FILED 10/20/2022
DOCUMENT NO. 09661-2022
FPSC - COMMISSION CLERK

State of Florida
5 Public Service Commission

CAPITAL CIRCLE OFFICE CENTER @ 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

-M-E-M-O-R-A-N-D-U-M-

DATE: October 20, 2022
TO: Office of Commission Clerk (Teitzman)

FROM: Division of Accounting and Finance (D. Buys, Cordell, Higgins, Mouring) AZ4
Division of Economics (Draper) /¢
Office of the General Counsel (Brownless) J§7

RE: Docket No. 20220165-EI — Petition for limited proceeding to approve refund and
rate reduction resulting from implementation of Inflation Reduction Act, by
Florida Power & Light Company.

AGENDA: 11/01/22 — Regular Agenda — Tariff Filing — Interested Persons May Participate
COMMISSIONERS ASSIGNED: All Cemaissioness

oy I"/u/u..-
PREHEARING OFFICER: Graham

CRITICAL DATES: Tariff 60-Day Suspension Date 11/22/22
2021 Settlement Agreement Date 11/14/22

SPECIAL INSTRUCTIONS: None

Case Background

Florida Power & Light Company (FPL or Company) is an investor-owned utility providing
electric service to approximately 5.8 million customers in Florida. On September 23, 2022, FPL
filed a petition requesting Commission approval of a refund and rate reduction resulting from the
Inflation Reduction Act (IRA or Tax Reform) that was signed into law on August 16, 2022. The
Company’s request is being made pursuant to Paragraph 13 of the 2021 Settlement that was
approved on December 2, 2021, in Docket No. 20210015-EL" Paragraph 13 of the 2021
Settlement requires, in part, that the impacts of any tax reform on base revenue requirements be

" Order No. PSC-2021-0446-S-El, issued December 2, 2021, in Docket No. 20210015-El, Petition for rate increase
by Florida Power & Light Company; and Order No. PSC-2021-0446A-S-El, issued December 9, 2021, in Docket
No. 20210015-El, Petition for rate increase by Florida Power & Light Company.
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adjusted for retail customers within 90 days of when the tax reform becomes law. The
Commission has jurisdiction over this matter pursuant to Sections 366.05 and 366.06, Florida
Statutes (F.S.).
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Discussion of Issues

Issue 1: Should the Commission approve FPL's calculation of the tax savings associated with
the IRA for 2022?

Recommendation: Yes. The Commission should approve FPL’s calculations for the net tax
savings of $25,043,705 for 2022 resulting from the Company’s election to use PTCs instead of
ITCs as allowed by the IRA. (D. Buys, Mouring)

Staff Analysis: Effective January 1, 2022, the IRA expanded federal income tax benefits for
renewable energy by allowing owners of solar projects which begin construction before 2025 the
option to elect to receive Production Tax Credits (PTCs) instead of Investment Tax Credits
(ITCs). FPL has elected to use PTCs instead of ITCs because it provides a greater tax benefit and
customer savings. The application of PTCs to FPL’s six rate base solar facilities results in a tax
savings of $31,195,561. In comparison, the amortization of ITCs is $1,773,277 per year. The
ITC amortization, and a $3,155,569 adjustment to account for the impact to the capital structure
due to a net decrease of unamortized ITCs and accumulated deferred income taxes (ADITs), is
deducted from the PTC balance. In addition, State income tax expense increased by $1,223,010
due to the removal of the ITCs and is also offset against PTC tax savings. In total, the net change
in FPL’s jurisdictional adjusted base revenue requirement is a reduction of $25,043,705.% Staff
reviewed FPL’s calculations in the direct testimony of Ina P. Laney filed on September 23, 2022,
in the instant docket, and believes they are reasonable and appropriate. FPL’s calculations are
summarized in Table 1-1. Based on the aforementioned, staff recommends the Commission
approve FPL’s calculations of net tax savings of $25,043,705 for 2022 resulting from the
Company’s election to use PTCs instead of ITCs as allowed by the IRA.

Table 1-1
Calculation of PTC impact on 2022 Revenue Requirement
Production Tax Credits $31,195,561
ITC Amortization Removal (1,773,277)
State Income Tax Expense (1,223,010)
ITC Capital Structure Impact (3,155,569)
Net Reduction in 2022 Revenue Requirement $25,043,705

Source: DN 07679-2022.

2Document No. 07679-2022, Exhibit IPL-5, page 1 of 1, Line 5.
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Issue 2: Should the Commission approve FPL’s request to flow back to customers the full
2022 tax reform impact through a one-time reduction to its Capacity Cost Recovery Clause
(CCR) factors in January 2023?

Recommendation: Yes. Staff recommends the Commission approve a refund of $25,043,705
in January 2023 through a one-time reduction to FPL’s CCR factors. (Cordell)

Staff Analysis: As discussed in Issue 1, FPL’s application of PTCs has reduced its 2022
jurisdictional adjusted revenue requirement by $25,043,705. Paragraph 13(a) of the 2021
Settlement states: “[a]ny effects of tax reform on the retail revenue requirements (but no earlier
than January 1, 2022) through the date of the base rate adjustment shall be flowed back to, or
collected from, customers through the [CCR] Clause on the same basis as used in any base rate
adjustment.”

The impact of this refund on the capacity cost portion of a 1,000 kilowatt-hour (kWh) residential
bill for January 2023 will be a credit of $0.75 on the 1,000 kWh residential bill. The Company
believes applying the entire 2022 refund to a single month, with a commensurate one-month rate
impact, will provide a more noticeable reduction to customers’ bills than spreading the refund
over a full twelve months. After January, or from February through December 2023, the
proposed residential capacity charge will be $2.12 per 1,000 kWh.* Staff has reviewed the
Company’s calculation of the net tax savings from the effective date of the IRA, through the base
rate adjustment, and recommends the Commission approve a refund of $25,043,705 in January
2023 through a one-time reduction to FPL’s CCR factors.

30rder No. PSC-2021-0446-S-EI, issued December 2, 2021, in Docket No. 20210015-El, Petition for rate increase
by Florida Power & Light Company; and Order No. PSC-2021-0446A-S-El, issued December 9, 2021, in Docket
No. 20210015-El, Petition for rate increase by Florida Power & Light Company.

4 Proposed in Docket No. 20220001-EI.
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Issue 3: Should the Commission approve FPL's calculation of the projected tax savings
associated with the IRA for 2023?

Recommendation: Yes. The Commission should approve FPL’s calculations of net tax
savings of $69,743,460 for 2023 resulting from the Company’s election to use PTCs instead of
ITCs as allowed by the IRA. (D. Buys, Mouring)

Staff Analysis: As discussed in Issue 1, FPL has selected the option to receive PTCs instead
of ITCs as allowed by the IRA. The application of PTCs to FPL’s ten solar facilities results in a
tax savings of $82,432,142, which is offset by a reduction to the ITC amortization balance of
$12,688,682, for a net tax savings of $69,743,460. The incremental change in 2023 jurisdictional
adjusted base revenue requirement is a reduction of $44,699,755, in addition to the 2022 net tax
savings of $25,043,705, for a total reduction in base revenue requirement of $69,743,460.> FPL
will not finalize its 2023 Forecast Earnings Surveillance Report until early 2023, and
consequently, did not take into account the impacts to the capital structure which would likely
decrease the 2023 tax savings. FPL did not include the 2023 State income tax impact which may
also slightly decrease the tax savings similar to its effect on the 2022 calculation. The projected
change in FPL’s base revenue requirements is comprised of a $82.4 million reduction due to
lower operating income tax expense resulting from the inclusion of PTCs associated with the
Company’s base rate solar plants, offset by a $12.7 million increase due to the removal of ITC
amortization associated with the 2022 and 2023 solar plants. FPL’s calculations are summarized
in Table 3-1. Staff reviewed FPL’s calculations in the direct testimony of Ina P. Laney filed on
September 23, 2022, in the instant docket, and believe they are reasonable and appropriate.
Based on the aforementioned, staff recommends the Commission approve FPL’s calculations of
net tax savings of $69,743,460 for 2023 resulting from the Company’s election to use PTCs
instead of ITCs as allowed by the IRA.

Table 3-1
Calculation of PTC impact on 2023 Revenue Requirement
Production Tax Credits $82,432,142
ITC Amortization Removal (12,688,682)
Net Reduction in 2023 Revenue Requirement $69,743,460
Decrease in 2022 Revenue Requirement (25.043.705)
Incremental Reduction in 2023 Revenue Requirement $44,699.755

Source: DN 07679-2022.

SDocument No. 07679-2022, Exhibit IPL-6, page 1 of 1, Line 3.
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Issue 4: Should the Commission approve FPL's request to flow back to customers the
projected 2023 tax savings through a reduction to base rates beginning January 1, 2023?

Recommendation: Yes. The Commission should approve FPL’s request to flow back to

customers the projected net $69,743,460 tax savings through a reduction to base rates beginning
January 1, 2023. (D. Buys, Mouring)

Staff Analysis: As discussed in Issue 3, the Company’s election to utilize PTCs instead of
ITCs under the IRA has resulted in a projected net tax savings of approximately $69.7 million.
Under the provisions of Paragraph 13 of the 2021 Settlement, the Company is required to
quantify the impacts of federal or state tax reform on its jurisdictional base revenue requirement
as projected in its Forecast Earnings Surveillance Report and adjust its jurisdictional base
revenue requirement through a uniform percentage decrease or increase to customer, demand,
and energy base rates for all retail customer classes. Staff has reviewed the Company’s
calculation of the projected net tax savings associated with the IRA and the proposed method to
flow back those tax savings to customers and recommends that the proposed permanent
reduction in jurisdictional base rates is consistent with the terms of the 2021 Settlement and
should be approved.
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Issue 5: Should the Commission approve FPL’s revised tariffs to implement the IRA base
revenue decrease effective January 20237

Recommendation: Yes. The Commission should approve FPL’s revised tariffs to implement
the IRA base revenue decrease effective January 2023. The revised tariffs are shown in
Attachment A to the recommendation. (Draper)

Staff Analysis: FPL’s petition includes the proposed tariff sheets (Exhibit D to the petition)
and the calculation of the IRA adjustment factor of (0.775) percent (Exhibit C to the petition).
The IRA adjustment factor was calculated by dividing the $69.7 million reduction in the 2023
base revenue requirement by the 2023 projected retail base revenue sales of electricity ($8,999.9
million). The IRA adjustment factor was applied to the base rates for all rate classes (Exhibit C
to the petition, Part 2).

In Order No. PSC-2021-0446-S-El, the Commission approved an increase of $560 million in
FPL’s base rates effective January 2023. This Commission-approved increase is also reflected in
the revised tariffs, as both the approved $560 million base rate increase and the proposed IRA
base revenue decrease are effective January 2023.

A residential customer who uses 1,000 kWh per month currently pays $75.82 on the base rate
portion of their monthly bill. Without the IRA adjustment, the base rate portion on the 1,000
kWh residential bill would be $80.73 effective January 2023. As a result of the IRA adjustment,
the base rate portion of the 1,000 kWh residential bill will be $80.11 effective January 2023, an
increase of $4.29 from the current $75.82.

Staff has reviewed FPL’s tariff sheets and supporting documentation. The calculations are
accurate. The Commission should approve FPL’s revised tariffs to implement the IRA base
revenue decrease effective January 2023. The revised tariffs are shown in Attachment A to the
recommendation.
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Issue 6: Should this docket be closed?

Recommendation: Yes. At the conclusion of the protest period, if no protest is filed this
docket should be closed upon the issuance of a consummating order. If a protest is filed within
21 days of the issuance of the order, the tariffs should remain in effect, subject to adjustment,
pending the resolution of the protest. (Brownless)

Staff Analysis: At the conclusion of the protest period, if no protest is filed this docket should
be closed upon the issuance of a consummating order. If a protest is filed within 21 days of the
issuance of the order, the tariffs should remain in effect, subject to adjustment, pending the
resolution of the protest.
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currentbilling period.

(Continuedon Sheet 8 .123)

Issued by: Tiffany Cohen, ExecutiveDirector, Rate Development & Strategy
Effective:
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Fifteenth Revised Sheet No. 8.203
FLORIDAPOWER & LIGHT COMPANY Cancels Fourteenth Revised Sheet No. 8.203

RESIDENTIAL TTME OF USE RIDER — RTR-1
(OPTTONAL)
RIDER: RTR-1

AVAILABLE:
Inallareasserved.

APPLICATION:
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{Continue on SheetNo. 8.214)

Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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All other hours.

(Continuedon SheetNo. 8321)

Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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Memorial Day, Independence Day,-and Lal;or Day. ’

Off-Peak:
All other hous.

{Continued on SheetNo. 8.426)

Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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Forty-Second Revised Sheet No.8.440
FLORIDA POWER & LIGHT COMPANY Cancels Forty-First Revised Sheet No. 8.440

CURTAILABLE SERVICE - TIME OF USE
(OPTIONAL)
(Closed Schedule)

RATE SCHEDULE: C5T-2

AVAILABLE:
In all areas served.

APPLICATION:
For any general service or industrial Customer who qualifies for Rate Schedule GSLDT-2(2000kW and above) will curtail this
Demand by 200 kW or more uponrequest of the Company from time to time, and as of Januvary 9. 2018 was taking service
pursuant to this schedule. Customers with demands of less than 2,000 kW may enter an agreement for service under this schedule
based ona Demand Charge for aminimum of 2.000 kKW,

SERVICE:

Single or three phase, 60 herte and atany available standard distribution voltage. All service required on premises by Customershall be
furnished through one meter. Resale of serviceis not permitted hereunder.

MONTHLY RATE:

Base Charge: $283.22

Demand Charges:
Base Demand Charge £13.57 per kW of Demand occumring during the On-Peak Period.
Maximum Demand Charge $0.68 per kW of Maximum Demand.

Non-Fuel Energy Charges: Upn-Peak Perjod Off-Peak Period
Base Energy Charge 2.700¢ perkWh 1.324¢ perkWh

Additional Charges:
See Billing Adjustments section, Sheet No. 8.030, for addifional applicable charges.

Minimum: The Base Charge plus the charge for the cumently effective Base Demand. For those Customers with a Demand of less than
2,000 kW who have entered an agreement for s ervice under this schedule the minimum charge shall be the Base Charge plus2 000 kW
times the Base Demand Charge; therefore the minimum charge is $27.423.22

RATING PERIODS:

On-Peak:
Nowvember | thremgh March 3 1: Mondays through Fridays during the hours from 6 a.m. EST to 10 a.m. EST and 6 p.m. EST to
10 pom, EST excluding Thanksgiving Day, Christmas Day, and New Year's Day,

April ] throueh Getober 31: Mondays throngh Fridays during the hours from 12noon EST to 9 p.m. EST exduding Memorial Day,
Independence Day, and Labor Day.

Off-Peak:
All other hours.

(Continued on SheetNo. 8.441)

Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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(Continuedon Sheet No. 8.553)

Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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(Continued on SheetNo. 8.652)

Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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(Continued on SheetNo. 8.657)

Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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Effective:
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Third Revised Sheet No. 8.736.1

FLORIDAPOWER & LIGHT COMPANY Cancels Second Revised Sheet No. 8.736.1
MONTHLY RATES FOR MAINTENANCE AND CONVERSION:
Maintenance per Fixture (FPL Owned Fixture and Pole) §1.45
Maintenance per Fixture for FPL fixtures on Customer Pole gl.16
LED Conversion Recovery §2.08
MONTHLY RATES FOR POLES USED ONLY FOR LIGHTING SYSTEM:
Standard Wood pole £5.94
Standard Conerete pole §8.14
Standard Fiberglass pole s2.61
Decorative Concrete pole £17.46
MONTHLY RATES FOR LEDFIXNTURES*:
FixtureTier
Energy
Tier Chirge 1 2 3 4 5 6 7 8 ] 10 11 12 13 14 15
A ¥ - 13.50 19.50 25.50 | 2850
B 5 020 13.70 19.70 25.70 2870
C 5 040 13.90 19.890 1580 1890
I 5 060 1410 20,10 26.10 2910
E 5 080 14.30 2030 7630 | 2930
F £ 100 1450 20,50 T6.50 | 29.50
G $ 120 470 [ 17.70 20,70 26,70 | 29.70
H 5 140 TA90 | 1790 2090 26,90 | 2990
1 3 180 1510 18.10 2110 17.10 30.10
J 5 180 1530 1830 21.30 17.30 3030
$ 2.00 1550 [ 18.50 21.50 27.50 | 3050
L 5 120 15.70 18.70 2170 70 30,70
M $ 240 1590 18.90 21.50 27.50 3050
N $ 260 te.1o [ 1900 2210 00 | 3100
o] $ 280 1630 | 19.30 3730 I830 | 3130
P % 300 1650 | 19.50 2250 2850 | 31.50
Q £ 320 T6.70 | 19.70 22.70 2870 | 31.70
R 5 340 16.90 | 19.90 22.90 2890 | 3150
s 5 3460 17.10 [ 20010 2310 7910 | 3210
T $ 3.0 1730 [ 2030 2330 2230 | 3230
U 5 4.00 17.50 20.50 23.50 2950 3250
v $ 420 17.70 20.70 23.70 29.70 3270
W 5 440 17.90 2090 23.90 1990 3290
X 3 4.60 18.10 2110 24.10 30.10 3310
Y 3 4.80 1830 2130 2430 3030 3330
z $ 5.00 1850 | 21.50 24.50 3050 | 3350
AA 5 5.20 1870 | 21.70 24.70 30,70 | 33.70
BB $ 540 [ 690 990 | 1290 | 1590 | 1890 | 21.90 24.90 2790 3090 | 3390
ce $ 560 [ 710 1010 | 1310 | 1600 [ 1200 | 2210 25.10 28,10 3110 | 3410
DD s 5.80 | 7.30 T0.30 | 1330 | 16.30 | 1930 | 22.30 2530 T530 3130 | 3430
EE s 600 [ 7.50 10.50 | 1350 [ 1650 | 19350 [ 2250 25.50 2850 3150 | 3450
* Catalog of available fixtures and the assigned billing tier for each can be viewed at www F
The non-fiuelenergy charge is 3 410¢ per K'Wh: where the kWh iz caleulated as (wattage x 333 3 hours per month)/ 1000

Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
Effective:
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Issued by: Tiffany Cohen, Executive Director, Rate Development & Strategy
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MONTHLY RATES - CUSTOMER OWNED WITH RELAMPING SERVICE AGREEMENT:

Initial
Lamp
Rating
(Lumen)

8800
16000
20000
25000
46000

125000

Hich P Sodjum V.
Lamp Line Est.  Relamping
Wattage Wattage kWh Charge
A%
100 120 41 $0.80
150 197 68 $0.82
200 233 80 $0.81
250 292 100 $0.82
400 477 164 $0.81
1000 1105 379 $1.08

Energy
Charge

$1.40
$2.32
$2.73
$3.41
$5.60
$12.93

Total
Charge

$2.20
$3.14
$3.54
$4.23
$6.41
$14.01

Attachment A
Page 55 of 64

Issued by: Tiffany Cohen, ExecutiveDirector, Rate Development & Strategy

Effective:
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