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PROCEEDI NGS

CHAl RMVAN LA ROSA:  All right. Today's is
still Decenmber 3rd. This is our Special Agenda
Conference. Let's go ahead and start with Ms. Buys
for a quick introduction.

M5. BUYS. (Good norning, Conm ssioners. | am
Penel ope Buys with Comm ssion staff.

Today's Special Agenda is to address the
petition filed on April 2nd, 2024, by Tanpa
El ectri c Conpany seeking Comm ssion approval of a
base rate increase. This reconmendation al so
addresses additional dockets related to
depreci ation and generation based rate adjustnments
many.

TECO is an investor-owned electric utility
provi ding service to approxi mately 844, 000
custoners in Hillsborough and portions of PolKk,
Pasco and Pinellas Counties. TECO s |ast base rate
hearing was in 2021. |In that proceeding, the
Commi ssi on approved an unani nous settl enent
agr eenent .

Two virtual customer service hearings were
hel d on June 10th and 11th, 2024, and one i n-person
service hearing was held in Tanpa on June 13th,

2024. A total of 53 custoners testified at the
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1 service hearings. An admnistrative evidentiary

2 heari ng was hel d August 26th through 30th, 2024.

3 Staff has prepared a suggested voting bl ock

4 chart to address the revenue requirenent issues in
5 this docket. The subsequent issues, |ssues 78

6 t hrough 82, 93 and 117, w Il be brought before the
7 Comm ssion at the Decenber 19th, 2024 Speci al

8 Agenda.

9 This is a post-hearing discussion with

10 participation [imted to Comm ssioners and staff.
11 Staff provided an oral nodification which

12 provides clarification, corrects typographical

13 errors and does not change the overall staff

14 recomrendat i on.

15 Staff is avail able for questions.

16 Thank you.

17 CHAl RVAN LA RCSA: Thank you, Ms. Buys.

18 Conmi ssi oners, so before us we should have

19 basically called a block schedule, right, of
20 I ndi vi dual bl ocks with issues within each one.
21 Everyone has that, are confortable with that.
22 So what | would like to do is go kind of block
23 by bl ock, Block 1, 2, 3 and thereon, and we w ||
24 tal k about an issue if you want to pull an issue
25 out of it and discuss it, or nake alterations, or
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1 what ever the, you know, we decided to do, if we are

2 okay with that, right? So we will go block by

3 bl ock if good.

4 So let's go ahead and start off with Bl ock No.

5 1, which is Issues 1, 2 and 3. Conm ssioners, is

6 there di scussions on any of those issues?

7 COW SSI ONER CLARK: M. Chai r man.

8 CHAI RVAN LA ROSA:  Sir, you are recogni zed.

9 COW SSI ONER CLARK:  Yes, sir. | just wanted
10 to -- one of the issues in Block 1 that | have sone
11 concern with is Issue No. 2 in ternms of the
12 weat heri zati on.

13 | read the recommendations. | reflected back
14 on the testinony, and | just had sonme, | guess,

15 di sagreenent with changing to a 10-year. | know
16 TECO has typically used a 20-year weat her

17 normal i zation forecast. | tend to agree with that.
18 | just did not find conpelling the argunents that
19 climate change was warranting swtching to a

20 10-year forecasting nethodology. And I would just
21 advocate that we |l ook at leaving it at the

22 20-year -- the 20-year forecast, M. Chairman.

23 CHAl RMAN LA ROSA:  Thank you, Conmi ssi oner.
24 And I will just kind of add to that comment
25 that | agree whol eheartedly. | agree with how

premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

staff, you know, initially kind of framed it with
usi ng sone of the out-of-nodel adjustments, but
agree with you that for us to nake a nove |ike
that, it needs to be a pretty high threshold, and I
don't know that this record ultinately neets that.
So | would agree with you in that change.

Is there any further discussion on |Issue 2
specifically that Comm ssioner C ark has brought
out ?

COW SSI ONER CLARK: Do you want to take a
noti on on the block as a whole, M. --

CHAI RMAN LA RCSA:  Yeah, if so, let's go ahead
and take a block -- take a notion on the block as a
whol e, and assuming | amwant to hear an
adj ust nents i ssue too.

COW SSI ONER CLARK:  Yes. | woul d nove
approval of staff reconmmendation on Block 1 with
t he exception noted that the 10-year forecast be
changed to 20.

CHAIRMAN LA RCSA: Is -- | amgoing to |look to
staff. |Is that adequate the way that notion has
been | aid out?

MR. MARQUEZ: | believe so. | just wanted to
make sure | know that two Conm ssioners have

expressed not wanting to adopt staff's
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recommendation. |Is there a third, just so that we
have --

CHAl RVAN LA ROSA:  Well, we will find out here

real soon if thereis a third, right? 1 think so.
kay. On, excellent. | amsorry, | had ny head
down.

So | guess | wll go back to staff. W are
good to nove?
Al'l right. So hearing a notion on Block 1,
| ssues 1, 2 and 3, is there a second?
COW SSI ONER GRAHAM  Second.
CHAl RVAN LA ROSA:  All right. Hearing a
notion, and hearing a second.
Al'l those in favor signify by saying yay.
(Chorus of yays.)
CHAI RMAN LA ROSA:  Yay.
Opposed no?
Show that Bl ock 1 passes as nodifi ed.
Conmmi ssi oner Fay, you are recogni zed.
COW SSI ONER FAY: | apol ogi ze, M. Chairnman.
| don't want to interrupt.
On the first block, | wanted for clarity
pur poses, | support the notion as presented. |
t hought that 10 was nore favorable, but | think at

a 20-year, it doesn't negate our ability to provide
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1 an accurate or relevant forecast. So | don't

2 object to what was proposed, but with that said, |
3 t hought the 10-year was nore appropri ate.

4 Thank you.

5 CHAI RMAN LA RCSA:  Thank you

6 Okay. Let's nove to Block No. 2, which only
7 has a single issue, Issue 4, which is quality of
8 servi ce.

9 Conmmi ssi oners, any di scussions or thoughts on
10 this block, Block 2?

11 COW SSI ONER CLARK: Move to approve staff
12 recommendati on on Bl ock 2, M. Chairnan.

13 COW SSI ONER GRAHAM  Second.

14 CHAI RMAN LA RCSA: Hearing a notion, and

15 heari ng a second.

16 Al those in favor signify by saying yay.

17 (Chorus of yays.)

18 CHAI RVAN LA RCSA:  Yay.

19 Opposed no?
20 Show t hat Bl ock 2, Issue 4, passes as
21 recommended.
22 All right. So let's now nove to Bl ock 3,
23 which is Issues 5, 6, 7, 8 9, 10, 11 and 12. So
24 | ssues 5 through 12, Conm ssioners, is there
25 di scussion on this bl ock?
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1 Seei ng none.

2 COW SSI ONER CLARK:  Move to approve staff

3 recommendation on all itens in Block 3, M.

4 Chai r man.

5 COW SSI ONER GRAHAM  Second.

6 CHAl RVAN LA ROCSA: Hearing a notion, and

7 hearing a second.

8 All those in favor signify by saying yay.

9 (Chorus of yays.)

10 CHAI RVAN LA ROSA:  Yay.

11 Opposed no?

12 Show that issues in Block 3 pass as

13 r econmended.

14 Al'l right. Next up is Block 4, which is

15 | ssues 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23,
16 24, 25, 26, 27, 28, 29, 30, 31, 32. | apologize
17 for reading themall out realizing that it's Itens
18 13 t hrough 32.

19 Is there questions? |Is there questions?

20 Commi ssi oner Graham you are recogni zed.

21 COW SSI ONER GRAHAM  Thank you, M. Chairman.
22 | think this is going to be ny inner mlitary
23 brat com ng out here. |Issue No. 22, the one on

24 MacDi Il Air Force Base. | find it difficult

25 sonetimes when ny mlitary asks nme for things and |
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1 tell themno, so | started digging a little deeper
2 into this.

3 Staff, walk ne through this issue.

4 CHAI RMAN LA RCSA:  Staff, you are recognized
5 when you are ready.

6 MR. DAVIS: Ckay. This issue involves

7 providing four RICE engines to operate on the

8 MacDi Il Air Force Base. The operation for MacD ||
9 will only take place in case of a national

10 energency, sonething like 9/11. Oher than that,
11 the i nprovenents woul d serve the ratepayers.

12 And basically our recomendation is there

13 really isn't a need for -- there is no reliability
14 need for this facility. There is awesone

15 operational benefits, but really no reliability

16 needs, so that's why we did not recommend going

17 forward wwth this project.

18 COW SSI ONER GRAHAM My issue with this one
19 was | did see that there was sone operational
20 benefits to this. Looking at several things us.
21 Nunber one, |ooking at the peninsula that the
22 mlitary base is located on, | think it gives a | ot
23 of benefits to that |location wise. | think it
24 gi ves benefits to all of TECO s area that --
25 because if you |look at the other two power plants
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that they have, they are located over, we will call
it nmore on the mainland, than out on this

Peni nsul a. And nmaybe to this date they haven't had
any problens, but | see that nmay be problematic,
and so there is a benefit to all the ratepayers

t here.

The mlitary is asking for this specifically
for when there is a tine of energency. W are not
tal ki ng about a whole | ot of negawatts here. |
bel i eve there was sonething |ike 40 negawatts.

MR. DAVIS: Yes, Comm ssioner, let's see
37 megawatts.

COW SSI ONER GRAHAM  37. | was close. And
t hese being the reciprocating internal conbustion
engi nes, which |I think work very well -- the staff
nmentions here tal king about the solar panels, and
the nore and nore solar panels we put out there.
You know, on those cloudy days, when all of a
sudden there is no juice com ng through those sol ar
panels, that's instantaneous -- that's nore
I nst ant aneous power com ng to when you need it
where you need it. And the cost-effectiveness of
this, | think it's pretty awesone.

The only pushback, and | get where staff is

comng from |If you ook at their reserve margin,
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11

1 | nean, they have plenty of reserve avail able, but
2 | don't think that the mlitary is asking for a | ot
3 here, and it's really not going to cost anybody any
4 noney in the long run, so that being the case, |

5 think we should step out a little bit and hel p

6 t hem

7 CHAl RMVAN LA ROSA:  Yeah, Conmi ssi oner,

8 agree. | think there is a $10 mllion benefit to
9 custonmers, if | amreading through ny notes.

10 COW SSI ONER GRAHAM  Net 10 million.

11 CHAl RVAN LA RCSA: Yeah, net $10 mllion, and
12 that was pretty well spelled out. | agree with

13 you. | think that these -- this source of energy
14 production gives us the ability to strike the

15 bal ance, and | think that's certainly inportant.

16 | amgoing to go to Comm ssioner Fay,

17 Comm ssioner Clark, if that's all right, because
18 his light is on, and then we wll cone back to

19 Commi ssi oner d arKk.

20 Conmmi ssi oner Fay, you are recogni zed.

21 COW SSI ONER FAY: Great. Thank you, M.

22 Chai r man.

23 | just -- | have got, | guess, a few guestions
24 and then a cooment on the item or maybe a few

25 comments on the item
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First, let me just, | guess, fully understand
the CPVRR. So the anal ysis that was presented
essentially provides 10 mllion and the net gain of
a CPVRR, and your analysis excludes essentially
three energy storage projects, and then all the
ot her solar projects that are presented that woul d
be in place before the in-service dated of this
actual generation, correct?

MR. DAVIS: Yes, correct.

COW SSI ONER FAY: kay. Did you do a further
analysis on if those projects were included into
t hat CPVRR, what that nunber woul d be?

MR. DAVIS: No, we did not.

MR ELLIS: In the sense we do not have in the
record an alternative CPVRR anal ysis, with
addi ti onal resources beyond those included in their
initial review, which includes sone of the solar,
sone of the energy storage and sone ot her fossil
generation as well.

COW SSI ONER FAY: kay. So that -- | guess
to that point, it's alittle bit unknown. | nean,
it's probably in the same sort of range dependi ng
on up and down what would fluctuate, but the
recommendation it just essentially stating because

t hose conmponents aren't in the calculation, it's an
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unknown, is that fair to say? You are not saying
the CPVRR is invalid, or in the red, or anything.
You are just saying essentially we don't know.

MR DAVIS: Correct. Yeah.

COW SSI ONER FAY: Ckay. Al right. And then
On the actual benefits of the project itself. So

the recommendati on di scusses sone of TECO s points

as to what benefits would apply. If -- and I, you
know, | grew up in Tanpa. | amwell aware of the
area. | amthinking of where this base is |ocated.

| would presune that in sone version of
restoration, depending on what occurred, if -- you
had nmentioned, |like, a severe event. | guess it
could be a nunmber of things, either physical or
cyber related, that conponent, for restoration
pur poses, would arguably be one of the top
priorities for that entire area if power went down,
correct? |Is that fair to say?

MR DAVIS: Yes.

COW SSI ONER FAY: kay. And so | would
presune that the resources for restoration purposes
under -- without this project, |ike as of today,
woul d go there first, at |east sone position of the
resources would go there first.

If this generation was available to the base,
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14

1 | presune those resources would then be able to be
2 utilized for areas around that base, in other

3 wor ds, residential, business and custonmers. |Is

4 that a fair presunption? | nean, we don't know

5 what -- exactly how many resources, and where they
6 woul d all be, but they at |east wouldn't be sort of
7 mandat ed or necessitated to go there first?

8 MR. DAVIS: Yes, sir. That's correct.

9 COW SSI ONER FAY: Okay. Yeah, this -- |

10 nmean, this is a really tough decision. | can see
11 the limtations based on that CPVRR. | recognize
12 that there is -- as Conmm ssioner G aham said, there
13 is absolutely sonme value. | nean, we are -- it's a
14 sort of, you know, tough dilemma in that there are
15 sone cl ear benefits and, you know, | just think

16 when | read through this -- | actually pulled one
17 of the sentences out of the recommendati on which
18 to be honest with you, has caused ne to have -- to
19 literally have troubl e sl eeping.

20 It says: The STR Project is |located ON

21 MacDi || Air Force Base, which agreed to | ease the
22 | and at no cost to TECO i n exchange for the

23 provi sion of electrical service due to a validated
24 threat against the Air Force Base.

25 I think this is one of those projects where,
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you know, if we had a clear CPVRR in the red, and
we knew exactly what that | ooked Iike, we would be
inclined to deny that.

| think, Conm ssioners, we need to give
serious consideration to the significance of this
project, and what's presented, and recogni ze t hat
maybe that conponent that's unknown coul d be
out wei ghed by the benefits of this area. So | am
| i ke Conm ssioner Graham going to support this,
and | hope it's given serious consideration to be
included in this rate case.

Thank you.

CHAI RMAN LA ROSA:  Conmi ssi oner C ark.

COW SSI ONER CLARK: | just -- | think there
has been an anpl e anount said about the project. |
do also believe that it's extrenely beneficial for
our national security efforts.

| see it as a reliability enhancenent as well.
| don't -- | amnot sure how we can determ ne that
it's not really needed for reliability. | think
there is certainly reliability inplications that we
can draw of f of what's goi ng happen here.
Especially -- and Conm ssioner Fay's point, what's
going to happen to the grid. | don't know how

TECO s systemis set up, by my assunption is that
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they are able to isolate MacDi |l fromthe rest of
the grid, and be able to feed just that portion.
Froma security perspective, it would nake sense to
ne to do it that way, but that all of these
resources be allocated to one of the nost -- one of
the nost strategic command centers in the United
States of Arerica is |ocated at this location. |
don't think I amgiving away any national security
Information here, but | certainly see that as an

I nportant part of what we are doing, and it's part
of our responsibility as well, M. Chairman.

fully support the item

CHAI RMAN LA RCSA:  Thank you, Comm ssioner
C ar k.

And | will just sinply say | support the
direction that we are going with this as well.
When | | ook at the statute, you don't to kind of
rehash and say word-for-word, but when |I |ook at,
you know, enphasi zing the diverse supply of
donesti c energy, you know, resources, | think this
-- this sinply answers that question and it gives
that |evel of confort.

I will ook back to ny Comm ssioners if there
is any further thoughts on this. W are talking

specifically Issue 22. | amgoing to stop us
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before we take a notion, because | want to ki nd of
lay out a few directions, but any further thoughts
or discussions on |Issue 22 specifically?

kay. So the reason | stopped us was because
| don't want to get confused, right, | am bringing
up bl ocks. But what | need to maybe do is identify
the issues in the blocks and try to maybe ki nd of
stay in nunerical order. | want to cone back to
14, so | don't want that to be overl ooked when
| ooking at Block 4. But again, just -- we are on
22, tal king about the South Tanpa Resilience
Proj ect .

So let's pick it up kind of where we are at.
W have all, you know, had sone thoughts and
coments. |Is there a notion specifically on |Issue
22 that we would |Iike to change fromwhat staff is
r econmendi ng?

COW SSI ONER FAY: M. Chai r man.

CHAI RMAN LA ROSA:  You are recogni zed.

COW SSI ONER FAY:  If you would allow nme just
to make clear with our staff. | believe there
woul d be sone fallout for the approval of that item
t hat woul d change sonme of our nunbers, so | am
happy to include those issues in our notion, or if,

| think, nmaybe wth the appropriate adm nistrative
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authority, we could -- it sounds like the

Commi ssion is prepared to approve this. If we were
to approve it, then those adjustnents could be
made. | am happy do it either way.

MR. MARQUEZ: Conmi ssioner Fay, that woul d be
appropriated, and you can us to do that so that we
can take into account all of the adjustnents that
the Conm ssion i s making today.

COW SSI ONER FAY: kay. Geat.

So with that, M. Chairman, what | would do is
nove for the approval of the South Tanpa Resilience
Project, which is counter to staff's
recommendati on, and include adm nistrative
authority to adjust any fallout issues.

COW SSI ONER GRAHAM  Second.

CHAI RMAN LA ROCSA: Al right. Hearing and
noti on and hearing a second.

Al those in favor signify by saying yay.

(Chorus of yays.)

CHAI RVAN LA ROSA:  Yay.

Opposed no?

Show t hat |ssue 22 passes as adj ust ed.

| would like to nove to Issue 14, if we can,
in this same block. And here's where | had sone

concern, and kind of going back and forth with it.
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1 | felt like that this decision was a little

2 bit premature in the sense that it was based on

3 potential EPA rules that are not finalized, right?
4 And that sinply just kind of gave me a little bit
5 of concern to not willing to want to include it

6 wthin this case. | understand how t he grant

7 wor ks, and a lot of that noney is comng fromthe
8 federal governnment, but it felt like this was a

9 little bit premature to approve this at this point
10 in time.

11 So that's where | stand on this, but | wll

12 open it up for any further discussions or thoughts.
13 Tal ki ng about issue 14, the future environnental

14 conpl i ance recovery.

15 Comm ssi oner Fay.

16 COW SSI ONER FAY:  Thank you, M. Chairnman.

17 feel like | amtalking a lot. It maght be ny

18 Dayqui | has kicked in here, so | apol ogi ze.

19 So maybe if | could maybe just ask staff one
20 or two questions here to nake sure | understand

21 clarity of the itemitself.

22 So as proposed, we have the initial assessnent
23 t hat woul d occur at the $18.2 mllion valuation, is
24 t hat accurate?

25 M5. BUYS: That's correct.
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1 COW SSI ONER FAY:  Ckay.

2 M5. BUYS: |It's a valuation.

3 COWM SSI ONER FAY: Okay. And then the reality
4 is that if the Comm ssion were to approve that

5 conmponent -- | guess two things. One, that the

6 assessnent would show that the rest of the project
7 I's not viable. And under that circunstance, the

8 utility would no | onger nove forward, and that

9 woul d ki nd of end the allocation and the cost for
10 t hat .

11 M5. BUYS. If that's what it shows, yeah.

12 COW SSI ONER FAY: Okay. And then if it does,
13 it appears there are -- if it does showit to be
14 worth nmoving forward, it appears there are sone

15 addi tional costs that would -- that are not being
16 asked to be recovered in this rate case but are not
17 covered by the federal funds that are being

18 provided, is that --

19 M5. BUYS: That's correct.
20 COW SSI ONER FAY:  Ckay.
21 M5. BUYS.: So with that extra cost that's not
22 bei ng recovered in this rate case, if the rule
23 becones effective, they will add that on to the
24 proj ect costs and go through the ECRC
25 COW SSI ONER FAY: Ckay. And than it's ny
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understanding fromthe recomendation that --
because | presunmed with -- | nean, DOE has all

ki nds of funding that canme fromthe IRA and it's,
you know, done different things, for better or

wor se, or what ever reason, noney is just going out
constantly on a federal |evel.

So the funds itself for this project, are they
allocated already to the utility -- are they
allocated already to the utility, or is it like --
iIs it one of these processes where dependi ng on
what step in the process they are then paid for?

M5. BUYS.: | believe it's already allocated to
the utility to do this project, just for this
project. They can't use it for anything el se.

COW SSI ONER FAY: Ckay. And to that point,
as the Chairman nentioned, if we don't have
specific rules that take effect that essentially
support this type of project, | would presune that
woul d be included in the assessnent at that tine,
and either, | guess, validated or invalidated, is
that a fair sort of approach, or is the assessnent
nore what's just viable for purposes of what the
utility could do?

M5. BUYS: The assessnent is to see if they

can actually do the project. And through

premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



22

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

di scovery, we actually asked them And they said,
if the rule does not becone effective, that they
may still choose to pursue the project because
there is tax credits through the IRA that they wll
get. And essentially that will benefit the
custoners al so.

COW SSI ONER FAY: CGotcha. Gkay. So really,
the project is the conmbination of the actual grant
fundi ng and the potential tax credits that would
come with that value? And is that -- is that
apparent in the nunbers that we have before us, or
Is that a separate adjustnment on the tax credits
i ne?

M5. BUYS: | couldn't tell you what the tax
are.

COW SSI ONER FAY: Okay. Yeah, | nean, M.
Chai rman, | absol utely have sonme concerns about
this project. | nean, | -- you know, it's
interesting. Wien | first sawit, | thought, okay,
wel |, you know, it's an environnentally driven
project with a bunch of federal funding that's
bei ng spent. And then | |ooked at it, and Sierra
Cl ub opposes it.

| mean, | think there is some valid concerns

about spending 18.2 mllion on an assessnent to
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determne if the project should nove forward or
not. And that's based, as you nentioned it, M.
Chai rman, on a rule that may or may not be in

pl ace, depending on the next adm nistration.

So | have got ny concerns with it, and, you
know, I amnot sure | amgoing to be able to
support it today. But | do think it's the right
nmentality of the utilities to basically recognize
that these funds are being flowed out, and they are
going to sone utility. They are going to sone
state. They are goi ng sonewhere, and they don't
want to be left behind in at least trying to nove
forward with some of these projects. Because if
they didn't, honestly, we may criticize themfor
doi ng that.

Soit's areally tough place to be in to
decide if it's worthwhile or not. | just, one
again, seeing that certain intervenors say that
maybe this isn't worth the 18.2 mllion really nade
me rethink maybe the value of this project going
forward

Thank you.

CHAl RMAN LA ROSA:  Thank you, Conmi ssi oner.

Commi ssi oner Passidonpo Smith, you are

recogni zed.
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COW SSI ONER PASSI DOMO SM TH:  Thank you, many
M . Chai r man.

| think the second half of Comm ssioner Fay's
conments resinate a little bit nore with ne.
guess | see it alittle bit differently in the
sense that | see what he is saying -- you know,
that this noney -- this federal noney is out here.
It's -- you know, it was given out of the |IRA
Whet her these -- this EPA rule goes into effect or
not, that they still have the ability to recover
t hese costs through the IRA. They have -- and so
it's only a small margin that the Tanpa -- that the
rat epayers are going to be on the hook for.

| am a believer in carbon capture technol ogy.
I think we are going to need -- you know, that |
guess it doesn't -- you know, that's not really
even part of our purview, is |ooking at nost of the
environnmental factors. W are here as an economc
agency. But it's definitely sonething that we have
to know if they are cost-effective or not. And in
this instance, | think it is with all of the
federal noney. So | amnore in the fence of
supporting this program but w Il obviously defer
to ny col |l eagues.

CHAI RMAN LA ROCSA:  Any further questions or
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t hought s?

Conmi ssi oner Cl ark, you are recognized.

COW SSI ONER CLARK: | will just say that's an
awful |y expensive study to -- | certainly amin
favor of us doing things that going to support the
|l ong-termviability and use of natural gas. And |
think that kind of nay address why sonme of the
parties take the positions they are taking here, is
because this type of programis supportive of
continuing to use fossil fuels. And | do think
that is a significant part of where our generation
is going to cone fromin the future.

But at the same tine, we have seen carbon
capture projects across the United States in snall
scale being tried. There has been a | ot of
failures. W haven't really, to ny know edge, seen
any maj or success wth the technology yet. It's --
this is rolling the dice, and that's a |ot of noney
to spend to try to figure out if sonething is going
to work or not. And | just don't see it, at this
particular tinme, sticking this on the backs of
ratepayers in the state of Florida right now, so
am goi ng to be supportive of your notion, M.
Chai r man.

CHAI RMAN LA ROSA: Al right. Any further
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1 guestions or thoughts?

2 Il will ook to ny fellow Comm ssioners for a
3 notion, and | am happy to pass the gavel if

4 necessary.

5 Commi ssi oner Fay.

6 COW SSI ONER FAY: Sure, | amfine doing it,
7 M . Chai r man.

8 So | would nove that the Conm ssion reject

9 | ssue 14 as proposed, and reject the future

10 envi ronnment al conpliance project.

11 COW SSI ONER GRAHAM  Second.

12 CHAl RVAN LA ROSA:  All right. Hearing a

13 hearings notion and hearing a second.

14 Al'l those in favor signify by saying yay for
15 | ssue 14.

16 (Chorus of yays.)

17 CHAI RVAN LA ROSA:  Yay.

18 Opposed no?

19 Is that -- the fallout?
20 M5. HELTON: And then staff woul d have the
21 adm nistrative ability to accommodate that
22 deci si on, you know, when they come back with rates.
23 COW SSI ONER FAY:  Yeah, M. Chairman. So
24 just included in ny notion would be to give staff
25 authority to make those adjustnents for fallout.
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CHAI RVAN LA RCSA: kay.

MR. MARQUEZ: M. Chairman, we can bring that
up each and every tinme that there is an adjustnment,
or I was just planning on just leaving it at the
end, or you could just order right now that any
changes that the Comm ssion ends up ordering, staff
Is directed to inplenent.

CHAl RVAN LA ROSA: Let's cone back to it at
the end --

MR. MARQUEZ: Ckay.

CHAI RMAN LA RCSA:  -- in case there sonething
that we are not considering at this point.

Al right. So for the record, show that |ssue
14 passes as nodified by us, the Commi ssion.

Ckay. So now we are still on Block 4. Are
there any other issues in Block 47

Comm ssi oner Fay, you are recogni zed.

COW SSI ONER FAY:  Thank you, M. Chairman.
And ny hope is in the new year | amgoing to be
nore positive, so | have a project that |I like in
here that | would like to reflect on. So | think,
you know, the technol ogy updates on |Issue 17 are
t he perfect exanple of, you know, a need for what
the utility needs goi ng forward.

| think probably nost significantly in there
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I s sone assessnent or realization of inprovenents
on the cybersecurity side, which we think about
operation -- the OI conponents of a utility, and
the severity of that as it relates to
cybersecurity. But, you know, it also tal ks about
protecting custoner information, which | think is
sonething that is comonly not discussed, but is
equally as valuable as far as the inpact that that
can have to all of the custonmers in a certain
utility.

So |l think this is a great project. |
absolutely support it. | amglad the utility
brought it forward. And when we notion the other
itens out as a block, M. Chairman, | wll be
obvi ously supporting that itemat the sane tine. |
don't see any need to take it separately, unless ny
col | eagues have any, you know, debate or otherw se
to pull it.

CHAI RMAN LA RCSA: kay. Seeing no debate.

Any other issues within Block 4? |If not, |
think we can take up a notion

COW SSI ONER CLARK: M. Chairman, | nove to
approve the remaining itens in Block 4.

COW SSI ONER GRAHAM  Second.

CHAl RVAN LA ROCSA: Hearing a notion, and
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hearing a second for all remaining itens in Bl ock
4.

Al'l those in favor signify by saying yay.

(Chorus of yays.)

CHAI RVAN LA ROSA:  Yay.

Opposed no?

Show that all other itenms in Block 4 passes as
reconmmended by staff.

kay. So now let's nove to Block 5, which is
| ssues 3 -- excuse ne, 33 through 40. 33 through
40.

Is there any issues within that block that
need to be flagged?

Commi ssi oner Fay, you are recogni zed.

COW SSI ONER FAY:  Yeah, M. Chairman. Thank
you.

So we are on |Issues 33 through 407?

CHAI RMAN LA ROSA:  Correct.

COW SSI ONER FAY: Correct, okay.

| have sone questions on the ROE, which would
be Issue 39. So if issue anybody has an issue
before we get down to 39, M. Chairman, | am happy
to wait.

CHAI RMAN LA RCSA: | al so have questions for

39, so | appreciate you bringing that up.
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Are there -- anything before 39 that we need
to discuss?

Seei ng none, let's go to 39.

COW SSI ONER FAY: Ckay. And | am al so happy
to defer, M. Chairman, if you want nme to go ahead.
| have sone questions for our staff naybe, and then
I f you need comments, | am happy to wait for ny
conmment s, depending on how you would |like to take
It up.

CHAI RMAN LA ROSA:  You are recogni zed for a
series.

COW SSI ONER FAY: Ckay. Geat. Thank you.

kay. So | amgoing to goto -- let ne see if
| can give you a certain page nunber to pull to.
Your table that |ist out the various ROES -- M.
Buys, maybe you can help direct ne to where that is
I n the reconmendati on

MR. BUYS: The summary of the cost of equity
nodel results for the witnesses is page 134 in
Table 39-1, is that --

COW SSI ONER FAY: Yes, that's correct. Thank
you.

So | amon page 134, and you have the DCF
nodel s, the CAPM Ri sk Premium and then you have

various averages of the w tness presented nunbers
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that are on that page.

You al so have a paragraph on page 132 that
sumari zes sone of the ROEs that are presented as
it relates to the various nodels. So is it kind of
fair to say that in your Table 39-1, you kind of --
you go fromtop to bottomas we | ook at the average
for the entities. On the summary that you have in
the previous pages you essentially are going from
left to right. You are taking the nodel averages
and then comng to a conclusion of what those
nodel s woul d be?

MR BUYS: Table 39-1 list the nodel results
presented by the witnesses fromtheir testinony.

COW SSI ONER FAY: Ckay. So there are
essentially --

MR. BUYS: The information | believe --

COW SSI ONER FAY: Go ahead.

MR. BUYS. -- you are referring to --

COW SSI ONER FAY: Yeah, so | was on page 132,
where it says the averages are 9.98, 10.26 and
10. 56.

MR BUYS: Gotcha. | amthere.

COW SSI ONER FAY: Ckay. So those essentially
woul d be, to your point -- and because | -- it's

not to -- not to critique the witing, but it's a
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little confusing. | just want to make sure | am
clear on this. |It's -- essentially those are the
averages of those nodels, so the DCF is 9. -- let

nme do this, can you explain what the average is?

MR. BUYS. Let nme clarify, if | could.

COW SSI ONER FAY:  Ckay.

MR. BUYS: Yeah. Wen | reviewed the
testinmony and | -- and the mat henmati cal nodel s used
by the witnesses, | felt that it was a good way to
ki nd of bal ance all of the nodels that the
W t nesses used by taking the averages of each one
of their nodels. And so for the DCF | | ooked at
using witness -- TECO Wtness D Ascendis' rebuttal
testinmony, | reviewed his DCF results of 10.16, the
OPC wi tnesses' DCF nodel results of 10 percent and
9.7 percent fromthe two various proxy groups, and
then FEA wi tnesses' DCF result nmaking two
adj ustnents fromhis 10.98 percent result to cone
up with a 10.48 percent result for his DCF nodel
result.

COW SSI ONER FAY:  Ckay.

MR. BUYS. The two adjustnents | nade were
simply to use the sane nethodol ogy that Wtness
D Ascendis did, by renoving the -- | believe it was

the Portland conpany's result, which was outside of
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t he reasonabl e range as testified to by Wtness

D Ascendis, and also using the half growh -- the
hal f -year growth net hodol ogy, so to nake that nore
conparable to the other two witnesses' DCF nodel .

And | averaged out the 10.16, the OPC w t ness’
two -- two nodel results of 10.97 at 9.85, and
February the FEAE -- FEA' s witness' nodel results
of 9.93, average those three together and | cane up
with the 9.98.

COW SSI ONER FAY: kay. So let ne -- and
that sort of repeats fromthe nodel.

So can | turn you to the table on 134? So if
you take the first columm that's there, that DCF
Wi th anal yst gross estinmates, that -- TECO has a
10. 16, your FEA would be a 10.48 because you nade
an adjustnent to that nunber, is that accurate?

MR BUYS: Correct.

COW SSI ONER FAY: Ckay. So that woul d be
10.48. So then if | keep going, you take those
nodels -- | presune that you -- to get that nunber,
you woul d have averaged -- or you woul d have
i ncluded both the 9.70 and the 10.00 proxy group
nunmber s?

MR, BUYS: Yes.

COW SSI ONER FAY:  Ckay.
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1 MR. BUYS. The OPC witness.

2 COW SSI ONER FAY: Ckay. And then for the

3 mul ti stage growt h, which essentially |ooks |ike

4 it's alnbst the same as the sustainable growth

5 nodel for the nunmbers you get out, do you excl ude
6 that nultistage --

7 MR. BUYS. | exclude -- yes. Yes, sir, |

8 excl uded that one.

9 COW SSI ONER FAY:  Ckay.

10 MR. BUYS. It seened -- in the testinony,

11 Wtness D Ascendis rebutted using that multistage
12 grow h nodel, and indicated that it was not

13 appropriate for TECO as TECOis in the mature

14 st age --

15 COW SSI ONER FAY:  Ckay.

16 MR. BUYS. -- business cycle, and the

17 mul ti stage growh was nore for a --

18 COW SSI ONER FAY: Like a startup style kind
19 of --

20 MR, BUYS. -- startup type conpany --

21 COW SSI ONER FAY:  Ckay.

22 MR. BUYS: Yes, sir.

23 COW SSI ONER FAY: (kay. Gotcha.

24 And so that's not commonly used for, like, a
25 | arger sort of nore slow growh entity nodel ?
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MR. BUYS: Correct.

COW SSI ONER FAY:  Ckay.

MR. BUYS: The constant growh nodel is nore
appropri ate.

COW SSI ONER FAY: Ckay. So then noving on to
t he CAPM nodel, so you have TECO s w t ness
essentially 11.91, did you al so adjust that rate?

MR. BUYS: Fromny average, | used the 11.58
percent result that he got fromhis traditional
CAPM cost rate nodel. The 11.91 was using his EP
Predictive Ri sk Premi um Mddel, which we are
recommendi ng not -- to not consider that.

And D Ascendis, the TECO wi tness, also said he
presented the various nodels without the risk
premum-- the Predictive Risk Premumand with it
so that we coul d consider either/or.

COW SSI ONER FAY: So is that 11.91, is that
the ECAPM then? |Is that --

MR BUYS: That -- he takes the traditional
usi ng a net hodol ogy including the Predictive Risk
Prem um Model , he uses the traditional and the
ECAPM and then he averages those two --

COW SSI ONER FAY:  Ckay.

MR BUYS: -- to cone up with the 11.91.

COW SSI ONER FAY: Okay. But for purposes of
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the average rates that you cal cul ated, you have the
| ower adjusted of 11.857?

MR. BUYS: That is his average result from
just the traditional CAPM nodel not using the ECAPM
or the Predictive R sk Prem um Model .

COW SSI ONER FAY: (kay. (ot cha.

Al right. So then the FEA w tness, do you --
to get that calculation for the CAPM do you j ust
-- do you average -- like, you have a range here.
So do you just average the nunbers to get whatever
you woul d calculate for the FEA w t ness?

MR BUYS: Yes. He used nine iterations of
the CAPMwi th various risk-free rates and ri sk
market risk premuns. So the sinplest thing to do,
| thought, was to average all those together, and
that was -- the result was 10. 36.

COW SSI ONER FAY: (Okay. So 10.36 is the
average of that FEA Walters CAPMrate.

Okay. So then the risk -- noving on to risk
prem um sanme concept. | am guessing you took the
11.09, and then you took the average of 9.90 to
10. 23?

MR BUYS: Yes, for the TECO and t he FEA
Wi t ness.

COW SSI ONER FAY: Okay. And then you
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averaged the range results for those -- fromtop to
bottom for those w tnesses, okay.

Al right. So then let ne just make sure |
understand. So you exclude -- to get to these
nunbers, you do exclude, | guess, what's referred
to as the PRPM is that the Predictive Ri sk Prem um
Model is not included in this estimte?

MR. BUYS: Correct. The results from using
that Predictive R sk Prem um Mddel in various
conmponents of his nodeling.

COW SSI ONER FAY: Okay. And | know that we,
in the PGS rate case, we -- the Conm ssion nade a
deci sion and the order articul ated basically why
that wasn't adopted, but was that somnething where
you revi ewed that and nade a determ nation to not
I ncl ude that nodel, or where the w tness suggested
kind of, you know, you could include it or you
could not? WAs he nore indifferent to it? | can't
remenber sort of his approach to it.

MR. BUYS: Yes, Comm ssioner. He was
indifferent to it. He suggested that, in this rate
case, the Commi ssion mght reviewit, but he also
acqui esced that the Comm ssion had rejected it in
the PGS rate case, and so he gave -- he presented

his nodeling using it and not using it.
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1 COW SSI ONER FAY: (kay. Gotcha. So he sort
2 of recogni zed our precedent, and that it was very,
3 | guess, likely or probable. And is that in part

4 because that nunber, if you run that nodel, that --
5 | mean, | recognized it's a new theory, or a newer
6 nodel, which | think he, in part, is one of the

7 creators of. But is it that it creates just a

8 di sproportionate high nunber, is that sort of why

9 we throwit out? O is it just that it's so new we
10 haven't been able to sort of validate it yet?

11 MR BUYS: Yes. [It's -- not may -- not any

12 comm ssion, other state conmm ssions that | am aware
13 of, other than the two South Carolina and North

14 Carolina water rate cases that were presented in

15 the testinony used that nodel to develop a risk

16 premum a market risk premum And it's also --
17 usual |y presents a higher result, not always, but
18 typically it's a high result than just using a

19 regul ar risk prem um

20 COW SSI ONER FAY: kay. So when you nade the
21 determ nation to exclude that, which seens that

22 it's appropriate, did you also nake a determ nation
23 to throw out -- were there any low outliers? So

24 you are throwi ng out sort of the higher --

25 MR, BUYS: No. He just -- Wtness D Ascendi s,
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1 presented his nodeling without using it, so | just
2 relied on the nodeling wi thout using the risk

3 prem um

4 COW SSI ONER FAY: (kay. Gotcha.

5 MR. BUYS. In the risk prem um nodel.

6 COW SSI ONER FAY:  Okay. And then | think you
7 said this earlier, but you did exclude -- in your
8 reconmendation for the proposed ROE, you did

9 exclude the Portland Ceneral Electric Conpany rate,
10 whi ch was, | think, at 14 percent or sonething?
11 MR. BUYS. Yes, only for the FEA witness' DCF
12 nodel, | did not -- | recalculated what his result
13 woul d be without the Portland --

14 COW SSI ONER FAY:  kay.

15 MR, BUYS. -- without the Portland conpany's
16 nunber --

17 COW SSI ONER FAY:  Ckay.

18 MR, BUYS: -- to be conparable with the other
19 two W tnesses.

20 COW SSI ONER FAY:  And that's basically

21 because it was an outlier?

22 MR, BUYS: Yes.

23 COW SSI ONER FAY:  Ckay.

24 MR. BUYS: Yes. It was greater than the

25 reasonabl e range according to Wtness D Ascendi s.
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COW SSI ONER FAY: (kay. ot cha.

And just a few nore, M. Chairnman. |
apol ogi ze.

CHAI RVAN LA ROSA: No, absol utely.

COMW SSI ONER FAY: | don't want to take up too
much tinme.

Ckay. So then when you get to those average
nunbers -- | don't want to get into the capital
structure, per se, but | recognize it's intertw ned
with the ROE

So assum ng that the Conmm ssion accepts the
54 percent equity structure, is that conponent
built into your rate analysis, or is that a
separate analysis that is done follow ng --
concluding the initial sort of average out thing
that you did here?

MR. BUYS:. Yes, Commi ssioner, the equity ratio
I's determ ned separately fromthe RCE. And
dependi ng on the financial risk, you know, which is
establ i shed through the anpbunt of equity that's in
the capital structure, the ROEis -- | guess you
can use your judgnment as to whether or not the RCE
shoul d be | ower or higher based on the | evel of
risk in the capital structure.

So typically, a capital structure with a
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hi gher rate of equity, higher anount of equity,
that capital structure has |ower risk --

COW SSI ONER FAY:  Ckay.

MR BUYS: -- therefore, the RCE should be
| ower to reflect that |ower financial risk.

COW SSI ONER FAY: Ckay. So then does the
proxy group reflect that that at all?

MR. BUYS: The proxy group -- the average of
the proxy groups equity ratios for the hol ding
conpani es, those are the parent conpani es of the
oper ati ng conpani es.

So those hol di ng conpanies are the entities
which are traded in the market, and we get the
mar ket data to devel op the financial nodels.

The -- that -- those equity ratios for the
operating conpani es were about 43 percent, |
bel i eve. The operating conpani es, which are cl oser
to TECO is about 50 percent, 49 or 50 percent.

COW SSI ONER FAY:  Ckay.

MR BUYS: So the -- both of them have a
little bit lower equity ratio as conpared to TECO
So therefore, just all else being equal, they would
have a little bit higher risk.

COW SSI ONER FAY: (kay. And because -- |

think, to your point, it's -- that ratio, that
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capital structure is within the range of the
proxi es --

MR, BUYS: Correct.

COW SSI ONER FAY: -- but it also -- there is
al so a gap between the average and what that nunber
actually is?

MR. BUYS: Yeah.

COW SSI ONER FAY: Ckay. Let nme ask you, so
taking that into account, you have, | guess, maybe
some version of an offset due to the financial
risk.

So |l -- in the recommendation, the capital
structure tal ks about the risk conponents, and the
RCE tal ks about the risk conponents. | think, you
know, accepting the structure as it is, you would
ot herw se probably have sone adjustnents if you
didn't have either the business or the financi al
risk. Is that -- is that -- | don't nean to put
words in your nouth, but is that fair to say, that
t he recommendati on m ght have | ooked differently if
you didn't have those risks?

MR. BUYS: Yes, Conmmi ssioner. The results of
t he average of the nodel was 10.27. |If the -- all
el se being equal, and there is no other business

risk, | would have nmade an adjustnent to |ower that
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RCE recomrendation fromthe 10.27. But because
there is sone business risks associated with TECO
| believe that they both of fset each other, so the
RCE shoul d be roughly what the nobdels presented.
COW SSI ONER FAY: kay. And then the actual
structure of TECO -- so | amnot sure | amgoing to
get the business structure correct, but essentially
Enera sits above, as the parent of TECO --

MR BUYS: Correct.

COW SSI ONER FAY: -- and sone version of
that. So you don't -- do you take into account
any -- even give any consideration of any

conponents of Enera's financial status when
presenting this ROE?

MR, BUYS: No. The -- we try and |ook at the
entity, TECO as a stand-al one conpany as if it were
to issue its own debt and issue its own equity.
And so TECO s paraneters don't really conme into
consi derati on when we devel op the RCE
reconmendat i on.

COW SSI ONER FAY:  You nean Enera?

MR. BUYS. Enera, yes, sir.

COW SSI ONER FAY:  Yeah. (kay.

So to that point, it doesn't -- | nean, if

another entity owned them or whatever that

Premier Reporting

premier-reporting.com
(850)894-0828 Reported by: Debbie Krick



44

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

financial status is, that doesn't drive any of this
nodel, it doesn't drive how we cone to the ROE?

MR BUYS: No, not for the RCE

COW SSI ONER FAY: (kay. Gotcha.

And then | ast question. So the -- so we --
you average out the rates and end up wth this
2. -- this 10.27 that's presented in your
reconmendation, and then there is an adjustnent
based on interest rates that essentially rounds
that up to 10.3, correct?

MR. BUYS. Yes. Should -- typically, for
what ever reason, nost of the ROEs that are approved
either at a five or a zero at the end. So with the
interest rates being what they are, they actually
m ght have gone up a little bit during the rate
case. They certainly didn't go down. So instead
of rounding it down to 10.25, | just nade the
judgnent to round it up to 10. 3.

COW SSI ONER FAY: kay. And if, to your
point, the rates were novi ng downwards, | guess in
between the tinme of filing and the deci sion nade,

that would lead it to likely decision to round

downwar d?
MR. BUYS: If they were to nove downward
during the rate case, it's -- because fromthe tine

premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



45

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

they filed to hearing -- and the interest rates,
when we tal k about those, it's the 30-year treasury
rate. So they are sonewhat volatile, so they can
nove 20 basis points or so during the course of a
hearing in the proceedi ng.

COW SSI ONER FAY:  Yeah. Ckay.

So then -- but isn't -- in your nodel, doesn't
the nodel -- | guess, nmaybe it's nore CAPM and DCF,
but doesn't it include that, whatever the interest
rates are at the --

MR. BUYS:. CAPMuses a risk-free rate, usually
a projected risk-free rate. | think it was 4.4,
anywhere from4.2 to 4.65 is what the w tnesses
used in their CAPM nodel. So those do reflect
current and forecasted 30-year treasury rates.

COW SSI ONER FAY:  Ckay.

MR. BUYS: Sone of the nodels, the CAPMin
particul ar, has that 30-year treasury rate as a
conponent in the nodel.

COW SSI ONER FAY: kay. That's fair. So
it's not accurate to say all of the nodels include
it, but at |least for the CAPM --

MR. BUYS: The CAPM

COW SSI ONER FAY: -- that rate does include

sonme version of where the market rates are.
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Because | think of the treasury, but it's
essentially what the 30-year interest -- is that --
the 30-year treasury, is that kind of what you
consi der that rate?

MR. BUYS: That seens to be the guideline, the
gui depost for what the interest rates are.

COW SSI ONER FAY:  Okay.

MR. BUYS: They basically give an indication
of what the capital costs are at the -- in the
current market when the -- during the -- when the
W tnesses file their testinony --

COW SSI ONER FAY:  Ckay.

MR. BUYS. -- and present their nodels.

COW SSI ONER FAY: kay. Yeah. | nean, |
t hought you did a good job putting these in the
table and then the average. It would have been
nice to kind of have the averages on the bottom
two -- or the cross so then you can |ine them up,
but | think your calculations are very sound.

The only thing | do take a little bit of an
issue with is this kind of, | guess, final or |ast
conmponent of the adjustnent with the interest rate
since there is sone variable. And | concede it's
not in every nodel, but there is sone variable in

t he CAPM npdel that does include that in that
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calculation. So it does seema little bit
repetitive to ne.

To your point -- so part of your research, or
part of working on this case, you recognize that
nost ROEs -- and | think you are right, now that
you nmentioned this, but nost ROEs, probably at
| east for electric and gas, land on kind of a .5 or
a zero -- they basically round to, you know, sone
version of -- | don't want to call it a round
nunmber because five is not, but it's either
typically a five or a zero?

MR. BUYS. Anecdotally yes --

COW SSI ONER FAY:  Ckay.

MR. BUYS: -- without doing the research

COW SSI ONER FAY: | gotcha, okay. But that's
not part of the actual cal cul ation?

MR. BUYS: No.

COW SSI ONER FAY: Ckay. ot cha.

Okay. M. Buys, | appreciate -- | know | had
a lot of questions for you. | appreciate you
taking the tinme to do it. And you did a great job
on this table. | don't mean to any nitpick on what
you have done here. But | just think, |ooking at
t he averages both up and down is helpful to kind of

get that correl ated average for what you have done,

Premier Reporting

premier-reporting.com
(850)894-0828 Reported by: Debbie Krick



48

1 and | think it's fairly clear, nmaybe other than one
2 or two conponents to be adjusted.

3 So | have had nmy questions answered, M.

4 Chai r man.

5 CHAI RMAN LA RCSA:  Yeah. No. Thank you. And
6 | appreciate the back and forth, because that was

7 obviously a pretty good depth. And |, you know,

8 agree with how the nunbers are perceived for the

9 nost part, but | have a few questions.

10 So when it relates to the business risk

11 specifically for this service area, can you kind of
12 point to where the risk was higher, or maybe even
13 | ower, in conparison to other conpanies that were
14 considered in sone of the w tnesses' testinony?

15 MR BUYS. Yes. Primarily Wtness D Ascendi s
16 hi ghl i ght ed sone busi ness ri sks, one of them being
17 the weather risk and potential storm danmage.

18 TECO s risk with extrene weat her events is

19 relatively high as conpared to the proxy group
20 because of their proximty to the Tanpa Bay area,
21 and their footprint, there geographic footprint of
22 their service territory is small. And while not in
23 the record, we did see, you know, the inpacts of
24 MIlton when it cane in, and that's -- those risks
25 are al so recogni zed by the Standard & Poor's credit
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rating agency and the Mbody's credit rating agency.

And al so, Wtness D Ascendi s highlighted the
fact that there is risk associated with capital
i nvestnment, and TECO is planning to make
significant investnments in their infrastructure
over the next few years. And froma credit rating
perspective, which is al so recogni zed by the credit
rati ng agencies, that -- you know, that can put
pressure, downward pressure on earnings, which is
anot her risk factor that they consider.

So those are the two main risk factors that
were highlighted that, as | wote in the
recomrendati on, kind of offset any financial risk.
So I came up with kind of, you know, just a no
adj ust nent necessary to the nat hematical nodel s;
whereas, Wtness D Ascendis did appear to consider
those. Wiile he did not nake a quantitative
adjustnent to the results of his nodels. He did
say he consi dered those risks when he nmade his
recommendati on of 11.5 percent.

CHAI RMAN LA RCSA: | don't know that | agree
with how far he went with it, but under -- | do
agree with maybe the direction that he was goi ng of
t here being, you know, a risk cal cul ation.

The market risks were also just kind of well
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spel l ed out between yourself and Comm ssioner Fay,
and understandi ng where the treasury is, and
under st andi ng where interest rates may or, frankly,
may not be, you know, noving forward. So | -- |
mean, do consider that there is a risk there as
wel | .

Comm ssi oners, any further questions or
t houghts on I ssue 397

So |l will just kind of tell you kind of where
| amat. | put an enphasis, ironically, talking
about rounding, where | thought this would | and
somewhere at, like, 10.5. And agreeing with where
staff has anal yzed, and broken down, and added and
subtracted fromthe w tness testinonies that have
been provided, | think that's been well done.

I have maybe put a little heavier enphasis on
the territory, understandi ng what the risk inpact
would be to a small territory such as this. That's
hard to negate, right? |It's hard to spread the
cost out if a stormwas to cone through, right,

j ust because of its nere size.

So that's kind of where ny thinking was.
That's where, kind of how | calculated things. |
do recogni ze that this was a pretty w de open, and

staff did a great job of explaining that wwth ne as
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we went through our briefing as far as where this
woul d land, and | think they did a great job of
getting us to a good spot. | just -- if there was
an adjustnment, that's where | would | ean, but |
woul d certainly want to hear fromany of the other
Conm ssi oners.

Comm ssi oner Passidono Smith, you are
recogni zed.

COW SSI ONER PASSI DOMO SM TH:  Thank you
M. Chair. | was waiting for you to sort of take
that direction. | had simlar thoughts of -- |
t hi nk, you know, that staff laid out a really good
synopsi s here of what the record supports, both
i ndi cating sort of downward adjustnments with having
a lower financial risk, but then offsetting with
t he hi gher upward adjustnent when we are talking
about hi gher business risk, and weather, and just
the territory, | think, just in the going through
the record, | think it supports a 10.5. | think
that there is a significant weather and climte
risk that's going to inpact the Tanpa territory.
And again, we also don't know about any sort of
earnings variability, or things with interest
rates, and so that's -- | amonboard with you on

t hat .
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1 Those are ny thoughts.

2 CHAl RVAN LA ROSA:  Conmi ssioners, further

3 t hought s?

4 kay. So I will -- 1 think we can wap up 39.
5 Il will -- maybe I will past the gavel, okay, or

6 not? Yeah, let's hear what you have to say. Yeah,
7 turn on your mc too so everyone el se can hear you.
8 COW SSI ONER CLARK: | nove approval of al

9 the itens in Block No. 5 with the nodification to
10 Item 39, raising the RCE from 10.3 to 10.5.

11 CHAI RMAN LA RCSA: Hearing a notion, is there
12 a second?

13 COW SSI ONER GRAHAM  Second.

14 CHAl RMAN LA ROSA:  All right. Hearing a

15 second.

16 Al those in favor signify by saying yay.

17 (Chorus of yays.)

18 CHAI RVAN LA RCSA:  Yay.

19 Opposed no?
20 Show t hat Bl ock 5 passes as nodifi ed.
21 Al right. Let's nove to Block No. 6, which
22 Is Issues 41 through 67. 41 through 67.
23 Commi ssi oners, any thoughts or questions? So
24 we are on Bl ock 6.
25 COW SSI ONER FAY: M. Chairman?
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CHAl RMAN LA RCSA: Yes, sir. Conm ssioner
Fay, you are recogni zed.

COW SSI ONER FAY: Question on 64. AmI on
the right bl ock here?

CHAI RVAN LA ROSA: W are.

COW SSI ONER FAY:  Ckay.

CHAl RVAN LA ROSA: 64, Deferred Production Tax
Credit?

COW SSI ONER FAY:  Yes. Thank you.

Okay. | just had a quick question for staff
on this issue. So this is essentially just the 22
t hrough 24 production tax credits, the resol ution
of it, correct?

MR BUYS: Yes, Conmi ssioner, that's correct.

COW SSI ONER FAY: Not going forward, okay.

And is it -- am| correct in saying that when
-- | guess, essentially when these were put into
place, that all the utilities, | guess, had to nake
sone adj ustnent based on the PTCs, |ike, sone
decision if they normalize or not, and --

MR. BUYS: Yes, Comm ssioner. The Inflation
Reducti on Act all owed conpanies to choose, for the
sol ar projects, whether they could maintain the
i nvestnment tax credits that they received fromthe

sol ar plants, or change to production tax credits.
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1 The production tax credits were nore advant ageous

2 to the utility, and all the utilities switched from
3 the I'TCs, investnent tax credits, to production tax
4 credits.

5 From ny understanding, | think both FPL and

6 Duke Energy had provisions where they nmade the

7 adj ustnents to reflect the PTCs in the rates. And
8 at the tine that the, in '22, '23 and '24, at the

9 time the | RA changed the | aw

10 Because TECO was under a settlement with --

11 for their last rate case, they chose to, | guess,
12 defer those PTCs, the differential between the PTC
13 and the ITCto this rate case for determ nation as
14 to how the production tax credits would be

15 accounted for.

16 COW SSI ONER FAY:  Okay. And we essentially
17 approved that -- those defernents, correct? |

18 mean - -

19 MR. BUYS. Yes. Each year in the GBRAs they
20 filed letters advising the Conm ssion of that
21 action.
22 COW SSI ONER FAY: Ckay. Gotcha.
23 So now, presum ng the other utilities did what
24 they did, presumng we take this up as presented in
25 your reconmendation with a three-year anortization
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1 rate, | guess we treat it as a regulatory

2 liability. There is a three-year anortization. W
3 i nclude carrying costs in it as presented in the

4 recomrendati on. That would essentially -- | know
5 they are not identical, but would that essentially
6 make custoners whol e conparatively to if it was

7 taken up at the tine it was presented?

8 MR. BUYS: Yes, Conm ssioner. The OPC

9 witness, | think it's Wtness Kol |l en, proposed that
10 they add a carrying charge for each year based on
11 the cost of capital at that tine, and add that on
12 to the amount of the PTCs that would be coll ected,
13 or flowed -- excuse ne -- flowed back through to

14 the custoners during the three-year period.

15 COW SSI ONER FAY:  Ckay.

16 MR BUYS: So | think it was that we

17 cal cul ated approxinmately 1.56 mllion

18 COW SSI ONER FAY: Ckay, of the carrying

19 costs?

20 MR. BUYS: For the carrying costs.

21 COW SSI ONER FAY: (kay. ot cha.

22 So with that, and then based on the next issue
23 going forward, we won't be in this position again
24 where there is sort of this delay and we have catch
25 up with the carrying costs? | nean, we wll be
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able, going forward, to sort of do it at the
appropriate tinme depending on what the Conmm ssion
sets that anortization at?

MR BUYS: Yes. Wll, the PTCs are a
flowthrough tax credit. In 2025, | think it's
| ssue 63, it's already been accounted for for the
2025 test year to reduce the incone tax expense
based on the anobunt of production tax credits they
ender.

COW SSI ONER FAY:  Ckay.

MR. BUYS. So going forward, this wll --
it -- you won't have the deferral on the PTGCs.

COW SSI ONER FAY: Ckay. G eat.

Al right. That's all | had, M. Chairnan.
Thank you

CHAI RVAN LA ROSA: Thank you

Comm ssi oners, further questions?

Any other issues within this block? W are in
Bl ock 6.

Seei ng none, | am open for a notion.

COW SSI ONER FAY: M. Chairman, | will go
ahead and nmake a noti on.

So | would nove for staff reconmmendation
approval for Issues 41 through 67, and | believe 55

is an oral nodification that we woul d i ncl ude.
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CHAI RMAN LA RCSA: Yes. I|I'mgetting a nod
that, yes, there is an oral nodification on 55.

COW SSI ONER FAY:  Ckay.

CHAI RMAN LA RCSA: Al right. Hearing a
notion, is there a second?

MR. FUTRELL: And, M. Chairman, if | may,
also in your notion, sonme of these issues have --
woul d need to give staff admnistrative authority
to reflect the decisions in the prior issues. For
exanpl e, |Issues 2, the decisions on Issue 2 and
| ssue 22, and those effects -- how they affect
| ssues 41, 42 and 45. So | want to nake sure that
you are aware of that.

COW SSI ONER FAY: Sure. Okay. Yeah.

MR. FUTRELL: That will need to flow through.

COW SSI ONER FAY: kay. Yeah.

And | think, to your point, M. Chairmn, we
-- | am happy to nake sure | include that -- the
adm ni strative authority in the notion unless
anyone has any objection to it.

CHAI RMAN LA ROSA:  Seeing no objection.

COW SSI ONER CLARK:  Second the notion, M.
Chai r man.

CHAI RMAN LA RCSA: Al right. Hearing a

notion, and hearing a second.
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Al'l those in favor signify by saying yay.

(Chorus of yays.)

CHAI RMVAN LA ROSA:  Yay.

Opposed no?

Show t hat Bl ock 6 passes.

Let's nove now to Block 7, which is only 68
and 69. |ssues 68 and 69.

Comm ssioners, is there questions or
di scussi ons on these two?

Bl ock 7, Issues 68 and 69. Not seeing any.

COW SSI ONER CLARK:  Move approval, M.
Chai r man.

COW SSI ONER GRAHAM  Second.

CHAI RMAN LA RCSA: Hearing a notion, is there
a second?

Hearing a notion and a second.

Al those in favor signify by saying yay.

(Chorus of yays.)

CHAI RVAN LA ROSA:  Yay.

Opposed no?

Show t hat |ssues 68 and 69 are approved as
reconmended.

Al'l right. Let's nove nowto Block 8, which
Block 8 is Issues 70 through 93. So 70 through 93.

Comm ssi oner Graham you are recogni zed for a
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1 guestion on this block. Please just identify which
2 issue it is.

3 COW SSI ONER GRAHAM | ssue 71

4 CHAl RMAN LA ROSA: 71. &o ahead and --

5 COW SSI ONER GRAHAM | have for say, |

6 actually like the 4 peak nethod. | amnot quite

7 sure why we went to the 12 peak nethod.

8 M5. DRAPER  Conmm ssioner, this is Elisabeth

9 Draper with staff.

10 CHAI RMAN LA RCSA:  You are recogni zed.

11 M5. DRAPER  Would you |ike an overvi ew

12 staff's position or --

13 COW SSI ONER GRAHAM  Yes, ma' am

14 MS5. DRAPER. So the 4 CP nethod was filed

15 because it was included in the |ast settlenent, and
16 It was a requirenment of the settlenent that TECO

17 file two cost of service studies. One is the 4 CP,
18 whi ch TECO supported as required by the settlenent.
19 And then the MFR rules require the utility also to
20 always file the 12 CP and 1/13th nethod. The
21 1/13th reflects an energy allocation of about eight
22 per cent.
23 Staff did not, based on the evidence in this
24 record, find TECO s argunents persuasive. And TECO
25 gave a couple of reasons to support the 4 CP.
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Their key argunent was that it was a requirenent of
the settlenent, that is correct. However, based on
the evidence in this record, | think, staff
recommends the Conm ssion vote for the 12 CP.

Anot her argunment TECO made that was the
transition to solar away fromcoal -fired generation
has di m ni shed i nportance of shoul der nonths for
operational planning, because under 12 CP, each
nont h has about the sane inportance, and the 4 CP
only |l ook at custoners' dermand during four
nonths -- and by the way, the four nonths shows
chosen were al so outcone of the settlenent.

But sol ar, TECO stated that solar investnents
are bei ng done because the energy savings and
production tax credits. So if there are energy
savings, there should be sone recognition that
costs should all be allocated on an energy basis.
And under 4 CP, there is no energy allocation.

And as Florida Ri sing/LULAC who filed, who was
not a signatory to the last settlenent and they
were opposing the 4 CP nethod in their testinony,
poi nted out that they are objecting to the 4 CP
t 0o.

Anot her reason that TECO gave to support the 4

CP was econom c devel opnent, that it hel ps pronote
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econom ¢ devel opnent. And staff was sinply

poi nting out that TECO has other tools avail abl e,
such as Comm ssi on- approved econom ¢ devel opnent
tariffs, to pronote retaining existing custoners or
attracting new |l oad into Florida.

So these are sone of the reasons that staff is
reconmendi ng 12 CP.

COW SSI ONER GRAHAM  And you are sayi ng that
t hey have ot her avenues when it conmes to economc
devel opnent ?

M5. DRAPER  Correct.

COW SSI ONER GRAHAM  Now, how do they go
about incentivizing, and let's just say sone of our
| arger manufacturers to continue nmaki ng product
here conpared to, let's say, Al abama because it may
be cheaper to do it in Al abama. Do they have the
ability to enhance or to incentivize that
producti on here through econom c devel opnent ?

M5. DRAPER  Yes, TECO has two econom c
devel opnent tariffs. One is actually being
addressed in one of the issues, the econom c
devel oprent rider, where TECO i s maki ng changes to
make it even nore beneficial.

And t he ot her econom c devel opnent tariff that

TECO has is the commercial/industrial service rider
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1 tariff. And if an existing under that tariff were
2 to approach TECO and say, we may | eave TECO to

3 retain that custoner, has the option to give thema
4 di scount on the base rates and negotiate a

5 contract, given that the custoner satisfies certain
6 criteria and states that absent that discount, they
7 woul d nove to Al abana.

8 COW SSI ONER GRAHAM  But you are talking

9 about them basically picking up, packing --

10 manuf act uri ng packi ng up and | eavi ng conpared to,
11 | i ke, production just dropping down. That's two

12 di fferent things.

13 Do they actually have to | eave the state for
14 t he econom c devel opnent to kick in, or can they --
15 If for sonme reason the production dropped 20

16 percent because it's cheaper to nmake it sonmewhere
17 el se?

18 Because what | |iked about the 4 peak, you

19 know, you are focusing in -- | think it was Wtness
20 Pol | ock that was tal king about putting the cost for
21 the cost causers. And so wherever the high peak
22 I's, where you are dealing with reserve margi n where
23 you got to build that next plant, and so they I|iked
24 the idea of focusing in on those particular tines.
25 And it seens |ike when you are going to the 12
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1 peak, you are spreading that out too nuch, and you
2 are diluting the cost and the cost causers.

3 M5. DRAPER If | just nmay respond that peak
4 demand is the underlying driver for new capacity,
5 and the timng of new capacity, but the cost being
6 Incurred for the utility's investnent divisions are
7 nost -- is a function of econom c generation

8 facility that satisfies both capacity and energy

9 requirenents.

10 COW SSI ONER GRAHAM  You | ost ne.

11 M5. DRAPER  The peak demand, if you | ook at
12 the four nonths, which, | agree, for 2025, these
13 four nonths chosen have the hi ghest peak, but

14 | ooki ng at peak demand, in staff's opinion, is the
15 driver for the need of capacity, and the tim ng of
16 new capacity when the next power plant should be
17 built. This here is a cost allocation issue.

18 COW SSI ONER GRAHAM  But if you are forcing
19 for that -- you are allocating the costs based on
20 what everybody is addi ng during those peaks, and so
21 if residential is higher during those peaks, then
22 residential should be paying nore. |If
23 manufacturing i s higher during those peaks, then
24 manuf act uri ng shoul d be pushing in nore, so
25 everybody is paying their pro rata share at that
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peak, because that peak is what's forcing you to
buy that -- to install that next power generator.

| nean, when it's not at the peak, when you
are at the low nonth, then you have got all of that
extra capacity, and there is no pushing you to
provi de nore capacity. There is no push the build
that next plant. The costs all conme from buil di ng
t hat next plant.

And so when that -- | think when that peak is
there is when you got to figure out who is adding
to that | oad, and when you are figuring out who is
adding to that | oad, that's when everybody is going
to -- that's when you figure out the best way of
the pro rata share, and you do that better -- |
don't care if you do it one-nonth, two-nonth, if
you do it four nonths, it just -- it seens to ne
the smaller, you get the better get. And when you

go over to 12, | think you are diluting that.

That's nmy opinion. | didn't nmean -- Ms.
Draper, | didn't nean to nake a debate about you
and staff. | amjust saying, this is where |
di sagr ee.

Thank you.

CHAl RVAN LA ROSA: Thank you

Conmmi ssi oner C ark, you are recogni zed.
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COW SSI ONER CLARK:  Thank you, M. Chairnan.

Just a couple. Listen, | get it. This is
conplex. This is probably one of the nore
conplicated itens that we have di scussed, in ny
opi nion, and how you allocate systemcost is
certainly the major conponent here. But, M.
Draper, can you talk about how the m ni mum
distribution systemcones into play here, and how
that cost allocation cones into effect?

MS. DRAPER: Just to be clear, the m ni num
distribution systemis being addressed in |ssue 73,
and only affects distribution costs. The Issue 71
we just address only affects production costs,
demand rel ated production costs. Now we are -- if
you want to talk m ninmumdistribution system we
are switching to the allocation of distribution
cost, just to be clear on this point.

COW SSI ONER CLARK: Ckay. Under st ood.

So the system the mninmmsystemsize, you
are saying has no contribution to the production
cost?

M5. DRAPER That is correct. Yeah. It's
al l ocation of production cost, allocation of
di stribution cost.

COW SSI ONER CLARK:  Ckay.
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M5. DRAPER And then Issue 72 is the
al l ocation of transm ssion cost.

COW SSI ONER CLARK:  Ckay.

M5. DRAPER  So those are different cost
bucket s.

COW SSI ONER CLARK:  That's under 737

M5. DRAPER:  73.

COW SSI ONER CLARK:  Got cha.

M5. DRAPER  And the decision on one does not
necessarily inpact --

COW SSI ONER CLARK:  The ot her, okay.

M5. DRAPER -- the decision on the another
I ssue -- on the other one.

COW SSI ONER CLARK:  Ckay. Thank you.

CHAI RMAN LA ROSA:  Conmi ssioners further
guestions or thoughts?

Comm ssi oner Passidono Smith, you are
recogni zed.

COW SSI ONER PASSI DOMO SM TH: Thank you, M.
Chai r man.

| think -- | nean, | understand Comm ssi oner
Grahani s perspective, you know, cost allocation
according to use, you know, how -- the cost of
serving those custonmers and trying to, you know,

uni form t hose.
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| amof the opinion, I think that those, you
know, manufacturing custoners, or larger industrial
custoners, have other options that they can avail
t hensel ves of, like you said, Ms. Draper, the
economni ¢ devel opnent rider. They have credits
that, | believe in this case, are even expanded
nore than the prior settlenent you gave them

So | amconfortable with staff's
recommendati on here. | think that, you know, even
just going back to the record, that there is --
that the case wasn't strong enough -- being strong
enough made by the conpany to show why, other than
having to file that cost of service nethodol ogy
because of the prior settlenent, | think noving
back to the nore traditional 12 CP is where | would
prefer to go, but just ny thoughts.

CHAl RVAN LA ROSA:  Comm ssioners, further
t houghts or questions on this item or on this
I ssue specifically? W are tal king about 71.

Conmi ssi oner O ark.

COW SSI ONER CLARK: | guess | will just kind
of go back to this. | don't -- I kind of tend to
favor 4 CP as well, and | do want to understand
what is noving the cost here. In your analysis,

you nmention that there would be a cost shift to, |
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1 guess, residential customers over a 12-nonth peri od
2 based on going from12 CP to -- excuse ne, from4

3 CP to 12 CP.

4 That cost differential, where do you -- where
5 does that nunber conme fron? Help explain that to

6 me. |s that based on the fact that in a 4 CP

7 demand, you are tal king about coincident peak, you
8 are tal king about the facility peaking at the exact
9 sanme tinme the systemis peaking, and what that

10 contribution is to the overall peak system So are
11 you saying that that's -- that cost average is that
12 much bei ng supported by the residential custoner?
13 Suppose it's a winter peak, isn't the residenti al
14 class going to be pretty nuch 100 percent on-peak
15 anyway.

16 M5. DRAPER: The cost shifting, the nunber

17 that Florida Rising/LULAC first brought up, 71

18 mllion, and then TECO confirmed that that is a

19 correct nunmber, that conpares 12 CPto 4 CP, but it
20 al so includes in the conparison, we cannot separate
21 the two, 4 CP with MDS, which is what TECO

22 proposed, and conpares it to 12 CP without MDS. So
23 it includes two consideration. W do not have in
24 the record just conparing 12 CP and 4 CP with or

25 wi thout MDS. So MDS shifts additional dollars, if
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you will, to the residential class.

So to your question, the nonthly coincident
peaks, it's during one hour of the nonth, if the
utility looks at their system peak and then | ooks
at the classes' contribution, in other words, who
has the lights on during that hour. And it's a
percentage. The residential class contributes
60 percent, commercial 20 percent. It always adds
up to 100 percent.

And that's how the allocation factors are
devel oped. That's how the costs are then all ocated
to the classes. |If you contribute 40 percent to
t he peak, you should be responsible for 40 percent
of the demand rel ated production cost?

COMM SSI ONER CLARK:  And that cost is
calculated on a nonthly basis dependi ng on the
formula, whether it's four nonths or whether it's
12 nont hs?

M5. DRAPER Yes. |It's the average of the
four nonths or the average of the 12 nonths,
whi chever nethod you choose.

COW SSI ONER CLARK:  And so does that detract
fromthe anount that the residential consumer is
paying if you have -- okay, let's make an

assunption. Let's assune that you had one nonth

Premier Reporting

premier-reporting.com
(850)894-0828 Reported by: Debbie Krick



70

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

that you had a significant peak, and it was a major
peak, and the rest of the year was flat. How do
you allocate that cost differential of having to
have a -- | amstill going to use the term m ni nrum
systemin place, you are still going to have to
have capacity to handl e every single custoner that
one nonth, but the rest of the year, who is getting
the benefit of that system being built?

You have got a thousand negawatt system but
you are only using 500 negawatts the renai nder of
the year. \Were does that -- where does that cost
all ocation come out to that right now, that's being
borne by a distribu -- you know, by a pretty even
distribution of the whole system Changing to a
12-nmonth woul d give a lot nore benefit to
residential custoners, would it not?

M5. DRAPER It allo -- 12 nonths all ocates
fewer costs to residential custoners, so, yes,
that's the benefit you are asking about, yes.

COW SSI ONER CLARK:  Thank you. Thank you
very nmnuch.

M5. DRAPER And just to be clear, both
nmet hodol ogi es are accepted as valid net hodol ogi es.
At the end, it's alittle bit of a judgnent call.

Staff just felt that -- one main argunent | would
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like to repeat. The solar facilities are being
installed for energy savings. And under 4 CP,
that's not being recognized, and that's why -- it
is in the record, Duke, who also installed solar,
has proposed a 25-percent energy -- 12 CP and 25
percent energy weighting. TECO inits last rate
case prior to the settlenent, for its solar
facilities, proposed a 50-percent of energy
wei ghting for solar. Now on the 4 CP, we are going
to the other extrene, no energy allocation.

COW SSI ONER CLARK:  And | woul d agree, M.
Chair. | appreciate the comment, M. Draper.
There i s net hodol ogi es that are used and accepted,
and dependi ng on the circunstances, depending on
whi ch class of custoners is going to be affected.

| realize they had this one in the | ast
settl enent agreenent. That doesn't -- | amtrying
to figure out howthey cane to it. That's usually
| conme back, is where did they cone up with this
nmet hodol ogy? And howis this going to nmake a
significant inpact?

| am concerned, you have snmall conmerci al
customers, you have industrial custoners that are
going to be affected by this change pretty

significantly. | nean, that's going to be a nore
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significant shift back to the comrercia

the industrial class, | think. So | --

M5. DRAPER And just to one nore point,
Comm ssioner. The small commercial class, |ike the

GS cl ass, general service non-denmand cl ass, they

are in the sane bucket as the residenti al

COW SSI ONER CLARK: Resi dential, yeah,

non- demand.

M5. DRAPER  Yeah, they will be better off --
COW SSI ONER CLARK:  Only demand custoners are

going to be affected by CP, right. Gotcha. Thank

you.

Thank you.

CHAl RMAN LA ROCSA: Conmm ssioners, further

t houghts or questions on 71?

COW SSI ONER GRAHAM Let's see if this boat

fl oats anywhere.

| make the nmotion for 71 that we sti

the 4 CP and deny staff recommendation of 12 CP.

CHAI RMAN LA RCSA: Hearing a notion to change
to a 4 CP net hodol ogy.

COW SSI ONER CLARK: | will second the notion,
M . Chai r man.

CHAI RMAN LA RCSA: Hearing a notion, hearing a

second.

class, to

custoner.

ck with
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1 Al'l those in favor signify by saying yay.

2 (Chorus of yays.)

3 CHAI RMVAN LA ROSA:  Yay.

4 Opposed no?

5 Show t hat the notion passes.

6 So -- all right. So still on Block 8. W

7 have now just changed |Issue 71. |Is there any other
8 I ssue nunbers that need to be adjusted or

9 di scussed?

10 COW SSI ONER CLARK: | nove approval the

11 remai nder of the itens in Block 8 M. Chairman.
12 CHAl RMAN LA ROSA: Hearing a notion to nove
13 all remaining itens in Block 8. |Is there a second?
14 COW SSI ONER GRAHAM  Second.

15 CHAI RVAN LA ROSA: Hearing a second.

16 Al those in favor signify by saying yay.

17 (Chorus of yays.)

18 CHAI RVAN LA RCSA:  Yay.

19 Opposed no?
20 Show that all other itens in Block 8 have
21 passed as reconmended.
22 MR. MARQUEZ: Conm ssioner, | just wanted to
23 clarify. Since you were referencing the voting
24 bl ock before, you are referencing all specific
25 I ssues that we are not |eaving for the rates

premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



74

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

agenda?

CHAl RVAN LA ROSA:  Yes. Correct.

MR. MARQUEZ: GCkay. Thank you.

CHAI RMAN LA ROSA: Did I mss an item or did
| include an itemin here I should not have?

MR. MARQUEZ: No, just all -- the sane was all
| ssues were approved, and so | just wanted to nake
sure that we are going through 70, 72 through 77,
83 and 84 through 90.

CHAI RMAN LA RCSA:  Yes. | appreciate you
poi nting that out.

COW SSI ONER CLARK: W have defined them as
the bl ock, M. Chairman. That's what we are
| ooking at. So my assunption is that's what we are
voting on and approving each tine, is what's
sitting right in front of us.

CHAI RVAN LA RCSA: Right. So all of those
other itens within that block that will be taken up
at the 12/ 19 Agenda obviously are not included.
Awesone. Thank you for that.

kay. Let's nove now to bl ock --

COW SSI ONER GRAHAM N ne.

CHAl RMAN LA ROSA: Nine. Just -- | am|l ooking
at the tinme, and I not sure. | nean, we all have
kind of, of course, our thoughts on this. | am not
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trying to rush anything, but are we okay w thout a
break or anything between now and whenever we

finish? GCkay. W have two bl ocks ago. All right.

Il will look, then, to ny right.

So let's goto -- let's nove to Block No. 9,
which is Itens 94 through 110. | wll start with
94.

So 94 is the subsequent year adjustnents.
Here are ny thoughts:

So we have a long history of approving
mul ti year plans and SYAs through assessnents, of
course, as being in the public interest. | agree
wi th how staff has considered this, and how t hey
have laid this out.

So looking at the rec -- let nme make sure |
got my right notes in front of ne -- | agree with
maki ng adjustnents for inproved safety,
reliability, operation efficiencies. | have a
concern where it says, whether the projects wll
put pressure on the conpany's ability to earn
Wi thin the range of return, right.

The | aw has changed, right, fromrecently. So
when | | ook at 377, and kind of the point that |
made earlier, was within that, ensuring and

resilient and reliable energy supply, with an
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enphasi s on diverse supply of donestic energy
resources. |If we see sonething that we want to
include, | don't think it should be -- | don't
think the conpany shoul d be punished, or | think
there should be an incentive at the end of the day
for themto continue to push for operationa
opportunities.

So with that, | amleaning both from how we
are reading the statute and what's been | aid out
wWithin the record, I amleaning on striking the
pressures on the conpany's ability to earn within
the range of return. So different -- slightly
different fromthe way staff has laid that out for
us in Issue 94.

Thought s or questions, Conm ssioners?

Comm ssi oner Fay, you are recogni zed.

COW SSI ONER FAY:  Thank you, M. Chairman. |
just have one question for staff.

So just in readings that, it's -- based on the
recommendation, it's, as the chairnan stated, wl|
put pressure on the conpany's ability to earn
withinits return of -- the range of return.

So historically -- 1 nean, obviously, when the
utility noves either above or bel ow the range,

typically that triggers, you know, a rate case, or
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at |l east some formof review. For this, | think --
can you give clarity? 1Is it stating that it needs
to fall below, or just kind of nove in that

di rection?

M5. NORRIS: The intent of that |anguage woul d
be falling bel ow that range.

COW SSI ONER FAY: Ckay. And so would that
lend itself to the larger the project, the higher
the possibility that they would trigger that ROE,
drop bel ow t hat ROE?

M5. NORRIS: Correct. Definitely within that
sensitivity analysis would be | ooking at, again,
the | arger inpacts of, you know, the total project.

COW SSI ONER FAY: Ckay. One foll owup, M.
Chai r.

Is it viable that there are proj -- based on
what the Chairman is nmentioning here about that,
nmoving in that direction, is it viable that you
coul d have a project that doesn't essentially
trigger the falling bel ow the RCE, but that puts
the utility in a position that would have to cone
in for a rate case?

M5. NORRIS: Wthout specifically, | think,
for the conpany to evaluate that in terns of what

would bring it in, but |I think that's just
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traditionally would be the netric that we would

| ook at -- or that would be, you know, reviewed by
and large for if that woul d necessitate addressing
rates, say in, like, a limted proceeding, or
something like that, or a full blown rate

pr oceedi ng.

COW SSI ONER FAY: Ckay. Because in the
previ ous settlenments for that rate, we have that
trigger conmponent, and then sonething could be
filed by either an intervenor or utility. Wth
this, I think what we are saying is it would, at
that point, alnost be up to the utility to decide,
is it worthwhile to cone back in at that point,
dependi ng on how close it gets that |ine?

M5. NORRIS: Correct. Right. It wuld --
several variables would then play in that --

I ncluding that analysis within the recommendati on
Is there are many variables in play, especially the
farther out you go in terns of different inputs
that you would | ook at that RCE analysis as far as
whether it would drop them bel ow t he range.

COW SSI ONER FAY: (kay. Gotcha. Yeah,
because, | nean, | know we see, like, historically
t he SoBRAs and GBRAs, |ike, they cone in, but they

are, like, they are very |imted proceedi ngs as
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conpared to then forcing a utility, on a

| arge-scal e project, forcing themto file a new
rate case and cone in and deal with that. Even if
it's -- maybe it doesn't trigger, but it's still a
| arge asset that's put into service.

| mean, it seens |like that's a big gap, is
that fair to say? | nmean, you guys do the work on
a |lot of those hearings, so behind the scenes, the
staff workload, it's probably nothing conpared to a
rate case, | would presune.

M5. NORRIS: The filings and subsequent
filings for those SoBRAs and GBRA that, again, are
created as a result of settlenents, but in terns of
t hose docketed -- those dockets, far less -- nore
narrow focus in terns of processing themfromthe
staff and the Comm ssion's standpoi nt.

COW SSI ONER FAY:  Okay.

M5. NORRIS: A lot of it just |ooking at just
tariff approval s and, you know, verifying the
I nputs and what was previously approved, so a much
smal | er scal e proceedi ng.

COW SSI ONER FAY: CGotcha. OCkay. Yeah, |
presune nobody wants to see us nore than they have
to, but maybe that's a fal se presunption, so --

okay, that answers ny questions. Thanks, M.
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Chai r man.

CHAl RVAN LA ROSA:  Conmi ssioners, further
guestions?

Conmi ssi oner Cl ark, you are recognized.

COW SSI ONER CLARK:  This one, | guess, kind
of slipped by ne, | didn't -- so what would -- if
the utility is earning below the rate of return,
why would we be calling themin for a rate case?

Did I mss sonething there?

M5. NORRIS: | don't believe it would be us,
per se, calling in. 1 think it would | ook at the
magni t ude of these projects, | guess. The way the

conpany laid out the request was that in this
subsequent year, these projects were of such a
magni tude that they would potentially drop bel ow
their, you know, range of return, therefore, they
woul d request that. In this --

COW SSI ONER CLARK:  They woul d want to cone
back - -

M5. NORRIS: -- we would | ook at that --

COW SSI ONER CLARK:  kay.

M5. NORRIS: -- instead of -- because they
woul d potentially evaluate comng in for a limted
proceedi ng i n a subsequent year, versus us | ooking

at it at this juncture and, you know, again,
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agreeing to looking at that type of step increase
I n a subsequent year.

COW SSI ONER CLARK:  Okay. That's a
sel f-induced issue and triggers, typically,
external factors, |ike, you know, the treasury
rate --

M5. NORRIS: Right. Right. So if the RCE had
trigger --

COW SSI ONER CLARK:  So that was kind of what
was confusing ne.

M5. NORRIS: R ght yes.

COW SSI ONER CLARK:  Ckay.

M5. NORRIS: More so, yeah, a decision --

COW SSI ONER CLARK:  Ckay.

M5. NORRIS: -- a decision point triggered
fromthat point. Yes.

COW SSI ONER CLARK: Ckay. Thank you.

CHAl RVAN LA RCSA: Fair to say, though, that
each project would be separately considered and for
all different types of reasons --

M5. NORRIS: Absolutely. Absolutely. And I
think that's why, in laying out that rubric within
| ssue 94, is that they woul d absolutely be
considered on their own in terns of, |ike you said,

reltability, need, and that just -- that was laid
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out as one conponent of that, yeah.

CHAI RMAN LA RCSA: O her thoughts or
guestions?

Commi ssi oner Fay, you are recogni zed.

COW SSI ONER FAY:  Just one qui ck foll ow up.

So how would a utility file -- so to your
point of, for exanple, if one of these projects
under an SYA was found not to be appropriate here,
there is nothing that precludes the utility from
then comng in at a later date and submtting a
project to the Conmm ssion for approval, correct?

M5. NORRIS: That's correct. And that's kind
of in laying out the request, was that that woul d
be envisioned potentially as say like a limted
proceedi ng down the road, and perhaps avoi di ng that
qui ck turnaround and filing that type of request.
But they could petition the Conm ssion with a
limted proceeding for, you know, specific
proj ects.

COW SSI ONER FAY: Okay. And | think you are
probably going to say it depends on what that
project is, but, | nean, | ampresuning there is
still -- there is still a lot that goes into that
filing. So as distinguished froma SoBRA and GBRA

that's been approved --
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M5. NORRI'S: Correct.

COW SSI ONER FAY:  -- and then cones in for
sort of a finalization, there is essentially a
filing, or a proceeding that is initiated, and then
goes through the process for approval, is that --

M5. NORRIS: Correct. So a limted proceeding
bei ng nore focused on the request as they laid out,
you know, |ooking at the actual projects and the
di fferent aspect costs, you know, reasonabl eness,
et cetera, would be |ooked at in alimted
proceeding to a greater degree; whereas, these
other feelings filings are nore, again, nore so
tariff approvals. They have |aid out the anounts
that were involved in each project, et cetera, and,
again, those are nmuch -- a snmaller scal e docket
versus a |imted proceeding, would have a | ot nore
facets that staff would review over that.

COW SSI ONER FAY: Gotcha. Gkay. Thanks.

CHAI RMAN LA ROCSA: kay. So if the earnings
test was renoved, you don't think that
dei ncentivi zes the conpany?

M5. NORRIS: So -- and | guess kind of, maybe
just to step back inthat. | think the way that it
was laid out in this request is nore so, you know,

certainly any conpany woul d have year in year out
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different plant inprovenent investnents they would
make.

And so | really think with that entered into
t he whol e conversation with SYAis really just
saying, for that reason, we are asking -- you know,
It's beyond just the normal plant capital
I nvestment we would | ook at in a year-in year-out
basi s, and based on that magnitude, we believe
that, you know, the petition would request now for
that step increase in that subsequent year for,
say, for this case, | guess, 2026 plant additions.

So that's where | believe the genesis of that
in terns of |ooking at how we woul d review t hose
subsequent year requests. And certainly in this
case, there is two different types. There is the
annual i zati on of those projects that were put on in
25 in the projected test year, and perhaps the
I npact of not including that full -- recognizing
the full capital investnent, that would al so have
an affect potentially within that range. But
again, this is specific nore so to those projects
that were going to conme on line in a subsequent
year.

So in ternms of the deincentivizing, | think

It's -- | don't know that | could necessarily speak
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to that for those subsequent year projects.

CHAI RMAN LA ROCSA: kay. | guess ny point is
that is this tying our hands down the road?

MR. MARQUEZ: Could you repeat the question,
pl ease?

CHAI RVAN LA RCSA: Yeah. Is this tying our
hands down the road?

MR. MARQUEZ: In terns of what, the revenue
test?

CHAI RVAN LA ROSA:  Yes.

MR. MARQUEZ: It could, right, it could
restrict the Conm ssion from considering or
approvi ng subsequent year adjustnents on the other
factors that, M. Chairnman, you articul ated today.

CHAI RMAN LA ROCSA: Al right. Thank you

Comm ssi oners, any other thoughts or

questi ons?

Well, you know where | stand in wanting to
make a change. |If there is --
COW SSI ONER CLARK: | will take -- M.

Chai rman, that was a very good point, kind of the

i ghtbul b went off for me right there when you said

that. You tie our hands with the |anguage. If it
was a project that cane in that was -- mght cause
an underearning for a period of tinme, | think we
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woul d be -- would be --

| will nove to approve item-- Issue No. 94,
with the exception of striking the |ast sentence,
whet her the project will put pressure on the
conpany's ability to earn within its range of
return.

COW SSI ONER GRAHAM  Second.

CHAI RVAN LA ROCSA: Hearing a notion and
hearing a second, | want to hear fromstaff. |Is
that notion --

COW SSI ONER CLARK:  Coherent ?

CHAI RMAN LA RCSA:  Yeah, and the light is an
i ndi cat or by any neans.

COW SSI ONER CLARK:  You understand what ny
redneckese?

CHAl RVAN LA ROSA:  Yeah. 100 percent. So
let's take a five-mnute break wth the notion on
t he tabl e.

(Brief recess.)

CHAI RMAN LA RCSA: Al right. Wll, sorry for
the -- throwing the cards up in the air and | ooki ng
around and having to pick themall up and put them
back i n order

So let's -- so there was a notion on the

table. W broke. Staf f wanted to di scuss, | am
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assum ng has sone conments with regards to the
notion that's been nade.

M5. HARPER W just wanted to clarify that by
i ncludi ng these earnings statenents, it would be a
consi deration. How nuch weight you give it is up
to the Commssion. |It's certainly not going to
mandat e an outcone, but it is something that is
presented as a consideration in this issue.

MR. BALLINGER: And | would like to add --

CHAI RVAN LA ROSA:  Sure.

MR. BALLINGER -- that it was -- the earnings
test was really proposed by TECO as the
justification for having a subsequent year
adjustnent, is that it would inpact their earnings
I's why they needed the relief in the subsequent
year. And to, innmy mnd, to get rid of it, you
get rid of the guardrails of having a range on a
rate of return.

Uilities add capital every year, you know,
every nonth, they are adding capital, and it
I npacts their earnings when they do that, but you
have growt h and revenue and other things to of fset
t hat .

So |l think it is a inportant consideration for

you to look at in these |arger projects, and what
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1 the inpact is on earnings, but it's not dispositive
2 of what you have to do in the future.

3 CHAI RMAN LA RCSA: kay. So | will kind of

4 go, then, to where | -- where ny |last question was,
5 was it tying our hands in the future. You are

6 saying we could put the weight that we so feel is

7 necessary on it. Are we limted in any other way?
8 MR. BALLINGER: | don't believe you are.

9 don't believe you are. | think it's just a

10 consideration to ook at on a project that's

11 brought forward, and | ook at these safety,

12 reliability, whatever, and earnings, what's the

13 i npact of this project, and then nake your

14 deci si on.

15 CHAI RVAN LA ROSA: Al right. Conm ssioners,
16 questions or thoughts? | don't knowif that's

17 hel pful to you, or if there is anynore questions to
18 ask of staff.

19 Conmmi ssi oner Fay, you are recogni zed.
20 COW SSI ONER FAY: M. Chairman, just one
21 qui ck question, which I think, hopefully, would
22 make sone of this process a little bit nore
23 simplified, if there is such a thing on a conpl ex
24 i ssue like this.
25 The recommendati on does state that -- and this
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Is sonething that | sort of battled with a little
bit to get sonme clarity. But it does state in the
recommendation that we ook -- and the SYAs wl|
substantially inprove the safety, reliability or
operational efficiency, and whether the projects
W Il put pressure on the conpany's ability to earn
wthinits range of return. It doesn't say, and
conpany earns below the rate of return, right?

So | think the reconmendation itself even sort
of gets at what you were recommendi ng, or what you
were stating on this, and so | don't see a conflict
kind of what's in front of us and what you are
proposi ng, but maybe | aminterpreting that a
little too liberally. Maybe staff can clarify for
nme. It doesn't seemto say you have got to trigger
bel ow ear ni ngs.

M5. NORRIS: That's correct.

COW SSI ONER FAY:  Ckay.

CHAI RMAN LA RCSA:  Yeah. So here's nmy comment
and thought, and | appreciate you pointing that
out .

| think it's left very anbi guous, at the end
of the day, as it's stated. | would maybe retract
or nove away from but feel that this is nmaybe

sonething for us to tal k about further at naybe at
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sonme future point, but feel |ike how this has kind
of come up in this case, I -- if | could go back in
time, | would probably spend nore tinme and maybe

ask nore questions on it, but that's not what we
have in front of us. W have what we have.

So | am okay noving away fromwhere | was. |
had good di scussion overall, but just feel |ike
overall it has been kind of |eft ambi guous, and I
think that's kind of maybe just where it lies, so |
amw lling to accept it, but not overly excited.

Commi ssi oners, further thoughts or questions?

So let's, then, nove from94, off of 94 -- go
ahead, Comm ssioner -- oh, gotcha. So let's -- |
appreci ate you bringing that up.

Al right. So we have a notion and a second,

assum ng that nenbers still feel the way that they
do, we wll take that notion -- take that notion
up.

Al'l those in favor signify by saying yay.

(Chorus of yays.)

CHAI RVAN LA ROSA:  Yay.

Opposed no?

COW SSI ONER FAY: Can we just restate the
notion just so --

CHAI RVMAN LA ROSA:  Yeah. Go ahead. Let's
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restate the notion.

COW SSI ONER CLARK:  The notion as | made it,
M. Chairman, was to approve Issue 94 with the
exception of ny proposal to strike: And whether
the projects will put pressure on the conpany's
ability to do so within its range of return. M
notion is to strike that sentence and approve it
ot herw se.

COW SSI ONER FAY:  Ckay.

COW SSI ONER CLARK:  That was the notion and
t he second.

COW SSI ONER FAY:  And that, | guess -- M.
Chai rman, that's not necessarily consistent with
what we just discussed, so | amnot trying to
conplicate Comm ssioner Clark's notion, but | just
-- | want to be clear that the discussion was that
It would have an inpact on it, not that it would
trigger it. So | guess | can vote how | want to
vote if we don't want to back it up.

CHAI RMAN LA ROSA: No. W are going to make
it clear.

So | amgoing to go, then, back to staff and
just can | ask, then, as the notion has been nade,
how does that change the factors? | amnot sure if

| am asking that correctly, but how does that
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change the factors that -- for us to consider?

M5. HELTON: Let ne take a stab, and | am
hoping that | get corrected if | amnot stating
this correctly.

As | understand Conm ssioner Cark's notion,
then he is renoving that particular factor with
respect to the Conmssion's ability to earn within
Its range of return, he is renoving that as a
factor for consideration when | ooki ng at subsequent
year adjustnents.

COW SSI ONER CLARK:  That was correct.

CHAI RVAN LA RCSA: kay.

COW SSI ONER CLARK:  Vote the notion down and
make a new notion if that's the body's privilege.

CHAI RMAN LA ROSA: Al right. So hearing a
noti on and hearing a second.

Al those in favor signify by saying yay.

COW SSI ONER CLARK:  Yay.

CHAI RMAN LA RCSA:  (Opposed no?

COW SSI ONER FAY:  No.

CHAI RVAN LA ROSA:  No.

Show that the notion fails.

Do we want to rediscuss the issue will nove
on? kay. Move on?

COW SSI ONER FAY: M. Chairman, in hopes of
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maybe finalizing this, so as stated through the
recomrendati on that sonme wei ght would be given to
that return, which just staff pointed out, was
somet hing that TECO put forward in their filing,
woul d nove that we approve staff's recomendati on
on |Issue 924, unless you want to take it al
together. That's fine, | just want to nmake sure
nobody has anot her issue that they want to --

CHAI RMAN LA ROCSA: kay. So hearing a notion
for that, is there any other issues that another
Conmmi ssioner would like to bring up? Seeing none,
so hearing a notion.

COW SSI ONER FAY:  Yeah, if not, then, M.
Chai rman, then what | would do is | would nove for
approval of staff's recommendation on |Issues 94
t hrough 110.

CHAl RMAN LA ROSA: Issues in Block 9, Issues
94 through 110, is there a second?

Question, Comm ssioner Passidonp Smth.

COW SSI ONER PASSI DOMO SMTH: | am sorry.
The only think I just want to just clarify |Issue
101, because we denied staff's recommendati on on
| ssue 22. | nean, this is a fallout sort of
situation | guess, but that we would deny staff's

recomrendati on on I ssue 101, is that correct,
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staff?

MR. BALLI NGER: Correct.

CHAl RVAN LA ROSA: So we will conme back --

COW SSI ONER PASSI DOMO SM TH:  Can you nake --
yeah, thank you.

CHAI RMAN LA ROSA: kay. | amgoing to --
am going to bring up one nore issue, is that fair?

COW SSI ONER FAY:  Yeah. Absolutely. | am
happy to, M. Chairnman, whatever you would like to
do.

CHAl RMAN LA RCSA: Yeah, so |Issue 102 --

COW SSI ONER FAY: M. Chairman, can | just
wi t hdraw ny notion then?

CHAI RVAN LA ROSA:  Yeah. So the notion has
been w t hdr awn.

Let's nove -- | amgoing to bring up |Issue
102, and again, apologize as | kind of put ny notes
t oget her, right.

So Issue 102 is the Pol k Fuel Diversity
Project. So for simlar reasons why | felt about
the South Tanpa Resiliency Project, | feel this has
simlar, kind of simlar neaning behind it, right.

Again, in |ooking through the statute and
under standi ng kin of the direction that we are at,

| felt that, you know, this ultimately woul d
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1 mtigate natural gas spikes if that was to occur,

2 adds a second fuel source in the event that there

3 is a major hurricane, of course, or other natural

4 cause that would nmess with natural gas supply.

5 | think there was testinony, fair testinony by
6 the conpany within -- to include this project. So
7 | would like to -- | amleaning on noving to have

8 the Pol k Fuel Diversity Project included in the

9 2027 SYA. So -- well, that's where | stand. |Is

10 there further discussion on it?

11 Go ahead, Comm ssioner Fay.

12 COW SSI ONER FAY: |Is there any discussion on
13 it, I think? So | will just weigh in. | nean, |
14 think back -- the itemitself, Issue 24 that we

15 dealt with is the main conponent of this. You are
16 speaking to be the SYA, which is Issue 102, rel ates
17 to the 2027 SYA?

18 CHAI RVAN LA RCSA:  Correct.

19 COW SSI ONER FAY: (kay. Gotcha. Al right.
20 M5. NORRIS: Just to clarify, with that, it

21 woul d be placed in service in 2026. So there would
22 be a conponent in the 2026 SYA, and then the

23 annual i zed portion to recognize the full investnent
24 would be in a '27 SYA. So as it stands currently,
25 we don't have that '27 conponent based on that, but
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1 it would affect both of those years.

2 CHAI RMAN LA RCSA:  '26 and ' 277

3 M5. NORRIS: Yes, sir.

4 CHAI RVAN LA RCSA: (kay.

5 COMW SSI ONER FAY: And is this currently as

6 proposed annual i zed from'25?

7 M5. NORRIS: M understanding is Pol k fue

8 diversity would go into service in '26, | believe.
9 So it would be '26 and '27. This was not '25.

10 Engi neering could probably --

11 MR. BALLINGER: Right. Conm ssioner Fay, you
12 are -- there is the Polk Flexibility Project and
13 the Pol k Fuel Diversity Project. They are two

14 separate projects.

15 COW SSI ONER FAY:  Ckay.

16 MR. BALLINGER. So it wasn't tied to |Issue 24
17 at all.

18 COW SSI ONER FAY:  Ckay.

19 MR. BALLINGER: The Fuel Diversity Project is
20 going into service in '26, so it would have an

21 i ncrenental inpact in '26, and al so an

22 annual i zation into '27, is what | think is on the
23 t abl e.

24 COW SSI ONER FAY: Perfect. Ckay.

25 CHAI RVAN LA RCSA: | think that's clear.

premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



97

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

kay. Any -- | appreciate that. Thank you,
staff.

Any further questions or discussions on that?
If so, | amwlling to pass the gavel to
Commi ssi oner G aham

COW SSI ONER GRAHAM  Chairman La Rosa, you
are recogni zed.

CHAI RVAN LA RCSA: Thank you. | should have
asked for that before |I handed it to you.

So | nove to find that the Pol k Fuel Diversity
Project is prudent and included as staff has |aid
out in '26 and ' 27.

COW SSI ONER GRAHAM  There is a notion. |Is
there a second?

Ckay. The notion and duly seconded.

Any further discussion on the notion?

Seeing none, all in favor say aye.

(Chorus of ayes.)

CHAI RVAN LA RCSA:  Any opposed?

COW SSI ONER FAY:  Aye.

COW SSI ONER GRAHAM  One opposed.

By your action, you have approved the notion.

M. Chairman.

CHAI RMAN LA RCSA: Wl |, thank you.

So let's nove -- well, we are still in Block
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1 9. Is there any other discussion on any ot her

2 i ssues in Block 9? That one was interesting.

3 Al right. So we will take a nmotion, if there
4 is a notion, to nove the remaining issues in Block
5 9.

6 Let's go to staff. Staff.

7 M5. BUYS: The Issue 105 needs to be denied

8 because of the South Tanpa project, because we wl|
9 have to update the O&M expenses.

10 CHAI RMAN LA RCSA: Yeah. Can we go into a

11 little nore depth on that? So how woul d 105 then
12 be affected specifically?

13 M5. NORRIS: It would be multiple conponents
14 where if there is O&M associated with that, the

15 Sout h Tanpa piece that was in '26, so there -- it
16 woul d al so be as well as what, 107 as well. So

17 really, you could view it as the fallout of

18 all ow ng South Tampa, technically it would be

19 anendi ng what staff would have recomended in those
20 | ssues.
21 CHAI RMAN LA RCSA: kay. So that's al
22 consi dered fall out.
23 M5. NORRIS: Considering that's anenable to
24 GCL. Is that --
25 CHAI RVAN LA RCSA: Is that fair?
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MR MARQUEZ: Yep.

CHAl RMAN LA ROSA:  Ckay. Al right.

M5. NORRIS: As well as 103 being the rate of
return based on the Commi ssion's decision in 39, as
t hat bounces back off of their Issue 39. So the
rate of return would be affected by the change in
39, and it would flow through, so --

CHAI RVAN LA RCSA: Ckay. And | think that's
fair to bring up as a fallout issue as well. |
will ook for confirmation.

M5. HARPER  Yes.

CHAI RMAN LA RCSA:  Yes. Thank you.

Al right. So it sounds like | got a notion
on the table to approve all remaining issues in
Block 9. |Is there a second?

COW SSI ONER FAY: M. Chairman, if you woul d
al |l ow ne.

CHAl RVAN LA ROSA: Go ahead.

COW SSI ONER FAY: kay. Thank you.

So I woul d nove for approval of staff
recommendation on all issues in Block 9, which
excludes 102, which already has been addressed by
t he Comm ssion, and include fallout for 103 and
105, or any other fallout within these issues, and

adm ni strative authority to do so.
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COW SSI ONER GRAHAM  Second.

CHAI RMAN LA RCSA: Hearing a notion, and
heari ng a second.

Al'l those in favor signify by saying yay.

(Chorus of yays.)

CHAI RMAN LA ROSA:  Yay.

Opposed no?

Show that Block 9 is approved and nodifi ed
accordi ngly.

Al right. Let's nove to Block 10. These are
now | ssues 11 through 121, |ssues 11 through 121,
with the exception of 117, which we will take up at
the 12/19 Agenda.

Commi ssi oners, do we have any questi ons,

t houghts on any of those issues?

Ckay. Seeing none, is there a notion on the
t abl e?

COW SSI ONER GRAHAM  Move st af f
recommendation on Block 9 -- | amsorry, Block 10.

CHAI RMAN LA RCSA: Hearing a notion, is there
a second?

COW SSI ONER CLARK:  Second.

CHAI RMAN LA RCSA: Hearing a notion and a
second.

Al those in favor signify by saying yay.

Premier Reporting
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(Chorus of yays.)

CHAI RVAN LA ROSA:  Yay.

Opposed no?

Show t hat Bl ock 10 is approved per staff's

reconmendat i on.

Let's now go -- | guess, yes, sSir.
MR, FUTRELL: M. Chairman, | just want to
mention while we are still on the record here that

in Issue 71, the Conm ssion approved the 4 CP cost
of service nethodology. And we just want to note
that in 72, you approved that issue, but that 72

al so should reflect the 4 CP nethodol ogy. And
there is a nention in the staff analysis that makes
this conditional upon the approval of 71, and that
our understanding is your intention is that 4 CP
will carry forward into 72 on transm ssion as well,
and be consistent.

So | don't think we are asking for a vote
here. W just want to clarify in the discussion
here that the vote on 71 will also be consistently
applied in 72 on transm ssi on

CHAl RMAN LA ROSA:  Conmi ssioners, is there
opposition to that? Seeing no opposition, that's
accurate, yes.

Ckay. You want to take out fallout issues?
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1 Is there an appropriate way of doing that? Yeah,
2 go ahead.

3 M5. HELTON: M. Chairman, maybe if we could
4 just get a notion that, you know, you have not

5 noved staff on all issues, and so all of your

6 decisions to deny staff wll affect other issues,
7 not all other issues, but sone other issues.

8 So if you would give staff adm nistrative

9 authority to nake the appropriate changes in the
10 remai ni ng i ssues based on your votes where you

11 denied staff, that would be, | think, appreciated.
12 CHAl RMAN LA ROSA: |Is sonmeone willing to take
13 a stab at that?

14 COW SSI ONER GRAHAM | think we will nove
15 staff recommendation on all issues, also giving
16 them adm ni strative authority for changes, and

17 deni al s, and anendnents that we have nmade on al

18 t he ot her previous bl ocks.

19 CHAI RMAN LA RCSA: Hearing a notion, is there
20 a second?

21 Al right. Hearing a notion and a second.

22 Al'l those in favor of the notion to all ow

23 staff to make the necessary changes as fall out

24 i ssues signify by saying yay.

25 (Chorus of yays.)
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CHAI RVAN LA ROSA:  Yay.
Opposed no?

Show that the fallout issues are then taken

care of.

Al'l right. 1s there any other business that
we need to address? Seeing -- all right, seeing
none, thank you all. Again, staff, | appreciate

your work on this. This was very nuch a uni que
case, and | appreciate you |aying out the way that
you did, and certainly all the work that's gone
into it.

So seeing no further business before us, see
that this meeting is adjourned.

(Proceedi ngs concl uded.)
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 01                   P R O C E E D I N G S

 02            CHAIRMAN LA ROSA:  All right.  Today's is

 03       still December 3rd.  This is our Special Agenda

 04       Conference.  Let's go ahead and start with Ms. Buys

 05       for a quick introduction.

 06            MS. BUYS:  Good morning, Commissioners.  I am

 07       Penelope Buys with Commission staff.

 08            Today's Special Agenda is to address the

 09       petition filed on April 2nd, 2024, by Tampa

 10       Electric Company seeking Commission approval of a

 11       base rate increase.  This recommendation also

 12       addresses additional dockets related to

 13       depreciation and generation based rate adjustments

 14       many.

 15            TECO is an investor-owned electric utility

 16       providing service to approximately 844,000

 17       customers in Hillsborough and portions of Polk,

 18       Pasco and Pinellas Counties.  TECO's last base rate

 19       hearing was in 2021.  In that proceeding, the

 20       Commission approved an unanimous settlement

 21       agreement.

 22            Two virtual customer service hearings were

 23       held on June 10th and 11th, 2024, and one in-person

 24       service hearing was held in Tampa on June 13th,

 25       2024.  A total of 53 customers testified at the
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 01       service hearings.  An administrative evidentiary

 02       hearing was held August 26th through 30th, 2024.

 03            Staff has prepared a suggested voting block

 04       chart to address the revenue requirement issues in

 05       this docket.  The subsequent issues, Issues 78

 06       through 82, 93 and 117, will be brought before the

 07       Commission at the December 19th, 2024 Special

 08       Agenda.

 09            This is a post-hearing discussion with

 10       participation limited to Commissioners and staff.

 11            Staff provided an oral modification which

 12       provides clarification, corrects typographical

 13       errors and does not change the overall staff

 14       recommendation.

 15            Staff is available for questions.

 16            Thank you.

 17            CHAIRMAN LA ROSA:  Thank you, Ms. Buys.

 18            Commissioners, so before us we should have

 19       basically called a block schedule, right, of

 20       individual blocks with issues within each one.

 21       Everyone has that, are comfortable with that.

 22            So what I would like to do is go kind of block

 23       by block, Block 1, 2, 3 and thereon, and we will

 24       talk about an issue if you want to pull an issue

 25       out of it and discuss it, or make alterations, or
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 01       whatever the, you know, we decided to do, if we are

 02       okay with that, right?  So we will go block by

 03       block if good.

 04            So let's go ahead and start off with Block No.

 05       1, which is Issues 1, 2 and 3.  Commissioners, is

 06       there discussions on any of those issues?

 07            COMMISSIONER CLARK:  Mr. Chairman.

 08            CHAIRMAN LA ROSA:  Sir, you are recognized.

 09            COMMISSIONER CLARK:  Yes, sir.  I just wanted

 10       to -- one of the issues in Block 1 that I have some

 11       concern with is Issue No. 2 in terms of the

 12       weatherization.

 13            I read the recommendations.  I reflected back

 14       on the testimony, and I just had some, I guess,

 15       disagreement with changing to a 10-year.  I know

 16       TECO has typically used a 20-year weather

 17       normalization forecast.  I tend to agree with that.

 18       I just did not find compelling the arguments that

 19       climate change was warranting switching to a

 20       10-year forecasting methodology.  And I would just

 21       advocate that we look at leaving it at the

 22       20-year -- the 20-year forecast, Mr. Chairman.

 23            CHAIRMAN LA ROSA:  Thank you, Commissioner.

 24            And I will just kind of add to that comment

 25       that I agree wholeheartedly.  I agree with how
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 01       staff, you know, initially kind of framed it with

 02       using some of the out-of-model adjustments, but

 03       agree with you that for us to make a move like

 04       that, it needs to be a pretty high threshold, and I

 05       don't know that this record ultimately meets that.

 06       So I would agree with you in that change.

 07            Is there any further discussion on Issue 2

 08       specifically that Commissioner Clark has brought

 09       out?

 10            COMMISSIONER CLARK:  Do you want to take a

 11       motion on the block as a whole, Mr. --

 12            CHAIRMAN LA ROSA:  Yeah, if so, let's go ahead

 13       and take a block -- take a motion on the block as a

 14       whole, and assuming I am want to hear an

 15       adjustments issue too.

 16            COMMISSIONER CLARK:  Yes.  I would move

 17       approval of staff recommendation on Block 1 with

 18       the exception noted that the 10-year forecast be

 19       changed to 20.

 20            CHAIRMAN LA ROSA:  Is -- I am going to look to

 21       staff.  Is that adequate the way that motion has

 22       been laid out?

 23            MR. MARQUEZ:  I believe so.  I just wanted to

 24       make sure I know that two Commissioners have

 25       expressed not wanting to adopt staff's
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 01       recommendation.  Is there a third, just so that we

 02       have --

 03            CHAIRMAN LA ROSA:  Well, we will find out here

 04       real soon if there is a third, right?  I think so.

 05       Okay.  Oh, excellent.  I am sorry, I had my head

 06       down.

 07            So I guess I will go back to staff.  We are

 08       good to move?

 09            All right.  So hearing a motion on Block 1,

 10       Issues 1, 2 and 3, is there a second?

 11            COMMISSIONER GRAHAM:  Second.

 12            CHAIRMAN LA ROSA:  All right.  Hearing a

 13       motion, and hearing a second.

 14            All those in favor signify by saying yay.

 15            (Chorus of yays.)

 16            CHAIRMAN LA ROSA:  Yay.

 17            Opposed no?

 18            Show that Block 1 passes as modified.

 19            Commissioner Fay, you are recognized.

 20            COMMISSIONER FAY:  I apologize, Mr. Chairman.

 21       I don't want to interrupt.

 22            On the first block, I wanted for clarity

 23       purposes, I support the motion as presented.  I

 24       thought that 10 was more favorable, but I think at

 25       a 20-year, it doesn't negate our ability to provide
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 01       an accurate or relevant forecast.  So I don't

 02       object to what was proposed, but with that said, I

 03       thought the 10-year was more appropriate.

 04            Thank you.

 05            CHAIRMAN LA ROSA:  Thank you.

 06            Okay.  Let's move to Block No. 2, which only

 07       has a single issue, Issue 4, which is quality of

 08       service.

 09            Commissioners, any discussions or thoughts on

 10       this block, Block 2?

 11            COMMISSIONER CLARK:  Move to approve staff

 12       recommendation on Block 2, Mr. Chairman.

 13            COMMISSIONER GRAHAM:  Second.

 14            CHAIRMAN LA ROSA:  Hearing a motion, and

 15       hearing a second.

 16            All those in favor signify by saying yay.

 17            (Chorus of yays.)

 18            CHAIRMAN LA ROSA:  Yay.

 19            Opposed no?

 20            Show that Block 2, Issue 4, passes as

 21       recommended.

 22            All right.  So let's now move to Block 3,

 23       which is Issues 5, 6, 7, 8, 9, 10, 11 and 12.  So

 24       Issues 5 through 12, Commissioners, is there

 25       discussion on this block?
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 01            Seeing none.

 02            COMMISSIONER CLARK:  Move to approve staff

 03       recommendation on all items in Block 3, Mr.

 04       Chairman.

 05            COMMISSIONER GRAHAM:  Second.

 06            CHAIRMAN LA ROSA:  Hearing a motion, and

 07       hearing a second.

 08            All those in favor signify by saying yay.

 09            (Chorus of yays.)

 10            CHAIRMAN LA ROSA:  Yay.

 11            Opposed no?

 12            Show that issues in Block 3 pass as

 13       recommended.

 14            All right.  Next up is Block 4, which is

 15       Issues 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23,

 16       24, 25, 26, 27, 28, 29, 30, 31, 32.  I apologize

 17       for reading them all out realizing that it's Items

 18       13 through 32.

 19            Is there questions?  Is there questions?

 20            Commissioner Graham, you are recognized.

 21            COMMISSIONER GRAHAM:  Thank you, Mr. Chairman.

 22            I think this is going to be my inner military

 23       brat coming out here.  Issue No. 22, the one on

 24       MacDill Air Force Base.  I find it difficult

 25       sometimes when my military asks me for things and I
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 01       tell them no, so I started digging a little deeper

 02       into this.

 03            Staff, walk me through this issue.

 04            CHAIRMAN LA ROSA:  Staff, you are recognized

 05       when you are ready.

 06            MR. DAVIS:  Okay.  This issue involves

 07       providing four RICE engines to operate on the

 08       MacDill Air Force Base.  The operation for MacDill

 09       will only take place in case of a national

 10       emergency, something like 9/11.  Other than that,

 11       the improvements would serve the ratepayers.

 12            And basically our recommendation is there

 13       really isn't a need for -- there is no reliability

 14       need for this facility.  There is awesome

 15       operational benefits, but really no reliability

 16       needs, so that's why we did not recommend going

 17       forward with this project.

 18            COMMISSIONER GRAHAM:  My issue with this one

 19       was I did see that there was some operational

 20       benefits to this.  Looking at several things us.

 21            Number one, looking at the peninsula that the

 22       military base is located on, I think it gives a lot

 23       of benefits to that location wise.  I think it

 24       gives benefits to all of TECO's area that --

 25       because if you look at the other two power plants
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 01       that they have, they are located over, we will call

 02       it more on the mainland, than out on this

 03       Peninsula.  And maybe to this date they haven't had

 04       any problems, but I see that may be problematic,

 05       and so there is a benefit to all the ratepayers

 06       there.

 07            The military is asking for this specifically

 08       for when there is a time of emergency.  We are not

 09       talking about a whole lot of megawatts here.  I

 10       believe there was something like 40 megawatts.

 11            MR. DAVIS:  Yes, Commissioner, let's see

 12       37 megawatts.

 13            COMMISSIONER GRAHAM:  37.  I was close.  And

 14       these being the reciprocating internal combustion

 15       engines, which I think work very well -- the staff

 16       mentions here talking about the solar panels, and

 17       the more and more solar panels we put out there.

 18       You know, on those cloudy days, when all of a

 19       sudden there is no juice coming through those solar

 20       panels, that's instantaneous -- that's more

 21       instantaneous power coming to when you need it

 22       where you need it.  And the cost-effectiveness of

 23       this, I think it's pretty awesome.

 24            The only pushback, and I get where staff is

 25       coming from.  If you look at their reserve margin,
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 01       I mean, they have plenty of reserve available, but

 02       I don't think that the military is asking for a lot

 03       here, and it's really not going to cost anybody any

 04       money in the long run, so that being the case, I

 05       think we should step out a little bit and help

 06       them.

 07            CHAIRMAN LA ROSA:  Yeah, Commissioner, I

 08       agree.  I think there is a $10 million benefit to

 09       customers, if I am reading through my notes.

 10            COMMISSIONER GRAHAM:  Net 10 million.

 11            CHAIRMAN LA ROSA:  Yeah, net $10 million, and

 12       that was pretty well spelled out.  I agree with

 13       you.  I think that these -- this source of energy

 14       production gives us the ability to strike the

 15       balance, and I think that's certainly important.

 16            I am going to go to Commissioner Fay,

 17       Commissioner Clark, if that's all right, because

 18       his light is on, and then we will come back to

 19       Commissioner Clark.

 20            Commissioner Fay, you are recognized.

 21            COMMISSIONER FAY:  Great.  Thank you, Mr.

 22       Chairman.

 23            I just -- I have got, I guess, a few questions

 24       and then a comment on the item, or maybe a few

 25       comments on the item.
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 01            First, let me just, I guess, fully understand

 02       the CPVRR.  So the analysis that was presented

 03       essentially provides 10 million and the net gain of

 04       a CPVRR, and your analysis excludes essentially

 05       three energy storage projects, and then all the

 06       other solar projects that are presented that would

 07       be in place before the in-service dated of this

 08       actual generation, correct?

 09            MR. DAVIS:  Yes, correct.

 10            COMMISSIONER FAY:  Okay.  Did you do a further

 11       analysis on if those projects were included into

 12       that CPVRR, what that number would be?

 13            MR. DAVIS:  No, we did not.

 14            MR. ELLIS:  In the sense we do not have in the

 15       record an alternative CPVRR analysis, with

 16       additional resources beyond those included in their

 17       initial review, which includes some of the solar,

 18       some of the energy storage and some other fossil

 19       generation as well.

 20            COMMISSIONER FAY:  Okay.  So that -- I guess

 21       to that point, it's a little bit unknown.  I mean,

 22       it's probably in the same sort of range depending

 23       on up and down what would fluctuate, but the

 24       recommendation it just essentially stating because

 25       those components aren't in the calculation, it's an
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 01       unknown, is that fair to say?  You are not saying

 02       the CPVRR is invalid, or in the red, or anything.

 03       You are just saying essentially we don't know.

 04            MR. DAVIS:  Correct.  Yeah.

 05            COMMISSIONER FAY:  Okay.  All right.  And then

 06       On the actual benefits of the project itself.  So

 07       the recommendation discusses some of TECO's points

 08       as to what benefits would apply.  If -- and I, you

 09       know, I grew up in Tampa.  I am well aware of the

 10       area.  I am thinking of where this base is located.

 11            I would presume that in some version of

 12       restoration, depending on what occurred, if -- you

 13       had mentioned, like, a severe event.  I guess it

 14       could be a number of things, either physical or

 15       cyber related, that component, for restoration

 16       purposes, would arguably be one of the top

 17       priorities for that entire area if power went down,

 18       correct?  Is that fair to say?

 19            MR. DAVIS:  Yes.

 20            COMMISSIONER FAY:  Okay.  And so I would

 21       presume that the resources for restoration purposes

 22       under -- without this project, like as of today,

 23       would go there first, at least some position of the

 24       resources would go there first.

 25            If this generation was available to the base,
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 01       I presume those resources would then be able to be

 02       utilized for areas around that base, in other

 03       words, residential, business and customers.  Is

 04       that a fair presumption?  I mean, we don't know

 05       what -- exactly how many resources, and where they

 06       would all be, but they at least wouldn't be sort of

 07       mandated or necessitated to go there first?

 08            MR. DAVIS:  Yes, sir.  That's correct.

 09            COMMISSIONER FAY:  Okay.  Yeah, this -- I

 10       mean, this is a really tough decision.  I can see

 11       the limitations based on that CPVRR.  I recognize

 12       that there is -- as Commissioner Graham said, there

 13       is absolutely some value.  I mean, we are -- it's a

 14       sort of, you know, tough dilemma in that there are

 15       some clear benefits and, you know, I just think

 16       when I read through this -- I actually pulled one

 17       of the sentences out of the recommendation which,

 18       to be honest with you, has caused me to have -- to

 19       literally have trouble sleeping.

 20            It says:  The STR Project is located ON

 21       MacDill Air Force Base, which agreed to lease the

 22       land at no cost to TECO in exchange for the

 23       provision of electrical service due to a validated

 24       threat against the Air Force Base.

 25            I think this is one of those projects where,
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 01       you know, if we had a clear CPVRR in the red, and

 02       we knew exactly what that looked like, we would be

 03       inclined to deny that.

 04            I think, Commissioners, we need to give

 05       serious consideration to the significance of this

 06       project, and what's presented, and recognize that

 07       maybe that component that's unknown could be

 08       outweighed by the benefits of this area.  So I am,

 09       like Commissioner Graham, going to support this,

 10       and I hope it's given serious consideration to be

 11       included in this rate case.

 12            Thank you.

 13            CHAIRMAN LA ROSA:  Commissioner Clark.

 14            COMMISSIONER CLARK:  I just -- I think there

 15       has been an ample amount said about the project.  I

 16       do also believe that it's extremely beneficial for

 17       our national security efforts.

 18            I see it as a reliability enhancement as well.

 19       I don't -- I am not sure how we can determine that

 20       it's not really needed for reliability.  I think

 21       there is certainly reliability implications that we

 22       can draw off of what's going happen here.

 23       Especially -- and Commissioner Fay's point, what's

 24       going to happen to the grid.  I don't know how

 25       TECO's system is set up, by my assumption is that

�0016

 01       they are able to isolate MacDill from the rest of

 02       the grid, and be able to feed just that portion.

 03       From a security perspective, it would make sense to

 04       me to do it that way, but that all of these

 05       resources be allocated to one of the most -- one of

 06       the most strategic command centers in the United

 07       States of America is located at this location.  I

 08       don't think I am giving away any national security

 09       information here, but I certainly see that as an

 10       important part of what we are doing, and it's part

 11       of our responsibility as well, Mr. Chairman.  I

 12       fully support the item.

 13            CHAIRMAN LA ROSA:  Thank you, Commissioner

 14       Clark.

 15            And I will just simply say I support the

 16       direction that we are going with this as well.

 17       When I look at the statute, you don't to kind of

 18       rehash and say word-for-word, but when I look at,

 19       you know, emphasizing the diverse supply of

 20       domestic energy, you know, resources, I think this

 21       -- this simply answers that question and it gives

 22       that level of comfort.

 23            I will look back to my Commissioners if there

 24       is any further thoughts on this.  We are talking

 25       specifically Issue 22.  I am going to stop us
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 01       before we take a motion, because I want to kind of

 02       lay out a few directions, but any further thoughts

 03       or discussions on Issue 22 specifically?

 04            Okay.  So the reason I stopped us was because

 05       I don't want to get confused, right, I am bringing

 06       up blocks.  But what I need to maybe do is identify

 07       the issues in the blocks and try to maybe kind of

 08       stay in numerical order.  I want to come back to

 09       14, so I don't want that to be overlooked when

 10       looking at Block 4.  But again, just -- we are on

 11       22, talking about the South Tampa Resilience

 12       Project.

 13            So let's pick it up kind of where we are at.

 14       We have all, you know, had some thoughts and

 15       comments.  Is there a motion specifically on Issue

 16       22 that we would like to change from what staff is

 17       recommending?

 18            COMMISSIONER FAY:  Mr. Chairman.

 19            CHAIRMAN LA ROSA:  You are recognized.

 20            COMMISSIONER FAY:  If you would allow me just

 21       to make clear with our staff.  I believe there

 22       would be some fallout for the approval of that item

 23       that would change some of our numbers, so I am

 24       happy to include those issues in our motion, or if,

 25       I think, maybe with the appropriate administrative
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 01       authority, we could -- it sounds like the

 02       Commission is prepared to approve this.  If we were

 03       to approve it, then those adjustments could be

 04       made.  I am happy do it either way.

 05            MR. MARQUEZ:  Commissioner Fay, that would be

 06       appropriated, and you can us to do that so that we

 07       can take into account all of the adjustments that

 08       the Commission is making today.

 09            COMMISSIONER FAY:  Okay.  Great.

 10            So with that, Mr. Chairman, what I would do is

 11       move for the approval of the South Tampa Resilience

 12       Project, which is counter to staff's

 13       recommendation, and include administrative

 14       authority to adjust any fallout issues.

 15            COMMISSIONER GRAHAM:  Second.

 16            CHAIRMAN LA ROSA:  All right.  Hearing and

 17       motion and hearing a second.

 18            All those in favor signify by saying yay.

 19            (Chorus of yays.)

 20            CHAIRMAN LA ROSA:  Yay.

 21            Opposed no?

 22            Show that Issue 22 passes as adjusted.

 23            I would like to move to Issue 14, if we can,

 24       in this same block.  And here's where I had some

 25       concern, and kind of going back and forth with it.
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 01            I felt like that this decision was a little

 02       bit premature in the sense that it was based on

 03       potential EPA rules that are not finalized, right?

 04       And that simply just kind of gave me a little bit

 05       of concern to not willing to want to include it

 06       within this case.  I understand how the grant

 07       works, and a lot of that money is coming from the

 08       federal government, but it felt like this was a

 09       little bit premature to approve this at this point

 10       in time.

 11            So that's where I stand on this, but I will

 12       open it up for any further discussions or thoughts.

 13       Talking about issue 14, the future environmental

 14       compliance recovery.

 15            Commissioner Fay.

 16            COMMISSIONER FAY:  Thank you, Mr. Chairman.  I

 17       feel like I am talking a lot.  It might be my

 18       Dayquil has kicked in here, so I apologize.

 19            So maybe if I could maybe just ask staff one

 20       or two questions here to make sure I understand

 21       clarity of the item itself.

 22            So as proposed, we have the initial assessment

 23       that would occur at the $18.2 million valuation, is

 24       that accurate?

 25            MS. BUYS:  That's correct.
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 01            COMMISSIONER FAY:  Okay.

 02            MS. BUYS:  It's a valuation.

 03            COMMISSIONER FAY:  Okay.  And then the reality

 04       is that if the Commission were to approve that

 05       component -- I guess two things.  One, that the

 06       assessment would show that the rest of the project

 07       is not viable.  And under that circumstance, the

 08       utility would no longer move forward, and that

 09       would kind of end the allocation and the cost for

 10       that.

 11            MS. BUYS:  If that's what it shows, yeah.

 12            COMMISSIONER FAY:  Okay.  And then if it does,

 13       it appears there are -- if it does show it to be

 14       worth moving forward, it appears there are some

 15       additional costs that would -- that are not being

 16       asked to be recovered in this rate case but are not

 17       covered by the federal funds that are being

 18       provided, is that --

 19            MS. BUYS:  That's correct.

 20            COMMISSIONER FAY:  Okay.

 21            MS. BUYS:  So with that extra cost that's not

 22       being recovered in this rate case, if the rule

 23       becomes effective, they will add that on to the

 24       project costs and go through the ECRC.

 25            COMMISSIONER FAY:  Okay.  And than it's my
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 01       understanding from the recommendation that --

 02       because I presumed with -- I mean, DOE has all

 03       kinds of funding that came from the IRA, and it's,

 04       you know, done different things, for better or

 05       worse, or whatever reason, money is just going out

 06       constantly on a federal level.

 07            So the funds itself for this project, are they

 08       allocated already to the utility -- are they

 09       allocated already to the utility, or is it like --

 10       is it one of these processes where depending on

 11       what step in the process they are then paid for?

 12            MS. BUYS:  I believe it's already allocated to

 13       the utility to do this project, just for this

 14       project.  They can't use it for anything else.

 15            COMMISSIONER FAY:  Okay.  And to that point,

 16       as the Chairman mentioned, if we don't have

 17       specific rules that take effect that essentially

 18       support this type of project, I would presume that

 19       would be included in the assessment at that time,

 20       and either, I guess, validated or invalidated, is

 21       that a fair sort of approach, or is the assessment

 22       more what's just viable for purposes of what the

 23       utility could do?

 24            MS. BUYS:  The assessment is to see if they

 25       can actually do the project.  And through
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 01       discovery, we actually asked them.  And they said,

 02       if the rule does not become effective, that they

 03       may still choose to pursue the project because

 04       there is tax credits through the IRA that they will

 05       get.  And essentially that will benefit the

 06       customers also.

 07            COMMISSIONER FAY:  Gotcha.  Okay.  So really,

 08       the project is the combination of the actual grant

 09       funding and the potential tax credits that would

 10       come with that value?  And is that -- is that

 11       apparent in the numbers that we have before us, or

 12       is that a separate adjustment on the tax credits

 13       line?

 14            MS. BUYS:  I couldn't tell you what the tax

 15       are.

 16            COMMISSIONER FAY:  Okay.  Yeah, I mean, Mr.

 17       Chairman, I absolutely have some concerns about

 18       this project.  I mean, I -- you know, it's

 19       interesting.  When I first saw it, I thought, okay,

 20       well, you know, it's an environmentally driven

 21       project with a bunch of federal funding that's

 22       being spent.  And then I looked at it, and Sierra

 23       Club opposes it.

 24            I mean, I think there is some valid concerns

 25       about spending 18.2 million on an assessment to

�0023

 01       determine if the project should move forward or

 02       not.  And that's based, as you mentioned it, Mr.

 03       Chairman, on a rule that may or may not be in

 04       place, depending on the next administration.

 05            So I have got my concerns with it, and, you

 06       know, I am not sure I am going to be able to

 07       support it today.  But I do think it's the right

 08       mentality of the utilities to basically recognize

 09       that these funds are being flowed out, and they are

 10       going to some utility.  They are going to some

 11       state.  They are going somewhere, and they don't

 12       want to be left behind in at least trying to move

 13       forward with some of these projects.  Because if

 14       they didn't, honestly, we may criticize them for

 15       doing that.

 16            So it's a really tough place to be in to

 17       decide if it's worthwhile or not.  I just, one

 18       again, seeing that certain intervenors say that

 19       maybe this isn't worth the 18.2 million really made

 20       me rethink maybe the value of this project going

 21       forward.

 22            Thank you.

 23            CHAIRMAN LA ROSA:  Thank you, Commissioner.

 24            Commissioner Passidomo Smith, you are

 25       recognized.
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 01            COMMISSIONER PASSIDOMO SMITH:  Thank you, many

 02       Mr. Chairman.

 03            I think the second half of Commissioner Fay's

 04       comments resinate a little bit more with me.  I

 05       guess I see it a little bit differently in the

 06       sense that I see what he is saying -- you know,

 07       that this money -- this federal money is out here.

 08       It's -- you know, it was given out of the IRA.

 09       Whether these -- this EPA rule goes into effect or

 10       not, that they still have the ability to recover

 11       these costs through the IRA.  They have -- and so

 12       it's only a small margin that the Tampa -- that the

 13       ratepayers are going to be on the hook for.

 14            I am a believer in carbon capture technology.

 15       I think we are going to need -- you know, that I

 16       guess it doesn't -- you know, that's not really

 17       even part of our purview, is looking at most of the

 18       environmental factors.  We are here as an economic

 19       agency.  But it's definitely something that we have

 20       to know if they are cost-effective or not.  And in

 21       this instance, I think it is with all of the

 22       federal money.  So I am more in the fence of

 23       supporting this program, but will obviously defer

 24       to my colleagues.

 25            CHAIRMAN LA ROSA:  Any further questions or
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 01       thoughts?

 02            Commissioner Clark, you are recognized.

 03            COMMISSIONER CLARK:  I will just say that's an

 04       awfully expensive study to -- I certainly am in

 05       favor of us doing things that going to support the

 06       long-term viability and use of natural gas.  And I

 07       think that kind of may address why some of the

 08       parties take the positions they are taking here, is

 09       because this type of program is supportive of

 10       continuing to use fossil fuels.  And I do think

 11       that is a significant part of where our generation

 12       is going to come from in the future.

 13            But at the same time, we have seen carbon

 14       capture projects across the United States in small

 15       scale being tried.  There has been a lot of

 16       failures.  We haven't really, to my knowledge, seen

 17       any major success with the technology yet.  It's --

 18       this is rolling the dice, and that's a lot of money

 19       to spend to try to figure out if something is going

 20       to work or not.  And I just don't see it, at this

 21       particular time, sticking this on the backs of

 22       ratepayers in the state of Florida right now, so I

 23       am going to be supportive of your motion, Mr.

 24       Chairman.

 25            CHAIRMAN LA ROSA:  All right.  Any further
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 01       questions or thoughts?

 02            I will look to my fellow Commissioners for a

 03       motion, and I am happy to pass the gavel if

 04       necessary.

 05            Commissioner Fay.

 06            COMMISSIONER FAY:  Sure, I am fine doing it,

 07       Mr. Chairman.

 08            So I would move that the Commission reject

 09       Issue 14 as proposed, and reject the future

 10       environmental compliance project.

 11            COMMISSIONER GRAHAM:  Second.

 12            CHAIRMAN LA ROSA:  All right.  Hearing a

 13       hearings motion and hearing a second.

 14            All those in favor signify by saying yay for

 15  Issue 14.

 16            (Chorus of yays.)

 17            CHAIRMAN LA ROSA:  Yay.

 18            Opposed no?

 19            Is that -- the fallout?

 20            MS. HELTON:  And then staff would have the

 21       administrative ability to accommodate that

 22       decision, you know, when they come back with rates.

 23            COMMISSIONER FAY:  Yeah, Mr. Chairman.  So

 24       just included in my motion would be to give staff

 25       authority to make those adjustments for fallout.
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 01            CHAIRMAN LA ROSA:  Okay.

 02            MR. MARQUEZ:  Mr. Chairman, we can bring that

 03       up each and every time that there is an adjustment,

 04       or I was just planning on just leaving it at the

 05       end, or you could just order right now that any

 06       changes that the Commission ends up ordering, staff

 07       is directed to implement.

 08            CHAIRMAN LA ROSA:  Let's come back to it at

 09       the end --

 10            MR. MARQUEZ:  Okay.

 11            CHAIRMAN LA ROSA:  -- in case there something

 12       that we are not considering at this point.

 13            All right.  So for the record, show that Issue

 14       14 passes as modified by us, the Commission.

 15            Okay.  So now we are still on Block 4.  Are

 16       there any other issues in Block 4?

 17            Commissioner Fay, you are recognized.

 18            COMMISSIONER FAY:  Thank you, Mr. Chairman.

 19       And my hope is in the new year I am going to be

 20       more positive, so I have a project that I like in

 21       here that I would like to reflect on.  So I think,

 22       you know, the technology updates on Issue 17 are

 23       the perfect example of, you know, a need for what

 24       the utility needs going forward.

 25            I think probably most significantly in there
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 01       is some assessment or realization of improvements

 02       on the cybersecurity side, which we think about

 03       operation -- the OT components of a utility, and

 04       the severity of that as it relates to

 05       cybersecurity.  But, you know, it also talks about

 06       protecting customer information, which I think is

 07       something that is commonly not discussed, but is

 08       equally as valuable as far as the impact that that

 09       can have to all of the customers in a certain

 10       utility.

 11            So I think this is a great project.  I

 12       absolutely support it.  I am glad the utility

 13       brought it forward.  And when we motion the other

 14       items out as a block, Mr. Chairman, I will be

 15       obviously supporting that item at the same time.  I

 16       don't see any need to take it separately, unless my

 17       colleagues have any, you know, debate or otherwise

 18       to pull it.

 19            CHAIRMAN LA ROSA:  Okay.  Seeing no debate.

 20            Any other issues within Block 4?  If not, I

 21       think we can take up a motion.

 22            COMMISSIONER CLARK:  Mr. Chairman, I move to

 23       approve the remaining items in Block 4.

 24            COMMISSIONER GRAHAM:  Second.

 25            CHAIRMAN LA ROSA:  Hearing a motion, and
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 01       hearing a second for all remaining items in Block

 02       4.

 03            All those in favor signify by saying yay.

 04            (Chorus of yays.)

 05            CHAIRMAN LA ROSA:  Yay.

 06            Opposed no?

 07            Show that all other items in Block 4 passes as

 08       recommended by staff.

 09            Okay.  So now let's move to Block 5, which is

 10       Issues 3 -- excuse me, 33 through 40.  33 through

 11       40.

 12            Is there any issues within that block that

 13       need to be flagged?

 14            Commissioner Fay, you are recognized.

 15            COMMISSIONER FAY:  Yeah, Mr. Chairman.  Thank

 16       you.

 17            So we are on Issues 33 through 40?

 18            CHAIRMAN LA ROSA:  Correct.

 19            COMMISSIONER FAY:  Correct, okay.

 20            I have some questions on the ROE, which would

 21       be Issue 39.  So if issue anybody has an issue

 22       before we get down to 39, Mr. Chairman, I am happy

 23       to wait.

 24            CHAIRMAN LA ROSA:  I also have questions for

 25       39, so I appreciate you bringing that up.
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 01            Are there -- anything before 39 that we need

 02       to discuss?

 03            Seeing none, let's go to 39.

 04            COMMISSIONER FAY:  Okay.  And I am also happy

 05       to defer, Mr. Chairman, if you want me to go ahead.

 06       I have some questions for our staff maybe, and then

 07       if you need comments, I am happy to wait for my

 08       comments, depending on how you would like to take

 09       it up.

 10            CHAIRMAN LA ROSA:  You are recognized for a

 11       series.

 12            COMMISSIONER FAY:  Okay.  Great.  Thank you.

 13            Okay.  So I am going to go to -- let me see if

 14       I can give you a certain page number to pull to.

 15       Your table that list out the various ROEs -- Mr.

 16       Buys, maybe you can help direct me to where that is

 17       in the recommendation.

 18            MR. BUYS:  The summary of the cost of equity

 19       model results for the witnesses is page 134 in

 20       Table 39-1, is that --

 21            COMMISSIONER FAY:  Yes, that's correct.  Thank

 22       you.

 23            So I am on page 134, and you have the DCF

 24       models, the CAPM, Risk Premium, and then you have

 25       various averages of the witness presented numbers
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 01       that are on that page.

 02            You also have a paragraph on page 132 that

 03       summarizes some of the ROEs that are presented as

 04       it relates to the various models.  So is it kind of

 05       fair to say that in your Table 39-1, you kind of --

 06       you go from top to bottom as we look at the average

 07       for the entities.  On the summary that you have in

 08       the previous pages you essentially are going from

 09       left to right.  You are taking the model averages

 10       and then coming to a conclusion of what those

 11       models would be?

 12            MR. BUYS:  Table 39-1 list the model results

 13       presented by the witnesses from their testimony.

 14            COMMISSIONER FAY:  Okay.  So there are

 15       essentially --

 16            MR. BUYS:  The information I believe --

 17            COMMISSIONER FAY:  Go ahead.

 18            MR. BUYS:  -- you are referring to --

 19            COMMISSIONER FAY:  Yeah, so I was on page 132,

 20       where it says the averages are 9.98, 10.26 and

 21       10.56.

 22            MR. BUYS:  Gotcha.  I am there.

 23            COMMISSIONER FAY:  Okay.  So those essentially

 24       would be, to your point -- and because I -- it's

 25       not to -- not to critique the writing, but it's a
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 01       little confusing.  I just want to make sure I am

 02       clear on this.  It's -- essentially those are the

 03       averages of those models, so the DCF is 9. -- let

 04       me do this, can you explain what the average is?

 05            MR. BUYS:  Let me clarify, if I could.

 06            COMMISSIONER FAY:  Okay.

 07            MR. BUYS:  Yeah.  When I reviewed the

 08       testimony and I -- and the mathematical models used

 09       by the witnesses, I felt that it was a good way to

 10       kind of balance all of the models that the

 11       witnesses used by taking the averages of each one

 12       of their models.  And so for the DCF I looked at

 13       using witness -- TECO Witness D'Ascendis' rebuttal

 14       testimony, I reviewed his DCF results of 10.16, the

 15       OPC witnesses' DCF model results of 10 percent and

 16       9.7 percent from the two various proxy groups, and

 17       then FEA witnesses' DCF result making two

 18       adjustments from his 10.98 percent result to come

 19       up with a 10.48 percent result for his DCF model

 20       result.

 21            COMMISSIONER FAY:  Okay.

 22            MR. BUYS:  The two adjustments I made were

 23       simply to use the same methodology that Witness

 24       D'Ascendis did, by removing the -- I believe it was

 25       the Portland company's result, which was outside of
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 01       the reasonable range as testified to by Witness

 02       D'Ascendis, and also using the half growth -- the

 03       half-year growth methodology, so to make that more

 04       comparable to the other two witnesses' DCF model.

 05            And I averaged out the 10.16, the OPC witness'

 06       two -- two model results of 10.97 at 9.85, and

 07       February the FEAE -- FEA's witness' model results

 08       of 9.93, average those three together and I came up

 09       with the 9.98.

 10            COMMISSIONER FAY:  Okay.  So let me -- and

 11       that sort of repeats from the model.

 12            So can I turn you to the table on 134?  So if

 13       you take the first column that's there, that DCF

 14       with analyst gross estimates, that -- TECO has a

 15       10.16, your FEA would be a 10.48 because you made

 16       an adjustment to that number, is that accurate?

 17            MR. BUYS:  Correct.

 18            COMMISSIONER FAY:  Okay.  So that would be

 19       10.48.  So then if I keep going, you take those

 20       models -- I presume that you -- to get that number,

 21       you would have averaged -- or you would have

 22       included both the 9.70 and the 10.00 proxy group

 23       numbers?

 24            MR. BUYS:  Yes.

 25            COMMISSIONER FAY:  Okay.
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 01            MR. BUYS:  The OPC witness.

 02            COMMISSIONER FAY:  Okay.  And then for the

 03       multistage growth, which essentially looks like

 04       it's almost the same as the sustainable growth

 05       model for the numbers you get out, do you exclude

 06       that multistage --

 07            MR. BUYS:  I exclude -- yes.  Yes, sir, I

 08       excluded that one.

 09            COMMISSIONER FAY:  Okay.

 10            MR. BUYS:  It seemed -- in the testimony,

 11       Witness D'Ascendis rebutted using that multistage

 12       growth model, and indicated that it was not

 13       appropriate for TECO, as TECO is in the mature

 14       stage --

 15            COMMISSIONER FAY:  Okay.

 16            MR. BUYS:  -- business cycle, and the

 17       multistage growth was more for a --

 18            COMMISSIONER FAY:  Like a startup style kind

 19       of --

 20            MR. BUYS:  -- startup type company --

 21            COMMISSIONER FAY:  Okay.

 22            MR. BUYS:  Yes, sir.

 23            COMMISSIONER FAY:  Okay.  Gotcha.

 24            And so that's not commonly used for, like, a

 25       larger sort of more slow growth entity model?
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 01            MR. BUYS:  Correct.

 02            COMMISSIONER FAY:  Okay.

 03            MR. BUYS:  The constant growth model is more

 04       appropriate.

 05            COMMISSIONER FAY:  Okay.  So then moving on to

 06       the CAPM model, so you have TECO's witness

 07       essentially 11.91, did you also adjust that rate?

 08            MR. BUYS:  From my average, I used the 11.58

 09       percent result that he got from his traditional

 10       CAPM cost rate model.  The 11.91 was using his EP

 11       Predictive Risk Premium Model, which we are

 12       recommending not -- to not consider that.

 13            And D'Ascendis, the TECO witness, also said he

 14       presented the various models without the risk

 15       premium -- the Predictive Risk Premium and with it

 16       so that we could consider either/or.

 17            COMMISSIONER FAY:  So is that 11.91, is that

 18       the ECAPM, then?  Is that --

 19            MR. BUYS:  That -- he takes the traditional

 20       using a methodology including the Predictive Risk

 21       Premium Model, he uses the traditional and the

 22       ECAPM, and then he averages those two --

 23            COMMISSIONER FAY:  Okay.

 24            MR. BUYS:  -- to come up with the 11.91.

 25            COMMISSIONER FAY:  Okay.  But for purposes of
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 01       the average rates that you calculated, you have the

 02       lower adjusted of 11.85?

 03            MR. BUYS:  That is his average result from

 04       just the traditional CAPM model not using the ECAPM

 05       or the Predictive Risk Premium Model.

 06            COMMISSIONER FAY:  Okay.  Gotcha.

 07            All right.  So then the FEA witness, do you --

 08       to get that calculation for the CAPM, do you just

 09       -- do you average -- like, you have a range here.

 10       So do you just average the numbers to get whatever

 11       you would calculate for the FEA witness?

 12            MR. BUYS:  Yes.  He used nine iterations of

 13       the CAPM with various risk-free rates and risk

 14       market risk premiums.  So the simplest thing to do,

 15       I thought, was to average all those together, and

 16       that was -- the result was 10.36.

 17            COMMISSIONER FAY:  Okay.  So 10.36 is the

 18       average of that FEA Walters CAPM rate.

 19            Okay.  So then the risk -- moving on to risk

 20       premium, same concept.  I am guessing you took the

 21       11.09, and then you took the average of 9.90 to

 22       10.23?

 23            MR. BUYS:  Yes, for the TECO and the FEA

 24       witness.

 25            COMMISSIONER FAY:  Okay.  And then you
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 01       averaged the range results for those -- from top to

 02       bottom for those witnesses, okay.

 03            All right.  So then let me just make sure I

 04       understand.  So you exclude -- to get to these

 05       numbers, you do exclude, I guess, what's referred

 06       to as the PRPM, is that the Predictive Risk Premium

 07       Model is not included in this estimate?

 08            MR. BUYS:  Correct.  The results from using

 09       that Predictive Risk Premium Model in various

 10       components of his modeling.

 11            COMMISSIONER FAY:  Okay.  And I know that we,

 12       in the PGS rate case, we -- the Commission made a

 13       decision and the order articulated basically why

 14       that wasn't adopted, but was that something where

 15       you reviewed that and made a determination to not

 16       include that model, or where the witness suggested

 17       kind of, you know, you could include it or you

 18       could not?  Was he more indifferent to it?  I can't

 19       remember sort of his approach to it.

 20            MR. BUYS:  Yes, Commissioner.  He was

 21       indifferent to it.  He suggested that, in this rate

 22       case, the Commission might review it, but he also

 23       acquiesced that the Commission had rejected it in

 24       the PGS rate case, and so he gave -- he presented

 25       his modeling using it and not using it.
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 01            COMMISSIONER FAY:  Okay.  Gotcha.  So he sort

 02       of recognized our precedent, and that it was very,

 03       I guess, likely or probable.  And is that in part

 04       because that number, if you run that model, that --

 05       I mean, I recognized it's a new theory, or a newer

 06       model, which I think he, in part, is one of the

 07       creators of.  But is it that it creates just a

 08       disproportionate high number, is that sort of why

 09       we throw it out?  Or is it just that it's so new we

 10       haven't been able to sort of validate it yet?

 11            MR. BUYS:  Yes.  It's -- not may -- not any

 12       commission, other state commissions that I am aware

 13       of, other than the two South Carolina and North

 14       Carolina water rate cases that were presented in

 15       the testimony used that model to develop a risk

 16       premium, a market risk premium.  And it's also --

 17       usually presents a higher result, not always, but

 18       typically it's a high result than just using a

 19       regular risk premium.

 20            COMMISSIONER FAY:  Okay.  So when you made the

 21       determination to exclude that, which seems that

 22       it's appropriate, did you also make a determination

 23       to throw out -- were there any low outliers?  So

 24       you are throwing out sort of the higher --

 25            MR. BUYS:  No.  He just -- Witness D'Ascendis,
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 01       presented his modeling without using it, so I just

 02       relied on the modeling without using the risk

 03       premium.

 04            COMMISSIONER FAY:  Okay.  Gotcha.

 05            MR. BUYS:  In the risk premium model.

 06            COMMISSIONER FAY:  Okay.  And then I think you

 07       said this earlier, but you did exclude -- in your

 08       recommendation for the proposed ROE, you did

 09       exclude the Portland General Electric Company rate,

 10       which was, I think, at 14 percent or something?

 11            MR. BUYS:  Yes, only for the FEA witness' DCF

 12       model, I did not -- I recalculated what his result

 13       would be without the Portland --

 14            COMMISSIONER FAY:  Okay.

 15            MR. BUYS:  -- without the Portland company's

 16       number --

 17            COMMISSIONER FAY:  Okay.

 18            MR. BUYS:  -- to be comparable with the other

 19       two witnesses.

 20            COMMISSIONER FAY:  And that's basically

 21       because it was an outlier?

 22            MR. BUYS:  Yes.

 23            COMMISSIONER FAY:  Okay.

 24            MR. BUYS:  Yes.  It was greater than the

 25       reasonable range according to Witness D'Ascendis.
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 01            COMMISSIONER FAY:  Okay.  Gotcha.

 02            And just a few more, Mr. Chairman.  I

 03       apologize.

 04            CHAIRMAN LA ROSA:  No, absolutely.

 05            COMMISSIONER FAY:  I don't want to take up too

 06       much time.

 07            Okay.  So then when you get to those average

 08       numbers -- I don't want to get into the capital

 09       structure, per se, but I recognize it's intertwined

 10       with the ROE.

 11            So assuming that the Commission accepts the

 12       54 percent equity structure, is that component

 13       built into your rate analysis, or is that a

 14       separate analysis that is done following --

 15       concluding the initial sort of average out thing

 16       that you did here?

 17            MR. BUYS:  Yes, Commissioner, the equity ratio

 18       is determined separately from the ROE.  And

 19       depending on the financial risk, you know, which is

 20       established through the amount of equity that's in

 21       the capital structure, the ROE is -- I guess you

 22       can use your judgment as to whether or not the ROE

 23       should be lower or higher based on the level of

 24       risk in the capital structure.

 25            So typically, a capital structure with a

�0041

 01       higher rate of equity, higher amount of equity,

 02       that capital structure has lower risk --

 03            COMMISSIONER FAY:  Okay.

 04            MR. BUYS:  -- therefore, the ROE should be

 05       lower to reflect that lower financial risk.

 06            COMMISSIONER FAY:  Okay.  So then does the

 07       proxy group reflect that that at all?

 08            MR. BUYS:  The proxy group -- the average of

 09       the proxy groups equity ratios for the holding

 10       companies, those are the parent companies of the

 11       operating companies.

 12            So those holding companies are the entities

 13       which are traded in the market, and we get the

 14       market data to develop the financial models.

 15       The -- that -- those equity ratios for the

 16       operating companies were about 43 percent, I

 17       believe.  The operating companies, which are closer

 18       to TECO, is about 50 percent, 49 or 50 percent.

 19            COMMISSIONER FAY:  Okay.

 20            MR. BUYS:  So the -- both of them have a

 21       little bit lower equity ratio as compared to TECO.

 22       So therefore, just all else being equal, they would

 23       have a little bit higher risk.

 24            COMMISSIONER FAY:  Okay.  And because -- I

 25       think, to your point, it's -- that ratio, that
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 01       capital structure is within the range of the

 02       proxies --

 03            MR. BUYS:  Correct.

 04            COMMISSIONER FAY:  -- but it also -- there is

 05       also a gap between the average and what that number

 06       actually is?

 07            MR. BUYS:  Yeah.

 08            COMMISSIONER FAY:  Okay.  Let me ask you, so

 09       taking that into account, you have, I guess, maybe

 10       some version of an offset due to the financial

 11       risk.

 12            So I -- in the recommendation, the capital

 13       structure talks about the risk components, and the

 14       ROE talks about the risk components.  I think, you

 15       know, accepting the structure as it is, you would

 16       otherwise probably have some adjustments if you

 17       didn't have either the business or the financial

 18       risk.  Is that -- is that -- I don't mean to put

 19       words in your mouth, but is that fair to say, that

 20       the recommendation might have looked differently if

 21       you didn't have those risks?

 22            MR. BUYS:  Yes, Commissioner.  The results of

 23       the average of the model was 10.27.  If the -- all

 24       else being equal, and there is no other business

 25       risk, I would have made an adjustment to lower that
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 01       ROE recommendation from the 10.27.  But because

 02       there is some business risks associated with TECO,

 03       I believe that they both offset each other, so the

 04       ROE should be roughly what the models presented.

 05            COMMISSIONER FAY:  Okay.  And then the actual

 06       structure of TECO -- so I am not sure I am going to

 07       get the business structure correct, but essentially

 08       Emera sits above, as the parent of TECO --

 09            MR. BUYS:  Correct.

 10            COMMISSIONER FAY:  -- and some version of

 11       that.  So you don't -- do you take into account

 12       any -- even give any consideration of any

 13       components of Emera's financial status when

 14       presenting this ROE?

 15            MR. BUYS:  No.  The -- we try and look at the

 16       entity, TECO as a stand-alone company as if it were

 17       to issue its own debt and issue its own equity.

 18       And so TECO's parameters don't really come into

 19       consideration when we develop the ROE

 20       recommendation.

 21            COMMISSIONER FAY:  You mean Emera?

 22            MR. BUYS:  Emera, yes, sir.

 23            COMMISSIONER FAY:  Yeah.  Okay.

 24            So to that point, it doesn't -- I mean, if

 25       another entity owned them, or whatever that
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 01       financial status is, that doesn't drive any of this

 02       model, it doesn't drive how we come to the ROE?

 03            MR. BUYS:  No, not for the ROE.

 04            COMMISSIONER FAY:  Okay.  Gotcha.

 05            And then last question.  So the -- so we --

 06       you average out the rates and end up with this

 07       2. -- this 10.27 that's presented in your

 08       recommendation, and then there is an adjustment

 09       based on interest rates that essentially rounds

 10       that up to 10.3, correct?

 11            MR. BUYS:  Yes.  Should -- typically, for

 12       whatever reason, most of the ROEs that are approved

 13       either at a five or a zero at the end.  So with the

 14       interest rates being what they are, they actually

 15       might have gone up a little bit during the rate

 16       case.  They certainly didn't go down.  So instead

 17       of rounding it down to 10.25, I just made the

 18       judgment to round it up to 10.3.

 19            COMMISSIONER FAY:  Okay.  And if, to your

 20       point, the rates were moving downwards, I guess in

 21       between the time of filing and the decision made,

 22       that would lead it to likely decision to round

 23       downward?

 24            MR. BUYS:  If they were to move downward

 25       during the rate case, it's -- because from the time
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 01       they filed to hearing -- and the interest rates,

 02       when we talk about those, it's the 30-year treasury

 03       rate.  So they are somewhat volatile, so they can

 04       move 20 basis points or so during the course of a

 05       hearing in the proceeding.

 06            COMMISSIONER FAY:  Yeah.  Okay.

 07            So then -- but isn't -- in your model, doesn't

 08       the model -- I guess, maybe it's more CAPM and DCF,

 09       but doesn't it include that, whatever the interest

 10       rates are at the --

 11            MR. BUYS:  CAPM uses a risk-free rate, usually

 12       a projected risk-free rate.  I think it was 4.4,

 13       anywhere from 4.2 to 4.65 is what the witnesses

 14       used in their CAPM model.  So those do reflect

 15       current and forecasted 30-year treasury rates.

 16            COMMISSIONER FAY:  Okay.

 17            MR. BUYS:  Some of the models, the CAPM in

 18       particular, has that 30-year treasury rate as a

 19       component in the model.

 20            COMMISSIONER FAY:  Okay.  That's fair.  So

 21       it's not accurate to say all of the models include

 22       it, but at least for the CAPM --

 23            MR. BUYS:  The CAPM.

 24            COMMISSIONER FAY:  -- that rate does include

 25       some version of where the market rates are.
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 01       Because I think of the treasury, but it's

 02       essentially what the 30-year interest -- is that --

 03       the 30-year treasury, is that kind of what you

 04       consider that rate?

 05            MR. BUYS:  That seems to be the guideline, the

 06       guidepost for what the interest rates are.

 07            COMMISSIONER FAY:  Okay.

 08            MR. BUYS:  They basically give an indication

 09       of what the capital costs are at the -- in the

 10       current market when the -- during the -- when the

 11       witnesses file their testimony --

 12            COMMISSIONER FAY:  Okay.

 13            MR. BUYS:  -- and present their models.

 14            COMMISSIONER FAY:  Okay.  Yeah.  I mean, I

 15       thought you did a good job putting these in the

 16       table and then the average.  It would have been

 17       nice to kind of have the averages on the bottom

 18       two -- or the cross so then you can line them up,

 19       but I think your calculations are very sound.

 20            The only thing I do take a little bit of an

 21       issue with is this kind of, I guess, final or last

 22       component of the adjustment with the interest rate

 23       since there is some variable.  And I concede it's

 24       not in every model, but there is some variable in

 25       the CAPM model that does include that in that
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 01       calculation.  So it does seem a little bit

 02       repetitive to me.

 03            To your point -- so part of your research, or

 04       part of working on this case, you recognize that

 05       most ROEs -- and I think you are right, now that

 06       you mentioned this, but most ROEs, probably at

 07       least for electric and gas, land on kind of a .5 or

 08       a zero -- they basically round to, you know, some

 09       version of -- I don't want to call it a round

 10       number because five is not, but it's either

 11       typically a five or a zero?

 12            MR. BUYS:  Anecdotally yes --

 13            COMMISSIONER FAY:  Okay.

 14            MR. BUYS:  -- without doing the research.

 15            COMMISSIONER FAY:  I gotcha, okay.  But that's

 16       not part of the actual calculation?

 17            MR. BUYS:  No.

 18            COMMISSIONER FAY:  Okay.  Gotcha.

 19            Okay.  Mr. Buys, I appreciate -- I know I had

 20       a lot of questions for you.  I appreciate you

 21       taking the time to do it.  And you did a great job

 22       on this table.  I don't mean to any nitpick on what

 23       you have done here.  But I just think, looking at

 24       the averages both up and down is helpful to kind of

 25       get that correlated average for what you have done,
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 01       and I think it's fairly clear, maybe other than one

 02       or two components to be adjusted.

 03            So I have had my questions answered, Mr.

 04       Chairman.

 05            CHAIRMAN LA ROSA:  Yeah.  No.  Thank you.  And

 06       I appreciate the back and forth, because that was

 07       obviously a pretty good depth.  And I, you know,

 08       agree with how the numbers are perceived for the

 09       most part, but I have a few questions.

 10            So when it relates to the business risk

 11       specifically for this service area, can you kind of

 12       point to where the risk was higher, or maybe even

 13       lower, in comparison to other companies that were

 14       considered in some of the witnesses' testimony?

 15            MR. BUYS:  Yes.  Primarily Witness D'Ascendis

 16       highlighted some business risks, one of them being

 17       the weather risk and potential storm damage.

 18            TECO's risk with extreme weather events is

 19       relatively high as compared to the proxy group

 20       because of their proximity to the Tampa Bay area,

 21       and their footprint, there geographic footprint of

 22       their service territory is small.  And while not in

 23       the record, we did see, you know, the impacts of

 24       Milton when it came in, and that's -- those risks

 25       are also recognized by the Standard & Poor's credit
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 01       rating agency and the Moody's credit rating agency.

 02            And also, Witness D'Ascendis highlighted the

 03       fact that there is risk associated with capital

 04       investment, and TECO is planning to make

 05       significant investments in their infrastructure

 06       over the next few years.  And from a credit rating

 07       perspective, which is also recognized by the credit

 08       rating agencies, that -- you know, that can put

 09       pressure, downward pressure on earnings, which is

 10       another risk factor that they consider.

 11            So those are the two main risk factors that

 12       were highlighted that, as I wrote in the

 13       recommendation, kind of offset any financial risk.

 14       So I came up with kind of, you know, just a no

 15       adjustment necessary to the mathematical models;

 16       whereas, Witness D'Ascendis did appear to consider

 17       those.  While he did not make a quantitative

 18       adjustment to the results of his models.  He did

 19       say he considered those risks when he made his

 20       recommendation of 11.5 percent.

 21            CHAIRMAN LA ROSA:  I don't know that I agree

 22       with how far he went with it, but under -- I do

 23       agree with maybe the direction that he was going of

 24       there being, you know, a risk calculation.

 25            The market risks were also just kind of well
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 01       spelled out between yourself and Commissioner Fay,

 02       and understanding where the treasury is, and

 03       understanding where interest rates may or, frankly,

 04       may not be, you know, moving forward.  So I -- I

 05       mean, do consider that there is a risk there as

 06       well.

 07            Commissioners, any further questions or

 08       thoughts on Issue 39?

 09            So I will just kind of tell you kind of where

 10       I am at.  I put an emphasis, ironically, talking

 11       about rounding, where I thought this would land

 12       somewhere at, like, 10.5.  And agreeing with where

 13       staff has analyzed, and broken down, and added and

 14       subtracted from the witness testimonies that have

 15       been provided, I think that's been well done.

 16            I have maybe put a little heavier emphasis on

 17       the territory, understanding what the risk impact

 18       would be to a small territory such as this.  That's

 19       hard to negate, right?  It's hard to spread the

 20       cost out if a storm was to come through, right,

 21       just because of its mere size.

 22            So that's kind of where my thinking was.

 23       That's where, kind of how I calculated things.  I

 24       do recognize that this was a pretty wide open, and

 25       staff did a great job of explaining that with me as
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 01       we went through our briefing as far as where this

 02       would land, and I think they did a great job of

 03       getting us to a good spot.  I just -- if there was

 04       an adjustment, that's where I would lean, but I

 05       would certainly want to hear from any of the other

 06       Commissioners.

 07            Commissioner Passidomo Smith, you are

 08       recognized.

 09            COMMISSIONER PASSIDOMO SMITH:  Thank you,

 10       Mr. Chair.  I was waiting for you to sort of take

 11       that direction.  I had similar thoughts of -- I

 12       think, you know, that staff laid out a really good

 13       synopsis here of what the record supports, both

 14       indicating sort of downward adjustments with having

 15       a lower financial risk, but then offsetting with

 16       the higher upward adjustment when we are talking

 17       about higher business risk, and weather, and just

 18       the territory, I think, just in the going through

 19       the record, I think it supports a 10.5.  I think

 20       that there is a significant weather and climate

 21       risk that's going to impact the Tampa territory.

 22       And again, we also don't know about any sort of

 23       earnings variability, or things with interest

 24       rates, and so that's -- I am onboard with you on

 25       that.
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 01            Those are my thoughts.

 02            CHAIRMAN LA ROSA:  Commissioners, further

 03       thoughts?

 04            Okay.  So I will -- I think we can wrap up 39.

 05       I will -- maybe I will past the gavel, okay, or

 06       not?  Yeah, let's hear what you have to say.  Yeah,

 07       turn on your mic too so everyone else can hear you.

 08            COMMISSIONER CLARK:  I move approval of all

 09       the items in Block No. 5 with the modification to

 10       Item 39, raising the ROE from 10.3 to 10.5.

 11            CHAIRMAN LA ROSA:  Hearing a motion, is there

 12       a second?

 13            COMMISSIONER GRAHAM:  Second.

 14            CHAIRMAN LA ROSA:  All right.  Hearing a

 15       second.

 16            All those in favor signify by saying yay.

 17            (Chorus of yays.)

 18            CHAIRMAN LA ROSA:  Yay.

 19            Opposed no?

 20            Show that Block 5 passes as modified.

 21            All right.  Let's move to Block No. 6, which

 22       is Issues 41 through 67.  41 through 67.

 23            Commissioners, any thoughts or questions?  So

 24       we are on Block 6.

 25            COMMISSIONER FAY:  Mr. Chairman?
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 01            CHAIRMAN LA ROSA:  Yes, sir.  Commissioner

 02       Fay, you are recognized.

 03            COMMISSIONER FAY:  Question on 64.  Am I on

 04       the right block here?

 05            CHAIRMAN LA ROSA:  We are.

 06            COMMISSIONER FAY:  Okay.

 07            CHAIRMAN LA ROSA:  64, Deferred Production Tax

 08       Credit?

 09            COMMISSIONER FAY:  Yes.  Thank you.

 10            Okay.  I just had a quick question for staff

 11       on this issue.  So this is essentially just the 22

 12       through 24 production tax credits, the resolution

 13       of it, correct?

 14            MR. BUYS:  Yes, Commissioner, that's correct.

 15            COMMISSIONER FAY:  Not going forward, okay.

 16            And is it -- am I correct in saying that when

 17       -- I guess, essentially when these were put into

 18       place, that all the utilities, I guess, had to make

 19       some adjustment based on the PTCs, like, some

 20       decision if they normalize or not, and --

 21            MR. BUYS:  Yes, Commissioner.  The Inflation

 22       Reduction Act allowed companies to choose, for the

 23       solar projects, whether they could maintain the

 24       investment tax credits that they received from the

 25       solar plants, or change to production tax credits.
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 01       The production tax credits were more advantageous

 02       to the utility, and all the utilities switched from

 03       the ITCs, investment tax credits, to production tax

 04       credits.

 05            From my understanding, I think both FPL and

 06       Duke Energy had provisions where they made the

 07       adjustments to reflect the PTCs in the rates.  And

 08       at the time that the, in '22, '23 and '24, at the

 09       time the IRA changed the law.

 10            Because TECO was under a settlement with --

 11       for their last rate case, they chose to, I guess,

 12       defer those PTCs, the differential between the PTC

 13       and the ITC to this rate case for determination as

 14       to how the production tax credits would be

 15       accounted for.

 16            COMMISSIONER FAY:  Okay.  And we essentially

 17       approved that -- those deferments, correct?  I

 18       mean --

 19            MR. BUYS:  Yes.  Each year in the GBRAs they

 20       filed letters advising the Commission of that

 21       action.

 22            COMMISSIONER FAY:  Okay.  Gotcha.

 23            So now, presuming the other utilities did what

 24       they did, presuming we take this up as presented in

 25       your recommendation with a three-year amortization
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 01       rate, I guess we treat it as a regulatory

 02       liability.  There is a three-year amortization.  We

 03       include carrying costs in it as presented in the

 04       recommendation.  That would essentially -- I know

 05       they are not identical, but would that essentially

 06       make customers whole comparatively to if it was

 07       taken up at the time it was presented?

 08            MR. BUYS:  Yes, Commissioner.  The OPC

 09       witness, I think it's Witness Kollen, proposed that

 10       they add a carrying charge for each year based on

 11       the cost of capital at that time, and add that on

 12       to the amount of the PTCs that would be collected,

 13       or flowed -- excuse me -- flowed back through to

 14       the customers during the three-year period.

 15            COMMISSIONER FAY:  Okay.

 16            MR. BUYS:  So I think it was that we

 17       calculated approximately 1.56 million.

 18            COMMISSIONER FAY:  Okay, of the carrying

 19       costs?

 20            MR. BUYS:  For the carrying costs.

 21            COMMISSIONER FAY:  Okay.  Gotcha.

 22            So with that, and then based on the next issue

 23       going forward, we won't be in this position again

 24       where there is sort of this delay and we have catch

 25       up with the carrying costs?  I mean, we will be

�0056

 01       able, going forward, to sort of do it at the

 02       appropriate time depending on what the Commission

 03       sets that amortization at?

 04            MR. BUYS:  Yes.  Well, the PTCs are a

 05       flow-through tax credit.  In 2025, I think it's

 06       Issue 63, it's already been accounted for for the

 07       2025 test year to reduce the income tax expense

 08       based on the amount of production tax credits they

 09       ender.

 10            COMMISSIONER FAY:  Okay.

 11            MR. BUYS:  So going forward, this will --

 12       it -- you won't have the deferral on the PTCs.

 13            COMMISSIONER FAY:  Okay.  Great.

 14            All right.  That's all I had, Mr. Chairman.

 15       Thank you.

 16            CHAIRMAN LA ROSA:  Thank you.

 17            Commissioners, further questions?

 18            Any other issues within this block?  We are in

 19       Block 6.

 20            Seeing none, I am open for a motion.

 21            COMMISSIONER FAY:  Mr. Chairman, I will go

 22       ahead and make a motion.

 23            So I would move for staff recommendation

 24       approval for Issues 41 through 67, and I believe 55

 25       is an oral modification that we would include.
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 01            CHAIRMAN LA ROSA:  Yes.  I'm getting a nod

 02       that, yes, there is an oral modification on 55.

 03            COMMISSIONER FAY:  Okay.

 04            CHAIRMAN LA ROSA:  All right.  Hearing a

 05       motion, is there a second?

 06            MR. FUTRELL:  And, Mr. Chairman, if I may,

 07       also in your motion, some of these issues have --

 08       would need to give staff administrative authority

 09       to reflect the decisions in the prior issues.  For

 10       example, Issues 2, the decisions on Issue 2 and

 11       Issue 22, and those effects -- how they affect

 12       Issues 41, 42 and 45.  So I want to make sure that

 13       you are aware of that.

 14            COMMISSIONER FAY:  Sure.  Okay.  Yeah.

 15            MR. FUTRELL:  That will need to flow through.

 16            COMMISSIONER FAY:  Okay.  Yeah.

 17            And I think, to your point, Mr. Chairman, we

 18       -- I am happy to make sure I include that -- the

 19       administrative authority in the motion unless

 20       anyone has any objection to it.

 21            CHAIRMAN LA ROSA:  Seeing no objection.

 22            COMMISSIONER CLARK:  Second the motion, Mr.

 23       Chairman.

 24            CHAIRMAN LA ROSA:  All right.  Hearing a

 25       motion, and hearing a second.
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 01            All those in favor signify by saying yay.

 02            (Chorus of yays.)

 03            CHAIRMAN LA ROSA:  Yay.

 04            Opposed no?

 05            Show that Block 6 passes.

 06            Let's move now to Block 7, which is only 68

 07       and 69.  Issues 68 and 69.

 08            Commissioners, is there questions or

 09       discussions on these two?

 10            Block 7, Issues 68 and 69.  Not seeing any.

 11            COMMISSIONER CLARK:  Move approval, Mr.

 12       Chairman.

 13            COMMISSIONER GRAHAM:  Second.

 14            CHAIRMAN LA ROSA:  Hearing a motion, is there

 15       a second?

 16            Hearing a motion and a second.

 17            All those in favor signify by saying yay.

 18            (Chorus of yays.)

 19            CHAIRMAN LA ROSA:  Yay.

 20            Opposed no?

 21            Show that Issues 68 and 69 are approved as

 22       recommended.

 23            All right.  Let's move now to Block 8, which

 24       Block 8 is Issues 70 through 93.  So 70 through 93.

 25            Commissioner Graham, you are recognized for a
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 01       question on this block.  Please just identify which

 02       issue it is.

 03            COMMISSIONER GRAHAM:  Issue 71.

 04            CHAIRMAN LA ROSA:  71.  Go ahead and --

 05            COMMISSIONER GRAHAM:  I have for say, I

 06       actually like the 4 peak method.  I am not quite

 07       sure why we went to the 12 peak method.

 08            MS. DRAPER:  Commissioner, this is Elisabeth

 09       Draper with staff.

 10            CHAIRMAN LA ROSA:  You are recognized.

 11            MS. DRAPER:  Would you like an overview

 12       staff's position or --

 13            COMMISSIONER GRAHAM:  Yes, ma'am.

 14            MS. DRAPER:  So the 4 CP method was filed

 15       because it was included in the last settlement, and

 16       it was a requirement of the settlement that TECO

 17       file two cost of service studies.  One is the 4 CP,

 18       which TECO supported as required by the settlement.

 19       And then the MFR rules require the utility also to

 20       always file the 12 CP and 1/13th method.  The

 21       1/13th reflects an energy allocation of about eight

 22       percent.

 23            Staff did not, based on the evidence in this

 24       record, find TECO's arguments persuasive.  And TECO

 25       gave a couple of reasons to support the 4 CP.
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 01       Their key argument was that it was a requirement of

 02       the settlement, that is correct.  However, based on

 03       the evidence in this record, I think, staff

 04       recommends the Commission vote for the 12 CP.

 05            Another argument TECO made that was the

 06       transition to solar away from coal-fired generation

 07       has diminished importance of shoulder months for

 08       operational planning, because under 12 CP, each

 09       month has about the same importance, and the 4 CP

 10       only look at customers' demand during four

 11       months -- and by the way, the four months shows

 12       chosen were also outcome of the settlement.

 13            But solar, TECO stated that solar investments

 14       are being done because the energy savings and

 15       production tax credits.  So if there are energy

 16       savings, there should be some recognition that

 17       costs should all be allocated on an energy basis.

 18       And under 4 CP, there is no energy allocation.

 19            And as Florida Rising/LULAC who filed, who was

 20       not a signatory to the last settlement and they

 21       were opposing the 4 CP method in their testimony,

 22       pointed out that they are objecting to the 4 CP

 23       too.

 24            Another reason that TECO gave to support the 4

 25       CP was economic development, that it helps promote
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 01       economic development.  And staff was simply

 02       pointing out that TECO has other tools available,

 03       such as Commission-approved economic development

 04       tariffs, to promote retaining existing customers or

 05       attracting new load into Florida.

 06            So these are some of the reasons that staff is

 07       recommending 12 CP.

 08            COMMISSIONER GRAHAM:  And you are saying that

 09       they have other avenues when it comes to economic

 10       development?

 11            MS. DRAPER:  Correct.

 12            COMMISSIONER GRAHAM:  Now, how do they go

 13       about incentivizing, and let's just say some of our

 14       larger manufacturers to continue making product

 15       here compared to, let's say, Alabama because it may

 16       be cheaper to do it in Alabama.  Do they have the

 17       ability to enhance or to incentivize that

 18       production here through economic development?

 19            MS. DRAPER:  Yes, TECO has two economic

 20       development tariffs.  One is actually being

 21       addressed in one of the issues, the economic

 22       development rider, where TECO is making changes to

 23       make it even more beneficial.

 24            And the other economic development tariff that

 25       TECO has is the commercial/industrial service rider
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 01       tariff.  And if an existing under that tariff were

 02       to approach TECO and say, we may leave TECO, to

 03       retain that customer, has the option to give them a

 04       discount on the base rates and negotiate a

 05       contract, given that the customer satisfies certain

 06       criteria and states that absent that discount, they

 07       would move to Alabama.

 08            COMMISSIONER GRAHAM:  But you are talking

 09       about them basically picking up, packing --

 10       manufacturing packing up and leaving compared to,

 11       like, production just dropping down.  That's two

 12       different things.

 13            Do they actually have to leave the state for

 14       the economic development to kick in, or can they --

 15       if for some reason the production dropped 20

 16       percent because it's cheaper to make it somewhere

 17       else?

 18            Because what I liked about the 4 peak, you

 19       know, you are focusing in -- I think it was Witness

 20       Pollock that was talking about putting the cost for

 21       the cost causers.  And so wherever the high peak

 22       is, where you are dealing with reserve margin where

 23       you got to build that next plant, and so they liked

 24       the idea of focusing in on those particular times.

 25       And it seems like when you are going to the 12
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 01       peak, you are spreading that out too much, and you

 02       are diluting the cost and the cost causers.

 03            MS. DRAPER:  If I just may respond that peak

 04       demand is the underlying driver for new capacity,

 05       and the timing of new capacity, but the cost being

 06       incurred for the utility's investment divisions are

 07       most -- is a function of economic generation

 08       facility that satisfies both capacity and energy

 09       requirements.

 10            COMMISSIONER GRAHAM:  You lost me.

 11            MS. DRAPER:  The peak demand, if you look at

 12       the four months, which, I agree, for 2025, these

 13       four months chosen have the highest peak, but

 14       looking at peak demand, in staff's opinion, is the

 15       driver for the need of capacity, and the timing of

 16       new capacity when the next power plant should be

 17       built.  This here is a cost allocation issue.

 18            COMMISSIONER GRAHAM:  But if you are forcing

 19       for that -- you are allocating the costs based on

 20       what everybody is adding during those peaks, and so

 21       if residential is higher during those peaks, then

 22       residential should be paying more.  If

 23       manufacturing is higher during those peaks, then

 24       manufacturing should be pushing in more, so

 25       everybody is paying their pro rata share at that
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 01       peak, because that peak is what's forcing you to

 02       buy that -- to install that next power generator.

 03            I mean, when it's not at the peak, when you

 04       are at the low month, then you have got all of that

 05       extra capacity, and there is no pushing you to

 06       provide more capacity.  There is no push the build

 07       that next plant.  The costs all come from building

 08       that next plant.

 09            And so when that -- I think when that peak is

 10       there is when you got to figure out who is adding

 11       to that load, and when you are figuring out who is

 12       adding to that load, that's when everybody is going

 13       to -- that's when you figure out the best way of

 14       the pro rata share, and you do that better -- I

 15       don't care if you do it one-month, two-month, if

 16       you do it four months, it just -- it seems to me

 17       the smaller, you get the better get.  And when you

 18       go over to 12, I think you are diluting that.

 19            That's my opinion.  I didn't mean -- Ms.

 20       Draper, I didn't mean to make a debate about you

 21       and staff.  I am just saying, this is where I

 22       disagree.

 23            Thank you.

 24            CHAIRMAN LA ROSA:  Thank you.

 25            Commissioner Clark, you are recognized.
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 01            COMMISSIONER CLARK:  Thank you, Mr. Chairman.

 02            Just a couple.  Listen, I get it.  This is

 03       complex.  This is probably one of the more

 04       complicated items that we have discussed, in my

 05       opinion, and how you allocate system cost is

 06       certainly the major component here.  But, Ms.

 07       Draper, can you talk about how the minimum

 08       distribution system comes into play here, and how

 09       that cost allocation comes into effect?

 10            MS. DRAPER:  Just to be clear, the minimum

 11       distribution system is being addressed in Issue 73,

 12       and only affects distribution costs.  The Issue 71

 13       we just address only affects production costs,

 14       demand related production costs.  Now we are -- if

 15       you want to talk minimum distribution system, we

 16       are switching to the allocation of distribution

 17       cost, just to be clear on this point.

 18            COMMISSIONER CLARK:  Okay.  Understood.

 19            So the system, the minimum system size, you

 20       are saying has no contribution to the production

 21       cost?

 22            MS. DRAPER:  That is correct.  Yeah.  It's

 23       allocation of production cost, allocation of

 24       distribution cost.

 25            COMMISSIONER CLARK:  Okay.
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 01            MS. DRAPER:  And then Issue 72 is the

 02       allocation of transmission cost.

 03            COMMISSIONER CLARK:  Okay.

 04            MS. DRAPER:  So those are different cost

 05       buckets.

 06            COMMISSIONER CLARK:  That's under 73?

 07            MS. DRAPER:  73.

 08            COMMISSIONER CLARK:  Gotcha.

 09            MS. DRAPER:  And the decision on one does not

 10       necessarily impact --

 11            COMMISSIONER CLARK:  The other, okay.

 12            MS. DRAPER:  -- the decision on the another

 13       issue -- on the other one.

 14            COMMISSIONER CLARK:  Okay.  Thank you.

 15            CHAIRMAN LA ROSA:  Commissioners further

 16       questions or thoughts?

 17            Commissioner Passidomo Smith, you are

 18       recognized.

 19            COMMISSIONER PASSIDOMO SMITH:  Thank you, Mr.

 20       Chairman.

 21            I think -- I mean, I understand Commissioner

 22       Graham's perspective, you know, cost allocation

 23       according to use, you know, how -- the cost of

 24       serving those customers and trying to, you know,

 25       uniform those.
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 01            I am of the opinion, I think that those, you

 02       know, manufacturing customers, or larger industrial

 03       customers, have other options that they can avail

 04       themselves of, like you said, Ms. Draper, the

 05       economic development rider.  They have credits

 06       that, I believe in this case, are even expanded

 07       more than the prior settlement you gave them.

 08            So I am comfortable with staff's

 09       recommendation here.  I think that, you know, even

 10       just going back to the record, that there is --

 11       that the case wasn't strong enough -- being strong

 12       enough made by the company to show why, other than

 13       having to file that cost of service methodology

 14       because of the prior settlement, I think moving

 15       back to the more traditional 12 CP is where I would

 16       prefer to go, but just my thoughts.

 17            CHAIRMAN LA ROSA:  Commissioners, further

 18       thoughts or questions on this item, or on this

 19       issue specifically?  We are talking about 71.

 20            Commissioner Clark.

 21            COMMISSIONER CLARK:  I guess I will just kind

 22       of go back to this.  I don't -- I kind of tend to

 23       favor 4 CP as well, and I do want to understand

 24       what is moving the cost here.  In your analysis,

 25       you mention that there would be a cost shift to, I
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 01       guess, residential customers over a 12-month period

 02       based on going from 12 CP to -- excuse me, from 4

 03       CP to 12 CP.

 04            That cost differential, where do you -- where

 05       does that number come from?  Help explain that to

 06       me.  Is that based on the fact that in a 4 CP

 07       demand, you are talking about coincident peak, you

 08       are talking about the facility peaking at the exact

 09       same time the system is peaking, and what that

 10       contribution is to the overall peak system.  So are

 11       you saying that that's -- that cost average is that

 12       much being supported by the residential customer?

 13       Suppose it's a winter peak, isn't the residential

 14       class going to be pretty much 100 percent on-peak

 15       anyway.

 16            MS. DRAPER:  The cost shifting, the number

 17       that Florida Rising/LULAC first brought up, 71

 18       million, and then TECO confirmed that that is a

 19       correct number, that compares 12 CP to 4 CP, but it

 20       also includes in the comparison, we cannot separate

 21       the two, 4 CP with MDS, which is what TECO

 22       proposed, and compares it to 12 CP without MDS.  So

 23       it includes two consideration.  We do not have in

 24       the record just comparing 12 CP and 4 CP with or

 25       without MDS.  So MDS shifts additional dollars, if
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 01       you will, to the residential class.

 02            So to your question, the monthly coincident

 03       peaks, it's during one hour of the month, if the

 04       utility looks at their system peak and then looks

 05       at the classes' contribution, in other words, who

 06       has the lights on during that hour.  And it's a

 07       percentage.  The residential class contributes

 08       60 percent, commercial 20 percent.  It always adds

 09       up to 100 percent.

 10            And that's how the allocation factors are

 11       developed.  That's how the costs are then allocated

 12       to the classes.  If you contribute 40 percent to

 13       the peak, you should be responsible for 40 percent

 14       of the demand related production cost?

 15            COMMISSIONER CLARK:  And that cost is

 16       calculated on a monthly basis depending on the

 17       formula, whether it's four months or whether it's

 18       12 months?

 19            MS. DRAPER:  Yes.  It's the average of the

 20       four months or the average of the 12 months,

 21       whichever method you choose.

 22            COMMISSIONER CLARK:  And so does that detract

 23       from the amount that the residential consumer is

 24       paying if you have -- okay, let's make an

 25       assumption.  Let's assume that you had one month
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 01       that you had a significant peak, and it was a major

 02       peak, and the rest of the year was flat.  How do

 03       you allocate that cost differential of having to

 04       have a -- I am still going to use the term minimum

 05       system in place, you are still going to have to

 06       have capacity to handle every single customer that

 07       one month, but the rest of the year, who is getting

 08       the benefit of that system being built?

 09            You have got a thousand megawatt system, but

 10       you are only using 500 megawatts the remainder of

 11       the year.  Where does that -- where does that cost

 12       allocation come out to that right now, that's being

 13       borne by a distribu -- you know, by a pretty even

 14       distribution of the whole system.  Changing to a

 15       12-month would give a lot more benefit to

 16       residential customers, would it not?

 17            MS. DRAPER:  It allo -- 12 months allocates

 18       fewer costs to residential customers, so, yes,

 19       that's the benefit you are asking about, yes.

 20            COMMISSIONER CLARK:  Thank you.  Thank you

 21       very much.

 22            MS. DRAPER:  And just to be clear, both

 23       methodologies are accepted as valid methodologies.

 24       At the end, it's a little bit of a judgment call.

 25       Staff just felt that -- one main argument I would
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 01       like to repeat.  The solar facilities are being

 02       installed for energy savings.  And under 4 CP,

 03       that's not being recognized, and that's why -- it

 04       is in the record, Duke, who also installed solar,

 05       has proposed a 25-percent energy -- 12 CP and 25

 06       percent energy weighting.  TECO, in its last rate

 07       case prior to the settlement, for its solar

 08       facilities, proposed a 50-percent of energy

 09       weighting for solar.  Now on the 4 CP, we are going

 10       to the other extreme, no energy allocation.

 11            COMMISSIONER CLARK:  And I would agree, Mr.

 12       Chair.  I appreciate the comment, Ms. Draper.

 13       There is methodologies that are used and accepted,

 14       and depending on the circumstances, depending on

 15       which class of customers is going to be affected.

 16            I realize they had this one in the last

 17       settlement agreement.  That doesn't -- I am trying

 18       to figure out how they came to it.  That's usually

 19       I come back, is where did they come up with this

 20       methodology?  And how is this going to make a

 21       significant impact?

 22            I am concerned, you have small commercial

 23       customers, you have industrial customers that are

 24       going to be affected by this change pretty

 25       significantly.  I mean, that's going to be a more
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 01       significant shift back to the commercial class, to

 02       the industrial class, I think.  So I --

 03            MS. DRAPER:  And just to one more point,

 04       Commissioner.  The small commercial class, like the

 05       GS class, general service non-demand class, they

 06       are in the same bucket as the residential customer.

 07            COMMISSIONER CLARK:  Residential, yeah,

 08       non-demand.

 09            MS. DRAPER:  Yeah, they will be better off --

 10            COMMISSIONER CLARK:  Only demand customers are

 11       going to be affected by CP, right.  Gotcha.  Thank

 12       you.

 13            Thank you.

 14            CHAIRMAN LA ROSA:  Commissioners, further

 15       thoughts or questions on 71?

 16            COMMISSIONER GRAHAM:  Let's see if this boat

 17       floats anywhere.

 18            I make the motion for 71 that we stick with

 19       the 4 CP and deny staff recommendation of 12 CP.

 20            CHAIRMAN LA ROSA:  Hearing a motion to change

 21       to a 4 CP methodology.

 22            COMMISSIONER CLARK:  I will second the motion,

 23       Mr. Chairman.

 24            CHAIRMAN LA ROSA:  Hearing a motion, hearing a

 25       second.
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 01            All those in favor signify by saying yay.

 02            (Chorus of yays.)

 03            CHAIRMAN LA ROSA:  Yay.

 04            Opposed no?

 05            Show that the motion passes.

 06            So -- all right.  So still on Block 8.  We

 07       have now just changed Issue 71.  Is there any other

 08       issue numbers that need to be adjusted or

 09       discussed?

 10            COMMISSIONER CLARK:  I move approval the

 11       remainder of the items in Block 8, Mr. Chairman.

 12            CHAIRMAN LA ROSA:  Hearing a motion to move

 13       all remaining items in Block 8.  Is there a second?

 14            COMMISSIONER GRAHAM:  Second.

 15            CHAIRMAN LA ROSA:  Hearing a second.

 16            All those in favor signify by saying yay.

 17            (Chorus of yays.)

 18            CHAIRMAN LA ROSA:  Yay.

 19            Opposed no?

 20            Show that all other items in Block 8 have

 21       passed as recommended.

 22            MR. MARQUEZ:  Commissioner, I just wanted to

 23       clarify.  Since you were referencing the voting

 24       block before, you are referencing all specific

 25       issues that we are not leaving for the rates
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 01       agenda?

 02            CHAIRMAN LA ROSA:  Yes.  Correct.

 03            MR. MARQUEZ:  Okay.  Thank you.

 04            CHAIRMAN LA ROSA:  Did I miss an item, or did

 05       I include an item in here I should not have?

 06            MR. MARQUEZ:  No, just all -- the same was all

 07       issues were approved, and so I just wanted to make

 08       sure that we are going through 70, 72 through 77,

 09       83 and 84 through 90.

 10            CHAIRMAN LA ROSA:  Yes.  I appreciate you

 11       pointing that out.

 12            COMMISSIONER CLARK:  We have defined them as

 13       the block, Mr. Chairman.  That's what we are

 14       looking at.  So my assumption is that's what we are

 15       voting on and approving each time, is what's

 16       sitting right in front of us.

 17            CHAIRMAN LA ROSA:  Right.  So all of those

 18       other items within that block that will be taken up

 19       at the 12/19 Agenda obviously are not included.

 20       Awesome.  Thank you for that.

 21            Okay.  Let's move now to block --

 22            COMMISSIONER GRAHAM:  Nine.

 23            CHAIRMAN LA ROSA:  Nine.  Just -- I am looking

 24       at the time, and I not sure.  I mean, we all have

 25       kind of, of course, our thoughts on this.  I am not

�0075

 01       trying to rush anything, but are we okay without a

 02       break or anything between now and whenever we

 03       finish?  Okay.  We have two blocks ago.  All right.

 04       I will look, then, to my right.

 05            So let's go to -- let's move to Block No. 9,

 06       which is Items 94 through 110.  I will start with

 07       94.

 08            So 94 is the subsequent year adjustments.

 09       Here are my thoughts:

 10            So we have a long history of approving

 11       multiyear plans and SYAs through assessments, of

 12       course, as being in the public interest.  I agree

 13       with how staff has considered this, and how they

 14       have laid this out.

 15            So looking at the rec -- let me make sure I

 16       got my right notes in front of me -- I agree with

 17       making adjustments for improved safety,

 18       reliability, operation efficiencies.  I have a

 19       concern where it says, whether the projects will

 20       put pressure on the company's ability to earn

 21       within the range of return, right.

 22            The law has changed, right, from recently.  So

 23       when I look at 377, and kind of the point that I

 24       made earlier, was within that, ensuring and

 25       resilient and reliable energy supply, with an
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 01       emphasis on diverse supply of domestic energy

 02       resources.  If we see something that we want to

 03       include, I don't think it should be -- I don't

 04       think the company should be punished, or I think

 05       there should be an incentive at the end of the day

 06       for them to continue to push for operational

 07       opportunities.

 08            So with that, I am leaning both from how we

 09       are reading the statute and what's been laid out

 10       within the record, I am leaning on striking the

 11       pressures on the company's ability to earn within

 12       the range of return.  So different -- slightly

 13       different from the way staff has laid that out for

 14       us in Issue 94.

 15            Thoughts or questions, Commissioners?

 16            Commissioner Fay, you are recognized.

 17            COMMISSIONER FAY:  Thank you, Mr. Chairman.  I

 18       just have one question for staff.

 19            So just in readings that, it's -- based on the

 20       recommendation, it's, as the chairman stated, will

 21       put pressure on the company's ability to earn

 22       within its return of -- the range of return.

 23            So historically -- I mean, obviously, when the

 24       utility moves either above or below the range,

 25       typically that triggers, you know, a rate case, or

�0077

 01       at least some form of review.  For this, I think --

 02       can you give clarity?  Is it stating that it needs

 03       to fall below, or just kind of move in that

 04       direction?

 05            MS. NORRIS:  The intent of that language would

 06       be falling below that range.

 07            COMMISSIONER FAY:  Okay.  And so would that

 08       lend itself to the larger the project, the higher

 09       the possibility that they would trigger that ROE,

 10       drop below that ROE?

 11            MS. NORRIS:  Correct.  Definitely within that

 12       sensitivity analysis would be looking at, again,

 13       the larger impacts of, you know, the total project.

 14            COMMISSIONER FAY:  Okay.  One follow-up, Mr.

 15       Chair.

 16            Is it viable that there are proj -- based on

 17       what the Chairman is mentioning here about that,

 18       moving in that direction, is it viable that you

 19       could have a project that doesn't essentially

 20       trigger the falling below the ROE, but that puts

 21       the utility in a position that would have to come

 22       in for a rate case?

 23            MS. NORRIS:  Without specifically, I think,

 24       for the company to evaluate that in terms of what

 25       would bring it in, but I think that's just
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 01       traditionally would be the metric that we would

 02       look at -- or that would be, you know, reviewed by

 03       and large for if that would necessitate addressing

 04       rates, say in, like, a limited proceeding, or

 05       something like that, or a full blown rate

 06       proceeding.

 07            COMMISSIONER FAY:  Okay.  Because in the

 08       previous settlements for that rate, we have that

 09       trigger component, and then something could be

 10       filed by either an intervenor or utility.  With

 11       this, I think what we are saying is it would, at

 12       that point, almost be up to the utility to decide,

 13       is it worthwhile to come back in at that point,

 14       depending on how close it gets that line?

 15            MS. NORRIS:  Correct.  Right.  It would --

 16       several variables would then play in that --

 17       including that analysis within the recommendation

 18       is there are many variables in play, especially the

 19       farther out you go in terms of different inputs

 20       that you would look at that ROE analysis as far as

 21       whether it would drop them below the range.

 22            COMMISSIONER FAY:  Okay.  Gotcha.  Yeah,

 23       because, I mean, I know we see, like, historically

 24       the SoBRAs and GBRAs, like, they come in, but they

 25       are, like, they are very limited proceedings as
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 01       compared to then forcing a utility, on a

 02       large-scale project, forcing them to file a new

 03       rate case and come in and deal with that.  Even if

 04       it's -- maybe it doesn't trigger, but it's still a

 05       large asset that's put into service.

 06            I mean, it seems like that's a big gap, is

 07       that fair to say?  I mean, you guys do the work on

 08       a lot of those hearings, so behind the scenes, the

 09       staff workload, it's probably nothing compared to a

 10       rate case, I would presume.

 11            MS. NORRIS:  The filings and subsequent

 12       filings for those SoBRAs and GBRA that, again, are

 13       created as a result of settlements, but in terms of

 14       those docketed -- those dockets, far less -- more

 15       narrow focus in terms of processing them from the

 16       staff and the Commission's standpoint.

 17            COMMISSIONER FAY:  Okay.

 18            MS. NORRIS:  A lot of it just looking at just

 19       tariff approvals and, you know, verifying the

 20       inputs and what was previously approved, so a much

 21       smaller scale proceeding.

 22            COMMISSIONER FAY:  Gotcha.  Okay.  Yeah, I

 23       presume nobody wants to see us more than they have

 24       to, but maybe that's a false presumption, so --

 25       okay, that answers my questions.  Thanks, Mr.
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 01       Chairman.

 02            CHAIRMAN LA ROSA:  Commissioners, further

 03       questions?

 04            Commissioner Clark, you are recognized.

 05            COMMISSIONER CLARK:  This one, I guess, kind

 06       of slipped by me, I didn't -- so what would -- if

 07       the utility is earning below the rate of return,

 08       why would we be calling them in for a rate case?

 09       Did I miss something there?

 10            MS. NORRIS:  I don't believe it would be us,

 11       per se, calling in.  I think it would look at the

 12       magnitude of these projects, I guess.  The way the

 13       company laid out the request was that in this

 14       subsequent year, these projects were of such a

 15       magnitude that they would potentially drop below

 16       their, you know, range of return, therefore, they

 17       would request that.  In this --

 18            COMMISSIONER CLARK:  They would want to come

 19       back --

 20            MS. NORRIS:  -- we would look at that --

 21            COMMISSIONER CLARK:  Okay.

 22            MS. NORRIS:  -- instead of -- because they

 23       would potentially evaluate coming in for a limited

 24       proceeding in a subsequent year, versus us looking

 25       at it at this juncture and, you know, again,
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 01       agreeing to looking at that type of step increase

 02       in a subsequent year.

 03            COMMISSIONER CLARK:  Okay.  That's a

 04       self-induced issue and triggers, typically,

 05       external factors, like, you know, the treasury

 06       rate --

 07            MS. NORRIS:  Right.  Right.  So if the ROE had

 08       trigger --

 09            COMMISSIONER CLARK:  So that was kind of what

 10       was confusing me.

 11            MS. NORRIS:  Right yes.

 12            COMMISSIONER CLARK:  Okay.

 13            MS. NORRIS:  More so, yeah, a decision --

 14            COMMISSIONER CLARK:  Okay.

 15            MS. NORRIS:  -- a decision point triggered

 16       from that point.  Yes.

 17            COMMISSIONER CLARK:  Okay.  Thank you.

 18            CHAIRMAN LA ROSA:  Fair to say, though, that

 19       each project would be separately considered and for

 20       all different types of reasons --

 21            MS. NORRIS:  Absolutely.  Absolutely.  And I

 22       think that's why, in laying out that rubric within

 23       Issue 94, is that they would absolutely be

 24       considered on their own in terms of, like you said,

 25       reliability, need, and that just -- that was laid
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 01       out as one component of that, yeah.

 02            CHAIRMAN LA ROSA:  Other thoughts or

 03       questions?

 04            Commissioner Fay, you are recognized.

 05            COMMISSIONER FAY:  Just one quick follow-up.

 06            So how would a utility file -- so to your

 07       point of, for example, if one of these projects

 08       under an SYA was found not to be appropriate here,

 09       there is nothing that precludes the utility from

 10       then coming in at a later date and submitting a

 11       project to the Commission for approval, correct?

 12            MS. NORRIS:  That's correct.  And that's kind

 13       of in laying out the request, was that that would

 14       be envisioned potentially as say like a limited

 15       proceeding down the road, and perhaps avoiding that

 16       quick turnaround and filing that type of request.

 17       But they could petition the Commission with a

 18       limited proceeding for, you know, specific

 19       projects.

 20            COMMISSIONER FAY:  Okay.  And I think you are

 21       probably going to say it depends on what that

 22       project is, but, I mean, I am presuming there is

 23       still -- there is still a lot that goes into that

 24       filing.  So as distinguished from a SoBRA and GBRA

 25       that's been approved --
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 01            MS. NORRIS:  Correct.

 02            COMMISSIONER FAY:  -- and then comes in for

 03       sort of a finalization, there is essentially a

 04       filing, or a proceeding that is initiated, and then

 05       goes through the process for approval, is that --

 06            MS. NORRIS:  Correct.  So a limited proceeding

 07       being more focused on the request as they laid out,

 08       you know, looking at the actual projects and the

 09       different aspect costs, you know, reasonableness,

 10       et cetera, would be looked at in a limited

 11       proceeding to a greater degree; whereas, these

 12       other feelings filings are more, again, more so

 13       tariff approvals.  They have laid out the amounts

 14       that were involved in each project, et cetera, and,

 15       again, those are much -- a smaller scale docket

 16       versus a limited proceeding, would have a lot more

 17       facets that staff would review over that.

 18            COMMISSIONER FAY:  Gotcha.  Okay.  Thanks.

 19            CHAIRMAN LA ROSA:  Okay.  So if the earnings

 20       test was removed, you don't think that

 21       deincentivizes the company?

 22            MS. NORRIS:  So -- and I guess kind of, maybe

 23       just to step back in that.  I think the way that it

 24       was laid out in this request is more so, you know,

 25       certainly any company would have year in year out
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 01       different plant improvement investments they would

 02       make.

 03            And so I really think with that entered into

 04       the whole conversation with SYA is really just

 05       saying, for that reason, we are asking -- you know,

 06       it's beyond just the normal plant capital

 07       investment we would look at in a year-in year-out

 08       basis, and based on that magnitude, we believe

 09       that, you know, the petition would request now for

 10       that step increase in that subsequent year for,

 11       say, for this case, I guess, 2026 plant additions.

 12            So that's where I believe the genesis of that

 13       in terms of looking at how we would review those

 14       subsequent year requests.  And certainly in this

 15       case, there is two different types.  There is the

 16       annualization of those projects that were put on in

 17       '25 in the projected test year, and perhaps the

 18       impact of not including that full -- recognizing

 19       the full capital investment, that would also have

 20       an affect potentially within that range.  But

 21       again, this is specific more so to those projects

 22       that were going to come on line in a subsequent

 23       year.

 24            So in terms of the deincentivizing, I think

 25       it's -- I don't know that I could necessarily speak
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 01       to that for those subsequent year projects.

 02            CHAIRMAN LA ROSA:  Okay.  I guess my point is

 03       that is this tying our hands down the road?

 04            MR. MARQUEZ:  Could you repeat the question,

 05       please?

 06            CHAIRMAN LA ROSA:  Yeah.  Is this tying our

 07       hands down the road?

 08            MR. MARQUEZ:  In terms of what, the revenue

 09       test?

 10            CHAIRMAN LA ROSA:  Yes.

 11            MR. MARQUEZ:  It could, right, it could

 12       restrict the Commission from considering or

 13       approving subsequent year adjustments on the other

 14       factors that, Mr. Chairman, you articulated today.

 15            CHAIRMAN LA ROSA:  All right.  Thank you.

 16            Commissioners, any other thoughts or

 17       questions?

 18            Well, you know where I stand in wanting to

 19       make a change.  If there is --

 20            COMMISSIONER CLARK:  I will take -- Mr.

 21       Chairman, that was a very good point, kind of the

 22       lightbulb went off for me right there when you said

 23       that.  You tie our hands with the language.  If it

 24       was a project that came in that was -- might cause

 25       an underearning for a period of time, I think we
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 01       would be -- would be --

 02            I will move to approve item -- Issue No. 94,

 03       with the exception of striking the last sentence,

 04       whether the project will put pressure on the

 05       company's ability to earn within its range of

 06       return.

 07            COMMISSIONER GRAHAM:  Second.

 08            CHAIRMAN LA ROSA:  Hearing a motion and

 09       hearing a second, I want to hear from staff.  Is

 10       that motion --

 11            COMMISSIONER CLARK:  Coherent?

 12            CHAIRMAN LA ROSA:  Yeah, and the light is an

 13       indicator by any means.

 14            COMMISSIONER CLARK:  You understand what my

 15       redneckese?

 16            CHAIRMAN LA ROSA:  Yeah.  100 percent.  So

 17       let's take a five-minute break with the motion on

 18       the table.

 19            (Brief recess.)

 20            CHAIRMAN LA ROSA:  All right.  Well, sorry for

 21       the -- throwing the cards up in the air and looking

 22       around and having to pick them all up and put them

 23       back in order.

 24            So let's -- so there was a motion on the

 25       table.  We broke.  Staff wanted to discuss, I am
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 01       assuming has some comments with regards to the

 02       motion that's been made.

 03            MS. HARPER:  We just wanted to clarify that by

 04       including these earnings statements, it would be a

 05       consideration.  How much weight you give it is up

 06       to the Commission.  It's certainly not going to

 07       mandate an outcome, but it is something that is

 08       presented as a consideration in this issue.

 09            MR. BALLINGER:  And I would like to add --

 10            CHAIRMAN LA ROSA:  Sure.

 11            MR. BALLINGER:  -- that it was -- the earnings

 12       test was really proposed by TECO as the

 13       justification for having a subsequent year

 14       adjustment, is that it would impact their earnings

 15       is why they needed the relief in the subsequent

 16       year.  And to, in my mind, to get rid of it, you

 17       get rid of the guardrails of having a range on a

 18       rate of return.

 19            Utilities add capital every year, you know,

 20       every month, they are adding capital, and it

 21       impacts their earnings when they do that, but you

 22       have growth and revenue and other things to offset

 23       that.

 24            So I think it is a important consideration for

 25       you to look at in these larger projects, and what
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 01       the impact is on earnings, but it's not dispositive

 02       of what you have to do in the future.

 03            CHAIRMAN LA ROSA:  Okay.  So I will kind of

 04       go, then, to where I -- where my last question was,

 05       was it tying our hands in the future.  You are

 06       saying we could put the weight that we so feel is

 07       necessary on it.  Are we limited in any other way?

 08            MR. BALLINGER:  I don't believe you are.  I

 09       don't believe you are.  I think it's just a

 10       consideration to look at on a project that's

 11       brought forward, and look at these safety,

 12       reliability, whatever, and earnings, what's the

 13       impact of this project, and then make your

 14       decision.

 15            CHAIRMAN LA ROSA:  All right.  Commissioners,

 16       questions or thoughts?  I don't know if that's

 17       helpful to you, or if there is anymore questions to

 18       ask of staff.

 19            Commissioner Fay, you are recognized.

 20            COMMISSIONER FAY:  Mr. Chairman, just one

 21       quick question, which I think, hopefully, would

 22       make some of this process a little bit more

 23       simplified, if there is such a thing on a complex

 24       issue like this.

 25            The recommendation does state that -- and this
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 01       is something that I sort of battled with a little

 02       bit to get some clarity.  But it does state in the

 03       recommendation that we look -- and the SYAs will

 04       substantially improve the safety, reliability or

 05       operational efficiency, and whether the projects

 06       will put pressure on the company's ability to earn

 07       within its range of return.  It doesn't say, and

 08       company earns below the rate of return, right?

 09            So I think the recommendation itself even sort

 10       of gets at what you were recommending, or what you

 11       were stating on this, and so I don't see a conflict

 12       kind of what's in front of us and what you are

 13       proposing, but maybe I am interpreting that a

 14       little too liberally.  Maybe staff can clarify for

 15       me.  It doesn't seem to say you have got to trigger

 16       below earnings.

 17            MS. NORRIS:  That's correct.

 18            COMMISSIONER FAY:  Okay.

 19            CHAIRMAN LA ROSA:  Yeah.  So here's my comment

 20       and thought, and I appreciate you pointing that

 21       out.

 22            I think it's left very ambiguous, at the end

 23       of the day, as it's stated.  I would maybe retract

 24       or move away from, but feel that this is maybe

 25       something for us to talk about further at maybe at
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 01       some future point, but feel like how this has kind

 02       of come up in this case, I -- if I could go back in

 03       time, I would probably spend more time and maybe

 04       ask more questions on it, but that's not what we

 05       have in front of us.  We have what we have.

 06            So I am okay moving away from where I was.  I

 07       had good discussion overall, but just feel like

 08       overall it has been kind of left ambiguous, and I

 09       think that's kind of maybe just where it lies, so I

 10       am willing to accept it, but not overly excited.

 11            Commissioners, further thoughts or questions?

 12            So let's, then, move from 94, off of 94 -- go

 13       ahead, Commissioner -- oh, gotcha.  So let's -- I

 14       appreciate you bringing that up.

 15            All right.  So we have a motion and a second,

 16       assuming that members still feel the way that they

 17       do, we will take that motion -- take that motion

 18       up.

 19            All those in favor signify by saying yay.

 20            (Chorus of yays.)

 21            CHAIRMAN LA ROSA:  Yay.

 22            Opposed no?

 23            COMMISSIONER FAY:  Can we just restate the

 24       motion just so --

 25            CHAIRMAN LA ROSA:  Yeah.  Go ahead.  Let's
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 01       restate the motion.

 02            COMMISSIONER CLARK:  The motion as I made it,

 03       Mr. Chairman, was to approve Issue 94 with the

 04       exception of my proposal to strike:  And whether

 05       the projects will put pressure on the company's

 06       ability to do so within its range of return.  My

 07       motion is to strike that sentence and approve it

 08       otherwise.

 09            COMMISSIONER FAY:  Okay.

 10            COMMISSIONER CLARK:  That was the motion and

 11       the second.

 12            COMMISSIONER FAY:  And that, I guess -- Mr.

 13       Chairman, that's not necessarily consistent with

 14       what we just discussed, so I am not trying to

 15       complicate Commissioner Clark's motion, but I just

 16       -- I want to be clear that the discussion was that

 17       it would have an impact on it, not that it would

 18       trigger it.  So I guess I can vote how I want to

 19       vote if we don't want to back it up.

 20            CHAIRMAN LA ROSA:  No.  We are going to make

 21       it clear.

 22            So I am going to go, then, back to staff and

 23       just can I ask, then, as the motion has been made,

 24       how does that change the factors?  I am not sure if

 25       I am asking that correctly, but how does that
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 01       change the factors that -- for us to consider?

 02            MS. HELTON:  Let me take a stab, and I am

 03       hoping that I get corrected if I am not stating

 04       this correctly.

 05            As I understand Commissioner Clark's motion,

 06       then he is removing that particular factor with

 07       respect to the Commission's ability to earn within

 08       its range of return, he is removing that as a

 09       factor for consideration when looking at subsequent

 10       year adjustments.

 11            COMMISSIONER CLARK:  That was correct.

 12            CHAIRMAN LA ROSA:  Okay.

 13            COMMISSIONER CLARK:  Vote the motion down and

 14       make a new motion if that's the body's privilege.

 15            CHAIRMAN LA ROSA:  All right.  So hearing a

 16       motion and hearing a second.

 17            All those in favor signify by saying yay.

 18            COMMISSIONER CLARK:  Yay.

 19            CHAIRMAN LA ROSA:  Opposed no?

 20            COMMISSIONER FAY:  No.

 21            CHAIRMAN LA ROSA:  No.

 22            Show that the motion fails.

 23            Do we want to rediscuss the issue will move

 24       on?  Okay.  Move on?

 25            COMMISSIONER FAY:  Mr. Chairman, in hopes of
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 01       maybe finalizing this, so as stated through the

 02       recommendation that some weight would be given to

 03       that return, which just staff pointed out, was

 04       something that TECO put forward in their filing, I

 05       would move that we approve staff's recommendation

 06       on Issue 924, unless you want to take it all

 07       together.  That's fine, I just want to make sure

 08       nobody has another issue that they want to --

 09            CHAIRMAN LA ROSA:  Okay.  So hearing a motion

 10       for that, is there any other issues that another

 11       Commissioner would like to bring up?  Seeing none,

 12       so hearing a motion.

 13            COMMISSIONER FAY:  Yeah, if not, then, Mr.

 14       Chairman, then what I would do is I would move for

 15       approval of staff's recommendation on Issues 94

 16       through 110.

 17            CHAIRMAN LA ROSA:  Issues in Block 9, Issues

 18       94 through 110, is there a second?

 19            Question, Commissioner Passidomo Smith.

 20            COMMISSIONER PASSIDOMO SMITH:  I am sorry.

 21       The only think I just want to just clarify Issue

 22       101, because we denied staff's recommendation on

 23       Issue 22.  I mean, this is a fallout sort of

 24       situation I guess, but that we would deny staff's

 25       recommendation on Issue 101, is that correct,
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 01       staff?

 02            MR. BALLINGER:  Correct.

 03            CHAIRMAN LA ROSA:  So we will come back --

 04            COMMISSIONER PASSIDOMO SMITH:  Can you make --

 05       yeah, thank you.

 06            CHAIRMAN LA ROSA:  Okay.  I am going to -- I

 07       am going to bring up one more issue, is that fair?

 08            COMMISSIONER FAY:  Yeah.  Absolutely.  I am

 09       happy to, Mr. Chairman, whatever you would like to

 10       do.

 11            CHAIRMAN LA ROSA:  Yeah, so Issue 102 --

 12            COMMISSIONER FAY:  Mr. Chairman, can I just

 13       withdraw my motion then?

 14            CHAIRMAN LA ROSA:  Yeah.  So the motion has

 15       been withdrawn.

 16            Let's move -- I am going to bring up Issue

 17       102, and again, apologize as I kind of put my notes

 18       together, right.

 19            So Issue 102 is the Polk Fuel Diversity

 20       Project.  So for similar reasons why I felt about

 21       the South Tampa Resiliency Project, I feel this has

 22       similar, kind of similar meaning behind it, right.

 23            Again, in looking through the statute and

 24       understanding kin of the direction that we are at,

 25       I felt that, you know, this ultimately would
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 01       mitigate natural gas spikes if that was to occur,

 02       adds a second fuel source in the event that there

 03       is a major hurricane, of course, or other natural

 04       cause that would mess with natural gas supply.

 05            I think there was testimony, fair testimony by

 06       the company within -- to include this project.  So

 07       I would like to -- I am leaning on moving to have

 08       the Polk Fuel Diversity Project included in the

 09       2027 SYA.  So -- well, that's where I stand.  Is

 10       there further discussion on it?

 11            Go ahead, Commissioner Fay.

 12            COMMISSIONER FAY:  Is there any discussion on

 13       it, I think?  So I will just weigh in.  I mean, I

 14       think back -- the item itself, Issue 24 that we

 15       dealt with is the main component of this.  You are

 16       speaking to be the SYA, which is Issue 102, relates

 17       to the 2027 SYA?

 18            CHAIRMAN LA ROSA:  Correct.

 19            COMMISSIONER FAY:  Okay.  Gotcha.  All right.

 20            MS. NORRIS:  Just to clarify, with that, it

 21       would be placed in service in 2026.  So there would

 22       be a component in the 2026 SYA, and then the

 23       annualized portion to recognize the full investment

 24       would be in a '27 SYA.  So as it stands currently,

 25       we don't have that '27 component based on that, but
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 01       it would affect both of those years.

 02            CHAIRMAN LA ROSA:  '26 and '27?

 03            MS. NORRIS:  Yes, sir.

 04            CHAIRMAN LA ROSA:  Okay.

 05            COMMISSIONER FAY:  And is this currently as

 06       proposed annualized from '25?

 07            MS. NORRIS:  My understanding is Polk fuel

 08       diversity would go into service in '26, I believe.

 09       So it would be '26 and '27.  This was not '25.

 10       Engineering could probably --

 11            MR. BALLINGER:  Right.  Commissioner Fay, you

 12       are -- there is the Polk Flexibility Project and

 13       the Polk Fuel Diversity Project.  They are two

 14       separate projects.

 15            COMMISSIONER FAY:  Okay.

 16            MR. BALLINGER:  So it wasn't tied to Issue 24

 17       at all.

 18            COMMISSIONER FAY:  Okay.

 19            MR. BALLINGER:  The Fuel Diversity Project is

 20       going into service in '26, so it would have an

 21       incremental impact in '26, and also an

 22       annualization into '27, is what I think is on the

 23       table.

 24            COMMISSIONER FAY:  Perfect.  Okay.

 25            CHAIRMAN LA ROSA:  I think that's clear.
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 01            Okay.  Any -- I appreciate that.  Thank you,

 02       staff.

 03            Any further questions or discussions on that?

 04       If so, I am willing to pass the gavel to

 05       Commissioner Graham.

 06            COMMISSIONER GRAHAM:  Chairman La Rosa, you

 07       are recognized.

 08            CHAIRMAN LA ROSA:  Thank you.  I should have

 09       asked for that before I handed it to you.

 10            So I move to find that the Polk Fuel Diversity

 11       Project is prudent and included as staff has laid

 12       out in '26 and '27.

 13            COMMISSIONER GRAHAM:  There is a motion.  Is

 14       there a second?

 15            Okay.  The motion and duly seconded.

 16            Any further discussion on the motion?

 17            Seeing none, all in favor say aye.

 18            (Chorus of ayes.)

 19            CHAIRMAN LA ROSA:  Any opposed?

 20            COMMISSIONER FAY:  Aye.

 21            COMMISSIONER GRAHAM:  One opposed.

 22            By your action, you have approved the motion.

 23            Mr. Chairman.

 24            CHAIRMAN LA ROSA:  Well, thank you.

 25            So let's move -- well, we are still in Block
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 01       9.  Is there any other discussion on any other

 02       issues in Block 9?  That one was interesting.

 03            All right.  So we will take a motion, if there

 04       is a motion, to move the remaining issues in Block

 05       9.

 06            Let's go to staff.  Staff.

 07            MS. BUYS:  The Issue 105 needs to be denied

 08       because of the South Tampa project, because we will

 09       have to update the O&M expenses.

 10            CHAIRMAN LA ROSA:  Yeah.  Can we go into a

 11       little more depth on that?  So how would 105 then

 12       be affected specifically?

 13            MS. NORRIS:  It would be multiple components

 14       where if there is O&M associated with that, the

 15       South Tampa piece that was in '26, so there -- it

 16       would also be as well as what, 107 as well.  So

 17       really, you could view it as the fallout of

 18       allowing South Tampa, technically it would be

 19       amending what staff would have recommended in those

 20       issues.

 21            CHAIRMAN LA ROSA:  Okay.  So that's all

 22       considered fallout.

 23            MS. NORRIS:  Considering that's amenable to

 24       GCL.  Is that --

 25            CHAIRMAN LA ROSA:  Is that fair?
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 01            MR. MARQUEZ:  Yep.

 02            CHAIRMAN LA ROSA:  Okay.  All right.

 03            MS. NORRIS:  As well as 103 being the rate of

 04       return based on the Commission's decision in 39, as

 05       that bounces back off of their Issue 39.  So the

 06       rate of return would be affected by the change in

 07       39, and it would flow through, so --

 08            CHAIRMAN LA ROSA:  Okay.  And I think that's

 09       fair to bring up as a fallout issue as well.  I

 10       will look for confirmation.

 11            MS. HARPER:  Yes.

 12            CHAIRMAN LA ROSA:  Yes.  Thank you.

 13            All right.  So it sounds like I got a motion

 14       on the table to approve all remaining issues in

 15       Block 9.  Is there a second?

 16            COMMISSIONER FAY:  Mr. Chairman, if you would

 17       allow me.

 18            CHAIRMAN LA ROSA:  Go ahead.

 19            COMMISSIONER FAY:  Okay.  Thank you.

 20            So I would move for approval of staff

 21       recommendation on all issues in Block 9, which

 22       excludes 102, which already has been addressed by

 23       the Commission, and include fallout for 103 and

 24       105, or any other fallout within these issues, and

 25       administrative authority to do so.
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 01            COMMISSIONER GRAHAM:  Second.

 02            CHAIRMAN LA ROSA:  Hearing a motion, and

 03       hearing a second.

 04            All those in favor signify by saying yay.

 05            (Chorus of yays.)

 06            CHAIRMAN LA ROSA:  Yay.

 07            Opposed no?

 08            Show that Block 9 is approved and modified

 09       accordingly.

 10            All right.  Let's move to Block 10.  These are

 11       now Issues 11 through 121, Issues 11 through 121,

 12       with the exception of 117, which we will take up at

 13       the 12/19 Agenda.

 14            Commissioners, do we have any questions,

 15       thoughts on any of those issues?

 16            Okay.  Seeing none, is there a motion on the

 17       table?

 18            COMMISSIONER GRAHAM:  Move staff

 19       recommendation on Block 9 -- I am sorry, Block 10.

 20            CHAIRMAN LA ROSA:  Hearing a motion, is there

 21       a second?

 22            COMMISSIONER CLARK:  Second.

 23            CHAIRMAN LA ROSA:  Hearing a motion and a

 24       second.

 25            All those in favor signify by saying yay.
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 01            (Chorus of yays.)

 02            CHAIRMAN LA ROSA:  Yay.

 03            Opposed no?

 04            Show that Block 10 is approved per staff's

 05       recommendation.

 06            Let's now go -- I guess, yes, sir.

 07            MR. FUTRELL:  Mr. Chairman, I just want to

 08       mention while we are still on the record here that

 09       in Issue 71, the Commission approved the 4 CP cost

 10       of service methodology.  And we just want to note

 11       that in 72, you approved that issue, but that 72

 12       also should reflect the 4 CP methodology.  And

 13       there is a mention in the staff analysis that makes

 14       this conditional upon the approval of 71, and that

 15       our understanding is your intention is that 4 CP

 16       will carry forward into 72 on transmission as well,

 17       and be consistent.

 18            So I don't think we are asking for a vote

 19       here.  We just want to clarify in the discussion

 20       here that the vote on 71 will also be consistently

 21       applied in 72 on transmission.

 22            CHAIRMAN LA ROSA:  Commissioners, is there

 23       opposition to that?  Seeing no opposition, that's

 24       accurate, yes.

 25            Okay.  You want to take out fallout issues?
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 01       Is there an appropriate way of doing that?  Yeah,

 02       go ahead.

 03            MS. HELTON:  Mr. Chairman, maybe if we could

 04       just get a motion that, you know, you have not

 05       moved staff on all issues, and so all of your

 06       decisions to deny staff will affect other issues,

 07       not all other issues, but some other issues.

 08            So if you would give staff administrative

 09       authority to make the appropriate changes in the

 10       remaining issues based on your votes where you

 11       denied staff, that would be, I think, appreciated.

 12            CHAIRMAN LA ROSA:  Is someone willing to take

 13       a stab at that?

 14            COMMISSIONER GRAHAM:  I think we will move

 15       staff recommendation on all issues, also giving

 16       them administrative authority for changes, and

 17       denials, and amendments that we have made on all

 18       the other previous blocks.

 19            CHAIRMAN LA ROSA:  Hearing a motion, is there

 20       a second?

 21            All right.  Hearing a motion and a second.

 22            All those in favor of the motion to allow

 23       staff to make the necessary changes as fallout

 24       issues signify by saying yay.

 25            (Chorus of yays.)
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 01            CHAIRMAN LA ROSA:  Yay.

 02            Opposed no?

 03            Show that the fallout issues are then taken

 04       care of.

 05            All right.  Is there any other business that

 06       we need to address?  Seeing -- all right, seeing

 07       none, thank you all.  Again, staff, I appreciate

 08       your work on this.  This was very much a unique

 09       case, and I appreciate you laying out the way that

 10       you did, and certainly all the work that's gone

 11       into it.

 12            So seeing no further business before us, see

 13       that this meeting is adjourned.

 14            (Proceedings concluded.)

 15  

 16  

 17  

 18  

 19  

 20  

 21  

 22  

 23  

 24  

 25  

�0104

 01                  CERTIFICATE OF REPORTER

 02  STATE OF FLORIDA   )

     COUNTY OF LEON     )

 03  

 04  

 05            I, DEBRA KRICK, Court Reporter, do hereby

 06  certify that the foregoing proceeding was heard at the

 07  time and place herein stated.

 08            IT IS FURTHER CERTIFIED that I

 09  stenographically reported the said proceedings; that the

 10  same has been transcribed under my direct supervision;

 11  and that this transcript constitutes a true

 12  transcription of my notes of said proceedings.

 13            I FURTHER CERTIFY that I am not a relative,

 14  employee, attorney or counsel of any of the parties, nor

 15  am I a relative or employee of any of the parties'

 16  attorney or counsel connected with the action, nor am I

 17  financially interested in the action.

 18            DATED this 20th day of December, 2024.

 19  

 20  

 21                      ______________________

                         DEBRA R. KRICK

 22                      NOTARY PUBLIC

                         COMMISSION #HH575054

 23                      EXPIRES AUGUST 13, 2028

 24  

 25  





