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INTRODUCTION

WOULD YOU PLEASE STATE YOUR NAME AND BUSINESS ADDRESS?
My name is David E. Dismukes. My business address is 5800 One Perkins Place Drive,

Suite 5-F, Baton Rouge, Louisiana, 70808.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
I am testifying in this proceeding on behalf of the Florida Office of Public Counsel

(“OPCﬂ’)‘

WOULD YOU PLEASE STATE YOUR OCCUPATION AND CURRENT PLACE
OF EMPLOYMENT?

I am a Consulting Economist with the Acadian Consulting Group (“ACG”), a research and
consulting firm that specializes in the analysis of regulatory, economic, financial,
accounting, statistical, and public policy issues associated with regulated and energy
industries. ACG is a Louisiana-registered partnership, formed in 1995, and is located in

Baton Rouge, Louisiana.

DO YOU HOLD ANY ACADEMIC POSITIONS?

Yes. I am a professor emeritus at Louisiana State University (“LSU”). Prior to my
retirement in January 2023, I served as a full professor, executive director, and director of
policy analysis at the LSU Center for Energy Studies and as a full tenured professor in the
Department of Environmental Sciences and the director of the Coastal Marine Institute in

1
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the LSU College of the Coast and Environment. I also serve as a senior fellow at the
Institute of Public Utilities at Michigan State University, where I have taught energy
regulatory staff and other utility stakeholders about principles, trends, and issues in the
electric and natural gas industries. I am also a Distinguished Fellow and Senior Economist
with the Institute for Energy Research in Washington, D.C. Appendix A provides my
academic curriculum vitae, which includes a full listing of my publications, presentations,
pre-filed expert witness testimony, expert reports, expert legislative testimony, and

affidavits.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

I have been retained by the OPC to provide an expert opinion to the Florida Public Service
Commission (“the Commission”) on load forecasting, multi-year rate increases, and energy
affordability issues and how these topics relate to the current base rate case increase
proposed by Duke Energy Florida (“DEF” or “the Company”). My testimony and

accompanying exhibits have been prepared by me or those under my direction and control.

ARE YOU SPONSORING ANY EXHIBITS?

Yes. The following exhibits have been prepared in support of my testimony:
e Exhibit DED-1: Base Revenue Impact,

e Exhibit DED-2: Out-of-Model Adjustments,

e Exhibit DED-3: Company Energy Sales and Customer Forecasts,

e Exhibit DED-4: Revised Sales Forecast based on Ten-Year Trend,

e Exhibit DED-5: Usage per Customer Utility Survey,
2
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e Exhibit DED-6: Rate Case Forecast Compared to Ten-Y ear Site Plan,
e Exhibit DED-7: Impact of Alternative Regulation for Retail Ratepayers in Florida

e Exhibit DED-8: Energy Affordability Index.

HOW IS THE REMAINDER OF YOUR TESTIMONY ORGANIZED?

My testimony is organized into the following sections:
e Section II: Summary of Recommendations

e Section III: Load Forecast

e Section IV: Multi-Year Rate (“MYR”) Increase

e Section V: Energy Affordability

e Section VI: Conclusions and Recommendations

ARE YOU AWARE OF ANY FILINGS MADE BY THE COMPANY THAT
WOULD ADJUST INFORMATION IN ITS INITIAL RATE CASE FILING?

[ am aware that late in the afternoon of June 6, 2024, five calendar days before Intervenor
Testimony was due and after denying in depositions that material corrections would be
made until closer to hearing (if at all), the Company filed a Notice of Identified
Adjustments. The information in this notice may have an effect on my analysis and
recommendations. However, at the stage my testimony was in at that time of receipt of
this notice, it was impossible to reconcile the notice with the filing and extensive discovery.
I will review the Notice of Identified Adjustments, and, if warranted, file supplemental

testimony incorporating the impact.
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SUMMARY OF RECOMMENDATIONS

PLEASE SUMMARIZE YOUR LOAD FORECAST RECOMMENDATION.

I recommend the Commission reject the Company’s energy sales forecast because it bears
no resemblance to historic trends and is biased due to the introduction of a number of
subjective and non-documented out-of-model adjustments.  Additionally, by the
Company’s own admission, the input data in the rate case model originates from the
outdated spring forecast instead of the Company’s more recent fall forecast.! Irecommend
the Commission accept a modified version of the Company’s more recent fall forecast that
removes subjective and non-documented out-of-model adjustments. The use of the fall
forecast instead of the spring forecast will increase the Company’s test year megawatt-hour
sales forecast by 698,255 in 2025; 632,169 in 2026; and 789,322 in 2027. The removal of
out-of-model adjustments from the fall forecast will increase the Company’s test year
megawatt-hour sales forecast by an additional 579,466 in 2025; 873,257 in 2026; and
1,107,452 in 2027. The result is a new megawatt-hour sales projection of 41,076,721 in
2025;41,432,426 in 2026; and 41,853,774 in 2027. Overall, the change in forecast (spring
to fall) accounts for 45 percent of my proposed load forecast change while the removal of
the out-of-model adjustments accounts for the remaining difference between the

Company’s proposed forecast and my own.

' Company Response to Staff’s First Set of Interrogatories, No. 2.

4
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PLEASE SUMMARIZE THE REVENUE IMPACTS RESULTING FROM YOUR
LOAD FORECAST RECOMMENDATION.

My recommendation will result in an increase in total proposed (filed) test year retail
revenues of $94 million in 2025; $110 million in 2026; and $136 million in 2027. On a
revenue basis, my proposed changes to update the forecast account for 46 percent of the
change in total test year revenues (2025 through 2027), while the remaining 54 percent
accounts for the total change attributable to the removal of the out-of-model adjustments.
I consider this to be a conservative recommendation considering a forecast aligned with
the Company’s ten-year historical trend would result in a $142 million increase in 2025;
$166 million increase in 2026; and $196 million increase in 2027. A summary of these

forecasted revenues is provided in Exhibit DED-1.

PLEASE SUMMARIZE YOUR MULTI-YEAR RATE INCREASE
RECOMMENDATION.

[ recommend the Commission reject the Company’s requests for subsequent rate increases
in 2026 and 2027, and instead only allow for a single rate adjustment in 2025 — if otherwise
justified. The Company’s testimony and exhibits contain no analysis or support that multi-
year rate increases have provided any ratepayer benefits or will result in any bona fide and
measurable public benefits. My review of multi-year rate cases and other forms of
alternative regulation around the U.S. has found that these forms of regulation lead to

higher rates, little to no efficiency benefits, and less capital spending discipline.
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PLEASE SUMMARIZE YOUR FINDINGS REGARDING ENERGY
AFFORDABILITY IN THE COMPANY’S SERVICE TERRITORY.

Energy affordability remains a challenging issue around the U.S. as well as in the
Company’s service territory. DEF-specific electricity costs as a share of income remain
unaffordable for the Company’s low-income customers. Continued multi-year rate
increases will do nothing to improve the affordability of electricity for low- and moderate-
income ratepayers. I recommend the Commission consider energy affordability in this
proceeding, and all future utility base rate proceedings, in evaluating rate increase requests
consistent with the trends in other U.S. regulatory jurisdictions. Doing so would be
consistent with the Commission’s commitment “to making sure that Florida’s consumers

receive some of their most essential services...in a safe, affordable, and reliable manner.”?

(Emphasis added.)

LOAD FORECAST

A. DEF’s Forecasting Process

PLEASE EXPLAIN THE COMPANY’S FORECASTING PROCESS.

The Company’s forecasting process involves econometric and end-use models to
determine changes in usage per customer (“UPC”), energy sales, peak demand, and
customer growth which ultimately forecasts test year revenues.> Each of these forecasts

rely on several economic and demographic variables originating from both internal and

2 https://floridapsc.com/about#OverviewAndKeyFacts. Florida Public Service Commission Website. “Overview and

Key Facts.” 2024.
3 Direct Testimony of Benjamin Borsch at 27:7-8.
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external sources.* Sales are regressed against several independent variables to explain

monthly fluctuations.’

Q. PLEASE EXPLAIN HOW THESE FORECASTING MODELS DIFFER BASED
ON CUSTOMER CLASS.

A. The Company forecasts sales for six customer classes: residential; commercial; industrial;
street lighting; public authorities; and sales for resale.® The UPC projections for the
residential class and sales projections for the commercial class are based on Itron’s
statistically adjusted end use (“SAE”) approach, whereas customer growth is based on
county level population projections provided by Moody’s Analytics.” The remaining four
classes use class specific econometric models for energy sales and customer growth

projections.?

PLEASE EXPLAIN THE COMPANY’S SAE MODEL.

The parameters for the Company’s SAE model rely primarily on three major types of
variables:

e Those measuring weather expressed as cooling and heating degree days.’

e Those measuring economic outlook.'®

4 Direct Testimony of Benjamin Borsch at 27:17-28:1.
> Direct Testimony of Benjamin Borsch at 27:19-21.

® Direct Testimony of Benjamin Borsch at 28:11-33:12.
7 Direct Testimony of Benjamin Borsch at 27:8-30:13.
8 Direct Testimony of Benjamin Borsch at 30:15-33:12.
° Direct Testimony of Benjamin Borsch at 28:12-13.

19 Direct Testimony of Benjamin Borsch at 28:14.
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e Those measuring trends in appliance saturation and efficiency. For the residential
class, the Company incorporated 19 appliances into their study.!! For the commercial

class, 10 categories of end-use equipment were identified.'?

DID THE COMPANY RELY UPON ANY “OUT-OF-MODEL” ADJUSTMENTS?

Yes. The Company relies on three major “out-of-model” adjustments to its sales forecast
that include (1) revisions for changes in energy efficiency, (2) revisions for increases in
electric vehicle adoption, and (3) revisions for increases in behind-the-meter solar

installations.!?

WHAT DO YOU MEAN BY “OUT-OF-MODEL” ADJUSTMENTS?

An out-of-model adjustment is an additional, often subjective, modification to statistical
model results. These modifications are considered “out-of-model” since they either
modify, change, or disregard the results that are derived from a statistical model, which in
this case, is the Company’s SAE model. Practitioners often make these adjustments if they
feel forecast results are either deficient or not properly informed by their explanatory (or
independent) variables or statistical/mathematical specifications. An example of an out-
of-model adjustment includes those used in the recent past to account for an unknown and

not otherwise experienced change in economic conditions brought on by the COVID

" Direct Testimony of Benjamin Borsch at 28:16-21.
12 Direct Testimony of Benjamin Borsch at 29:11-30:2.
13 Direct Testimony of Benjamin Borsch at 37:1-38:7.
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pandemic. These adjustments, while often informed by empirical data, also included a

large degree of subjectivity.

PLEASE EXPLAIN THE COMPANY’S ENERGY EFFICIENCY ADJUSTMENTS.
The Company applied separate megawatt-hour adjustments amounting to 343,852 in 2025,
389,374 in 2026, and 426,097 in 2027 as a reduction to their regression model results. '
The adjustments are meant to represent forecasted energy reductions expected to be
realized through demand-side mechanism (“DSM”) goals.!> The adjustments were applied

to the residential, commercial, and other sales to public authorities customer classes. '®

WHAT SUPPORT DID THE COMPANY PROVIDE FOR THESE ENERGY
EFFICIENCY ADJUSTMENTS?

The Company stated that the forecast is based on the most recent Commission approved
DSM goals in Docket No. 20190018-EG.!” No testimony, exhibits, workpapers, or any
other type of supporting evidence was provided in support of the out-of-model adjustment
in the Company’s direct filing. Upon request for more details on how these energy

efficiency adjustments were estimated, the Company provided the forecasted adjustment

4 Company Response to Staff’s First Set of Production of Documents, No. 1, Attachment “LF-23 Impacts MWH?”,
tab “UEE”.

15 Minimum Filing Requirement Schedule F-8, page 2 of 35.

16 Company Response to Staff’s First Set of Production of Documents, No. 1, Attachment “LF-23 Impacts MWH”,
tab “UEE”.

17 Minimum Filing Requirement Schedule F-8, page 2 of 35.

9
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results by customer class and month, but no supporting details on how those results were

calculated.!®

DO YOU AGREE WITH THE INCLUSION OF THE COMPANY’S ENERGY
EFFICIENCY ADJUSTMENTS INTO THE ENERGY SALES FORECAST?

No. The Company has failed to provide the supporting evidence necessary to prove
whether their out-of-model adjustment for energy efficiency is reasonable. Furthermore,
this adjustment leads to a number of other unexplained forecasting and documentation
deficiencies. First, the Company references the Commission order related to 2019
Conservation Goals as the basis for their adjustment.'® However, this Order only approves
conservation goals from 2020 through 2024, with no mention of the test years 2025 through
2027 where the adjustments are being applied. Second, it is unclear how the Company is
calculating their adjustment using the conservation goals from the referenced order. The
order approves annual megawatt-hour conservation goals totaling 15,200 in 2020; 10,100
in 2021; 6,200 in 2022; 3,600 in 2023; and 2,000 in 2024.?° In contrast, the Company’s
out-of-model energy efficiency adjustments are as high as 426,097 megawatt-hours in
2027. The Company’s energy efficiency adjustment is, therefore, deficient in its support
and documentation. The Company has simply not met its burden of proof in providing a

transparent and easily replicable sales adjustment for future test year energy efficiency.

'8 Company Response to Staff’s First Set of Production of Documents, No. 1, Attachment “LF-23 Impacts MWH?”,
tab “UEE”.

19 Minimum Filing Requirement Schedule F-8, page 2 of 35.

20 Order No. PSC-2019-0509-FOF-EG.
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PLEASE EXPLAIN THE COMPANY’S ELECTRIC VEHICLE ADJUSTMENTS.

The Company applied separate megawatt-hour adjustments amounting to 199,257 in 2025;
330,712 in 2026; and 512,160 in 2027 as an addition to their regression model results.?!
The adjustments are meant to represent the impact electric vehicle growth will have on
Company load. The forecast relies upon assumptions including customer penetration
levels as well as gasoline price expectations.?? The adjustments were applied to the

residential, commercial, and industrial customer classes.??

WHAT SUPPORT DID THE COMPANY PROVIDE FOR THESE ELECTRIC
VEHICLE ADJUSTMENTS?

The Company did not provide the supporting details on this out-of-model adjustment, nor
the underlying assumptions made to calculate their results. The Company simply
referenced the adjustment in testimony?* and provided a brief description in their
supporting filing schedules.?> Upon request for more details on this electric vehicle out-
of-model adjustment, the Company provided the forecasted adjustment results by customer
class and month, but no supporting details on how those results were calculated.?® The
adjustment is not transparent and cannot be independently verified and, as a result, should

be rejected by the Commission.

21 Company Response to Staff’s First Set of Production of Documents, No. 1, Attachment “LF-23 Impacts MWH”,
tab “EV”.

22 Minimum Filing Requirement Schedule F-8, page 3 of 35.

23 Company Response to Staff’s First Set of Production of Documents, No. 1, Attachment “LF-23 Impacts MWH?”,
tab “EV”.

24 Direct Testimony of Benjamin Borsch at 37:5-7.

2 Minimum Filing Requirement Schedule F-8, page 3 of 35.

26 Company Response to Staff’s First Set of Production of Documents No. 1, Attachment “LF-23 Impacts MWH”,
tab “EV”.

11
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PLEASE EXPLAIN THE COMPANY’S SOLAR ENERGY ADJUSTMENTS.

The Company applied separate megawatt-hour adjustments amounting to 872,243 in 2025;
1,242,154 in 2026; and 1,627,823 in 2027 as a reduction to their regression model results.?’
The adjustments are meant to represent the impact that customer-owned behind-the-meter
solar generation will have on future load. The model relies upon assumptions regarding

28

future penetration levels, equipment prices, and electric prices.”® The adjustments were

applied to the residential, commercial, and industrial customer classes.?

WHAT SUPPORT DID THE COMPANY PROVIDE FOR THESE SOLAR
ENERGY ADJUSTMENTS?

The Company did not provide the supporting details nor the underlying assumptions used
to estimate this out-of-model adjustment for solar energy generation. The lack of
supporting evidence is troubling given the sheer size of these adjustments and the impact
these solar energy adjustments will have on test year revenues. The only support the
Company provides for this solar adjustment is a simple reference to their direct testimony?°
and a brief description of the adjustment in their related filing schedules.?! Upon request
for more details on this adjustment, its documentation and underlying assumptions, the

Company provided the forecasted adjustment results by customer class and month, but no

27 Company Response to Staff’s First Set of Production of Documents, No. 1, Attachment “LF-23 Impacts MWH”,
tab “PV”.

28 Minimum Filing Requirement Schedule F-8, page 3 of 35.

2 Company Response to Staff’s First Set of Production of Documents, No. 1, Attachment “LF-23 Impacts MWH?”,
tab “PV”.

30 Direct Testimony of Benjamin Borsch at 37:5-7.

3! Minimum Filing Requirement Schedule F-8, page 3 of 35.
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supporting details on how those adjustments were calculated.>> The Company has simply
failed to meet its burden of proof on this adjustment. It is neither transparent nor

independently verifiable and should be rejected by the Commission.

HOW LARGE ARE THE COMPANY’S COLLECTIVE OUT-OF-MODEL
ADJUSTMENTS?

Collectively, the Company’s three out-of-model adjustments reduce their test year
megawatt-hour energy sales by 1,016,839 in 2025; 1,300,816 in 2026; and 1,541,760 in
2027. The individual and collective impacts of these adjustments are shown on Exhibit
DED-2. These adjustments, coupled with other Company projections showing sales
decreases, are inconsistent with past trends and conventional wisdom. The Company’s
forecast and out-of-model adjustments all, surprisingly, suggest that its sales will decrease
despite Florida being one of the fastest growth states in the country. Not only is Florida
experiencing strong economic growth, but Orlando and Tampa are each among the top ten
metro regions in the country at attracting new residents.* In fact, three of the top four
fastest growing metro areas in the United States reside in DEF’s service territory.>* The
Company has maintained consistent growth over the past decade and shows few signs of

reversing course as the Company’s forecast suggests. [ will discuss the Company’s

32 Company Response to Staff’s First Set of Production of Documents, No. 1, Attachment “LF-23 Impacts MWH”,
tab “PV”.

33 Kristie Wilder and Paul Mackun, “Sunshine State Home to Metro Areas Among Top 10 U.S. Population Gainers
From 2022 to 2023,” Census Bureau, 2024.

34 Kristie Wilder and Paul Mackun, “Sunshine State Home to Metro Areas Among Top 10 U.S. Population Gainers
From 2022 to 2023,” Census Bureau, 2024.
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forecast and how it compares to these historic trends in the following section of my

testimony.

B. Company Forecast Inconsistencies with Historic Trends

WHAT ARE THE RESULTS OF THE COMPANY’S SALES AND CUSTOMER
FORECASTS?

The Company forecasts a two percent sales decrease from 2023 to its 2027 test year while
customers are forecasted to increase by seven percent. The divergence between these two
forecasts is contradictory. Consider that the Company’s forecasts suggest that end-use
reductions in UPC will be far larger than all the new incremental load added to the
Company’s system due to new customer growth. Exhibit DED-3 shows the Company’s
historic sales, customer, and UPC trends compared to its proposed forecast. The analysis
decomposes changes in usage attributable to existing customers (efficiency changes) and
new customers (growth changes). The forecast for 2024 shows the large decreases in UPC
from existing customers are forecasted to be over two and a half times larger in absolute
value than usage changes attributable to new customer growth. Such an outcome has not

happened since 2012 in the aftermath of the last recession of 2008 to 2009.

ARE THE COMPANY’S SALES PROJECTIONS CONSISTENT WITH
HISTORICAL TRENDS?

No. The Company is projecting a sales decrease throughout its individual future test years
despite the fact that sales have steadily increased at an annualized rate of 1.1 percent from

2013 to 2023. In fact, over this historical period, sales grew for nine out of ten years and

14
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never experienced a decline over two consecutive years which is what the Company
forecasts will happen for establishing test year revenues. Moreover, the projected decrease
from 2023 to 2024 would be larger than anything experienced during the most recent ten-
year historical period. The Company’s decrease in forecast sales (1,053 GWh) is three
times larger than the average annual decrease experienced from 2008 to 2011 during and
immediately after the 2008 to 2009 recession. Exhibit DED-4 provides a chart comparing
the Company’s current forecast to a historic trend-based projection of ten-year sales. The
difference between the two series is substantial and shows just how inconsistent the

Company’s sales forecast is with historic trends on a forward-going basis.

ARE THE COMPANY’S UPC PROJECTIONS CONSISTENT WITH
HISTORICAL TRENDS?

No. UPC declined by 0.5 percent on an annual average basis between 2013 and 2023 in
direct contradiction to the Company’s forecast which estimates a very large and steep 4.2
percent decline in 2024. In other words, much of the Company’s test year projection hinges

on their prediction that UPC will decrease at over eight times the ten-year historic rate.

IS THIS A LARGE DECREASE IN FORECAST UPC?

Yes. I have examined the changes in total company UPC for all southeastern investor-
owned utilities going back to before the last recession from 2009 to 2022. This includes
166 utilities over 14 years for a total of 2,324 observations. The results are shown on
Exhibit DED-5. In the most recent year, only 5 utilities (three percent) have seen an annual

UPC decrease that equals or exceeds the UPC forecasted by the Company in this
15
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proceeding. Of those utilities, none were located in Florida or what could be considered a
“growth” state comparable to Florida. The UPC projection made by the Company is more
comparable to 2009 during the recession when 48 percent of utilities experienced an annual
UPC decrease of an equal or greater magnitude. However, even during the 2009 recession,

the average UPC decrease was 3.5 percent, lower than the Company’s current projection.

C. Differences between Current and Prior Company Load Forecasts

ARE THE COMPANY’S CURRENT FORECASTS CONSISTENT WITH THOSE
FILED IN OTHER RECENT COMMISSION PROCEEDINGS?
No. The Company’s load forecasts in this proceeding differ from the ones it filed in its

most recently approved Ten-Year Site Plan (“TYSP”)%.

WERE THE TYSP LOAD FORECASTS FILED OVER A RELATIVELY
CONTEMPORANEOUS TIME PERIOD?

Yes. The Company filed load forecasts as part of the TYSP with the Commission in April
2024, the same month the Company filed direct testimony and exhibits for this rate case.
Both rate case and TYSP results report historical loads from 2013 to 2023 as well as load
projections from 2024 to 2027. Yet, despite matching results for the historical loads in

both filings, the Company’s load projections differ quite significantly.

35 Duke Energy Florida, LLC, Ten-Year Site Plan, 2024.
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HOW DID THE COMPANY’S RATE CASE FORECAST DIFFER FROM THE
2024 TYSP?

A comparison of the Company’s rate case and TYSP forecasts shown in Exhibit DED-6
reveals total forecasted energy sales in 2027 to be two percent lower than the corresponding
equivalent forecast in the 2024 TYSP. These inconsistent forecasting results not only have
significant revenue implications but have also led the Company to draw contradictory
conclusions. For instance, when examining the residential class which is driving the
Company’s negative sales projections, the rate case model concludes that energy sales will
decrease from 2023 to 2025, while the TYSP model concludes that energy sales will

increase from 2023 to 2025.

WHAT REASONING DID THE COMPANY PROVIDE TO EXPLAIN THE
DIFFERENCES IN FORECAST FILINGS?

The Company states that it produces two load forecasts each year, one in the spring and
one in the fall.*® The forecast developed in the spring of 2023 (“spring forecast™) was used
to develop the current rate case while a more up-to-date forecast developed in the fall of
2023 (“fall forecast”) was applied to the TYSP. The Company has acknowledged that the

fall forecast utilizes more recent data.

36 Company Response to Staff’s First Set of Interrogatories, No. 2.
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DID THE COMPANY FILE AMENDED TESTIMONY AND MINIMUM FILING
REQUIREMENTS TO INCORPORATE THE MORE RECENT FALL FORECAST
RESULTS?

No, even upon request for revised minimum filing requirement schedules.?” However,
select workpapers related to load forecasting and revenues for the fall forecast were shared

as attachments by the Company in discovery.

WERE THE DIFFERENCES BETWEEN THE SPRING AND FALL FORECAST
RESULTS SIGNIFICANT?

Yes. For 2027, the projected sales were 789,322 megawatt-hours higher in the fall forecast
compared to the spring forecast. Furthermore, the out-of-model adjustments the Company
uses to modify the statistical results of their model changed remarkably. The out-of-model
adjustment for rooftop solar was 38 percent different between the spring and fall Forecast
while the energy efficiency adjustment was 89 percent different. These eye-popping
changes to the Company’s forecast results are both undocumented and unexplained. Such
striking and unexplained volatility in forecasting results after a short six-month period

seriously calls into question the reliability of the Company’s out-of-model adjustments.

37 Company Response to OPC’s Fourteenth Set of Interrogatories, No. 342.
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D. Recommendations Regarding the Company’s Load Forecasts

PLEASE SUMMARIZE YOUR LOAD FORECAST RECOMMENDATION.

I recommend the Commission reject the Company’s energy sales forecast because it bears
no resemblance to historic trends and is biased due to the introduction of a number of
subjective and non-documented out-of-model adjustments.  Additionally, by the
Company’s own admission, the input data in the rate case model originates from the
outdated spring forecast instead of the Company’s more recent fall forecast.’® 1
recommend the Commission accept a modified version of the Company’s more recent fall
forecast that removes subjective and non-documented out-of-model adjustments. The use
of the fall forecast instead of the spring forecast will increase the Company’s test year
megawatt-hour sales forecast by 698,255 in 2025; 632,169 in 2026; and 789,322 in 2027.
The removal of out-of-model adjustments from the fall forecast will increase the
Company’s test year megawatt-hour sales forecast by an additional 579,466 in 2025;
873,257 1n2026; and 1,107,452 in 2027. The result is a new, reasonable and conservative
megawatt-hour sales projection of 41,076,721 in 2025; 41,432,426 in 2026; and
41,853,774 1n2027. Overall, the change in forecast (spring to fall) accounts for 45 percent
of my proposed load forecast change while the removal of the out-of-model adjustments
accounts for the remaining difference between the Company’s proposed forecast and my

owin.

38 Company Response to Staff’s First Set of Interrogatories, No. 2.
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Iv.

PLEASE SUMMARIZE THE REVENUE IMPACTS RESULTING FROM YOUR
LOAD FORECAST RECOMMENDATION.

My recommendation will result in an increase in total proposed (filed) test year retail
revenues of $94 million in 2025; $110 million in 2026; and $136 million in 2027. On a
revenue basis, my proposed changes to update the forecast account for 46 percent of the
change in total test year revenues (2025 through 2027), while the remaining 54 percent
accounts for the total change attributable to the removal of the out-of-model adjustments.
I consider this to be a conservative recommendation considering a forecast aligned with
the Company’s ten-year historical trend would result in a $142 million increase in 2025;

$166 million increase in 2026; and $196 million increase in 2027.

MULTI-YEAR RATE (“MYR”) INCREASE

PLEASE DESCRIBE THE COMPANY’S MYR INCREASE.

The Company’s proposal is based on three forecasted test year periods, 12-month periods
ending December 31, 2025, 2026, and 2027. The forecasted costs and revenues result in a
three-step rate adjustment with rate increases going into effect within the first billing period
of each year. The Company’s proposed rate increases amount to revenue requirement
increases of $593 million in 2025, $98 million in 2026, and $129 million in 2027 for a total
increase of $820 million.3° This represents a cumulative three-year base revenue increase

of $2.105 billion.

39 Direct Testimony of Marcia Olivier at 5:16-19.
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IS IT NORMAL FOR A UTILITY TO BE ALLOWED TO INCREASE RATES
OVER MULTIPLE YEARS BASED ON MULTIPLE FORECASTED TEST
PERIODS?

No. The traditional regulatory process allows for a single rate adjustment based on known
and measurable information over a single test year period. The “known and measurable”
standard helps ensure rates are fair, just, and reasonable. The traditional regulatory process

also avoids shifting utility performance risk onto the ratepayers.

WHAT POTENTIAL BENEFITS WERE IDENTIFIED BY THE COMPANY IN
SUPPORT OF A MYR INCREASE?
The Company identified two benefits: (1) greater rate certainty for customers and (2)

avoiding the cost of annual litigated rate cases for all parties involved.*°

HAS THE COMPANY PROVIDED EVIDENCE OR ANALYSIS TO SUPPORT
WHY THESE ASSERTED BENEFITS OUTWEIGH THE POTENTIAL COSTS?

No. The Company has not provided evidence or analysis to support their decision to
request a MYR increase over a traditional regulatory process. In fact, the Company failed
to address the known risks associated with MYR increases or other alternative forms of

regulation (“AFOR”) more broadly. The Company has simply pointed to recent

40 Direct Testimony of Marcia Olivier at 8:8-11.
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Commission approvals for MYR increases.*! Upon request for a cost-benefit analysis, the
Company responded, “DEF has not performed any cost/benefit analyses of DEF’s three

proposed test years.”*?

HAVE YOU EXAMINED AFOR PERFORMANCE IN OTHER JURISDICTIONS?
Yes, and that analysis is provided in Exhibit DED-7. For purposes of this analysis, AFORs
are limited to the major “paradigm shifting” forms of regulation that include formula rate
plans (“FRPs”), performance-based ratemaking (“PBR”), and multi-year rate plan

(“MYRP”) mechanisms.

WHAT CONCLUSIONS DO YOU REACH FROM THIS ANALYSIS?

My analysis finds that, to date, no major AFOR has led to meaningful or measurable
ratepayer benefits, including no sustainable or distinctly measurable improvement in
reliability or quality of service. Indeed, not one single state adopting an AFOR has shown
outcomes that can be held out as an unequivocal “success” for ratepayers. Specifically,
AFORs have generally led to:

e Deterioration in utility capital investment discipline with significant increases in rate

base;

41 In the Matter of the Application for limited proceeding to approve 2017 second revised and restated settlement
agreement, including certain rate adjustments, by Duke Energy Florida, LLC., Order No. PSC-2017-0451-AS-EU,
issued November 20, 2017; In the Matter of the Petition for limited proceeding to approve 2021 settlement agreement,
including general base rate increases, by Duke Energy Florida, LLC., Order No. PSC-2021-0202-AS-EI, issued June

42 Company Response to OPC’s First Set of Production of Documents, No. 21.
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e Large rate increases with very few rate decreases or earning sharing opportunities;
e No measurable or sustainable improvement in utility operating cost efficiencies; and

e No sustainable or distinctly measurable improvement in reliability or quality of service.

HAVE THE COMPANY’S RETAIL RATES IMPROVED AS A RESULT OF ITS
PAST MULTI-YEAR INCREASES?

No. The Company notes that both of DEFs last two settlements, the 2017 Settlement (term
2018-2021) and the 2021 Settlement (term 2022-2024), have included multiple-year rate

increases.*?

These increases, however, have resulted in continued deterioration in the
Company’s retail rates relative to other Southeastern peer utilities. Exhibit DED-7 includes
a section examining a number of different metrics including revenues, costs, and capital
investments before and after the Company’s MYR increases were approved. These metrics
have been compiled for both the Company and other regional peer investor-owned utilities
(“IOUSs”). Pages 64 to 73 provide a comparison of the Company’s retail rates (average
non-fuel revenues) relative to peer utilities. The table and charts on these pages show the
Company’s retail rates have not improved since MYR increases first went into effect in
2018. On the contrary, from 2018 to 2023, non-fuel revenues relative to total sales
($/KWh) have increased from $0.062 to $0.109, or by 75 percent. The sharp increase in

rates has caused the Company to have the 9" highest rates in the region (out of a peer group

of 10 utilities), only behind Tampa Electric Company and just ahead of Florida Power &

3 Direct Testimony of Marcia Olivier at 8:5-7.
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Light Company, the two utilities the Company explicitly mentioned in direct testimony for
having also been approved for multiple year rate increases.** From 2013 to 2017, prior to
the two MYR increases, the Company ranked ahead of the peer group average in rate
competitiveness with lower rates for three of the five years. In 2023, five years after the
first MYR increase was adopted, the Company’s rates were 46 percent higher than the peer

group average.

DID THE COMPANY SEE ANY IMPROVEMENTS IN ITS OPERATING COST
EFFICIENCIES SINCE MYR INCREASES WERE APPROVED?

No. Pages 74 to 80 of Exhibit DED-7 show a variety of comparisons of both the
Company’s O&M and A&G costs. Over the past 10 years, the Company has not seen
demonstrative improvement in its O&M costs relative to peer utilities. O&M expenses
relative to total sales ($/MWh) have been consistently higher than the peer group average
and most recently ranked in the bottom half for O&M efficiency. To make matters worse,
the Company’s A&G costs have become remarkably less efficient in recent years. From
2013 to 2017, prior to the two MYR increases, the Company’s A&G expenses relative to
total sales ($/MWh) were more efficient than the peer average for 4 out of the 5 years with
a consistent downward trend. From 2018 to 2023, after the two MYR increase approvals,
A&G costs have skyrocketed above the peer group average and remained higher every year
since. By 2023, the Company’s A&G costs of $14.13/MWh ranked the worst in the peer

group and over double the peer group average of $6.94/MWh.

44 Direct Testimony of Marcia Olivier at 8:18-20.
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DID THE COMPANY SEE ANY IMPROVEMENTS IN ITS CAPITAL COST
EFFICIENCIES SINCE MYR INCREASES WERE APPROVED?

No. As shown in pages 81 to 85 of Exhibit DED-7, net plant in service per customer has
grown every year since 2013. Since 2018, net plant per customer has grown at an average
rate of 11.7%, outpacing the peer average of 7.2%. This has caused the Company to drop

in its peer ranking from 2 out of 10 in 2017 to 7 out of 10 in 2023.

WHAT ARE YOUR RECOMMENDATIONS REGARDING THE COMPANY’S
PROPOSED MYR INCREASE?

[ recommend the Commission reject the Company’s requests for subsequent rate increases
in 2026 and 2027, and instead only allow for a single rate adjustment in 2025 — if otherwise
justified. The Company’s testimony and exhibits contain no analysis or support that multi-
year rate increases have provided any ratepayer benefits or will result in any bona fide and
measurable public benefits. My review of multi-year rate cases and other forms of
alternative regulation around the U.S. has found that these forms of regulation lead to

higher rates, little to no efficiency benefits, and less capital spending discipline.

ENERGY AFFORDABILITY

HOW DO YOU DEFINE ENERGY AFFORDABILITY?
While there is no universally accepted definition of energy affordability, it is typically

examined within the context of how expensive energy is relative to household income.

45 See, “Understanding Energy Affordability” ACEEE, 2015, page 1.

25



10

11

12

13

14

15

16

17

18

19

20

21

Affordability, more generally, can be utilized as an index number to measure, among other
things, the ability of a specific type of household to pay for essential utility services such

as water, electric, and/or natural gas.

ARE THERE ANY THRESHOLDS AT WHICH ENERGY SIMPLY BECOMES
“UNAFFORDABLE” OR “BURDENSOME?”

Yes. The most accepted and utilized threshold at which utilities, and thus energy, becomes
unaffordable or burdensome is when the percentage of income spent on energy exceeds six
percent.* This threshold comes from the Fisher, Sheehan, and Colton’s Home Energy
Affordability Gap Study from 2011. The threshold is based on the premise that total shelter
costs (including rent/mortgage and all utilities) should not exceed 30 percent of income
and that 20 percent of shelter costs should be allocated to energy bills. Thus, 20 percent of
30 percent yields a six percent affordable utility burden.*’ Utility burdens below six
percent are classified as “affordable,” and energy burdens above six percent are classified

as “unaffordable.”

HOW DOES ACADEMIC LITERATURE EXAMINE UTILITY
AFFORDABILITY?

The academic literature examines energy affordability through various metrics but
predominantly through utility and energy burden rates. Utility burden rates measure the

impact of a utility bill on household income. The American Council for an Energy Efficient

46 See, “Understanding Energy Affordability” ACEEE, 2015, page 2.
47 Fisher, Sheehan, and Colton. “Home Energy Affordability in New York: The Affordability Gap 2008-2010”, June
2011, page 2.
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Economy (ACEEE)’s Understanding Energy Affordability Report best encapsulates what
academicians have studied. ACEEE’s report determines four drivers of high energy
burdens: (1) physical (i.e. housing age and type, poor insulation, weather extremes); (2)
economic (i.e. chronic or sudden economic hardship); (3) behavioral (lack of access to
information for bill payment assistance); and (4) policy (insufficient programs for bill
assistance, high fixed customer charges).*® It also examines utility burden rates throughout
the United States, classifying any total utility burden above six percent as a household that

experiences a high energy burden.*

HOW IS THE CONCEPT OF ENERGY AFFORDABILITY RECOGNIZED IN
REGULATION AND PUBLIC POLICY?

Energy affordability is increasingly becoming an important regulatory policy consideration
with various states and local governments now setting energy affordability targets.
Recently, New York set a state-wide goal of achieving a six percent energy burden.’® The
City of Portland, Oregon, released a Ten-Year Plan to Reduce Energy Burden in Oregon
Affordable Housing.’! The California Public Utilities Commission (“CPUC”) developed
the state’s first energy affordability metric that tracks affordability for essential services

(electric, gas, water, and communications).’> The Pennsylvania Public Utility Commission

48 “Understanding Energy Affordability” ACEEE, 2015, page 2.

41d., at page 3.

30 “Understanding and Alleviating Energy Cost Burden in New York City,” (August 2019) NYC Mayor’s Office of
Sustainability and the Mayor’s Office for Economic Opportunity, at p. 2.

31 “Reducing the Energy Burden in Oregon Affordable Housing — Ten-year Plan,” (2018), Built Environment Energy
Working Group.

32 California Public Utilities Commission Order 18-07-006, 2018.
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(“PPUC”) examined home energy burdens for low-income Pennsylvanians in its Home
Energy Affordability 2019 report®® and subsequently issued a policy statement on March
21, 2020, establishing maximum energy burdens for customers.> These examples
demonstrate that examining energy affordability has become paramount in utility

regulation across the country.

DO LOW INCOME HOUSEHOLDS SPEND PROPORTIONATELY MORE IN
ELECTRICITY THAN HIGHER INCOME HOUSEHOLDS?

Yes. Lower income households spend a larger share of their income on electricity than
higher income households. In other words, while households consume more electricity as
income increases, the share of their income they spend on electricity decreases as their

income increases.

HAVE YOU ESTIMATED ENERGY AFFORDABILITY USING THE
COMPANY’S PROPOSED RESIDENTIAL RATES?

Yes. Exhibit DED-8 presents residential Energy Affordability Index estimates at both the
15th and 20th income percentiles. This analysis finds that both indexes are already greater
than six percent, indicating a significant level of energy burden for both income brackets.
Moreover, energy is expected to remain unaffordable for these income brackets as rates are

increased in 2025, 2026, and 2027.

53 Exhibit OPC (A)-24, Home Energy Affordability for Low-Income Customers in Pennsylvania, (January 2019)
Pennsylvania Public Utility Commission.
3452 PA. Code Ch. 69.
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WHAT DO THESE FINDINGS MEAN FOR THE COMPANY’S PROPOSAL?

Energy affordability remains a challenging issue around the U.S. as well as in the
Company’s service territory. DEF-specific electricity costs as a share of income remain
unaffordable for the Company’s low-income customers. Continued multi-year rate
increases will do nothing to improve the affordability of electricity for low- and moderate-
income ratepayers. I recommend the Commission consider energy affordability in this
proceeding, and all future utility base rate proceedings, in evaluating rate increase requests
consistent with the trends in other U.S. regulatory jurisdictions. Doing so would be
consistent with the Commission’s commitment “to making sure that Florida’s consumers
receive some of their most essential services...in a safe, affordable, and reliable manner.”>>

(Emphasis added.)

CONCLUSIONS AND RECOMMENDATIONS

PLEASE SUMMARIZE YOUR LOAD FORECAST RECOMMENDATION.

I recommend the Commission reject the Company’s energy sales forecast because it bears
no resemblance to historic trends and is biased due to the introduction of a number of
subjective and non-documented out-of-model adjustments.  Additionally, by the
Company’s own admission, the input data in the rate case model originates from the
outdated spring forecast instead of the Company’s more recent fall forecast.’® I
recommend the Commission accept a modified version of the Company’s more recent fall

forecast that removes subjective and non-documented out-of-model adjustments. The use

35 https://floridapsc.com/about#OverviewAndKeyFacts. Florida Public Service Commission Website. “Overview and
Key Facts.” 2024.
36 Company Response to Staff’s First Set of Interrogatories, No. 2.
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of the fall forecast instead of the spring forecast will increase the Company’s test year
megawatt-hour sales forecast by 698,255 in 2025; 632,169 in 2026; and 789,322 in 2027.
The removal of out-of-model adjustments from the fall forecast will increase the
Company’s test year megawatt-hour sales forecast by an additional 579,466 in 2025;
873,257 in 2026; and 1,107,452 in 2027. The result is a new megawatt-hour sales
projection of 41,076,721 in 2025; 41,432,426 in 2026; and 41,853,774 in 2027. Overall,
the change in forecast (spring to fall) accounts for 45 percent of my proposed load forecast
change while the removal of the out-of-model adjustments accounts for the remaining

difference between the Company’s proposed forecast and my own.

PLEASE SUMMARIZE THE REVENUE IMPACTS RESULTING FROM YOUR
LOAD FORECAST RECOMMENDATION.

My recommendation will result in an increase in total proposed (filed) test year retail
revenues of $94 million in 2025; $110 million in 2026; and $136 million in 2027. On a
revenue basis, my proposed changes to update the forecast account for 46 percent of the
change in total test year revenues (2025 through 2027), while the remaining 54 percent
accounts for the total change attributable to the removal of the out-of-model adjustments.
I consider this to be a conservative recommendation considering a forecast aligned with
the Company’s ten-year historical trend would result in a $142 million increase in 2025;

$166 million increase in 2026; and $196 million increase in 2027.
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PLEASE SUMMARIZE YOUR MULTI-YEAR RATE PLAN
RECOMMENDATION.

I recommend the Commission reject the Company’s requests for subsequent rate increases
in 2026 and 2027, and instead only allow for a single rate adjustment in 2025 — if otherwise
justified. The Company’s testimony and exhibits contain no analysis or support that multi-
year rate increases have provided any ratepayer benefits or will result in any bona fide and
measurable public benefits. My review of multi-year rate cases and other forms of
alternative regulation around the U.S. has found that these forms of regulation lead to

higher rates, little to no efficiency benefits, and less capital spending discipline.

PLEASE SUMMARIZE YOUR FINDINGS REGARDING ENERGY
AFFORDABILITY IN THE COMPANY’S SERVICE TERRITORY.

Energy affordability remains a challenging issue around the U.S. as well as in the
Company’s service territory. DEF-specific electricity costs as a share of income remain
unaffordable for the Company’s low-income customers. Continued multi-year rate
increases will do nothing to improve the affordability of electricity for low- and moderate-
income ratepayers. I recommend the Commission consider energy affordability in this
proceeding, and all future utility base rate proceedings, in evaluating rate increase requests
consistent with the trends in other U.S. regulatory jurisdictions. Doing so would be

consistent with the Commission’s commitment “to making sure that Florida’s consumers
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receive some of their most essential services...in a safe, affordable, and reliable manner.”>’

(Emphasis added.)

DOES THIS COMPLETE YOUR PREFILED DIRECT TESTIMONY?

Yes, at this time. However, the compressed procedural schedule in this proceeding for
filing Intervenor testimony has limited the time to complete OPC’s investigation into the
issues and effects of those issues on the Company’s petition. Consequently, it is my
understanding that OPC reserves the right to file supplemental testimony to fully address

these issues and effects of those issues, if necessary.

37 https://floridapsc.com/about#OverviewAndKeyFacts. Florida Public Service Commission Website. “Overview and
Key Facts.” 2024.
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