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Please find enclosed for electronic filing Duke Energy Florida, LLC’s Response to Staff’s
First Data Request (Nos. 1-13).
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should you have any questions concerning this filing.
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DUKE ENERGY FLORIDA, LLC’S (DEF), RESPONSE TO
STAFF’S FIRST DATA REQUEST (NOS. 1-13) REGARDING FUEL AND PURCHASED
POWER CLAUSE WITH GENERATING PERFORMANCE INCENTIVE FACTOR

Docket No. 20200001-El

1. Please refer to page 3, paragraph 7, of the Petition.

a. Please confirm the system average delivered natural gas cost per MMBtu that is
embedded in the Company’s currently-approved fuel factor is $2.63.1 Please also
discuss how the Company’s currently-approved fuel recovery charge, per MMBtu,
compares to the projected figure provided in DEF’s response to Staff's Supplemental
Data Request No. 1, Question No. 72, for the year 2020, in staff’s review of the
Company’s 2019 TYSP.

b. What is the Company’s most-current estimate of its mid-course correction position, in
percentage terms, using the methodology contained in Rule 25-6.0424, Florida.

c. Administrative Code (F.A.C.) Please specify both the numerator and denominator used
in calculating this projected “mid-course correction percentage.” Please also discuss
the derivation of both figures used in the calculation.

RESPONSE:

a. The average delivered natural gas price in DEF’s 2020 Fuel and Purchase Power Cost
Recovery Filing used to set currently approved fuel factors is $4.06/MMBtu as shown on
Exhibit CAM-3, Schedule E3, page 2 of 2, line 33, filed on September 3, 2019 in Docket
No. 20190001-El. The $4.06 includes both commodity and transportation costs, fixed and
variable, of natural gas. The $2.63/MMBtu shown on Exhibit CAM-3, Projected Market
Price by Fuel Type, is an average projected 2020 natural gas commaodity costs only; it
excludes transportation costs.

The natural gas price projections shown in DEF’s response to Supplemental Data Request
No. 1 Question 72, ($2.79 for 2020), represent the incremental price of gas burned including
variable transportation costs, but do not include fixed transportation costs. Another part of
the difference is in the timing of the fuel forecasts. In preparation for the 2019 Ten-Year
Site Plan, the fuel forecast used a NYMEX closing date in September of 2018.

b. 6.1%

c. The formula below is used to calculate the midcourse correction over-recovery percentage.
The numerator of $78,231,75 is the Total True-Up Balance on Exhibit A, Schedule E1-B,

! Order No. PSC-2019-0484-FOF-EI, Issued November 18, 2019, in Docket No. 20190001-El, In re: Fuel and purchased
power cost recovery clause with generating performance incentive factor.



Page 2 of 2, C, line 13. The denominator of $1,285,089,908 is the Fuel Revenue Applicable
to the Period on Exhibit A, Schedule E1-B, Page 2 of 2, C, line 3. This calculation is
consistent with the methodology in Order No. 13694.

$78,231,785/ $1,285,089,908 = 6.1%

Has the Company revised any planned power purchases due to possible updated pricing
and availability of market power purchases? If so, please discuss.

RESPONSE:

DEF has not revised any of its planned power purchases. DEF will continue to utilize
power purchases when needed to economically and reliably support the needs of the
system.

Please briefly discuss how this petition affects the Company’s non-residential classes of
service. Are there “typical” levels of credit these rate classes should expect to receive?

RESPONSE:

There will be a decrease in May 2020 bills for non-residential classes of service. Typical
reductions will range from approximately 20-32% for commercial customers and
approximately 25-45% for industrial customers.

Please describe any Company efforts in notifying its customers of the proposed action it
has requested through its Petition. Please also provide copies of any notifications that were
previously or will be sent to customers regarding the actions requested in the Petition.

RESPONSE:

On April 2, 2020, DEF issued a press release that was posted on its external website and
shared on social media such as Facebook and Twitter. DEF also plans to send emails to
customers in the upcoming weeks. In addition, as stated in its Emergency Petition for a
Temporary Midcourse Correction, DEF will explain its proposed billing changes in a bill
insert included with customer May bills.

Press Release
(Distributed to Florida Media Outlets)
https://news.duke-energy.com/releases/duke-energy-florida-takes-action-to-reduce-

residential-customer-bills-by-nearly-21-in-may-during-the-covid-19-pandemic

https://news.duke-energy.com/releases/duke-enerqy-florida-toma-medidas-para-reducir-
en-casi-un-21-el-monto-de-las-facturas-residenciales-de-mayo-durante-la-pandemia-de-
covid-19




Duke Energy Website
https://news.duke-energy.com/releases/duke-energy-florida-takes-action-to-reduce-
residential-customer-bills-by-nearly-21-in-may-during-the-covid-19-pandemic

https://news.duke-energy.com/releases/duke-enerqy-florida-takes-action-to-reduce-
residential-customer-bills-by-nearly-21-in-may-during-the-covid-19-pandemic

Social Media

Facebook

https://www.facebook.com/702317053131576/posts/3634905393206046/?d=n&substory
index=0

olf~ Duke Energy
W Apri 2 al 248 PM - 3

We're fast-tracking new fuel savings for residential customers in Florida by
nearly 21% in May. While these savings are normally spread out over time,
we think it's important to provide these funds to our customers now to help
give some relief. Learn more: hitp:/isprly/61831xY6f.

Twitter
https://twitter.com/DukeEnergy/status/12457852127700295687s=20

’ Q1 Search Twitter

e~ PUke Encrgy @ @0ukeEnergy  Apr2 >
¢ Duke Energy Florida will recuce residential customer bills by nearly 21% in
May with a one-time savings. Commercial and industrial customers will see a
20% to 45% reduction on May 2020 bills. Learn more: spr.ly/60131xY86!




Please specify the exact range/beginning and ending dates of DEF’s May 2020 billing
cycle.

RESPONSE:

The May 2020 billing cycle begins on April 29, 2020 and ends May 28, 2020.

Please discuss whether the Company plans on instituting any different processes,
procedures, and/or measures related to fuel cost and fuel revenue forecasting as a result of
requiring a mid-course correction of its fuel-related charges. If so, please explain.

RESPONSE:

DEF does not plan to institute any different processes related to fuel cost/revenue forecasting.
As discussed in DEF’s petition, DEF’s projected 2020 fuel over-recovery has not and is not
projected to reach the 10% Midcourse Threshold. The Company determined it was appropriate
to file for the extraordinary relief requested to help customers during the current COVID-19
national emergency.

Please identify the sources and dates of DEF’s underlying fuel price forecast used in
support of its currently-approved system fuel factor.? Please also remark on how this fuel
forecast informs the Company when formulating fuel cost expectations/projection
testimony filed in an annual fuel cost recovery proceeding.

RESPONSE:

DEF’s fuel price forecast supporting the currently-approved system fuel factor was developed
using observable commaodity forward market price curves as of a Close of Business date of June
14, 2019. The fuel price forecast was developed using the methodology described in response
to Question 9.

DEF will use an updated forecast to develop its 2021 factors filed in the annual fuel cost
recovery proceeding, consistent with DEF’s typical Fuel Projection Filing process. The forecast
used for the midcourse will impact the true-up balance incorporated into that filing.

Please clarify whether the one-time refund will be shown as a separate line item on
customers’ bills or as a reduction in the fuel factor.

RESPONSE:

?Id.



10.

11.

12.

The one-time refund will be shown as a reduction in the fuel factor.

Please discuss DEF’s fuel forecasting methodology. Please also remark on the approximate
length of time the Company has employed this same or very similar fuel forecasting
methodology for business planning purposes.

RESPONSE:

DEF’s fuel price forecasting methodology utilizes known observable market prices for the
applicable forward periods that are selected as of a specific Close of Business date. DEF obtains
its forward market price curves from industry recognized third-party forward market source
providers for natural gas, fuel oil and coal. The underlying natural gas commaodity prices in the
forecast include: market observed forward curves for the NYMEX Henry Hub futures and the
applicable physical locational basis for locations such as FGT Zones 1, 2 and 3. Additionally,
DEF incorporates costs for natural gas firm interstate transportation, Local Distribution
Company redelivery and storage agreements. The fuel oil price forecast is based on a Gulf
Coast market forward price curve and includes adjustments for transportation costs to the
applicable facilities. The delivered coal price is based on contract coal supply prices with
additions for transportation and storage costs to deliver the coal to the destination facilities. DEF
has employed this same overall approach for more than ten years.

Please identify the date, if known, of DEF’s next/updated fuel price forecast that will be
used for business planning purposes.

RESPONSE:

DEF’ next fuel price forecast for business planning purposes is currently expected by early May
2020.

Does DEF compare its fuel price forecast to any other publicly available source of
forecasted fuel prices, such as the Energy Information Administration? If so, please discuss
the results of any analysis performed.

RESPONSE:

As outlined in the response to Question 9, DEF utilizes known and observed market prices at
the time the forecast is produced for use in its periodic fuel and operations forecast. DEF has
not performed any specific comparative analyses; however, the Company does review other
public forecasts, such as, but not limited to, those from the Energy Information Administration,
as well as information from various suppliers and providers over time with respect to supply
and demand fundamentals and prices.

Did DEF perform a sensitivity analysis of its fuel price forecast for the purposes of
determining the validity of its expected annual fuel cost? If the response is negative, please
explain why the Company did not perform such an analysis.

5



13.

RESPONSE:

A sensitivity analysis of the forecasted fuel price was not performed and is not necessary to
determine the validity of the expected annual fuel cost. By using known and observed market
prices at the time the forecast is produced in addition to reviewing other public forecasts, as
described in DEF’s responses to Questions 9 and 11, DEF is using the best available information
in developing its fuel forecasts.

Please provide the percent error in DEF’s delivered natural gas price forecasts out 3 to 5
years for 2017 through 2019, using the data found in the Company’s Ten-Year Site Plans,
by populating the following tables:

Natural Gas Price Forecasts
Natural Gas Price Annual Forecast ($/MMBtu)

Year Years Prior
5 4 3
2017
2018
2019
Average

Accuracy of Natural Gas Price Forecasts
Natural Gas Price Annual Forecast Error Rate

Year (0)
Years Prior
5 4 3
2017
2018
2019
Average
Natural Gas Price Actuals
Actual
Year Naturgl Gas
Price
($/MMBtu)
2017
2018
2019
RESPONSE:



Natural Gas Price Forecasts

Natural Gas Price Annual Forecast ($/MMbtu)
Year Years Prior
5 4
2017 6.03 5.56 5.23
2018 5.89 5.73 4.62
2019 6.01 5.29 3.95
Average 5.97 5.53 4.60
Accuracy of Natural Gas Price Forecast
Natural Gas Price Annual Forecast Error Rate
Year Years Prior
5 4
2017 41% 31% 23%
2018 30% 27% 2%
2019 53% 35% 1%
Average 42% 31% 8%
Natural Gas Price
Natural Gas Price Annual Actuals ($/MMbtu)
Year Years Prior
5 4
2017 4.26 4.26 4.26
2018 4.52 4.52 4.52
2019 3.93 3.93 3.93
Average 4.24 4.24 4.24

Forecasts made in 2012 - 2015 underestimated the impact of the then new fracking technology
for natural gas extraction. Actual prices for delivered gas in 2008 were above $10/MMbtu and
in some periods above $12/MMbtu. It took several years for forecast trends to fully encompass
the impacts of these new market dynamics in long term forecasts. Thus, DEF, its consultants at
the time, EIA, and most industry participants forecasted a higher price of gas during that period.
As seen in these tables, the gap narrowed significantly over this period as forecasts assimilated
the long-term effects of changes in technology and market structure.

The historic actual prices in this table are reported as the full costs of the delivered natural gas
including the commodity price and both fixed and variable transportation costs. Projected
prices represent the incremental cost of gas consumption and include the commodity price and
the variable transportation costs. This value is used for production cost planning and portfolio
evaluation purposes.





