FILED 8/31/2020
- DOCUMENT NO. 05303-2020
GUNSTER FPSC - COMMISSION CLERK

FLORIDA'S LAW FIRM FOR BUSINESS

Writer’s E-Mail Address: bkeating@gunster.com

August 28, 2020
VIA E-PORTAL

Mr. Adam Teitzman

Commission Clerk

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL. 32399-0850

Re: Docket No. 20190156-EI - Petition for a limited proceeding to recover incremental
storm restoration costs, capital costs, revenue reduction for permanently lost
customers, and regulatory assets related to Hurricane Michael, by Florida Public
Utilities Company.

Dear Mr. Teitzman:

Attached for electronic filing, please find the Joint Motion of Florida Public Utilities Company
and the Office of Public Counsel for Approval of Stipulation and Settlement. The Stipulation
and Settlement is included as Attachment A to the Joint Motion. The Joint Movants note that
tariff sheets referenced as Exhibit B to the Stipulation and Settlement will be provided under
separate cover early next week.

Thank you for your assistance with this filing. As always, please don’t hesitate to let me know if
you have any questions or concerns.

Sincerely,

Beth Kea:[ing
Gunster, Yoakle Stewart, P.A.

215 South Monroe St., Suite 601
Tallahassee, FL 32301
(850) 521-1706
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In-re: Petition for a limited proceeding to | DOCKET NO. 20190156-EI
recover incremental storm restoration costs,
capital  costs, revenue reduction for
permanently lost customers, and regulatory
assets related to Hurricane Michael, by Florida
Public Utilities Company.

In re: Petition for establishment of regulatory | DOCKET NO.20190155-EI
assets for expenses not recovered during
restoration for Hurricane Michael, by Florida
Public Utilities Company.

In re: Petition for approval of 2019 | DOCKET NO. 20190174-EI
depreciation study by Florida Public Utilities

Company. DATED: August 28, 2020

JOINT MOTION OF FLORIDA PUBLIC UTILITIES COMPANY
- AND THE OFFICE OF PUBLIC COUNSEL FOR APPROVAL OF
STIPULATION AND SETTLEMENT o

Florida Public Utilities Company (“FPUC” or “Company”) and the Office of Publi}c
Counsel (“OPC”) (collectively, “Joint Movants” or “Parties) by and through their undersigned
attorneys, respectfully move the Florida Public Service Commission (“Commission”) to approve
the Stipulation and Settlement (“Storm Settlement”) attached hereto as Attachment “A”. The
Joint Movants have entered into this Storm Settlement in resolution of all issues in the above-
referenced Dockets. In support hereof, the Joint Movants state as follows:

1. On August 7, 2019, FPUC petitioned the Florida Public Service Commission
(“the Commission”) for a limited proceeding for a revenue increase to recover $28.2 million
associated with capital additions and the cost of removal in the wake of Hurricane Michael, a
regulatory asset in the amount of $39.2 million that consists of incremental storm restoration

costs arising from Hurricane Michael, and a regulatory asset in the amount of $1.6 million also
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arising from the impacts of Hurricane Michael for total costs of $69 million with the effective
day of such rate increase to be January 2, 2020 (“Limited Proceeding™).

2. OPC filed a notice of its intervention on August 14, 2019.

3. On September 3, 2019-, FPUC filed its 2019 Depreciation Study, which was
assigned Docket No. 20190174-EI.

| 4. These Dockets were consolidated for hearing by Order No. PSC-2020-0060-PCO-
EI, issued February 24, 2020.

5. On March 11, 2020, FPUC filed revised petitions with the Commission for a
limited proceeding for a revenue increase to recover $19,146,827 associated with capital
additions in the wake of Hurricane Michael, a regulatory asset in the amount of $41,337,758 that
consists of incremental storm restoration costs arising from Hurricanes Michael and Dorian, a
regulatory asset in the amount of $5l04,448 for lost customers, another regulatory asset for
ope_rafions and maintenance expenses not recovered in the amount of $984,283, and a regulatory
as.‘se‘_[ in the amount of $8,251,471 rela‘;ed to cost of removal and other accumulated depreciation
adjustments also arising from the impacts of Hurricane Michael on depreciation expense, for
total costs of $70,224,787, and an annual incremental revenue requirement of $11,884,648.

6. These consolidated dockets were set for hearing and a procedural schedule was
established by Order No. PSC-2020-0121-PCO-EI, issued April 21, 2020, and thereafter
modified by Order No. PSC-2020-0174-PCO-EI, issued June 2, 2020.

7. The Storm Settlement is the result of good faith efforts to address the issues in
th1s proceeding in a manner that will provide regulatory certainty with regard to FPUC’s rates
and récovery by the Company of its significant losses resulting from Hurricane Michael, and to a

lesser ex.tent,‘ Hurricane Dorian. The Joint Movants represent that approval of this Storm
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Settlement will avoid the unnecessary expense and uncertainty associated with further litigation,
including a potential full rate proceedihg. The Storm Settlement results in rates and a surcharge
that are fair, just, and reasonable. Therefore, the Joint Movants submit the Storm Settlement is in
the public interest and respectfully request its approval as further described below.

8. The Storm Settlement provides planning and rate certainty for a period through at
least September 1, 2021, as the Joint Movants agree that the FPUC shall not file a test year
notification letter before that date.

9. In furtherance of this Joint Motion and approval of the Storm Settlement, the Joint
Movants waive any right to seek reconsideration of, or otherwise appeal, any decision of the
Commission approving, in its entirety, this Storm Settlement.

10.  The Storm Settlement provides, among other things:

e FPUC will be allowed to recover $2,165,706 associated with the Company’s
Request for a Limitea Proceeding to recover new plant, and $1,189,374,
associated with a regulatory asset established in the amount of $6,842,378 for
Accumulated Depreciation cost of removal and undepreciated plant. This
regulatory asset would be amortized over 10 years. The Parties further agree that
it is appropriate to recover these amounts through an annual revenue increase to
FPUC’s base rates in the amount of $3,355,080.

o FPUC will establish a regulatory asset for Storm Costs in the amount of
$45,794,544, including interest, which shall be amortized over 6 years with
interest applied at FPUC’S actual blended debt rate used in the March 11, 2020,

revised petitions. These Storm Costs shall be recovered through a surcharge to be
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11. .

applied on a per kwh basis (“Storm Surcharge”) calculated to recover $7,658,985
annually.

FPUC’s new Base Rates and new Storm Surcharge should be allowed to become
effective for all meters read on or after November 1, 2020, at which time the
Interim Rates approved by Order No. PSC-2019-0501-PCO-EI shall cease.

The Parties have agreed that the adjusted asset lives and resulting adjustments to
FPUC’s depreciation rates proposed by OPC’s Witness David Garrett will be
reflected in FPUC’s new Depreciation Rates. With those changes accepted,
FPUC’s new Depreciation Rates should otherwise reflect the net salvage values,
reserve allocations, and reserve amortization as filed by FPUC with the
Testimony of FPUC Witness Patricia Lee on May 8, 2020, with the new rates
effective January 1, 2026.

FPUC agrees it will implement Storm Restoration Cost Process Improvements
consistent with those approved by the Commission in Dockets Nos. 20170271-EI
(TECO) and 20170272-EI (Duke).

The Parties have also agreed to a storm cost recovery process to address cost
recovery in the event of future damaging storms. This process will remain in
place until the effective date of new rates approved by the Commission in the
Company’s next full base rate proceeding.

To date, no other parties have intervened in this proceeding. As the only two

parties to the proceeding have executed the Storm Settlement, no party will be prejudiced by the

proposed procedure or the Commission’s approval of the Storm Settlement. Should any new
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party seek to intervene at any point in the future, in accordance with Commission rules, such
party would then take the case as they find it.

12. The Joint Movants represent that the Storm Settlement provides an equitable and
just balance of the positions of the pafties on the issues in this proceeding. The Joint Movants
submit approval of the Storm Settlement is in the best interests of both the Company and its
customers, and therefore, respectfully request approval of same.

13, For the sake of efficiency, the Joint Movants request the Commission rule on this
Joint Motion For Approval of Stipulation and Settlement during the period of September 8-10,
the time that is presently scheduled for the technical hearing in this proceeding.

14, FPUC commits to making experts available to the Commission to address
questions, if any, regarding Storm Settlement.

15.  Commission approval of this Joint Motion is consistent with the Commission’s
long-standing policy to encourage settlements that provide benefits to the customers and avoid
unnecessary additional litigation expense.

WHEREFORE, the Joint Movaﬁts hereby respectfully request that the Commission grant
this Joint Motion, approve the Stipulation and Settlement attached hereto as Attachment “A”,

and allow the Company to implement the rates included in the tariff sheets incorporated therein
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as “Exhibit B” effective November 1, 2020.

Respectfully submitted this 28" day of August, 2020, by:

s/Pathicia A4, (Uincstensen
Patricia A. Christensen, Esquire
Bar No. 989789

Office of the Public Counsel
c/o The Florida Legislature

111 West Madison St., Rm 812
Tallahassee, FL 32399-1400
Office of Public Counsel

Tor 74

Beth Keating, Esqulre

Bar No. 0022756

Gunster, Yoakley & Stewart, P.A.
215 South Monroe St., Suite 601
Tallahassee, FL 32301

(850) 521-1706
Attorneys for Florida Public Utilities Company

61Page
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished by
Electronic Mail to the following parties of record this 28th day of August, 2020:

Florida Public Utilities Company Ashley Weisenfeld

Mike Cassel Rachael Dziechciarz

208 Wildlight Ave. ' Bianca Lherisson

Yulee, FL 32097 Florida Public Service Commission
mcassel@fpuc.com 2540 Shumard Oak Boulevard

Tallahassee, FL 32399
aweisenf(@psc.state.fl.us
rdziechc@psc.state.fl.us
blheriss@psc.state.fl.us

Office of Public Counsel

J.R. Kelly/Patricia Christensen/Mireille Fall-
Fry

c/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, FL 32399-1400
Kelly.jr@leg.state.fl.us
christensen.patty(@leg.state.fl.us
fall-fry.mireille@leg.state.fl.us

w Tetr Ffa

Beth Keating?’
Gunster, Yoakley & StewsgttyP.A.
215 South Monroe St., Sdite 601

Tallahassee, FL. 32301
(850) 521-1706
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ATTACHMENT A

Stipulation and Settlement



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for a limited proceeding to | DOCKET NO. 20190156-EI
recover incremental storm restoration costs,
capital  costs, revenue reduction for
permanently lost customers, and regulatory
assets related to Hurricane Michael, by Florida
Public Utilities Company.

In re: Petition for establishment of regulatory | DOCKET NO.20190155-EI
assets for expenses not recovered during
restoration for Hurricane Michael, by Florida
Public Utilities Company.

In re: Petition for approval of 2019 | DOCKET NO. 20190174-EI
depreciation study by Florida Public Utilities
Company. DATED: August 28, 2020

STIPULATION AND SETTLEMENT

WHEREAS, Florida Public Utilities Company (“FPUC” or “Company”) and the Office
of Public Counsel (“OPC”) have signed this Stipulation and Settlement regarding the Company’s
requests for relief, which initiated each of the above-referenced Dockets, (“Storm Settlement”);
and

WHEREAS, unless the context clearly intends otherwise, the term “Party” or “Parties”

shall mean a signatory or signatories to this Storm Settlement; and

WHEREAS, Hurricane Michael, as a Category 5 Hurricane, inflicted unprecedented and
catastrophic damage in both breadth and scope to FPUC’s facilities in its Northwest Electric
Division; and

, WHEREAS, on August 7, 2019, FPUC petitioned the Florida Public Service
Commission (“the Commission”) for a limited proceeding for a revenue increase to recover
$28.2 million associated with capital additions and the cost of removal in the wake of Hurricane
Michael, a regulatory asset in the amount of $39.2 million that consists of incremental storm

restoration costs arising from Hurricane Michael, and a regulatory asset in the amount of $1.6
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million also arising from the impacts of Hurricane Michael for total costs of $69 million with the

effective day of such rate increase to be January 2, 2020 (“Limited Proceeding”); and
WHEREAS, on September 3, 2019, FPUC filed its 2019 Depreciation Study; and

WHEREAS, by Order No. PSC-2019—0501-PCO-EI, issued November 22, 2019, the
Commission approved the Joint Motion of FPUC and OPC secking approval of the Stipulaﬁon
for Implementation of Rate Increase Subject to Refund, pursuant to which Interim Rates became

effective January 2, 2020; and

WHEREAS, the referenced Dockets were consolidated for hearing by Order No. PSC-
2020-0060-PCO-E], issued February 24, 2020; and

WHEREAS, on March 11, 2020, FPUC filed revised petitions with the Commission for
a limited proceeding for a revenue increase to recover $19,146,827 associated with capital
additions in the wake of Hurricane Michael, a regulatory asset in the amount of $41,337,758 that
consists of incremental storm restoration costs arising from Hurricanes Michael and Dorian, a
regulatory asset in the amount of $504,448 for lost customers, another regulatory asset for
operations and maintenance expenses not recovered in the amount of $984,283, and a regulatory
asset in the amount of $8,251,471 related to cost of removal and other accumulated depreciation
adjustments also arising from the impacts of Hurricane Michael on depreciation expense, for

total costs of $70,224,787, and an annual incremental revenue requirement of $11,884,648; and

WHEREAS, these consolidated dockets have been set for hearing and a procedural
schedule was established by Order No. PSC-2020-0121-PCO-EI, issued April 21, 2020, and
thereafter modified by Order No. PSC-2020-0174-PCO-E], issued June 2, 2020; and

WHEREAS, pursuant to the Prehearing Officer’s scheduling orders, FPUC and OPC

have submitted the testimony and exhibits of their respective witnesses; and

WHEREAS, Commission Staff has conducted its audits and submitted such audits as

exhibits to the testimony of Commission Staff’s witnesses; and
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WHEREAS, extensive discovery has been conducted in these consolidated Dockets

involving the production of thousands of pages of documents;

WHEREAS, pursuant to the established schedule, these consolidated Dockets are set for

hearing to begin on September 8, 2020; and

WHEREAS, after full and extensive review of the testimony and discovery produced,
the Parties have engaged in good faith discussion and have reached a full and complete

resolution of all matters in these consolidated Dockets; and

WHEREAS, the legal system, as well as the Commission, favors settlement of disputes,
including interim solutions, for a variety of reasons, including that they are in the public interest;

and

WHEREAS, the Parties to this Storm Settlement, individually and collectively, agree

that this Storm Settlement, when taken as a whole, is in the public interest; and

WHEREAS, the Parties are not in agreement on all legal and policy questions raised in
these proceedings, but have mutually agreed in compromise, without conceding either Party’s
position on the legal and policy questions is correct, to adjustments to the amounts requested for

recovery by FPUC, as well as the mechanism for recovery; and

WHEREAS, the Parties have entered into this Storm Settlement in compromise of
positions taken in accord with their rights and interests under Chapters 350, 366 and 120, Florida
Statutes, as applicable, and as part of a negotiated exchange of consideration among the Parties,
each Party has agreed to concessions to the other with the expectation, intent, and understanding
such that all provisions of this Storm Settlement, upon approval by the Commission, will be

enforced by the Commission as to all matters addressed herein with respect to both Parties; and

NOW THEREFORE, in consideration of the foregoing and the mutual covenants set
forth herein, which the Parties agree-constitute good and valuable consideration, the Parties

hereby stipulate and agree as follows:

3|Page
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1.

Cost Recovery

The Parties agree that it is appropriate for FPUC to recover $2,165,706 associated with
the Company’s Request for a Limited Proceeding to recover new plant, and $1,189,374,
associated with a regulatory asset established in the amount of $6,842,378 for
Accumulated Depreciation cost of removal and undepreciated plant. This asset would be
amortized over 10 years. The Parties further agree that it is appropriate to recover these
amounts through an annual revenue increase to FPUC’s base rates in the amount of

$3,355,080.

FPUC will establish a regulatory asset for Storm Costs in the amount of $45,794,544,
including interest, which shall be amortized over 6 years with interest applied at FPUC’s
actual blended debt rate used in the March 11, 2020, revised petitions. These Storm
Costs shall be recovered through a surcharge to be applied on a per kwh basis (“Storm

Surcharge”) calculated to recover $7,658,985 annually.

The Parties agree that the new Base Rates and new Storm Surcharge shall be effective for
all meters read on or after November 1, 2020, at which time the Interim Rates approved

by Order No. PSC-2019-0501-PCO-EI shall cease.

Based upon the agreed-upon. incremental annual revenue requirement and annual
surcharge amount identified in paragraphs 1 and 2, the Parties acknowledge that it is
anticipated FPUC will over-collect interim revenues. The Parties agree that a true-up will
be timely conducted following the Interim Rate termination date of October 31, 2020.
The identified over-collected amount shall be refunded to FPUC’s customers as a

reduction to FPUC’s Fuel Clause beginning January 1, 2021.

The Parties have agreed that the adjusted asset lives and resulting adjustments to FPUC’s
depreciation rates proposed by OPC’s Witness David Garrett will be reflected in FPUC’s
new Depreciation Rates. The Parties agree, with the exception of the changes to
implement OPC Witness Garrett’s recommended adjusted asset lives, that it is
appropriate for FPUC’s new Depreciation Rates to otherwise reflect the net salvage

values, reserve allocations, and reserve amortization as filed by FPUC with the
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II.

II1.

7.

Testimony of FPUC Witness Patricia Lee on May 8, 2020, with the new rates effective
January 1, 2020.

Process Changes

FPUC will implement the Storm Restoration Cost Process Improvements identified as
“Storm Restoration Cost Process Improvements” and attached as exhibits to the
Settlement Agreements approved by the Commission in Dockets Nos. 20170271-EI
(TECO) and 20170272-EI (Duke) that are attached to this Agreement as Exhibit A, with
the following exception. The Parties acknowledge that, while FPUC is not in a position
to implement new software for tracking and monitoring of contractor crews during
restoration work, FPUC has formalized and implemented for the 2020 hurricane season a
manual tracking procedure that will allow it to monitor and track contractor crews during
named storm events in a farlmore proactive manner and the information collected
manually will be input into electronic spreadsheets in the format used in this proceeding.
FPUC will also commit to move towards implementation of software that will enable

automated tracking as soon as practical.

Future Storm Recovery

Nothing in this Storm Settlement shall preclude FPUC from petitioning the Commission
to seek future recovery of costs associated with (1) any tropical systems named by the
National Hurricane Center or its successor, or (2) other catastrophic storm events causing
damage to FPUC’s generation, transmission or distribution system in the aggregate dollar
amount of at least $1,000,000, without the application of any form of earnings test or
measure and irrespective of previous or current base rate earnings. If FPUC seeks to
recover storm costs from its ratepayers during the term of this agreement, such filing(s)
shall be consistent with Rule 25-6.0143, Florida Administrative Code. Consistent with
this Storm Settlement, the Parties agree that recovery from customers of storm costs
associated with any future event to which this paragraph 7 is deemed applicable will
begin, on an interim basis (subject to refund following a hearing or a full opportunity for

a formal proceeding), sixty days following the filing of a cost recovery petition and tariff

5‘|7Page



Docket No. 20190156-EI (Dockets Nos. 20190155-EI and 20190174-EI)
Storm Settlement

10.

IV,
11.

with the Commission and will be based on a 12-month recovery period if the storm costs
for the future event do not exceed $4.00/1,000 kWh on monthly residential customer
bills. In the event the Company's reasonable and prudent storm costs exceed that level,
any additional costs in excess of $4.00/1,000 kWh shall be recovered in a subsequent
year or years as determined by the Commission, after hearing or after the opportunity for
a formal proceeding has been afforded to all substantially affected persons or parties. All
incremental storm-related costs shall be calculated and disposed of pursuant to Rule 25-

6.0143, F.A.C.

FPUC and OPC are not precluded from participating in any such future proceedings and
opposing the amount of FPUC’s claimed costs (for example, and without limitation, on
grounds that such claimed costs were not reasonable or were not prudently incurred) or
whether the proposed recovery. is consistent with Rule 25-6.0143, F.A.C., or otherwise

allowed by law.

The Parties agree that the $4.00/1,000 kWh cap in this Section III shall apply in
aggregate for a calendar year; provided, however, that FPUC may petition the
Commission to allow FPUC to increase the initial 12-month recovery at rates greater than
$4.00/1,000 kWh or for a period longer than 12 months if FPUC incurs in excess of $3
million of storm recovery costs that qualify for recovery in a given calendar year,
inclusive of the amount needed to replenish the storm reserve to $1.5 million. The Office

of Public Counsel reserves its right to oppose such future petition.

The provisions of this Section 11 (Future Storm Recovery) shall remain in effect until the
cffective date of new base rates established for FPUC in the Company’s next full base

rate proceeding.

Additional Commitments '

FPUC will delay the filing of any test year notification letter for its next full base rate

proceeding until at least September 1, 2021.
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12.

13.

14.

15.

Nothing in this Storm Settlement will have precedential value.

The Parties’ agreement to the terms in this Storm Settlement shall be without prejudice to
any Party’s ability to advocate a different position in future proceedings not involving
this Storm Settlement. The Parties further expressly agree that no individual provision,
by itself, necessarily represents a position of any Party in any future proceeding, and the
Parties further agree that no Party shall assert or represent in any future proceeding in any
forum that another Party endorses any specific provision of this Storm Settlement by
virtue of that Party’s signature on, or participation in, this Storm Settlement. It is the
intent of the Parties to this Storm Settlement that the Commission’s approval of all the
terms and provisions of this Storm Settlement is an express recognition that no individual
term or provision, by itself, necessarily represents a position, in isolation, of any Party or
that a Party to this Storm Settlement endorses a specific provision, in isolation, of this
Storm Settlement by virtue of that Party’s signature on, or participation in, this Storm

Settlement.

The Parties agree the direct and rebuttal testimony of FPUC’s witnesses Cassel, Napier,
Lee, and Cutshaw; the direct tgstimony of OPC witnesses Schultz and Garrett; and the
direct testimony of Commission Staff witnesses Vinson and Dobiac, shall be entered into
the record of this consolidated proceeding, along their exhibits and the exhibits on the

stipulated Comprehensive Exhibit List.

Approval of this Storm Settlement resolves all issues in this proceeding. The Parties
agree that approval of the Storm Settlement will avoid additional litigation costs for all

Parties. The Parties agree to waive:

i.  All notice requirements for a hearing as set forth in Section 120.569(2)(b),

Florida Statutes, or other applicable law;

ii.,  Their right to require a hearing on the merits;

7|Pagéi
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16.

17.

18.

19.

ili.  Their respective rights to seek reconsideration of any Final Order that

approves this Storm Settlement in its entirety without change; and

iv.  Their respective right to judicial review of any such final agency action

approving this Storm Settlement afforded by Section 120.68, Florida Statutes.

The Parties further agree they will support this Storm Settlement and affirmatively assert
that this Storm Settlement is in the public interest and should be approved. The Parties
likewise agree and acknowledge that the Commission’s approval of this Storm Settlement

promotes planning and regulatory certainty for both FPUC and its customers.

The effective date of this Storm Settlement shall be the date of the Commission’s vote

approving this Storm Settlement,

The provisions of this Storm Settlement are contingent upon approval by the Commission
in its entirety without modification, which the Parties agree is in the public interest.
Approval of this Storm Settlement will resolve all matters and issues in these

consolidated Dockets.

Attached hereto as Exhibit B are the appropriate tariff sheets reflecting the appropriate
rate changes and surcharge, which, upon Commission approval, shall become effective

on November 1, 2020,

[SIGNATURE PAGES FOLLOW]

SIPage
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In Witness Whereof, the Parties evidence either acceptance and agreement with the

provisions of this Storm Settlement by their signature.

Dated this 28" day of August, 2020.

Florida Public Utilities Company Office of Public Counsel

By.

s/].R. Kelly

By:

9|Page
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Exhibit A

STORM RESTORATION COST PROCESS IMPROVEMENTS
Based on Dockets Nos. 20170271-EI (TECO) and 20170272-EI (Duke)

The following future processes summarizes the STORM RESTORATION COST
PROCESS IMPROVEMENTS which is to ensure cost effective and timely storm damage
recovery and service restoration which reasonably balances the customers right to prompt
restoration of service with the customers’ equal right not to pay excessive or improper
costs to achieve that restoration:

[Where Items I.A-1 contain policies (and expectations) that are to be communicated to
vendors through inclusion in the engagement documentation (i.e. the documentation
which is to be transmitted to a vendor immediately after it has agreed to perform storm
restoration work for the Company), an asterisk (*) is placed in front of each applicable
term. Additional specific guidance or reinforcement may be contained in individual
policy statements. ]

I. Contracting and Vendor Engagement, Travel and Work Policies

A. Contracting policy — The Company will (for damage assessment, line clearing and
repair work) make good-faith efforts to contract and establish major terms and
conditions with independent vendors who have non-embedded crews. Where
applicable, the terms and conditions should reflect the procedures, policies and
expectations outlined under I. A through I. An embedded crew provides storm
restoration services and also performs similar or additional types of services for
the Company in non-storm-restoration (non-emergency) conditions on a year-
round basis. A non-embedded crew does not provide similar or additional types of
services for the Company in non-storm-restoration (non-emergency) conditions
on a year-round basis.

B. *Billing Start Point Policy - The Company will establish a policy that vendor
billing should begin at the point in time the crew mobilizes after acquisition. The
term “mobilize” does not include the time or activity associated with crew
members traveling to the point of travel departure, but may include reasonable
and prudent time and activities associated with stocking supplies and making
vehicles ready to travel. Any exceptions to this requirement will be documented.

C. *Travel Time Billing Policy - The Company will establish a policy and use its best
efforts to ensure that contracts with vendors include terms and conditions
designed to limit compensation for travel time to actual time traveled, with no
minimum hours, and to require documentation of any exceptions to the policy and
the reason therefor. For safety, timing, and logistics purposes, Company will
request an electronic version of the proposed route that will be taken.
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D. *Pace of Travel Guidance Policy - The Company will establish a policy for
invoice review and storm documentation purposes that it expects distribution
vendor crews that bill for 12 hours or more hours of travel in a day to travel 500
miles per day and it will require explanations sufficient to explain the degree of
divergence from the expected travel distance.

E. *GPS Tracking Capability Policy - The Company will establish a policy that GPS
tracking of vendor crews using ARCOS or a similar application will be required
of vendor crews where reasonably practicable and GPS tracking will be utilized to
the maximum extent possible. The mandatory nature of this requirement will be
communicated in the engagement documentation. Any exceptions to this
requirement will be documented.

F. *dnti-poaching Policy - The Company declares that, on an informed basis, it does
not, and will not, “poach” vendors and vendor crews who are committed to
another utility or are part of another utility’s mutual aid allocation without the
consent of other utility. The Company will use its best efforts to communicate
with Florida utilities regarding the engagement and the release of vendors. The
standardized engagement documentation will communicate that the Company
expects that vendors will communicate honestly with other utilities about any
prior engagement to provide assistance to decrease the opportunity for
“poaching.”

G. *Daily Timesheet Review and Documentation Policy - The Company will require,
review, verify, and approve the daily time sheets for all applicable vendor crews
(i.e. other than those of an investor-owned utility (“IOU”) allocated through a
mutual assistance organization) and will maintain documentation of the
Company’s approval and any exceptions noted by the Company. Electronic
interfacing for time sheet review and approval will be utilized by vendors where
reasonably practicable, and a spreadsheet template will be made available to all
contractors to facilitate consistent application to the maximum extent possible.

H. *16 Hour Work/8 Hour Rest Policy- The Company will establish a policy (and
use its best efforts to ensure that contracts with vendors include necessary terms
and conditions) to limit work time to 16 hours on, with 8 hours of rest, with no
minimum hours, including the avoidance of double-time billing through efficient
management of prior day’s work time and/or current day’s end of rest time/start
time. The Company will document any exceptions if it is unable to include such
provisions in its contract (in accordance with I.A.), and the reasons therefor. The
Company will also document exceptions to the policy, if any, in the
implementation of the policy, and the reasons therefor. The expectations in this
policy will be communicated in the engagement documentation provided to all
vendors.

1. *Meal and Fuel Policy — The Company will establish a policy for all vendors that
all meals and fueling after vendor crews are on-boarded will occur at or be
provided by the base camp; exception to this policy should rare and all exceptions
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must be documented. Any authorized exceptions where meals are eaten off-site
meals will not be reimbursed if they exceed a reasonable and customary amount.
This Company policy will also include an expectation that no vendor crews will
eat sit down meals outside the base camp or will purchase fuel off-site during
working hours. The Company will establish a policy that vendor crews receiving
meal stipends are expected to eat or receive all meals at or by the base camp once
on-boarded. Time related to any unauthorized meals will not be paid. A sit-down
meal is defined as a meal served in a restaurant where the crew park and leave
their vehicles, enter the restaurant and sit down for a meal served by a server, and
the meal is eaten inside the restaurant. The policies in LI will be communicated to
all vendors through the standard engagement documentation and, where possible,
spelled out in the terms and conditions.

J. Mutal Assistance Group Advocacy Commitments. The Company will use
reasonable best efforts to recommend to Southeastern Electric Exchange ("SEE")
and/or Edison Electric Institute ("EEI") and advocate for/achieve changes to
mutual aid IOU and vendor policies that are inconsistent with the receiving
utility's company policies. In discussions with SEE and/or EEI, the Company will
encourage SEE to establish policies to eliminate billing for management double-
time and mandatory meal stipends, and to establish standardized meal policies
(reasonable per diem, if any). The Company will update the consumer parties
annually in writing as to the status of this item.

11. Cost Documentation, Auditing and Regulatory Recovery Process

A. Storm Cost Documentation. The Company will provide, for each named tropical
storm, supporting documentation which includes binders (files) segregated by vendor
with summaries and invoices, time sheets, etc., as follows:

 Summary identifying vendor, any reference number associated with discreet
vendor crews, billing and point of origin location, distance to travel, assumed
trave] days, dates secured, date started travel, date arrived, date released, time
released, released to whom and, if vendor travels home, the date arrived at
home.

+ Contractor review showing the results of the Company's internal review that
contains the detail listed on a Storm Audit Narrative, including all exceptions
documented pursuant to LA. through 1.

« Summary of expenses in a format that shows total billing (all invoices are
listed separately).

+ Filings will be very similar in organization, showing cost by storm and by
cost category, including but not limited to Regular Payroll, Overtime Payroll,
Payroll Overheads, Contractors Cost for line restoration, Line Clearing
Contractor costs, Logistics, Materials & Supplies, Other.
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The Company will provide the information outlined above in a format that
comports with the Company's record keeping and accounting practices on the
timeline discussed below. Testimony will be filed after any required
independent audit is concluded.

B. Initial Audit Required. The Company will engage an independent outside audit
firm to conduct an audit of the Company's presentation of recoverable costs of the
first named-storm for which claimed damages exceed at least 50% of its full
authorized storm reserve amount or $40 million, whichever is greater. The
purpose, scope and activities of this audit will include, at a minimum, the
following:

(1) Audit Purpose and Scope

(a) The purpose of the audit is to validate that any and all storm costs paid
were allowable, legitimate, accurate, incurred within the appropriate time
period, adequately and completely supported, and properly approved,
ensuring that only actual and approved storm costs are recovered in
customer rates.

(b) The scope of the audit should be sufficient to enable the auditor to
evaluate the adequacy and effectiveness of the Company's internal
controls (or processes) governing the vendor procurement process,
including (1) complete rate agreement, (2) invoice/billing payment review
process, and (3) the approval/denial/resolution process, including but not
limited to, the Company's payment approval logic for reasonableness,
allowability and compliance with contract terms.

(2) Audit Activities should include:

(a)Interviews with key personnel
(b) Review of operating policies and procedures

(c¢) Review of relevant documents, such as executed contracts, labor and
equipment rates, established work day hours, over time and double time
criteria, and vendor employee rosters

(d) Comparisons between vendor employee rosters and approved
timesheets, and expense receipts (hotel, fuel or meal)

(e) Inspection and comparison of paid invoices to submitted expense
receipts, submitted timesheets

(f) Recalculation and reconciliation of paid invoices
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(g) Reconciliation of paid invoices with overall vendor invoice summaries
or utility expense recap documents

C. Provision of Supporting Documentation. All supporting documentation
referenced under II. A will be provided to Interveners in response to an agreed,
standardized discovery request shortly after the tiling of testimony.

D. Cost recovery for initial process implementation. For the first qualifying storm
described under II. B, the Consumer Parties will not object to and will support the
Company recovering the start-up costs for the new procedures required under
these processes (e.g. audit costs, base rate payroll for employees needed to
implement the process). »

E. Incremental cost methodology. The Company will provide in its testimony full
details as to how incremental and non-incremental costs were determined in
accordance with the Incremental Cost Methodology Addendum below and Rule
25-6.0143, F.A.C. The Consumer Parties agree that the methodology explained
below is a reasonable approach to identifying incremental storm costs as that
concept is used in the rule.

Incremental Cost Methodology Addendum

e Base Payroll:
> Affiliate employees: Charge time to the storm reserve charge codes. Then
remove the difference between the actual and the 3-year historical average
Affiliate base payroll dollars charged to 10U total Operation and Maintenance
expense ("O&M") for the month(s) of the activities directly related to the
storm in the absence of a storm. This is the non-incremental portion.

» 10U employees in Transmission and Distribution ("T & D"): Charge all time
to the storm reserve charge codes. For each T & D function, remove the
difference between the actual and the 3-year historical average functional
O&M base payroll dollars for the month(s) of the activities directly related to
the storm in the absence of a storm. This is the non-incremental portion.

» I0OU employees not in T & D and not clause recoverable: Charge all base
payroll time to normal charge codes as non-incremental.

» I0U employees who are clause recoverable: Charge all base payroll time to
the storm reserve charge codes. This amount is incremental and recoverable.
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» The costs attributed to the new processes agreed to by the parties will be
treated the same as the "IOU employees who are clause recoverable" bullet
above for the first storm these processes are in place, and thereafter will be
treated the same as the "IOU employees not in T&D and not clause
recoverable" bullet above.

* Overtime (OT):

» All JIOU and Affiliate employees on storm duty charge OT to storm
reserve charge codes.

» Remove the difference between the actual and the 3-year historical
average total IOU OT (including Affiliate OT charged to the 10U) for the
month(s) of the activities directly related to the storm in the absence of a
storm. This is the non-incremental portion.

* Burdens:

> Labor burdens follow base and OT payroll charge codes. Follow the same
procedures as base and OT payroll above.

+ Exempt Supplemental Compensation (ESC):

» All ESC associated with storm duty tor employees who are eligible for
overtime is charged to the storm reserve charge codes and is incremental
recoverable.

o T & D Non-Vegetation Management Contractor Costs:

» Non-native contractors: Charge all invoices to storm reserve charge codes

as incremental recoverable.

» Native contractors: Charge all time to storm reserve charge codes. For
each T & D function, remove the difference between the actual and the 3-
year historical average native contractor O&M costs for the month(s) of
the activities directly related to the storm plus the month(s) following the
storm in the absence of a storm. This is the non-incremental portion.

* T & D Vegetation Management Costs:
> Charge all native and non-native vegetation contractor costs to the storm

reserve charge codes.

> For each T & D function, remove the difference between the actual and
the 3-year historical average of vegetation management costs for the
month(s) of the activities directly related to the storm plus the month(s)
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following the storm in the absence of a storm. This is the non-incremental
portion.

e Capitalized Costs:

» Use a combined simple average of hourly foreign and native contractor
costs to determine amounts to capitalize to plant, property and equipment
along with the materials and other cost of equipment.

» 10Us will be authorized to defer the depreciation expense impact on 40%
of the total capitalized amount as a regulatory asset until the next rate case
or settlement, and then will amortize and recover said regulatory asset
over a 4 year period.

e Notes:

The term "IOU" (investor owned utility) is the same as Company and is used

here to distinguish the operating regulated company from any affiliate.

To the extent that the three-year period referenced above in this Addendum
includes a rate case or settlement test period, the approved rate case or
settlement test period data for that year will be used in lieu of the actuals for
that year that would otherwise be used in setting the 3-year average, and the
other two years will be based on the actual results for those years.

The Company will include workpapers and journal entries that support the
above calculations as part of its data request responses.
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Exhibit B

Revised Tariff Sheets

(Legislative and Clean)
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