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Case Background

On December 28, 2017, Duke Energy Florida, LLC (DEF) filed a petition for a limited
proceeding seeking authority to implement an interim storm restoration recovery charge to
recover a total of $513.2 million for the incremental restoration costs related to Hurricanes Irma
and Nate and to replenish its storm reserve. In its petition, DEF asserted that, as a result of
Hurricanes Irma and Nate, it incurred total retail recoverable costs of approximately $425
million, less its pre-storm reserve balance of $54 million, resulting in net recoverable costs of
$371 million. In addition, DEF proposes to replenish its storm reserve to the $132 million
balance that existed in February 2012. Interest, bond issuance expense, and the regulatory
assessment fee gross-up adds an additional $10.2 million to the amount of recoverable costs.
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DEF filed its petition pursuant to the provisions of the 2017 Second Revised and Restated
Settlement Agreement (2017 Settlement) approved by the Commission in Order No. PSC-2017-
0451-AS-EU.* Pursuant to the 2017 Settlement, DEF can recover storm costs, without a cap on
the level of charges on customer bills, on an interim basis beginning 60 days following the filing
of a petition for recovery. Although the 2017 Settlement provides for a 12-month recovery
period, DEF recognizes that the imposition of the full storm recovery amount over 12 months
would result in an interim storm restoration recovery surcharge of over $15 per 1,000 kwWh on a
residential customer bill. Therefore, to mitigate this large rate increase, DEF proposes to spread
the storm recovery amount over 36 months effective March 1, 2018, which would result in an
interim storm restoration recovery surcharge of $5.20 per 1,000 kWh on a residential customer
bill.

The Office of Public Counsel intervened in this docket on January 4, 2018.°

The Commission has jurisdiction over this matter pursuant to Sections 366.04, 366.05, 366.06,
and 366.076, Florida Statutes.

! Order No. PSC-2017-0451-AS-EU, issued November 20, 2017, in Docket No. 20170183-El, In re: Application
for limited proceeding to approve 2017 second revised and restated settlement agreement, including certain rate
adjustments, by Duke Energy Florida, LLC.

2 Document No. 00093-2018, in Docket No. 20170272-El, In re: Application for limited proceeding for recovery of
incremental storm restoration costs related to Hurricanes Irma and Nate, by Duke Energy Florida, LLC.
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Discussion of Issues

Issue 1: Should the Commission authorize DEF to implement an interim storm restoration
recovery charge?

Recommendation: Yes, the Commission should authorize DEF to implement an interim
storm restoration recovery charge. Once the total actual storm costs are known, DEF should be
required to file documentation of the total storm costs for Commission review and true-up of any
excess or shortfall.

The appropriate security to guarantee the funds collected subject to refund is a corporate
undertaking. (D. Smith, D. Buys)

Staff Analysis: As stated in the case background, DEF filed a petition for a limited proceeding
seeking authority to implement an interim storm restoration recovery charge to recover a total of
$513.2 million for the incremental restoration costs related to Hurricanes Irma and Nate and to
replenish its storm reserve. The requested recovery of $513.2 million represents net retail
recoverable costs of approximately $371 million, plus an additional $132 million to replenish its
storm reserve to the balance that existed in February 2012. In addition, the $513.2 million
includes an additional $10.2 million for interest, bond issuance costs, and a regulatory
assessment fee true-up. The petition was filed pursuant to the provisions of the 2017 Settlement
approved by the Commission in Order No. PSC-2017-0451-AS-EU. Pursuant to Paragraph 38 of
the 2017 Settlement, DEF can begin recovery of storm costs, without a cap, 60 days following
the filing of a petition for recovery. In order to limit the monthly charge to customers, DEF has
requested an interim storm restoration recovery charge of $5.20 on a monthly 1,000 kWh
residential bill to be recovered over a 36-month period, effective March 1, 2018 through
February 28, 2021.

In its petition, DEF asserts that it incurred total retail recoverable costs of approximately $371
million as a result of Hurricanes Irma and Nate. DEF further asserts that this amount was
calculated in accordance with the Incremental Cost and Capitalization Approach (ICCA)
methodology prescribed in Rule 25-6.0143, Florida Administrative Code (F.A.C.). The net retail
recoverable costs of $371 million were determined by reducing the $425 million total
recoverable costs by the pre-storm storm reserve balance of $54 million. Paragraph 38 of the
2017 Settlement also allows DEF to request the replenishment of its storm reserve to $132
million.

The approval of an interim storm restoration recovery charge is preliminary in nature and is
subject to refund pending further review once the total actual storm restoration costs are known.
After the actual costs are reviewed for prudence and reasonableness, and are compared to the
actual amount recovered through the interim storm restoration recovery charge, a determination
will be made whether any over/under recovery has occurred. The disposition of any over/under
recovery, and associated interest, would be considered by the Commission at a later date.

Based on a review of the information provided by DEF in its petition, staff recommends that the
Commission authorize DEF to implement an interim storm restoration recovery charge subject to
refund. Once the total actual storm costs are known, DEF should be required to file
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documentation of the storm costs for Commission review and true-up of any excess or shortfall.
Staff emphasizes that this recommendation is only for interim recovery charges and is not a
confirmation or endorsement of the prudence of DEF’s forecasted costs and plans. This
recommendation only allows DEF to begin recovery on an interim basis in accordance with the
2017 Settlement agreement. This interim recovery is subject to refund following a hearing or
formal proceeding where the veracity and prudence of DEF’s actual restoration costs can be fully
vetted.

Staff recommends that all funds collected subject to refund be secured by a corporate
undertaking. The criteria for a corporate undertaking include sufficient liquidity, ownership
equity, profitability, and interest coverage to guarantee any potential refund. Staff believes DEF
has adequate resources to support a corporate undertaking in the amount requested.
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Issue 2: Should the Commission approve DEF’s proposed tariffs?

Recommendation: Yes. The Commission should approve DEF’s proposed tariffs to go into
effect February 6, 2018. (Doherty)

Staff Analysis: DEF is seeking approval of interim storm recovery charges as shown in
proposed Eighty-First Revised Tariff Sheet No. 6.105 (Attachment A to this recommendation).
Appendix F to the petition includes revisions to all tariffs reflecting the addition of the interim
storm recovery charges as shown on Tariff Sheet No. 6.105. A residential customer who uses
1,000 kilowatt-hours will see a $5.20 increase on the monthly bill starting in March 2018.

In response to staff’s request for additional information, DEF stated that customers will be
notified of the interim storm recovery charge via bill inserts on the first billing cycle in February
2018 and has provided the notice for staff review. The interim storm recovery charges will start
with the first billing cycle in March 2018 that occurs on February 27, 2018.

Staff recommends that the Commission approve DEF’s proposed tariffs to go into effect
February 6, 2018.



Docket No. 20170272-El Issue 3
Date: January 25, 2018

Issue 3: Should this docket be closed?

Recommendation: This docket should remain open pending final reconciliation of actual
recoverable storm costs with the amount collected pursuant to the interim storm restoration
recovery charge, and the calculation of a refund or additional charge if warranted. (Mapp)

Staff Analysis: This docket should remain open pending final reconciliation of actual
recoverable storm costs with the amount collected pursuant to the interim storm restoration
recovery charge, and the calculation of a refund or additional charge if warranted.
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SECTION NO. VI
EIGHTY-FIRSTIETH REVISED SHEET NO. 6.105
CANCELS EIGHTIETHSEVENTY-IINTH REVISED SHEET NO.

Attachment- A

Appendix A
Page 8 of 15

Applicable:

RATE SCHEDULE BAA
BILLING ADJUSTMENTS

Page 1 of 23

To the Rate Per Month provision in each of the Company's filed rate schedules which reference the billing adjustments set forth below.

COST RECOVERY FACTORS

Fuel Cost Recovery'" ECCR™ ccr™ ecrc™ | asc®™ | scrs®
Rate Schedule/Meterin On- Off-
Level s Lovelized Peak Peak
dkwh | ¢rkwh | @rkwh | ¢/ kwh | $rkw | ¢kWh | $rkw | ¢ kwh | ¢/ kWh | ¢ kWh
AR 507 | ser7 | o3z | - 1433 | - o157 | 982 | 9520
< 1000 3.838
= 1000 4.838
GS-1, GST-1
Secondary 4132 5.107 3667 | 0270 . 1117 - 0.154 | 019785 | 0.422
Primary 4.001 5056 3.641 0.267 - 1.106 2 0152 | 019582 | 0418
Transmission 4.049 5.005 3.604 0.265 - 1.095 - 0.151 0.19384 0.414
GS-2 (Sec.) 4132 - - 0.211 E 0.782 = 0150 | 01420 | 0217
GSD-1, GSDT-1, §5-1*
Secondary 4132 5.107 3677 : 1.01 . 367 0152 | 01769 0.348
Primary 4.091 5.056 3.641 - 1.00 - 3.63 0.150 0.17&67 0.345
Transmission 4.049 5.005 3.604 - 0.99 - 3.60 0.149 0.17568 0341
CS-1, C8T-1, CS-2, CST-
2, CS-3, CST-3, 88-3*
Secondary 4132 5107 3677 - 0.68 - 289 0.151 0.108% 0.481
Primary 4.091 5.066 3.641 - 0.67 - 2.86 0.149 | 0.1078 0.476
Transmission 4,049 5.005 3.604 - 0.67 5 283 0.148 | 0.1085 0.471
15-1, IST-1, 15-2, 18T-2,
55-2¢
Secondary 4132 5107 3677 - 0.83 - 283 0.147 0.1332 0.197
Primary 4.091 5.056 3.641 - 0.82 g 2.80 0.146 | 0.132% 0.195
Transtmission 4049 5.005 3.604 E 0.81 e 2.77 0.144 | 013028 | 019
LS-1(Sec.) 3.945 F 2 0.108 F 0.227 R 0.1464 | 00397 0.414
*55-1, 58-2, 553
Monthly
Secondary - - - - 0.099 - 0.356 - - -
Primary - - - - 0.098 - 0.352 - - -
Transmission - - - - 0.097 - 0.249 - - -
Daily
Secondary - - - - 0.047 - 0170 - - -
Primary - = - = 0.047 s 0.168 - : 3
Transmission - - - - 0.046 - 0.167 - - -

GSLM-1, GSLM-2

See appropriate General Service rate schedule

(1) Fuel Cost Recovery Factor:
The Fuel Cost Recovery Factors applicable to the Fuel Charge under the Company's various rate schedules are normally determined
annually by the Florida Public Service Commission for the billing months of January through December. These factors are designed to
recover the costs of fuel and purchased power (other than capacity payments) incurred by the Company to provide electric service to its
customers and are adjusted fo reflect changes in these costs from one period to the next. Revisions to the Fuel Cost Recovery Factors
within the described period may be determined in the event of a significant change in costs.

{2) Energy Conservation Cost Recovery Factor:
The Energy Conservation Cost Recovery (ECCR) Factor applicable to the Energy Charge under the Company's various rate schedules
is normally determined annually by the Florida Public Service Commission for twelve-month periods beginning with the billing month of
January. This factor is designed to recover the costs incurred by the Company under its approved Energy Conservation Programs and
is adjusted to reflect changes in these costs from one perod to the next. For time of use demand rates the ECCR charge will be
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ISSUED BY: Javier J. Portuondo, Managing Director Rates & Regulatory Strategy - FL

EFFECTIVE: JapuartiMarch 1, 2018
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