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1 PROCEEDI NGS
2 CHAI RVAN LA RCSA: Okay. W wll nove to Item
3 No. 2. W will let folks get set and settled here
4 for a few seconds.
5 Ms. Sapozni koff, if you are ready, we are
6 ready for you.
7 M5. SAPQZNI KOFF:  Thank you.
8 Good norning, M. Chairman, and Conm ssioners.
9 | am Susan Sapozni koff with the Ofice of Ceneral
10 Counsel .
11 Item 2 is staff's recommendati on providi ng
12 anmendnent of Florida Adm nistrative Code Rule
13 25-14.004. The recommended anendnents to the rule
14 refl ect a change in policy regarding how to
15 cal culate the total corporate inconme tax expense of
16 a regulated utility, and proceedings to establish
17 revenue requirements or to address overearni ngs.
18 Currently, when the regulated utility is a
19 subsi diary of one or nore parent conpani es and
20 files a consolidated return with a parent conpany,
21 the rule adjusts the incone tax expense of the
22 regul ated utility to reflect the incone tax benefit
23 of the parent -- excuse ne -- of the parent debt
24 that may be invested in equity of the subsidiary.
25 Staff recomrends anending the rule to
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1 determ ne the inconme tax expense of a regul at ed
2 utility using only the incone of that utility
3 regardl ess of any parent subsidiary relationship
4 that may exist. This policy it would be in accord
5 with current national standards and ot her
6 Conmmi ssion practices in determ ning the cost of
7 servi ce.
8 The recommended anendnents to the rule wll
9 ensure that rates are derived froma revenue
10 requi rement that is based on tax benefits
11 associated with the debt that is both an expense of
12 the regulated utility and borne bring that
13 utility's custoners.
14 Charl es Rehwi nkel of the Ofice of Public
15 Counsel would Iike to address the Conmm ssion
16 regardi ng the reconmended anmendnent to the rule.
17 Staff is available to answer any questions.
18 Thank you.
19 CHAI RMAN LA ROSA:  Thank you.
20 M. Rehw nkel, you are recognized.
21 MR, REHW NKEL: Thank you, M. Chairnan and
22 Conmm ssioners. M nane is Charles Rehw nkel with
23 the Ofice of Public Counsel.
24 Conmi ssi oners, in March, when we | ast
25 di scussed this matter, the OPC presented you with
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1 estimtes of the inpact of this proposal would have
2 on custoners of Tanpa El ectric Conpany and Duke
3 Energy Florida. Qur nunbers were based on
4 estimates derived fromsurveillance reports.
5 Better information arrived on April 2nd, 2024,
6 when both of those conpanies filed petitions,
7 testinony and MFRs setting out their views of the
8 i npact of the parent debt adjustnent, or PDA as |
9 may refer to it, in their filed cases.
10 DEF did not make an adjustnent for the years
11 2025 through 2027. But for 2024, it calcul ated the
12 PDA at $10.3 million jurisdictional retail revenue
13 requirenents.
14 Tanpa Electric calculated its PDA inpact at
15 $17.4 mllion revenue requirenent for 2025. And I
16 would just like to read fromthe petition,
17 par agr aphs 24 and 25, that the conmpany fil ed.
18 Tanpa El ectric's proposed 2025 revenue
19 i ncrease was cal cul ated by maki ng the parent debt
20 adj ustnent required by Rule 25-14.004, Florida
21 Adm ni strative Code, which reduced the conpany's
22 requested 2025 revenue increase by $17,381,381. As
23 of the filing of this petition, the Conmm ssion was
24 consi dering an anendnent to Rul e 25-14.004 t hat
25 woul d elimnate the required parent debt
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1 adjustnent. |If the proposed anendnent is adopted

2 while this proceeding is pending, Tanpa Electric
3 requests that the incone tax expense used to
4 calculate its proposed 2025 base rate increase be
5 cal cul ated in accordance with Rule 25-14.004 as
6 anmended, and w thout a parent debt adjustnent.
7 Conmmi ssi oners, as you may be aware by now, on
8 Monday, the Public Counsel and DEF filed a notion
9 that notified you of an agreenent in principle that
10 the OPC and others have entered into with DEF. |If
11 approved, a conprehensive agreenent w ||l address
12 the PDA issue within the overall context of the
13 case in that pending DEF case, and the OPC is okay
14 with this.
15 On the other hand, the Tanpa Electric filing
16 speaks for itself. The harmto custoners fromthe
17 proposed repeal is real, and tangible, and
18 material. Repeal would mean an increase of $17.4
19 mllion, or $52 mllion out of the custoners'
20 pockets over the next three years.
21 Comm ssioners, we believe there is no reason
22 in lawor logic or policy for this to occur.
23 Accordingly, our plea to you today on behalf of the
24 custoners of Tanpa Electric and other utilities is
25 sinple. Please scrap this initiative for good.
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1 This proposal is sinply a solution |ooking for a
2 problem And there is no probl em except for high
3 bills getting higher. If you stood in the
4 custoners shoes today, you would see that this
5 repeal effort would have to appear to be nothing
6 but anti-custoner.
7 As we have noted before, the concept
8 initially, and then the rule, has been approved by
9 the Florida Suprene Court. It was included in and
10 wi t hstood an investigation by the U S. Treasury
11 Departnent and the IRS and the U S. Congress nore
12 than 30 years ago.
13 This rule has passed nuster tinme and again.
14 It has kept tel ephone, electric, gas and water
15 utility rates in Florida | ower for over 40 years by
16 hundreds of mllions of dollars.
17 You have not been presented with any tangible
18 evi dence that there is any neaningful or
19 quantifiable offset that would nake custoners
20 better off without the rule than with it. The only
21 evi dence you have is that Florida custoner rates
22 will be higher with the repeal of this bedrock
23 regul atory policy contained in this rule.
24 The OPC profoundly and vehenently di sagrees
25 with the analysis that you are being presented sone
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1 30 to 40 years after the Suprenme Court and federa

2 action occurred here today. W will not provide

3 that argunment today. |If this process goes forward,

4 there will be a better tine to explore the factua

5 policy and | egal aspects of the rules rule's

6 under pi nni ngs, and the basis for the staff to bring

7 this forward at a tine when DEF s and Tanpa

8 Electric's rates are already increasing.

9 The custoners ask you, please shut this down.
10 Let's let the rule continue to benefit custoners.
11 Thank you.

12 CHAI RVMAN LA ROSA: Conm ssioners, are there

13 guestions? Questions or discussions on this item
14 of staff and/or of OPC?

15 Comm ssi oner Fay, you are recogni zed.

16 COW SSI ONER FAY: Conmi ssioner Cark, you are
17 senior here, if you would like to go first.

18 COMM SSI ONER CLARK:  Thank you, Comm ssi oner
19 Fay. | will just nake a couple of observations.

20 When we originally approached this rul e back
21 in March, | had sone of the sanme concerns. M

22 bi ggest concern was the affects on rate. Froma

23 rul emaki ng perspective, and from a ratenmaki ng

24 perspective, | certainly understand the need to get
25 it right. And | would not argue that froma
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1 rat emaki ng perspective, this is probably a | ogi cal
2 concl usi on.
3 | do have the concerns about the effects on
4 custonmers right now at this particular tinme. To
5 me, thisis -- this is kind of an issue of timng
6 as much as it is anything. But | do have a couple
7 of questions, and | guess | wll -- M. G cchetti,
8 I will ask -- direct themtoward you.
9 When it conmes to effects on custoners, are
10 there -- we understood right now specifically in
11 two of our utility cases it would nost |ikely cause
12 an increase. | think that probably a couple of the
13 utilities, it would not -- applying the rule would
14 not have any application toward.
15 What about water utilities? Have we | ooked at
16 any of those? Are they going to be basically
17 com ng under the sane rul e?
18 MR. CICCHETTI: | believe Sunshine Water
19 Services woul d be subject to the rule.
20 COW SSI ONER CLARK:  kay.
21 MR, CICCHETTI: But | would |ike to point out,
22 at the tine you are setting rates, obviously
23 setting themat the cost of service would be nore
24 -- require nore revenue than not setting them at
25 the cost of service, but over tine, that's not
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1 true, because the goal is to keep utility within
2 their allowed range of return.

3 And so in the case of Tanpa Electric, $52

4 mllion over three years, at the end of three

5 years, that's $52 million that they didn't collect
6 that woul d probably push them out of the all owed
7 range of return.

8 So what's going to result is not only are you
9 not setting rates at the cost of service, but you
10 are requiring the utility to cone in nore often to
11 keep themin the range. So over tinme, in order to
12 keep themin the range, you are just going to have
13 to have nore rate cases to achieve the sane goal.

14 So the custoners really aren't saving noney over

15 tinme.

16 COMM SSI ONER CLARK:  Are there --

17 M5. CIBULA: And | would like to just junp in
18 -- Samantha here -- to point out that OPC nenti oned
19 the existing rate cases. |It's legal staff's

20 position that this would not apply to the existing
21 rate cases pending before us at this tine, because
22 the rule is not in effect. So this would only

23 affect future rate cases after the rule goes into
24 effect. So | just wanted to nmake that clear.

25 COW SSI ONER CLARK: So they woul d be bound
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for the entire termof the agreenent to the rule as
it was witten when they filed the case, is that
what you are sayi ng?

M5. CIBULA: The Conm ssion's decision would
be bound by the -- when the petition was filed and
the rule that was in effect at that tinme. And so
this would only apply to future petitions, because
the rule is not in effect at this point. So the
existing rule would apply right to those rate
cases.

MR, HETRI CK: Conmm ssioner C ark, the answer
to your question is yes.

COMM SSI ONER CLARK:  Thank you.

(kay. | guess that -- are there any cases
where, M. Ci cchetti, that this would actually
decrease custoners rates? Are there any instances
or -- | realize this has to do with debt and
I nt erest expense associated with debt. But are
there any reverse scenarios that could occur where
actual rates could go down as a result of this
rul e?

MR, CICCHETTI: Not that |I am aware of. But
again, over tine, it's not going to save custoners
noney, because you will have too have nore frequent

rate cases in order to keep the utility inits
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11

1 aut hori zed range of return. And the rule is based
2 on a flawed and discredited prem se that the
3 allowed return on equity is a function of the cost
4 of the source of funds; when, in reality, the
5 required return on equity is a function of the risk
6 that the capital is exposed to.
7 For exanple, if you took out a second nortgage
8 on your home to invest in a risky venture, your
9 requi red and expected return on that risky venture
10 woul d be commensurate with the risk of that
11 investnent. And if soneone told you, well, we are
12 going to limt your return to the cost of your
13 second nortgage because that's the cost of the
14 source of the funds, that would be wong and
15 contrary to financial theory. And that's what
16 underpins this parent debt rule.
17 And we know that, because that's what Public
18 Counsel said at the March 5th Agenda. Public
19 Counsel said, and | quote: The parent debt rule is
20 not really based on an inconme tax issue. It is a
21 protection fromaffiliate transportati on abuse
22 transaction abuse. It keeps custoners forced to
23 subsi di ze the parent's incone tax expenses by
24 having to pay a taxable equity return on the anpunt
25 of debt that makes up the parent and grandparent
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12

1 investnent in the equity recorded on the regul ated
2 subsi di ary' s books.
3 So they are saying they are fine if the parent
4 conpany issues stock in order to invest in the
5 equity of the utility, but if they issue stock and
6 debt, then the allowed return on equity should be
7 reduced because the debt is | ess expensive. And
8 t hat whol e theory has been discredited.
9 COMM SSI ONER CLARK:  Are there any other
10 advantages to us taking this rule -- or accepting
11 this rule right now, | nean, other than, quote,
12 getting it right? And | realized that's the goal
13 here. And | certainly support the concept and the
14 i dea of nmaking sure that the ratenaking process is
15 done correctly. But is there any other real
16 advantage to us supporting the passing this rule
17 amendnent other than it just gets rate setting
18 right, even though it does have initially a
19 negative i npact on custoners?
20 MR, CICCHETTI: Yes, there are -- there are
21 advant ages, because the rul e provides a perverse
22 i ncentive, as Public Counsel claimed, that the
23 I ssuing debt at the parent level to invest in the
24 utility is affiliate transaction abuse, it's not.
25 There can be tines when it's vital to the public
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13

1 interest for the parents conpany to invest -- to
2 I ssue debt in invest in the utility.
3 For exanple, if sone utilities were building
4 nucl ear to provide a carbon free generation to
5 support all the other generation being renewabl e
6 and they ran into problens, we woul d hope that the
7 parent conpany could issue debt to invest in the
8 equity of the utility. That would be in the public
9 interest. O if, God forbid, there was a nucl ear
10 accident, and the utility was having financi al
11 problens, if the parent conpany issued debt to
12 invest in the utility's equity, that woul d be
13 penal i zed under the parent debt rule.
14 And so these utilities have gotten nmuch | arger
15 than they were when this rule was passed, so the
16 parent debt effects of the rule are becom ng
17 | arger. And so | woul d suggest that, going
18 forward, it would be in custoners' best interest to
19 not penalize parent conpanies for investing debt in
20 the utility's equity when that is necessary.
21 MR, REHW NKEL: M. Chairman?
22 CHAI RVAN LA RCSA:  Yes, you are recogni zed.
23 MR, REHW NKEL: Yeah, just since ny comments
24 have been banded about, | just wanted to say | am
25 going to stick to ny conmtnent not to debate the
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14

1 rule here. |If this goes forward, obviously, we
2 wi Il ask for a hearing, and obviously, we wl|
3 present evidence at that hearing. So | am not
4 going to get into addressing that. | have serious
5 di sagreenents with what's been said al ready.
6 And I w il say, despite what your |egal staff
7 has said, Tanpa Electric has said that they want
8 rates to be higher if the rule is repealed. And
9 whet her your staff is legally right, or the conpany
10 is legally right, and how the Suprenme Court woul d
11 see it if you disregarded what they asked for, |
12 don't know. Can't speculate. But we don't think
13 the risk is worth it.
14 Thank you.
15 CHAI RMAN LA ROSA:  Under st ood.
16 Conmi ssi oner O ark.
17 COW SSI ONER CLARK:  Two nore qui ck questions,
18 and | guess | will direct this to Ms. G bula in
19 ternms of the proposed, or potential proposed
20 agreenent that OPC and Duke have reached.
21 Are there -- can there be contenplations in
22 this agreenent that would take this iteminto
23 consideration in the terns of the agreenent that
24 woul d allow themto carry it forward even though
25 it'"s not technically allowed under the rule? Does
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1 t hat make any sense what soever?
2 M5. CIBULA: | amnot really sure the answer
3 to that question right now because | don't know
4 what the agreenent |ooks |ike, but --
5 COW SSI ONER CLARK: Right, and sonetines
6 we - -
7 M5. CIBULA: -- in -- | guess there are --
8 peopl e can agree to stuff in settlenment agreenents
9 that m ght be outside of what the rule
10 contenplates. As long as it's within our
11 jurisdiction, we could nake determ nations on that.
12 So | can't really coment object what --
13 COMM SSI ONER CLARK:  Ckay.
14 M5. CIBULA: -- you know, what's going to be
15 in this agreenent and what the Conm ssion's
16 position would be on that.
17 COMM SSI ONER CLARK:  That m ght have been too
18 much of a | oaded questi on.
19 So and the second part, addressing M.
20 Rehwi nkel 's observation there, if we approve this
21 proposal, the next step in the process would be the
22 hearing. And at that point in time, the Conmm ssion
23 woul d have the right to weigh in, and before the
24 final rule is adopted, we woul d have sone
25 opportunities, or are we proposing a final rule
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1 here? Help me with the question.

2 M5. CIBULA: Yeah. W will proposal a rule,

3 and then affected persons have 21 days to request a

4 rule hearing in front of the Conm ssion. And at

5 the rule hearing, the subject matter of that

6 hearing is whether we should nmake changes to the

7 rul e based on evidence that is presented at the

8 heari ng.

9 So the rule is a final proposed rule by the

10 Comm ssion. And then soneone has to cone in with
11 evidence to say this is why we want to nmake a

12 change to the rule. And then the Conm ssioners

13 wi Il decide whether or not to nmake changes to the
14 rul e based on the record evidence fromthe rule

15 heari ng.

16 COW SSI ONER CLARK: That kind of gives us a
17 little nore tine to look into and dive into this a
18 little bit deeper, based on the evidence presented.
19 MS. Cl BULA: Correct.

20 COMWM SSI ONER CLARK:  Thank you, M. Chairman.
21 CHAI RMAN LA ROSA: Conm ssi oner Fay, you are
22 recogni zed.

23 COMWM SSI ONER FAY:  Thank you, M. Chair man.

24 Comm ssioner Cark actually touched on sone of
25 my questions. | nean, it does appear to ne, based
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1 on what M. Cicchetti is saying, that this is very
2 much a timng issue, and sone conponent of this is
3 paid at one tinme or another.
4 | wll say that I -- | -- you know | am not
5 necessarily persuaded by this idea that everybody
6 else is doing it, so FERC and all these other
7 conm ssi ons have changed structure, | amnot sure |
8 find that persuasive in itself. But it does appear
9 that the gap of these adjustnents is getting bigger
10 and bi gger as the spin gets bigger and bi gger, and
11 so | think that probably does call for some review
12 And | think this addresses that to a certain
13 extent, in that the costs will likely align better
14 wi th what they actually are in these scenari os.
15 So I think OPC has stated that they are
16 | ooki ng forward to the next process of this, and
17 wi |l engage at that level, and | think that is
18 appropriate in rulemaking. | think that's the
19 nature of the beast.
20 And | really do think this is unique in the
21 way that it does really touch on every utility, so
22 water, electric, gas, and it's -- a lot of tines
23 with this rul emaki ng, we see these sections and
24 they speak to just one industry.
25 | asked the sane question Conm ssioner Cark
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1 asked in a briefing, we | ook at the |arger
2 utilities, and those are what were brought up
3 t oday, but what about a parent subsidiary water,
4 what does this nean for thenf? How does this inpact
5 then? And could it potentially have a negative
6 effect on what they would do, or howit would
7 I npact those custoners? So | think those are al
8 fair questions, and we should, you know, take this
9 deci si on very seriously.
10 Wth all of is that said, | am confortable
11 with the rule change as proposed. And | think that
12 It does address sone of the issues that |I found
13 viable. And | can see where OPC is comng from
14 froma consuner protection angle. So when | | ooked
15 t hrough the precedent and the | egal conponents that
16 apply to this, I don't have any heartburn as far as
17 the change, but | do want to be clear that that's
18 not based on the idea that, you know, everybody
19 else is doing it. |It's based on the principles
20 that are built into this, that the adjustnment wll
21 align better with what the cost spend is for these
22 conponents, and then the need for adjustnent down
23 the road woul d cause | ess of a, nmaybe a jolt at
24 that tinme when the adjustnent would need to be
25 trued up in sone fornat.
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1 So with that, M. Chairman, | do support the
2 recommendation in front of nme. | amprepared to
3 make a notion on it, but if anybody else -- any of
4 nmy col |l eagues want to weigh in, | amhappy to wait.
5 CHAI RVAN LA RCSA: | amgoing to go back to
6 M. Rehw nkel, | see his light on indicating, so --
7 MR. REHW NKEL: Thank you, M. Chairman.
8 And | would have -- put a sinple request to
9 the Commission if you decide to go forward and have
10 a hearing, is it wuld be our request -- as you
11 know we are enbroiled in two major rate cases at
12 this tine. If we go to a hearing, you have heard a
13 | ot of serious assertions about regulatory policy.
14 W would certainly like to be able to put on a
15 heari ng and have plenty of tine to do it, to bring
16 an expert, for exanple, to do that.
17 So I would just ask that this not be rushed
18 into, you know, as fast as it can be done. | would
19 just ask that if you go forward, that we be given
20 adequate tine to be -- this issue is so big. It
21 has been around for so long. It should be taken
22 seriously if there is a hearing.
23 Thank you.
24 CHAI RMAN LA ROSA: Thank you. | don't
25 di sagree with the intent of that, that this, you
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1 know, if considered, needs to be considered deeply,
2 and the timng is key. | think, you know, both ny
3 col | eagues nentioned that not just in the timng of
4 what's happening, but within the PSC, and what we
5 are considering, and what's before us, but also
6 what' s happening in the world and in the econony
7 here in the state.
8 | want to throw a question back to staff.
9 What woul d -- woul d anything preclude us to have a
10 nore in-depth presentation, or nmaybe, you know,
11 di ggi ng deeper to understand kind of what the gap
12 is, and the utilities that would be affected, and
13 how, | guess how deep they woul d be affected before
14 we took a vote on this?
15 And | guess what | amsaying is would there be
16 any -- would it nake sense for us to defer -- would
17 there be an advantage, is a better way stating
18 that, would there be an advantage for us to defer
19 this and have staff present to us maybe kind of
20 what sone of the questions that we've had al ready
21 t oday?
22 M5. CIBULA: Well, the advantage would be it
23 woul d be nore like a rule workshop. So it would be
24 getting the information before you make your
25 deci sion to propose. Because once you propose,
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1 that is your -- the rule that you proposed. And
2 the hearing that conmes after the proposal is just
3 weat her to make changes to that rul e based on
4 evi dence that -- as deduced fromthe hearing.
5 And you can have different types of hearings.
6 You can have just a rule hearing |ike we have done
7 in the past couple of years. But there is also the
8 option to have a 120.569 hearing as well, which is
9 nore in-depth, which we haven't done that in, I|ike,
10 20 years, but that is an option for the rule
11 hearing portion of it.
12 But the advantage would be, to defer it now,
13 woul d be it would be nore |ike a workshop, or nore
14 informal to gather the information to nake a
15 decision as to what rule you want to propose now.
16 So it's just nore like information gathering
17 conpared to you have nade a decision on what rule
18 you want to propose, and then it becones nore
19 limted for the hearing process to just whether or
20 not to make changes to the rule that you proposed.
21 CHAI RMAN LA ROSA: Ckay. |If we didn't approve
22 this itemtoday, what would, in fact, happen?
23 Wul d there anything -- would there be anything
24 stopping us frombringing this itemup, or a
25 simlar itemto a rule change | ater down the road?
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1 MS. CIBULA: No, there wouldn't be alimt to
2 that. And we -- | guess we could deci de whet her we
3 want ed to have anot her wor kshop, or whether we want
4 to do sonmething nore informal, |ike maybe send out
5 sone sort of witten ask -- you know, asking about
6 witten comments, or staff, itself, could do sone
7 sort of informal investigation to see what affect
8 the rule woul d have based on what questions the
9 Conmm ssi oners have.

10 CHAI RMAN LA ROSA: Ckay. Commi ssioners, any
11 ot her thoughts?

12 Comm ssioner C ark, you are recogni zed.

13 COM SSI ONER CLARK: | woul d just kind of add
14 on to where you at, it seens |like where you are at,
15 M. Chairman, is extending this a little bit.

16 Gving us sone tine to do a little nore anal ysis.
17 And | appreciate staff's work on this. Y al
18 have done a trenmendous job. And I know you have

19 been working on it for quite a long tinme. But if
20 we did have an opportunity to do a workshop,

21 specifically nmy interest is in exactly the

22 potential effect on the custoners.

23 M. Rehw nkel gave us sone nunbers, | know

24 staff had asked -- has asked -- has been asked

25 about sone potential nunbers related to the
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1 utilities, exactly it's going to cost the custoners

2 on a nonthly basis. | nean, that's what it boils

3 down for ne, is howis this going to affect the

4 consuner .

5 But getting sone sanples fromthe different

6 affected utilities, | amreally interested -- and |

7 am gl ad you nentioned there is only one water

8 conpany that's potentially affected. But | would

9 certainly like to see sone of the potential nunbers
10 from sone of the water conpanies that are going to
11 be affected on howthis will affect their

12 consuners.

13 You know, we deal a lot with electric rates,
14 but water -- water regulation is just as inportant,
15 and those custoners deserve to have the sane type
16 of protections that all of our other custoners do.
17 So | want to nmake sure that we are eval uating that
18 very cl osely.

19 But if we have that workshop, and we agree

20 that we do want to go forward and then nove into, |
21 certainly would support a hearing. | am not

22 famliar wth the extended hearing, deeper hearing.
23 But whatever is necessary, | think that that

24 certainly would be an opportune tine. |If we had a
25 wor kshop and then -- and | ooked at the proposed
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1 rule, and then went into the hearing, | think that
2 al so gets us beyond the two rate cases that we are
3 currently in right now W wll have sone nore of
4 an idea on what final rates are going to | ook Iike
5 for both of those utilities at that tinme. And that
6 mght give us a little bit nore |ead way into
7 maki ng a final decision on the rule, M. Chairnman,
8 just ny suggestion.
9 CHAI RVAN LA ROSA:  Thank you. And | will
10 clarify, and that is -- | am asking those questions
11 because that is -- | amcurious, and that is kind
12 of where | amleaning. | nean, ny biggest concerns
13 are custoner inpact and the inpact of future rate
14 cases. So in a simlar manner, | appreciate a nore
15 i nformal process in the sense of considering
16 everything that's before us now.
17 And | know that there is not necessarily a
18 statutory tineline as far as what happens after
19 today if this was approved. But | think that gives
20 us a little bit nore to chew on and can, frankly,
21 maybe answer better questions.
22 That's where | am | eaning today, but | don't
23 want to close out the item
24 Comm ssi oner Fay, you recogni zed.
25 COMWM SSI ONER FAY:  Thank you, M. Chair man.
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1 | will just say that | understand sort of the
2 I npact nunbers, and maybe | ooking at this nore
3 based on the theory and the di scussion of how this
4 woul d be applied one way or another. | feel that |
5 am confortable wth nmy understanding of it and ny
6 position of it.
7 Wth that said, | absolutely respect ny
8 col | eagues as Conm ssioners. And anytinme sonebody
9 woul d Ii ke nore time to work on sonething to nake
10 sure we get it right, especially when it inpacts
11 all across sectors of a utility rule, then |

12 absol utely respect that and woul d support that

13 deferral .

14 And | amopen to | ooking at that record and
15 everything that's proposed, which may influence ny
16 decision. At the end of the day, | am not

17 foreclosing that information. | just am

18 confortable at this tinme noving forward, but

19 respect the process that m ght give nore

20 i nformation to everybody.

21 CHAI RMAN LA ROSA:  Thank you.

22 Conmmi ssi oner Passi dono.

23 COMW SSI ONER PASSI DOMO: Thank you, M.

24 Chai r man.

25 | had just a few brief comments. Mostly
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1 echoing Commi ssioner Fay. | wanted to nake it
2 clear that | was also -- felt nore prepared to
3 push, you know, | -- | -- the way | | ooked at this
4 was, again, it was not fromthe perspective of
5 foll owi ng, you know, the status quo of other states
6 or FERC. It was nore about, you know, when we nove
7 into the next round of rate cases that we are
8 wor ki ng with the nost up-to-date and true data.
9 So it seens like, you know, why we are here is
10 basically on that prem se of the regul atory
11 conpact, neaning that, like, the utilities are
12 af forded an opportunity to earn a fair return on
13 their investnents comensurate with the risk of
14 investing in the utility. And if we are not
15 wor king with the adequate -- the accurate data with
16 that, it would distort those nunbers.
17 | absolutely agree and am okay wi th noving
18 into maybe a nore -- |like, into a Conm ssion
19 wor kshop i nstead of, like, the previous staff
20 wor kshops that have been going on if we have a
21 formal Comm ssi on wor kshop, where one or nore of us
22 IS present.
23 The thing that | would kind of want to | ook at
24 Is when we say in the staff rec, it's been kind of
25 reiterated several tinmes about |essening the
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

frequency of rate cases. | amobviously in favor
of that. | think custoners would be in favor of
that. There is a |lot of expense that goes into it.
Rate certainty is really inportant.

Soif we can find a way to be able to have
sonme concrete nunbers than just the should | essen
the frequency. |If there is a way that we coul d
actually conpute that and, you know, figure out,
okay, well, what would be the difference between
sticking with the current rule and noving forward
with this proposed rule, then what that would --
how t hat woul d actually -- if there is a way to
conpare those two. | know that m ght be kind of
difficult to work through, but |ooking at how the
di fference how ot her states, when they made that
switch, sonething like that. That's sonething that
| would be interested inif we nove forward with a
Conmm ssi on wor kshop.

Thank you.

CHAI RMAN LA ROSA: Thank you.

Any further Comm ssioners?

kay, so seeing none, so | amgoing to | ook to
staff on this. | would like to defer this item
Do | need to take a formal vote on this?

M5. Cl BULA: Not for a deferral.
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1 CHAI RMAN LA ROSA: Ckay. So | amgoing to
2 offer a deferral. Just for the record, | don't see
3 any opposition. | think the cooments are public,
4 and request that we do have a formal workshop in
5 t he sense that Conm ssioners are present, and we
6 can flesh out sonme of our thoughts and questions in
7 nore detail. So thank you.
8 MR. REHW NKEL: Thank you.
9 CHAI RVAN LA ROSA:  No, thank you.
10 And | do really appreciate staff's tinme and
11 energy on this, and it's certainly presented well,
12 and | understand that there is kind of a | ot of
13 nmoving parts within it, so thank you.
14 (Agenda i tem concl uded.)
15
16
17
18
19
20
21
22
23
24
25
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 01                   P R O C E E D I N G S

 02            CHAIRMAN LA ROSA:  Okay.  We will move to Item

 03       No. 2.  We will let folks get set and settled here

 04       for a few seconds.

 05            Ms. Sapoznikoff, if you are ready, we are

 06       ready for you.

 07            MS. SAPOZNIKOFF:  Thank you.

 08            Good morning, Mr. Chairman, and Commissioners.

 09       I am Susan Sapoznikoff with the Office of General

 10       Counsel.

 11            Item 2 is staff's recommendation providing

 12       amendment of Florida Administrative Code Rule

 13       25-14.004.  The recommended amendments to the rule

 14       reflect a change in policy regarding how to

 15       calculate the total corporate income tax expense of

 16       a regulated utility, and proceedings to establish

 17       revenue requirements or to address overearnings.

 18            Currently, when the regulated utility is a

 19       subsidiary of one or more parent companies and

 20       files a consolidated return with a parent company,

 21       the rule adjusts the income tax expense of the

 22       regulated utility to reflect the income tax benefit

 23       of the parent -- excuse me -- of the parent debt

 24       that may be invested in equity of the subsidiary.

 25            Staff recommends amending the rule to
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 01       determine the income tax expense of a regulated

 02       utility using only the income of that utility

 03       regardless of any parent subsidiary relationship

 04       that may exist.  This policy it would be in accord

 05       with current national standards and other

 06       Commission practices in determining the cost of

 07       service.

 08            The recommended amendments to the rule will

 09       ensure that rates are derived from a revenue

 10       requirement that is based on tax benefits

 11       associated with the debt that is both an expense of

 12       the regulated utility and borne bring that

 13       utility's customers.

 14            Charles Rehwinkel of the Office of Public

 15       Counsel would like to address the Commission

 16       regarding the recommended amendment to the rule.

 17       Staff is available to answer any questions.

 18            Thank you.

 19            CHAIRMAN LA ROSA:  Thank you.

 20            Mr. Rehwinkel, you are recognized.

 21            MR. REHWINKEL:  Thank you, Mr. Chairman and

 22       Commissioners.  My name is Charles Rehwinkel with

 23       the Office of Public Counsel.

 24            Commissioners, in March, when we last

 25       discussed this matter, the OPC presented you with
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 01       estimates of the impact of this proposal would have

 02       on customers of Tampa Electric Company and Duke

 03       Energy Florida.  Our numbers were based on

 04       estimates derived from surveillance reports.

 05            Better information arrived on April 2nd, 2024,

 06       when both of those companies filed petitions,

 07       testimony and MFRs setting out their views of the

 08       impact of the parent debt adjustment, or PDA as I

 09       may refer to it, in their filed cases.

 10            DEF did not make an adjustment for the years

 11       2025 through 2027.  But for 2024, it calculated the

 12       PDA at $10.3 million jurisdictional retail revenue

 13       requirements.

 14            Tampa Electric calculated its PDA impact at

 15       $17.4 million revenue requirement for 2025.  And I

 16       would just like to read from the petition,

 17       paragraphs 24 and 25, that the company filed.

 18            Tampa Electric's proposed 2025 revenue

 19       increase was calculated by making the parent debt

 20       adjustment required by Rule 25-14.004, Florida

 21       Administrative Code, which reduced the company's

 22       requested 2025 revenue increase by $17,381,381.  As

 23       of the filing of this petition, the Commission was

 24       considering an amendment to Rule 25-14.004 that

 25       would eliminate the required parent debt
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 01       adjustment.  If the proposed amendment is adopted

 02       while this proceeding is pending, Tampa Electric

 03       requests that the income tax expense used to

 04       calculate its proposed 2025 base rate increase be

 05       calculated in accordance with Rule 25-14.004 as

 06       amended, and without a parent debt adjustment.

 07            Commissioners, as you may be aware by now, on

 08       Monday, the Public Counsel and DEF filed a motion

 09       that notified you of an agreement in principle that

 10       the OPC and others have entered into with DEF.  If

 11       approved, a comprehensive agreement will address

 12       the PDA issue within the overall context of the

 13       case in that pending DEF case, and the OPC is okay

 14       with this.

 15            On the other hand, the Tampa Electric filing

 16       speaks for itself.  The harm to customers from the

 17       proposed repeal is real, and tangible, and

 18       material.  Repeal would mean an increase of $17.4

 19       million, or $52 million out of the customers'

 20       pockets over the next three years.

 21            Commissioners, we believe there is no reason

 22       in law or logic or policy for this to occur.

 23       Accordingly, our plea to you today on behalf of the

 24       customers of Tampa Electric and other utilities is

 25       simple.  Please scrap this initiative for good.
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 01       This proposal is simply a solution looking for a

 02       problem.  And there is no problem except for high

 03       bills getting higher.  If you stood in the

 04       customers shoes today, you would see that this

 05       repeal effort would have to appear to be nothing

 06       but anti-customer.

 07            As we have noted before, the concept

 08       initially, and then the rule, has been approved by

 09       the Florida Supreme Court.  It was included in and

 10       withstood an investigation by the U.S. Treasury

 11       Department and the IRS and the U.S. Congress more

 12       than 30 years ago.

 13            This rule has passed muster time and again.

 14       It has kept telephone, electric, gas and water

 15       utility rates in Florida lower for over 40 years by

 16       hundreds of millions of dollars.

 17            You have not been presented with any tangible

 18       evidence that there is any meaningful or

 19       quantifiable offset that would make customers

 20       better off without the rule than with it.  The only

 21       evidence you have is that Florida customer rates

 22       will be higher with the repeal of this bedrock

 23       regulatory policy contained in this rule.

 24            The OPC profoundly and vehemently disagrees

 25       with the analysis that you are being presented some
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 01       30 to 40 years after the Supreme Court and federal

 02       action occurred here today.  We will not provide

 03       that argument today.  If this process goes forward,

 04       there will be a better time to explore the factual

 05       policy and legal aspects of the rules rule's

 06       underpinnings, and the basis for the staff to bring

 07       this forward at a time when DEF's and Tampa

 08       Electric's rates are already increasing.

 09            The customers ask you, please shut this down.

 10       Let's let the rule continue to benefit customers.

 11            Thank you.

 12            CHAIRMAN LA ROSA:  Commissioners, are there

 13       questions?  Questions or discussions on this item

 14       of staff and/or of OPC?

 15            Commissioner Fay, you are recognized.

 16            COMMISSIONER FAY:  Commissioner Clark, you are

 17       senior here, if you would like to go first.

 18            COMMISSIONER CLARK:  Thank you, Commissioner

 19       Fay.  I will just make a couple of observations.

 20            When we originally approached this rule back

 21       in March, I had some of the same concerns.  My

 22       biggest concern was the affects on rate.  From a

 23       rulemaking perspective, and from a ratemaking

 24       perspective, I certainly understand the need to get

 25       it right.  And I would not argue that from a
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 01       ratemaking perspective, this is probably a logical

 02       conclusion.

 03            I do have the concerns about the effects on

 04       customers right now at this particular time.  To

 05       me, this is -- this is kind of an issue of timing

 06       as much as it is anything.  But I do have a couple

 07       of questions, and I guess I will -- Mr. Cicchetti,

 08       I will ask -- direct them toward you.

 09            When it comes to effects on customers, are

 10       there -- we understood right now specifically in

 11       two of our utility cases it would most likely cause

 12       an increase.  I think that probably a couple of the

 13       utilities, it would not -- applying the rule would

 14       not have any application toward.

 15            What about water utilities?  Have we looked at

 16       any of those?  Are they going to be basically

 17       coming under the same rule?

 18            MR. CICCHETTI:  I believe Sunshine Water

 19       Services would be subject to the rule.

 20            COMMISSIONER CLARK:  Okay.

 21            MR. CICCHETTI:  But I would like to point out,

 22       at the time you are setting rates, obviously

 23       setting them at the cost of service would be more

 24       -- require more revenue than not setting them at

 25       the cost of service, but over time, that's not
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 01       true, because the goal is to keep utility within

 02       their allowed range of return.

 03            And so in the case of Tampa Electric, $52

 04       million over three years, at the end of three

 05       years, that's $52 million that they didn't collect

 06       that would probably push them out of the allowed

 07       range of return.

 08            So what's going to result is not only are you

 09       not setting rates at the cost of service, but you

 10       are requiring the utility to come in more often to

 11       keep them in the range.  So over time, in order to

 12       keep them in the range, you are just going to have

 13       to have more rate cases to achieve the same goal.

 14       So the customers really aren't saving money over

 15       time.

 16            COMMISSIONER CLARK:  Are there --

 17            MS. CIBULA:  And I would like to just jump in

 18       -- Samantha here -- to point out that OPC mentioned

 19       the existing rate cases.  It's legal staff's

 20       position that this would not apply to the existing

 21       rate cases pending before us at this time, because

 22       the rule is not in effect.  So this would only

 23       affect future rate cases after the rule goes into

 24       effect.  So I just wanted to make that clear.

 25            COMMISSIONER CLARK:  So they would be bound
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 01       for the entire term of the agreement to the rule as

 02       it was written when they filed the case, is that

 03       what you are saying?

 04            MS. CIBULA:  The Commission's decision would

 05       be bound by the -- when the petition was filed and

 06       the rule that was in effect at that time.  And so

 07       this would only apply to future petitions, because

 08       the rule is not in effect at this point.  So the

 09       existing rule would apply right to those rate

 10       cases.

 11            MR. HETRICK:  Commissioner Clark, the answer

 12       to your question is yes.

 13            COMMISSIONER CLARK:  Thank you.

 14            Okay.  I guess that -- are there any cases

 15       where, Mr. Cicchetti, that this would actually

 16       decrease customers rates?  Are there any instances

 17       or -- I realize this has to do with debt and

 18       interest expense associated with debt.  But are

 19       there any reverse scenarios that could occur where

 20       actual rates could go down as a result of this

 21       rule?

 22            MR. CICCHETTI:  Not that I am aware of.  But

 23       again, over time, it's not going to save customers

 24       money, because you will have too have more frequent

 25       rate cases in order to keep the utility in its
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 01       authorized range of return.  And the rule is based

 02       on a flawed and discredited premise that the

 03       allowed return on equity is a function of the cost

 04       of the source of funds; when, in reality, the

 05       required return on equity is a function of the risk

 06       that the capital is exposed to.

 07            For example, if you took out a second mortgage

 08       on your home to invest in a risky venture, your

 09       required and expected return on that risky venture

 10       would be commensurate with the risk of that

 11       investment.  And if someone told you, well, we are

 12       going to limit your return to the cost of your

 13       second mortgage because that's the cost of the

 14       source of the funds, that would be wrong and

 15       contrary to financial theory.  And that's what

 16       underpins this parent debt rule.

 17            And we know that, because that's what Public

 18       Counsel said at the March 5th Agenda.  Public

 19       Counsel said, and I quote:  The parent debt rule is

 20       not really based on an income tax issue.  It is a

 21       protection from affiliate transportation abuse

 22       transaction abuse.  It keeps customers forced to

 23       subsidize the parent's income tax expenses by

 24       having to pay a taxable equity return on the amount

 25       of debt that makes up the parent and grandparent
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 01       investment in the equity recorded on the regulated

 02       subsidiary's books.

 03            So they are saying they are fine if the parent

 04       company issues stock in order to invest in the

 05       equity of the utility, but if they issue stock and

 06       debt, then the allowed return on equity should be

 07       reduced because the debt is less expensive.  And

 08       that whole theory has been discredited.

 09            COMMISSIONER CLARK:  Are there any other

 10       advantages to us taking this rule -- or accepting

 11       this rule right now, I mean, other than, quote,

 12       getting it right?  And I realized that's the goal

 13       here.  And I certainly support the concept and the

 14       idea of making sure that the ratemaking process is

 15       done correctly.  But is there any other real

 16       advantage to us supporting the passing this rule

 17       amendment other than it just gets rate setting

 18       right, even though it does have initially a

 19       negative impact on customers?

 20            MR. CICCHETTI:  Yes, there are -- there are

 21       advantages, because the rule provides a perverse

 22       incentive, as Public Counsel claimed, that the

 23       issuing debt at the parent level to invest in the

 24       utility is affiliate transaction abuse, it's not.

 25       There can be times when it's vital to the public
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 01       interest for the parents company to invest -- to

 02       issue debt in invest in the utility.

 03            For example, if some utilities were building

 04       nuclear to provide a carbon free generation to

 05       support all the other generation being renewable

 06       and they ran into problems, we would hope that the

 07       parent company could issue debt to invest in the

 08       equity of the utility.  That would be in the public

 09       interest.  Or if, God forbid, there was a nuclear

 10       accident, and the utility was having financial

 11       problems, if the parent company issued debt to

 12       invest in the utility's equity, that would be

 13       penalized under the parent debt rule.

 14            And so these utilities have gotten much larger

 15       than they were when this rule was passed, so the

 16       parent debt effects of the rule are becoming

 17       larger.  And so I would suggest that, going

 18       forward, it would be in customers' best interest to

 19       not penalize parent companies for investing debt in

 20       the utility's equity when that is necessary.

 21            MR. REHWINKEL:  Mr. Chairman?

 22            CHAIRMAN LA ROSA:  Yes, you are recognized.

 23            MR. REHWINKEL:  Yeah, just since my comments

 24       have been banded about, I just wanted to say I am

 25       going to stick to my commitment not to debate the
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 01       rule here.  If this goes forward, obviously, we

 02       will ask for a hearing, and obviously, we will

 03       present evidence at that hearing.  So I am not

 04       going to get into addressing that.  I have serious

 05       disagreements with what's been said already.

 06            And I will say, despite what your legal staff

 07       has said, Tampa Electric has said that they want

 08       rates to be higher if the rule is repealed.  And

 09       whether your staff is legally right, or the company

 10       is legally right, and how the Supreme Court would

 11       see it if you disregarded what they asked for, I

 12       don't know.  Can't speculate.  But we don't think

 13       the risk is worth it.

 14            Thank you.

 15            CHAIRMAN LA ROSA:  Understood.

 16            Commissioner Clark.

 17            COMMISSIONER CLARK:  Two more quick questions,

 18       and I guess I will direct this to Ms. Cibula in

 19       terms of the proposed, or potential proposed

 20       agreement that OPC and Duke have reached.

 21            Are there -- can there be contemplations in

 22       this agreement that would take this item into

 23       consideration in the terms of the agreement that

 24       would allow them to carry it forward even though

 25       it's not technically allowed under the rule?  Does
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 01       that make any sense whatsoever?

 02            MS. CIBULA:  I am not really sure the answer

 03       to that question right now because I don't know

 04       what the agreement looks like, but --

 05            COMMISSIONER CLARK:  Right, and sometimes

 06       we --

 07            MS. CIBULA:  -- in -- I guess there are --

 08       people can agree to stuff in settlement agreements

 09       that might be outside of what the rule

 10       contemplates.  As long as it's within our

 11       jurisdiction, we could make determinations on that.

 12       So I can't really comment object what --

 13            COMMISSIONER CLARK:  Okay.

 14            MS. CIBULA:  -- you know, what's going to be

 15       in this agreement and what the Commission's

 16       position would be on that.

 17            COMMISSIONER CLARK:  That might have been too

 18       much of a loaded question.

 19            So and the second part, addressing Mr.

 20       Rehwinkel's observation there, if we approve this

 21       proposal, the next step in the process would be the

 22       hearing.  And at that point in time, the Commission

 23       would have the right to weigh in, and before the

 24       final rule is adopted, we would have some

 25       opportunities, or are we proposing a final rule
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 01       here?  Help me with the question.

 02            MS. CIBULA:  Yeah.  We will proposal a rule,

 03       and then affected persons have 21 days to request a

 04       rule hearing in front of the Commission.  And at

 05       the rule hearing, the subject matter of that

 06       hearing is whether we should make changes to the

 07       rule based on evidence that is presented at the

 08       hearing.

 09            So the rule is a final proposed rule by the

 10       Commission.  And then someone has to come in with

 11       evidence to say this is why we want to make a

 12       change to the rule.  And then the Commissioners

 13       will decide whether or not to make changes to the

 14       rule based on the record evidence from the rule

 15       hearing.

 16            COMMISSIONER CLARK:  That kind of gives us a

 17       little more time to look into and dive into this a

 18       little bit deeper, based on the evidence presented.

 19            MS. CIBULA:  Correct.

 20            COMMISSIONER CLARK:  Thank you, Mr. Chairman.

 21            CHAIRMAN LA ROSA:  Commissioner Fay, you are

 22       recognized.

 23            COMMISSIONER FAY:  Thank you, Mr. Chairman.

 24            Commissioner Clark actually touched on some of

 25       my questions.  I mean, it does appear to me, based
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 01       on what Mr. Cicchetti is saying, that this is very

 02       much a timing issue, and some component of this is

 03       paid at one time or another.

 04            I will say that I -- I -- you know I am not

 05       necessarily persuaded by this idea that everybody

 06       else is doing it, so FERC and all these other

 07       commissions have changed structure, I am not sure I

 08       find that persuasive in itself.  But it does appear

 09       that the gap of these adjustments is getting bigger

 10       and bigger as the spin gets bigger and bigger, and

 11       so I think that probably does call for some review.

 12       And I think this addresses that to a certain

 13       extent, in that the costs will likely align better

 14       with what they actually are in these scenarios.

 15            So I think OPC has stated that they are

 16       looking forward to the next process of this, and

 17       will engage at that level, and I think that is

 18       appropriate in rulemaking.  I think that's the

 19       nature of the beast.

 20            And I really do think this is unique in the

 21       way that it does really touch on every utility, so

 22       water, electric, gas, and it's -- a lot of times

 23       with this rulemaking, we see these sections and

 24       they speak to just one industry.

 25            I asked the same question Commissioner Clark
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 01       asked in a briefing, we look at the larger

 02       utilities, and those are what were brought up

 03       today, but what about a parent subsidiary water,

 04       what does this mean for them?  How does this impact

 05       them?  And could it potentially have a negative

 06       effect on what they would do, or how it would

 07       impact those customers?  So I think those are all

 08       fair questions, and we should, you know, take this

 09       decision very seriously.

 10            With all of is that said, I am comfortable

 11       with the rule change as proposed.  And I think that

 12       it does address some of the issues that I found

 13       viable.  And I can see where OPC is coming from

 14       from a consumer protection angle.  So when I looked

 15       through the precedent and the legal components that

 16       apply to this, I don't have any heartburn as far as

 17       the change, but I do want to be clear that that's

 18       not based on the idea that, you know, everybody

 19       else is doing it.  It's based on the principles

 20       that are built into this, that the adjustment will

 21       align better with what the cost spend is for these

 22       components, and then the need for adjustment down

 23       the road would cause less of a, maybe a jolt at

 24       that time when the adjustment would need to be

 25       trued up in some format.
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 01            So with that, Mr. Chairman, I do support the

 02       recommendation in front of me.  I am prepared to

 03       make a motion on it, but if anybody else -- any of

 04       my colleagues want to weigh in, I am happy to wait.

 05            CHAIRMAN LA ROSA:  I am going to go back to

 06       Mr. Rehwinkel, I see his light on indicating, so --

 07            MR. REHWINKEL:  Thank you, Mr. Chairman.

 08            And I would have -- put a simple request to

 09       the Commission if you decide to go forward and have

 10       a hearing, is it would be our request -- as you

 11       know we are embroiled in two major rate cases at

 12       this time.  If we go to a hearing, you have heard a

 13       lot of serious assertions about regulatory policy.

 14       We would certainly like to be able to put on a

 15       hearing and have plenty of time to do it, to bring

 16       an expert, for example, to do that.

 17            So I would just ask that this not be rushed

 18       into, you know, as fast as it can be done.  I would

 19       just ask that if you go forward, that we be given

 20       adequate time to be -- this issue is so big.  It

 21       has been around for so long.  It should be taken

 22       seriously if there is a hearing.

 23            Thank you.

 24            CHAIRMAN LA ROSA:  Thank you.  I don't

 25       disagree with the intent of that, that this, you
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 01       know, if considered, needs to be considered deeply,

 02       and the timing is key.  I think, you know, both my

 03       colleagues mentioned that not just in the timing of

 04       what's happening, but within the PSC, and what we

 05       are considering, and what's before us, but also

 06       what's happening in the world and in the economy

 07       here in the state.

 08            I want to throw a question back to staff.

 09       What would -- would anything preclude us to have a

 10       more in-depth presentation, or maybe, you know,

 11       digging deeper to understand kind of what the gap

 12       is, and the utilities that would be affected, and

 13       how, I guess how deep they would be affected before

 14       we took a vote on this?

 15            And I guess what I am saying is would there be

 16       any -- would it make sense for us to defer -- would

 17       there be an advantage, is a better way stating

 18       that, would there be an advantage for us to defer

 19       this and have staff present to us maybe kind of

 20       what some of the questions that we've had already

 21       today?

 22            MS. CIBULA:  Well, the advantage would be it

 23       would be more like a rule workshop.  So it would be

 24       getting the information before you make your

 25       decision to propose.  Because once you propose,
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 01       that is your -- the rule that you proposed.  And

 02       the hearing that comes after the proposal is just

 03       weather to make changes to that rule based on

 04       evidence that -- as deduced from the hearing.

 05            And you can have different types of hearings.

 06       You can have just a rule hearing like we have done

 07       in the past couple of years.  But there is also the

 08       option to have a 120.569 hearing as well, which is

 09       more in-depth, which we haven't done that in, like,

 10       20 years, but that is an option for the rule

 11       hearing portion of it.

 12            But the advantage would be, to defer it now,

 13       would be it would be more like a workshop, or more

 14       informal to gather the information to make a

 15       decision as to what rule you want to propose now.

 16       So it's just more like information gathering

 17       compared to you have made a decision on what rule

 18       you want to propose, and then it becomes more

 19       limited for the hearing process to just whether or

 20       not to make changes to the rule that you proposed.

 21            CHAIRMAN LA ROSA:  Okay.  If we didn't approve

 22       this item today, what would, in fact, happen?

 23       Would there anything -- would there be anything

 24       stopping us from bringing this item up, or a

 25       similar item to a rule change later down the road?
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 01            MS. CIBULA:  No, there wouldn't be a limit to

 02       that.  And we -- I guess we could decide whether we

 03       wanted to have another workshop, or whether we want

 04       to do something more informal, like maybe send out

 05       some sort of written ask -- you know, asking about

 06       written comments, or staff, itself, could do some

 07       sort of informal investigation to see what affect

 08       the rule would have based on what questions the

 09       Commissioners have.

 10            CHAIRMAN LA ROSA:  Okay.  Commissioners, any

 11       other thoughts?

 12            Commissioner Clark, you are recognized.

 13            COMMISSIONER CLARK:  I would just kind of add

 14       on to where you at, it seems like where you are at,

 15       Mr. Chairman, is extending this a little bit.

 16       Giving us some time to do a little more analysis.

 17            And I appreciate staff's work on this.  Y'all

 18       have done a tremendous job.  And I know you have

 19       been working on it for quite a long time.  But if

 20       we did have an opportunity to do a workshop,

 21       specifically my interest is in exactly the

 22       potential effect on the customers.

 23            Mr. Rehwinkel gave us some numbers, I know

 24       staff had asked -- has asked -- has been asked

 25       about some potential numbers related to the
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 01       utilities, exactly it's going to cost the customers

 02       on a monthly basis.  I mean, that's what it boils

 03       down for me, is how is this going to affect the

 04       consumer.

 05            But getting some samples from the different

 06       affected utilities, I am really interested -- and I

 07       am glad you mentioned there is only one water

 08       company that's potentially affected.  But I would

 09       certainly like to see some of the potential numbers

 10       from some of the water companies that are going to

 11       be affected on how this will affect their

 12       consumers.

 13            You know, we deal a lot with electric rates,

 14       but water -- water regulation is just as important,

 15       and those customers deserve to have the same type

 16       of protections that all of our other customers do.

 17       So I want to make sure that we are evaluating that

 18       very closely.

 19            But if we have that workshop, and we agree

 20       that we do want to go forward and then move into, I

 21       certainly would support a hearing.  I am not

 22       familiar with the extended hearing, deeper hearing.

 23       But whatever is necessary, I think that that

 24       certainly would be an opportune time.  If we had a

 25       workshop and then -- and looked at the proposed
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 01       rule, and then went into the hearing, I think that

 02       also gets us beyond the two rate cases that we are

 03       currently in right now.  We will have some more of

 04       an idea on what final rates are going to look like

 05       for both of those utilities at that time.  And that

 06       might give us a little bit more lead way into

 07       making a final decision on the rule, Mr. Chairman,

 08       just my suggestion.

 09            CHAIRMAN LA ROSA:  Thank you.  And I will

 10       clarify, and that is -- I am asking those questions

 11       because that is -- I am curious, and that is kind

 12       of where I am leaning.  I mean, my biggest concerns

 13       are customer impact and the impact of future rate

 14       cases.  So in a similar manner, I appreciate a more

 15       informal process in the sense of considering

 16       everything that's before us now.

 17            And I know that there is not necessarily a

 18       statutory timeline as far as what happens after

 19       today if this was approved.  But I think that gives

 20       us a little bit more to chew on and can, frankly,

 21       maybe answer better questions.

 22            That's where I am leaning today, but I don't

 23       want to close out the item.

 24            Commissioner Fay, you recognized.

 25            COMMISSIONER FAY:  Thank you, Mr. Chairman.
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 01            I will just say that I understand sort of the

 02       impact numbers, and maybe looking at this more

 03       based on the theory and the discussion of how this

 04       would be applied one way or another.  I feel that I

 05       am comfortable with my understanding of it and my

 06       position of it.

 07            With that said, I absolutely respect my

 08       colleagues as Commissioners.  And anytime somebody

 09       would like more time to work on something to make

 10       sure we get it right, especially when it impacts

 11       all across sectors of a utility rule, then I

 12       absolutely respect that and would support that

 13       deferral.

 14            And I am open to looking at that record and

 15       everything that's proposed, which may influence my

 16       decision.  At the end of the day, I am not

 17       foreclosing that information.  I just am

 18       comfortable at this time moving forward, but

 19       respect the process that might give more

 20       information to everybody.

 21            CHAIRMAN LA ROSA:  Thank you.

 22            Commissioner Passidomo.

 23            COMMISSIONER PASSIDOMO:  Thank you, Mr.

 24       Chairman.

 25            I had just a few brief comments.  Mostly
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 01       echoing Commissioner Fay.  I wanted to make it

 02       clear that I was also -- felt more prepared to

 03       push, you know, I -- I -- the way I looked at this

 04       was, again, it was not from the perspective of

 05       following, you know, the status quo of other states

 06       or FERC.  It was more about, you know, when we move

 07       into the next round of rate cases that we are

 08       working with the most up-to-date and true data.

 09            So it seems like, you know, why we are here is

 10       basically on that premise of the regulatory

 11       compact, meaning that, like, the utilities are

 12       afforded an opportunity to earn a fair return on

 13       their investments commensurate with the risk of

 14       investing in the utility.  And if we are not

 15       working with the adequate -- the accurate data with

 16       that, it would distort those numbers.

 17            I absolutely agree and am okay with moving

 18       into maybe a more -- like, into a Commission

 19       workshop instead of, like, the previous staff

 20       workshops that have been going on if we have a

 21       formal Commission workshop, where one or more of us

 22       is present.

 23            The thing that I would kind of want to look at

 24       is when we say in the staff rec, it's been kind of

 25       reiterated several times about lessening the
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 01       frequency of rate cases.  I am obviously in favor

 02       of that.  I think customers would be in favor of

 03       that.  There is a lot of expense that goes into it.

 04       Rate certainty is really important.

 05            So if we can find a way to be able to have

 06       some concrete numbers than just the should lessen

 07       the frequency.  If there is a way that we could

 08       actually compute that and, you know, figure out,

 09       okay, well, what would be the difference between

 10       sticking with the current rule and moving forward

 11       with this proposed rule, then what that would --

 12       how that would actually -- if there is a way to

 13       compare those two.  I know that might be kind of

 14       difficult to work through, but looking at how the

 15       difference how other states, when they made that

 16       switch, something like that.  That's something that

 17       I would be interested in if we move forward with a

 18       Commission workshop.

 19            Thank you.

 20            CHAIRMAN LA ROSA:  Thank you.

 21            Any further Commissioners?

 22            Okay, so seeing none, so I am going to look to

 23       staff on this.  I would like to defer this item.

 24       Do I need to take a formal vote on this?

 25            MS. CIBULA:  Not for a deferral.
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 01            CHAIRMAN LA ROSA:  Okay.  So I am going to

 02       offer a deferral.  Just for the record, I don't see

 03       any opposition.  I think the comments are public,

 04       and request that we do have a formal workshop in

 05       the sense that Commissioners are present, and we

 06       can flesh out some of our thoughts and questions in

 07       more detail.  So thank you.

 08            MR. REHWINKEL:  Thank you.

 09            CHAIRMAN LA ROSA:  No, thank you.

 10            And I do really appreciate staff's time and

 11       energy on this, and it's certainly presented well,

 12       and I understand that there is kind of a lot of

 13       moving parts within it, so thank you.

 14            (Agenda item concluded.)
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