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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for Rate Increase by Docket No. 20240025-E1
Duke Energy Florida, LLC
Filed: February 29, 2024

DUKE ENERGY FLORIDA’S RESPONSE IN OPPOSITION
TO OFFICE OF PUBLIC COUNSEL’S LETTER IN RESPONSE TO
DUKE ENERGY’S TEST YEAR NOTIFICATION LETTER

Pursuant to Rule 28-106.204(1), F.A.C., Duke Energy Florida, LLC (“DEF” or the
“Company’’) hereby files this Response in Opposition to the Office of Public Counsel’s (“OPC”)

Letter in Response to DEF’s Test Year Notification Letter.

First, OPC’s “Letter” 1s actually an improperly denoted Motion. As the Commission’s
rules provide “[a/ll requests for relief shall be made by motion.” Rule 28-106.204(1), F.A.C.
(emphasis supplied). OPC’s letter in the opening paragraph at page 4 “requests that the
Commission reject the request for the second and third test years,” and other relief. Because OPC
requested Commission relief by letter rather than by Motion as required by the Commission Rule,

the Commission must deny the requested relief.

Second, the relief requested in OPC’s Letter/Motion should be denied because OPC
misconstrues the purpose of DEF’s Test Year Notification Letter (“TYNL”). As this Commission
knows, the filing of a test year letter like DEF’s TYNL is required by Commission rule to simply
provide notice of a future filing. The TYNL does not replace that filing nor is it intended to

represent all the facts and arguments in support of that filing. It is simply required to provide the
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Commission advance notice of what is to come, namely, the actual filing of a Petition for rate
relief, with supporting MFRs, and testimony and exhibits. OPC’s criticisms of DEF’s TYNL
ignores the purpose of the TYNL, and the relief requested in OPC’s Letter/Motion should be

denied for this reason as well.

Finally, DEF’s TYNL complies with Rule 25-6.140, F.A.C., when it identifies more than
one test year period. The Commission has full authority to consider multiple test year periods.
The Commission is not bound, of course, to grant any or all of the requested relief but nothing in
the rule or the Commission’s broad authority precludes the Commission from actually considering
what DEF has notified the Commission it intends to present to the Commission with its Petition.
Indeed, economy and efficiency suggest the Commission should at least consider the request,
based on the evidence presented, to avoid the inefficiency and increased costs that can occur if
utilities are forced to file rate cases every year as a matter of course. No such arbitrary rule is set

forth in any Commission rule, much less the Commission’s test year notification rule.

DEF’s TYNL complied with Rule 25-6.140., F.A.C.

Rule 25-6.140, F.A.C., is titled “Test Year Notification; Proposed Agency Action
Notification.” It puts the Commission and potential parties on notice that DEF intends to file a
rate case petition. It does require notification of the test year that will be included in that filing by
simply requiring “[a]n explanation for requesting the particular test period.” DEF complied with
that requirement in its TYNL. See DEF’s TYNL attached as Exhibit A to this Response, pp. 3 and
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Rule 25-6.140 does not contemplate that the Commission take any action with respect to
the Company’s notification, nor did DEF’s test year letter request “tacit approval” of the three test
year periods. The letter is a notification, nothing more, as required by the Rule. On April 2, DEF
will file a petition seeking approval of its proposed test periods supported by extensive testimony
and MFRs for each of the proposed test periods — until that time there is no action for the
Commission to take and any such action taken at this time, including granting the relief requested
by OPC of rejecting the second and third test years or indicating that they are disfavored or without
express legal support, before the filing of the Company’s Petition, would be premature and

potentially violate DEF’s due process rights.

Contrary to OPC’s assertions in its Letter/Motion, the TYNL is not deficient. DEF
complied with every requirement of the rule. OPC attempts to read into the rule additional
requirements that the Company must compare each projected test period to a specific historic
period and explain why each is more representative than that specific period. Letter/Motion at p.
2. However, the rule is not so prescriptive — it requires an explanation of the selected projected
test period and that is what DEF provided. Each of the three test periods is more representative
than the historic period due to long-term debt interest rates, increasing depreciation expense,
declining wholesale sales, amortization of deferrals from the 2021 Settlement Agreement, and the
host of other major drivers explained in the TYNL — all of which will be further explained when
DEF files its actual petition, MFRs, and supporting testimonies. OPC argues that there could not
possibly be any reasonable explanation for using forecasted information for 2026 and 2027, but

these are factual arguments that OPC is free to make in the rate case hearing as reasons why OPC



may advocate against granting rate increases for 2026 and 2027.! As the Commission noted in
Order No. PSC-2010-0153-FOF-EI, “We have used subsequent year adjustments in prior
proceedings... Based on the foregoing, we determine that we have the legal authority to grant a
subsequent year adjustment if the facts warrant such an adjustment.” (emphasis added). In that
order, the Commission went on to evaluate the facts and determine that the subsequent year
adjustment was not warranted in that situation. But the Commission confirmed its legal authority
to consider and award an increase based on a second test year. That is all DEF is saying right now,
the Commission has this legal authority, and it is up to the Commission to act upon it based upon

the facts and arguments before it.

There is Ample Support for the Commission Reviewing Multiple Test Years

The Commission clearly has authority to permit multiple forward test years should it
choose to do so based on the facts and arguments before it. Section 366.06(1) provides “the
commission shall have the authority to determine and fix fair, just, and reasonable rates that may
be requested, demanded, charged, or collected by any public utility for its service.” The Supreme

[3

Court has held the statutes empowering the Commission to fix rates “‘repose considerable
discretion in the Commission in the rate-making process.”” Gulf Power Co. v. Bevis, 296 So. 2d

482, 487 (Fla. 1974) (quoting City of Miami v. Public Serv Comm’n, 208 So. 2d 249 (Fla. 1968));

! DEF cannot help but point out the conclusory nature of OPC’s assertion that years 2026 and 2027
would necessarily be too speculative for use in setting rates, a conclusion it reaches based on
nothing more than its own sheer speculation about what evidence DEF will or could provide in its
filing. OPC asserts that “Obviously, no such reasonable comparison can be made in an
‘explanation’ of something that might happen three and four years beyond a historical period. Any
such effort would be impossible, far-fetched, and unreliable speculation for the purpose of setting
rates; in short it would be nothing more than pure supposition. No one at DEF possesses the skill
or expertise or prognostication skills superior to that of a random person on the street in order to
meaningfully peer three or four years into the future for such a comparison.” Letter/Motion, p. 2.
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see also § 366.01, Fla. Stat. (“The regulation of public utilities as defined herein is declared to be
in the public interest and this chapter shall be deemed to be an exercise of the police power of the
state for the protection of the public welfare and all the provisions hereof shall be liberally
construed for the accomplishment of that purpose.”).

The Commission has long held that the use of projected test years is appropriate, and the
Supreme Court of Florida has recognized that the Commission has this authority. Southern Bell
Tel. & Tel. Co. vs. Public Serv. Comm’n, 443 So. 2d. 92, 97 (Fla. 1983). The Court “long ago
recognized that rates are fixed for the future and that it is appropriate for [the Commission] to
recognize factors that affect future rates and to grant prospective rate increases based on these
factors.” Citizens v. Fla. Public Serv. Comm’n, 146 So. 3d. 1143, 1157 n. 7 (Fla. 2014) (quoting
Floridians United for Safe Energy, Inc. vs. Public Serv. Comm 'n, 475 So. 2d 241, 242 (Fla. 1985)).

Contrary to OPC’s statement in its Letter/Motion that there is no Commission precedent,
there are multiple examples when the Commission has accepted and considered multiple test years
in contested cases. See, e.g., Order No. 13537, Docket No. 19830465-EI, issued July 24, 1984
(authorizing an increase in rates for FPL for a 1984 test year and 1985 subsequent year adjustment);
Order No. 25292, Docket No. 19910890-El, issued Nov. 4, 1991 (approving Florida Power
Corporation’s three test year periods and denying OPC’s request for an interim evidentiary hearing
to consider the appropriateness of the test periods); Order No. PSC-1993-0165-FOF-EI, Docket
No. 19920324-El, issued Feb. 2, 1993 (approving Tampa Electric Company’s request for a

projected test year of 1993 and a subsequent test year of 1994). Given this considerable discretion



reposed in the Commission, OPC as the movant has the burden to show the Commission lacks the
authority to consider multiple test years — a burden OPC has failed to meet in this instance.?

In classic strawman fashion, OPC misconstrues DEF’s assertion that the use of three full
test years is consistent with both current Commission practice and Supreme Court precedent. OPC
states in its Letter/Motion that “[t]here is no court precedent that expressly provides that two full
additional test years are allowable.” But DEF’s TYNL did not assert that there was any Court
precedent “expressly” permitting the use of three forward test periods or that three full test periods
have previously been presented to the Commission. Rather, DEF simply noted such treatment was
consistent — i.e., not antagonistic - with the Commission’s current practice and Court precedent.

OPC’s Letter/Motion also fails to point to a legal distinction between a second test year
and a third, other than its improper factual argument that the third year would be too speculative.
Of course, it will be DEF’s burden to prove its case, and an issue for the Commission to determine
in this proceeding will be the appropriate test year(s). OPC’s Letter/Motion simply tries to poison
the well regarding that necessary issue before DEF has even filed its case in chief. These
arguments go to the weight of the evidence to be adduced at hearing; instead OPC seeks to prevent
the consideration of such evidence and limit the Commission’s authority based solely on a notice
filing.

OPC’s reading of Rule 25-6.0425, F.A.C., regarding subsequent adjustments is also

incorrect and attempts to narrow the Commission’s authority to set reasonable rates. As OPC

2 To the extent OPC further asserts in its Letter/Motion that the Commission was only empowered
to approve multiple test years in the context of a settlement, such a contention would be without
merit, as the parties to a settlement do not have the ability to expand the Commission’s authority
by agreement. “The PSC derives its authority solely from the legislature, which defines the PSC's
jurisdiction, duties, and powers.” Fla. Public Serv. Com v. Bryson, 569 So. 2d 1253, 1254 (Fla.
1990).



correctly notes, “The Commission may in a full revenue requirements proceeding approve
incremental adjustments in rates for periods subsequent to the initial period in which new rates
will be in effect.” But then OPC inexplicably argues in its Letter/Motion that the reference to
“incremental” must mean “a discrete, known and measurable major cost item such as a power plant
or discrete cost.” Letter/Motion at pp. 2-3. The rule does not limit what adjustments will be
considered “incremental” for purposes of changing rates.

The meaning of “incremental” when not defined by the Commission in the rule itself must
be given its ordinary meaning. See, e.g., Tampa vs. Thatcher Glass Corp., 445 So. 2d 578 (Fla.
1984); Jordan v. Dept. of Prof’l Reg., 522 So. 2d 450, 453 (Fla. 1st DCA 1988) (“The general rule
of law for statutory construction applies to rule interpretation.”); Aetna Cas. & Surety Co. v.
Huntington Nat’l Bank, 609 So. 2d 1315, 1317 (Fla. 1992) (citing Streeter v. Sullivan, 509 So. 2d
268 (Fla. 1987) (“The general rule of construction is: When the language of a statute is clear and
unambiguous and conveys a dear meaning, the statute must be given its plain and ordinary
meaning.”)). “Incremental” is the adjective form of the noun “increment,” which is defined as “I.
An increase in number, size, or extent. 2. Something added or gained. 3. A small increase in
quantity. 4. One of a series of regular additions or contributions.” See American Heritage
Dictionary. The rule includes no limitation on the permitted amount of an incremental adjustment
nor on what information the incremental amount may be based upon.

Indeed, in Docket Nos. 20160021-EI and 20210015-EI, FPL requested subsequent year
adjustments based on a variety of changes in costs. While OPC filed testimony in both cases to
challenge the appropriateness of the subsequent year adjustments, it did not submit a Motion, letter,
or any filing, in either docket, to strip the Commission of its ability to even consider the request in

the first place. (OPC then signed settlement agreements in both dockets, approved by the


https://plus.lexis.com/document?pdmfid=1530671&pddocfullpath=%2Fshared%2Fdocument%2Fadministrative-materials%2Furn%3AcontentItem%3A44B0-WC00-00T9-24HT-00000-00&pdcontentcomponentid=9798&prid=d5ebe94a-eb3c-457a-81ac-8ad7d7781bec&crid=b1fabc1c-ce61-4786-b17d-9b9a07f14f51&pdisdocsliderrequired=true&pdpeersearchid=9bb45995-42cf-421f-91cd-c454edde75ab-2&ecomp=2sxtk&earg=sr14
https://plus.lexis.com/document?pdmfid=1530671&pddocfullpath=%2Fshared%2Fdocument%2Fadministrative-materials%2Furn%3AcontentItem%3A44B0-WC00-00T9-24HT-00000-00&pdcontentcomponentid=9798&prid=d5ebe94a-eb3c-457a-81ac-8ad7d7781bec&crid=b1fabc1c-ce61-4786-b17d-9b9a07f14f51&pdisdocsliderrequired=true&pdpeersearchid=9bb45995-42cf-421f-91cd-c454edde75ab-2&ecomp=2sxtk&earg=sr14
https://plus.lexis.com/document?pdmfid=1530671&pddocfullpath=%2Fshared%2Fdocument%2Fadministrative-materials%2Furn%3AcontentItem%3A44B0-WC00-00T9-24HT-00000-00&pdcontentcomponentid=9798&prid=d5ebe94a-eb3c-457a-81ac-8ad7d7781bec&crid=b1fabc1c-ce61-4786-b17d-9b9a07f14f51&pdisdocsliderrequired=true&pdpeersearchid=9bb45995-42cf-421f-91cd-c454edde75ab-2&ecomp=2sxtk&earg=sr14

Commission, that allowed FPL much of its request, including the subsequent year adjustment. But
DEF is only noting this as a fact, not as precedent for the Commission to allow DEF’s subsequent
year increases.)

In fact, DEF is proposing to provide even more information on its costs and revenues in
years 2026 and 2027 than it would if it was limiting its additional incremental request to OPC’s
incorrect reading of “discrete” projects. DEF will provide full sets of 2026 and 2027 MFRs to
support the incremental adjustments it requests in those years.®> It appears OPC is arguing in its
Letter/Motion that it would be better for a utility to only ask for additional costs for a discrete plant
or project and only provide information on that single plant or project. While such limited
information is appropriate in those instances when the requested cost increase is focused on a
particular plant or project, when as here, the need is driven by multiple factors, DEF’s proposal to
provide all information to support costs across its entire business is reasonable and certainly not

prohibited by any authority OPC has cited.

OPC’s interpretations of the statutes, rules, and precedent in its Letter/Motion limit the
Commission’s ability to efficiently resolve requests for rate changes. Ifits arguments are accepted,
the utility would have to file a new rate case every year. The more reasonable approach is to allow
DEF to submit the information for its test years so that the parties can present arguments for or
against the requested rate relief. The Commission will ultimately decide whether to accept any or

all of DEF’s request.

DEF did not violate the 2021 Settlement Agreement

3 OPC’s reliance on the MFR rule not providing for multiple test years is also misplaced.
Letter/Motion at p. 3. While the form may not contemplate multiple test years, there is nothing in
the MFR rule stating a utility cannot file multiple sets of MFRs for multiple years.
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The Company unequivocally denies that it has in anyway violated the 2021 Settlement
Agreement or the Order approving it. OPC cites in its Letter/Motion to the provision in the
Settlement Agreement providing that no party to the agreement shall assert that it as a whole or
any provision thereof has any precedential value. See Letter/Motion, p. 4. DEF did not, however,
assert that the Settlement Agreement is precedent for the multiple test years it intends to include
in its upcoming petition. Rather, DEF merely noted that both its previous 2017 Settlement
Agreement and current 2021 Settlement Agreement included multiple test years to make the larger
point that the use of multiple test years had allowed the Company to avoid filing more frequent
rate cases over the course of those settlements. DEF disagrees that pointing to a benefit (less
frequent rate case filings) that flowed from an objective fact (multiple test periods used in setting
rates in the previous two settlement agreements) is an assertion that the Orders approving those

agreements have precedential value, and that was not the Company’s intent.

DEF also takes issue with OPC’s comment that “This is not the first instance of a utility
violating this type of provision...” Letter/Motion, p. 4. First, OPC does not allege that DEF has
previously violated this type of provision, so whatever point OPC sought to make is wholly
irrelevant. Moreover, in Docket No. 20220050-EI, it was OPC that had to file amended testimony
because the testimony violated a provision in the 2021 Settlement Agreement. See Unopposed

Motion to Accept the Amended Direct Testimony of Kevin Mara and Lane Kollen, para. 4.

Conclusion

For the reasons provided above, the requested relief in the Letter/Motion should be denied.

Respectfully submitted,
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s/ Dianne M. Triplett

DIANNE M. TRIPLETT

Deputy General Counsel

299 1% Avenue North

St. Petersburg, Florida 33701

T: (727) 820-4692

E: dianne.triplett@duke-energy.com

MATTHEW R. BERNIER
Associate General Counsel

106 East College Avenue, Suite 800
Tallahassee, Florida 32301

T: (850) 521-1428

E: matt.bernier@duke-energy.com

STEPHANIE A. CUELLO

Senior Counsel

106 East College Avenue

Suite 800

Tallahassee, Florida 32301

T: (850) 521-1425

E: stephanie.cuello@duke-energy.com
FLRegulatoryLegal@duke-energy.com

Attorneys for Duke Energy Florida, LLC
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished via
electronic mail to the following this 29" day of February, 2024
/s/ Dianne M. Triplett

Attorney

J. Crawford / M. Crawford / S. Stiller W. Trierweiler / C. Rehwinkel / M. Wessling
Office of General Counsel / A. Watrous
Florida Public Service Commission Office of Public Counsel
2540 Shumard Oak Blvd. 111 W. Madison St., Rm 812
Tallahassee, FL 32399-0850 Tallahassee, FL 32399
JCrawfor@psc.state.fl.us rehwinkel.charles@leg.state.fl.us
MThomso@psc.state.fl.us trierweiler.walt@leg.state.fl.us
SStiller@psc.state.fl.us watrous.austin@leg.state.fl.us

wessling. mary@leg.state.fl.us

11


mailto:JCrawfor@psc.state.fl.us
mailto:MThomso@psc.state.fl.us
mailto:SStiller@psc.state.fl.us
mailto:rehwinkel.charles@leg.state.fl.us
mailto:trierweiler.walt@leg.state.fl.us
mailto:watrous.austin@leg.state.fl.us
mailto:wessling.mary@leg.state.fl.us

Exhibit A



f~ DUKE
S’ ENERGY,

FLORIDA

January 31, 2024

VIA ELECTRONIC FILING

The Honorable Mike La Rosa
Chairman

Florida Public Service Commission
2450 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re:  Test Year Notification Pursuant to Rule 25-6.140, F.A.C.
Dear Chairman La Rosa:

Duke Energy Florida, LLC’s (“DEF’s” or “the Company’s™) customers benefit from the
investments DEF has made over the last several decades and receive more reliable, resilient, and
cleaner power than ever before. DEF remains committed to providing customers electric service
in the most cost-efficient manner possible by continuing to: (1) add solar generation and energy
storage capacity; (2) make the energy grid even more reliable and resilient; and (3) improve the
efficiency and flexibility of existing generating plants to help lower fuel costs while proactively
managing the changing grid. DEF is also prudently exploring developing technologies to be better
prepared for the future,

DEF invested in increased reliability and resilience for years through its Storm Hardening
Plans in base rates and more recently through its Storm Protection Plan. We continue to make
significant investments to keep the system reliable due to changing conditions such as new loads,
changing generation portfolios, more frequent and impactful weather events, and other items
impacting the grid. DEF’s customers have benefited from these investments as demonstrated in
multiple reliability metrics. For example, in 2023, DEF had its best Distribution and Transmission
Grid System Average Interruption Duration Index (“SAIDI”) performance in more than a decade.
Further, DEF’s Distribution SAIDI has improved 27% from 2018 to 2023, and Distribution Grid
System Average Interruption Frequency Index (“SAIFI™) performance has improved by 15% over
the same time period. The Transmission Grid has also shown significant improvement with
Transmission Grid SAIDI decreasing by 50% and Outages per Hundred Miles per Year —
Sustained Automatic (“OHMY-SA™) improving by 14% since 2018.

Investments in self-healing technology and system hardening are examples of how DEF’s
strategic management of infrastructure provides customers with the service they expect and




deserve. DEF’s investments in self-healing technology on transmission and distribution facilities
allows the system to identify and make corrections necessary to prevent outages or to allow our
personnel to quickly locate and make necessary repairs to either abbreviate or eliminate outages
altogether. For example, during Hurricanes Ian, Nicole, and Idalia, DEF’s self-healing
technologies helped to automatically restore service to more than 230,000 customers who
experienced outages and avoided more than 200 million minutes of total outage time. These
investments also provide significant reliability and resiliency benefits to customers outside of
extreme weather events. Indeed, since DEF began implementing this technology close to 75% of
outage minutes avoided were outside of extreme weather events. DEF will continue to invest in
this technology for its transmission and distribution lines and related facilities to ensure our
customers maintain electric power during severe weather events or have their power quickly

restored following them.

Additionally, DEF has moved to a cleaner generating fleet for decades and will continue
that journey into the future. DEF’s investment in modernizing its existing fleet, as well as effective
planning around changes needed, has allowed DEF to significantly reduce SO2 and NOX
pollutants by over 97% and 81% respectively since 2005. It also allowed DEF to retire two of its
coal fired generating units. Since 2005 DEF has reduced CO2 emissions by about 25%. DEF’s
investments have facilitated the expiration of more expensive purchase power agreements,
resulting in more customer savings. The 2021 Settlement Agreement allowed DEF to move
forward the expected retirement dates for DEF’s last two coal-fired generation plants on its system.
This will require adding new solar power plants to DEF’s system starting in 2025. These new
solar power plants add to DEF’s existing solar generation fleet that, at the end of 2024, will consist
of a combined investment of over $2 billion in 25 grid-tied solar power plants providing about
1,500 Megawatts of emission free, clean generation with approximately 5 million solar panels
installed across DEF’s service area.

Finally, to position the Company for an ever-changing future, DEF sought and obtained
Commission approval of DEF’s Vision Florida pilot program in its 2021 Settlement Agreement.
This Vision Florida program includes industry-leading initiatives such as the Suwannee Long-
Duration Energy Storage project and the DeBary Hydrogen project. Consistent with the 2021
Settlement, both the costs and benefits to DEF’s customers of Vision Florida projects are included
in DEF’s current base rate request for the year 2025,

DEF expects total customer bills to decrease from 2024 to 2025. To support continued
reliable, resilient, and increasingly clean energy, and noting that the final request is being finalized,
DEF expects to request additional base rate revenue requirements of approximately $596 million
in 2025, $95 million in 2026 and $127 million in 2027. This is an average annual increase in
revenue requirements of approximately 4% over 2025 through 2027. DEF further expects these
increases to be offset by bill reductions from ending the 2022 fuel under-recovery, concluding
storm restoration cost recovery, and the expiration of legacy purchased power contracts. Once
these reductions are combined with the expected base rate requests, DEF expects customers will
see an overall decrease in 2025 bills.




Test Years

DEF proposes to file three test periods. For DEF’s base rate request, expected to be filed
April 2, 2024, DEF proposes to use the projected 12-month periods ending December 31, 2025,
2026, and 2027 as the test years, with the adjusted rates to be effective with the first billing period
of January 2025, 2026, and 2027, respectively. DEF’s proposed use of projected test periods is
consistent with current Commission practice and prior Commission and Florida Supreme Court
precedent. Further, Rule 25-6.0425, F.A.C., provides that “The Commission may in a full revenue
requirements proceeding approve incremental adjustments in rates for periods subsequent to the
initial period in which new rates will be in effect.”

Using the projected 12-month periods ending December 31, 2025, 2026, and 2027 as the
test years will provide an accurate representation of costs for the purposes of setting rates effective
in January of each of these three years. Both of DEFs last two base rate settlements, the 2017
Settlement with a term of 2018-2021 and the 2021 Settlement with a term of 2022-2024, have
included multiple year rate increases. Otherwise, due to annual cost and rate base increases that
are outpacing the annual increases in sales revenues under existing rates, DEF would need to file
frequent rate cases. Therefore, to provide rate certainty for customers and avoid the cost and
administrative burden of annual litigated rate cases, DEF is proposing three test periods, supported
by a full set of minimum filing requirements for each of these periods. This allows for a three-
year reprieve from filing DEF’s next rate case, barring any unforeseen circumstances.

DEF will provide the Commission and parties representing DEF’s customers in this rate
case proceeding DEF’s historical data for the calendar year 2023 and DEF’s budget data for the
calendar year 2024.

Major Factors Necessitating a General Base Rate Increase

Clean Energy: New Solar Generation and Energy Storage

DEF will invest $1.5 billion in 1,050 Megawatts of new solar generation capable of
powering more than 300,000 homes at peak production from 2025-2027. This investment includes
fourteen (14) new 74.9 Megawatt solar power plants plus a 100 Megawatt energy storage project
capable of releasing up to 200 Megawatt-Hours of energy every day. The cost of these additional
solar power plants is partially offset by available production tax credits from the Inflation
Reduction Act. As a result, DEF customers will receive reliable, clean solar power generation at
a reduced cost that otherwise would not be available to them. DEF customers will also benefit
from this solar investment because it facilitates the retirement of DEF’s coal-fired generation
(which lowers fuel costs) and reduces DEF’s reliance on fuel oil and natural gas. The additional
solar generation also replaces higher cost purchased power generation on DEF’s system, again
reducing fuel costs to customers.

Existing Generation Reliability and Lower Fuel Costs: Existing Generation Investment

DEF must continue to invest in its existing generation fleet for its customers. The necessity
for this generation facility investment increases with the addition of solar plant generation at new




and more varied locations across DEF’s service area and the movement away from larger, more
concentrated generation locations like DEF’s last two remaining coal-fired generation power
plants. Although this new, cleaner generation profile available to DEF enhances fuel diversity, it
requires additional costs to ensure that DEF’s existing combined cycle and combustion turbine
generation units are available to meet changes in loads, including minimum loads, across DEF’s
service area in the most cost-efficient manner for DEF’s customers.

For example, changes in solar generation can occur quickly with changes in cloud cover or
periods of rain, and DEF’s existing combustion turbine or combined cycle generation plants must
be flexible enough to respond to such changes in load requirements reliably and efficiently. DEF’s
proposed unit flexibility projects improve the ability to operate the units effectively to
accommodate solar fluctuations and maintain system load stability.

DEF also plans to invest $113.3 million ($69.6 million of which will be incurred in the test
years) in advancements in combustion turbine technology at its existing combined cycle generation
plants to increase generation capacity by an additional 428 Megawatts by 2026. This additional
combined cycle generation resulting from improvements in combustion turbine technology will
provide generation that can more readily meet changes in load on DEF’s system. Another benefit
from this investment in advanced combustion turbine technology is reduced fuel costs to DEF’s
customers. DEF estimates customers will save $150 million to $200 million per year in reduced
fuel costs from this investment. Despite DEF’s increasing need for investment in the maintenance
of its combined cycle and combustion turbine generation fleet, DEF’s projected costs are still
below the Commission’s Operation and Maintenance (“O&M”) overall benchmark costs for
DEF’s entire generation fleet for the years 2025 through 2027.

Electric Power Grid Reliability and Resiliency: Transmission and Distribution Investment

DEF will invest $3.3 billion from 2025 through 2027 in its transmission and distribution
systems to continue to provide reliable, safe electric service to customer homes and businesses.
These investments will ensure these systems can provide reliable and safe electric service directly
to the customer under the transition to cleaner generation sources spread more widely across DEF’s
service area, including at the customer’s own location from solar rooftop generation. This requires
DEF’s transmission and distribution system to be more flexible to adjust to changes in load from
different resources at increased varied times than any time before in DEF’s long history of
providing customers safe and reliable electric service.

To this end, DEF has and will continue to invest in technological advancements like its
Recloser Replacement Program, in which the Company installs automated line disconnect devices,
such as the TripSaver, on power lines to help limit the frequency and duration of service
interruptions. TripSavers are installed on local power lines that branch from the main power lines
serving an area and are essentially similar in action to a recloser. This technology reduces outages.
In addition, by containing issues at the feeder level and isolating them as a localized event,
TripSavers allow the Company to reduce its overall exposure to momentary outages, power quality
complaints, and fault tolerance of branch lines.




DEF expects to serve approximately 35,000 additional customers each year. Based on that
projection, DEF will serve over 2 million customers in 2025 and over 2.1 million customers by
2027. To meet the increased demand, DEF needs to invest in additional distribution system
facilities and equipment to provide the new customers electric service. DEF will further invest in
distribution grid projects across its 18,000 circuit miles of overhead distribution conductors and
approximately 16,000 circuit miles of underground distribution cable. This continued investment
in DEF’s distribution system has resulted in a favorable trend in customer reliability over the last
six years that DEF intends to maintain from 2025 through 2027.

DEF has also increased investment in the transmission system with projects located in
increased demand areas, locations associated with the new solar generation, and areas associated
with varied changes in the direction and load on DEF’s system. These needs have resulted in new
115 kV and 230 kV switching stations and substations, 500 kV substation expansion, line rebuilds
and net new lines, all of which are required to maintain compliance with the North American
Electric Reliability Corporation (“NERC™) Transmission Planning (“TPL”) Standards and
transmission system planning performance requirements.

DEF will further invest in additional security projects to protect its substations from
intentional disruptions in service. The majority of these are directly tied to compliance with
NERC’s Critical Infrastructure Protection (“CIP”) Reliability Standards, mandated and enforced
by NERC and the Federal Energy Regulatory Commission. DEF faces increasing threats to the
security of its system that DEF has and will address to continue to meet its obligation to provide
customers with reliable electric service. Furthermore, DEF faces increased stringency and scope
in the NERC Operations & Planning (i.e., non-CIP) Reliability Standards. These Reliability
Standards contain hundreds of requirements that govern the planning, operation and maintenance
of the DEF Transmission System requiring substantial future investments by DEF.

Customer Investment

DEF’s customers want more ways to engage with the Company regarding their electric
service, usage, and billing, and more ways to manage and pay for their electric use. DEF will
continue to provide its customers with options they value, for example, offering additional digital
means of interacting with the Company and enhancing usage alert options.

DEF also plans to expand its Clean Energy Connection program to five additional new
solar plants (of the 14 sites referenced above). This community solar program offered to DEF’s
customers allows those who cannot or do not want to install solar on their own homes or businesses
to participate in clean energy investment.

DEF will continue its programs and assistance options to support DEF’s low-income
customers. This includes connecting customers with assistance agencies that administer the Low-
Income Home Energy Assistance Program and Elderly Home Energy Assistance Program.
Through the Duke Energy Foundation, DEF also manages and contributes to DEF’s Share the
Light Fund, which assists customers with paying their energy bills. In 2023, we distributed more
than $1 million in energy bill assistance to qualifying Florida customers.




Vision Florida Program

Recognizing the evolving energy landscape, DEF proposed, and the Commission
approved, DEF’s Vision Florida program in its 2021 Settlement Agreement. This program
includes projects that maximize customer benefits while providing technological and geographic
diversity through state-of-the-art technology solutions that offset traditional utility investments,
improve resilience of utility facilities, and help meet carbon reduction goals.

DEF’s Vision Florida program includes various projects expected to be in service in the
test periods that will facilitate the continued resilience of the grid and preparation for the future.
For example, the Suwannee Long-Duration Energy Storage project is a long-duration, advanced
technology 5 Megawatt battery storage project that will provide bulk storage capacity benefits to
DEF’s system and energy arbitrage and ancillary service benefits such as system ramping, load
following, and contingency reserves. This project will be the first test of this advanced battery
storage technology on DEF’s system to determine its capability to provide renewable energy in a
cost-effective and reliable manner to DEF’s customers.

Another Vision Florida project, the DeBary Hydrogen project, is a state-of-the-art, clean
energy hydrogen production and storage system. This project allows DEF to evaluate the future
viability of hydrogen production and fuel usage to further reduce carbon dioxide emissions in a

cost-effective manner.

Other Matters

In addition to the major cost drivers described above, DEF faces increasing long-term debt
interest rates, increasing depreciation expense, declining wholesale sales, and the amortization of
deferrals from the 2021 Settlement Agreement that are driving revenue requirements primarily in
2025. The difference in revenue requirement needs in 2025 as compared to 2026 and 2027 is
another reason for Commission consideration of the base rate adjustments for DEF for the years

2025 through 2027.

Also, DEF will propose to set the Company’s approved return on common equity (“ROE”)
midpoint at 11.15% on a proposed capital structure containing 53% equity and 47% debt. This
ROE request reflects capital market expectations looking forward during the three-year period
from 2025 through 2027 that will enable DEF to continue to access capital on competitive terms
during this period. DEF’s ability to earn a fair rate of return is crucial to DEF’s ability to obtain
the capital necessary to fund its investments for its customers in cost-effective, reliable electric
generation, transmission, and distribution facilities like those described above under all market
conditions. DEF’s proposed ROE also reflects the significant increase in interest rates in recent

years.

Approximately $99 million of the 2025 increase in base rates is driven by the benefits from
spent fuel litigation proceeds from the Department of Energy (“DOE”) that were recognized by
DEF in lieu of increasing base rates in 2023 and 2024. Pursuant to the 2021 Settlement, DEF’s
annual base rate increases in 2023 and 2024 were lower than they otherwise would have been due
to the projected recognition of the spent nuclear fuel proceeds of approximately $74 million in




2023 and $99 million in 2024. Therefore, all else held equal from 2024 to 2025, DEF would need
to implement a rate increase in 2025 just to recover the non-recurring $99 million pre-tax earnings
impact from 2024.

Finally, DEF will file updated depreciation and dismantlement studies contemporaneously
with this case. In DEF’s last depreciation study filed with its 2021 Settlement Agreement, DEF
agreed to hold transmission and distribution depreciation rates constant. Those depreciation rates
alone will need to be increased to ensure full recovery of DEF’s assets upon retirement. These
updated studies will result in approximately $70 million higher revenue requirements starting in
2025.

Actions Taken to Avoid a Retail Base Rate Increase

DEF proved its stewardship of its customers’ dollars in the 2021 Settlement Agreement
when DEF mitigated rate increases in 2023 and 2024 by recognizing the expected spent nuclear
fuel litigation proceeds from the DOE. As explained above, DEF advanced its customers litigation
proceeds to cover DEF revenue requirements during the period of the 2021 Settlement Agreement,
thereby lowering customer rates below what they otherwise would have been during the period of
the 2021 Settlement Agreement. This benefit now has been fully passed on to customers. Those
litigation proceeds are no longer available to offset DEF’s revenue requirements. In the 2021
Settlement, DEF reduced revenue requirements by $173 million: $74 million in 2023 and $99
million in 2024. The result is an increased revenue requirement in 2025 of $99 million as DEF’s
revenue requirements return to levels that existed before these litigation proceeds were used as an
offset.

DEF’s last storm reserve study was filed in January 2021. Pursuant to Rule 25-
6.0143(1)(1), F.A.C., DEF’s next storm reserve study is due by January 2026. DEF will not include
an updated storm reserve study or an additional accrual to the storm reserve in this rate case given
the ability to recover storm costs and replenish the storm reserve to its currently approved level of
$132 million. In other words, DEF expects to file the storm reserve study by January 2026 as
required, but it will not then request a rate increase associated with that study.

Across all business groups, the Company has worked to control and reduce costs. Despite
increasing costs and inflation, DEF’s distribution expenses per customer are projected to remain
lower than 2022 levels through 2027. DEF is also below the Commission’s O&M overall
benchmark costs for DEF’s generation and transmission groups for the years 2025 through 2027.
These results, in a period of rising costs, are a reflection that the Company has taken specific
measures to avoid this rate request.

Other Matters

Rule 25-6.140(1)(d), F.A.C. requires the Company to indicate in this letter whether it will
request that its petition be processed pursuant to Section 366.06(4), Florida Statutes. Because
DEF’s annual sales exceed 500 gigawatt-hours, DEF is not eligible under this section of Rule 25-
6.140 to make this request.




Conclusion

DEF's customers are receiving more reliable, resilient, and cleaner energy. We are
committed to continuing this trend of improving the reliability and resilience of our system. The
Company is also dedicated to delivering power in a cleaner and cost-effective manner while
adapting to changing generation and grid realities. DEF looks forward to and appreciates the
opportunity to present this proposal to the Commission for its review and consideration.

Respectfully submitted,
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Melissa Seixas
State President, Duke Energy Florida, LLC

cc:  All via Electronic Mail
Honorable Gabriella Passidomo, Commissioner
Honorable Andrew Giles Fay, Commissioner
Honorable Art Graham, Commissioner
Honorable Gary Clark, Commissioner
Amanda Marsh, Chief Advisor to Commissioner Clark
Katherine Fleming, Chief Advisor to Commissioner Passidomo
Jim Varian, Chief Advisor to Commissioner Graham
Eddie Phillips, Chief Advisor to Commissioner Fay
Ana Ortega, Chief Advisor to Commissioner LaRosa
Braulio Baez, Executive Director
Keith Hetrick, General Counsel
Apryl Lynn, Deputy Executive Director, Administrative
Mark Futrell, Deputy Executive Director, Technical
Adam Teitzman, Commission Clerk (also via e-filing portal)
Elisabeth Draper, Director, Division of Economics
Andrew Maurey, Director, Division of Accounting & Finance
Thomas Ballinger, Director, Division of Engineering
Rhonda Hicks, Director, Office of Auditing & Performance Analysis
Cynthia Muir, Director, Office of Consumer Assistance & Outreach
Cayce Hinton, Director, Office of Industry Development & Market Analysis
Walt Trierweiler, Public Counsel
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