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PROCEEDI NGS

CHAl RVAN GRAHAM  Ckay. Staff, Item Nunber 7.

MR H GA@NS: Good norning, Comm ssioners,
Devlin Hi ggins, Conm ssion staff.

I tem Nunber 7 on today's agenda addresses Duke
Energy Florida's incorporate its petition for
approval of its 2014 decomm ssioning cost study for
the Crystal River Unit Nunber 3 Nuclear Generating
Facility. Duke's |ast CR3 decomm ssioni ng cost
study was filed wiwth the Comm ssion in 2010.

The purpose of this study is to provide the
Comm ssion wth an updated cost estimate based on
the conpany's decision to retire and deconm ssi on
CR3, information regarding the NRC acceptabl e safe
stored decomm ssi oni ng net hod, the conpany has
sel ected to decomm ssion CR3, and information
regardi ng annual needed to recover the estimated
cost of decomm ssioni ng.

For Issue 1, staff reconmmends the Conmm ssion
find the total estimated cost for deconm ssioning
CR3 of 1.18 billion and $2,013 as reasonabl e.

For Issue 2, staff recommends DEF s currently
aut hori zed annual accrual for deconm ssioning
remai n at zero.

Conmm ssi oners, staff is prepared for answering
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1 any questions you may have on an issue by issue
2 basis if that is presence. Thank you.
3 CHAI RMVAN GRAHAM  Thank you.
4 Conmi ssi oner Brown.
5 COMWM SSI ONER BROMWN: Thanks, M. Hi ggins, for
6 your recommendation and for your briefing earlier.
7 | have a question for Duke. The 2014 federal
8 case awarded Duke's custoners 21.1 mllion, which
9 translated to 17.7 mllion to the custoners for
10 spent fuel storage installation cost at CR3. And I
11 know t hat Duke intends to seek further costs
12 associ ated -- from DCE associated with the spent
13 fuel, that's part of the decomm ssi oning.
14 | was just wondering, Ms. Triplett, do you
15 have a tineline? | asked staff about a tineline
16 for pursuing collection of those costs, if you
17 could el aborate a little bit nore.
18 M5. TRIPLETT: Absolutely. And | will do ny
19 best, because sone of it is subject to the w nds of
20 the federal -- the federal courts and the
21 litigation.
22 COMM SSI ONER BROMN:  And if you can share it
23 wi th us.
24 M5. TRIPLETT: Onh, absolutely. Yeah.
25 So you are correct. First, the nost recent
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1 award was for danages from 2006 to 2010, and it was
2 $17 mllion for -- that was the retail portion for
3 the CR3 rel ated danages. Those dollars wll go --
4 they were incurred before we were in the
5 decomm ssi oni ng node, so they will go to offset the
6 portion of the regulatory asset associated with the
7 spec fuel damages -- or costs.
8 We just recently, |I think a nonth ago, filed a
9 new case, which will -- which covers damages from
10 2011 through the end of 2013. And the CR3 rel ated
11 portion is approximately $29 mllion. | don't
12 think -- 1 think that is a whole nunber. | don't
13 think that's a retail portion of the nunber.
14 And based on how t hese cases have gone, |
15 woul d say that we are not going to have that case
16 fully litigated for probably another
17 year-and-a-half. The issues have gotten nore
18 narrow, you know, which is not surprising. |It's
19 just sinply, we have already proven the breach of
20 the contract, we should just be focused on the
21 damages stemming fromthat.
22 So the nunber of issues that the DOE can raise
23 shoul d be nore limted, which should streanline
24 things. But it seens that every tine | think
25 t hi ngs shoul d be open and shut, the DOE cones up
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wi th another argunent, and it can protract things.
So | wuld say that -- | would give that a
year-and-a-half to go to litigation

COMWM SSI ONER BROMN:  Ckay.

M5. TRIPLETT: And then it's -- it's an appeal
process. This last phase the DOE did not appeal,
but you just -- you never know whether they wll or
not .

And | like to point out -- managenent al ways
asks us, well, why do they appeal if they don't
think they are going to wn, and, you know, what
have you? The governnent cannot pay interest, so
AFUDC does not accrue agai nst the governnent, so
they don't have as much incentive as others may to
not appeal if they --

COW SSI ONER BROMWN:  Right, of course.

M5. TRIPLETT: And fromthat point, from 2014
goi ng forward, as the damages accrue, we are stil
analyzing the tineframe in which we will bring
additional lawsuits. But | think that we wll
probably | ook at the sane kind of 2011 -- three
year -- two to three year period.

So as the current case that was just filed is
conpl eted, and then we have a full set for another

two or three years of danamges, then | would
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anticipate that we would then, you know, file
anot her round of litigation, if you wll --

COMWM SSI ONER BROMN:  Ckay.

M5. TRIPLETT: -- and | woul d expect that that
woul d be on a simlar tinmefrane.

COMWM SSI ONER BROMWN:  Thank you. | appreciate
your candor and information as well. So that
provi des us sone hel p had.

And | think that it's inportant to note, under
Issue 2, that the staff reconmendati on provides
that based on the current deconm ssioni ng study,
that the current |level of funding in the NDT is
sufficient, and that there is going to be zero
accrual fromthe custoners noving forward, as is
recommended, at |east for the future spent fuel for
decomm ssioning cost for CR3, so | amvery
supportive of the recommendation at this point.

CHAl RVAN GRAHAM  Thank you.

Commi ssi oner Bal bi s.

COW SSI ONER BALBI'S: Thank you, M. Chairman.
| have a couple of questions -- or probably the
sane question to nultiple parties. And | believe
that this is the first tine in the state of Florida
that a conpany is noving forward with

decomm ssi oni ng of a nucl ear plant, and spendi ng
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dollars fromthis fund.

And in | ooking at the rule and many
di scussions with staff, everything has been geared
towards, is the fund adequate enough? And at that
Is what this docunent is addressing. Wth staff's
recommendati on of a zero accrual neans that it is
heal t hy enough for it.

However, in |looking at the anticipated
expendi tures over the decomm ssioning life, if you
will, there is going to be several hundred mllion
dol l ars spent over the next few years, and so ny
question for staff -- and I amkind of throwmng it
out there to ny coll eagues -- what procedures or
processes are in place, or need to be in place, as
we nove forward to | ook at the expenditure of these
funds and the processes that are in place for
adequat e protections?

STAFF:  Comm ssioners, you are quite correct.
This is the first tine we will actually start
spendi ng down the funded -- funded reserves for
decomm ssi oni ng.

There is no formal process that's been
prescri bed by rules yet because it is unique. But
in terns of the Conm ssion's discretion, the

periodicity of that review is conpletely at your
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1 di scretion. The funds are still subject to the
2 normal standards of good managenent practices and
3 prudency reviews on the part of the Conm ssion.
4 The fact that they are in the reserve does not
5 exclude them fromthat kind of oversight on your
6 part.
7 So I think the Comm ssion has tine to devel op
8 those processes. | don't know the | evel they have
9 to be formalized in rules or not. That's a |egal
10 i ssue. But the review capability is there. The
11 normal standards of prudency and good nmanagenent.
12 For exanple, you nmay deci de every two years, have a
13 managenent audit of the expenditures. | think in
14 the briefs, we tal ked about doing it every five
15 years, and then you could adjust the accrual rate
16 based on any disal |l owances that you found in the
17 previ ous nmanagenent review.
18 So it's at your option, and it's sonmething |
19 t hi nk the Conm ssion does need to entertain as we
20 start down this expenditure path.
21 COMW SSI ONER BALBI'S:  Ckay. And then pose a
22 simlar question to M. Rehw nkle. \What are your
23 t houghts noving forward? And then | would foll ow
24 up wth Duke as well.
25 MR, REHW NKEL: Thank you, Conmm ssi oner
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1 Bal bis, and your questions are questions that we
2 have.
3 And the reason | amhere today, if | can take
4 this opportunity to answer your question and nmake
5 my statenent, is we are not here because, as
6 Conmm ssi oner Brown and you have pointed out, there
7 IS no change in the zero accrual. Staff has done a
8 very thorough job on this first tinme study. So we
9 don't have a concern at this point.
10 In the settlenent that you approved | ast year,
11 par agr aph 7B, paragraph 20 and paragraph 21 all
12 have a bearing on what the Comm ssion mght do in
13 the future, and what Duke m ght do.
14 Par agraph 7B gi ves Duke the opportunity to
15 cone in and ask for a rate adjustnent if these
16 costs are different than they estimate at this
17 tinme.
18 So | amhere today to say that we don't waive
19 our rights to participate in such a hearing because
20 we are quiet here today. |If they do cone in and
21 ask, we would have full rights to challenge
22 everything in there, because this study is, as you
23 poi nt out, based on an estimte. So when they
24 start spendi ng noney and things change, if they do,
25 we -- and | assune the other intervenors would
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1 partici pate.
2 Par agraph 20 allows Duke to -- or requires
3 Duke to file a study no later than March 31, 2019,
4 or if they, for whatever reason, file a base-rate
5 case before that in conjunction with that, and in
6 advance of that, so we would participate in that.
7 | think the Conm ssion has the ability to
8 oversee this process to do whatever auditing needs
9 to be done. W are, at |least conforted at this
10 tinme, that estimtes are show ng accrual increase
11 not needed.
12 So | think we are conforted at this tinme, but
13 we certainly reserve our rights under the
14 settlenment, and we will work with staff and the
15 conpany to nmake the process work however it needs
16 to.
17 M5. TRIPLETT: And to answer your question. |
18 think that absolutely, if the Conm ssion desired to
19 have any additional filings or oversight, | think
20 managenent audit is -- that seenms to nake sense,
21 t 0o.
22 And | believe that the rule says -- and |
23 think it's 256.104(3), but don't quote ne on that.
24 It says it's every five years or, if the Conm ssion
25 desires, nore frequently. And while the settl enent
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agreenent did allowus to wait until 2019, we felt
like it was a big change, because of the retirenent
and the changing of the assunptions, and so we cane
in and filed this suit so that the Comm ssion coul d
see, this is where things stand now, that the
decomm ssi oni ng dates have changed, and to show
that the accruals were sufficient. So | think we
woul d be anenable to that sort of additiona

revi ew.

| woul d al so point out that every year, now

that we are in decomm ssioning with the NRC -- and
| believe it's in the March -- we have to file a
financial assurance filing. And it is -- | think

it's less substantive than this deconm ssioni ng
study that we filed here, but it does show the NRC,
okay, this is where we are with the fund status,
here are the estimates and to assure, at |east the
NRC, that the funds continue to be adequate for
decomm ssi oni ng.

And we woul d be happy to file that as
informational with the Conmm ssion when we nake that
filing with the NRCif that would help as well.

COW SSI ONER BALBI'S:  Ckay. Thank you. And |
appreci ate everyone's conments.

You know, again, we are in a unique situation.
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1 | believe California is -- they may be struggling
2 with the sane issue with the San Onofre
3 decomm ssioning. And | think as we transition from
4 projections to actual expenditures -- | nean, |
5 personally think that what we have done wi th other
6 | arge projects, the EPU, the uprates, we have had
7 managenent audits to nmake sure that the policies
8 and procedures are in place to ensure that the
9 funds are prudently spent. | think that is
10 sonet hing that would give ne confort as we nove
11 f orwar d.
12 And | don't know if mny coll eagues feel the
13 sane, but as |long as everyone, you know, is aware,
14 and we are having this discussion now as we nove
15 forward, because, you know, when you are dealing
16 with the nunbers we are dealing with today, to nmake
17 sure that we have the controls in place is
18 I nportant.
19 CHAI RVAN GRAHAM  Coni ssi oner Bri sé.
20 COW SSI ONER BRI SE:  Thank you, M. Chairnan.
21 And | agree with Comm ssioner Bal bis, that, you
22 know, obviously we are uniquely situated, and we
23 are ranping this up at this tine, that it would be
24 prudent on our part to make sure that all the
25 checks and bal ances are in place to ensure that the
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dol l ars are doing what they are supposed to be
doi ng.

One of the other -- on another issue, in ny
conversation with staff, one of ny areas of
i nterest was ensuring that the appropriate anount
of noney is being spent on the managenent of the
funds. Meaning that we are ensuring that the
conpani es are | ooking at, now that there are
options out in the market, for themto manage those
funds in terns of with house -- brokerage houses
and so forth, that they are actively | ooking at
that as we | ook at the costs associated wth
managi ng t hese funds.

So we had a robust conversation with staff,
and hopefully in the future that's sonething that
we wll be able to ook at as well.

CHAI RMVAN GRAHAM  Conmi ssi oner Brown.

COMM SSI ONER BROMN: | nove staff
recommendation on all issues.

CHAl RMAN GRAHAM  It's been noved and second
staff recomendation on all issues |tem Nunber 7.

Any further discussion?

Seeing none. Al in favor eye say aye.

(Chorus of ayes.)

CHAl RVAN GRAHAM  Any opposed?
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(No response.)
CHAI RMAN GRAHAM By your action, you have
approve the staff recommendation of |Item Nunber 7.

(Agenda item concl uded.)
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CERTI FI CATE OF REPORTER

STATE OF FLORI DA )
COUNTY OF LEON )

|, DEBRA R KRICK, Professional Court
Reporter, do hereby certify that the foregoing
proceedi ng was heard at the tine and place herein
st at ed.

| T I'S FURTHER CERTI FI ED t hat |
stenographically reported the said proceedings; that the
same has been transcribed under ny direct supervision;
and that this transcript constitutes a true
transcription of ny notes of said proceedings.

| FURTHER CERTIFY that | amnot a relative,
enpl oyee, attorney or counsel of any of the parties, nor
am| a relative or enployee of any of the parties'
attorney or counsel connected with the action, nor am!|l
financially interested in the action.

DATED TH' S 4th day of Decenber, 2014.

bt £ e

DEBRA R KRI CK
NOTARY PUBLI C

COW SSI ON #EE212307
EXPI RES JULY 13, 2016
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