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Writer’s Direct Dial Number: (850) 521-1706
Writer’s E-Mail Address: bkeating@gunster.com
September 6, 2022

BY E-PORTAL

Mr, Adam Teitzman, Clerk

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

Re: Docket No. 20220049-E1: Review of Storm Protection Plan pursuant to Rule 25-6.030,
F.A.C., Florida Public Utilities Company

Dear Mr. Teitzman:

Attached for filing in the above-referenced docket on behalf of Florida Public Utilities Company,
please find the Company’s Post Hearing Statement and Brief.

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

Sincerely,

Beth Keating

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

(850) 521-1706

cc:(Certificate of Service)
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Docket No. 20220049-E]

Rule 25-6.030 (3)

Reference Point?

(f) For each of the first three years in a ut‘il_ia’s
Storm Protection Plan, the utility must provide a
description of its proposed vegetation management
activities including:

1. The projected frequency (trim cycle);

2. The projected miles of affected
transmission and distribution overhead
facilities;

3. The estimated annual labor and equipment
costs for both utility and contractor personnel;
and

4. A description of how the vegetation
management activity will reduce outage times
and restoration costs due to extreme weather
conditions.

Hearing Exhibit 12, pages 22, 36-37, and
Appendix C

[Exhibit file 711, 726-727, 739-757]

(g) An estimate of the annual jurisdictional revenue
requirements for each year of the Storm Protection

Plan.

Hearing Exhibit 12, page 38, and Appendix

[Exhibit file 727, and 732-733]

(h) An estimate of rate impacts for each of the first
three years of the Storm Protection Plan for the
utility’s typical

industrial customers.

residential, commercial, and

Hearing Exhibit 12, pages 39-40, and Table 11

[Exhibit file 728-729]

(i) A description of any implelﬁentation
alternatives that could mitigate the resulting rate
impact for each of the first three years of the

proposed Storm Protection Plan.

Commission to consider.

(j) Any other factors the utility requests the

Hearing Exhibit 12, page 39

[Exhibit file 728]

Tlearing Exhibit 12, pages 10-12 and 21-23; |

Cutshaw (Vol. 8, TR 606-607)

[Exhibit file 699-700 and 710-712]
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Docket No. 20220049-EI

(Waruszewski, TR 1648). However, the comparison is only meaningful if the assigned monetary
quantification is realistic and meaningful. As aptly stated by Witness Cutshaw:
Mr. Mara’s view of quantifying value solely on a perceived savings compared to a
potential future storm event yields illusory results as there are no established
parameters that accurately measure avoided cost values, quantitatively or
otherwise, to residential customers, hospitals or long-term care facilities, retail
stores, etc. The Company cannot logically attempt to quantify the perceived

economical value of reduced outages or outage restoration times for each of its
30,000+ customers.

(Cutshaw, TR 1578-1579). Moreover, the SPP Rule itself does not require a dollar-for-dollar
comparison. (TR 1646; Rule 25-6.030(3)(b)).

As Witness Cutshaw further emphasized, however, there can be no doubt that
implementation of FPUC’s SPP will reduce the costs associated with storm damage, because, as
the Company learned following Hurricane Michael, it is more expensive to rebuild a system in the
aftermath of a storm than it is to protect that same system through an organized, thoughtful
approach implemented before storm damage occurs. (TR 1593).

The record fully supports that FPUC’s SPP will result in reduced outages, shorter outages,
and restoration costs. The SPP itself explains, in detail, the issue that each program is designed to
address and how the program will address that concern. (Hearing Exh. 12). Beyond that, Witness
Cutshaw provided testimony specifically detailing the actual benefits each program could be
expected to achieve, including those challenged by Witness Mara. (Cutshaw, TR 1573-1590). For
instance, Witness Cutshaw explains that FPUC replaces, and plans to continue to replace, failed
poles with a hardened standard; be it extreme wind capable for Distribution facilities, or spun
concrete for Transmission facilities. Requiring higher loading and strength factors for new

facilities as part of replacements will reduce restoration time and subsequent costs as required by
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Docket No. 20220049-El

have service restored while the issue is addressed. (TR 1607-1609). Installation of the
sectionalizing equipment will reduce the amount of time and manpower resources needed to locate
and assess an outage, which will ultimately save customers on outage time and money, and as
.Witness Mara agreed, will limit the scope of an outage event. (Hearing Exh. 12, 724-725; Mara,
TR 779). As such, implementation of these measures will most certainly “mitigate restoration
costs and outage times to utility customers,” which the Legislature has determined is in the state’s
interest. S. 366.96 (1)(e), E.S.

Witness Mara also proposed an approximate 50% reduction in FPUC’s Distribution —
Overhead Lateral Hardening Program simply on the basis that he perceives that the costs of the
program outweigh the benefits for FPUC’s customers. (Mara, TR 769-770). Witness Cutshaw
pointed out, however, that overhead laterals make up a significant part of the FPUC Distribution
system, including 575 miles of overhead single, two and three phase circuits in both urban and
rural settings. Over the period of time analyzed in developing the SPP, these facilities were
deemed responsible for approximately 65% of the Customer Minutes Interrupted (“CMI”) over
the analyzed period. (Cutshaw, TR 1583-1584). Given that these facilities comprise a large part
of the system, and are a significant source of outage time, Witness Cutshaw explained that Witness
Mara’s arbitrary reduction to the program will serve only to significantly delay the hardening of
these facilities and therefore, delay realization by FPUC’s customers of one of the key goals of the
SPP legislation - reduced outages. (TR 1584-1586).

Witness Mara also testified that the projects comprising the Transmission and Substation
Resiliency program in FPUC’s SPP are neither prudent nor necessary and add no value to the
resiliency of FPUC’s system. (Mara, TR 773-778). Witness Mara argued that the 138 kV and 69

kV line contemplated under this program provide no real storm hardening value and can be avoided

12 |Page
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Docket No. 20220049-E1

1615). The WestRock paper mill on the island currently has substantial generation capabilities
and is connected to the existing 69 kV transmission grid on Amelia Island. The interconnection
allows the mill to purchase power and sell back "as available" power to FPUC. If the existing 138
kV transmission line is impacted by a severe weather event, the enhanced interconnection with the
mill’s generating resources would provide access to additional, continuous power to provide
service to a significant part of Amelia Island. However, as it currently stands, the existing 69 kV
line that connects the mill back to the grid has not been hardened and could also be rendered
unavailable after a severe storm event, eliminating FPUC’s ability to access on-island generation
resources. Like the 138 kV line, the existing 69 kV line has been in service for many years and
lacks the conductor capacity and storm hardened structures to reliably perform as expected should
a severe storm event occur. Furthermore, the existing connection of that line to the mill is a
manually operated switch which does not provide the type of interconnection necessary to
interconnect with the firm generation capabilities that would be required to bring power back to
the island. (Cutshaw, TR 1589; Hearing Exh.89, BATES 2107-2108).

Ultimately, as it pertains to all of the issues raised by Witness Mara, his unsupported
assumptions devalue FPUC’s customers and the benefits to FPUC’s customers of reductions in the
risk of outages, length of outages, and scope of outages. While FPUC certainly acknowledges that
it is impossible to establish a dollar-for-dollar comparison of the costs and benefits of its proposed
projects, OPC’s Witness Mara, as well as Kollen, severely underestimate the value to FPUC’s
customers in both Divisions of protecting the electric system that serves them and reducing the
risk and scope of outages. (Cutshaw, TR 1578-1580). Witness Mara focuses, primarily, on the
projected cost per customer for FPUC, as compared to the other, larger utilities. (Mara, TR 764).

Likewise, Witness Kollen assumes “the estimated costs are much greater than the benefits from
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Docket No. 20220049-EI

potential savings for each utility,” while seemingly acknowledging he does not have a cost/savings
comparison for FPUC upon which to base this statement. (Kollen, TR 1048-1049). Moreover, his
statement clearly indicates he has considered only monetary savings benefits “for each utility”,
rather than the savings and benefits that inure to customers directly by virtue of reduced outages
and outage times. (TR 1048). As Witness Cutshaw noted, OPC’s perspective ignores cost savings
on the customer’s side resulting from eliminated or accelerated restoration times and suggests that,
as a smaller utility, FPUC should plan to do less to protect its system and customers from storm-
related power outages. (Cutshaw, TR 1580, 1581). This limited perspective on what constitutes
a “benefit” of FPUC’s SPP is not only contrary to the clear language and intent of the statute, but

it is also not a perspective that serves the best interest of FPUC’s ratepayers.

ISSUE 3B: To what extent does FPUC’s Storm Protection Plan prioritize areas of lower reliability
performance?

FPUC: * FPUC’s SPP prioritizes areas of lower reliability. Critical load was categorized, service
by circuit was assessed, and an Interruption Cost Estimate calculator was utilized to estimate the
cost impact of outages. Weather patterns were also evaluated, as well as the societal impact of an
electrical outage to a community.*

Argument: FPUC’s SPP clearly prioritizes areas of lower reliability. Past performance of the
system was a key input into the Resiliency Risk Model used to develop FPUC’s SPP. (Hearing
Exh. 12, 710). As further explained by Witness Cutshaw, FPUC and Pike Engineering analyzed
FPUC’s historical reliability performance, both during extreme and non-extreme weather
conditions, which provided insight into the various causes of outages impacting the FPUC system.
(Cutshaw, TR 606). Among the key programs developed as a result of this analysis is the proposed
Overhead Lateral Hardening Program, which addresses facilities that not only make up a

significant portion of FPUC’s distribution system, but also account for approximately 65% of the
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Docket No. 20220049-EI

focus on identifying investments that would “strengthen electric infrastructure” and thus “reduce
outage times and restoration costs” associated with extreme weather events, the algorithm was
biased towards the Impact category. (Hearing Exh. 91, BATES 2137) As such, full consideration
of these factors has been given in the development of FPUC’s SPP, and in FPUC’s estimation, its
SPP is feasible, reasonable, and practical in all areas of the Company’s service territory in which

projects are proposed.

As noted above under Issue 2B, OPC’s witness Mara did suggest that one of FPUC’s
proposed projects, the 138 kV transmission line, is not prudent, and his arguments suggest that, at
least in part, Witness Mara believes the proposed route of the transmission line is either not feasible
or impractical based upon the length on the proposed line and the underwater nature of the
proposed submarine cable. (Mara, TR 774-775). FPUC’s Witness Cutshaw did agree that the
length of the proposed line is not “optimal,” but he explained that the route is nonetheless
important, because it provides an alternate access point to a different segment of FPL’s
transmission system, which is FPUC’s power supplier. (Cutshaw, TR 1586). Witness Cutshaw
further emphasized that reliance upon the existing dual circuit transmission line, its support
facilities, and “good maintenance practices,” as suggested by Witness Mara, is not without risk.
(Mara, TR 774). By way of example, Witness Cutshaw noted the demise of a similar transmission
line on similar structures crossing the Mississippi River in New Orleans. In that similar situation,
replacement of the line had been delayed because it had been deemed “robustly engineered” and
had already survived Hurricane Katrina. However, it did not survive Hurricane Ida, leaving
thousands of Entergy customers without power for weeks. (Cutshaw, TR 1586-1588). Similarly,
in the event that FPUC’s existing transmission line across Amelia Island does go down, all of the

customers on Amelia Island will be without power for weeks and the cost to restore service to the
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Docket No. 20220049-E1

nor the SPP Rule requires that the utility demonstrate that the monetary benefits associated with

its SPP outweigh the costs of implementing the projects contemplated under the SPP.

ISSUE 6B: What is the estimated annual rate impact resulting from implementation of FPUC’s
Storm Protection Plan during the first 3 years addressed in the plan?

FPUC: *The estimated annual rate impact, inclusive of amounts recovered through base rates,
which will be removed for purposes of the cost recovery proceeding in Docket No. 20220010, are:

Estimated Rate Impact per 1,000 20234 2024° 2025
KWH residential customer

Total SPP Estimate $6.36 $6.36 $15.21
Typical Commercial bill Increase% 5.32% 5.30% 12.72%
Typical Industrial bill Increase% 2.08% 2.07% 5.06%

Argument: Here, again, the witnesses on behalf of the OPC argued that FPUC’s SPP is too
expensive and results in a per customer rate impact that is problematic, particularly in the current
economic environment. (Mara, TR 763-765; Kollen, TR 1050). This analysis is wrong for two
key reasons: 1) it necessitates a lesser level of service for customers of smaller utilities; and 2) it

fails to consider investment based on overhead miles and FPUC’s service territory.

To be clear at the outset, FPUC has not disputed OPC’s assessment of the economy‘or the
monetary rate impact to its customers’ bills. FPUC has in fact recognized the potential financial
impacts by intentionally delaying certain projects and associated costs until after the Hurricane
Michael surcharge terminates at the end of 2025, though not required to do so by the statute or

SPP Rule.® (Cutshaw, TR 1582). However, while the Company plans to delay certain projects,

4 Based on Hearing Exh. 89, BATES 2103.

S 1d.

¢ FPUC notes for clarification that, while consideration of the rate impact in the broader context of the economy would
arguably be within the Commission’s discretion when reviewing FPUC’s SPP under S. 366.96(4)(c & d), analysis of
the state of the economy is not a required component in the development of the SPP itself.
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they are necessary to harden the system and cannot be postponed indefinitely. As for OPC’s
introduction of recent purchased power cost increases and FPUC’s approved mid-course

correction, FPUC suggests that OPC’s suggestion in raising the issue is a red herring and an issue

outside the scope of the SPP Rule.

With that said, the analysis of OPC’s witnesses, which suggests that the Commission reject
aspects of FPUC’s SPP, and reduce others, simply by virtue of a per customer cost comparison
across utilities, devalues not only the benefits associated with FPUC’s SPP, but FPUC’s customers
as well. As described by Witness Cutshaw, when two utilities take on the same project with the
same cost, the larger utility is able to spread the costs over a larger pool of customers, resulting in
the project appearing less expensive on a per customer basis for the larger utility than it is for the
smaller utility, even though customers on both systems receive benefits from the project.
(Cutshaw, TR 1580-1581). In a hypothetical scenario where benefits could be quantified in the
same manner as costs, a comparison of customer rate impacts across utilities might make sense.
Here, however, as argued in previous sections herein, the benefits cannot be entirely, or adequately,
quantified in the same way as the projected costs for a project. (TR 1579) Thus, in order to make
OPC’s analysis work, one must either ignore the qualitative and quantitative benefits that will be
derived by customers, or, conversely, assume that all comparisons of customer benefits are logical,
even when the comparison is between a customer in a 3,800 ft., solar-equipped house in
Clearwater and a customer on medically-essential service in Two Egg. While the readily apparent

benefit of reduced outages is the same for each customer, the value of the benefit for each is not.

As Witness Cutshaw further argued, OPC’s witnesses seem to suggest that FPUC, as a
smaller utility, should do less to protect its system and customers from storm-related power

outages, because the costs will need to be allocated across a smaller and more rural customer base,
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Docket No. 20220049-E1

which, carried to its logical outcome, means that reliability and storm hardening are goals more
appropriate for larger utilities serving urban populations. (Cutshaw, TR 1581-1582). To the

contrary, as stated by FPUC Witness Waruszewski, the Commission should:

recognize that each utility operates in its own unique service area and has different
operational needs. For example, FPUC’s service territory and customer base is much
smaller and more rural than the other utilities in this proceeding. Thus, FPUC has
unique needs not experienced by the other utilities. While Section 366.96(4), Fla.
Stat. provides the four items for the Commission to consider when evaluating the
storm protection plan, the Commission should have the discretion of how this applies
to each utility and avoid a one size fits all approach.

(Waruszewski, TR 1632, 1651).

As witness Cutshaw further highlighted, OPC’s Witness Mara ignores that fact that, when
comparing the total 10-year investment against total system overhead miles, FPUC’s costs are
comparable to those of the other Florida investor-owned utilities (“IOUs”).” FPUC’s projected
costs are even below the average of the other Florida IOUs when comparing 10-year investment
costs in feeder and lateral hardening programs against the total system overhead miles or square
miles of service territory. (Cutshaw, TR 1581). Thus, Witness Cutshaw argued that consideration
should also be given to normalizing investments based on required facilities to serve and an
analysis that accounts for discrepancies in the capital utility investments required in an urban
setting versus a rural setting. (TR 1581). In other words, OPC’s comparisons of costs across

utilities on a per customer basis does not yield an “apples to apples” comparison.
ISSUE 7: Withdrawn.

ISSUE 8: Withdrawn.

7 1t should also be noted here that the costs, as reflected in Issue 5B, are inclusive of all amounts, including those
currently being recovered through base rates, which will be removed for purposes of cost recovery through the cost
recovery clause. Thus, likewise, the bill impacts reflected here include amounts that will ultimately be removed for
cost recovery purposes. (Hearing Exh. 87, BATES 2087; Hearing Exh. 90, BATES 2124-2127).
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Docket No. 20220049-EI

Commission determine that FPUC’s SPP, as proposed, is in the public interest, consistent with

Section 366.96 (5), Florida Statutes.

ISSUE 11B: Should this docket be closed? FPUC: *Yes.*

I11. Conclusion

FPUC, working with Pike Engineering, developed an SPP that employs a systematic
approach to achieve the objectives of reducing restoration costs and outage times associated with
extreme weather events and enhancing reliability. FPUC’s SPP is designed to address the unique
challenges presented by it Northeast and Northwest divisions, as well as the fact that FPUC is a
non-generating utility. FPUC has also taken additional steps to delay significant rate impacts until
the Hurricane Michael surcharge terminates. Moreover, FPUC’s SPP has been developed utilizing
a model that considers societal impacts, as well as risks to the system and probability of damage.
While there are certainly costs that will be incurred under the SPP, the benefits that will be derived
from the proposed projects will be significant and valuable to both the utility and FPUC’s
ratepayers. Increased reliability, reduced outages, reduced restoration costs are direct benefits to
FPUC’s customers that can be achieved through implementation of FPUC’s SPP. FPUC’s
proposed SPP meets the goals of the statute, contains the requirements outlined in the SPP Rule,
and is designed to meet the needs of FPUC’s system and its ratepayers. As such, the Company

respectfully requests that the Commission approve FPUC’s 2022-2031 SPP as filed.
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