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ROBERT SCHEFFEL WRIGHT and JOHN T. LAVIA, Ill, ESQUIRES,
Gardner, Bist, Bowden, Dee, LaVia, Wright, Perry & Harper, PA, 1300
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DC 20001

WILLIAM C. GARNER, ESQUIRE, Garner Law Firm, 3425 Bannerman Road,
Unit 105, No. 414, Tallahassee, Florida 32312

On behalf of Sierra Club (Sierra)

JAMES W. BREW, LAURA WYNN BAKER and SARAH B. NEWMAN,
ESQUIRES, Stone, Mattheis, Xenopoulos & Brew, PC, 1025 Thomas Jefferson
Street, NW, Suite 800 West, Washington, DC 20007

On behalf of White Springs Agricultural Chemicals, Inc. d/b/a PCS Phosphate —
White Springs (PCS Phosphate).

PETER J. MATTHEIS, MICHAEL K. LAVANGA, and JOSEPH R. BRISCAR,
ESQUIRES, Stone, Mattheis, Xenopoulos & Brew, PC, 1025 Thomas Jefferson
Street, NW, Eighth Floor, West Tower, Washington, DC 20007

On behalf of Nucor Steel Florida, Inc. (Nucor).

WILLIAM C. GARNER, ESQUIRE, Garner Law Firm, 3425 Bannerman Road,
Unit 105, No. 414, Tallahassee, Florida 32312
On behalf of Southern Alliance for Clean Energy (SACE)

FREDERICK L. ASCHAUER, JR., ALLAN J. CHARLES, and LORI
KILLINGER, ESQUIRES, Lewis, Longman, and Walker, P.A., 106 East College
Avenue, Suite 1500, Tallahassee, Florida 32301
On behalf of Americans for Affordable Clean Energy, Inc., Circle K Stores, Inc.,
RaceTrac, Inc., and Wawa, Inc. (Fuel Retailers)

NIKHIL VIJAYKAR, ESQUIRE, Keyes Law Firm, 580 California Street, San
Francisco, California 94104
On behalf of EVgo Services, LLC (EVgo)

STEPHANIE U. EATON, ESQUIRE, Spilman Thomas & Battle, PLLC, 110
Oakwood Drive, Suite 500, Winston-Salem, North Carolina 27103

STEVEN W. LEE, ESQUIRE, Spilman Thomas & Battle, PLLC, 1100 Bent
Creek Blvd., Suite 101, Mechanicsburg, Pennsylvania 17050

On behalf of Walmart, Inc. (Walmart).
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SHAW STILLER and MAJOR THOMPSON, ESQUIRES, Florida Public Service
Commission, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850
On behalf of the Florida Public Service Commission (Staff).

MARY ANNE HELTON, ESQUIRE, Deputy General Counsel, Florida Public
Service Commission, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-
0850

Advisor to the Florida Public Service Commission.

KEITH C. HETRICK, ESQUIRE, General Counsel, Florida Public Service
Commission, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850
Florida Public Service Commission General Counsel

BY THE COMMISSION:

Background

Duke Energy Florida, LLC (DEF) is engaged in business as a public utility providing
electric service as defined in Section 366.02(1), Florida Statutes (F.S.), and is subject to the
jurisdiction of this Commission. DEF filed its Petition for Rate Increase, minimum filing
requirements (MFRs), and testimony on April 2, 2024. DEF filed its MFRs based on projected
test years from January 1 to December 31, 2025; January 1 to December 31, 2026; and January 1
to December 31, 2027. By Order No. PSC-2024-0092-PCO-El, issued April 11, 2024, a final
administrative hearing was scheduled for August 12 — 16, 2024, with August 19 — 23, 2024, also
reserved for the continuation and conclusion of the hearing, if necessary.

Intervention by the Citizens of the State of Florida through the Office of Public Counsel
(OPC) was acknowledged by Order No. PSC-2024-0041-PCO-El, issued February 16, 2024.
Petitions to Intervene filed by the following entities and associations were subsequently granted:
Florida Rising, Inc. and the League of United Latin American Citizens of Florida (collectively
(LULAC);! Florida Industrial Power Users Group (FIPUG);? Florida Retail Federation (FRF);®
Sierra Club;* White Springs Agricultural Chemicals, Inc. d/b/a PCS Phosphate - White Springs
(PCS Phosphate);> Nucor Steel Florida, Inc. (Nucor);® the Southern Alliance for Clean Energy
(SACE);” Americans for Affordable Clean Energy, Inc., Circle K Stores, Inc., RaceTrac, Inc.,
and Wawa, Inc. (collectively Fuel Retailers);® EVgo Services, LLC (EVgo);® and Walmart, Inc.

1 Order No. PSC-2024-0106-PCO-El, issued April 19, 2024.
2 Order No. PSC-2024-0107-PCO-El, issued April 19, 2024.
3 Order No. PSC-2024-0108-PCO-El, issued April 19, 2024.
4 Order No. PSC-2024-0109-PCO-El, issued April 19, 2024.
5> Order No. PSC-2024-0129-PCO-El, issued April 24, 2024.
& Order No. PSC-2024-0130-PCO-El, issued April 24, 2024.
" Order No. PSC-2024-0150-PCO-El, issued May 13, 2024.
8 Order No. PSC-2024-0184-PCO-El, issued June 4, 2024.

9 Order No. PSC-2024-0185-PCO-El, issued June 4, 2024.
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(Walmart).1® The Petition to Intervene by the Florida Solar Energy Industry Association was
denied without prejudice.!

The parties engaged in extensive discovery.? We conducted two virtual and four in-
person customer service hearings in June 2024. Over the course of these hearings, we heard
testimony from numerous DEF customers and public officials. This testimony related to DEF’s
historic rates and service, as well as the anticipated and perceived impacts arising from DEF’s
current rate request.

On July 15, 2024, DEF, OPC, FRF, FIPUG, Nucor, and PCS Phosphate (collectively
Signatories) filed a Joint Motion for Approval of 2024 Settlement Agreement (Motion for
Approval), with a copy of the 2024 Settlement Agreement appended thereto as Attachment 1.
The Settlement was wholly unopposed by the remaining parties. The Signatories requested that
we consider the Settlement Agreement during the two-week period that had been set aside for the
final hearing in this docket, and approve the Settlement Agreement in its entirety as being in the
public interest. Based on the representations in the Motion for Approval, the Prehearing Officer
issued a First Order Revising Order Establishing Procedure on July 24, 2025, and therein
scheduled a final hearing on the 2024 Settlement Agreement for August 21, 2024, with August
22, 2024, also reserved for the continuation and conclusion of the hearing, if necessary.

We conducted the final hearing on the 2024 Settlement Agreement (Settlement) on
August 21, 2024. We admitted Exhibits 1-274 into the record. The prefiled direct testimony of
DEF witnesses Melissa Seixas, Ned W. Allis, Reginald D. Anderson, Nicole Aquilina, Benjamin
M.H. Borsch, Rebekah E. Buck, Shannon Caldwell,*®* Matthew Chatelain, Timothy J. Duff,
Vanessa Goff, Hans Jacob, Jeffrey T. Kopp, Brian M. Lloyd, James J. McClay Ill, Adrian M.
McKenzie, Karl W. Newlin, Michael T. O’Hara, Marcia J. Oliver, John R. Panizza, Lesley G.
Quick, and Edward L. Scott; OPC witnesses James R. Dauphinais, David E. Dismukes, William
W. Dunkel, Daniel J. Lawton, Kevin J. Mara, and Helmuth W. Schultz 11I; Fuel Retailers witness
David Fialkov; EVgo witness Lindsey R. Stegall; FIPUG witnesses Jonathan Ly and Jeff
Pollack; FRF witness Steve W. Criss; LULAC witnesses MacKenzie Marcelin and Karl R.
Rabago; Nucor/PCS Phosphate witness Tony Georgis; Sierra Club witness Rose Anderson; and
Public Service Commission (PSC) Staff witnesses Angela Calhoun and Simon Ojada was
inserted into the record as though read. The prefiled rebuttal testimony of DEF witnesses Ned W.
Allis, Reginald D. Anderson, Benjamin M.H. Borsch, Matthew Chatelain, Timothy J. Duff,
Misty Easton, Vanessa Goff, Timothy S. Hill, Jeffrey T. Kopp, Brian M. Lloyd, Adrian M.
McKenzie, Sharif S. Mitchell, Karl W. Newlin, Michael T. O’Hara, Marcia J. Olivier, John R.
Panizza, Lesley G. Quick, Edward L. Scott, and Paige Swofford was also inserted into the record
as though read.

10 Order No. PSC-2024-0256-PCO-El, issued July 22, 2024.

11 Order No. PSC-2024-0257-PCO-El, issued July 22, 2024.

12 Intervenors, OPC, and PSC staff together served 2,374 interrogatories and 694 document requests on DEF,
resulting in over 75,000 pages of discovery responses from the utility. See T. Vol. | at 19.

13 DEF Witness Caldwell’s testimony was adopted by DEF Witness Misty Easton.
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DEF witness Olivier presented in-person testimony at the settlement hearing. Witness
Olivier and DEF witnesses Borsch and Chatelain were then made available as a panel for cross-
examination. Following questions posed to the panel from the Commission staff and
Commissioners, the record in this proceeding was closed.

This order addresses our approval of the Settlement, attached to this Order as Attachment
A. We have jurisdiction over this matter pursuant to the provisions of Chapter 120 and Sections
366.04, 366.05, and 366.06, Florida Statutes (F.S.).

Standard of Review

In reviewing a settlement agreement, we first “make [] factual findings based on the
evidence presented by the parties.” Floridians Against Increased Rates, Inc. v. Clark, 371 So. 3d
905, 910 (Fla. 2023) (referred to hereafter as FAIR). As the finder of fact, we must “consider all
the evidence presented, resolve conflicts, judge credibility of witnesses, draw permissible
inferences from the evidence, and reach ultimate findings of fact based on competent substantial
evidence.”** Each of those ultimate findings of fact must be supported by a preponderance of the
record evidence.® The Florida Supreme Court defines “preponderance of the evidence” as
follows:

The greater weight of the evidence, not necessarily established by the greater
number of witnesses testifying to a fact but by evidence that has the most
convincing force; superior evidentiary weight that, though not sufficient to free
the mind wholly from all reasonable doubt, is still sufficient to incline a fair and
impartial mind to one side of the issue rather than the other.

S. Fla. Water Mgmt. v. RLI Live Oak, LLC, 139 So. 3d 869, 872 n.1 (Fla. 2014). After making
factual findings, the second step in our analysis of a settlement agreement is for us to “decide[]
whether the settlement agreement, in light of [our] findings of fact, is in the public interest and
results in rates that are fair, just, and reasonable.”*® We review settlement agreements as a whole
to determine whether to approve them as being in the public interest.’

The Florida Supreme Court has identified the factors that we must consider when making
a determination of whether a settlement agreement is in the public interest:

The Legislature has provided that the Commission, in “fixing fair, just, and
reasonable rates for each customer class, . . . shall, to the extent practicable,
consider the cost of providing service to the class, as well as the rate history,
value of service, and experience of the public utility; the consumption and load
characteristics of the various classes of customers; and public acceptance of rate
structures.” 8 366.06(1). The Commission “shall also consider the performance of

14 Martuccio v. Dep't of Pro. Regul., Bd. of Optometry, 622 So. 2d 607, 609 (Fla. 1st DCA 1993) (citation omitted).
15 Section 120.57(1)(j), F.S.

16 FAIR, 371 So. 3d at 910.

17 See Sierra Club v. Brown, 243 So. 3d 903, 909 (Fla. 2018).
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each utility pursuant to [the Florida Energy Efficiency and Conservation Act]
when establishing rates for those utilities over which the commission has
ratesetting authority.” § 366.82(10), Fla. Stat. (2021). A reasonably explained
decision from the Commission must reflect that those factors have been
considered to the extent practicable.

FAIR, 371 So. 3d at 912 (alterations in original). The Court also noted additional factors that we

may consider in appropriate circumstances at our discretion:

[T]he Commission can consider “the efficiency, sufficiency, and adequacy of the
facilities provided and the services rendered; the cost of providing such service
and the value of such service to the public; the ability of the utility to improve
such service and facilities; and energy conservation and the efficient use of
alternative energy resources.” § 366.041(1), Fla. Stat. (2021). And the Legislature
has made clear that “it is in the public interest to promote the development of
renewable energy resources in this state.” § 366.91(1), Fla. Stat. (2021). Evidence
that these factors have been considered—where they are germane to determining
whether the settlement agreement is in the public interest and results in rates that
are fair, just, and reasonable—permits meaningful judicial review of the
Commission’s conclusions.

The Commission can also consider non-statutory factors if it explains why they
are relevant and how they relate to the Commission’s “historical and statutory
role.” Sierra Club, 243 So. 3d at 911.

Id. at 912.

Executive Summary

The general terms of the Settlement are as follows:

The term begins on January 1, 2025 and continues until, at a minimum, December 31,
2027.

DEF’s authorized return on equity is set at 10.30 percent (with a range of 9.30 to
11.30 percent).

DEF is authorized to implement a base rate revenue increase of $203 million for 2025
and an additional $59 million for 2026.

DEF is authorized to sell Investment Tax Credits related to the Powerline battery
project to offset the need for a 2027 rate increase.

No other base rate increases can occur before 2028 except for the Solar Base Rate
Adjustments (SoBRA).

DEF has the ability to construct up to 900 MW of solar generation prior to 2028,
which would be recoverable through a SOBRA.

The amount of the revenue requirement allocated to the residential class was capped
at 95% of the system average increase, with the revenue differential from this


https://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000006&cite=FLSTS366.041&originatingDoc=I167229605e2711eea23abe0556fad673&refType=SP&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)#co_pp_f1c50000821b0
https://www.westlaw.com/Link/Document/FullText?findType=L&pubNum=1000006&cite=FLSTS366.91&originatingDoc=I167229605e2711eea23abe0556fad673&refType=SP&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)#co_pp_f1c50000821b0
https://www.westlaw.com/Link/Document/FullText?findType=Y&serNum=2044556402&pubNum=0003926&originatingDoc=I167229605e2711eea23abe0556fad673&refType=RP&fi=co_pp_sp_3926_911&originationContext=document&vr=3.0&rs=cblt1.0&transitionType=DocumentItem&contextData=(sc.Search)#co_pp_sp_3926_911
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allocation being assigned on an equal percent basis to the remaining non-residential
classes.

e Reconnection fees will be eliminated for the term of the Settlement.

e DEF will not disconnect power for residential customers for nonpayment on high
temperature days.

e DEF will provide a credit to certain customers that are affected by the minimum bill
provision.

e DEF is authorized to continue the electric vehicle off-peak charging load
management program and to start a make ready credit electric vehicle program.

e DEF will continue to apply the dismantlement accrual from the 2021 Settlement
Agreement except for any SOBRAS.

e DEF is required to file its next dismantlement and storm reserve studies when it files
its next rate case.

e DEF may implement a true-up for Production Tax Credits related to investment in
solar generation.

e DEF is authorized to implement an Asset Optimization Mechanism.

e DEF will not execute any new natural gas hedging contracts.

As already discussed, the parties and Commission staff engaged in extensive and
voluminous discovery, totaling more than 75,000 pages. Typically, electric rate cases of this
magnitude involve well over 100 issues to be resolved at hearing. However, the Florida Supreme
Court has held that:

[W]hile the Commission need not “resolve every issue independently” in its final
order when it is reviewing a settlement agreement, it must nonetheless “discuss[]
the major elements of the settlement agreement and explain[] why it [is] in the
public interest.”

FAIR, 371 So. 3d at 912 (alterations in original).

We reviewed the Settlement and determined that it contains the following 18 major
elements: (1) cost of capital; (2) 2025 projected test year revenue requirement; (3) 2026
subsequent year adjustment; (4) Powerline battery energy storage system and investment tax
credit monetization; (5) revenue allocation; (6) elimination of reconnection fees; (7)
disconnections for extreme weather; (8) minimum bill adjustments; (9) SoBRAs; (10) future
fossil fuel generation; (11) electric vehicle charging programs; (12) tax changes; (13) revised
dismantlement accrual; (14) adjusted depreciation study; (15) a true-up process for production
tax credits; (16) Asset Optimization Mechanism; (17) storm damage cost recovery, and (18)
demand-side management related terms.'® Each element is discussed in detail below and
analyzed based on the record evidence and applicable law.

While the remaining issues in this case are not specifically addressed in this Order, we
took all issues relevant to this docket into consideration.

18 Order No. PSC-2024-0360-PHO-EI, issued August 15, 2024.
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The Settlement before us results in rates that are materially less than requested in the
initial petition by DEF. As previously noted, the Settlement is signed by six parties and wholly
unopposed by the remaining parties. Notably, the Settlement commits DEF to a three-year stay-
out, and limits the Company to only the base rate increases set forth in the Settlement during that
period. Ultimately, we find that the Settlement is fair, just, and reasonable and is in the public
interest.

Decision

We consider the Settlement as a whole in making our ultimate determination of whether
to approve it as being in the public interest and establishing rates that are fair, just, and
reasonable. Consistent with the Supreme Court’s direction in FAIR, we first examine the major
elements of the Settlement to determine whether and how each one impacts rates and the public
interest in the context of the overall settlement.

1. Cost of Capital

The Settlement includes a mid-point return on common equity (ROE) of 10.30 percent
with a range of 9.30 percent to 11.30 percent. In its filing, DEF requested an ROE of 11.15
percent. The intervenors’ recommendations ranged from 9.45 to 9.50 percent. The negotiated
10.30 percent ROE is within the range of 9.45 percent to 11.15 percent as advocated by the
parties and is a significant reduction to DEF’s requested ROE of 11.15 percent, resulting in fair,
just, and reasonable rates. The evidence demonstrates that this level of ROE will provide DEF a
reasonable return on common equity and allow DEF to maintain its financial integrity and
creditworthiness so that the Company can invest in safe and reliable electric service, which
benefits customers.

In fixing a reasonable rate of return within the range of 9.30 percent to 11.30 percent, we
are guided by the long-established Hope'® and Bluefield®® standards. Under these standards, a
reasonable return is one that is commensurate with the return investors would expect from like
investments of comparable risk, is reasonably sufficient to assure investor confidence that the
utility is financially sound, and is adequate to attract capital on reasonable terms. We believe a
just and reasonable ROE is integral to meeting sound regulatory economics and the standards set
forth by the U.S. Supreme Court.

The Bluefield case set the standard against which just and reasonable rates are measured:

A public utility is entitled to such rates as will permit it to earn a return on the
value of the property which it employs for the convenience of the public equal to
that generally being made at the same time and in the same general part of the
country on investments in other business undertakings which are attended by
corresponding risks and uncertainties. . . . The return should be reasonable,

19 Fed. Power Comm’n v. Hope Natural Gas Co., 320 U.S. 591 (1944).
20 Bluefield Water Works & Improvement Co. v. Pub. Serv. Comm’n, 262 U.S. 679 (1923).
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sufficient to assure confidence in the financial soundness of the utility, and should
be adequate, under efficient and economical management, to maintain and support
its credit and enable it to raise money necessary for the proper discharge of its
public duties.

Bluefield, 262 U.S. at 692-93. The Hope case expanded on the guidelines as to a reasonable
ROE, reemphasizing the findings in Bluefield and establishing that the rate-setting process must
produce an end result that allows the utility a reasonable opportunity to cover its capital costs.

From the investor or company point of view it is important that there be enough
revenue not only for operating expenses but also for the capital costs of the
business. These include service on the debt and dividends on the stock . . . . By
that standard, the return to the equity owner should be commensurate with returns
on investments in other enterprises having corresponding risks. That return,
moreover, should be sufficient to assure confidence in the financial integrity of
the enterprise, so as to maintain credit and attract capital.

Hope, 320 U.S. at 603 (citations omitted).

Regarding comparable risk, the preponderance of the evidence demonstrates that DEF’s
risk profile is comparable to the group of electric companies used by the ROE witnesses to
develop their respective ROE recommendations. The equity ratio of 53.0 percent is comparable
to DEF witness McKenzie’s comparable group average equity ratio of 53.8 percent for the
operating companies owned by the electric utility companies that comprised the proxy group
used to develop the recommended ROEs.

DEF provided justification and support for a 53.0 percent equity ratio, based on investor
sources, in its original filing. This level of common equity in the regulatory capital structure is
consistent with how DEF finances investment and is a continuation of the equity ratio that we
approved as part of the settlement agreement in DEF’s 2021 rate case.?! When combined with an
ROE of 10.30 percent, the capital structure allows DEF the opportunity to maintain its financial
integrity and creditworthiness, which benefits customers. The preponderance of the evidence
demonstrates that the Company’s capital structure has positively contributed to its ability to
provide reliable service at reasonable rates. We further note that a strong capital structure can
assure investors that the utility is financially sound, which in turn benefits all customers by
attracting capital on reasonable terms.

We set DEF’s current ROE of 10.10 percent on October 21, 2022.?2 The ROE agreed
upon by the parties in the Settlement is only 20 basis points greater than its current ROE.

2L Order No. PSC-2021-0202-AS-El, issued June 4, 2021, in Docket No. 20210016-El, In re: Petition for limited
proceeding to approve 2021 settlement agreement, including general base rate increases, by Duke Energy Florida,
LLC.

220rder No. PSC-2022-0357-FOF-EI, issued October 21, 2022, in Docket No. 20220143-El, In re: Petition for
limited proceeding to implement return on equity trigger provision of 2021 settlement agreement, by Duke Energy
Florida, LLC., p. 4.
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Further, the reduction in ROE from 11.15 percent as initially requested to 10.30 percent
decreased the weighted average cost of capital from DEF’s initial request of 7.01 percent to 6.61
percent and resulted in a revenue requirement reduction of $108,695,000. The applicable annual
Allowance for Funds Used During Construction (AFUDC) rate agreed to by the parties in the
Settlement is equal to the weighted average cost of capital of 6.61 percent and will be used in all
years for the term of the Settlement. The significant reduction in revenue requirement benefits
customers and helps to make electric costs more reasonable.

We conclude that a regulatory ROE of 10.30 percent for all purposes, with an authorized
ROE range of 9.30 percent to 11.30 percent, combined with a capital structure that includes an
investor supplied equity ratio of 53.0 percent, as set forth in the Settlement, is supported by the
record, is in accord with controlling law and, as part of the Settlement, results in rates that are
fair, just, and reasonable.

2. 2025 Test Year Revenue Increase

In its Petition, DEF’s requested revenue increase for the 2025 test year was $593.4
million. In response to this initial request, OPC filed the direct testimony of witness Schultz.
Witness Schultz testified that DEF would have a revenue sufficiency, or surplus, “of at least
$27.990 million” in 2025. Therefore, according to witness Schultz, DEF’s requested revenue
increase was not needed.

In a Notice of Identified Adjustments (NOIA) filed on June 6, 2024, DEF reduced its
initial request for 2025 from $593.4 to $502.7 million. Almost the entirety of this $90.7 million
reduction flows from an update and adjustment in DEF’s sales forecast for 2023,2% and the
extension of the retirement date of the Anclote Plant from 2029 to 2042.

As part of the Settlement, DEF agreed to reduce further its request for a 2025 increase
from $502.7 million to $203 million. The difference between these requests is $299.7 million.
Exhibit 1 of the Settlement specifies and describes the individual adjustments to DEF’s 2025
Revenue Requirement that make up this total. Some of these adjustments are accomplished by
changes to accounting approaches, such as extending useful lives for combined cycle and solar
generating facilities in the depreciation study ($16 million), removing a dismantlement accrual
increase ($13 million), and delaying cost recovery for removal of regulatory asset from 2025 to
2026 ($18 million). Another $37 million reduction is based on removal of certain planned solar
installations set forth in the Petition. However, pursuant to the Solar Base Rate Adjustment
mechanism in the Settlement and discussed in Section 9 of this Order, DEF has the option to
seek approval to construct these facilities in 2025 and recover these same “reductions” through
increased base rates. We also note that the largest overall reduction is the change in the overall
weighted average cost of capital ($108 million) that flows from the reduction in DEF’s proposed
return on equity and certain of the listed adjustments.

23 DEF’s as-filed forecasts were prepared in spring 2023, but the Company later updated all its customer and load
forecasts in its NOIA to its fall 2023 forecasts.
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One of the inputs to the 2025 Test Year Revenue Increase contained in the Settlement is
the Sales Forecast Adjustment.?* It is the only adjustment that represents an addition ($1.5
million) to DEF’s requested revenue increase of $502.7 million. We note that the utility has
exhibited a consistent pattern of underforecasting Net Energy for Load each year, which implies
a direct impact on sales revenue. We further note that DEF bases its sales forecasts in part on
weather variables, including 30-year averages of cooling degree days (CDD) and heating degree
days, rather than reflecting the positive trend that is present in the CDD data and is likely to
continue. Projecting sales based on applying a higher weighting to more recent years’ degree
data relative to earlier years’ degree data, in order to capture some element of trend, yields a
higher sales forecast than that provided by DEF (0.54 percent), accounting for approximately
$15.5 million in underforecasted electricity sales revenue. Thus, the Settlement’s $1.5 million
revenue increase adjustment related to DEF’s sales forecast, if viewed as a stand-alone
adjustment rather than part of a comprehensive whole, appears to us to result in an outcome
favorable to the utility. However, DEF witness Borsch explained that this adjustment “was made
as a negotiated part of the settlement, and is part of the comprehensive whole of the Settlement,”
thus implying that other settlement considerations may have been included in the adjustment.

We find that the $203 million revenue increase beginning January 1, 2025, is supported
by the record, consistent with the law, and, as part of the Settlement, results in rates that are fair,
just, and reasonable. The Settlement reflects the separate cost recovery of DEF’s planned solar
installations from base rates, allowing the Company to petition us to add solar facilities in the
future and recover the associated revenue requirements through the agreed upon solar base rate
adjustments. DEF witness Olivier testified that the 2024 Settlement Agreement is a fair
compromise that takes into account customers’ concerns over rate impacts, while also allowing
the Company to secure capital and recover their costs.

3. 2026 Subsequent Year Adjustment

In its Petition, DEF’s revenue increase request for the 2026 test year was $97.9 million.
This request was increased by $6.6 million in the Company’s NOIA, resulting in revised revenue
increase request of $104.5 million. Pursuant to paragraph 3 of the Settlement, DEF may increase
base rates by $59 million for 2026. In its Petition, DEF also requested a revenue increase for the
2027 test year in the amount of $128.6 million, but the Settlement includes no provision for a
2027 revenue increase.

Prior to the Settlement, OPC witness Schultz proposed adjustments to DEF’s requested
2026 revenue increase. Based on these adjustments, it was OPC’s position that DEF would have
a revenue sufficiency, or surplus, of $11.377 million in 2026.

Of the agreed-upon $59 million revenue increase for the 2026 test year, $18.8 million of
amortization expense is included and is related to a regulatory asset that DEF has had on its
books for many years.?® Aside from this identified amortization expense, the remainder of the

24 Settlement, Exhibit 1, page 1.
% Order No. PSC-2010-0131-FOF-El, issued March 5, 2010, in Docket Nos. 20090079-El, In re: Petition for
increase in rates by Progress Energy Florida; 20090144-El, In re: Petition for limited proceeding to include Bartow
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$59 million revenue increase is a negotiated amount and no cost support was included in the
Settlement.

In DEF’s original filing, amortization of the identified $18.8 million regulatory asset was
to begin in 2025. However, the Settlement defers this amortization until 2026. As directed by
Order No. PSC-2010-0131-FOF-EI, DEF began to amortize a portion of its theoretical reserve
imbalance. However, when DEF filed its updated depreciation rates with the Federal Energy
Regulatory Commission (FERC) in Docket No. ER11-3584-000, FERC ordered DEF to amortize
these amounts to a regulatory asset, rather than as a reduction to its depreciation reserve, as was
originally intended. Subsequent to these Orders being issued, DEF entered into a settlement
agreement that allowed for flexibility in the amounts of this amortization.?®

Since that time, DEF has entered into several settlement agreements that have all deferred
the amortization of this regulatory asset. Currently, this regulatory asset is $478 million. The
Settlement allows DEF to begin amortizing this amount over the average remaining life of all of
its assets, which is 25.5 years. This results in an annual amortization of $18.8 million. Further,
the Settlement defers the start of this amortization to 2026.

DEF stated that:

The 2024 Settlement Agreement, taken as a whole, is in the public interest and
contributes to safe reliable electric service, and fair, just, and reasonable rates.
With respect to this particular provision, the settlement amount is a negotiated
compromise that represents a significant reduction from DEF’s litigated request,
which was $502.7 M (taking into account the June 6, 2024 Notice of Identified
Adjustments).

This provision balances the needs of the utility and the rate impacts to customers, is
supported by the record, and, as part of the Settlement, results in rates that are fair, just, and
reasonable.

4, Powerline Battery Storage Project and Investment Tax Credit Monetization

The Powerline battery energy storage system (BESS) is a 100 MW lithium-ion battery
storage project with a projected in-service date of March 2027. Because the Powerline BESS
would be interconnected with DEF’s existing Powerline substation, it is eligible for the Inflation

repowering project in base rates, by Progress Energy Florida, Inc.; and 20090145-El, In re: Petition for expedited
approval of the deferral of pension expenses, authorization to charge storm hardening expenses to the storm
damage reserve, and variance from or waiver of Rule 25-6.0143(1)(c), (d), and (f), F.A.C. by Progress Energy
Florida, Inc.

% Order No. PSC-2010-0398-S-El, issued June 18, 2010, in Docket Nos. 20090079-El, In re: Petition for increase
in rates by Progress Energy Florida; 20090144-El, In re: Petition for limited proceeding to include Bartow
repowering project in base rates, by Progress Energy Florida, Inc.; and 20090145-El, In re: Petition for expedited
approval of the deferral of pension expenses, authorization to charge storm hardening expenses to the storm
damage reserve, and variance from or waiver of Rule 25-6.0143(1)(c), (d), and (f), F.A.C. by Progress Energy
Florida, Inc.
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Reduction Act’s Energy Community tax credit. With the savings generated from energy
arbitrage and the tax credits, the Powerline BESS is projected to be cost-effective. Furthermore,
the Powerline BESS contributes to DEF maintaining system reliability. We find the Powerline
BESS is appropriate for inclusion in the Settlement.

The Settlement allows DEF to take advantage of a provision in Internal Revenue Code
Section 6418 that allows companies like DEF to sell or transfer Investment Tax Credits (ITCs)
such as those associated with the BESS. The current IRS guidance states that upon transfer the
ITCs are not subject to IRS tax normalization rules.?” This will allow DEF to flow the ITC
benefits through to customers in 2027 if two conditions are satisfied. First, the BESS must be
placed into service in 2027. Second, DEF must have current income tax expense in 2027 that is
equal to or greater than the amount of the ITCs. As agreed to in the Settlement, DEF would then
create a regulatory asset to defer an amount of current tax expense up to the amount of the ITCs,
but no more than $50 million, and amortize the regulatory asset over the remaining life of the
BESS, consistent with the amortization period of the ITC liability.

DEF has included scenarios that provide examples of alternative recovery treatment in
the event that DEF is unable to receive or transfer the full investment tax credit of $50 million.
These scenarios cover a range of in-service dates, levels of tax liability, cost overruns, and
project cancellation, all with the intention of providing a similar benefit to its customers. If DEF
cancels the Powerline BESS project, then the Company would reduce the amount of the 2027
revenue requirement from $67 million to $45 million and the Company would be limited to the
lesser of $45 million or an amount that results in a retail ROE not to exceed 10.0 percent. DEF
would then recover this amount in 2028 and 2029 through the Capacity Cost Recovery Clause.

We find that the BESS and proposed treatment of the associated ITCs, as set forth in the
Settlement, allows DEF to maintain its system reliability while mitigating the need for a potential
rate increase in 2027. Based on the evidence in the record, we conclude the BESS and proposed
treatment of the associated ITCs is consistent with the law, and contributes to fair, just, and
reasonable rates for DEF’s customers.

5. Revenue Allocation

DEF’s proposed allocation of the requested revenue increase to the rate classes is shown
in its MFR schedules and in an exhibit sponsored by witness Chatelain. This exhibit
demonstrates that DEF’s proposed rate class revenue increases are limited such that an individual
rate class increase may not exceed 150 percent of the overall percentage increase in the
Company’s total revenues and may not receive a decrease. Witness Chatelain explained that

27 Treasury Decision 9993 provided final regulations under IRC Section 6418 in April 2024. While the final
regulations did not specifically rule on the normalization rules with regard to credits transferred under IRC Section
6418, the preamble to the final regulations within TD 9993 included a clarification from Treasury and the IRS that
the transferor (i.e., seller) of a credit is not subject to the normalization rules with respect to the cash consideration
received for the credit. When combined with the statutory language in IRC Section 6418 that the transferee (i.e.,
buyer) shall be treated as the taxpayer with respect to the transferred credit, the transferred credit is not subject to tax
normalization.
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when moving rate schedules closer to a more cost-justified basis, it is important to consider the
impact upon customers and to employ the principle of “gradualism.”

Witness Olivier stated in direct testimony that the cost of service study shows that at
present rates, certain rate classes, such as RS and GS-1, are above rate parity, while other classes,
such as GSD and CS/IS, are below parity. As shown on Exhibit MJC-2, RS customers would be
allocated an additional $18,541 million in 2025 under DEF’s proposed rates in order to limit the
increase to the rate classes that are below parity to no more than 1.5 times the system average
increase percentage. FIPUG witness Pollock testified that DEF has followed the Commission’s
long-standing policy to move all rates closer to cost, subject to gradualism.

Pursuant to paragraph 6 of the Settlement, DEF will allocate the revenue adjustments
provided in paragraph 3 of the Settlement to all rate classes on an equal percentage basis, “except
that revenues allocated to residential service shall be 95 percent of the system average increase
and the revenue differential from a system average allocation shall be assigned on an equal
percentage basis to the remaining non-residential classes.”

Witness Olivier testified that the settlement’s change to residential revenue allocation
was “[i]n order to balance the financial impact across various customer groups while providing
some relief to residential customers...” Witness Olivier further stated, “[t]his [provision]
contributes to providing fair, just, and reasonable rates for customers.” Currently, the residential
class is above parity and a percentage lower than 95 would bring them closer to parity. In
response to an interrogatory, witness Olivier stated that “[t]he allocation of revenues to
residential service at 95 percent of the system average is a negotiated term agreed upon by the
parties. For decades prior to this settlement, adjustments to base rates have been made on a
levelized basis, so this settlement is the first in a very long time to move customers closer to rate

parity.”
The residential allocation provision is supported by the record, and provides a reasonable

and lawful approach agreed upon by the parties to move residential customers closer to parity
with non-residential classes.

6. Elimination of reconnect fees and the reallocation of foregone revenue

Pursuant to paragraph 12 of the Settlement, for the duration of the settlement term, DEF
will set the reconnection fee charge to zero. DEF will be allowed to recover the approximately
$3 million annually that it would have recovered from reconnect fees through reallocation to
other elements of its base rates. Customers will still see a line item on their bill for “reconnect
charge,” but it will reflect $0.

Witness Chatelain stated that because the utility is not differentiating between regular
reconnections and after hours reconnections, the fees for both will be set to zero dollars. DEF
witness Seixas, state president for DEF, stated in comments to the Commission that reconnection
fees for all customers, including those who have been disconnected for nonpayment, will be
waived for the settlement term. Witness Olivier stated that elimination of the fee may allow
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customers who are disconnected for non-payment to bring their account current and avoid
extended periods without power.

In its opening statement, counsel on behalf of LULAC stated that DEF’s agreement to
waive reconnection fees after customers are disconnected for nonpayment will make it easier for
customers to get their electricity reconnected if they fall behind on their bills. Counsel on behalf
of LULAC also stated that while they did not sign the Settlement, the waiver of reconnection
fees is one of the reasons they support the Settlement. We have considered this representation of
public acceptance of the policy in our decision.

The waiver of reconnection fees for the settlement term provides a reasonable approach
agreed upon by the parties and is supported in the record.

7. Extreme Weather Disconnections

Pursuant to paragraph 13 of the Settlement, for the duration of the settlement term, DEF
will not disconnect power for nonpayment of bills for any customer in a DEF Operations Zone
with a projected actual temperature of 95 degrees or greater, or with a forecasted 105-degrees
heat index, for the day as of 7:00 a.m. local time. DEF has four operational zones: North Coastal,
South Coastal, North Central, and South Central. DEF will measure these temperatures using its
own meteorological forecasts. Witness Quick stated that the values for the projected temperature
and heat index were a negotiated term agreed upon by the parties. In addition, witness Quick
explained that DEF’s meteorology department uses a model that is built and disseminated by the
National Oceanic Atmospheric Administration and the National Weather Service. The model’s
forecasts will be applied to the DEF Operations Zones to determine if any weather expectations
will be applicable.

Witness Olivier listed several provisions related to customer connections, including
suspending disconnections on high temperature days. Witness Olivier testified that suspending
disconnections on high temperature days is among the provisions related to customer
connections that will have the potential to provide value to residential customers. Witness Olivier
asserted that this particular provision is a negotiated term to protect customers from being
without electricity during certain extreme weather events or conditions.

In its opening statement, counsel on behalf of LULAC stated that although it did not sign
the settlement agreement, the heat disconnection policy is one of the reasons it supports the
Settlement. We have considered this representation of public acceptance of the policy in our
decision.

The suspension of disconnections on high temperature days provides a reasonable
approach agreed upon by the parties and is supported in the record.
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8. Minimum Bill Adjustments to Income-Qualified Customers

Pursuant to paragraph 15 of the Settlement, DEF is permitted to continue the
implementation of the $30 minimum monthly bill applicable to residential and general service,
non-demand customers. However, the Settlement included a new provision that allows an
income-qualified customer who receives a $30 minimum bill to receive an equivalent bill credit
so that the bill will reflect the customer charge and actual usage rather than the $30 minimum.
The Settlement specifies the documentation an income-qualified customer has to submit to DEF
to qualify for a minimum bill credit. Net metering customers are not eligible for the bill credit.

By Order No. PSC-2021-0202-AS-EI (2021 Settlement), we approved the inclusion of a
$30 monthly minimum bill for residential (RS) and General Service Non-Demand (GS)
customers. Pursuant to the minimum bill provision, customer bills are subject to the minimum
bill if the total electric service charges (customer charge, energy charge, fuel factor, and asset
securitization charge) are less than $30. DEF witness Chatelain testified that DEF did not
propose any changes to the minimum bill for RS and GS customers. Witness Olivier testified that
the estimated minimum bill revenues were included in the forecasted base rate revenues.

Witness Olivier explained that DEF would describe the minimum bill in a section on its
website. Witness Oliver also clarified that once an income qualified customer contacts DEF
about adjusting the bill, DEF will internally track and adjust future bills for those customers.
Witness Olivier stated that DEF supports inclusion of this provision in the Settlement, but does
not believe the DEF will get a significant amount of calls for minimum bill adjustments.

The minimum bill adjustment to income-qualified customers provides a reasonable
approach agreed upon by the parties to assist income-qualified customers, is consistent with our
precedent, and is supported by this record.

0. Solar Base Rate Adjustment (SOBRA)

In DEF’s petition, DEF requested cost recovery for 14 new solar projects, totaling 1,050
MW, to be placed in-service from 2025 to 2027. These 14 new solar projects would consist of
six projects in 2025, four projects in 2026 and four projects in 2027. Additionally, DEF
requested that its existing Clean Energy Connection (CEC) program, a voluntary community
solar program, be expanded to include the first five solar projects, totaling 375 MW, to be placed
in-service between 2025 and 2026. Following the initial filing, DEF indicated it was
experiencing difficulty in procuring necessary construction components and, therefore, certain
solar facilities would be delayed beyond their initial in-service dates. OPC witness Dauphinais
testified that although the 2025 to 2027 solar projects were not necessary for reliability, 12 of the
14 proposed projects were cost-effective and forecasted to provide benefits for DEF ratepayers.

The Settlement would establish a SOBRA mechanism that would allow DEF to construct
300 MW of solar generation per year, from 2025 to 2027, for a total of 900 MW. This would
modify DEF’s initial cost recovery request, with a reduction from 14 to 12 solar projects of
approximately 75 MW each.
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The Settlement establishes that DEF will file a request for approval of groups of solar
generation projects in separate dockets for our approval which, in contrast to the initial rate
request, would be closer to the units’ in-service dates allowing for more accurate cost
projections. Within these separate dockets, DEF must demonstrate three aspects of
reasonableness and cost-effectiveness for each group of solar projects. First, DEF must
demonstrate that each group of SOBRA projects shows positive benefits that exceed costs within
ten years of the commercial in-service date, on a Cumulative Present Value Revenue
Requirements (CPVRR) basis. Second, DEF must demonstrate that the solar projects will be 100
percent dedicated to serve retail load. Finally, DEF must show that the proposed projects meet a
1.15 to 1 benefit-to-cost ratio. Furthermore, SOBRA projects are subject to true-up provisions
that will require DEF to reduce base rates respectively if capital expenditures are less than
approved projected costs. For each SOBRA project that is approved for cost recovery, DEF’s
base rates will be increased by the incremental annualized base revenue requirement for the first
12 months of operation, but such recovery will not commence before the entire solar project is in
service.

The increased solar generation provided by the proposed SoBRA mechanism will
promote the development of renewable energy resources, produce savings for customers by
reducing fuel costs, and diversify the types of fuel used to generate electricity. The adoption of
the SOBRA mechanism would reduce uncertainty that is present in the initial rate request. The
SoBRA will also allow us to evaluate the cost-effectiveness of the projects closer to in-service
dates versus setting base rates solely on projected costs.

10. Process to Approve Acquisition of Future Fossil Generation

The Settlement allows DEF to seek our approval for the acquisition of up to 750 MW of
fossil generation during the term of the Settlement. Pursuant to the Settlement terms, we would
have an opportunity to review the request for approval after its submission, and cost recovery
would be dependent upon our decision in a final order that the proposed acquisition is cost-
effective. We are not limited by the Settlement in evaluating any other factors we may consider
relevant. We note this provision of the Settlement describes a process that would allow DEF to
seek incremental cost recovery of a generation acquisition during the term of the Settlement
much like our current limited proceeding process and does not bind our future action(s).

There was no proposal associated with future fossil acquisitions matching this proposed
Settlement term in the Company’s original filing and no parties argued against this term during
the evidentiary hearing. We further note that absent the Settlement, DEF would be able to
petition for and we would evaluate the same request through our existing limited proceeding
process pursuant to Rule 25-6.0431, Florida Administrative Code (F.A.C.).

The Fossil Acquisition term in the Settlement allows DEF to pursue the acquisition of
cost-effective generation projects in a manner similar to our existing procedures and does not
bind future Commission actions. The term does not in and of itself impact rates or the provision
of service. It only gives notice of potential future action and the procedure that will apply to that
action. Thus, our determinations on the substance of Fossil Acquisition will be made is a later,



ORDER NO. PSC-2024-0472-AS-El
DOCKET NO. 20240025-El
PAGE 18

separate docket. Because the term applies to an action that may take place during the period
covered by the Settlement and may affect rates, it is appropriately included in the Settlement.

11. Electric Vehicle (EV) Charging Programs

The 2021 Settlement Agreement allowed DEF to implement the residential EV Off-Peak
Charging Load Management Program (OPCLMP) as a pilot program. The Settlement removes
limitations on participation that were placed on the OPCLMP during its pilot phase, and also
reduces the credit for participation in the program from $10.00 per month to $7.50. DEF witness
Chatelain testified that DEF believes participants in the program are shifting load and thus
benefitting the system as a whole. DEF witness Duff testified that as of December 2023, 65% of
pre-enrollment on-peak EV charging has been moved to off-peak hours. Furthermore, witness
Duff testified that the program reduces system costs, creates downward pressure on rates, and
could delay the replacement of system assets, deferring costs.

In its current rate case filing, DEF requested authorization to add a Make Ready Credit
(MRC) EV program. The Settlement requested that we approve the program as proposed, and
allow DEF to defer the costs to a regulatory asset to be amortized over a period of 48 months,
beginning no sooner than January 1, 2025. Under the Settlement, DEF will publish the MRC
program custom incentive calculator (for public chargers over 50 kW) on its website and make
an annual informational filing with us to provide any updates to the underlying assumptions and
inputs. DEF’s MRC program will allow customers or contractors to receive payment for the
installation of EV charging equipment at a residential or non-residential location. Witness Duff
testified that the credits for residential customers will not exceed the estimate of the aggregate
increase in electric revenue for the first four years following the installation of EV charging
equipment as part of the MRC program.

The Settlement allows DEF to continue to amortize over five years any costs recorded in
a regulatory asset between 2021 and 2024 that are associated with the rebate program for
Commercial & Industrial customers established in the 2021 Settlement Agreement,?® and to
continue to own and operate the Direct Current Fast Charge (DCFC) and level 2 charging
stations that it was authorized to install as a result of the 2017?° and 2021 Settlement
Agreements. Finally, DEF requested to file for separate Commission approval of an optional
pilot rate suitable for EV DCFC customers and will work with interested parties to develop the
proposed pilot rate.

No party filed testimony objecting to these programs, and the settlement agreement
reached among parties supports approval. Parties that propounded discovery regarding these
programs either signed the settlement agreement or did not object to any part of it.

2 Order No. PSC-2021-0202-AS-El, issued June 4, 2021, in Docket No. 20210016-El, In re: Petition for limited
proceeding to approve 2021 settlement agreement, including general base rate increases, by Duke Energy Florida,
LLC.

2% Order No. PSC-2017-0451-AS-EU, issued November 20, 2017, in Docket No. 20170183-El, In re: Application
for limited proceeding to approve 2017 second revised and restated settlement agreement, including certain rate
adjustments, by Duke Energy Florida, LLC.
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In the context of the Settlement, we find that this approach regarding both the OPCLMP
and the MRC program balances the interests of the EV owners who participate in the program
with the general body of ratepayers. The record demonstrates that these programs offer benefits
to the system as a whole, and are expected to result in lower rates overall, delay potential future
investments in infrastructure, and offer immediate benefits to participants. Participation in these
programs is voluntary, and any costs on the system resulting from the program are expected to be
exceeded by additional revenues from EV charging.

Section 366.94(4), F.S., states that:

Upon petition of a public utility, the commission may approve voluntary electric
vehicle charging programs to become effective on or after January 1, 2025, to
include, but not be limited to, residential, fleet, and public electric vehicle
charging, upon a determination by the commission that the utility's general body
of ratepayers, as a whole, will not pay to support recovery of its electric vehicle
charging investment by the end of the useful life of the assets dedicated to the
electric vehicle charging service. This provision does not preclude cost recovery
for electric vehicle charging programs approved by the commission before
January 1, 2024.

The OPCLMP went into effect prior to January 1, 2024. The MRC program will become
effective no earlier than January 1, 2025. DEF witness testimony estimated that the average
benefits from OPCLMP would range from $7.26 per customer per month in 2025 to $7.91 in
2027. As a result, the $7.50 monthly credit participants will receive is not expected to result in
the cost of the program being borne by the general body of ratepayers. Likewise, credits for the
MRC program are limited to the expected additional revenue from the first four years of the
program. As a result, the programs satisfy the requirements of Section 366.94(4), F.S.

12. Federal and State Corporate Income Tax Change(s)

The Corporate Income Tax Change provision provides DEF with the ability to implement
changes to federal and state corporate income tax law effectively and efficiently. The Corporate
Income Tax Change provision, first implemented in 2017, has generated hundreds of millions of
dollars of revenue requirement savings to customers, as well as providing certainty and
predictability to the Company in terms of the flow-back of deferred taxes. While there are no
anticipated tax changes presently, future reforms might follow similar patterns. We find the
ability of DEF to adjust rates due to changes in corporate income tax law is an efficient and
appropriate method to pass savings or recovery of costs to its customers.

Potential tax reform will necessitate adjustments to base revenue requirements based on
tax law changes. If tax changes are enacted effective in 2025 or 2026, DEF will adjust customer
rates within 180 days of when the tax reform becomes law or the effective date of the law. For
any tax changes that occur in 2027, the impacts will be deferred until the next rate case,
maintaining a net-zero effect on adjusted operating income during that time-frame. Tax reform
affecting retail revenue requirements shall be flowed back or collected from customers through
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the Capacity Cost Recovery Clause. If the tax reform law or act does not specifically address the
flow-back of excess or deficient deferred taxes, then the Company will use a five-year flow back
period if the total amount of unprotected regulatory asset/liability is less than $200 million, and a
period of ten years and if the total is greater than $200 million.

Based upon the past implementation of similar provisions, the certainty and predictability
associated with the Corporate Income Tax Change provision, as set forth in the Settlement,
allows for the timely adjustment of customers’ rates. As such, we conclude that the Corporate
Income Tax Change provision is appropriate, supported by the record, and consistent with our
controlling precedent.

13. Revised Dismantlement Accrual

DEF’s 2023 Final Dismantlement Cost Study (2023 Dismantlement Study) is sponsored
as an exhibit by DEF witness Kopp. DEF’s 2023 Dismantlement Study estimates the total cost to
dismantle DEF’s existing and planned generating assets to be $545,977,547 (system) in 2025
dollars. This represents an increase of $131,493,858 compared to DEF’s previous dismantlement
study that we approved as part of DEF’s 2021 Settlement Agreement.®® DEF stated that the
major drivers of this increase relate to the addition of solar and battery assets, as well as
increases in pond closure costs.

Based on the total estimate to dismantle DEF’s generating facilities, the 2023
Dismantlement Study calculated an annual retail dismantlement accrual of $33,977,969
($34,108,049 system). This amount represents a retail accrual increase of $14,927,535 over the
previous study. As detailed in the NOIA, DEF adjusted this annual accrual to account for the
change in retirement date for the Anclote generating facility. This change resulted in a reduction
of the annual accrual of $323,303.

As part of the Settlement, DEF and the Signatories have agreed to continue the
dismantlement accrual as set forth in the 2021 Settlement Agreement.3* The Settlement also
states that the dismantlement costs associated with DEF’s solar installations that are placed into
service in 2025, 2026, and 2027, will be included in the associated SOBRA filings. Further, the
Settlement states that DEF shall file its next dismantlement study no later than the filing of its
next rate case. We find the results of DEF’s 2023 Dismantlement Study and the proposed
application of its associated dismantlement costs to rates to be reasonable and supported in this
record.

14. Adjusted Depreciation Study

DEF witness Allis sponsored DEF’s 2023 Depreciation Study. In its 2023 Depreciation
Study, DEF proposes changes to the depreciation parameters of certain Generation,
Transmission, and Distribution Plant accounts. These changes include delaying the retirement

30 Order No. PSC-2021-0202A-AS-El.
g,
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dates of Bayboro Peaking Units 1 through 4 by two years, the University of Florida Cogeneration
facility by 14 years, and accelerating the retirement of the Anclote facility by 13 years. DEF
explained that the Bayboro facility is expected to have a slightly increased service life, which
also coincides with planned transmission upgrades. The University of Florida Cogeneration
facility’s retirement date was changed due to an extension of the contract between DEF and the
University.

Additional changes to the depreciation parameters proposed in the 2023 Depreciation
Study include extending and reducing various Average Service Lives (ASL) along with
adjustments to net salvage (NS). For its transmission accounts, DEF proposed extending the ASL
for three transmission accounts and reducing the ASL for eight transmission accounts. Regarding
NS of the transmission accounts, the 2023 Depreciation Study proposed reducing the NS
percentage for six transmission accounts. For its distribution accounts, the 2023 Depreciation
Study proposed extending the ASL for eight of the distribution accounts, while reducing the ASL
for four distribution accounts. One distribution account’s NS was increased, while 11 were
decreased. No changes to the parameters for DEF’s general plant accounts were proposed.

Utilizing the depreciation parameter changes mentioned above, the proposed change in
depreciation expense, as compared to DEF’s currently-approved rates, results in a $1.2 million
reduction in retail depreciation expense for production, a $10.9 million increase for transmission,
a $31.8 million increase for distribution, and a $1.9 million reduction for general plant. Despite
no proposed depreciation parameter changes for DEF’s general plant accounts, a different
depreciation rate for these accounts would result when the depreciation rates are calculated due
to the changes in each account’s reserve percentage. This recalculation is the basis for the $1.9
million reduction to retail depreciation expense for DEF’s general plant accounts.

OPC proffered the testimony of witness Dunkel on this issue. As it relates to DEF’s 2023
Depreciation Study, witness Dunkel discussed five main points. The first of these points relates
to the retirement date of the Anclote Generating Facility. Witness Dunkel stated that, in its most
current Ten-Year Site Plans,? DEF stated that the anticipated retirement date of this facility was
2042. DEF witness Allis agreed that 2042 was the appropriate date to use, as well as the change
in the depreciation rates that result from using that retirement date.

Witness Dunkel’s four remaining points pertained to extending the life span of the
combined cycle plants from 40 years to 45 years, applying gross salvage amounts related to
simple cycle plants to the combined cycle plants, extending the life spans of the solar facilities
from 30 years to 35 years for plants installed in 2021 or later, and maintaining the current service
life for the Powerline BESS at 15 years.

32 “Each electric utility shall submit to the Public Service Commission a 10-year site plan which shall estimate its
power-generating needs and the general location of its proposed power plant sites.” Section 186.801(1), F.S.
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Notice of Identified Adjustments

Two adjustments identified by DEF in its NOIA related to proposed depreciation
parameters. The first of these adjustments was associated with the retirement date of the Anclote
Generating Facility. The 2023 Depreciation Study used a retirement date of 2029. However, in
its NOIA, DEF stated that its current plans are to operate that plant until 2042, which is the
retirement date currently in effect.

The second depreciation-related adjustment stems from DEF’s misapplication of an
ASL/survivor curve combination for rotable parts. DEF used this ASL/survivor curve
combination to determine the depreciation rates for its simple cycle plants, when this curve/life
combination should have only been used for their combined cycle plant accounts. This
adjustment, along with the retirement date change for the Anclote Facility, resulted in a decrease
of $28.4 million to DEF’s proposed retail depreciation expense for the 2025 projected test year.

Adjusted Depreciation Study/Settlement Agreement

Paragraph 22 of the Settlement describes the adjustments made to DEF’s 2023
Depreciation Study that are included in the Settlement. DEF’s Adjusted Depreciation Study is
included as Exhibit 7 to the Settlement. These adjustments include both of the adjustments
referenced in the NOIA. Beyond the two adjustments discussed above, the Settlement proposes
extending the ASLs for all solar facilities from 30 to 35 years, revising the ASLs for DEF’s
combined cycle plants from 40 to 45 years, and maintaining the currently-approved depreciation
rates for all transmission and distribution accounts. Although not explicitly stated in the
Settlement, the 2023 Depreciation Study retains all of the currently-approved depreciation
parameters and rates for DEF’s General Plant accounts as well. These adjustments result in a
retail depreciation expense reduction of approximately $72.2 million from the NOIA, or
approximately $100.6 million from DEF’s original filing. This represents a depreciation expense
reduction of approximately 10.7 percent. We find the proposed depreciation rates, accruals, and
treatment of theoretical reserves resulting from DEF’s Adjusted Depreciation Study to be
reasonable and supported by the record.

15. Production Tax Credit True-Up

The Settlement includes the implementation of a true-up mechanism with regard to the
level of Production Tax Credits (PTCs) associated with eligible solar generation facilities. PTCs
are a tax credit that reduces income tax expense. The level of the credit is based on the
megawatt/kilowatt hours (mWh/kWh) of solar energy produced by a qualifying facility during a
tax year. Solar energy facilities that were placed in-service on or after January 1, 2022 are
eligible for PTCs.

The Settlement allows the Company to implement a true-up with respect to the level of
PTCs associated with the construction of solar facilities that are intended to go into service
between 2025 and 2027. The terms of the Settlement dictate that the PTCs associated with the
solar facilities must be calculated using the 27 percent net capacity factor provided in the
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exhibits sponsored by witness Panizza. DEF states that it did not include any projected capacity
degradation factor in the calculation of the PTCs associated with the solar facilities for the period
2025 through 2027. We find the 27 percent capacity factor to be appropriate to be used in the
calculation of the PTCs associated with the solar facilities.

According to DEF witness Olivier, the Company has been flowing back the benefits of
the PTCs under the 2022 Inflation Reduction Act since 2022. However, there is a fair amount of
uncertainty in forecasting the credits to be received. As explained by DEF witness Panizza, the
Company had to make certain forecast assumptions about the amount of kWh that would be
generated from the applicable solar plants to achieve the PTCs because generation can vary due
to weather and other circumstances. DEF witness Panizza explained the amount of tax benefits
associated with the solar PTCs that customers will ultimately receive will be reduced by costs
associated with obtaining and maximizing the value of the tax benefits.

The Settlement establishes a true-up mechanism which reconciles the differences
between the calculated PTCs based on the assumptions in DEF's rate case filing on capacity
factor, PTC rates, and monetization rates, and the PTCs that DEF actually receives. DEF will
perform this true-up calculation annually for each of the years. DEF will include the resulting
difference, calculated on a pretax basis, in its next Capacity Cost Recovery Clause filing,
ensuring that any over- or under-recovery of PTCs is addressed promptly, and that the exact
amount of credits that DEF receives is passed on to customers. This contributes to providing fair,
just, and reasonable rates for customers.

We find the Production Tax Credit True-Up mechanism, as set forth in the Settlement,
facilitates DEF’s ability to provide clean energy for customers at a fair, just, and reasonable rate.
Furthermore, it establishes a methodology to expedite a new value stream in support of DEF
maximizing its eligibility for PTCs and passing on the associated benefits to customers in a
timely manner. Based on the evidence in the record, we conclude the Production Tax Credit
True-Up mechanism is appropriate.

16. Asset Optimization Mechanism

We approved an incentive mechanism for all investor-owned utilities in Order No. PSC-
00-1744-PAA-EIL. * In that Order, we found that the appropriate incentive for utilities to engage
in wholesale energy sales to be 20 percent of gains above the three year moving average of such
sales, with 80 percent of the gains being retained by retail ratepayers. All gains below the three-
year rolling average would be credited to ratepayers. Gains from all other activities, such as short
term wholesale purchased power agreements, would be credited to ratepayers at 100 percent.
This incentive mechanism as approved in 2000 currently applies to DEF.

In its petition for rate increase, DEF proposed to implement a new Asset Optimization
Mechanism (AOM), with an effective date of January 1, 2025. The AOM would apply to short-
term wholesale power sales as well as short-term wholesale power purchases and asset

33 Order No. PSC-00-1744-PAA-EI
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optimization activities. Asset optimization activities include, but are not limited to: gas storage
utilization, delivered gas sales, gas production area sales, gas transportation sales, electric
transmission capacity sales, outsourcing of optimization functions, coal transportation savings
and sales of renewable energy credits associated with DEF’s Clean Energy Impact program.
Under the program, ratepayers receive 100 percent of the first $4.9 million in gains generated
from the approved activities. For all gains between $4.9 and $9.8 million, customers receive 40
percent and DEF receives 60 percent. For all gains above $9.8 million, ratepayers and DEF each
receive 50 percent. The Settlement includes AOM without any modifications from the original
filing.

The AOM before us in the Settlement is consistent with the AOM programs we have
approved for TECO®* and FPL® as part of prior rate case settlements. No intervening parties
provided testimony regarding DEF’s proposed AOM. Thus, the only record evidence regarding
the AOM as proposed supports its inclusion as part of DEF’s multi-year rate framework. For
these reasons, we find the AOM to be appropriate, supported in the record, and consistent with
our controlling precedent.

17. Storm Damage Cost Recovery Surcharge

Each utility is required to file a Storm Damage Self-Insurance Reserve Study (Storm
Reserve Study) with us at least once every five years or when the utility is seeking a change to its
target accumulated balance or annual accrual amount for Account No. 228.1.¢ In its original
filing, DEF requested to maintain its existing storm reserve of $132 million and file its updated
Storm Reserve Study on or before January 2026. DEF’s existing storm reserve amount and last
Storm Reserve Study were approved as part of its 2021 Settlement Agreement. This Settlement
allows DEF to maintain its existing storm reserve amount of approximately $132 million and
defer filing its next storm reserve study until no later than when DEF files its next rate case.

The Settlement also includes provisions for the process of petitioning for the recovery of
storm damage costs. Specifically, the recovery of storm damage costs will be limited to only
those costs caused by tropical systems named by the National Hurricane Center.®” The costs will
be calculated by estimating the incremental costs above the level of storm reserve prior to the
storm event, including replenishment of the storm reserve to approximately $132 million (retail).
The Company will begin to collect recovery on an interim basis 60 days after the Company files
a cost recovery petition based on a 12-month recovery period, subject to our approval and true-
up. Unless we order otherwise, the Signatories agree that the Company will recover costs
through the Storm Cost Recovery Surcharge on energy-based rates (i.e. rate billed in c/kWh),
and to retain consistency, the recovered funds will be subject to true up via energy-based rates.

34 Order No. PSC-2021-0423-S-El, issued November 10, 2021, in Docket No. 20210034-El, In re: Petition for rate
increase by Tampa Electric Company.

3% Order No. PSC-16-0560-AS-El, issued December 15, 2016, in Docket No. 160021-El, In re: Petition for rate
increase by Florida Power & Light Company.

% Rule 25-6.0143(1)(I), F.A.C.

87 Rule 25-6.0143 F.A.C.
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We find that DEF’s storm reserve remaining at approximately $132 million and the
Utility’s next Storm Reserve Study being filed no later than when DEF files its next rate case are
appropriate and reasonable provisions in this Settlement, and are supported by the record.
Furthermore, the Storm Cost Recovery Surcharge process allows DEF to avoid regulatory lag by
recovering costs due to storm damage quickly and effectively, subject to refund, while allowing
all parties and us the opportunity to review all costs.

18. Interruptible Credits, Neighborhood Energy Saver Program, and Smart Thermostats

In its initial MFR filing, DEF incorporated reductions to its demand credits for voluntary
participants in its Interruptible (IS), Curtailable (CS), and Standby Generation (GSLM-2) tariffs
that were included in its conservation goals proceeding. Witnesses for FIPUG, PCS Phosphate,
and Nucor argued that DEF should either increase the proposed demand credits or make other
adjustments to reflect DEF’s request to limit the net impact of any credit changes to IS, CS, and
GSLM-2 customers.

The Settlement establishes credit levels for customers taking service under the IS, CS,
and GSLM-2 tariffs, which may not be reset until DEF’s next general base rate proceeding. The
term also restricts DEF from proposing modifications to the credits during the next Florida
Energy Efficiency and Conservation Act (FEECA) goalsetting and plan proceedings. A filing
was also required in the most recent FEECA goalsetting proceeding® to stipulate to the positions
within the Settlement. The results of the Participant, Rate Impact Measure, and Total Resource
Cost Tests for the modifications showed that the proposed demand credits were cost-effective
under all three Tests. The increase in the demand credits does not increase DEF’s conservation
goal achievements but will increase program costs recovered through the Energy Conservation
Cost Recovery Clause (ECCRC). In other words, this component of the Settlement results in
additional costs recovered through a clause with no commensurate benefit.

The Settlement also requires DEF to file modifications to a request to increase the
participation goal for its Neighborhood Energy Saver program by 10 percent, and an increase in
the installation of smart thermostats in the program from 10 percent of participants to 40 percent
of participants in the FEECA goalsetting docket. There was no proposal associated with the
FEECA goalsetting filings in the Company’s original filing. No parties argued against this term
during the evidentiary hearing. The results of the Participant, Rate Impact Measure, and Total
Resource Cost Tests for the revised programs showed that the modified programs were cost-
effective. Unlike the increase in credits discussed above, the projected increase in participation
and smart thermostat installations should produce higher demand and energy savings, and will
increase program costs recovered through the ECCRC. We approved these modifications to
DEF’s conservation goals in Docket No. 20240013-EI.%°

We find that the proposed IS, CS, and GSLM-2 demand credits, while cost-effective, will
increase costs through the ECCRC without providing incremental demand or energy savings.

38 Docket No. 20240013-El, In re: Commission review of numeric conservation goals (Duke Energy Florida, LLC).
39 Order No. PSC-2024-0429-FOF-EG, issued September 20, 2024, in Docket No. 20240013-EG, In re: Commission
review of numeric conservation goals (Duke Energy Florida, LLC).
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The Neighborhood Energy Saver program modifications previously approved in Docket No.
20240013-El encourage participation in demand-side management programs, reduce seasonal
peak demand and annual energy consumption, and are cost-effective for the general body of
ratepayers.

THE PUBLIC INTEREST

We now turn to our ultimate determination: “whether the settlement agreement, in light
of [our] findings of fact, is in the public interest and results in rates that are fair, just, and
reasonable.”*® We make this determination based upon review of the Settlement as a whole.*
The statutory guidance for determining whether a settlement agreement is in the public interest is
found primarily in Section 366.06(1), F.S.,*> which provides in pertinent part as follows:

In fixing fair, just, and reasonable rates for each customer class, the commission
shall, to the extent practicable, consider the cost of providing service to the class,
as well as the rate history, value of service, and experience of the public utility;
the consumption and load characteristics of the various classes of customers; and
public acceptance of rate structures.

The unopposed Settlement as a whole results in fair, just, and reasonable rates. The
authorized ROE range of 9.3 to 11.3 percent, with a midpoint of 10.3 percent, is consistent with
the record evidence, and only a modest increase from the existing, approved ROE. Coupled with
the 53 percent equity ratio, this ROE will allow DEF to maintain its credit rating and financial
health and provide investors with a reasonable return. This stability will allow DEF to continue
its efforts to diversify generation, strengthen its transmission and distribution system, and
otherwise maintain and improve utility delivery.

Several aspects of the Settlement are particularly noteworthy in their positive rate impact.
The Company’s monetization of the ITCs will offset the need for a base rate increase in 2027,%
reduce bill impacts for customers, and contribute to the strength of DEF’s three-year rate plan.
Settlement negotiations also resulted in reductions in numerous areas, including plant in service,
executive incentive compensation and other benefits, dismantlement accruals, and depreciation
expense. DEF also made some parent debt tax adjustments, as well as an adjustment to expenses
or treatment of other deferral accounts. The result is a total base rate revenue reduction from the
original rate request of $736 million to the Settlement amount of $403 million, a 45% decrease.
The amount of this revenue allocated to residential was capped at 95% of the system average
increase, with the revenue differential from this allocation being assigned on an equal percent
basis to the remaining non-residential classes. As a result, DEF expects that January 2025

%0 FAIR, 371 So. 3d at 910.

41 See Sierra Club v. Brown, 243 So.3d 903, 909 (Fla. 2018).

42 FAIR, 371 So. 3d at 912 (“A reasonably explained decision from the Commission must reflect that those factors
have been considered to the extent practicable.).

43 The only anticipated rate increases in 2027 are those that may result from one or more SoBRAs.
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customer bills will be lower than December 2024 bills.** The average annual residential bill
increase over the three-year period 2025-2027 is expected to be two percent, which is less than
the current rate of inflation.

We listened to many ratepayer comments at the service hearings in June and read
numerous customer emails and letters that were filed in this docket. Most of these ratepayers
stated that they are members of one or more of the organizations that intervened or are interested
persons® in this docket. Almost all of the comments and emails objected to the level of the rate
increase originally proposed by DEF.

As discussed immediately above, DEF substantially reduced its proposed rate increase in
the Settlement. None of the organizations representing the ratepayers who commented negatively
on the originally proposed rates opposed the Settlement. The unfavorable written correspondence
regarding the proposed rate increase virtually ceased upon filing of the Settlement.

As discussed above, the cost of capital structure in the Settlement ensures that DEF will
have the resources it needs to add generation, strengthen its transmission and distribution system,
and otherwise maintain and improve the resiliency of the system. Equally important as planning
for known needs is establishing processes for the anticipated yet unknown impacts of storms. To
that end, the Settlement continues DEF’s storm cost recovery mechanism. This mechanism has
been and will continue to be used by DEF for timely cost recovery after a storm event, which
avoids regulatory lag and benefits the ratepayers by assisting swift storm response efforts.

We next turn to Section 366.82(10), F.S. — a provision within FEECA - in determining
whether the Settlement is in the public interest.*® FEECA requires that we adopt appropriate
goals to increase the development of demand-side renewable energy systems. We review the
goals of each utility subject to FEECA at least every five years in a goalsetting docket.*’

We opened Docket No. 20240013-El, the FEECA goal-setting docket for DEF, in
February 2024. Because that docket and this rate case were open at the same time, the parties
were able to address FEECA issues, as necessary, in both dockets. The parties availed
themselves of this opportunity. As fully discussed above, paragraphs 8, 14, and 33 of the
Settlement require that DEF file a Joint Notice of Necessary Stipulations in Docket No.
20240013-El stipulating to provisions concerning IS/CS/GSLM-2 credits, participation goals for
the Neighborhood Energy Saver program, and installation goals for smart thermostats. On
August 8, 2024, DEF filed and we approved in Docket No. 20240013-El a set of stipulations
including those required by the Settlement.*®

4 This expectation does not take into account recovery for any storm restoration costs that may arise from this
year’s hurricane season.

4 The American Association of Retired Persons, for instance, did not formally intervene but is listed as an interested
person in this docket.

46 FAIR, 371 So. 3d at 912 (“A reasonably explained decision from the Commission must reflect that those factors
have been considered to the extent practicable.).

47 Section 366.82(6), F.S.

48 Order No. PSC-2024-0429-FOF-EG.
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We have reviewed and considered the record evidence regarding DEF’s performance
under FEECA, and find that the rates established in the Settlement are fair, just, and reasonable,
consistent with Section 366.82(10), F.S., and the Settlement itself is in the public interest.

The Settlement is also consistent with and furthers the Legislature’s finding “that it is in
the public interest to promote the development of renewable energy resources in this state.”*°
Through the SOBRA process, the Settlement provides for the addition of up to 900 megawatts of
cost-effective solar generation. This generation will produce up to two million megawatts of
emissions-free energy, which is enough to power between 250,000 and 300,000 homes at peak
production.

In determining whether a Settlement is in the public interest, we have also considered
“the efficiency, sufficiency, and adequacy of the facilities provided and the services rendered;
the cost of providing such service and the value of such service to the public; the ability of the
utility to improve such service and facilities; and energy conservation and the efficient use of
alternative energy resources.”>°

DEF has committed to numerous measures designed to enhance service and value to the
public. Under the terms of the Settlement, DEF has agreed to suspend disconnections on
specified high-temperature days and to waive all reconnection fees, including those for
delinquent accounts. DEF also agreed to charge income-qualified persons for only actual usage if
that amount is below the minimum bill ($30) and the ratepayer is not net-metered (i.e., rooftop
solar). These measures will assist those who are finding it difficult to stay current on their utility
bill. As noted above, DEF has also committed to increase both participation in its Neighborhood
Energy Saver program and installation of smart thermostats for income-qualified ratepayers.
These programs are designed to benefit ratepayers by encouraging conservation measures and
lowering bills.

CONCLUSION

The Settlement resolves all material issues in this docket. Every party to this docket has
either signed or indicated no opposition to the Settlement. While no amount of agreement or non-
opposition relieves our duty to review a settlement agreement and ensure that it complies with
governing law, as we have done here, the complete absence of opposition in this docket indicates
a high degree of compromise among various entities and groups. One dozen parties intervened,
actively opposed DEF’s proposal on numerous grounds, engaged in vigorous discovery, and then
undertook settlement negotiations. The resulting unopposed agreement that resolves all issues in
this docket is evidence of common ground among parties who began with fundamental
differences,® and weighs positively in our determination of whether the Settlement is in the
public interest.

49 Section 366.91(1), F.S

%0 Section 366.041(1), F.S.

51 The parties engaged on the fundamental issue of test years before DEF even filed the petition for rate increase. See
Document Nos. 00879-2024 (OPC opposition to test year letter) and 00970-2024 (DEF response).
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section 120.569(1), Florida
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and
time limits that apply. This notice should not be construed to mean all requests for an
administrative hearing or judicial review will be granted or result in the relief sought.

Any party adversely affected by the Commission's final action in this matter may request:
1) reconsideration of the decision by filing a motion for reconsideration with the Office of
Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within
fifteen (15) days of the issuance of this order in the form prescribed by Rule 25-22.060, Florida
Administrative Code; or 2) judicial review by the Florida Supreme Court in the case of an
electric, gas or telephone utility or the First District Court of Appeal in the case of a water and/or
wastewater utility by filing a notice of appeal with the Office of Commission Clerk, and filing a
copy of the notice of appeal and the filing fee with the appropriate court. This filing must be
completed within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida
Rules of Appellate Procedure. The notice of appeal must be in the form specified in Rule
9.900(a), Florida Rules of Appellate Procedure.
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