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Utilities, Inc. of Florida 
200 Weathersfield A venue 
Altamonte Springs, Florida 32714-4027 
pcflynn@uiwater.com 
jdeason@uiwater.com 
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Stephanie Morse 
Office of Public Counsel 
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111 W. Madison Street, Room 812 
Tallahassee FL 32399-1400 
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morse. stephanie@leg.state.fl.us 

Isl Walt Trierweiler 
WALT TRIER WEILER 
Senior Attorney, Office of the General Counsel 
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2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 
(850) 413-6199 
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	STAFF'S FIRST SET OF INTERROGATORIES TO
	OFFICE OF PUBLIC COUNSEL (NOS. 1 - 13)
	DEFINITIONS
	INTERROGATORIES
	1. Please refer to witness Radigan’s direct testimony, Exhibit FWR-2 and FWR-3. For each project listed, explain in detail why OPC is proposing to exclude the project. As part of your response, please cite any source documents relied upon to support y...
	2. Please refer to page 9, lines 3 – 5 of witness Garrett’s direct testimony. Please elaborate and explain who are the “thousands of experts” mentioned by witness Garrett in the sentence?
	3. Please refer to page 10, lines 17 – 18 of witness Garrett’s direct testimony. In this sentence witness Garrett’s listed three problems regarding the Commission’s ROE Leverage Formula.
	a. Please explain why witness Garrett believes the formula does not measure the cost of equity.
	b. Please explain why witness Garrett believes there is no input to the formula to account for market risk.
	c. Please explain why witness Garrett believes there is no input to account for market risk and its effect on UIF?

	4. Please refer to page 13, lines 14 – 15 of witness Garrett’s direct testimony. Please demonstrate, or point to, the passage in the Hope decision where the court specifically stated the allowed return should be based on a utility’s actual cost of cap...
	5. Beginning on page 29, line 6, through page 31 in witness Garrett’s direct testimony, witness Garrett discussed market risk and beta measurements. Other than comparing utility company beta measurements, did witness Garrett perform any studies or ana...
	6. Please refer to page 13 of witness Garrett’s direct testimony. On the top of the page witness Garrett cites a passage from the court ruling in the Hope case. In part it states, “That return, moreover, should be sufficient to assure confidence in th...
	a. Did witness Garrett perform any analyses or conduct any studies to evaluate if his recommended ROE of 9.5 percent would affect UIF’s cash flow and credit metrics?
	b. If not, please explain why he did not.
	c. If yes, please provide copies of the studies or analyses. (See corresponding request for production of documents)

	7. Please refer to page 14 of witness Garrett’s direct testimony. Beginning on line 19, witness Garrett stated that the cost of capital should be closely tied to economic realities. Please explain witness Garrett’s understanding and belief if it is so...
	8. On page 24, beginning on line 14 of witness Garrett’s direct testimony, witness Garrett discussed risk and return concepts.
	a. Did witness Garrett perform any analyses to compare the business risk and financial risk of UIF to the companies in the proxy group?
	b. If not, please explain why he did not.
	c. If yes, please provide copies of his analyses. (See corresponding request for production of documents)

	9. On page 33, line 4 of witness Garrett’s direct testimony, witness Garrett testified that “The DCF Model used in utility rate cases is a derivation of the dividend discount model, which is used to determine the current value of an asset.”
	a. Please provide a formulaic example of the derivation of the DCF Model described therein.
	b. Please explain the statement, “The DCF Model used in utility rate cases.” Is witness Garrett stating that there is a specific derivation of the DCF Model that should be used in all utility rate cases?

	10. On page 53, lines 8 – 10 of witness Garrett’s direct testimony, witness Garrett explained he used a 30-day average of daily Treasury yield curve rates on 30-year Treasury bonds in his risk-free rate estimate of 1.51 percent.
	a. Why did witness Garrett not use the projected 30-year Treasury bond rates as published by Blue Chip Financial Forecasts in his risk-free rate estimate.
	b. Does witness Garrett agree that that projected 30-year Treasury bond rate published by Blue Chip Financial Forecasts is higher than his estimate of 1.51 percent?
	c. Does witness Garrett agree that using a risk-free rate greater than 1.51 percent would increase the result of his CAPM model, given that all other components are held constant?

	11. On page 60 of witness Garrett’s direct testimony, witness Garrett explained his implied ERP calculation. Please explain why witness Garrett chose a period of the past six years. Why not five years, ten years, or twenty years?
	12. Please refer to Exhibits DJG-6 and DJG-9 attached to witness Garrett’s direct testimony. Please explain why witness Garrett used a growth rate of 3.90 percent in his DCF model in Exhibit DJG-6 and a growth rate of 5.37 percent in his CAPM implied ...
	13. On page 78 of witness Garrett’s direct testimony, witness Garrett recommends that the Commission set the equity ratio for UIF at 45 percent and increase the long-term debt ratio to 50 percent.
	a. Has witness Garrett performed any analyses to determine the effect on UIF’s earnings and credit metrics as a result of his recommended adjustment?
	b. If the answer to question 12.a. is no, has witness Garrett considered the impact of his recommendation regarding the Hope verdict quoted in his direct testimony on page 13. That is, has witness Garrett considered if his recommended equity ratio of ...
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