECTS

DESCRIBE THE FRAMEWORK FOR THE SELECTION AND RANKING OF
SPP PROGRAMS AND PROJECTS.

Section 366.96, Fla. Stat., and Rule 25-6.030, F.A.C., establish the required framework for
the utility’s SPP, including the utility’s identification of projects that are designed to reduce
outage restoration costs and outage times, information necessary to develop and apply
decision criteria for the selection, ranking, and magnitude of the SPP programs and costs,
estimates of the customer rate impacts, and parameters for recovery of the actual costs
incurred for the SPP projects offset by costs recovered through base rates and other clause
recoveries as well as savings in those costs.

The SPP framework provides important customer safeguards that should be
enforced to require the utility to: 1) identify new programs and projects or the expansion
of existing programs and projects that are not within the scope of its existing base rate
programs and cost recoveries in the normal course of business; 2) limit requests to
programs and projects that are prudent and reasonable; 3) justify the selections, rankings,
and magnitude of SPP programs, projects, and costs; 4) ensure there is a comparison of
benefits to costs; 5) effectively consider the rate impact on customers, and 6) ensure that
the utility only recovers incremental costs, net of decremental (avoided) costs or reductions

in costs (savings), through the SPPCRC.
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ARE THE SPP RULE AND THE SPPCRC RULE SEQUENTIAL AND
INTERRELATED?

Yes. Certain ratemaking determinations required pursuant to the SPPCRC Rule
necessarily start with an assessment of the SPP programs and projects that can only be
performed in the SPP proceeding, and then are confirmed and refined in the SPPCRC

proceeding for cost recovery purposes.

and-determine-the—magnitude—of-SPP—projects—The Commission also must determine

whether the Company has quantified the revenue requirement and customer rate impacts

2 § 366.96(8), Fla. Stat.; Rule 25.6.031(6)(a), F.A.C.
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in an accurate and comprehensive manner, although the final SPPCRC rate quantifications

will be performed in the SPPCRC proceeding.

ARE EACH OF THE UTILITIES’ PROPOSED SPP PROGRAMS AND
PROJECTS OUTSIDE THE SCOPE OF THE EXISTING BASE RATE

PROGRAMS AND COST RECOVERIES IN THE NORMAL COURSE OF

BUSINESS?
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ARE EACH OF FPL’s PROPOSED PROGRAMS AND PROJECTS PRUDENT

AND REASONABLE?

DID THE UTILITIES CONSISTENTLY APPLY A BENEFIT/COST ANALYSIS
TO DETERMINE THE SELECTION, RANKING, AND MAGNITUDE OF THE
SPP PROGRAMS?
No. The utilities used a variety of decision criteria, qualitative and quantitative, but none
of them relied on a benefit/cost analysis as a threshold decision criterion to qualify a
program or project for inclusion in its SPP. Nor were the decision criteria consistent among
the utilities or even among each utility’s SPP programs and projects.®

Neither FPUC nor FPL developed or relied on any benefit/cost analysis. Although
neither DEF nor Tampa developed or relied on benefit/cost analyses as a threshold decision
criterion to qualify their programs, they both used a form of benefit/cost analysis for the

ranking and the magnitude of their programs.

3 | have attached a brief summary of each utility’s decision criteria as my Exhibit LK-2.


bschultz
Cross-Out


=& B R B o o

[N
(6]

[E=N
[op}

& 8 B 8 & & %

Q.

873

WHY IS AN ECONOMIC JUSTIFICATION NECESSARY AS A THRESHOLD

DECISION CRITERION TO QUALIFY PROGRAMS OR PROJECTS FOR

INCLUSION IN THE SPP?

n-baserates-h-the-normal-course-ef-business: By its terms, the SPP Rule requires the
utility to address and undertake projects “to enhance the utility’s existing infrastructure for
the purpose of reducing restoration costs and outage times associated with extreme weather

conditions therefore improving overall service reliability.” Rule 25-6.030(2)(a), F.A.C.
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HOW SHOULD THE COMMISSION DETERMINE WHETHER THE PROPOSED

SPP PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?
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DOES THE SPP RULE REQUIRE THAT THE UTILITIES PROVIDE A
COMPARISON OF THE “COSTS” AND “BENEFITS” TO DETERMINE IF THE
PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

Yes. The SPP Rule requires the utility to provide “[a] comparison of the costs identified
in subparagraph (3)(d)3. and the benefits identified in subparagraph (3)(d)1.” Rule 25-
6.030(3)(d)4, F.A.C. The context and juxtaposition of the terms “costs” and “benefits”
strongly imply a comparison of dollar costs and dollar benefits, not a comparison of dollar
costs and qualitative benefits. The latter comparison provides no useful decision making
information because it does not provide a useful threshold decision criterion to qualify
programs and projects, does not provide a framework for ranking programs and projects,

and does not allow a rational quantitative basis for the magnitude of programs and projects.

DID EACH OF THE UTILITIES PROVIDE THE REQUIRED COMPARISON OF
THE “COSTS” AND “BENEFITS” IN THEIR SPP FILINGS OR IN RESPONSE
TO DISCOVERY?

No. FPUC and FPL provided no dollar quantifications of benefits in their SPP filings and
refused to provide any dollar quantifications in response to OPC discovery. FPUC claimed
that it had not quantified avoided cost savings benefits and stated that it did not rely on an
economic benefit cost criterion for the selection, ranking, or magnitude of its proposed
programs and projects. Both FPUC and FPL argued that the SPP Rule’s text requiring the
comparison of costs and benefits did not require the utilities to provide a dollar

quantification of the benefits, but instead required only that there had to be benefits, which
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they qualitatively described to meet the “objectives” and or “requirements” of the SPP
Rule.*

In contrast to FPUC and FPL, DEF and Tampa quantified expected dollar benefits
in their SPP filings based on their modeling results and provided additional detail on their
modeling and quantifications of the dollar benefits in response to OPC discovery.

DEF developed its benefit quantifications using a storm damage model developed by
Guidehouse. Tampa developed its benefit quantifications using a Storm Resilience Model,

which includes a Storm Impact Model, developed by 1898 & Co.

DOES FPL HAVE A STORM DAMAGE MODEL SIMILAR TO THE MODELS
THAT WERE USED BY DEF AND TAMPA TO CALCULATE DOLLAR
BENEFITS?
Yes. All four utilities have storm damage models that can be used to quantify the dollar
benefits of the SPP programs and projects. However, while DEF and Tampa used their
models for their SPPs; FPL and FPUC did not. FPL has developed a storm damage model
that it uses to estimate potential damage and restoration costs from hurricanes and tropical
storms. This model could be used to quantify the costs that could be avoided (dollar
benefits) due to its SPP programs and projects.

Regardless of whether FPL has a model that could have been used to calculate
dollar benefits, the fact is that FPL chose not to provide dollar benefits in its SPP filing and

refused to do so in response to OPC discovery.

4 FPL’s response to Interrogatory No. 14(a) in OPC’s Third Set of Interrogatories in Docket No. 20220051-

El. I have attached a copy of this response as my Exhibit LK-3.
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ARE ANY OF THE UTILITIES’ SPP PROGRAMS ECONOMICALLY
JUSTIFIED?

No. This is extremely problematic. None of the SPP programs has benefits that exceed
the costs. None of the utilities used a benefit/cost test to qualify its programs or projects,
although DEF and Tampa used a flawed form of a benefit/cost test to rank their programs

and projects and to determine the maximum expenditure levels for its programs.

IF THE SPP PROGRAMS ARE NOT ECONOMICALLY JUSTIFIED, CAN THE

PROGRAMS AND PROJECTS OR THE RELATED COSTS BE PRUDENT OR

REASONABLE?



bschultz
Cross-Out

bschultz
Cross-Out


e

tn

B R 8 & & %

WHAT ARE YOUR RECOMMENDATIONS?

878



bschultz
Cross-Out

bschultz
Cross-Out

bschultz
Cross-Out

bschultz
Cross-Out


R 8 6 & % & & K & B

879

METHODOLOGIES TO CALCULATE THE REVENUE REQUIREMENTS AND
CUSTOMER RATE IMPACTS
DID THE UTILITIES CONSISTENTLY CALCULATE THE REVENUE

REQUIREMENT EFFECTS OF THEIR SPP PROGRAMS?
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Q. DID FPL’S CALCULATIONS OF THE ESTIMATED REVENUE

REQUIREMENTS ALSO INCLUDE UNIQUE ERRORS THAT SHOULD BE

CORRECTED IN THESE PROCEEDINGS?

> Refer to the SPP revenue requirement calculations provided in FPL’s response to POD No. 1 in OPC’s First
Request for Production in Docket No. 20220051-El as an Excel attachment named “SPP — Annual Rev Req
Calculation.”
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IS ARETURN ON CWIP IN RATE BASE EXPLICITLY AUTHORIZED IN THE

STATUTE, SPP RULE, OR THE SPPCRC RULE?
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IS IT POSSIBLE TO LEGITIMATELY ASSESS WHETHER CWIP COSTS ARE

PRUDENT PRIOR TO THE COMPLETION OF CONSTRUCTION AND THE

CONVERSION OF THE CWIP TO PLANT IN SERVICE?

ARE THERE ALTERNATIVES TO A RETURN ON CWIP IN RATE BASE
INCLUDED IN THE REVENUE REQUIREMENT AND CUSTOMER IMPACTS
CONSISTENT WITH THE SUBSEQUENT CONSIDERATION OF PRUDENCE

AFTER THE CWIP HAS BEEN CONVERTED TO PLANT IN SERVICE?



bschultz
Cross-Out

bschultz
Cross-Out


883

WHY IS THE RETURN ON CWIP A CONCERN THAT NEEDS TO BE

ADDRESSED IN THESE PROCEEDINGS?

IS THERE A SIMILAR CONCERN WITH ANOTHER COST INCLUDED IN

RATE BASE BY TAMPA THAT SHOULD BE ADDRESSED FOR ALL FOUR

UTILITIES?
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Q. DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes.
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1 EXAM NATI ON

2 BY MR REHW NKEL:

3 Q Hel | o agai n.
4 A Good afternoon.
5 Q M. Kollen, could you state your nanme and

6 business address for the record for Docket 22 --

7 20220050, please?

8 A Yes. M nane is Lane Kollen. M/ business

9 address is J. Kennedy and Associ ates, |ncorporated, 570

10 Col onial Park Drive, Suite 305, Roswell, Georgia, 30075.

11 Q Thank you. And were you sworn previously?
12 A Yes.

13 Q And on whose behalf are you testifying here
14  today?

15 A On behal f of the Ofice of Public Counsel.
16 Q Did you originally cause to be filed direct

17 testinony of sonme 28 pages to this docket?

18 A Yes.

19 Q And you are aware that the Commi ssion has

20 stricken a portion of your testinony through O der

21  2022-0292?

22 A Yes.

23 Q kay. For the portion of your testinony that
24 was not subject to the order striking testinony, do you

25 have any changes or corrections to that testinony?

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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2 Q Ckay. If | asked you the questions contained
3 in the non-stricken portion of your testinony today,

4 would your answers be the sane?

5 A Yes.

6 MR, REHW NKEL: M. Chairman, | would ask that
7 the portion of M. Kollen's direct testinony in

8 this docket that were not subject to being stricken
9 be entered into the record as though read.

10 CHAI RMAN FAY: Show it entered.

11 MR, REHW NKEL: Thank you.

12 (Wher eupon, prefiled direct testinony of Lane

13 Kol len in Docket No. 20220050 was inserted.)
14
15
16
17
18
19
20
21
22
23
24

25

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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I. QUALIFICATIONS AND SUMMARY

Qualifications

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

(“Kennedy and Associates™), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 30075.

DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

I earned a Bachelor of Business Administration (“BBA”) degree in accounting and a
Master of Business Administration (“MBA”) degree from the University of Toledo. I also
earned a Master of Arts (“MA”) degree in theology from Luther Rice College & Seminary.
Iam a Certified Public Accountant (“CPA”), with a practice license, Certified Management
Accountant (“CMA”), and Chartered Global Management Accountant (“CGMA”). Iam a
member of numerous professional organizations, including the American Institute of
Certified Public Accountants, Institute of Management Accounting, Georgia Society of
CPAs, and Society of Depreciation Professionals.

I have been an active participant in the utility industry for more than forty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and thereafter
as a consultant in the industry since 1983. [ have testified as an expert witness on hundreds
of occasions in proceedings before regulatory commissions and courts at the federal and
state levels. In those proceedings, I have addressed ratemaking, accounting, finance, tax,
and planning issues, among others.

I have testified before the Florida Public Service Commission on numerous

occasions, including base rate, fuel adjustment clause, acquisition, and territorial
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proceedings involving Florida Power & Light Company (“FPL”), Duke Energy Florida

(“DEF”), Talquin Electric Cooperative, City of Tallahassee, and City of Vero Beach.!

Purpose of Testimony

ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

I am providing this testimony on behalf of the Florida Office of Public Counsel (“OPC”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address and make recommendations regarding the
proposed Storm Protection Plans (“SPP”) filed by Florida Public Utilities Company
(“FPUC”), Duke Energy Florida, LLC (“DEF”"), Tampa Electric Company (“Tampa”), and
Florida Power and Light Company (“FPL”) (collectively, the “utilities”). In this testimony,

I specifically address the SPP filing for DEF.
.
.|
.|
ms— I - 25-
6.030, Florida Administrative Code (“SPP Rule”), and Rule 25-6.031, F.A.C. (“SPPCRC
Rule”) to the extent that the outcome of these proceedings will affect the cost recoveries in
the Storm Protection Plan Cost Recovery Clause (“SPPCRC”) proceedings pursuant to the
SPPCRC Rule. My testimony should be considered in conjunction with the testimony of

Witness Kevin Mara on behalf of OPC, subject an exception set forth in Paragraph 4 of the

2021 settlement agreement approved in Order No. PSC-2021-0202A-AS-EI that addresses

LK-I.

'T have attached a more detailed description of my qualifications and regulatory appearances as my Exhibit
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the recovery of certain SPP costs in 2023 and 2024. I do not recommend the exclusion of
such programs or costs from recovery for the years 2023 and 2024, to the extent they are
subject to the exception set forth in Paragraph 4 of the 2021 settlement agreement approved

in Order No. PSC-2021-0202A-AS-E1.?

C. Scope of The SPP Requests

PLEASE SUMMARIZE THE SPP REQUESTS.
In the aggregate, the four utilities seek authorization for programs and projects they
estimate will cost $25.323 billion over the next ten years (2023-2032), consisting of
$23.167 billion in capital expenditures and $2.156 billion in operation and maintenance
(“O&M”) expense. The capital expenditures will have a growing and cumulative
ratemaking impact for the duration of the SPPs and beyond of 40 or more years over the
service lives of the plant assets. These amounts are in addition to the capital expenditures
and O&M expense expended in prior years and this year for storm hardening and storm
protection programs. The utilities also expect to seek authorization for additional amounts
in subsequent SPP updates beyond the ten years reflected in these proceedings.

The following table provides a summary of the estimated SPP program

expenditures for each utility by year and in total for the ten-year period.

2 Specifically, my testimony wherein 1 recommend rejection of programs or projects or costs under the
heading of “Does not comply with 25-6.030” as shown in the table on page 13 of Mr. Mara’s amended direct
testimony does not apply to the costs and should not be considered where they conflict with the provisions of this
order for the years 2023 and 2024.
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Florida Public Utilities Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 2.3 6.7 16.9 542 53.2 19.9 19.6 19.8 25.3 25.2 243.1
0O&M Expense Total 1.4 16 1.9 30 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Overall Total 3.7 83 18.7 57 2 56.1 21.8 21.4 21.6 27.2 27.1 263.1
Duke Energy Florida, LLC
SPP Program Expenditures
$ Millions
SPP Costs by Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 602.7 693.4 775.2 748.8 747.7 749.7 748.5 750.6 749.4 751.6 7,317.5
O&M Expense Total 72.1 77.1 79.0 78.1 790 81.8 82.4 85.8 86.8 90.0 812.0
Owerall Total 674.8 770.5 854.1 826.9 826.7 831.5 830.9 836.4 836.2 841.6 8,129.5
Tampa Electric Company
SPP Program Expenditures
$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 169.9 168.7 173.1 172.9 169.0 167.5 169.6 166.0 172.5 169.4 1,698.7
O&M Expense Total 31.0 34.0 33.7 35.2 36.3 37.7 39.6 41.2 43.1 45.3 377.1
Owerall Total 200.9 202.7 206.8 208.2 205.4 205.2 209.2 207.3 215.6 214.7 2,075.9
Florida Power & Light Company
SPP Program Expenditures
$ Millions
SPP Costs by Year
Total Company 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total| 1,458 9 1,559.5 1,520.4 1,200.8 1,319.0 1,350.0 1,388.4 1,423.4 1,347.6 1,340.1 | 13,908.0
0O&M Expense Total 86 0 86.7 88.0 88.2 94.1 100.3 99.8 100.5 100.9 101.5 946.2
Owerall Total| 1,544 9 1,646.3 1,608.4 1,289.0 1,413.1 1,450.3 1,488.2 1,523.9 1,448.5 1,441.6 | 14,854.2

WHAT EFFECTS WILL THE REQUESTS HAVE ON CUSTOMER RATES?
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The incremental effects on present customer rates will be significant as measured over
multiple ratemaking metrics, including SPP revenue requirements, net plant in service,
annual electric revenues, and cost per customer. The following table provides a summary
of the revenue requirements by utility and in the aggregate by year and in total for the ten-

year period.

Florida Public Utilities Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 0.3 0.6 2.0 6.0 12.5 17.0 19.0 210 23.2 25.7 127 3
O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 18 1.9 1.9 200
Overall Total 1.7 2.2 3.9 9.0 15.4 18.9 20.8 2238 25.1 27.6 1473

Duke Energy Florida, LLC
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 77.3 144.2 217.9 303.3 378.5 451.1 522.2 590.7 657 8 722.1 4,065.2
O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Ovwerall Total 149.4 221.3 296.8 381.4 457.5 533.0 604.7 676.5 744 6 812.1 4,877.2

Tampa Electric Company
SPP Program Revenue Requirements
$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 17.2 35.8 53.8 72.3 91.4 109 8 127.9 145.5 163.0 180.0 996.6
O&M Expense Total 30.7 33.6 33.4 34.9 36.0 37.4 39.3 40.9 42.8 44.9 374.0
Ovwerall Total 47.9 69.4 87.2 107.2 127.4 147 3 167.2 186.4 205.7 224.9 1,370.7
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Florida Power & Light Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year Jurisdictional 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 332.9 509.3 685.9 836.6 971.5 1,112.3 1,254.0 1,396 5 1,533.2 1,661.6 [ 10,293.8
0O&M Expense Total 85.2 85.9 87.2 87.5 93.3 99.4 98.9 99 6 100.0 100.6 937.6
Ovwerall Total 418.0 595.2 773.2 924.1 1,064.8 1,211.7 1,352.9 1,496.1 1,633.2 1,762.2 | 11,231.3

In addition to the revenue requirement effects of the proposed SPPs shown on the

preceding tables, the following tables compare other ratemaking metrics, including capital

expenditures compared to present net plant in service, increases in the revenue requirement

compared to present revenues, and the cost per customer. These metrics provide additional

context as to the magnitude and the impacts on customer rates.

Total 10-Year Projected Spend and Revenue Requirements
Compared to Total Net Plant in Senice and Revenues
Actual Results For the 12 Months Ended December 31, 2021
$ Millions
Projected
Net 10-Year Percentage SPP Rewvenue Percentage
Plant Proposed Increase 2021 Requirement Increase
In Capital in Net Electric In Year in
Senice Spend Plant Revenues 10 Revenues
FPL 44,891.0 13,908.0 31.0% 12,244.3 1,762.2 14.4%
Duke 16,946.5 7,317.5 43.2% 5,111.8 812.1 15.9%
TEC 7,215.5 1,698.7 23.5% 2,180.0 224.9 10.3%
FPUC 94.0 243.1 258.6% 83.7 27.6 33.0%
Total 69,147.0 23,167.4 33.5% 19,619.8 2,826.8 14.4%
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Total 10-Year Projected SPP Investment Per Customer
Includes Capital and O&M Investment

Projected 10-Year
10-Year Investment
Total Per
Investment Customer
Customers $ Millions $
FPL 5,700,000 14,854.2 2,606
Duke 1,879,073 8,129.5 4,326
TEC 824,322 2,075.9 2,518
FPUC 32,993 263.1 7,976
Total 8,436,388 25,322.7 3,002

895

HOW DO THESE COSTS COMPARE TO THE BENEFITS FROM POTENTIAL

SAVINGS IN STORM DAMAGE AND RESTORATION COSTS?

The estimated costs are much greater than the benefits from potential savings for each

utility and for nearly all of the programs and projects, although FPUC and FPL did not,

and refused to, provide quantifications of the benefits from potential savings in storm

damage and restoration costs.

The following table provides a summary of the costs and dollar benefits by utility

and in the aggregate by year and in total for the ten-year period and a fifty-year period. I

show $0 (“n/a”) in benefits for FPUC and FPL, consistent with their failure to quantify any

benefits from potential savings in storm damage and restoration costs.
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Total 10-Year Projected SPP Costs and Benefits Summary
Includes Capital and O&M Investment
Projected Escalated Escalated
Projected Annual Awided Benefits Awided Benefits
10-Year Awided Restoration to Costs Restoration to Costs
Total Restoration Costs Ower Ratio Costs Ower Ratio
Investment Costs 10 Years 10 Years 50 Years 50 Years
$ Millions $ Millions $ Millions % $ Millions %
FPL 14,854.2 n/a n/a n/a n/a n/a
Duke 8,129.5 56.5 647.7 8% 6,373.0 78%
TEC 2,075.9 13.0 149.5 7% 1,470.6 71%
FPUC 263.1 n/a n/a n/a n/a n/a
Total 25,322.7 69.5 797.2 7,843.6
Note: Benefits Calculations Not Provided by FPL and FPUC.

WHY ARE THESE SUMMARIES AND COMPARISONS SIGNIFICANT IN
THESE PROCEEDINGS?
They provide context for the Commission in its review of the proposed SPPs, including the

sheer magnitude of the incremental capital expenditures and O&M expense and the rate

- They also demonstrate that the costs of the proposed SPP programs and

projects far outweigh the benefits from savings in storm damage and restoration costs.
The Commission also should keep in mind that the impact of the SPP programs is

yet another addition to the customer bill in an environment of high inflation, skyrocketing

natural gas prices and other base rate increases.

Summary of Conclusions and Recommendations

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.
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Each utility’s proposed SPP capital expenditures, O&M expenses, increases in rate base,
and resulting increases in customer rates are significant. The SPP capital expenditures and
O&M expenses are incremental costs with incremental customer rate impacts. The
framework, scope, selection, ranking, magnitude, -, and authorization to proceed
with the SPP programs and projects will be determined in these proceedings, not in the
subsequent SPPCRC proceeding. Therefore, the decision criteria, ratemaking principles,
and rate recovery of the SPP project costs are important factors in the decision making

process in this and the other SPP proceedings now pending.

The Commission should apply rational and specific decision criteria to the
selection, ranking, and magnitude of the proposed programs and projects and apply those
decision criteria consistently to all four utilities in these proceedings. The decision criteria
should include justification in the form of a benefit/cost analysis in addition to the

qualitative assessments of whether the programs and projects will reduce restoration costs

and outage times.

in contrast to whether the costs actually incurred during
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implementation of the programs and projects were prudently incurred and reasonable,
which is determined in the SPPCRC proceeding.

In addition, the total multi-year customer rate impact can be considered only in the
SPP proceeding. The SPPCRC proceedings address the actual recovery and annual
customer rate impact only after the decision process in these SPP proceedings is complete,

projects are approved, and the SPP programs and projects are implemented.

10
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to Paragraph 4 in the settlement agreement approved by the Commission in Order No.2021-
0202A-AS-EI.  Specifically, I do not recommend that the Commission reject programs,
projects, or costs under the heading of “Does not comply with 25-6.030” as shown in the
table on page 13 of Mr. Mara’s amended direct testimony that are subject to this exception.

I note throughout my testimony where this exception applies.

, subject
to the exception for the years 2023 and 2024 pursuant to the 2021 settlement agreement

approved in Order No. PSC-2021-0202A-AS-EI.

11
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DECISION CRITERIA FOR THE RATIONAL SELECTION, RANKING, AND
MAGNITUDE OF SPP PROGRAMS AND PROJECTS

DESCRIBE THE FRAMEWORK FOR THE SELECTION AND RANKING OF
SPP PROGRAMS AND PROJECTS.

Section 366.96, Fla. Stat., and Rule 25-6.030, F.A.C., establish the required framework for
the utility’s SPP, including the utility’s identification of projects that are designed to reduce
outage restoration costs and outage times, information necessary to develop and apply
decision criteria for the selection, ranking, and magnitude of the SPP programs and costs,
estimates of the customer rate impacts, and parameters for recovery of the actual costs
incurred for the SPP projects offset by costs recovered through base rates and other clause
recoveries as well as savings in those costs.

The SPP framework provides important customer safeguards that should be
enforced to require the utility to: 1) identify new programs and projects or the expansion
of existing programs and projects that are not within the scope of its existing base rate
programs and cost recoveries in the normal course of business; 2) limit requests to
programs and projects that are prudent and reasonable; 3) justify the selections, rankings,
and magnitude of SPP programs, projects, and costs; 4) ensure there is a comparison of
benefits to costs; 5) effectively consider the rate impact on customers, and 6) ensure that
the utility only recovers incremental costs, net of decremental (avoided) costs or reductions

in costs (savings), through the SPPCRC.

[a—
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ARE THE SPP RULE AND THE SPPCRC RULE SEQUENTIAL AND
INTERRELATED?

Yes. Certain ratemaking determinations required pursuant to the SPPCRC Rule necessarily
start with an assessment of the SPP programs and projects that can only be performed in
the SPP proceeding, and then are confirmed and refined in the SPPCRC proceeding for

COSt recovery purposes.

The Commission also must determine
whether the Company has quantified the revenue requirement and customer rate impacts
in an accurate and comprehensive manner, although the final SPPCRC rate quantifications

will be performed in the SPPCRC proceeding.

3 Section 366.96(8), Fla. Stat.; Rule 25-6.031(6)(a), F.A.C.

14
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ARE EACH OF THE UTILITIES® PROPOSED SPP PROGRAMS AND

PROJECTS OUTSIDE THE SCOPE OF THE EXISTING BASE RATE

PROGRAMS AND COST RECOVERIES IN THE NORMAL COURSE OF

BUSINESS?

addressed in Paragraph 4 of the 2021 settlement

agreement approved in Order No. PSC-2021-0202A-AS-EL

* As I noted previously in my testimony, I address the principles and costs that are included by DEF in its

SPP, subject to the limited exception for certain costs addressed in Paragraph 4 of the 2021 settlement agreement
approved by the Commission in Order No.2021-0202A-AS-EL

15
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ARE EACH OF DEF’S PROPOSED PROGRAMS AND PROJECTS PRUDENT

AND REASONABLE?

DID THE UTILITIES CONSISTENTLY APPLY A BENEFIT/COST ANALYSIS
TO DETERMINE THE SELECTION, RANKING, AND MAGNITUDE OF THE
SPP PROGRAMS?
No. The utilities used a variety of decision criteria, qualitative and quantitative, but none
of them relied on a benefit/cost analysis as a threshold decision criterion to qualify a
program or project for inclusion in its SPP. Nor were the decision criteria consistent among
the utilities or even among each utility’s SPP programs and projects.°

Neither FPUC nor FPL developed or relied on any benefit/cost analysis. Although
neither DEF nor Tampa developed or relied on benefit/cost analyses as a threshold decision
criterion to qualify their programs, they both used a form of benefit/cost analysis for the
ranking and the magnitude of their programs.

However, the DEF and Tampa forms of benefit/cost analysis were flawed and used

to calculate excessive dollar benefits by including the societal value of customer

> As I noted previously in my testimony, I address the principles and costs that are included by DEF in its

SPP, subject to the limited exception for certain costs addressed in Paragraph 4 of the 2021 settlement agreement
approved by the Commission in Order No.2021-0202A-AS-EI.

T have attached a brief summary of each utility’s decision criteria as my Exhibit LK-2.

16
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interruptions in addition to their estimates of avoided damages and restoration costs. The
societal value of customer interruptions is a highly subjective quantitative measure based
on interpretations of a range of customer survey results. The societal value of customer
interruptions is not a cost that actually is incurred or avoided by the utility or customer and
should be excluded from the justification of SPP programs and projects using benefit cost
analyses.

In addition, DEF included the avoided future cost of replacing an asset that was
replaced pursuant to the SPP programs as a capital cost savings in its benefit/cost analyses.
This is nothing more than legerdemain, a tactful term for the magical assertion that a capital
expenditure incurred for an SPP program results in future capital expenditure savings in a
base rate program. There are no savings in capital expenditures. When these fantastical
savings are properly removed from DEF’s benefit/cost analyses, none of its programs or

projects are economic.’

WHY IS AN ECONOMIC JUSTIFICATION NECESSARY AS A THRESHOLD
DECISION CRITERION TO QUALIFY PROGRAMS OR PROJECTS FOR

INCLUSION IN THE SPP?

7 As I noted previously in my testimony, I address the principles and costs that are included by DEF in its

SPP, subject to the limited exception for certain costs addressed in Paragraph 4 of the 2021 settlement agreement
approved by the Commission in Order No.2021-0202A-AS-EI.

17
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By its terms, the SPP Rule requires the
utility to address and undertake projects “to enhance the utility’s existing infrastructure for
the purpose of reducing restoration costs and outage times associated with extreme weather

conditions therefore improving overall service reliability.” Rule 25-6.030(2)(a), F.A.C.
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HOW SHOULD THE COMMISSION DETERMINE WHETHER THE PROPOSED

SPP PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

DOES THE SPP RULE REQUIRE THAT THE UTILITIES PROVIDE A
COMPARISON OF THE “COSTS” AND “BENEFITS” TO DETERMINE IF THE
PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

Yes. The SPP Rule requires the utility to provide “[a] comparison of the costs identified
in subparagraph (3)(d)3. and the benefits identified in subparagraph (3)(d)1.” Rule 25-
6.030(3)(d)4., F.A.C. The context and juxtaposition of the terms “costs” and “benefits”
strongly imply a comparison of dollar costs and dollar benefits, not a comparison of dollar
costs and qualitative benefits. The latter comparison provides no useful decision making

information because it does not provide a useful threshold decision criterion to qualify

19
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programs and projects, does not provide a framework for ranking programs and projects,
and does not allow a rational quantitative basis for the magnitude of programs and projects

that may be included.

DID EACH OF THE UTILITIES PROVIDE THE REQUIRED COMPARISON OF
THE “COSTS” AND “BENEFITS” IN THEIR SPP FILINGS OR IN RESPONSE
TO DISCOVERY?

No. FPUC and FPL provided no dollar quantifications of benefits in their SPP filings and
refused to provide any dollar quantifications in response to OPC discovery. FPUC claimed
that it had not quantified avoided cost savings benefits and stated that it did not rely on an
economic benefit cost criterion for the selection, ranking, or magnitude of its proposed
programs and projects. Both FPUC and FPL argued that the SPP Rule’s text requiring the
comparison of costs and benefits did not require the utilities to provide a dollar
quantification of the benefits, but instead required only that there had to be benefits, which
they qualitatively described to meet the “objectives” and or “requirements” of the SPP
Rule.

In contrast to FPUC and FPL, DEF and Tampa quantified expected dollar benefits
in their SPP filings based on their modeling results and provided additional detail on their
modeling and quantifications of the dollar benefits in response to OPC discovery. DEF
developed its benefit quantifications using a storm damage model developed by
Guidehouse. Tampa developed its benefit quantifications using a Storm Resilience Model,

which includes a Storm Impact Model, developed by 1898 & Co.

ARE ANY OF UTILITIES’ SPP PROGRAMS ECONOMICALLY JUSTIFIED?

20
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No. This is extremely problematic. None of the SPP programs has benefits that exceed
the costs. None of the utilities used a benefit/cost test to qualify its programs or projects,
although DEF and Tampa used a flawed form of a benefit/cost test to rank their programs

and projects and to determine the maximum expenditure levels for its programs.

PROGRAMS AND PROJECTS OR THE RELATED COSTS BE PRUDENT OR

REASONABLE?
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WHAT ARE YOUR RECOMMENDATIONS?

w2
c
g
%)
Q
Q
-
@)
-+
=
o

exception for DEF set forth in Paragraph 4 of the 2021 Settlement agreement approved in

Order No. PSC-2021-0202A-AS-EI

subject to the exception for DEF set forth in Paragraph 4

of the 2021 Settlement agreement approved in Order No. PSC-2021-0202A-AS-EL

5

DEF set forth in Paragraph 4 of the 2021 Settlement agreement approved in Order No.

PSC-2021-0202A-AS-EIL

22
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III. METHODOLOGIES TO CALCULATE THE REVENUE REQUIREMENTS
AND CUSTOMER RATE IMPACTS

Q. DID THE UTILITIES CONSISTENTLY CALCULATE THE REVENUE

REQUIREMENT EFFECTS OF THEIR SPP PROGRAMS?

8 Subject to the exception set forth in Paragraph 4 of the 2021 settlement agreement approved in Order No.
PSC-2021-0202A-AS-El,
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DID DEF’S CALCULATIONS OF THE ESTIMATED REVENUE
REQUIREMENTS ALSO INCLUDE UNIQUE ERRORS THAT SHOULD BE

CORRECTED IN THESE PROCEEDINGS?

Yes. DEF had several unique errors in its calculations of the SPP revenue requirements
and customer rate impact. DEF improperly calculated depreciation expense on CWIP at
the end of the prior year, but also failed to calculate depreciation expense on current year

9

plant additions.” DEF improperly calculated property tax expense on the average of the

net plant in service and CWIP balance in the current year instead of on the beginning

° DEF’s response to Interrogatory No. 58 in OPC’s Second Set of Interrogatories in Docket No. 20220050-

EI. Thave attached a copy of this response as my Exhibit LK-3. Refer also to the SPP revenue requirement calculations
provided in DEF’s response to POD No. 1 in OPC’s First Request for Production in Docket No. 20220050-EI as an
Excel attachment named “Q1 Rule 25-6030 - Rev Req & 3 yr Rate Impacts BLM-1 Support File-POD 1.”

24
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balance of net plant in service in the current year.'® These errors should be considered and

corrected in this SPP proceeding and in the SPPCRC proceeding.

DID THE UTILITIES ALL INCLUDE CWIP IN RATE BASE?
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STATUTE, SPP RULE, OR THE SPPCRC RULE?

10 DEF’s response to Interrogatory No. 60 in OPC’s Second Set of Interrogatories in Docket No. 20220050-
EIL Thave attached a copy of this response as my Exhibit LK-4. Refer also to the SPP revenue requirement calculations
provided in DEF’s response to POD No. 1 in OPC’s First Request for Production in Docket No. 20220050-EI as an

Excel attachment named “Q1 Rule 25-6030 - Rev Req & 3 yr Rate Impacts BLM-1 Support File-POD 1.”
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IS IT POSSIBLE TO LEGITIMATELY ASSESS WHETHER CWIP COSTS ARE

PRUDENT PRIOR TO THE COMPLETION OF CONSTRUCTION AND THE

CONVERSION OF THE CWIP TO PLANT IN SERVICE?

ARE THERE ALTERNATIVES TO A RETURN ON CWIP IN RATE BASE
INCLUDED IN THE REVENUE REQUIREMENT AND CUSTOMER IMPACTS
CONSISTENT WITH THE SUBSEQUENT CONSIDERATION OF PRUDENCE

AFTER THE CWIP HAS BEEN CONVERTED TO PLANT IN SERVICE?

26
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WHY IS THE RETURN ON CWIP A CONCERN THAT NEEDS TO BE

ADDRESSED IN THESE PROCEEDINGS?

UTILITIES?

27



916

DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes.
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1 BY MR REHW NKEL:
2 Q As a part of your testinony, did you provide
3 four exhibits identified in the CEL as Exhibits 20
4  through 23?
5 A Yes.
6 Q Did you have any changes or corrections to
7 those exhibits?
8 A No.
9 Q M. Kollen, with respect to the testinony,
10 portion of your testinony that was stricken, do you
11  have, for purposes of proffer, do you have any of
12 changes or corrections to that testinony?
13 A No.
14 Q If | asked you the questions contained in that
15 portion of your testinony today, would your answers be
16 the sane?
17 A Yes.
18 MR. REHW NKEL: M. Chairman, | would -- the
19 Publi ¢ Counsel would proffer the stricken portion
20 of M. Kollen's direct testinony for the record.
21 CHAI RMAN FAY: Show it proffered.
22 MR. REHW NKEL: Thank you.
23 (Wher eupon, prefiled direct proffered
24 testinony of Lane Kollen in Docket No. 20220050 was
25 inserted.)
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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I. QUALIFICATIONS AND SUMMARY

Qualifications

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

(“Kennedy and Associates™), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 30075.

DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

I earned a Bachelor of Business Administration (“BBA”) degree in accounting and a
Master of Business Administration (“MBA”) degree from the University of Toledo. I also
earned a Master of Arts (“MA”) degree in theology from Luther Rice College & Seminary.
Iam a Certified Public Accountant (“CPA”), with a practice license, Certified Management
Accountant (“CMA”), and Chartered Global Management Accountant (“CGMA”). Iam a
member of numerous professional organizations, including the American Institute of
Certified Public Accountants, Institute of Management Accounting, Georgia Society of
CPAs, and Society of Depreciation Professionals.

I have been an active participant in the utility industry for more than forty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and thereafter
as a consultant in the industry since 1983. [ have testified as an expert witness on hundreds
of occasions in proceedings before regulatory commissions and courts at the federal and
state levels. In those proceedings, I have addressed ratemaking, accounting, finance, tax,
and planning issues, among others.

I have testified before the Florida Public Service Commission on numerous

occasions, including base rate, fuel adjustment clause, acquisition, and territorial
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proceedings involving Florida Power & Light Company (“FPL”), Duke Energy Florida

(“DEF”), Talquin Electric Cooperative, City of Tallahassee, and City of Vero Beach.!

Purpose of Testimony

ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

I am providing this testimony on behalf of the Florida Office of Public Counsel (“OPC”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address and make recommendations regarding the
proposed Storm Protection Plans (“SPP”) filed by Florida Public Utilities Company
(“FPUC”), Duke Energy Florida, LLC (“DEF”"), Tampa Electric Company (“Tampa”), and
Florida Power and Light Company (“FPL”) (collectively, the “utilities”). In this testimony,

I specifically address the SPP filing for DEF.

366:96;, Florida-Statutes; Storm-Protection Plan Cost Recovery (“SPP-Statute); Rule 25-

6.030, Florida Administrative Code (“SPP Rule”), and Rule 25-6.031, F.A.C. (“SPPCRC

Rule”) to the extent that the outcome of these proceedings will affect the cost recoveries in
the Storm Protection Plan Cost Recovery Clause (“SPPCRC”) proceedings pursuant to the
SPPCRC Rule. My testimony should be considered in conjunction with the testimony of
Witness Kevin Mara on behalf of OPC, subject an exception set forth in Paragraph 4 of the

2021 settlement agreement approved in Order No. PSC-2021-0202A-AS-EI that addresses

LK-1.

'T have attached a more detailed description of my qualifications and regulatory appearances as my Exhibit
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the recovery of certain SPP costs in 2023 and 2024. I do not recommend the exclusion of
such programs or costs from recovery for the years 2023 and 2024, to the extent they are
subject to the exception set forth in Paragraph 4 of the 2021 settlement agreement approved

in Order No. PSC-2021-0202A-AS-E1.?

Scope of The SPP Requests

PLEASE SUMMARIZE THE SPP REQUESTS.
In the aggregate, the four utilities seek authorization for programs and projects they
estimate will cost $25.323 billion over the next ten years (2023-2032), consisting of
$23.167 billion in capital expenditures and $2.156 billion in operation and maintenance
(“O&M”) expense. The capital expenditures will have a growing and cumulative
ratemaking impact for the duration of the SPPs and beyond of 40 or more years over the
service lives of the plant assets. These amounts are in addition to the capital expenditures
and O&M expense expended in prior years and this year for storm hardening and storm
protection programs. The utilities also expect to seek authorization for additional amounts
in subsequent SPP updates beyond the ten years reflected in these proceedings.

The following table provides a summary of the estimated SPP program

expenditures for each utility by year and in total for the ten-year period.

2 Specifically, my testimony wherein 1 recommend rejection of programs or projects or costs under the

heading of “Does not comply with 25-6.030” as shown in the table on page 13 of Mr. Mara’s amended direct
testimony does not apply to the costs and should not be considered where they conflict with the provisions of this
order for the years 2023 and 2024.
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Florida Public Utilities Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 2.3 6.7 16.9 54.2 53.2 19.9 19.6 19.8 25.3 25.2 243.1
0O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Overall Total 3.7 8.3 18.7 57.2 56.1 21.8 21.4 21.6 27.2 27.1 263.1
Duke Energy Florida, LLC
SPP Program Expenditures
$ Millions
SPP Costs by Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 602.7 693.4 775.2 748.8 747.7 749.7 748.5 750.6 749.4 751.6 7,317.5
O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Owerall Total 674.8 770.5 854.1 826.9 826.7 831.5 830.9 836.4 836.2 841.6 8,129.5
Tampa Electric Company
SPP Program Expenditures
$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 169.9 168.7 173.1 172.9 169.0 167.5 169.6 166.0 172.5 169.4 1,698.7
O&M Expense Total 31.0 34.0 33.7 35.2 36.3 37.7 39.6 41.2 43.1 45.3 377.1
Owerall Total 200.9 202.7 206.8 208.2 205.4 205.2 209.2 207.3 215.6 214.7 2,075.9
Florida Power & Light Company
SPP Program Expenditures
$ Millions
SPP Costs by Year
Total Company 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total| 1,458.9 1,559.5 1,520.4 1,200.8 1,319.0 1,350.0 1,388.4 1,423.4 1,347.6 1,340.1 | 13,908.0
0O&M Expense Total 86.0 86.7 88.0 88.2 94.1 100.3 99.8 100.5 100.9 101.5 946.2
Owerall Total| 1,544.9 1,646.3 1,608.4 1,289.0 1,413.1 1,450.3 1,488.2 1,523.9 1,448.5 1,441.6 | 14,854.2

WHAT EFFECTS WILL THE REQUESTS HAVE ON CUSTOMER RATES?
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The incremental effects on present customer rates will be significant as measured over
multiple ratemaking metrics, including SPP revenue requirements, net plant in service,
annual electric revenues, and cost per customer. The following table provides a summary
of the revenue requirements by utility and in the aggregate by year and in total for the ten-

year period.

Florida Public Utilities Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 0.3 0.6 2.0 6.0 12.5 17.0 19.0 21.0 23.2 25.7 127.3
O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Overall Total 1.7 2.2 3.9 9.0 15.4 18.9 20.8 22.8 25.1 27.6 147.3

Duke Energy Florida, LLC
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 77.3 144.2 217.9 303.3 378.5 451.1 522.2 590.7 657.8 722.1 4,065.2
O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Ovwerall Total 149.4 221.3 296.8 381.4 457.5 533.0 604.7 676.5 744.6 812.1 4,877.2

Tampa Electric Company
SPP Program Revenue Requirements
$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 17.2 35.8 53.8 72.3 91.4 109.8 127.9 145.5 163.0 180.0 996.6
O&M Expense Total 30.7 33.6 33.4 34.9 36.0 37.4 39.3 40.9 42.8 44.9 374.0
Ovwerall Total 47.9 69.4 87.2 107.2 127.4 147.3 167.2 186.4 205.7 224.9 1,370.7
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Florida Power & Light Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year Jurisdictional 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 332.9 509.3 685.9 836.6 971.5 1,112.3 1,254.0 1,396.5 1,533.2 1,661.6 [ 10,293.8
0O&M Expense Total 85.2 85.9 87.2 87.5 93.3 99.4 98.9 99.6 100.0 100.6 937.6
Ovwerall Total 418.0 595.2 773.2 924.1 1,064.8 1,211.7 1,352.9 1,496.1 1,633.2 1,762.2 | 11,231.3

In addition to the revenue requirement effects of the proposed SPPs shown on the

preceding tables, the following tables compare other ratemaking metrics, including capital

expenditures compared to present net plant in service, increases in the revenue requirement

compared to present revenues, and the cost per customer. These metrics provide additional

context as to the magnitude and the impacts on customer rates.

Total 10-Year Projected Spend and Revenue Requirements
Compared to Total Net Plant in Senice and Revenues
Actual Results For the 12 Months Ended December 31, 2021
$ Millions
Projected
Net 10-Year Percentage SPP Rewvenue Percentage
Plant Proposed Increase 2021 Requirement Increase
In Capital in Net Electric In Year in
Senice Spend Plant Revenues 10 Revenues
FPL 44,891.0 13,908.0 31.0% 12,244.3 1,762.2 14.4%
Duke 16,946.5 7,317.5 43.2% 5,111.8 812.1 15.9%
TEC 7,215.5 1,698.7 23.5% 2,180.0 224.9 10.3%
FPUC 94.0 243.1 258.6% 83.7 27.6 33.0%
Total 69,147.0 23,167.4 33.5% 19,619.8 2,826.8 14.4%
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Total 10-Year Projected SPP Investment Per Customer
Includes Capital and O&M Investment

Projected 10-Year
10-Year Investment
Total Per
Investment Customer
Customers $ Millions $
FPL 5,700,000 14,854.2 2,606
Duke 1,879,073 8,129.5 4,326
TEC 824,322 2,075.9 2,518
FPUC 32,993 263.1 7,976
Total 8,436,388 25,322.7 3,002

926

HOW DO THESE COSTS COMPARE TO THE BENEFITS FROM POTENTIAL

SAVINGS IN STORM DAMAGE AND RESTORATION COSTS?

The estimated costs are much greater than the benefits from potential savings for each

utility and for nearly all of the programs and projects, although FPUC and FPL did not,

and refused to, provide quantifications of the benefits from potential savings in storm

damage and restoration costs.

The following table provides a summary of the costs and dollar benefits by utility

and in the aggregate by year and in total for the ten-year period and a fifty-year period. I

show $0 (“n/a”) in benefits for FPUC and FPL, consistent with their failure to quantify any

benefits from potential savings in storm damage and restoration costs.
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Total 10-Year Projected SPP Costs and Benefits Summary
Includes Capital and O&M Investment
Projected Escalated Escalated
Projected Annual Awided Benefits Awided Benefits
10-Year Awided Restoration to Costs Restoration to Costs
Total Restoration Costs Ower Ratio Costs Ower Ratio
Investment Costs 10 Years 10 Years 50 Years 50 Years
$ Millions $ Millions $ Millions % $ Millions %
FPL 14,854.2 n/a n/a n/a n/a n/a
Duke 8,129.5 56.5 647.7 8% 6,373.0 78%
TEC 2,075.9 13.0 149.5 7% 1,470.6 71%
FPUC 263.1 n/a n/a n/a n/a n/a
Total 25,322.7 69.5 797.2 7,843.6
Note: Benefits Calculations Not Provided by FPL and FPUC.

WHY ARE THESE SUMMARIES AND COMPARISONS SIGNIFICANT IN
THESE PROCEEDINGS?

They provide context for the Commission in its review of the proposed SPPs, including the
sheer magnitude of the incremental capital expenditures and O&M expense and the rate

impacts of these costs, as-w

autherized: They also demonstrate that the costs of the proposed SPP programs and

projects far outweigh the benefits from savings in storm damage and restoration costs.
The Commission also should keep in mind that the impact of the SPP programs is
yet another addition to the customer bill in an environment of high inflation, skyrocketing

natural gas prices and other base rate increases.

Summary of Conclusions and Recommendations

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.
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Each utility’s proposed SPP capital expenditures, O&M expenses, increases in rate base,
and resulting increases in customer rates are significant. The SPP capital expenditures and
O&M expenses are incremental costs with incremental customer rate impacts. The
framework, scope, selection, ranking, magnitude, prudenee, and authorization to proceed
with the SPP programs and projects will be determined in these proceedings, not in the
subsequent SPPCRC proceeding. Therefore, the decision criteria, ratemaking principles,

and rate recovery of the SPP project costs are important factors in the decision making

process in this and the other SPP proceedings now pending.

The Commission should apply rational and specific decision criteria to the
selection, ranking, and magnitude of the proposed programs and projects and apply those
decision criteria consistently to all four utilities in these proceedings. The decision criteria
should include justification in the form of a benefit/cost analysis in addition to the
qualitative assessments of whether the programs and projects will reduce restoration costs

and outage times.

n—the—SPP—preeeedings; in contrast to whether the costs actually incurred during
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implementation of the programs and projects were prudently incurred and reasonable,
which is determined in the SPPCRC proceeding.

In addition, the total multi-year customer rate impact can be considered only in the
SPP proceeding. The SPPCRC proceedings address the actual recovery and annual
customer rate impact only after the decision process in these SPP proceedings is complete,

projects are approved, and the SPP programs and projects are implemented.

the-ebjeetives-of-the-SPPRule; except for certain costs in 2023 and 2024 that are subject

10
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to Paragraph 4 in the settlement agreement approved by the Commission in Order No.2021-
0202A-AS-EI.  Specifically, I do not recommend that the Commission reject programs,
projects, or costs under the heading of “Does not comply with 25-6.030” as shown in the
table on page 13 of Mr. Mara’s amended direct testimony that are subject to this exception.

I note throughout my testimony where this exception applies.

, subject

to the exception for the years 2023 and 2024 pursuant to the 2021 settlement agreement

approved in Order No. PSC-2021-0202A-AS-El. Prejeets-with-a-benefit-te-eostratio-of

11
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II. DECISION CRITERIA FOR THE RATIONAL SELECTION, RANKING, AND

MAGNITUDE OF SPP PROGRAMS AND PROJECTS

DESCRIBE THE FRAMEWORK FOR THE SELECTION AND RANKING OF
SPP PROGRAMS AND PROJECTS.

Section 366.96, Fla. Stat., and Rule 25-6.030, F.A.C., establish the required framework for
the utility’s SPP, including the utility’s identification of projects that are designed to reduce
outage restoration costs and outage times, information necessary to develop and apply
decision criteria for the selection, ranking, and magnitude of the SPP programs and costs,
estimates of the customer rate impacts, and parameters for recovery of the actual costs
incurred for the SPP projects offset by costs recovered through base rates and other clause
recoveries as well as savings in those costs.

The SPP framework provides important customer safeguards that should be
enforced to require the utility to: 1) identify new programs and projects or the expansion
of existing programs and projects that are not within the scope of its existing base rate
programs and cost recoveries in the normal course of business; 2) limit requests to
programs and projects that are prudent and reasonable; 3) justify the selections, rankings,
and magnitude of SPP programs, projects, and costs; 4) ensure there is a comparison of
benefits to costs; 5) effectively consider the rate impact on customers, and 6) ensure that

the utility only recovers incremental costs, net of decremental (avoided) costs or reductions

in costs (savings), through the SPPCRC.
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ARE THE SPP RULE AND THE SPPCRC RULE SEQUENTIAL AND
INTERRELATED?

Yes. Certain ratemaking determinations required pursuant to the SPPCRC Rule necessarily
start with an assessment of the SPP programs and projects that can only be performed in
the SPP proceeding, and then are confirmed and refined in the SPPCRC proceeding for

COSt recovery purposes.

and-determine-the-magnitude—of-SPP—prejeets: The Commission also must determine

whether the Company has quantified the revenue requirement and customer rate impacts

in an accurate and comprehensive manner, although the final SPPCRC rate quantifications

will be performed in the SPPCRC proceeding.

3 Section 366.96(8), Fla. Stat.; Rule 25-6.031(6)(a), F.A.C.

14
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ARE EACH OF THE UTILITIES® PROPOSED SPP PROGRAMS AND

PROJECTS OUTSIDE THE SCOPE OF THE EXISTING BASE RATE

PROGRAMS AND COST RECOVERIES IN THE NORMAL COURSE OF

BUSINESS?

eertain-eosts-ineurred-in—2023-and-2024-addressed in Paragraph 4 of the 2021 settlement

agreement approved in Order No. PSC-2021-0202A-AS-EL

4 As I noted previously in my testimony, I address the principles and costs that are included by DEF in its

SPP, subject to the limited exception for certain costs addressed in Paragraph 4 of the 2021 settlement agreement
approved by the Commission in Order No.2021-0202A-AS-EI.

15
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ARE EACH OF DEF’S PROPOSED PROGRAMS AND PROJECTS PRUDENT

AND REASONABLE?

DID THE UTILITIES CONSISTENTLY APPLY A BENEFIT/COST ANALYSIS
TO DETERMINE THE SELECTION, RANKING, AND MAGNITUDE OF THE
SPP PROGRAMS?
No. The utilities used a variety of decision criteria, qualitative and quantitative, but none
of them relied on a benefit/cost analysis as a threshold decision criterion to qualify a
program or project for inclusion in its SPP. Nor were the decision criteria consistent among
the utilities or even among each utility’s SPP programs and projects.®

Neither FPUC nor FPL developed or relied on any benefit/cost analysis. Although
neither DEF nor Tampa developed or relied on benefit/cost analyses as a threshold decision
criterion to qualify their programs, they both used a form of benefit/cost analysis for the
ranking and the magnitude of their programs.

However, the DEF and Tampa forms of benefit/cost analysis were flawed and used

to calculate excessive dollar benefits by including the societal value of customer

> As I noted previously in my testimony, I address the principles and costs that are included by DEF in its

SPP, subject to the limited exception for certain costs addressed in Paragraph 4 of the 2021 settlement agreement
approved by the Commission in Order No.2021-0202A-AS-EI.

T have attached a brief summary of each utility’s decision criteria as my Exhibit LK-2.
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interruptions in addition to their estimates of avoided damages and restoration costs. The
societal value of customer interruptions is a highly subjective quantitative measure based
on interpretations of a range of customer survey results. The societal value of customer
interruptions is not a cost that actually is incurred or avoided by the utility or customer and
should be excluded from the justification of SPP programs and projects using benefit cost
analyses.

In addition, DEF included the avoided future cost of replacing an asset that was
replaced pursuant to the SPP programs as a capital cost savings in its benefit/cost analyses.
This is nothing more than legerdemain, a tactful term for the magical assertion that a capital
expenditure incurred for an SPP program results in future capital expenditure savings in a
base rate program. There are no savings in capital expenditures. When these fantastical
savings are properly removed from DEF’s benefit/cost analyses, none of its programs or

projects are economic.’

WHY IS AN ECONOMIC JUSTIFICATION NECESSARY AS A THRESHOLD

DECISION CRITERION TO QUALIFY PROGRAMS OR PROJECTS FOR

INCLUSION IN THE SPP?

7 As I noted previously in my testimony, I address the principles and costs that are included by DEF in its

SPP, subject to the limited exception for certain costs addressed in Paragraph 4 of the 2021 settlement agreement
approved by the Commission in Order No.2021-0202A-AS-EI.

17
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n-baserates-in-the-nermal-ecourse-ef-business: By its terms, the SPP Rule requires the
utility to address and undertake projects “to enhance the utility’s existing infrastructure for
the purpose of reducing restoration costs and outage times associated with extreme weather

conditions therefore improving overall service reliability.” Rule 25-6.030(2)(a), F.A.C.

18
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HOW SHOULD THE COMMISSION DETERMINE WHETHER THE PROPOSED

SPP PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

DOES THE SPP RULE REQUIRE THAT THE UTILITIES PROVIDE A

COMPARISON OF THE “COSTS” AND “BENEFITS” TO DETERMINE IF THE
PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

Yes. The SPP Rule requires the utility to provide “[a] comparison of the costs identified
in subparagraph (3)(d)3. and the benefits identified in subparagraph (3)(d)1.” Rule 25-
6.030(3)(d)4., F.A.C. The context and juxtaposition of the terms “costs” and “benefits”
strongly imply a comparison of dollar costs and dollar benefits, not a comparison of dollar
costs and qualitative benefits. The latter comparison provides no useful decision making

information because it does not provide a useful threshold decision criterion to qualify

19
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programs and projects, does not provide a framework for ranking programs and projects,
and does not allow a rational quantitative basis for the magnitude of programs and projects

that may be included.

DID EACH OF THE UTILITIES PROVIDE THE REQUIRED COMPARISON OF
THE “COSTS” AND “BENEFITS” IN THEIR SPP FILINGS OR IN RESPONSE
TO DISCOVERY?

No. FPUC and FPL provided no dollar quantifications of benefits in their SPP filings and
refused to provide any dollar quantifications in response to OPC discovery. FPUC claimed
that it had not quantified avoided cost savings benefits and stated that it did not rely on an
economic benefit cost criterion for the selection, ranking, or magnitude of its proposed
programs and projects. Both FPUC and FPL argued that the SPP Rule’s text requiring the
comparison of costs and benefits did not require the utilities to provide a dollar
quantification of the benefits, but instead required only that there had to be benefits, which
they qualitatively described to meet the “objectives” and or “requirements” of the SPP
Rule.

In contrast to FPUC and FPL, DEF and Tampa quantified expected dollar benefits
in their SPP filings based on their modeling results and provided additional detail on their
modeling and quantifications of the dollar benefits in response to OPC discovery. DEF
developed its benefit quantifications using a storm damage model developed by
Guidehouse. Tampa developed its benefit quantifications using a Storm Resilience Model,

which includes a Storm Impact Model, developed by 1898 & Co.

ARE ANY OF UTILITIES’ SPP PROGRAMS ECONOMICALLY JUSTIFIED?

20
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No. This is extremely problematic. None of the SPP programs has benefits that exceed
the costs. None of the utilities used a benefit/cost test to qualify its programs or projects,
although DEF and Tampa used a flawed form of a benefit/cost test to rank their programs

and projects and to determine the maximum expenditure levels for its programs.

IF THE SPP PROGRAMS ARE NOT ECONOMICALLY JUSTIFIED, CAN THE
PROGRAMS AND PROJECTS OR THE RELATED COSTS BE PRUDENT OR

REASONABLE?

21
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subject to the

exception for DEF set forth in Paragraph 4 of the 2021 Settlement agreement approved in

Order No. PSC-2021-0202A-AS-EI

the-objeetives-of-the-SPPRule; subject to the exception for DEF set forth in Paragraph 4

of the 2021 Settlement agreement approved in Order No. PSC-2021-0202A-AS-EL

jast-and-reasenablefor-future-reeovery-through-the-SPPERE; subject to the exception for

DEF set forth in Paragraph 4 of the 2021 Settlement agreement approved in Order No.

PSC-2021-0202A-AS-EIL
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III. METHODOLOGIES TO CALCULATE THE REVENUE REQUIREMENTS

REQUIREMENT EFFECTS OF THEIR SPP PROGRAMS?

AND CUSTOMER RATE IMPACTS

DID THE UTILITIES CONSISTENTLY CALCULATE THE REVENUE

8 Subject to the exception set forth in Paragraph 4 of the 2021 settlement agreement approved in Order No.

PSC-2021-0202A-AS-EI,

23
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DID DEF’S CALCULATIONS OF THE ESTIMATED REVENUE

REQUIREMENTS ALSO INCLUDE UNIQUE ERRORS THAT SHOULD BE

CORRECTED IN THESE PROCEEDINGS?

Yes. DEF had several unique errors in its calculations of the SPP revenue requirements
and customer rate impact. DEF improperly calculated depreciation expense on CWIP at
the end of the prior year, but also failed to calculate depreciation expense on current year
plant additions.” DEF improperly calculated property tax expense on the average of the

net plant in service and CWIP balance in the current year instead of on the beginning

° DEF’s response to Interrogatory No. 58 in OPC’s Second Set of Interrogatories in Docket No. 20220050-

EI. Thave attached a copy of this response as my Exhibit LK-3. Refer also to the SPP revenue requirement calculations
provided in DEF’s response to POD No. 1 in OPC’s First Request for Production in Docket No. 20220050-EI as an
Excel attachment named “Q1 Rule 25-6030 - Rev Req & 3 yr Rate Impacts BLM-1 Support File-POD 1.”

24
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balance of net plant in service in the current year.'® These errors should be considered and

corrected in this SPP proceeding and in the SPPCRC proceeding.

Q. DID THE UTILITIES ALL INCLUDE CWIP IN RATE BASE?

Q. IS A RETURN ON CWIP IN RATE BASE EXPLICITLY AUTHORIZED IN THE

STATUTE, SPP RULE, OR THE SPPCRC RULE?

0 DEF’s response to Interrogatory No. 60 in OPC’s Second Set of Interrogatories in Docket No. 20220050-
EI. Thave attached a copy of this response as my Exhibit LK-4. Refer also to the SPP revenue requirement calculations
provided in DEF’s response to POD No. 1 in OPC’s First Request for Production in Docket No. 20220050-EI as an

Excel attachment named “Q1 Rule 25-6030 - Rev Req & 3 yr Rate Impacts BLM-1 Support File-POD 1.”

25


bschultz
Cross-Out

bschultz
Cross-Out


945

IS IT POSSIBLE TO LEGITIMATELY ASSESS WHETHER CWIP COSTS ARE

PRUDENT PRIOR TO THE COMPLETION OF CONSTRUCTION AND THE

CONVERSION OF THE CWIP TO PLANT IN SERVICE?

ARE THERE ALTERNATIVES TO A RETURN ON CWIP IN RATE BASE
INCLUDED IN THE REVENUE REQUIREMENT AND CUSTOMER IMPACTS
CONSISTENT WITH THE SUBSEQUENT CONSIDERATION OF PRUDENCE

AFTER THE CWIP HAS BEEN CONVERTED TO PLANT IN SERVICE?

26
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WHY IS THE RETURN ON CWIP A CONCERN THAT NEEDS TO BE

ADDRESSED IN THESE PROCEEDINGS?

IS THERE A SIMILAR CONCERN WITH ANOTHER COST INCLUDED IN

RATE BASE BY TAMPA THAT SHOULD BE ADDRESSED FOR ALL FOUR

UTILITIES?

27
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DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes.

28
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1 MR, REHWNKEL: And | think that's all we have
2 on this docket. Thank you.
3 EXAM NATI ON

4 BY Ms. WESSLI NG

5 Q Good aft ernoon.
6 A Good afternoon.
7 Q For purposes of Docket 20220048, can you

8 please state your nane and busi ness address for the

9 record?

10 A Yes. M nane is Lane Kollen. M/ business

11 address is J. Kennedy and Associ ates, |ncorporated, 570
12 Colonial Park Drive, Suite 305, Roswell, Georgia, 30075.
13 Q Thank you.

14 And on whose behal f are you providing

15 testinony?

16 A On behal f of Ofice of Public Counsel.

17 Q Thank you.

18 And have you previously been sworn?

19 A Yes.

20 Q Thank you.

21 Did you cause to be filed prefiled direct

22 testinony consisting of 27 pages in Docket No. 20220048?
23 A Yes.
24 Q And you are aware that portions of your

25 testinony have been previously stricken?

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 A Yes.

2 Q Wth regard to the unstricken testinony, do

3 you have any corrections?

4 A No.

5 Q If |I asked you the -- if | were to ask you the
6 same questions in your unstricken testinony today, would

7 your answers be the sane?

8 A Yes.

9 M5. WESSLING  Chairman, | would ask that the
10 unstricken portions of M. Kollen's testinony be
11 entered into the record as though read.

12 CHAI RMAN FAY: Show it inserted.

13 M5. WESSLI NG  Thank you.

14 (Wher eupon, prefiled direct testinony of Lane

15 Kollen in Docket No. 20220048 was inserted.)
16
17
18
19
20
21
22
23
24

25

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Review of Storm Protection Plan, | DOCKET NO. 20220048-El
pursuant to Rule 25-6.030, F.A.C., Tampa
Electric Company. FILED: May 31, 2022

DIRECT TESTIMONY
OF
LANE KOLLEN

ON BEHALF OF THE OFFICE OF PUBLIC COUNSEL

Richard Gentry
Public Counsel

Mary A. Wessling

Associate Public Counsel
Florida Bar No. 093590
Wessling.Mary@leg.state.fl.us

Office of Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 812
(850) 488-9330

Attorneys for the Citizens
of the State of Florida

950



951

TABLE OF CONTENTS
I. QUALIFICATIONS AND SUMMARY ....ooiii ettt 1
A QUALIFICATIONS ... 1
B. PURPOSE OF TESTIMONY ..ottt 2
C. SCOPE OF THE SPP REQUESTS ... ..ottt 3
D. SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS..........cccocvvvinenne 8
I1. DECISION CRITERIA FOR THE RATIONAL SELECTION, RANKING, AND
MAGNITUDE OF SPP PROGRAMS AND PROJECTS......ccooce i 11
1. METHODOLOGIES TO CALCULATE THE REVENUE REQUIREMENTS
AND CUSTOMER RATE IMPACTS ...ttt 22
EXHIBITS:
RESUME OF LANE KOLLEN. .. .o s e e e e e e e e LK-1

SUMMARY OF EACH UTILITY’S DECISION CRITERIA.......oooi LK-2



10

11

12

13

14

15

16

17

18

19

20

21

22

952

I. QUALIFICATIONS AND SUMMARY
A. Quialifications
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

(“Kennedy and Associates”), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 30075.

DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

I earned a Bachelor of Business Administration (“BBA”) degree in accounting and a
Master of Business Administration (“MBA”) degree from the University of Toledo. I also
earned a Master of Arts (“MA”) degree in theology from Luther Rice College & Seminary.
I am a Certified Public Accountant (“CPA”), with a practice license, Certified Management
Accountant (“CMA”), and Chartered Global Management Accountant (“CGMA”). lama
member of numerous professional organizations, including the American Institute of
Certified Public Accountants, Institute of Management Accounting, Georgia Society of
CPAs, and Society of Depreciation Professionals.

I have been an active participant in the utility industry for more than forty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and thereafter
as a consultant in the industry since 1983. | have testified as an expert witness on hundreds
of occasions in proceedings before regulatory commissions and courts at the federal and
state levels. In those proceedings, | have addressed ratemaking, accounting, finance, tax,
and planning issues, among others.

I have testified before the Florida Public Service Commission on numerous

occasions, including base rate, fuel adjustment clause, acquisition, and territorial
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proceedings involving Florida Power & Light Company (“FPL”), Duke Energy Florida

(“DEF”), Talquin Electric Cooperative, City of Tallahassee, and City of Vero Beach.!

B. Purpose of Testimony
ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

| am providing this testimony on behalf of the Florida Office of Public Counsel (“OPC”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address and make recommendations regarding the
proposed Storm Protection Plans (“SPP”) filed by Florida Public Utilities Company
(“FPUC™), Duke Energy Florida, LLC (“DEF”), Tampa Electric Company (“Tampa”), and
Florida Power and Light Company (“FPL”) (collectively, the “utilities”). In this testimony,

| specifically address the SPP filing for Tampa.

Rule 25-
6.030, Florida Administrative Code (“SPP Rule”), and Rule 25-6.031, F.A.C. (“SPPCRC
Rule”) to the extent that the outcome of these proceedings will affect the cost recoveries in
the Storm Protection Plan Cost Recovery Clause (“SPPCRC”) proceedings pursuant to the
SPPCRC Rule. My testimony should be considered in conjunction with the testimony of

Mr. Kevin Mara on behalf of OPC.

11 have attached a more detailed description of my qualifications and regulatory appearances as my Exhibit
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C. Scope of the SPP Requests
PLEASE SUMMARIZE THE SPP REQUESTS.
In the aggregate, the four utilities seek authorization for programs and projects they
estimate will cost $25.323 billion over the next ten years (2023-2032), consisting of
$23.167 billion in capital expenditures and $2.156 billion in operation and maintenance
(“O&M™”) expense. The capital expenditures will have a growing and cumulative
ratemaking impact for the duration of the SPPs and beyond of 40 or more years over the
service lives of the plant assets. These amounts are in addition to the capital expenditures
and O&M expense expended in prior years and this year for storm hardening and storm
protection programs. The utilities also expect to seek authorization for additional amounts
in subsequent SPP updates beyond the ten years reflected in these proceedings.

The following tables provide a summary of the estimated SPP program

expenditures for each utility by year and in total for the ten-year period.

Florida Public Utilities Company
SPP Program Expenditures
$ Millions

SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 2.3 6.7 16.9 54.2 53.2 19.9 196 19.8 25.3 25.2 243.1

O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 19 1.9 20.0
Overall Total 3.7 8.3 18.7 57.2 56.1 21.8 21.4 21.6 27.2 27.1 263.1

Duke Energy Florida, LLC
SPP Program Expenditures

$ Millions
SPP Costs by Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 602.7 693.4 775.2 748.8 747.7 749.7 748.5 750.6 749.4 7516 | 7,317.5
0&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Owerall Total 674.8 770.5 854.1 826.9 826.7 8315 830.9 836.4 836.2 841.6| 8,129.5
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Tampa Electric Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 169.9 168.7 173.1 172 9 169.0 167.5 169.6 166.0 172.5 169.4 1,698.7
O&M Expense Total 31.0 34.0 33.7 352 36.3 37.7 39.6 41.2 43.1 45.3 377.1
Ovwerall Total 200.9 202.7 206.8 208 2 205.4 205.2 209.2 207.3 215.6 214.7 2,075.9
Florida Power & Light Company
SPP Program Expenditures
$ Millions
SPP Costs by Year
Total Company 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total| 1,458.9 1,559.5 1,520.4| 1,200.8 1,319.0 1,350.0 1,388.4 1,423.4 1,347.6 1,340.1 | 13,908.0
O&M Expense Total 86.0 86.7 88.0 88.2 94.1 100.3 99.8 100.5 100.9 101.5 946.2
Owerall Total 1,544.9 1,646.3 1,608.4 1,289.0 1,413.1 1,450.3 1,488.2 1,523.9 1,448.5 1,441.6 | 14,854.2

WHAT EFFECTS WILL THE REQUESTS HAVE ON CUSTOMER RATES?

The incremental effects on present customer rates will be significant as measured over

multiple ratemaking metrics, including SPP revenue requirements, net plant in service,

annual electric revenues, and cost per customer. The following table provides a summary

of the revenue requirements by utility and in the aggregate by year and in total for the ten-

year period.

Florida Public Utilities Company

SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 0.3 0.6 2.0 6.0 12.5 17.0 19.0 21.0 23.2 25.7 127.3
O&M Expense Total 1.4 1.6 1.9 30 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Ovwerall Total 1.7 2.2 3.9 90 15.4 18.9 20.8 22.8 25.1 27.6 147.3
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Duke Energy Florida, LLC
SPP Program Revenue Requirements
$ Millions
SPP Revenue
Requirements By
Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 77.3 144.2 217.9 303 3 378.5 451.1 522 2 590.7 657.8 722.1 4,065.2
0O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Ovwerall Total 149.4 221.3 296.8 381.4 457.5 533.0 604.7 676.5 744.6 812.1 4,877.2

Tampa Electric Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 17.2 358 53.8 72.3 91.4 109.8 127.9 145.5 163.0 180.0 996.6
O&M Expense Total 30.7 336 33.4 34.9 36.0 37.4 39.3 40 9 42.8 44.9 374.0
Overall Total 47.9 69.4 87.2 107.2 127.4 147.3 167.2 186.4 205.7 224.9 1,370.7

Florida Power & Light Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year Jurisdictional 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 332.9 509.3 685 9 836.6 971.5 1,112.3 1,254.0 1,396.5 1,533.2 1,661.6 [ 10,293.8
0O&M Expense Total 85.2 85.9 872 87.5 93.3 99.4 98.9 99.6 100.0 100.6 937 6
Ovwerall Total 418.0 595.2 773.2 924.1 1,064.8 1,211.7 1,352.9 1,496.1 1,633.2 1,762.2 | 11,2313

In addition to the revenue requirement effects of the proposed SPPs shown on the
preceding tables, the following tables compare other ratemaking metrics, including capital
expenditures compared to present net plant in service, increases in the revenue requirement
compared to present revenues, and the cost per customer. These metrics provide additional

context as to the magnitude and the impacts on customer rates.
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Total 10-Year Projected Spend and Revenue Requirements
Compared to Total Net Plant in Senice and Revenues
Actual Results For the 12 Months Ended December 31, 2021
$ Millions
Projected
Net 10-Year Percentage SPP Revenue Percentage
Plant Proposed Increase 2021 Requirement Increase
In Capital in Net Electric In Year in
Senice Spend Plant Revenues 10 Revenues
FPL 44,891.0 13,908.0 31.0% 12,244.3 1,762.2 14.4%
Duke 16,946.5 7,317.5 43.2% 5,111.8 812.1 15.9%
TEC 7,215.5 1,698.7 23.5% 2,180.0 224.9 10.3%
FPUC 94.0 243.1 258.6% 83.7 27.6 33.0%
Total 69,147.0 23,167.4 33.5% 19,619.8 2,826.8 14.4%

Total 10-Year Projected SPP Investment Per Customer
Includes Capital and O&M Investment
Projected 10-Year
10-Year Investment
Total Per
Investment Customer
Customers $ Millions $
FPL 5,700,000 14,854.2 2,606
Duke 1,879,073 8,129.5 4,326
TEC 824,322 2,075.9 2,518
FPUC 32,993 263.1 7,976
Total 8,436,388 25,322.7 3,002

HOW DO THESE COSTS COMPARE TO THE BENEFITS FROM POTENTIAL
SAVINGS IN STORM DAMAGE AND RESTORATION COSTS?
The estimated costs are much greater than the benefits from potential savings for each

utility and for nearly all of the programs and projects, although FPUC and FPL did not,
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and refused to, provide quantifications of the benefits from potential savings in storm
damage and restoration costs.

The following table provides a summary of the costs and dollar benefits by utility
and in the aggregate by year and in total for the ten-year period and a fifty-year period. |
show $0 (“n/a”) in benefits for FPUC and FPL, consistent with their failure to quantify any

benefits from potential savings in storm damage and restoration costs.

Total 10-Year Projected SPP Costs and Benefits Summary
Includes Capital and O&M Investment
Projected Escalated Escalated
Projected Annual Awided Benefits Awided Benefits
10-Year Awided Restoration to Costs Restoration to Costs
Total Restoration Costs Over Ratio Costs Ower Ratio
Investment Costs 10 Years 10 Years 50 Years 50 Years
$ Millions $ Millions $ Millions % $ Millions %
FPL 14,854.2 n/a n/a n/a n/a n/a
Duke 8,129.5 56.5 647.7 8% 6,373.0 78%
TEC 2,075.9 13.0 149.5 7% 1,470.6 71%
FPUC 263.1 n/a n/a n/a n/a n/a
Total 25,322.7 69.5 797.2 7,843.6
Note: Benefits Calculations Not Provided by FPL and FPUC.

WHY ARE THESE SUMMARIES AND COMPARISONS SIGNIFICANT IN
THESE PROCEEDINGS?
They provide context for the Commission in its review of the proposed SPPs, including the

sheer magnitude of the incremental capital expenditures and O&M expense and the rate

impactsofhesecost,
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- They also demonstrate that the costs of the proposed SPP programs and

projects far outweigh the benefits from savings in storm damage and restoration costs.
The Commission also should keep in mind that the impact of the SPP programs is

yet another addition to the customer bill in an environment of high inflation, skyrocketing

natural gas prices and other base rate increases.

D. Summary of Conclusions and Recommendations

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.

Each utility’s proposed SPP capital expenditures, O&M expenses, increases in rate base,
and resulting increases in customer rates are significant. The SPP capital expenditures and
O&M expenses are incremental costs with incremental customer rate impacts. The
framework, scope, selection, ranking, magnitude, - and authorization to proceed
of the SPP programs and projects will be determined in these proceedings, not in the
subsequent SPPCRC proceeding. Therefore, the decision criteria, ratemaking principles,
and rate recovery of the SPP project costs are important factors in the decision making

process in this and the other SPP proceedings now pending.
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The Commission should apply rational and specific decision criteria to the
selection, ranking, and magnitude of the proposed programs and projects and apply those
decision criteria consistently to all four utilities in these proceedings. The decision criteria
should include justification in the form of a benefit/cost analysis in addition to the
qualitative assessments of whether the programs and projects will reduce restoration costs

and outage times.

in contrast to whether the costs actually incurred during

implementation of the programs and projects were prudently incurred and reasonable,
which is determined in the SPPCRC proceeding.

In addition, the total multi-year customer rate impact can be considered only in the
SPP proceeding. The SPPCRC proceedings address the actual recovery and annual
customer rate impact only after the decision process in these SPP proceedings is complete,

projects are approved, and the SPP programs and projects are implemented.
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I1. DECISION CRITERIAFOR THE RATIONAL SELECTION, RANKING, AND

MAGNITUDE OF SPP PROGRAMS AND PROJECTS

DESCRIBE THE FRAMEWORK FOR THE SELECTION AND RANKING OF
SPP PROGRAMS AND PROJECTS.
Section 366.96, Fla. Stat., and Rule 25-6.030, F.A.C., establish the required framework for
the utility’s SPP, including the utility’s identification of projects that are designed to reduce
outage restoration costs and outage times, information necessary to develop and apply
decision criteria for the selection, ranking, and magnitude of the SPP programs and costs,
estimates of the customer rate impacts, and parameters for recovery of the actual costs
incurred for the SPP projects offset by costs recovered through base rates and other clause
recoveries as well as savings in those costs.

The SPP framework provides important customer safeguards that should be
enforced to require the utility to: 1) identify new programs and projects or the expansion
of existing programs and projects that are not within the scope of its existing base rate
programs and cost recoveries in the normal course of business; 2) limit requests to
programs and projects that are prudent and reasonable; 3) justify the selections, rankings,
and magnitude of SPP programs, projects, and costs; 4) ensure there is a comparison of

benefits to costs; 5) effectively consider the rate impact on customers, and 6) ensure that
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the utility only recovers incremental costs, net of decremental (avoided) costs or reductions

in costs (savings), through the SPPCRC.
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INTERRELATED?

Yes. Certain ratemaking determinations required pursuant to the SPPCRC Rule
necessarily start with an assessment of the SPP programs and projects that can only be
performed in the SPP proceeding, and then are confirmed and refined in the SPPCRC

proceeding for cost recovery purposes.

The Commission also must determine

2 §366.96(8), Fla. Stat.; Rule 25.6.031(6)(a), F.A.C.
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whether the Company has quantified the revenue requirement and customer rate impacts
in an accurate and comprehensive manner, although the final SPPCRC rate quantifications

will be performed in the SPPCRC proceeding.

ARE EACH OF THE UTILITY’S PROPOSED PROGRAMS AND PROJECTS
OUTSIDE THE SCOPE OF THE EXISTING BASE RATE PROGRAMS AND

COST RECOVERIES IN THE NORMAL COURSE OF BUSINESS?
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ARE EACH OF THE UTILITY’S PROPOSED PROGRAMS AND PROJECTS

PRUDENT AND REASONABLE?

DID THE UTILITIES CONSISTENTLY APPLY A BENEFIT/COST ANALYSIS
TO DETERMINE THE SELECTION, RANKING, AND MAGNITUDE OF THE
SPP PROGRAMS?
No. The utilities used a variety of decision criteria, qualitative and quantitative, but none
of them relied on a benefit/cost analysis as a threshold decision criterion to qualify a
program or project for inclusion in its SPP. Nor were the decision criteria consistent among
the utilities or even among each utility’s SPP programs and projects.®

Neither FPUC nor FPL developed or relied on any benefit/cost analysis. Although
neither DEF nor Tampa developed or relied on benefit/cost analyses as a threshold decision
criterion to qualify their programs, they both used a form of benefit/cost analysis for the
ranking and the magnitude of their programs. However, the DEF and Tampa forms of
benefit/cost analysis were flawed and used to calculate excessive dollar benefits by
including the societal value of customer interruptions in addition to their estimates of

avoided damages and restoration costs. The societal value of customer interruptions is a

3 | have attached a brief summary of each utility’s decision criteria as my Exhibit LK-2.
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highly subjective quantitative measure based on interpretations of a range of customer
survey results. The societal value of customer interruptions is not a cost that actually is
incurred or avoided by the utility or customer and should be excluded from the justification

of SPP programs and projects using benefit cost analyses.

WHY IS AN ECONOMIC JUSTIFICATION NECESSARY AS A THRESHOLD
DECISION CRITERION TO QUALIFY PROGRAMS OR PROJECTS FOR

INCLUSION IN THE SPP?

By its terms, the SPP Rule requires the

utility to address and undertake projects “to enhance the utility’s existing infrastructure for
the purpose of reducing restoration costs and outage times associated with extreme weather

conditions therefore improving overall service reliability.” Rule 25-6.030(2)(a), F.A.C.
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SPP PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?
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DOES THE SPP RULE REQUIRE THAT THE UTILITIES PROVIDE A
COMPARISON OF THE “COSTS” AND “BENEFITS” TO DETERMINE IF THE
PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

Yes. The SPP Rule requires the utility to provide “[a] comparison of the costs identified
in subparagraph (3)(d)3. and the benefits identified in subparagraph (3)(d)1.” Rule 25-
6.030(3)(d)4, F.A.C. The context and juxtaposition of the terms “costs” and “benefits”
strongly imply a comparison of dollar costs and dollar benefits, not a comparison of dollar
costs and qualitative benefits. The latter comparison provides no useful decision making
information because it does not provide a useful threshold decision criterion to qualify
programs and projects, does not provide a framework for ranking programs and projects,

and does not allow a rational quantitative basis for the magnitude of programs and projects.
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DID EACH OF THE UTILITIES PROVIDE THE REQUIRED COMPARISON OF
THE “COSTS” AND “BENEFITS” IN THEIR SPP FILINGS OR IN RESPONSE
TO DISCOVERY?

No. FPUC and FPL provided no dollar quantifications of benefits in their SPP filings and
refused to provide any dollar quantifications in response to OPC discovery. FPUC claimed
that it had not quantified avoided cost savings benefits and stated that it did not rely on an
economic benefit cost criterion for the selection, ranking, or magnitude of its proposed
programs and projects. Both FPUC and FPL argued that the SPP Rule’s text requiring the
comparison of costs and benefits did not require the utilities to provide a dollar
quantification of the benefits, but instead required only that there had to be benefits, which
they qualitatively described to meet the “objectives” and or “requirements” of the SPP
Rule.

In contrast to FPUC and FPL, DEF and Tampa quantified expected dollar benefits
in their SPP filings based on their modeling results and provided additional detail on their
modeling and quantifications of the dollar benefits in response to OPC discovery. DEF
developed its benefit quantifications using a storm damage model developed by
Guidehouse. Tampa developed its benefit quantifications using a Storm Resilience Model,

which includes a Storm Impact Model, developed by 1898 & Co.
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DO FPUC AND FPL HAVE STORM DAMAGE MODELS SIMILAR TO THE
MODELS THAT WERE USED BY DEF AND TAMPA TO CALCULATE DOLLAR
BENEFITS?

Yes. All four utilities have storm damage models that can be used to quantify the dollar
benefits of the SPP programs and projects. DEF and Tampa used their models for their

SPPs; FPUC and FPL did not.

ARE ANY OF THE UTILITIES’ SPP PROGRAMS ECONOMICALLY
JUSTIFIED?

No. This is extremely problematic. None of the SPP programs have benefits that exceed
the costs. None of the utilities used a benefit/cost test to qualify its programs or projects,
although DEF and Tampa used a flawed form of a benefit/cost test to rank their programs

and projects and to determine the maximum expenditure levels for its programs.

IF THE SPP PROGRAMS ARE NOT ECONOMICALLY JUSTIFIED, CAN THE
PROGRAMS AND PROJECTS OR THE RELATED COSTS BE PRUDENT OR

REASONABLE?
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AND CUSTOMER RATE IMPACTS
DID THE UTILITIES CONSISTENTLY CALCULATE THE REVENUE

REQUIREMENT EFFECTS OF THEIR SPP PROGRAMS?
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CORRECTED IN THESE PROCEEDINGS?

No.

DID THE UTILITIES ALL INCLUDE CWIP IN RATE BASE?
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Q. DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes.
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1 BY Ms. WESSLI NG
2 Q And you also filed two prefiled exhibits
3 |abeled LK-1 and LK-2?
4 A Yes.
5 Q And do you have any corrections to nake though
6 those exhibits?
7 A No.
8 Q And with regard to your stricken testinony,
9 did you have any corrections to that testinony?
10 A No.
11 MS. WESSLING And, M. Chairnan, | woul d ask,
12 for purposes of the record, that M. Kollen's
13 stricken testinony be entered into the record for
14 pur poses of a proffer.
15 CHAI RVAN FAY: Show t hat proffered.
16 M5. WESSLI NG  Thank you.
17 (Whereupon, prefiled direct proffered
18 testinony of Lane Kollen in Docket No. 20220048 was
19 inserted.)
20
21
22
23
24
25
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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I. QUALIFICATIONS AND SUMMARY
A. Quialifications
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

(“Kennedy and Associates”), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 30075.

DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

I earned a Bachelor of Business Administration (“BBA”) degree in accounting and a
Master of Business Administration (“MBA”) degree from the University of Toledo. I also
earned a Master of Arts (“MA”) degree in theology from Luther Rice College & Seminary.
I am a Certified Public Accountant (“CPA”), with a practice license, Certified Management
Accountant (“CMA”), and Chartered Global Management Accountant (“CGMA”). lama
member of numerous professional organizations, including the American Institute of
Certified Public Accountants, Institute of Management Accounting, Georgia Society of
CPAs, and Society of Depreciation Professionals.

I have been an active participant in the utility industry for more than forty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and thereafter
as a consultant in the industry since 1983. | have testified as an expert witness on hundreds
of occasions in proceedings before regulatory commissions and courts at the federal and
state levels. In those proceedings, | have addressed ratemaking, accounting, finance, tax,
and planning issues, among others.

I have testified before the Florida Public Service Commission on numerous

occasions, including base rate, fuel adjustment clause, acquisition, and territorial



10

11

12

13

14

15

16

17

18

19

20

LK-1.

983

proceedings involving Florida Power & Light Company (“FPL”), Duke Energy Florida

(“DEF”), Talquin Electric Cooperative, City of Tallahassee, and City of Vero Beach.!

B. Purpose of Testimony
ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

I am providing this testimony on behalf of the Florida Office of Public Counsel (“OPC”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address and make recommendations regarding the
proposed Storm Protection Plans (“SPP”) filed by Florida Public Utilities Company
(“FPUC™), Duke Energy Florida, LLC (“DEF”), Tampa Electric Company (“Tampa”), and
Florida Power and Light Company (“FPL”) (collectively, the “utilities”). In this testimony,

I specifically address the SPP filing for Tampa.

36696, Herida-Statutes-Sterm-ProtectionPlan-Cost Recovery-(“SPP-Statute™); Rule 25-

6.030, Florida Administrative Code (“SPP Rule”), and Rule 25-6.031, F.A.C. (“SPPCRC

Rule”) to the extent that the outcome of these proceedings will affect the cost recoveries in
the Storm Protection Plan Cost Recovery Clause (“SPPCRC”) proceedings pursuant to the
SPPCRC Rule. My testimony should be considered in conjunction with the testimony of

Mr. Kevin Mara on behalf of OPC.

11 have attached a more detailed description of my qualifications and regulatory appearances as my Exhibit
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C. Scope of the SPP Requests
PLEASE SUMMARIZE THE SPP REQUESTS.
In the aggregate, the four utilities seek authorization for programs and projects they
estimate will cost $25.323 billion over the next ten years (2023-2032), consisting of
$23.167 billion in capital expenditures and $2.156 billion in operation and maintenance
(“O&M™”) expense. The capital expenditures will have a growing and cumulative
ratemaking impact for the duration of the SPPs and beyond of 40 or more years over the
service lives of the plant assets. These amounts are in addition to the capital expenditures
and O&M expense expended in prior years and this year for storm hardening and storm
protection programs. The utilities also expect to seek authorization for additional amounts
in subsequent SPP updates beyond the ten years reflected in these proceedings.

The following tables provide a summary of the estimated SPP program

expenditures for each utility by year and in total for the ten-year period.

Florida Public Utilities Company
SPP Program Expenditures
$ Millions

SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 2.3 6.7 16.9 54.2 53.2 19.9 19.6 19.8 25.3 25.2 243.1

O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 19 1.9 20.0
Overall Total 3.7 8.3 18.7 57.2 56.1 21.8 21.4 21.6 27.2 27.1 263.1

Duke Energy Florida, LLC
SPP Program Expenditures

$ Millions
SPP Costs by Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 602.7 693.4 775.2 748.8 747.7 749.7 748.5 750.6 749.4 7516 | 7,317.5
0&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Owerall Total 674.8 770.5 854.1 826.9 826.7 8315 830.9 836.4 836.2 841.6| 8,129.5
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Tampa Electric Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 169.9 168.7 173.1 172.9 169.0 167.5 169.6 166.0 172.5 169.4 1,698.7
O&M Expense Total 31.0 34.0 33.7 35.2 36.3 37.7 39.6 41.2 43.1 45.3 377.1
Ovwerall Total 200.9 202.7 206.8 208.2 205.4 205.2 209.2 207.3 215.6 214.7 2,075.9
Florida Power & Light Company
SPP Program Expenditures
$ Millions
SPP Costs by Year
Total Company 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total| 1,458.9 1,559.5 1,520.4| 1,200.8 1,319.0 1,350.0 1,388.4 1,423.4 1,347.6 1,340.1 | 13,908.0
O&M Expense Total 86.0 86.7 88.0 88.2 94.1 100.3 99.8 100.5 100.9 101.5 946.2
Owerall Total 1,544.9 1,646.3 1,608.4 1,289.0 1,413.1 1,450.3 1,488.2 1,523.9 1,448.5 1,441.6 | 14,854.2

WHAT EFFECTS WILL THE REQUESTS HAVE ON CUSTOMER RATES?

The incremental effects on present customer rates will be significant as measured over

multiple ratemaking metrics, including SPP revenue requirements, net plant in service,

annual electric revenues, and cost per customer. The following table provides a summary

of the revenue requirements by utility and in the aggregate by year and in total for the ten-

year period.

Florida Public Utilities Company

SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 0.3 0.6 2.0 6.0 12.5 17.0 19.0 21.0 23.2 25.7 127.3
O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Ovwerall Total 1.7 2.2 3.9 9.0 15.4 18.9 20.8 22.8 25.1 27.6 147.3
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Duke Energy Florida, LLC
SPP Program Revenue Requirements
$ Millions
SPP Revenue
Requirements By
Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 77.3 144.2 217.9 303.3 378.5 451.1 522.2 590.7 657.8 722.1 4,065.2
0O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Ovwerall Total 149.4 221.3 296.8 381.4 457.5 533.0 604.7 676.5 744.6 812.1 4,877.2

Tampa Electric Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 17.2 35.8 53.8 72.3 91.4 109.8 127.9 145.5 163.0 180.0 996.6
O&M Expense Total 30.7 33.6 33.4 34.9 36.0 37.4 39.3 40.9 42.8 44.9 374.0
Overall Total 47.9 69.4 87.2 107.2 127.4 147.3 167.2 186.4 205.7 224.9 1,370.7

Florida Power & Light Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year Jurisdictional 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 332.9 509.3 685.9 836.6 971.5 1,112.3 1,254.0 1,396.5 1,533.2 1,661.6 [ 10,293.8
0O&M Expense Total 85.2 85.9 87.2 87.5 93.3 99.4 98.9 99.6 100.0 100.6 937.6
Ovwerall Total 418.0 595.2 773.2 924.1 1,064.8 1,211.7 1,352.9 1,496.1 1,633.2 1,762.2 [ 11,231.3

In addition to the revenue requirement effects of the proposed SPPs shown on the
preceding tables, the following tables compare other ratemaking metrics, including capital
expenditures compared to present net plant in service, increases in the revenue requirement
compared to present revenues, and the cost per customer. These metrics provide additional

context as to the magnitude and the impacts on customer rates.
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Total 10-Year Projected Spend and Revenue Requirements
Compared to Total Net Plant in Senice and Revenues
Actual Results For the 12 Months Ended December 31, 2021
$ Millions
Projected
Net 10-Year Percentage SPP Revenue Percentage
Plant Proposed Increase 2021 Requirement Increase
In Capital in Net Electric In Year in
Senice Spend Plant Revenues 10 Revenues
FPL 44,891.0 13,908.0 31.0% 12,244.3 1,762.2 14.4%
Duke 16,946.5 7,317.5 43.2% 5,111.8 812.1 15.9%
TEC 7,215.5 1,698.7 23.5% 2,180.0 224.9 10.3%
FPUC 94.0 243.1 258.6% 83.7 27.6 33.0%
Total 69,147.0 23,167.4 33.5% 19,619.8 2,826.8 14.4%

Total 10-Year Projected SPP Investment Per Customer
Includes Capital and O&M Investment
Projected 10-Year
10-Year Investment
Total Per
Investment Customer
Customers $ Millions $
FPL 5,700,000 14,854.2 2,606
Duke 1,879,073 8,129.5 4,326
TEC 824,322 2,075.9 2,518
FPUC 32,993 263.1 7,976
Total 8,436,388 25,322.7 3,002

HOW DO THESE COSTS COMPARE TO THE BENEFITS FROM POTENTIAL
SAVINGS IN STORM DAMAGE AND RESTORATION COSTS?
The estimated costs are much greater than the benefits from potential savings for each

utility and for nearly all of the programs and projects, although FPUC and FPL did not,
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and refused to, provide quantifications of the benefits from potential savings in storm
damage and restoration costs.

The following table provides a summary of the costs and dollar benefits by utility
and in the aggregate by year and in total for the ten-year period and a fifty-year period. |
show $0 (“n/a”) in benefits for FPUC and FPL, consistent with their failure to quantify any

benefits from potential savings in storm damage and restoration costs.

Total 10-Year Projected SPP Costs and Benefits Summary
Includes Capital and O&M Investment
Projected Escalated Escalated
Projected Annual Awided Benefits Awoided Benefits
10-Year Awided Restoration to Costs Restoration to Costs
Total Restoration Costs Over Ratio Costs Owver Ratio
Investment Costs 10 Years 10 Years 50 Years 50 Years
$ Millions $ Millions $ Millions % $ Millions %
FPL 14,854.2 n/a n/a n/a n/a n/a
Duke 8,129.5 56.5 647.7 8% 6,373.0 78%
TEC 2,075.9 13.0 149.5 7% 1,470.6 71%
FPUC 263.1 n/a n/a n/a n/a n/a
Total 25,322.7 69.5 797.2 7,843.6
Note: Benefits Calculations Not Provided by FPL and FPUC.

WHY ARE THESE SUMMARIES AND COMPARISONS SIGNIFICANT IN
THESE PROCEEDINGS?

They provide context for the Commission in its review of the proposed SPPs, including the
sheer magnitude of the incremental capital expenditures and O&M expense and the rate

impacts of these costs, &
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autherized. They also demonstrate that the costs of the proposed SPP programs and

projects far outweigh the benefits from savings in storm damage and restoration costs.
The Commission also should keep in mind that the impact of the SPP programs is

yet another addition to the customer bill in an environment of high inflation, skyrocketing

natural gas prices and other base rate increases.

D. Summary of Conclusions and Recommendations

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.

Each utility’s proposed SPP capital expenditures, O&M expenses, increases in rate base,
and resulting increases in customer rates are significant. The SPP capital expenditures and
O&M expenses are incremental costs with incremental customer rate impacts. The
framework, scope, selection, ranking, magnitude, prudenee; and authorization to proceed
of the SPP programs and projects will be determined in these proceedings, not in the
subsequent SPPCRC proceeding. Therefore, the decision criteria, ratemaking principles,

and rate recovery of the SPP project costs are important factors in the decision making

process in this and the other SPP proceedings now pending.
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The Commission should apply rational and specific decision criteria to the
selection, ranking, and magnitude of the proposed programs and projects and apply those
decision criteria consistently to all four utilities in these proceedings. The decision criteria

should include justification in the form of a benefit/cost analysis in addition to the

qualitative assessments of whether the programs and projects will reduce restoration costs

and outage times. Fhe-economicjustifications-antmpertant-consideration-in-whetherthe

in—the—SPP—preceedings, in contrast to whether the costs actually incurred during

implementation of the programs and projects were prudently incurred and reasonable,
which is determined in the SPPCRC proceeding.

In addition, the total multi-year customer rate impact can be considered only in the
SPP proceeding. The SPPCRC proceedings address the actual recovery and annual
customer rate impact only after the decision process in these SPP proceedings is complete,

projects are approved, and the SPP programs and projects are implemented.
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I1. DECISION CRITERIAFOR THE RATIONAL SELECTION, RANKING, AND

MAGNITUDE OF SPP PROGRAMS AND PROJECTS

DESCRIBE THE FRAMEWORK FOR THE SELECTION AND RANKING OF
SPP PROGRAMS AND PROJECTS.
Section 366.96, Fla. Stat., and Rule 25-6.030, F.A.C., establish the required framework for
the utility’s SPP, including the utility’s identification of projects that are designed to reduce
outage restoration costs and outage times, information necessary to develop and apply
decision criteria for the selection, ranking, and magnitude of the SPP programs and costs,
estimates of the customer rate impacts, and parameters for recovery of the actual costs
incurred for the SPP projects offset by costs recovered through base rates and other clause
recoveries as well as savings in those costs.

The SPP framework provides important customer safeguards that should be
enforced to require the utility to: 1) identify new programs and projects or the expansion
of existing programs and projects that are not within the scope of its existing base rate
programs and cost recoveries in the normal course of business; 2) limit requests to
programs and projects that are prudent and reasonable; 3) justify the selections, rankings,
and magnitude of SPP programs, projects, and costs; 4) ensure there is a comparison of

benefits to costs; 5) effectively consider the rate impact on customers, and 6) ensure that
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the utility only recovers incremental costs, net of decremental (avoided) costs or reductions

in costs (savings), through the SPPCRC.
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ARE THE SPP RULE AND THE SPPCRC RULE SEQUENTIAL AND
INTERRELATED?

Yes. Certain ratemaking determinations required pursuant to the SPPCRC Rule
necessarily start with an assessment of the SPP programs and projects that can only be
performed in the SPP proceeding, and then are confirmed and refined in the SPPCRC

proceeding for cost recovery purposes.

and-determine-the—magnitude—of-SPP—projeets: The Commission also must determine

2 §366.96(8), Fla. Stat.; Rule 25.6.031(6)(a), F.A.C.
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whether the Company has quantified the revenue requirement and customer rate impacts
in an accurate and comprehensive manner, although the final SPPCRC rate quantifications

will be performed in the SPPCRC proceeding.

ARE EACH OF THE UTILITY’S PROPOSED PROGRAMS AND PROJECTS

OUTSIDE THE SCOPE OF THE EXISTING BASE RATE PROGRAMS AND

COST RECOVERIES IN THE NORMAL COURSE OF BUSINESS?
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ARE EACH OF THE UTILITY’S PROPOSED PROGRAMS AND PROJECTS

PRUDENT AND REASONABLE?

DID THE UTILITIES CONSISTENTLY APPLY A BENEFIT/COST ANALYSIS
TO DETERMINE THE SELECTION, RANKING, AND MAGNITUDE OF THE
SPP PROGRAMS?
No. The utilities used a variety of decision criteria, qualitative and quantitative, but none
of them relied on a benefit/cost analysis as a threshold decision criterion to qualify a
program or project for inclusion in its SPP. Nor were the decision criteria consistent among
the utilities or even among each utility’s SPP programs and projects.®

Neither FPUC nor FPL developed or relied on any benefit/cost analysis. Although
neither DEF nor Tampa developed or relied on benefit/cost analyses as a threshold decision
criterion to qualify their programs, they both used a form of benefit/cost analysis for the
ranking and the magnitude of their programs. However, the DEF and Tampa forms of
benefit/cost analysis were flawed and used to calculate excessive dollar benefits by
including the societal value of customer interruptions in addition to their estimates of

avoided damages and restoration costs. The societal value of customer interruptions is a

3 | have attached a brief summary of each utility’s decision criteria as my Exhibit LK-2.
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highly subjective quantitative measure based on interpretations of a range of customer
survey results. The societal value of customer interruptions is not a cost that actually is
incurred or avoided by the utility or customer and should be excluded from the justification

of SPP programs and projects using benefit cost analyses.

WHY IS AN ECONOMIC JUSTIFICATION NECESSARY AS A THRESHOLD

DECISION CRITERION TO QUALIFY PROGRAMS OR PROJECTS FOR

INCLUSION IN THE SPP?

n-baserates-n-the-normal-course-ef-business: By its terms, the SPP Rule requires the

utility to address and undertake projects “to enhance the utility’s existing infrastructure for

the purpose of reducing restoration costs and outage times associated with extreme weather

conditions therefore improving overall service reliability.” Rule 25-6.030(2)(a), F.A.C.
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HOW SHOULD THE COMMISSION DETERMINE WHETHER THE PROPOSED

SPP PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?
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DOES THE SPP RULE REQUIRE THAT THE UTILITIES PROVIDE A
COMPARISON OF THE “COSTS” AND “BENEFITS” TO DETERMINE IF THE
PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

Yes. The SPP Rule requires the utility to provide “[a] comparison of the costs identified
in subparagraph (3)(d)3. and the benefits identified in subparagraph (3)(d)1.” Rule 25-
6.030(3)(d)4, F.A.C. The context and juxtaposition of the terms “costs” and “benefits”
strongly imply a comparison of dollar costs and dollar benefits, not a comparison of dollar
costs and qualitative benefits. The latter comparison provides no useful decision making
information because it does not provide a useful threshold decision criterion to qualify
programs and projects, does not provide a framework for ranking programs and projects,

and does not allow a rational quantitative basis for the magnitude of programs and projects.


bschultz
Cross-Out


10

11

12

13

14

15

16

17

18

1000

DID EACH OF THE UTILITIES PROVIDE THE REQUIRED COMPARISON OF
THE “COSTS” AND “BENEFITS” IN THEIR SPP FILINGS OR IN RESPONSE
TO DISCOVERY?

No. FPUC and FPL provided no dollar quantifications of benefits in their SPP filings and
refused to provide any dollar quantifications in response to OPC discovery. FPUC claimed
that it had not quantified avoided cost savings benefits and stated that it did not rely on an
economic benefit cost criterion for the selection, ranking, or magnitude of its proposed
programs and projects. Both FPUC and FPL argued that the SPP Rule’s text requiring the
comparison of costs and benefits did not require the utilities to provide a dollar
quantification of the benefits, but instead required only that there had to be benefits, which
they qualitatively described to meet the “objectives” and or “requirements” of the SPP
Rule.

In contrast to FPUC and FPL, DEF and Tampa quantified expected dollar benefits
in their SPP filings based on their modeling results and provided additional detail on their
modeling and quantifications of the dollar benefits in response to OPC discovery. DEF
developed its benefit quantifications using a storm damage model developed by
Guidehouse. Tampa developed its benefit quantifications using a Storm Resilience Model,

which includes a Storm Impact Model, developed by 1898 & Co.
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DO FPUC AND FPL HAVE STORM DAMAGE MODELS SIMILAR TO THE
MODELS THAT WERE USED BY DEF AND TAMPA TO CALCULATE DOLLAR
BENEFITS?

Yes. All four utilities have storm damage models that can be used to quantify the dollar
benefits of the SPP programs and projects. DEF and Tampa used their models for their

SPPs; FPUC and FPL did not.

ARE ANY OF THE UTILITIES’ SPP PROGRAMS ECONOMICALLY
JUSTIFIED?

No. This is extremely problematic. None of the SPP programs have benefits that exceed
the costs. None of the utilities used a benefit/cost test to qualify its programs or projects,
although DEF and Tampa used a flawed form of a benefit/cost test to rank their programs

and projects and to determine the maximum expenditure levels for its programs.

IF THE SPP PROGRAMS ARE NOT ECONOMICALLY JUSTIFIED, CAN THE

PROGRAMS AND PROJECTS OR THE RELATED COSTS BE PRUDENT OR

REASONABLE?
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I11. METHODOLOGIES TO CALCULATE THE REVENUE REQUIREMENTS
AND CUSTOMER RATE IMPACTS
DID THE UTILITIES CONSISTENTLY CALCULATE THE REVENUE

REQUIREMENT EFFECTS OF THEIR SPP PROGRAMS?
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DID TAMPA’'S CALCULATIONS OF THE ESTIMATED REVENUE
REQUIREMENTS ALSO INCLUDE UNIQUE ERRORS THAT SHOULD BE
CORRECTED IN THESE PROCEEDINGS?

No.

DID THE UTILITIES ALL INCLUDE CWIP IN RATE BASE?
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Q. DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes.
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EXAM NATI ON

2 BY M5. CHRI STENSEN
3 Q Good afternoon, M. Kollen. Can you pl ease
4 state your nane and your business address for the record
5 in Docket 202200497
6 A Yes. M nane is Lane Kollen. M business
7 address is J. Kennedy and Associ ates, |ncorporated, 570
8 Colonial Park Drive, Suite 305, Roswell, Georgia, 30075.
9 Q And did you cause to be prefiled direct
10 testinony consisting of 29 pages in Docket No. 20220049,
11 including cover pages?
12 A Yes.
13 Q And are you aware that portions of your
14 prefiled direct testinony have been subject to a notion
15 to strike in the docket -- in the dockets and through
16 FPUC with a letter that confornmed your testinony in that
17 docket to the notions to strike?
18 A Yes.
19 Q Now, do you have any corrections to the
20 portions of your testinmony that were not stricken?
21 A No.
22 Q And on the portion of your testinony, did you
23 include hearing exhibits [abeled K -- or LK-1 through
24 LK-77
25 A Yes.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 Q And do you have any corrections to those

2 exhibits?

3 A Yes. M exhibit that is presently | abeled
4 LK-3 should be | abel ed LK-4.

5 Q And with that correction, do you have any

6 other changes to those exhibits?

7 A No.

8 M5. CHRI STENSEN: And those have been narked
9 for identification in the CEL as 40 through 46.

10 (Whereupon, prefiled direct testinony of Lane

11  Kollen in Docket No. 20220049 was inserted.)
12
13
14
15
16
17
18
19
20
21
22
23
24

25

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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I. QUALIFICATIONS AND SUMMARY

A. Qualifications

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

(“Kennedy and Associates”), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 30075.

DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

| earned a Bachelor of Business Administration (“BBA”) degree in accounting and a
Master of Business Administration (“MBA”) degree from the University of Toledo. I also
earned a Master of Arts (“MA”) degree in theology from Luther Rice College & Seminary.
I am a Certified Public Accountant (“CPA”), with a practice license, Certified Management
Accountant (“CMA”), and Chartered Global Management Accountant (“CGMA”). lama
member of numerous professional organizations, including the American Institute of
Certified Public Accountants, Institute of Management Accounting, Georgia Society of
CPAs, and Society of Depreciation Professionals.

I have been an active participant in the utility industry for more than forty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and thereafter
as a consultant in the industry since 1983. I have testified as an expert witness on hundreds
of occasions in proceedings before regulatory commissions and courts at the federal and
state levels. In those proceedings, | have addressed ratemaking, accounting, finance, tax,
and planning issues, among others.

I have testified before the Florida Public Service Commission on numerous

occasions, including base rate, fuel adjustment clause, acquisition, and territorial
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proceedings involving Florida Power & Light Company (“FPL”), Duke Energy Florida

(“DEF”), Talquin Electric Cooperative, City of Tallahassee, and City of Vero Beach.!

B. Purpose of Testimony

ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

| am providing this testimony on behalf of the Florida Office of Public Counsel (“OPC”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address and make recommendations regarding the
proposed Storm Protection Plans (“SPP”) filed by Florida Public Utilities Company
(“FPUC”), Duke Energy Florida, LLC (“DEF”), Tampa Electric Company (“Tampa”), and
Florida Power and Light Company (“FPL”) (collectively, the “utilities”). In this testimony,

| specifically address the SPP filing for FPUC.

Rule 25-
6.030, Florida Administrative Code (“SPP Rule”), and Rule 25-6.031, F.A.C. (“SPPCRC
Rule™) to the extent that the outcome of these proceedings will affect the cost recoveries in
the Storm Protection Plan Cost Recovery Clause (“SPPCRC”) proceedings pursuant to the
SPPCRC Rule. My testimony should be considered in conjunction with the testimony of

Witness Kevin Mara on behalf of OPC.

11 have attached a more detailed description of my qualifications and regulatory appearances as my Exhibit
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C. Scope of the SPP Requests

PLEASE SUMMARIZE THE SPP REQUESTS.
In the aggregate, the four utilities seek authorization for programs and projects they
estimate will cost $25.323 billion over the next ten years (2023-2032), consisting of
$23.167 billion in capital expenditures and $2.156 billion in operation and maintenance
(“O&M”) expense. The capital expenditures will have a growing and cumulative
ratemaking impact for the duration of the SPPs and beyond of 40 or more years over the
service lives of the plant assets. These amounts are in addition to the capital expenditures
and O&M expense expended in prior years and this year for storm hardening and storm
protection programs. The utilities also expect to seek authorization for additional amounts
in subsequent SPP updates beyond the ten years reflected in these proceedings.

The following tables provide a summary of the estimated SPP program

expenditures for each utility by year and in total for the ten-year period.

Florida Public Utilities Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 2.3 6.7 16.9 54.2 53.2 19.9 196 19.8 25.3 25.2 243.1
0O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Owerall Total 3.7 8.3 18.7 57.2 56.1 21.8 21.4 21.6 27.2 27.1 263.1

Duke Energy Florida, LLC
SPP Program Expenditures

$ Millions
SPP Costs by Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 602.7 693.4 775.2 748.8 747.7 749.7 748.5 750.6 749.4 751.6 7,3175
O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Owerall Total 674.8 770.5 854.1 826.9 826.7 831.5 830.9 836.4 836.2 841.6 8,129.5
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Tampa Electric Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 169.9 168.7 173.1 172 9 169.0 167.5 169.6 166.0 172.5 169.4 1,698.7
O&M Expense Total 31.0 34.0 33.7 352 36.3 37.7 39.6 41.2 43.1 45.3 377.1
Ovwerall Total 200.9 202.7 206.8 208 2 205.4 205.2 209.2 207.3 215.6 214.7 2,075.9
Florida Power & Light Company
SPP Program Expenditures
$ Millions
SPP Costs by Year
Total Company 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total| 1,458.9 1,559.5 1,520.4| 1,200.8 1,319.0 1,350.0 1,388.4 1,423.4 1,347.6 1,340.1 | 13,908.0
O&M Expense Total 86.0 86.7 88.0 88.2 94.1 100.3 99.8 100.5 100.9 101.5 946.2
Owerall Total 1,544.9 1,646.3 1,608.4 1,289.0 1,413.1 1,450.3 1,488.2 1,523.9 1,448.5 1,441.6 | 14,854.2

WHAT EFFECTS WILL THE REQUESTS HAVE ON CUSTOMER RATES?

The incremental effects on present customer rates will be significant as measured over

multiple ratemaking metrics, including SPP revenue requirements, net plant in service,

annual electric revenues, and cost per customer. The following table provides a summary

of the revenue requirements by utility and in the aggregate by year and in total for the ten-

year period.

Florida Public Utilities Company

SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 0.3 0.6 2.0 6.0 12.5 17.0 19.0 21.0 23.2 25.7 127.3
O&M Expense Total 1.4 1.6 1.9 30 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Ovwerall Total 1.7 2.2 3.9 90 15.4 18.9 20.8 22.8 25.1 27.6 147.3
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Duke Energy Florida, LLC
SPP Program Revenue Requirements
$ Millions
SPP Revenue
Requirements By
Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 77.3 144.2 217.9 303 3 378.5 451.1 522 2 590.7 657.8 722.1 4,065.2
0O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Ovwerall Total 149.4 221.3 296.8 381.4 457.5 533.0 604.7 676.5 744.6 812.1 4,877.2

Tampa Electric Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 17.2 358 53.8 72.3 91.4 109.8 127.9 145.5 163.0 180.0 996.6
O&M Expense Total 30.7 336 33.4 34.9 36.0 37.4 39.3 40 9 42.8 44.9 374.0
Overall Total 47.9 69.4 87.2 107.2 127.4 147.3 167.2 186.4 205.7 224.9 1,370.7

Florida Power & Light Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year Jurisdictional 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 332.9 509.3 685 9 836.6 971.5 1,112.3 1,254.0 1,396.5 1,533.2 1,661.6 [ 10,293.8
0O&M Expense Total 85.2 85.9 872 87.5 93.3 99.4 98.9 99.6 100.0 100.6 937 6
Ovwerall Total 418.0 595.2 773.2 924.1 1,064.8 1,211.7 1,352.9 1,496.1 1,633.2 1,762.2 | 11,2313

In addition to the revenue requirement effects of the proposed SPPs shown on the
preceding tables, the following tables compare other ratemaking metrics, including capital
expenditures compared to present net plant in service, increases in the revenue requirement
compared to present revenues, and the cost per customer. These metrics provide additional

context as to the magnitude and the impacts on customer rates.
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Total 10-Year Projected Spend and Revenue Requirements
Compared to Total Net Plant in Senice and Revenues
Actual Results For the 12 Months Ended December 31, 2021
$ Millions
Projected
Net 10-Year Percentage SPP Revenue Percentage
Plant Proposed Increase 2021 Requirement Increase
In Capital in Net Electric In Year in
Senice Spend Plant Revenues 10 Revenues
FPL 44,891.0 13,908.0 31.0% 12,244.3 1,762.2 14.4%
Duke 16,946.5 7,317.5 43.2% 5,111.8 812.1 15.9%
TEC 7,215.5 1,698.7 23.5% 2,180.0 224.9 10.3%
FPUC 94.0 243.1 258.6% 83.7 27.6 33.0%
Total 69,147.0 23,167.4 33.5% 19,619.8 2,826.8 14.4%

Total 10-Year Projected SPP Investment Per Customer
Includes Capital and O&M Investment
Projected 10-Year
10-Year Investment
Total Per
Investment Customer
Customers $ Millions $
FPL 5,700,000 14,854.2 2,606
Duke 1,879,073 8,129.5 4,326
TEC 824,322 2,075.9 2,518
FPUC 32,993 263.1 7,976
Total 8,436,388 25,322.7 3,002

HOW DO THESE COSTS COMPARE TO THE BENEFITS FROM POTENTIAL
SAVINGS IN STORM DAMAGE AND RESTORATION COSTS?
The estimated costs are much greater than the benefits from potential savings for each

utility and for nearly all of the programs and projects, although FPUC and FPL did not,



11

12

1019

and refused to, provide quantifications of the benefits from potential savings in storm
damage and restoration costs.

The following table provides a summary of the costs and dollar benefits by utility
and in the aggregate by year and in total for the ten-year period and a fifty-year period. |
show $0 (“n/a”) in benefits for FPUC and FPL, consistent with their failure to quantify any

benefits from potential savings in storm damage and restoration costs.

Total 10-Year Projected SPP Costs and Benefits Summary
Includes Capital and O&M Investment
Projected Escalated Escalated
Projected Annual Awided Benefits Awided Benefits
10-Year Awided Restoration to Costs Restoration to Costs
Total Restoration Costs Over Ratio Costs Ower Ratio
Investment Costs 10 Years 10 Years 50 Years 50 Years
$ Millions $ Millions $ Millions % $ Millions %
FPL 14,854.2 n/a n/a n/a n/a n/a
Duke 8,129.5 56.5 647.7 8% 6,373.0 78%
TEC 2,075.9 13.0 149.5 7% 1,470.6 71%
FPUC 263.1 n/a n/a n/a n/a n/a
Total 25,322.7 69.5 797.2 7,843.6
Note: Benefits Calculations Not Provided by FPL and FPUC.

WHY ARE THESE SUMMARIES AND COMPARISONS SIGNIFICANT IN
THESE PROCEEDINGS?
They provide context for the Commission in its review of the proposed SPPs, including the

sheer magnitude of the incremental capital expenditures and O&M expense and the rate

impactsofhesecost,



10

11

12

13

14

1020

I <y also demonstrate that the costs of the proposed SPP programs and

projects far outweigh the benefits from savings in storm damage and restoration costs.
The Commission also should keep in mind that the impact of the SPP programs is

yet another addition to the customer bill in an environment of high inflation, skyrocketing

natural gas prices and other base rate increases.

D. Summary of Conclusions and Recommendations

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.

Each utility’s proposed SPP capital expenditures, O&M expenses, increases in rate base,
and resulting increases in customer rates are significant. The SPP capital expenditures and
O&M expenses are incremental costs with incremental customer rate impacts. The
framework, scope, selection, ranking, magnitude, [JJi)j and authorization to proceed
of the SPP programs and projects will be determined in these proceedings, not in the
subsequent SPPCRC proceeding. Therefore, the decision criteria, ratemaking principles,
and rate recovery of the SPP project costs are important factors in the decision making

process in this and the other SPP proceedings now pending.
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The Commission should apply rational and specific decision criteria to the
selection, ranking, and magnitude of the proposed programs and projects and apply those
decision criteria consistently to all four utilities in these proceedings. The decision criteria
should include justification in the form of a benefit/cost analysis in addition to the
qualitative assessments of whether the programs and projects will reduce restoration costs

and outage times.

in contrast to whether the costs actually incurred during

implementation of the programs and projects were prudently incurred and reasonable,
which is determined in the SPPCRC proceeding.

In addition, the total multi-year customer rate impact can be considered only in the
SPP proceeding. The SPPCRC proceedings address the actual recovery and annual
customer rate impact only after the decision process in these SPP proceedings is complete,

projects are approved, and the SPP programs and projects are implemented.
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DECISION CRITERIA FOR THE RATIONAL SELECTION, RANKING, AND
MAGNITUDE OF SPP PROGRAMS AND PROJECTS

DESCRIBE THE FRAMEWORK FOR THE SELECTION AND RANKING OF
SPP PROGRAMS AND PROJECTS.

Section 366.96, Fla. Stat., and Rule 25-6.030, F.A.C., establish the required framework for
the utility’s SPP, including the utility’s identification of projects that are designed to reduce
outage restoration costs and outage times, information necessary to develop and apply
decision criteria for the selection, ranking, and magnitude of the SPP programs and costs,
estimates of the customer rate impacts, and parameters for recovery of the actual costs
incurred for the SPP projects offset by costs recovered through base rates and other clause
recoveries as well as savings in those costs.

The SPP framework provides important customer safeguards that should be
enforced to require the utility to: 1) identify new programs and projects or the expansion
of existing programs and projects that are not within the scope of its existing base rate
programs and cost recoveries in the normal course of business; 2) limit requests to
programs and projects that are prudent and reasonable; 3) justify the selections, rankings,
and magnitude of SPP programs, projects, and costs; 4) ensure there is a comparison of
benefits to costs; 5) effectively consider the rate impact on customers; and 6) ensure that
the utility only recovers incremental costs, net of decremental (avoided) costs or reductions

in costs (savings), through the SPPCRC.
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ARE THE SPP RULE AND THE SPPCRC RULE SEQUENTIAL AND
INTERRELATED?

Yes. Certain ratemaking determinations required pursuant to the SPPCRC Rule
necessarily start with an assessment of the SPP programs and projects that can only be
performed in the SPP proceeding, and then are confirmed and refined in the SPPCRC

proceeding for cost recovery purposes.

I e Commission dlso must detemine

whether the Company has quantified the revenue requirement and customer rate impacts

2 § 366.96(8), Fla. Stat.; Rule 25.6.031(6)(a), F.A.C.
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in an accurate and comprehensive manner, although the final SPPCRC rate quantifications

will be performed in the SPPCRC proceeding.

ARE EACH OF THE UTILITIES’ PROPOSED PROGRAMS AND PROJECTS
OUTSIDE THE SCOPE OF THE EXISTING BASE RATE PROGRAMS AND

COST RECOVERIES IN THE NORMAL COURSE OF BUSINESS?

3
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PRUDENT AND REASONABLE?
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DID THE UTILITIES CONSISTENTLY APPLY A BENEFIT/COST ANALYSIS
TO DETERMINE THE SELECTION, RANKING, AND MAGNITUDE OF THE
SPP PROGRAMS?
No. The utilities used a variety of decision criteria, qualitative and quantitative, but none
of them relied on a benefit/cost analysis as a threshold decision criterion to qualify a
program or project for inclusion in its SPP. Nor were the decision criteria consistent among
the utilities or even among each utility’s SPP programs and projects.®

Neither FPUC nor FPL developed or relied on any benefit/cost analyses. Although
neither DEF nor Tampa developed or relied on benefit/cost analyses as a threshold decision
criterion to qualify their programs, they both used a form of benefit/cost analysis for the

ranking and the magnitude of their programs.

WHY IS AN ECONOMIC JUSTIFICATION NECESSARY AS A THRESHOLD
DECISION CRITERION TO QUALIFY PROGRAMS OR PROJECTS FOR

INCLUSION IN THE SPP?

3 | have attached a brief summary of each utility’s decision criteria as my Exhibit LK-2.



~ I Il BN B B =

© oo

[ERY
o

1028

By its terms, the SPP Rule requires the
utility to address and undertake projects “to enhance the utility’s existing infrastructure for
the purpose of reducing restoration costs and outage times associated with extreme weather

conditions therefore improving overall service reliability.” Rule 25-6.030(2)(a), F.A.C.



o

(6]

H B EEl -

17

18

19

20

21

22

23

1029

HOW SHOULD THE COMMISSION DETERMINE WHETHER THE PROPOSED

SPP PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

DOES THE SPP RULE REQUIRE THAT THE UTILITIES PROVIDE A
COMPARISON OF THE “COSTS” AND “BENEFITS” TO DETERMINE IF THE
PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

Yes. The SPP Rule requires the utility to provide “[a] comparison of the costs identified
in subparagraph (3)(d)3, and the benefits identified in subparagraph (3)(d)1.” Rule 25-
6.030(3)(d)4, F.A.C. The context and juxtaposition of the terms “costs” and “benefits”
strongly imply a comparison of dollar costs and dollar benefits, not a comparison of dollar
costs and qualitative benefits. The latter comparison provides no useful decision making

information because it does not provide a useful threshold decision criterion to qualify
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programs and projects, does not provide a framework for ranking programs and projects,

and does not allow a rational quantitative basis for the magnitude of programs and projects.

DID EACH OF THE UTILITIES PROVIDE THE REQUIRED COMPARISON OF
THE “COSTS” AND “BENEFITS” IN THEIR SPP FILINGS OR IN RESPONSE
TO DISCOVERY?
No. FPUC and FPL provided no dollar quantifications of benefits in their SPP filings and
refused to provide any dollar quantifications in response to OPC discovery. FPUC claimed
that it had not quantified avoided cost savings benefits and stated that it did not rely on an
economic benefit cost criterion for the selection, ranking, or magnitude of its proposed
programs and projects.* Both FPUC and FPL argued that the SPP Rule’s text requiring the
comparison of costs and benefits did not require the utilities to provide a dollar
quantification of the benefits, but instead required only that there had to be benefits, which
they qualitatively described to meet the “objectives” and or “requirements” of the SPP
Rule.®

In contrast to FPUC and FPL, DEF and Tampa quantified expected dollar benefits
in their SPP filings based on their modeling results and provided additional detail on their
modeling and quantifications of the dollar benefits in response to OPC discovery. DEF
developed its benefit quantifications using a storm damage model developed by
Guidehouse. Tampa developed its benefit quantifications using a Storm Resilience Model,

which includes a Storm Impact Model, developed by 1898 & Co.

4 FPUC’s response to Interrogatory No. 13(a and b) in OPC’s Third Set of Interrogatories in Docket No.

20220049-El. | have attached a copy of this response as my Exhibit LK-3.

5 FPL’s response to Interrogatory No. 14(a) in OPC’s Third Set of Interrogatories in Docket No. 20220051-

El. I have attached a copy of this response as my Exhibit LK-4.
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DOES FPUC HAVE A STORM DAMAGE MODEL SIMILAR TO THE MODELS
THAT WERE USED BY DEF AND TAMPA TO CALCULATE DOLLAR
BENEFITS?
Yes. All four utilities have storm damage models that can be used to quantify the dollar
benefits of the SPP programs and projects. However, while DEF and Tampa used their
models for their SPPs; FPUC and FPL did not. FPUC relied on a storm resiliency risk
model developed by Pike Engineering, although it is not clear that this model forecasts
damage and restoration costs that could be avoided (dollar benefits) due to its SPP
programs and projects.

Regardless of whether FPUC and FPL have models that could have been used to
calculate dollar benefits, the fact is that they chose not to provide dollar benefits in their

SPP filings and refused to do so in response to OPC discovery.

ARE ANY OF THE UTILITIEST SPP PROGRAMS ECONOMICALLY

JUSTIFIED?

No. This is extremely problematic. None of the SPP programs has benefits that exceed
the costs. None of the utilities used a benefit/cost test to qualify its programs or projects,
although DEF and Tampa used a flawed form of a benefit/cost test to rank their programs

and projects and to determine the maximum expenditure levels for its programs.

IF THE SPP PROGRAMS ARE NOT ECONOMICALLY JUSTIFIED, CAN THE
PROGRAMS AND PROJECTS OR THE RELATED COSTS BE PRUDENT OR

REASONABLE?
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WHAT ARE YOUR RECOMMENDATIONS?

Q.
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CUSTOMER RATE IMPACTS

DID THE UTILITIES CONSISTENTLY CALCULATE THE REVENUE

REQUIREMENT EFFECTS OF THEIR SPP PROGRAMS?
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DID FPUC’S CALCULATIONS OF THE ESTIMATED REVENUE
REQUIREMENTS ALSO INCLUDE UNIQUE ERRORS THAT SHOULD BE

CORRECTED IN THESE PROCEEDINGS?
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% In FPUC’s response to Interrogatory No. 9 in OPC’s Second Set of Interrogatories in Docket No. 20220049-
El, FPUC agreed to remove its investment at December 31, 2021 from its recoverable SPP costs, but did not agree to
remove its engineering and planning costs estimated to be incurred in 2022, including those prior to the approval of
its SPP from its SPP costs and ratemaking recovery. | have attached a copy of this response as my Exhibit LK-5.

" FPUC’s response to Interrogatory No. 19(a) in OPC’s Third Set of Interrogatories in Docket No. 20220049-
El. Inthat response, FPUC agreed that it should not include or recover depreciation expense on CWIP. | have attached
a copy of this response as my Exhibit LK-6.

8 FPUC’s response to Interrogatory No. 19(b) in OPC’s Third Set of Interrogatories in Docket No. 20220049-
El. In that response, FPUC agreed that it should not include or recover property tax expense on CWIP. See Exhibit
LK-6.

® FPUC’s response to Interrogatory No. 20(a) in OPC’s Third Set of Interrogatories in Docket
No. 20220049-El. In that response, FPUC stated that it would recover the distribution pole inspection and replacement
program and transmission pole inspection and hardening inspection program expenses exclusively through base rates,
although this could change in future SPP filings. FPUC stated that it would continue to recover a portion of the
vegetation management expenses through base rates and the remaining amount through SPPCRC rates. | have
attached a copy of this response as my Exhibit LK-7.

10 FPUC’s response to Interrogatory No. 20(b) in OPC’s Third Set of Interrogatories in Docket
No. 20220049-El. See Exhibit LK-7.
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DID THE UTILITIES ALL INCLUDE CWIP IN RATE BASE?

n
>
s
m
_|
-
Y
Z
o
Z
@)
2
T
Z
T
>
_|
M
o
>
(9]
M
m
Pad
0
C
0
_|
>
-<
>
-
_|
I
o
X
N
M
O
Z
_|
I
M

STATUTE, SPP RULE, OR THE SPPCRC RULE?

' FPUC’s response to Interrogatory No. 19(a) in OPC’s Third Set of Interrogatories in Docket No. 20220049-
El. See Exhibit LK-6.
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IS IT POSSIBLE TO LEGITIMATELY ASSESS WHETHER CWIP COSTS ARE

PRUDENT PRIOR TO THE COMPLETION OF CONSTRUCTION AND THE

CONVERSION OF THE CWIP TO PLANT IN SERVICE?

ARE THERE ALTERNATIVES TO A RETURN ON CWIP IN RATE BASE
INCLUDED IN THE REVENUE REQUIREMENT AND CUSTOMER IMPACTS
CONSISTENT WITH THE SUBSEQUENT CONSIDERATION OF PRUDENCE

AFTER THE CWIP HAS BEEN CONVERTED TO PLANT IN SERVICE?
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WHY IS THE RETURN ON CWIP A CONCERN THAT NEEDS TO BE

ADDRESSED IN THESE PROCEEDINGS?

UTILITIES?
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DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes.
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1 M5. CHRI STENSEN: | woul d ask for purposes of
2 proffering for the record, | wll now address the
3 stricken portions of M. Kollen's direct testinony.
4 BY M5. CHRI STENSEN:

5 Q M. Kollen, do you have any corrections to the

6 portions of your testinony that were subject to being

7 stricken?

8 A No.

9 Q And if | were to ask you the sane questions
10 today, would your answers be the sane for the portions
11 of the testinony subject to being stricken?

12 A Yes.

13 (Wher eupon, prefiled direct proffered

14 testinony of Lane Kollen in Docket No. 20220049 was
15 inserted.)
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112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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I. QUALIFICATIONS AND SUMMARY

A. Qualifications

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.

(“Kennedy and Associates”), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 30075.

DESCRIBE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

| earned a Bachelor of Business Administration (“BBA”) degree in accounting and a
Master of Business Administration (“MBA”) degree from the University of Toledo. I also
earned a Master of Arts (“MA”) degree in theology from Luther Rice College & Seminary.
I am a Certified Public Accountant (“CPA”), with a practice license, Certified Management
Accountant (“CMA”), and Chartered Global Management Accountant (“CGMA”). lama
member of numerous professional organizations, including the American Institute of
Certified Public Accountants, Institute of Management Accounting, Georgia Society of
CPAs, and Society of Depreciation Professionals.

I have been an active participant in the utility industry for more than forty years,
initially as an employee of The Toledo Edison Company from 1976 to 1983 and thereafter
as a consultant in the industry since 1983. I have testified as an expert witness on hundreds
of occasions in proceedings before regulatory commissions and courts at the federal and
state levels. In those proceedings, | have addressed ratemaking, accounting, finance, tax,
and planning issues, among others.

I have testified before the Florida Public Service Commission on numerous

occasions, including base rate, fuel adjustment clause, acquisition, and territorial



10

11

12

16

17

18

19

20

LK-1.

1044

proceedings involving Florida Power & Light Company (“FPL”), Duke Energy Florida

(“DEF”), Talquin Electric Cooperative, City of Tallahassee, and City of Vero Beach.!

B. Purpose of Testimony

ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

I am providing this testimony on behalf of the Florida Office of Public Counsel (“OPC”).

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address and make recommendations regarding the
proposed Storm Protection Plans (“SPP”) filed by Florida Public Utilities Company
(“FPUC”), Duke Energy Florida, LLC (“DEF”), Tampa Electric Company (“Tampa”), and
Florida Power and Light Company (“FPL”) (collectively, the “utilities”). In this testimony,

I specifically address the SPP filing for FPUC.

366.96; Florida Statutes, Storm-Protection-Plan-Cost Recavery-(“SPP-Statute™); Rule 25-

6.030, Florida Administrative Code (“SPP Rule”), and Rule 25-6.031, F.A.C. (“SPPCRC

Rule™) to the extent that the outcome of these proceedings will affect the cost recoveries in
the Storm Protection Plan Cost Recovery Clause (“SPPCRC”) proceedings pursuant to the
SPPCRC Rule. My testimony should be considered in conjunction with the testimony of

Witness Kevin Mara on behalf of OPC.

11 have attached a more detailed description of my qualifications and regulatory appearances as my Exhibit
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C. Scope of the SPP Requests

PLEASE SUMMARIZE THE SPP REQUESTS.
In the aggregate, the four utilities seek authorization for programs and projects they
estimate will cost $25.323 billion over the next ten years (2023-2032), consisting of
$23.167 billion in capital expenditures and $2.156 billion in operation and maintenance
(“O&M”) expense. The capital expenditures will have a growing and cumulative
ratemaking impact for the duration of the SPPs and beyond of 40 or more years over the
service lives of the plant assets. These amounts are in addition to the capital expenditures
and O&M expense expended in prior years and this year for storm hardening and storm
protection programs. The utilities also expect to seek authorization for additional amounts
in subsequent SPP updates beyond the ten years reflected in these proceedings.

The following tables provide a summary of the estimated SPP program

expenditures for each utility by year and in total for the ten-year period.

Florida Public Utilities Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 2.3 6.7 16.9 54.2 53.2 19.9 19.6 19.8 25.3 25.2 243.1
0O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Owerall Total 3.7 8.3 18.7 57.2 56.1 21.8 21.4 21.6 27.2 27.1 263.1

Duke Energy Florida, LLC
SPP Program Expenditures

$ Millions
SPP Costs by Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 602.7 693.4 775.2 748.8 747.7 749.7 748.5 750.6 749.4 751.6 7,3175
O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Owerall Total 674.8 770.5 854.1 826.9 826.7 831.5 830.9 836.4 836.2 841.6 8,129.5
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Tampa Electric Company
SPP Program Expenditures

$ Millions
SPP Costs by Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 169.9 168.7 173.1 172.9 169.0 167.5 169.6 166.0 172.5 169.4 1,698.7
O&M Expense Total 31.0 34.0 33.7 35.2 36.3 37.7 39.6 41.2 43.1 45.3 377.1
Ovwerall Total 200.9 202.7 206.8 208.2 205.4 205.2 209.2 207.3 215.6 214.7 2,075.9
Florida Power & Light Company
SPP Program Expenditures
$ Millions
SPP Costs by Year
Total Company 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total| 1,458.9 1,559.5 1,520.4| 1,200.8 1,319.0 1,350.0 1,388.4 1,423.4 1,347.6 1,340.1 | 13,908.0
O&M Expense Total 86.0 86.7 88.0 88.2 94.1 100.3 99.8 100.5 100.9 101.5 946.2
Owerall Total 1,544.9 1,646.3 1,608.4 1,289.0 1,413.1 1,450.3 1,488.2 1,523.9 1,448.5 1,441.6 | 14,854.2

WHAT EFFECTS WILL THE REQUESTS HAVE ON CUSTOMER RATES?

The incremental effects on present customer rates will be significant as measured over

multiple ratemaking metrics, including SPP revenue requirements, net plant in service,

annual electric revenues, and cost per customer. The following table provides a summary

of the revenue requirements by utility and in the aggregate by year and in total for the ten-

year period.

Florida Public Utilities Company

SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 0.3 0.6 2.0 6.0 12.5 17.0 19.0 21.0 23.2 25.7 127.3
O&M Expense Total 1.4 1.6 1.9 3.0 2.9 1.8 1.8 1.8 1.9 1.9 20.0
Ovwerall Total 1.7 2.2 3.9 9.0 15.4 18.9 20.8 22.8 25.1 27.6 147.3
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Duke Energy Florida, LLC
SPP Program Revenue Requirements
$ Millions
SPP Revenue
Requirements By
Year 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 77.3 144.2 217.9 303.3 378.5 451.1 522.2 590.7 657.8 722.1 4,065.2
0O&M Expense Total 72.1 77.1 79.0 78.1 79.0 81.8 82.4 85.8 86.8 90.0 812.0
Ovwerall Total 149.4 221.3 296.8 381.4 457.5 533.0 604.7 676.5 744.6 812.1 4,877.2

Tampa Electric Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 Total
Capital Total 17.2 35.8 53.8 72.3 91.4 109.8 127.9 145.5 163.0 180.0 996.6
O&M Expense Total 30.7 33.6 33.4 34.9 36.0 37.4 39.3 40.9 42.8 44.9 374.0
Overall Total 47.9 69.4 87.2 107.2 127.4 147.3 167.2 186.4 205.7 224.9 1,370.7

Florida Power & Light Company
SPP Program Revenue Requirements

$ Millions
SPP Revenue
Requirements By
Year Jurisdictional 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total
Capital Total 332.9 509.3 685.9 836.6 971.5 1,112.3 1,254.0 1,396.5 1,533.2 1,661.6 [ 10,293.8
0O&M Expense Total 85.2 85.9 87.2 87.5 93.3 99.4 98.9 99.6 100.0 100.6 937.6
Ovwerall Total 418.0 595.2 773.2 924.1 1,064.8 1,211.7 1,352.9 1,496.1 1,633.2 1,762.2 [ 11,231.3

In addition to the revenue requirement effects of the proposed SPPs shown on the
preceding tables, the following tables compare other ratemaking metrics, including capital
expenditures compared to present net plant in service, increases in the revenue requirement
compared to present revenues, and the cost per customer. These metrics provide additional

context as to the magnitude and the impacts on customer rates.
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Total 10-Year Projected Spend and Revenue Requirements
Compared to Total Net Plant in Senice and Revenues
Actual Results For the 12 Months Ended December 31, 2021
$ Millions
Projected
Net 10-Year Percentage SPP Revenue Percentage
Plant Proposed Increase 2021 Requirement Increase
In Capital in Net Electric In Year in
Senice Spend Plant Revenues 10 Revenues
FPL 44,891.0 13,908.0 31.0% 12,244.3 1,762.2 14.4%
Duke 16,946.5 7,317.5 43.2% 5,111.8 812.1 15.9%
TEC 7,215.5 1,698.7 23.5% 2,180.0 224.9 10.3%
FPUC 94.0 243.1 258.6% 83.7 27.6 33.0%
Total 69,147.0 23,167.4 33.5% 19,619.8 2,826.8 14.4%

Total 10-Year Projected SPP Investment Per Customer
Includes Capital and O&M Investment
Projected 10-Year
10-Year Investment
Total Per
Investment Customer
Customers $ Millions $
FPL 5,700,000 14,854.2 2,606
Duke 1,879,073 8,129.5 4,326
TEC 824,322 2,075.9 2,518
FPUC 32,993 263.1 7,976
Total 8,436,388 25,322.7 3,002

HOW DO THESE COSTS COMPARE TO THE BENEFITS FROM POTENTIAL
SAVINGS IN STORM DAMAGE AND RESTORATION COSTS?
The estimated costs are much greater than the benefits from potential savings for each

utility and for nearly all of the programs and projects, although FPUC and FPL did not,



10

11

12

1049

and refused to, provide quantifications of the benefits from potential savings in storm
damage and restoration costs.

The following table provides a summary of the costs and dollar benefits by utility
and in the aggregate by year and in total for the ten-year period and a fifty-year period. |
show $0 (“n/a”) in benefits for FPUC and FPL, consistent with their failure to quantify any

benefits from potential savings in storm damage and restoration costs.

Total 10-Year Projected SPP Costs and Benefits Summary
Includes Capital and O&M Investment
Projected Escalated Escalated
Projected Annual Awided Benefits Awoided Benefits
10-Year Awided Restoration to Costs Restoration to Costs
Total Restoration Costs Over Ratio Costs Ower Ratio
Investment Costs 10 Years 10 Years 50 Years 50 Years
$ Millions $ Millions $ Millions % $ Millions %
FPL 14,854.2 n/a n/a n/a n/a n/a
Duke 8,129.5 56.5 647.7 8% 6,373.0 78%
TEC 2,075.9 13.0 149.5 7% 1,470.6 71%
FPUC 263.1 n/a n/a n/a n/a n/a
Total 25,322.7 69.5 797.2 7,843.6
Note: Benefits Calculations Not Provided by FPL and FPUC.

WHY ARE THESE SUMMARIES AND COMPARISONS SIGNIFICANT IN
THESE PROCEEDINGS?

They provide context for the Commission in its review of the proposed SPPs, including the
sheer magnitude of the incremental capital expenditures and O&M expense and the rate

impacts of these costs, &
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autherized: They also demonstrate that the costs of the proposed SPP programs and

projects far outweigh the benefits from savings in storm damage and restoration costs.
The Commission also should keep in mind that the impact of the SPP programs is

yet another addition to the customer bill in an environment of high inflation, skyrocketing

natural gas prices and other base rate increases.

D. Summary of Conclusions and Recommendations

PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS.

Each utility’s proposed SPP capital expenditures, O&M expenses, increases in rate base,
and resulting increases in customer rates are significant. The SPP capital expenditures and
O&M expenses are incremental costs with incremental customer rate impacts. The
framework, scope, selection, ranking, magnitude, prudenee, and authorization to proceed
of the SPP programs and projects will be determined in these proceedings, not in the
subsequent SPPCRC proceeding. Therefore, the decision criteria, ratemaking principles,

and rate recovery of the SPP project costs are important factors in the decision making

process in this and the other SPP proceedings now pending.
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The Commission should apply rational and specific decision criteria to the
selection, ranking, and magnitude of the proposed programs and projects and apply those
decision criteria consistently to all four utilities in these proceedings. The decision criteria

should include justification in the form of a benefit/cost analysis in addition to the

qualitative assessments of whether the programs and projects will reduce restoration costs

and outage times. Fhe-economicjustifications-antmpertant-consideration-in-whetherthe

in—the—SPP—proeeedings; in contrast to whether the costs actually incurred during

implementation of the programs and projects were prudently incurred and reasonable,
which is determined in the SPPCRC proceeding.

In addition, the total multi-year customer rate impact can be considered only in the
SPP proceeding. The SPPCRC proceedings address the actual recovery and annual
customer rate impact only after the decision process in these SPP proceedings is complete,

projects are approved, and the SPP programs and projects are implemented.



bschultz
Cross-Out

bschultz
Cross-Out


1052

ob

D

S & & F I DX F F R F A

di

&


bschultz
Cross-Out


10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1053

DECISION CRITERIA FOR THE RATIONAL SELECTION, RANKING, AND
MAGNITUDE OF SPP PROGRAMS AND PROJECTS

DESCRIBE THE FRAMEWORK FOR THE SELECTION AND RANKING OF
SPP PROGRAMS AND PROJECTS.

Section 366.96, Fla. Stat., and Rule 25-6.030, F.A.C., establish the required framework for
the utility’s SPP, including the utility’s identification of projects that are designed to reduce
outage restoration costs and outage times, information necessary to develop and apply
decision criteria for the selection, ranking, and magnitude of the SPP programs and costs,
estimates of the customer rate impacts, and parameters for recovery of the actual costs
incurred for the SPP projects offset by costs recovered through base rates and other clause
recoveries as well as savings in those costs.

The SPP framework provides important customer safeguards that should be
enforced to require the utility to: 1) identify new programs and projects or the expansion
of existing programs and projects that are not within the scope of its existing base rate
programs and cost recoveries in the normal course of business; 2) limit requests to
programs and projects that are prudent and reasonable; 3) justify the selections, rankings,
and magnitude of SPP programs, projects, and costs; 4) ensure there is a comparison of
benefits to costs; 5) effectively consider the rate impact on customers; and 6) ensure that
the utility only recovers incremental costs, net of decremental (avoided) costs or reductions

in costs (savings), through the SPPCRC.


bschultz
Cross-Out


1054

@ 3 % & F 2 F K

di


bschultz
Cross-Out


10

11

12

13

14

15

iy

t

20

1055

ARE THE SPP RULE AND THE SPPCRC RULE SEQUENTIAL AND
INTERRELATED?

Yes. Certain ratemaking determinations required pursuant to the SPPCRC Rule
necessarily start with an assessment of the SPP programs and projects that can only be
performed in the SPP proceeding, and then are confirmed and refined in the SPPCRC

proceeding for cost recovery purposes.

and-determine-the—magnitude—of-SPP—projeets. The Commission also must determine

whether the Company has quantified the revenue requirement and customer rate impacts

2 § 366.96(8), Fla. Stat.; Rule 25.6.031(6)(a), F.A.C.
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in an accurate and comprehensive manner, although the final SPPCRC rate quantifications

will be performed in the SPPCRC proceeding.

ARE EACH OF THE UTILITIES’ PROPOSED PROGRAMS AND PROJECTS

OUTSIDE THE SCOPE OF THE EXISTING BASE RATE PROGRAMS AND

COST RECOVERIES IN THE NORMAL COURSE OF BUSINESS?

ARE EACH OF THE FPUC’s PROPOSED PROGRAMS AND PROJECTS

PRUDENT AND REASONABLE?
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DID THE UTILITIES CONSISTENTLY APPLY A BENEFIT/COST ANALYSIS

TO DETERMINE THE SELECTION, RANKING, AND MAGNITUDE OF THE
SPP PROGRAMS?
No. The utilities used a variety of decision criteria, qualitative and quantitative, but none
of them relied on a benefit/cost analysis as a threshold decision criterion to qualify a
program or project for inclusion in its SPP. Nor were the decision criteria consistent among
the utilities or even among each utility’s SPP programs and projects.®

Neither FPUC nor FPL developed or relied on any benefit/cost analyses. Although
neither DEF nor Tampa developed or relied on benefit/cost analyses as a threshold decision
criterion to qualify their programs, they both used a form of benefit/cost analysis for the

ranking and the magnitude of their programs.

WHY IS AN ECONOMIC JUSTIFICATION NECESSARY AS A THRESHOLD

DECISION CRITERION TO QUALIFY PROGRAMS OR PROJECTS FOR

INCLUSION IN THE SPP?

3 | have attached a brief summary of each utility’s decision criteria as my Exhibit LK-2.
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n-baserates-h-the-nhormal-course-ef-business—BY its terms, the SPP Rule requires the
utility to address and undertake projects “to enhance the utility’s existing infrastructure for
the purpose of reducing restoration costs and outage times associated with extreme weather

conditions therefore improving overall service reliability.” Rule 25-6.030(2)(a), F.A.C.
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HOW SHOULD THE COMMISSION DETERMINE WHETHER THE PROPOSED

SPP PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

DOES THE SPP RULE REQUIRE THAT THE UTILITIES PROVIDE A

COMPARISON OF THE “COSTS” AND “BENEFITS” TO DETERMINE IF THE
PROGRAMS AND PROJECTS ARE ECONOMICALLY JUSTIFIED?

Yes. The SPP Rule requires the utility to provide “[a] comparison of the costs identified
in subparagraph (3)(d)3, and the benefits identified in subparagraph (3)(d)1.” Rule 25-
6.030(3)(d)4, F.A.C. The context and juxtaposition of the terms “costs” and “benefits”
strongly imply a comparison of dollar costs and dollar benefits, not a comparison of dollar
costs and qualitative benefits. The latter comparison provides no useful decision making

information because it does not provide a useful threshold decision criterion to qualify
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programs and projects, does not provide a framework for ranking programs and projects,

and does not allow a rational quantitative basis for the magnitude of programs and projects.

DID EACH OF THE UTILITIES PROVIDE THE REQUIRED COMPARISON OF
THE “COSTS” AND “BENEFITS” IN THEIR SPP FILINGS OR IN RESPONSE
TO DISCOVERY?
No. FPUC and FPL provided no dollar quantifications of benefits in their SPP filings and
refused to provide any dollar quantifications in response to OPC discovery. FPUC claimed
that it had not quantified avoided cost savings benefits and stated that it did not rely on an
economic benefit cost criterion for the selection, ranking, or magnitude of its proposed
programs and projects.* Both FPUC and FPL argued that the SPP Rule’s text requiring the
comparison of costs and benefits did not require the utilities to provide a dollar
quantification of the benefits, but instead required only that there had to be benefits, which
they qualitatively described to meet the “objectives” and or “requirements” of the SPP
Rule.®

In contrast to FPUC and FPL, DEF and Tampa quantified expected dollar benefits
in their SPP filings based on their modeling results and provided additional detail on their
modeling and quantifications of the dollar benefits in response to OPC discovery. DEF
developed its benefit quantifications using a storm damage model developed by
Guidehouse. Tampa developed its benefit quantifications using a Storm Resilience Model,

which includes a Storm Impact Model, developed by 1898 & Co.

4 FPUC’s response to Interrogatory No. 13(a and b) in OPC’s Third Set of Interrogatories in Docket No.

20220049-El. | have attached a copy of this response as my Exhibit LK-3.

5 FPL’s response to Interrogatory No. 14(a) in OPC’s Third Set of Interrogatories in Docket No. 20220051-

El. I have attached a copy of this response as my Exhibit LK-4.
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DOES FPUC HAVE A STORM DAMAGE MODEL SIMILAR TO THE MODELS
THAT WERE USED BY DEF AND TAMPA TO CALCULATE DOLLAR
BENEFITS?
Yes. All four utilities have storm damage models that can be used to quantify the dollar
benefits of the SPP programs and projects. However, while DEF and Tampa used their
models for their SPPs; FPUC and FPL did not. FPUC relied on a storm resiliency risk
model developed by Pike Engineering, although it is not clear that this model forecasts
damage and restoration costs that could be avoided (dollar benefits) due to its SPP
programs and projects.

Regardless of whether FPUC and FPL have models that could have been used to
calculate dollar benefits, the fact is that they chose not to provide dollar benefits in their

SPP filings and refused to do so in response to OPC discovery.

ARE ANY OF THE UTILITIEST SPP PROGRAMS ECONOMICALLY

JUSTIFIED?

No. This is extremely problematic. None of the SPP programs has benefits that exceed
the costs. None of the utilities used a benefit/cost test to qualify its programs or projects,
although DEF and Tampa used a flawed form of a benefit/cost test to rank their programs

and projects and to determine the maximum expenditure levels for its programs.

IF THE SPP PROGRAMS ARE NOT ECONOMICALLY JUSTIFIED, CAN THE
PROGRAMS AND PROJECTS OR THE RELATED COSTS BE PRUDENT OR

REASONABLE?
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METHODOLOGIES TO CALCULATE THE REVENUE REQUIREMENTS AND
CUSTOMER RATE IMPACTS

DID THE UTILITIES CONSISTENTLY CALCULATE THE REVENUE

REQUIREMENT EFFECTS OF THEIR SPP PROGRAMS?
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DID FPUC’S CALCULATIONS OF THE ESTIMATED REVENUE
REQUIREMENTS ALSO INCLUDE UNIQUE ERRORS THAT SHOULD BE

CORRECTED IN THESE PROCEEDINGS?
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% In FPUC’s response to Interrogatory No. 9 in OPC’s Second Set of Interrogatories in Docket No. 20220049-
El, FPUC agreed to remove its investment at December 31, 2021 from its recoverable SPP costs, but did not agree to
remove its engineering and planning costs estimated to be incurred in 2022, including those prior to the approval of
its SPP from its SPP costs and ratemaking recovery. | have attached a copy of this response as my Exhibit LK-5.

" FPUC’s response to Interrogatory No. 19(a) in OPC’s Third Set of Interrogatories in Docket No. 20220049-
El. Inthat response, FPUC agreed that it should not include or recover depreciation expense on CWIP. | have attached
a copy of this response as my Exhibit LK-6.

8 FPUC’s response to Interrogatory No. 19(b) in OPC’s Third Set of Interrogatories in Docket No. 20220049-
El. In that response, FPUC agreed that it should not include or recover property tax expense on CWIP. See Exhibit
LK-6.

® FPUC’s response to Interrogatory No. 20(a) in OPC’s Third Set of Interrogatories in Docket
No. 20220049-El. In that response, FPUC stated that it would recover the distribution pole inspection and replacement
program and transmission pole inspection and hardening inspection program expenses exclusively through base rates,
although this could change in future SPP filings. FPUC stated that it would continue to recover a portion of the
vegetation management expenses through base rates and the remaining amount through SPPCRC rates. | have
attached a copy of this response as my Exhibit LK-7.

10 FPUC’s response to Interrogatory No. 20(b) in OPC’s Third Set of Interrogatories in Docket
No. 20220049-El. See Exhibit LK-7.
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IS ARETURN ON CWIP IN RATE BASE EXPLICITLY AUTHORIZED IN THE

STATUTE, SPP RULE, OR THE SPPCRC RULE?

' FPUC’s response to Interrogatory No. 19(a) in OPC’s Third Set of Interrogatories in Docket No. 20220049-
El. See Exhibit LK-6.
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IS IT POSSIBLE TO LEGITIMATELY ASSESS WHETHER CWIP COSTS ARE

PRUDENT PRIOR TO THE COMPLETION OF CONSTRUCTION AND THE

CONVERSION OF THE CWIP TO PLANT IN SERVICE?

ARE THERE ALTERNATIVES TO A RETURN ON CWIP IN RATE BASE

INCLUDED IN THE REVENUE REQUIREMENT AND CUSTOMER IMPACTS
CONSISTENT WITH THE SUBSEQUENT CONSIDERATION OF PRUDENCE

AFTER THE CWIP HAS BEEN CONVERTED TO PLANT IN SERVICE?
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WHY IS THE RETURN ON CWIP A CONCERN THAT NEEDS TO BE

ADDRESSED IN THESE PROCEEDINGS?

IS THERE A SIMILAR CONCERN WITH ANOTHER COST INCLUDED IN

RATE BASE BY TAMPA THAT SHOULD BE ADDRESSED FOR ALL FOUR

UTILITIES?
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DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes.
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1 BY M. CHRI STENSEN
2 Q Since, M. Kollen, you have decided to provide
3 a consolidated summary in the dockets, | would ask that
4  you now provide your summary for Dockets 20220048,
5 20220049, 20220050 and 20220051.
6 A And this would be ny summary of the --
7 Q For your non-stricken portion, correct.
8 A -- ny testinony.
9 Good afternoon, Conm ssioners. In ny
10 testinmony in each of the four dockets, | address the
11 scope of the utilities' SPP requests in these
12 proceedings for the years 2023 t hrough 2032, which
13 includes a total spending, total spending per custoner
14 and the effects on custoner rates. | address the
15 decision criteria for the rational selection ranking and
16  magni tude of the SPP prograns.
17 | also address the failure of FPL and FPUC to
18 provide a dollar benefit to dollar cost conparison, or
19 an estimate of the reduction in outage restoration costs
20 as required by the SPP rule.
21 | al so address other issues, including the
22 failure of the utilities to justify their SPP prograns
23 on an econom c basis and errors in their calculations
24 for the estinmated revenue requirenents, and the
25 estimated custoner rate inpact. However, nost of ny
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 testinony addressing these issues has been stricken, so
2 | wll not address the issues that have been stricken in
3 this version of ny summary.
4 As to the scope of the requests, the proposed
5 SPP progranms are significant, and will be reflected in a
6 series of annual custonmer rate increases in addition to
7 any base rate increases and fuel adjustnent clause
8 increases. Each utility's propped SPP capital
9 expenditures, O&M expenses, increases in rate base and
10 resulting increases in customer rates are significant.
11 The SPP capital expenditures and O8%M expenses are
12  increnental costs with increnental custoner rate
13 inpacts.
14 In the aggregate, the four utilities seek
15 authorization for prograns and projects they estinate
16 will cost $25.3 billion over the next 10 years,
17 consisting of 23.2 billion in capital expenditures, and
18 2.2 billion in operation and nai ntenance expenses. FPL
19 al one seeks authorization for 14.9 billion. O that
20 total, Duke seeks $8.1 billion, Tanpa 2.1 billion, and
21  FPUC 263, 000, 000.
22 The increnmental effect on custoner rates wll
23 be significant, as neasured over nultiple rate-nmaking
24 nmetrics, including SPP revenue requirenents, net plant
25 in service, annual electric revenues and cost per
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 customer. And | have these nunbers reflected in tables
2 in the unstricken portion of ny testinony.

3 FPUC is | ooking at $147.3 mllion of

4 additional revenues collected fromits custoners. Duke
5 Energy, 4.9 billion. Tanpa Electric Conpany, 1.4

6 billion. And Florida Power & Light, 11.2 billion.

7 That's just over the next 10 years.

8 As far as the percentage increase in revenues
9 for each of the conpanies, FPL this will add 14.4

10 percent to custoner rates. For Duke, it will add 15.9
11  percent. For Tanmpa, it will add 10.3 percent. For

12 FPUC, it will add 33 percent, a third.

13 As far as the 10-year investnent cost per

14  custonmer, for FPL, it wll be 2,600. For Duke, it wll
15 be 4,300. For Tanpa, 2,500. And for FPUC, $8, 000 per
16 custonmer over the 10-year peri od.

17 The estimated costs are much greater than the
18 benefits fromthe potential savings for each utility and
19 for nearly all of the programs and projects. Although,
20 FPUC and FPL did not, and as you heard in the testinony
21 fromtheir wtnesses, and refuse to provide

22 quantification of the benefits frompotential savings in

23 storm damage and restoration costs.

24 Now, as far as decision criteria are
25 concerned -- and again, | amkeeping only to the
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1 unstricken portions of nmy testinony in this sumary --
2 the framework, scope, selection, ranking and the
3 magni tude and authorization to proceed with the SPP
4 prograns and projects wll be determned in these
5 proceedings, not in the subsequent cost recovery cl ause
6 proceeding. Therefore, the decision criteria,
7 rate-making principles and rate recovery of the SPP
8 project costs are inportant factors for you to consider
9 in this proceeding.
10 The SPP statute and the SPP rul e establish the
11 required framework for the utility's SPP, including the
12 utility's identification of projects that are designed
13 to reduce outage restoration costs and outage tines.
14 The information necessary to devel op and apply this
15 decision criteria for the selection ranking and the
16 magnitude, this is the sizing of these prograns, to the
17  point of dimnishing returns, or not, and the costs,
18 estimates of the custoner rate inpacts and paraneters
19 for recovery of the actual costs incurred for the SPP
20 projects are set by costs recovered through base rates
21 and ot her clause recoveries, as well as savings in those
22 costs.
23 The SPP framework provides inportant custoner
24  safeguards that should be enforced to require the
25 utility to, one, identify new prograns or projects, or
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1 the expansion of existing prograns and projects that are
2 not wthin the scope of its existing base rate prograns
3 and cost recoveries in the normal course of business.

4 Two, limt requests to prograns and projects

5 that are prudent and reasonabl e.

6 Three, justify the selections, rankings and

7 magni tude of SPP prograns projects and costs.

8 Four, ensure there is a conparison of benefits

9 to costs.

10 And five, effectively consider the rate inpact
11  in custoners.
12 And then finally these custoner safeguards,

13 ensure that the utility only recovers the increnental
14  costs net of decrenental, or avoi ded costs, or

15 reductions in cost savings through the cost recovery
16 cl ause.

17 Now, as to the dollar benefit to dollar cost
18 conparisons, the utilities used a variety of decision
19 criteria, qualitative and quantitative, but none of them
20 relied on a benefit cost analysis as a threshold

21 decision criterion to qualify a program or project for
22 inclusion in the SPP. Nor were the decision criteria
23 consistent anong the utilities, or even anbng each

24 utility's SPP prograns and projects.

25 The SPP rule requires the utility to provide,
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1 guote, a conparison of the costs identified in
2 subparagraph (3)(d)(3), and the benefits identified in
3 subparagraph (3)(d)(1). Subparagraph (3)(d)(1) requires
4 the utilities to provide, for each SPP program an
5 estimate of the reductions in outage restoration costs
6 which are the benefits to custoners referred to in this
7 provision of the rule.
8 FPUC and FPL provided no doll ar
9 quantifications of benefits in their SPP filings, and
10 refuse to provide any dollar qualifications in response
11 to OPC discovery.
12 FPUC clained that it had not quantified
13 avoi ded cost savings benefits, and stated that it did
14 not rely on an econom c benefit cost criterion for
15 either the selection ranking or the nmagnitude of its
16  proposed prograns.
17 Bot h FPUC and FPL argued that the SPP rule's
18 text requiring the conparison of costs and benefits does
19 not require themto provide a dollar quantification of
20 t hose benefits, but instead, required only that there
21 had to be benefits, which they qualitatively described
22 to neet the objectives and requirenents of the SPP rule.
23 That conpletes ny summary of the testinony
24  that was not stricken.
25 CHAI RMAN FAY: Geat. Thank you.
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1 MS. CHRI STENSEN: Conmmi ssioner, we would al so
2 ask at this tinme, for the purpose of proffering for
3 the record, that M. Kollen be given the
4 opportunity to provide a sunmmary of his stricken
S testi nony.
6 CHAl RVAN FAY: Ckay. M. Kollen, you are
7 recogni zed.
8 THE WTNESS: Thank you, M. Chairman.
9 I n each SPP proceedi ng, the Conm ssion nust
10 determ ne the prudence of the prograns up front
11 based on whether they are econonically justified,
12 whet her the estimated costs are reasonable, and
13 whet her the custoner rate inpact is reasonable.
14 This requires the application of objective
15 threshol ds and rel ated screening decision criteria
16 to select, rank and determ ne the magnitude of the
17 SPP proj ects.
18 First of the decision criteria that | address
19 i s whether the SPP prograns and costs are
20 increnental to the progranms and/or costs that are
21 i ncl uded in base rates. The SPP prograns can be
22 new prograns not recovered through base rates, or
23 expansi ons of prograns not recovered through base
24 rates. |If they are not, then they don't qualify as
25 SPP prograns or for recovery as SPP program costs
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1 t hrough the CRC.
2 The SPP statute states in part, quote, the
3 annual transm ssion, distribution stormprotection
4 pl an costs, plan costs, may not include costs
5 recovered through the public utility's base rates,
6 end quot e.
7 FPL and each of the other utilities have
8 i ncl uded programs and projects that are within the
9 scope of their existing base rate prograns and base
10 rate recoveries in the normal course of business.
11 These prograns and projects are |isted and
12 addressed in greater detail by Wtness Mra.
13 These prograns and projects shoul d be excl uded
14 fromthe SPPs, and the costs should be excluded
15 fromrecovery through the SPP/ CRCs, except to the
16 extent the issues have been ot herw se addressed in
17 base rate or prior SPP proceedi ngs, nanely
18 settlenents in those proceedi ngs.
19 | recommend that the Conm ssion adopt and
20 consistently apply criteria for screening and
21 excl udi ng SPP prograns and projects for each of the
22 four utilities if they displace costs that are
23 subject to and recoverabl e t hrough base rates, and
24 woul d shift these costs to recover them instead,
25 t hrough the SPP and SPP/ CRC process. Again, except
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



1078

1 for the settlenments in prior base rate and SPP
2 pr oceedi ngs.
3 The second of the decision criteria that |
4 address, and a critical factor in whether the SPP
5 prograns are prudent and the costs are prudent and
6 reasonabl e, is whether the dollar benefits exceed
7 the dollar costs of the program
8 The decision criteria should include
9 justification in the formof a benefit cost
10 analysis, simlar to what Tanpa and Duke Ener gy
11 did, in addition to the qualitative assessnents of
12 whet her the prograns and projects wll reduce
13 restoration costs and outage tines.
14 The SPP rule requires that the utility
15 quantify the, quote/unquote, benefits and costs,
16 conpare the benefits to the costs, and provide an
17 estimte of the revenue requirenent affects for
18 each year of the SPP. The SPP statute requires the
19 Conmi ssion to consider this evidence in its
20 eval uati on of the SPPs.
21 This information all ows the Comm ssion and
22 I ntervening parties to determne if the proposed
23 projects are economc, cost justified to establish
24 thresholds or cutoff [imtations based on whet her
25 the projects are wholly or partially self-funding
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1 t hrough cost savings or, quote/unquote, benefits,

2 and to consider these factors in establishing
3 paraneters based upon the custonmer rate inpact, not
4 only the first year, but over the life of the SPP
5 itself; and then beyond the SPP, extending over the
6 lives of the SPP project costs that were
7 capitalized.
8 Each utility used a variety of decision
9 criteria, qualitative and quantitative, but none of
10 themrelied on a cost benefit analysis as a
11 threshol d decision criterion to qualify a program
12 or a project for inclusioninits SPP, nor were the
13 decision criteria consisting anong the utilities,
14 even anong each utility's SPP prograns and
15 proj ects.
16 The utilities did not consistently apply a
17 benefit cost analysis to determ ne the sel ection
18 ranki ng and magni tude of their SPP programs. As |
19 nmenti oned previously, neither FPUC nor FPL
20 devel oped or relied on any cost benefit analysis
21 what soever. Al though, neither DEF nor Tanpa
22 devel oped or relied cost benefit analyses as a
23 threshol d decision criterion to qualify the
24 prograns, they both did use a form of benefit cost
25 analysis to rank and to set the magnitude of their
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1 pr ogr ans.
2 The Comm ssion, not the utility, is the
3 arbiter of whether these prograns and projects are
4 prudent and reasonable. It is not enough for the
5 utility sinply assert that the prograns and
6 projects will reduce restoration costs and out age
7 times without quantifying the dollar benefits from
8 the reduction of those costs and the outage tines.
9 I recomend that the Conm ssion reject the proposed
10 SPP projects that are not econom c, meaning they do
11 not have a benefit to cost ratio of at |east 100
12 per cent .
13 Alternatively, | recomend that the Conm ssion
14 recogni ze the custoner rate inpact, or the harm of
15 uneconom ¢ SPP prograns by setting a m ni num
16 t hreshol d benefit cost ratio for the selection and
17 magni t ude of the SPP prograns and projects, for
18 exanple, 70 percent, or limting the rate inpact
19 over the life of the SPP to a defined threshold,
20 such as 10 percent over the 10-year term of each
21 utility's proposed SPP prograns.
22 Such thresholds would result in ranking
23 projects with greater benefits to custoners and
24 W nnowi ng projects with | esser benefits to
25 custoners, as well as limting the magnitude of the
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1 custoner rate inpact of the SPP prograns and
2 proj ects.
3 The | ast issue that | address in this stricken
4 testinony are the estinmated revenue requirenents.
5 Agai n, another condition of the SPP rule is that
6 each utility provide the estimted revenue
7 requi rement for 10 years, each of the 10 years of
8 the SPP that it is advancing, and there are basic
9 calculations required to determ ne the revenue
10 requiremnent.
11 For exanple, as -- traditionally included in
12 the revenue requirenent is a return on rate base,
13 and that is based upon the capital costs, and added
14 to the return on -- and the utility's authorized
15 rate of return. Added to that are various
16 expenses, including property tax expense,
17 depreci ati on expense, O8M expense. Sone of the
18 utilities cal cul ated those revenue requirenents
19 i nconsistently and incorrectly.
20 For exanple, Florida Power & Light calcul ated
21 property tax expense based upon year-end cumul ative
22 capital expenditures. The statutory requirenent
23 for conputing property taxes expense is to use
24 eval uation date of January 1. And so, you know,
25 there are errors in the -- obvious errors that
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1 don't seemto bother the.
2 Uilities, other of the conpanies, for
3 exanpl e, Duke Energy and Tanpa, have recogni zed
4 that there are certain errors in their calcul ations
5 and they agree that they should be corrected, and
6 that the correction should be reflected in the Cost
7 Recovery O ause.
8 But in order for you to have a correct
9 under standi ng and correct information with respect
10 to the calculation of the revenue requirenents, and
11 the affect, ultimately, on custoner rates, the
12 cal cul ati on should at | east be done correctly. And
13 to nme, that is sort of a basic requirenent.
14 CHAI RMAN FAY: M. Kollen, | amgoing to have
15 you wap up it alittle. W did give you sone
16 extra time because of the stricken part the
17 proffered part.
18 THE W TNESS: Sure.
19 CHAI RMAN FAY: Thank you.
20 THE WTNESS: kay. | have -- you just said
21 to wap up, right? Ckay.
22 And then the final issue is construction work
23 in progress included in rate base. And we are
24 recommendi ng that you authorize a deferred return
25 on the construction work in progress rather than
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1 provide a current return. And that way the

2 utilities will be allowed to recover the return,
3 but on a deferred bases over the life of the

4 assets, which is consistent wwth the use of the

5 assets, and the value of the assets to be used over
6 the life of the assets, and the value is over the
7 life of the assets.

8 So that conpletes nmy summary of the stricken
9 testinmony. Thank you very nuch.

10 CHAI RMAN FAY: Geat. Thank you.

11 MS. CHRISTENSEN: At this tine, we would

12 tender the witness for cross.

13 CHAI RMAN FAY: Still the sane with the

14 utilities?

15 Wth that, we nove to staff.

16 MR IMG No questions.

17 CHAI RVAN FAY: No questi ons.

18 Commi ssi oners, questions for Kol | en?

19 Seei ng none. No redirect.

20 M5. CHRI STENSEN: W have no redirect.

21 CHAI RMAN FAY: Wth that, M. Kollen, you are
22 excused. We are just going to put your exhibits
23 into the -- well, | guess we've already -- let ne
24 check with | egal here, did we -- we placed all

25 those exhibits in the record?
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1 MR, TRI ERWEI LER: We haven't, but | would |ike

2 to back up and beg your indul gence. W may have
3 m ssed novi ng one of the versions of the testinony
4 into the record as though read. So first | would
5 -- | would nove that the proffered testinony in
6 each of the four dockets be noved into the record
7 as though read and preserved separately for the
8 pur poses of appeal.
9 CHAI RMAN FAY: (Okay. W thout objection, see
10 t hat done.
11 MR. TRI ERWEI LER  And then | woul d nove the
12 stricken testinony versions of the FPL, DEF, TECO
13 and FPUC testinony of Wtness Kollen into the
14 record as though read.
15 CHAI RMAN FAY: (Okay. W thout objection show
16 t hat entered.
17 MR. TRI ERWEI LER  And then we have the -- we
18 do have the exhibit --
19 M5. CHRI STENSEN:.  Conmi ssi oner, could | ask --
20 and | don't think I had gotten to that -- to
21 request that the exhibits that were prefiled with
22 the direct testinony, and | don't think any of
23 exhibits the exhibits were stricken, to ask that
24 t hose be noved into the record for all four
25 dockets, the 20220048, 20220049, 20220051 and the
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1 20220051 dockets.
2 CHAI RMAN FAY: 50 and 51, okay. | got you.
3 Let nme just make sure, M. Trierweiler, do you have
4 anyt hing el se before we nove those?
5 MR, TRIERWEI LER: | just want to nmake sure
6 that we note in the DEF docket that LK-3, CEL 23,
7 was w t hdrawn, and we had the corrections as noted
8 in the FPUC docket .
9 CHAI RMAN FAY: Geat. So then with your
10 noti on, Ms. Christensen, we have LK-3 withdrawn, is
11 that correct?
12 M5. CHRI STENSEN: | believe that's correct.
13 And with the correction that was made during the
14 original proffer to the Exhibit LK -- which is now
15 LK-4.
16 CHAI RMAN FAY: Okay. G eat.
17 And then, Ms. Keating, you are recogni zed.
18 M5. KEATING If | could just have a nonent to
19 make a point of clarification.
20 W are not -- FPUC is not going to ask or
21 object to Exhibit No. 43 being entered into the
22 record of Docket 20220049. However, | did want to
23 note for the record that that exhibit is a response
24 by an FPL wi tness in Docket 20220051. There is no
25 wi tness in Docket 0049 to support that response.
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1 So | just wanted to note that for the record.
2 Thank you.
3 CHAI RMAN FAY: Okay. Noted. No objection,
4 but we do recogni ze that.
5 (Whereupon, Exhibit Nos. 13-15 were received
6 into evidence.)
7 CHAI RMAN FAY: Okay. Wth that --
8 MR. REHW NKEL: M. Chairman?
9 CHAI RMAN FAY: M. Rehw nkel, we need to give
10 you a chair.
11 MR REHW NKEL: | think | am being frozen out,
12 probably for good reason.
13 M. Trierweiler, LK-3 for M. Kollen in the 50
14 docket, did you say that was w thdrawn? | wonder
15 if I just had a senior nonment here.
16 MR, TRIERWEILER: | have it |isted as renoved.
17 MR. REHW NKEL: | think that was erroneous,
18 where | nmeant to withdraw M. Mara's third exhibit
19 in FPL.
20 CHAI RMAN FAY: That being the case, M.
21 Trierweiler, we would go ahead and enter into the
22 record the exhibits as listed, but include LK-3
23 I nstead of excluding it.
24 MR, REHW NKEL: Ckay. Thank you, M.
25 Chai r man.
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16  6.)
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22
23
24

25

CHAI RVAN FAY:  Yep.

MR. REHW NKEL: | apol ogi ze.

CHAI RMAN FAY: No problem Thank you.

kay. Wth that, Conm ssioners, | just want
to give sone direction for tonorrow.

So we will start here at 9:30. We wll work
our way through the rebuttal and the proffered
conponents of testinony and conpl ete everything,
nore than likely, tonorrow afternoon. W will be
finishing with the witnesses tonorrow.

Any questions fromstaff before we conclude?

Comm ssi oners? Nope.

Wth that, we wll see you tonorrow norning at
9:30. Thank you.

(Transcript continues in sequence in Vol une
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