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1 PROCEEDI NGS
2 CHAl RVAN GRAHAM  Good afternoon, everyone.
3 Let the record show it is Mnday, Mrch 26t h.
4 It's 1:30, and this is our Gulf tax stipulation
5 20180039- El .
6 And if | can -- we wll convene this hearing.
7 And if | could get staff to read the notice, please
8 M5. BROMNLESS: Yes, sir.
9 By notice issued on March 5th, 2018, this tine
10 and pl ace has been set for hearing in docket nunber
11 20180039-El. The purpose of the hearing is set
12 forth in the notice.
13 CHAl RVAN GRAHAM  Let's take appearances.
14 MR, STONE: M. Chairman, | amJeff Stone,
15 General Counsel for @Gulf Power Conpany. And
16 appearing with me is Russell Badders from Beggs &
17 Lane.
18 MR, REHW NKEL: M. Chairman, Charles
19 Rehwi nkel , Stephanie Morse and J.R Kelly with the
20 O fice of Public Counsel on behalf of Gulf's
21 cust oners.
22 MR. MOYLE: Good afternoon. Jon Myle on
23 behal f of the Florida Industrial Power Users G oup,
24 FIPUG And | would also like to enter an
25 appearance for Karen Putnal with our firm
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CHAl RVAN GRAHAM  We have -- George Cavros is
excused for today.

M5. BROMLESS:. Yes, sir. Ceorge --

CHAI RMVAN GRAHAM St aff.

M5. BROMLESS:. Yes, sir. Ceorge Cavros, who
Is representing SASE, has been excused for today.
And the O fice of Public Counsel, ny understandi ng
Is, wll be entering his position.

MR. REHW NKEL: Yes. M. Cavros will not be
here, but he is in full support of the stipul ation.

M5. BROMLESS: Suzanne Brownl ess on behal f of
the Florida Public Service Conm ssion.

M5. HELTON: And Mary Anne Helton, here as
your advisor today. | would also |like to nmake an
appearance for your General Counsel, Keith Hetrick.

CHAl RMVAN GRAHAM  kay. Prelimnary matters?

M5. BROMLESS: Yes, sir. Robin Boren, Rhonda
Al exander and Lee Evans wi ||l be appearing as
W t nesses on behalf of Gulf as a panel to answer
any questions that the Comm ssion nmay have.

CHAI RVAN GRAHAM  Ckay.

M5. BROMLESS: At this tine, we would like to
tal k about our conprehensive exhibit list, which
i ncludes the stipulation and settl ement agreenent

of @ulf Power Conpany, the Ofice Public Counsel,
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the Florida Industrial Power Users Goup and the
Sout hern Alliance for C ean Energy, dated
February 14th, 2018, with attachnents, and staff
dat a requests.

This list has been provided to the parties, to
the Commi ssioners and the court reporter. Staff
requests that this list be itself marked as Exhibit
No. 1.

CHAl RVAN GCRAHAM  We will mark it as Exhibit 1
mark and nove it into the record.

(Whereupon, Exhibit No. 1 was marked for
ification and received into evidence.)

M5. BROMNLESS: Thank you.

There are no further prelimnary matters, sir.

CHAl RVAN GRAHAM  What's the current status of
this proceedi ng?

M5. BROMNLESS: W are here today to discuss
the stipulation and settl enent agreenent between
@Qulf and the O fice of Public Counsel, the Florida
I ndustrial Power Users G oup and the Southern
Al liance for Clean Energy regarding the Tax Cuts
and Jobs Act of 2017 originally filed in docket
nunmbers 20180013- PU, the generic tax docket, and
20160186-EI Qulf's last rate base proceedi ng.

The stipulation and settl enent agreenent
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addresses the effects of the passage of the Tax
Cuts and Jobs Act of 2017 signed into |aw by
Presi dent Trunp on Decenber 22nd, 2017.

The signatories to the stipulation are OPC,
FI PUG and SACE, all of whom were sighatories to
Qulf's last rate case stipulation.

The stipulation inplenents paragraph six of
Qul f's 2017 stipulation and settl enent agreenent
approved by Order Nunber PSC-17-0178-S-El, which we
refer to as the 2017 rate case settl enent
agr eenent .

CHAI RMAN GRAHAM  Okay. So tinme for opening
statenents. @ilf, you are going to have ei ght
m nutes, and | assune you are going to do nost of
the explaining of the stipulation that's before us.

MR STONE: | am prepared do so. Yes, sir,
M. Chai r man.

CHAl RVAN GRAHAM  And OPC and FI PUG, you guys
have hopeful ly | ess.

Ckay, @l f.

MR STONE: Thank you, M. Chairnan.

The purpose of ny opening renmarks, as you
indicate, is to outline the agreenent that's before
you today and to provide a proffer of the evidence

and testinony we are prepared to offer today in

Premier Reporting

(850)894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



10

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

support of your hopeful approval.

As Ms. Brownl ess has indicated, the
February 14th stipulation and settlenent agreenent
Is the product of successful settlenent
negoti ati ons between all the parties to the
settl enent agreenent that resolved our 2017 rate
case, and that was approved by this conm ssion |ess
than a year ago. And, in fact, the base rates that
resulted fromthat settlenent had been in effect
for less than six nonths at the tine that the Tax
Cut and Jobs Act was passed and enacted the into
I aw.

The 2018 agreenent before you today is a
conprom sed settl| enent between and anong the
parties that nust be considered as a conprehensive
whol e and not as individual parts. It's the
product, as all settlenents are, of the give and
take anong the parties on individual elenents that
ultimately allow the parties to reach the filed
consensus result. And the foundation for these
negoti ati ons was paragraph six of the 2017
agreenent, which contenplated the possibility of
the type of tax reformthat did, in fact,
ultimately occur.

An inportant el enent of both agreenents is to
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1 achieve a nmutually satisfactory permanent base rate
2 reduction as soon as possible, and thereby avoid
3 both the uncertainty and the inherent del ay
4 associated wwth litigating all of the ratemaking
5 I ssues arising fromthe Tax Cut and Jobs Act.
6 The 2018 agreenent before you today is
7 structured to acconplish the incorporation of the
8 tax cut act into our rates as a continuation from
9 the 2017 base rate settlenent as though it were a
10 known change when that agreenment were -- was
11 reached and approved by this comm ssion. The
12 conprom sed agreenents between the parties in both
13 the '17 agreenent, approved |ess than a year ago,
14 and in the '18 agreenent are based on this centra
15 foundation. And as you have heard already, all of
16 the parties are united in support of this
17 agr eenent .
18 As noted in your procedural order governing
19 t he proceedi ngs today, the 2018 agreenent
20 I npl ement s paragraph six of the '17 settlenent.
21 And there are six basic parts to the current
22 agreenent that, if approved today, will go into
23 effect for bills rendered on neter readings
24 starting the 1st of April.
25 The 2017 -- I'msorry 2018 agreenent seeks to,
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one, imediately reduce Gulf's base rates by $18.2
mllion on an annual basis.

Two, immedi ately reduce Qulf's ECRC rates by
$15.6 mllion on an basis. Both of these in
response to the Tax Cut and Jobs Act.

Three, it wll imediately reduce Gulf's fue
cost recovery rates for the remainder of '18 by a
little over $69.4 nmllion, the first part of which
Is the 69.4 to credit custoners for the full
jurisdictional anpbunt of the unprotected excess
deferred taxes resulting fromthe Tax Cut and Jobs
Act .

And then it will also, in the fuel cost
recovery rates, we will capture and credit to
custoners the inpact of the new tax cut between
January 1, 2018, and if approved today, the
effective date of the new base rates. So that for
those three nonths, we are capturing that and
I ncorporating that into the fuel cost rates that
will go into effect on neter readings starting next
week. This is done through an establishnment of
regulatory reliability that wll be Iiquidated
within the change in the fuel cost rates.

The fifth elenent is the establishnment of a

53.5 percent equity ratio cap for all retai
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regul atory purposes.

And the sixth and final elenment is we have set
the stage for a future limted scope proceeding to
be initiated by May 1, 2018, for the purpose of
determ ni ng the anmount and fl owback period for the
protected excess taxes.

The stipulated record that will be presented
to you today supports a finding by you that the
February 14 stipulation and settl enent agreenent
bet ween and anong the parties is in the public
i nterest and shoul d be approved.

In addition to the stipulated itens in the
conprehensive exhibit list, GQulf is prepared to
offer a panel of three witnesses who are avail able
to answer questions regarding the settlenent. The
three panelists are | ed by Robin Boren, our Chief
Financial Oficer. M. Boren is supported by Lee
Evans, @ulf's Pricing Supervisor, who will address
the application of the settlenent to Gulf's base
rates, and by Rhonda Al exander, @l f's Regul atory
Manager, who wll deal with the application of the
settlenent to the Gulf's fuel cost recovery and
ECRC r at es.

| would like to conclude ny openi ng remarks by

publicly thanking M. Kelly and M. Rehw nkel for
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their | eadership and professionalism as the Ofice
of Public Counsel worked with GQulf Power Conpany on
the framework for both the 2017 agreenent and the
2018 agreenent. But | would also |like to publicly
thank M. Myle and M. Cavros for their

prof essi onalismand participation in the settlenent
di scussions and the agreenents that are before

you -- that bring us here today. Collectively the
parties have shown that nmuch can be acconpli shed
col | aboratively and cooperatively through the

settl enent process.

And finally, | would like to thank your staff
for their efforts to make sure that this record was
fully devel oped, and that we had this opportunity
to present the stipulation to you today so that we
could still acconplish the goal of the parties,
which is to inplenent these rates, if approved,
effective on neter readings starting the first of
next week.

And with that, that concludes ny opening
remar ks

CHAI RMAN GRAHAM  Thank you, M. Stone.

M. Rehw nkel .

MR, REHW NKEL: Thank you, M. Chairman.

Comm ssi oners.
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The Public Counsel supports this agreenent
li ke we did the agreenents that you have previously
approved this year to inplenent the Duke and Tanpa
Electric stipulations to return the tax savings to
Florida's custoners. W appreciate your approval
there, and we commend this agreenent to your
approval .

30 years ago, this agency struggled for, it
seens |ike years, with returning tax savings to
custoners. The agreenents that the parties in the
Duke, Tanpa Electric and GQulf Power case have
structured to return tax savings in a fair and
equi tabl e way as soon as possible to custoners
stands, in ny mnd, as a testanent to this agency
and the parties that appear before you to get
t hi ngs done for the benefit of custoners, and we
comrend your staff, and the conpany, and the
parties for working together to make this happen.

It is our view that the agreenent that
i npl ements the tax savings provisions of paragraph
six of the Gulf stipulation are fair and equitable,
and in the public interest, and benefit custoners.

W will work wwth Qulf and the other parties,
and your staff, to inplenent the remaining

provi sion of paragraph six to identify and return
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the benefits associated wth the protected portion
of the excess accunul ated deferred taxes to
custonmers in the nost beneficial way. So we | ook
forward to that, but we comrend this agreenent to
you for your approval today as being in the public
I nterest.

Thank you.

CHAI RMAN GRAHAM  Thank you, sir.

M. Myl e.

MR, MOYLE: Thank you, M. Chairman.

On behalf of FIPUG we, |ikew se, support the
stipulation, and think it is a good arrangenent for
@Qul f's custoners.

We have addressed this conm ssion a nunber of
times about the results and inpact of the federal
tax reform and we've established two pol estars.
One is transparency, and the other is certainty and
pronpt relief. W think that this proposal neets
t hose because, in our negotiations, we've been able
to have very constructive conversations with Qulf.

You know, you all are here today, but don't
get the benefit of hours upon hours of discussions
and neetings that take place. FIPUG has an expert,
Jeff Pollock, that you all hear from He has the

chance to ask questions to understand it. So just
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1 because we are here saying we support it, | just
2 wanted to enphasize there is a heck a | ot of work
3 t hat goes on behind the scenes, and the two
4 pol estars that | -- that | nmention, the
5 transparency and the certainty have been net. So
6 we are supportive.
7 Particularly like to thank Gulf for the way in
8 which the nmonies are flowing back. [It's over $100
9 mllioninrate relief that the ratepayers are
10 going to receive. |If you vote today, | amtold
11 that will be received as of April -- April 1.
12 So | know you all have to be satisfied, you
13 wi Il have sone w tnesses that you can ask questions
14 of . But hopefully a bench -- a bench vote wll be
15 forthcom ng, which would allow the rate relief to
16 be seen April 1.
17 So, again, we would urge your favorable
18 consideration. | know your staff has had a chance
19 to ask questions and look at it. W think it's a
20 fair deal. W think it's in the public interest,
21 and we think all the parties did a good job of
22 comng to an accord.
23 Thank you.
24 CHAI RMVAN GRAHAM  Thank you, M. Myl e.
25 Through privilege of the Chair, | want to
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thank all of you for com ng together with this
agreenent. | knowit's not always easy. And | do
appreci ate the heavy work that you guys do behind
t he scenes.

| want to thank OPC for starting all this tax
talk. Wwen this -- when this tax relief was done
i n Decenber, and you guys cane forward with us, and
we are systematically noving forward with this
plan, and it's exciting. |It's definitely exciting
to see the imedi ate inpact of this kind of stuff.
So | do thank you guys for that.

And | want to thank staff for as quickly as
you have gone through this agreenent and brought it
before us for approval, because | amsure there is
a lot of people out there that are going to

appreci ate these rol |l backs.

Ckay. Is this the tinme we set aside to take
public testinony. |s there anybody here in the
audi ence that's here to speak -- give testinony for

this hearing?

kay. Then | will skip over that part. And
we W ll go to swearing in our panel of w tnesses.
If | can get those three to stand and rai se your

ri ght hand.
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1 LEE EVANS
ROBI N BOREN
2 RHONDA ALEXANDER
3 was called as a wtness, having been first duly sworn to
4 speak the truth, the whole truth, and nothing but the
5 truth, was exam ned and testified as foll ows:
6 CHAI RMAN GRAHAM  Yes? Thank you.
7 kay. So --
8 MR, STONE: M. Chairman, would you |ike them
9 to take the --
10 CHAI RMAN GRAHAM  Yes. Cone up here, please.
11 Al right. Staff, so tell nme where are we
12 now? There is no public testinony.
13 M5. BROMLESS: No, sir. And you have sworn
14 in the wwtnesses. So this is your opportunity to
15 guestion the w tnesses under oath.
16 CHAI RMAN GRAHAM  kay. Comm ssioners, let's
17 see the lights start flashing.
18 COMW SSI ONER BROMN:  One questi on.
19 CHAl RMVAN GRAHAM kay. | don't see any
20 guesti ons.
21 Conmi ssi oner Brown.
22 COMM SSI ONER BROMWN: | have a clarifying
23 guestion to appease the Chai rman. Just | oking.
24 Under paragraph 13, it tal ks about this
25 process about protected excess deferred taxes
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requi ring additional work, and then it al so
nmentions possibly a limted scope proceedi ng by

May 1st, 2018, to kind of investigate that a little
further. And then, just if you will, under
paragraph 18, then it tal ks about closing the
docket on any issues affecting GQulf Power, and
bei ng excused from participation in Docket Nunber
20180013.

So does @ulf anticipate opening up a new
docket to address the protected excess deferred
taxes issue? |Is that a | egal question that you
want to defer to your counsel ?

THE WTNESS: (Ms. BOREN) Yes, | think that's
a legal question to defer to our counsel, thank
you.

MR, STONE: Conm ssioner Brown, we've thought
about that. And we were thinking that it may be
appropriate to just continue -- since this docket
has al ready been opened as an individual docket for
@Qul f, that this docket could be the vehicle by
whi ch we address the future |imted scope
proceeding that's contenplated by the stipulation
and settl enment agreenent.

COMW SSI ONER BROMWN:  Yes, | woul d agree.

And then with regard to cl osing the docket,
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1 woul d you close the docket for all issues except
2 for that imted issue?
3 MR, STONE: Perhaps the clarification you seek
4 is the docket we were trying to close as to Qulf
5 Power Conpany was the generic docket that you
6 opened i n January.
7 COMW SSI ONER BROMN:  Ckay.
8 MR, STONE: Qur concern was we didn't want to
9 be caught between two dockets. W wanted to focus
10 our attention on the individual docket.
11 COMM SSI ONER BROMWN:  Thank you for that
12 clarification.
13 Al right. So the only docket that woul d be
14 cl osed would be with regard to Gulf Power's role in
15 t he generic proceedi ng?
16 MR, STONE: That's correct.
17 COMW SSI ONER BROMN:  Ckay.
18 MR, STONE: This docket will remain open.
19 COMM SSI ONER BROMN:  All right. Geat. Thank
20 you.
21 | appreciate M. Myle's comments regarding
22 transparency and pronpt relief. And | am al so, as
23 the Chairman indicated, a little excited. | think
24 that termis different. | nmean, | amthrilled that
25 we are in this posture. | have said this before,
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1 when Qulf proposed this filing. | believe this is
2 I ncredi ble that custoners can see i medi ate
3 savi ngs.
4 So -- | nean, really, this is a very
5 straightforward agreenent. | thank staff. | thank
6 the parties for comng forth. | thank Gulf and OPC
7 and all of the signatories for having the foresight
8 to even put this in the settlenent agreenent that
9 we approved. And it's -- it's a great relief for
10 all custoners in Gulf Power's jurisdiction. So
11 t hank you for proposing this for us, and | | ook
12 forward to supporting it.
13 CHAI RMAN GRAHAM  Thank you, Conm ssi oner
14 Br own.
15 Conmmi ssi oner Fay.
16 COMM SSI ONER FAY:  Thank you, M. Chair man.
17 | guess mne would also be a clarifying
18 question, too.
19 When | | ook at the recoveries that are placed
20 in this stipulation, the base, the ECRC and the
21 fuel, it looks like essentially that those
22 recoveries would start al nost i mrediately, in other
23 words, April 1. In the response that Gulf had,
24 they nmentioned the billing cycle was April 2nd, and
25 so | just wanted to make sure | was reading this
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right.

There is probably a good reason on Apri
Fool's and Easter, you don't send out a notice
necessarily, but if you could naybe clarify that.

THE WTNESS: (Ms. BOREN) OF course,
Conmm ssi oner Fay.

So we do have a dedicated first bill read for
each nonth, that's April 2nd, but it wll be based
on bills beginning for neter readi ngs based on
April 1st-neter. So for usage standpoint, it is a
April 1st.

COMWM SSI ONER FAY: Ckay. Geat.

And all -- the ECRC, the base and the fuel,
it's all included in that April 1st change?

THE WTNESS: (Ms. BOREN) Correct.

CHAI RMVAN GRAHAM  kay. Great. Thank you.

Thank you, Conmi ssioner Fay.

Conmi ssi oner Pol mann.

COMWM SSI ONER POLMANN:  Thank you, M.
Chairman. Followup to Conm ssioner Brown's
qguesti on on paragraph 13.

You indicate here either a | ater agreenent or
initiating a proceeding by May 1. |s there any
expectation that will be a | ater agreenent, neaning

an agreenent in addition to this one? O do you
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anticipate just going to a proceedi ng?

THE WTNESS: (Ms. BOREN) Comm ssi oner
Pol mann, at this point, we have not had any further
di scussions with the intervenors, so | would be
reluctant to say there is a definitive one way or
anot her.

COMM SSI ONER POLVANN:  Ckay.

THE WTNESS: (Ms. BOREN) But certainly, our
intent is to have started sonething after this
proceedi ng, assumng that it's approved, and that
we can nove forward to the one remaini ng subject.

COW SSI ONER PCLVANN:  Ckay. Wth regard to
the May 1 that would initiate a proceedi ng, and
then | see later in that paragraph, the bottom of
page eight, reference to January, is inplenentation
of the rate reduction, | take that, but that is the
date that that next step, says no earlier than
January.

Is there any -- | knowit's hard to say at
this point if you are only initiating a proceedi ng
in May, but is any expectation on an outside date?
Do we sinply don't know? Can you comment on that?

THE WTNESS: (Ms. BOREN) Again, | think at
this point we probably don't know. The intent no

earlier than January 19th was if we found oursel ves
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rolling into 2019 without a resolution, then those
dollars from 2018 would begin to flow back to
custoners in 2019.

So it was to nake sure that there is anple
time for us to cone to a resolution, either with
the Commi ssion or with the intervenors, but know ng
that at sone point that nobney needs to start
fl owm ng back to custoners, and so begi nni ng
January 19 it would if there was not anot her
resol ution in place.

COMM SSI ONER POLMANN:  So it potentially could
be sone prelimnary nunber subject to a true-up is
t hat what you are sayi ng?

THE WTNESS: (Ms. BOREN) So we will be
establishing a regulatory liability associated with
the protected deferred i ncone taxes, with your
approval --

COW SSI ONER PCLMANN:  Sur e.

THE WTNESS: (Ms. BOREN) -- back to
January 1st. So we will be -- we will be holding
those in a regulatory liability for the renai nder
of 2018. And if we do not have a new resol ution
associated wwth the protected excess deferred
i ncone taxes, it would begin to flow back to

custoners beginning in January of '19.
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COMWM SSI ONER POLMANN:  kay. Thank you.

Now, one follow up, M. Chairnman.

CHAl RVAN GRAHAM  Sure.

COMWM SSI ONER POLMANN:  Back on page seven --
and again, this is just clarifying.

The rel ationship between paragraph 10 and 11,
i f you could comment on that for nme. And | guess
nmy sinple question is, does paragraph 11 deal with
the issue in paragraph 107

THE WTNESS: (Ms. BOREN) It does in an
I ndi rect way, | think.

So for our credit netrics is our funds from
operations to our debt ratio. As you know, we are
pl anni ng on sending $69.4 nillion back to customers
in 2018 --

COW SSI ONER POLMANN:  Ri ght .

THE WTNESS: (Ms. BOREN) -- with no cash flow
associated wth that. So to the extent we were to
fund that at our equity debt ratio, it would -- it
woul d deteriorate our ratings. And so our plan is
to fund that with equity. Qur intent is to fund
that 100 percent with equity.

And so in order to do that in an effective
manner, one of the negotiated itens was that we

woul d be able to increase our equity ratio from
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52-and-a-half to 53-and-a-half percent, which is
about $70 mllion for us.

So one percentage point is $70 mllion, which
is the equity anount that we plan to utilize and
fund for this credit to custoners.

COW SSI ONER PCLMANN:  Ckay. So t hat
al l onance allows you to take care of the issue in
nunber 107

THE WTNESS: (MS. BOREN) It does.

COMM SSI ONER POLVANN:  Ckay.

THE WTNESS: (Ms. BOREN) So it neans that
by sendi ng these dollars back to custoners quickly,
we will not be changing the financial integrity --
or deteriorating the financial integrity of QGulf
Power .

COMM SSI ONER POLMANN:  Thank you very mnuch.

That's all, M. Chairman.

MR, STONE: Comm ssioner Polmann, if | may
el aborate briefly.

Al of the articles -- the paragraphs in this
docunent were negotiated articles, and not all of
the articles have the clarity that we woul d hope,
per haps, but | want to be clear about one thing.
Par agraph 10 was a statenent of Qulf's contention,

and not everyone agreed with that contention, but
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they agreed to allow that into the docunent.

Everyone did agree with paragraph 11 and the
concession that was nmade there. \Whether or not the
other parties agree with the relationship or not is
really not pertinent to the resolution of the
stipulation, but it is pertinent fromQ@ilf's
perspective, that's why we felt it was inportant to
have information there.

So | just want to be clear, ny -- ny
cosignatories to the stipulation agreenent -- this
was one of those hard fought battles where there
was concessi on made, but it was not sonething where
there was necessarily agreenent on the -- on the
connecti on between the two.

COMM SSI ONER POLMANN: | understand, sir. The
first three words in paragraph 10 and paragraph 11
are very strong.

MR, STONE: Thank you.

COMM SSI ONER POLMANN:  Thank you, sir.

CHAl RVAN GRAHAM M. Rehw nkel .

MR REHW NKEL: Yes. M. Chairman, if | mght
provi de sone information in response to
Conmm ssi oner Pol mann's first question.

CHAI RVAN GRAHAM  Sur e.

MR. REHW NKEL: The Public Counsel does intend
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to engage with Gulf Power to inplenent an effort to
reach a resolution of the protected. The dollars
that would be at issue there are subject to refund
and are protected. Regardless of when that gets
resol ved, custoners will not be out any nobney based
on the ultimate resolution. And that's a credit to
t he conpany and your staff and the Comm ssion
taking an affirmative position on that.

We have reached out to staff to participate if
they would like to. And even if we don't reach
resolution in our efforts before May 1st, even if a
proceeding is initiated, that still does not
preclude us fromcontinuing to try to work this
out .

W think -- we think matters of interpretation
of the treasury regulations and tax | aw should be
resol vabl e, but | can't guarantee anything. But we
certainly will be working to bring that to a
resolution with your staff and the other parties.

COMM SSI ONER POLMANN:  Thank you, sir.

CHAl RVAN GRAHAM  Ckay. Thank you,
Conmm ssi oner Pol mann.

Conmmi ssi oner C ark.

COW SSI ONER CLARK:  Thank you, M. Chairnan,

| want to echo the comments --
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CHAl RMVAN GRAHAM M cr ophone. M crophone.

COM SSI ONER CLARK: | thought | hit it. | am
sorry.

| just want to echo the coments everyone has
made regardi ng the cooperation of the parties in
resolving this matter. | think that this is -- ny
short-term it's very unprecedented, and you guys
wor ked together very quickly, and | was very happy
to see this cone together.

| do have just a couple of questions regarding
the structure of the deal in terns of how you
all ocated the cost of -- | amsorry, | need to turn
nmy question here -- how you all ocated the refunds
back according to the different clauses, and to the
base.

It seens |ike the base got a small anount of
treatnment, which trying to go through the docunents
and understand, | think | see that, but the |argest
portion of the refund is com ng back through the
fuel cost recovery. You are also capturing January
t hrough April's anount that was not -- that is not
going to be recaptured on a nonthly basis, |
assune.

What happens at the end of the year? Do you

revisit that through the fuel cost recovery and
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nmake a change to it?

THE WTNESS: (Ms. BOREN) So |let nme nmake sure
| understand your questions. If I don't answer it
pl ease, |let ne know.

So the $18.2 million, the decrease in base
rate, is a permanent annual decrease in base rates,
associated with the fact that, going forward, Qulf
will only have to pay a 21 percent incone tax rate,
and previously we paid a 35 percent tax rate. And
so that is -- you know, again, this is a
conpr ehensi ve negoti ated settlenment. But that
really represents the change in the tax rate on a
go-forward basis, so we no |longer need to collect a
35 percent tax rate. W really need to collect a
21 percent tax rate. So the 18.2 is a final nunber
that is the negotiated anount of the change in base
rates.

Base rates are prospective. So base rates
woul d be fromthe tine that we were -- had this
approved going forward. |It's not our intent to
keep a timng difference associated with tax
reform

Tax reformwas effective January 1. And so
our -- our calculation to -- for March 31st back to

January 1 was to say the tax rate changed on
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January 1, custoners shoul d have received the
benefit of that fromJanuary 1. And the nechani sm
we are using to do that is a credit to the fuel

cl ause through the rest of 2018.

The other portion that's flow ng through the
fuel clause is the $69.4 million, which is a
regulatory liability we booked on our bal ance sheet
as of Decenber 31st, 2017, related to the fact that
we had deferred certain incone taxes, which we
expected to have to pay at a 35 percent tax rate.
W are now only going to need to pay those at a
21 percent tax rate.

So our custoners, in essence, have -- deserve
to have a credit back related to those anounts.

And that $69.4 nmillion is the anpunt of the
unpr ot ected, which neans we have a little nore
flexibility as to how those can flow t hrough our
financial statenments. They are not related to
specific property, plant and equi pnent.

The average |life of those is 19.7 years, but
we feel there is an ability for us to return those
dollars to custoners quickly. And so we are using
the fuel clause as a nmechanismto return -- to
credit those dollars to custoners, because that is

historically the clause fromwhich we have credited
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custoners. There is a predetermned rate that
those wll flow back to custoners.

Again, historically, that's the one we've
used, so we are being very consistent with that.
But the 69.4, as well as the first three nonths of
base rates, that will go away at the end of 2018,
because it's a one-tine itemthat we are return --
that we are crediting to custoners.

The other longer termitemis the 15.6. So it
Is the ECRC cl ause. And, again, that is a change
because, going forward, we are paying a 21 percent
tax rate instead of a 35 percent tax rate. The
difference is an estimated annual of $15.6 mllion.

So those rates will go in effect on April 1st.
And then through the -- through the true-up
nmechani sm annual true-up nechani smthat we have,
we wll over/under -- we will correct that in
January '19 to the extent that it wasn't fully
realized in 2018.

So we are accelerating that. W believe,
agai n, that custoners deserve to get these dollars
back quickly, so we are accelerating that $15.6
mllion, instead of waiting for a filing in
Novenber .

Did that answer your question?

Premier Reporting

(850)894-0828 Reported by: Debbie Krick

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com



34

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

COW SSI ONER CLARK:  Yes.

THE W TNESS: (MS. BOREN) Ckay.

COMM SSI ONER CLARK: I n great detail. Very
good.

Final question relates to custoner concerns
and their notifications.

What have you guys done to notify the
custoners about what's com ng down, howthis is
goi ng to be inpl enented?

THE WTNESS: (Ms. BOREN) Sure. Conm ssioner
Clark, we have -- we did have a press rel ease that
we i ssued when we signed the agreenent on
February 14th. There were nunerous news articles,
soci al nedia opportunities, as well as radio and TV
t hat went through.

Shoul d we get approval today, we will also be
I ssuing a press release today for our custoners. |
know our corporate comruni cations teamis
wel | -prepared in order to get this out to nedia
outlets, including our social nedia, as well as

radi o, TV and newspaper.

And then we will be putting a bill insert in
every custoner's bills -- bill. So they wll
probably be receiving a bill notification at the

time that they receive their first credit, just
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because of the timng here, but we do have that
drafted as well.

COMWM SSI ONER CLARK:  Thank you.

THE WTNESS:. (Ms. BOREN) Thank you

CHAl RVAN GRAHAM  Thank you, Conm ssi oner
a ark.

kay. Staff, exhibits and concluding matters.

M5. BROMLESS: We woul d now seek to enter
into the record the settlenent agreenent, revised
tariffs and data requests that have been identified
on the conprehensive exhibit list as Exhibits 2
t hrough 4.

CHAl RVAN GCRAHAM  We will enter those into the
record.

M5. BROMNLESS: Thank you, sir.

(Wher eupon, Exhibit Nos. 2-4 were received
evi dence.)

CHAI RMAN GRAHAM  Any ot her concluding matters
fromthe parties?

M5. BROMLESS: No, sir.

Since there are no other concluding matters,
I f you so choose, the Comm ssion nmay make a bench
decision at this tine.

CHAl RVAN GRAHAM Do you guys have anything to

add before we cone back to the bench? | saw y'al
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1 reaching for your mcrophone. M. Stone.
2 MR STONE: The first thing | was going to ask
3 Is could the w tnesses be excused fromthe stand?
4 CHAl RVAN GRAHAM  Yes. Thank you for com ng,
5 guys.
6 (Wtnesses excused.)
7 MR, STONE: | have no concl udi ng remarKks.
8 CHAl RVAN GRAHAM M. Rehw nkel ?
9 MR, REHW NKEL: Yes, M. Chairnman and
10 comm ssioners. | just wanted to -- | have rarely
11 heard a first tinme witness before the Conm ssion do
12 such an excellent job as -- as Qulf's w tness.
13 | wanted to supplenent the information that
14 you received by saying that the $18.2 nmillion is
15 permanent. The -- the issue that's outstanding
16 could al so be a pernanent additional rate
17 reducti on, depending on howthat's resolved. So
18 the 18.2 isn't the be-all end-all of that. So
19 there is a potential for that, just to clarify
20 t hat .
21 And the $15.6 million that's in the ECRC, it
22 IS subject to true-up at least in tw ways. One,
23 whet her is an over/under recovery of it, and
24 whet her the nunber is correct.
25 Your staff will have an opportunity to vet the
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1 nunber and deci de whether it was correct. W don't
2 have a reason to believe that it's incorrect, but
3 it i1s your prerogative to determ ne whether that
4 nunber is right or not, and whether it's
5 corrected -- it's collected correctly, and that
6 will all work itself out in the ECRC process. But
7 we totally agree with the information you received
8 fromthe w tnesses.
9 Thank you.
10 CHAI RMVAN GRAHAM  Ckay. Thank you.
11 Conmmi ssi oner Brown.
12 COMW SSI ONER BROMN:  Thank you.
13 M. Chairman, given the posture that we are
14 in, and given the overwhel m ng evi dence supporting
15 the public interest here today, | would like to
16 nove approval of the stipulation and settl enent
17 agreenent with the revised tariff sheets in Docket
18 Nunber 20180039.
19 Again, this is an excellent venture for
20 custoners. They are getting imedi ate relief
21 starting next nonth, and | appreciate all the
22 parties' support here.
23 COW SSI ONER POLMANN: M. Chairman, | -- |
24 find many aspects of this settlenent to be very
25 efficient and beneficial, and I would nove -- |
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woul d second Conmi ssioner Brown's notion.

CHAIl RVAN GCRAHAM It's been noved and seconded
to approve the Gulf tax stipulation 20180039- El
If there is no further discussion, all in favor,
say aye.

(Chorus of ayes.)

CHAI RMVAN GRAHAM  Any opposed?

(No response.)

CHAl RVAN GRAHAM By your action, you have
approved that stipul ation.

| thank you guys very, very nuch for what you
have done, and for being first out the gate. This
Is going to be exciting for everybody, and | can't
wait to read the news clips in the norning
t onor r ow.

MR, STONE: Thank you, M. Chairman.

CHAl RVAN GRAHAM I f there is nothing el se, we
are adjourned, and we wll start the Florida Gas
hearing at 10 after 2:00, so about four, five
m nut es.

(Wher eupon, the proceedi ngs concluded at 2:05
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