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1 PROCEEDI NGS

2 CHAI RVAN CLARK: All right. Mwving to Item

3 No. 6, M. Futrell.

4 MR, FUTRELL: Good norning, M. Chairnman,

5 Conmm ssioners. Mark Futrell with the staff.

6 Item6 is staff's recomendati on on the

7 petition filed by the Florida Public Uilities

8 conpani es and the Florida D vision of Chesapeake

9 Utilities Corporation for approval to establish

10 regul atory assets for each entity to report certain
11 costs incurred due to COVID 19. The conpani es have
12 requested approval to defer increnental bad debt

13 expense and safety related costs attributable to

14 Covl D- 19.

15 The approval to establish a regulatory asset
16 for accounting purposes does not |limt the

17 Commi ssion's ability to review the proposed

18 amounts, other related matters for reasonabl eness
19 in a future proceeding for potential recovery.

20 Staff recommends that the categories of costs
21 be limted as noted in the recommendati on. Al so,
22 staff recommends that the conpanies be ordered to
23 track any assistance or benefits received by the

24 conpanies in connection with COVI D-19, regardl ess
25 of formor source, that would offset any COVI D 19
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1 rel ated expenses.
2 I n addition, the conpani es should be prepared
3 to explain what actions and efforts they have
4 undertaken to reduce or mnimze these costs, and
5 to maxim ze the recei pt of any avail able COvVI D 19
6 assi stance or benefits.
7 Finally, staff recommends the conpani es be
8 required to file nonthly reports with the
9 Commi ssion identifying the anounts of COVID 19
10 costs incurred, any assistance or benefits received
11 and any cost savings realized. The first set of
12 COVID-19 reports wll be due on Decenber 1st, with
13 updat ed reports due every nonth thereafter until
14 the conpanies file for potential cost recovery.
15 The O fice of Public Counsel would like to
16 address the Comm ssion. Staff is available to
17 answer questions.
18 CHAI RMAN CLARK:  Thank you very much, M.
19 Futrell.
20 Let's begin with FPU, M. Keating.
21 MS. KEATING Good norning, M. Chairman and
22 Conmmi ssi oners.
23 CHAI RMAN CLARK:  Good nor ni ng.
24 M5. KEATING Can you hear ne okay?
25 CHAI RMAN CLARK: Yes, we can hear you fine.
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1 M5. KEATING Beth Keating with the Qunster
2 Law Firmhere this norning for FPUC. Thank you for
3 this opportunity to address you on this item M ke
4 Cassel, Derrick Craig and Mchelle Napier with the
5 conpany are also on the line and available to
6 answer any questions that you m ght have.
7 Conmi ssioners, just briefly. Like nost of
8 Florida's utilities, the FPUC and Chesapeake
9 el ectric and gas division, which is will just refer
10 to as the conpany, suspended di sconnects in Mrch
11 in an effort to ease the burden on custoners facing
12 I ncreased econom ¢ burdens as a result of the COVID
13 pandem c.
14 Like the other utilities that you heard
15 earlier, the conpani es have worked hard to keep
16 their custonmers and enpl oyees safe, while their
17 custoner care representati ves have kept custoners
18 i nformed and provi ded additional assistance to
19 custonmers i n need through paynent plans and
20 gui dance to additional resources for paynent
21 assi st ance.
22 The conpanies fully appreciate the inpacts
23 that COVI D has had, and continues to have, on nany
24 of its customers' lives and finances. As such,
25 Conm ssi oners, upon reflection, the conpani es agree
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1 with your staff's recommendation as it relates to

2 the establishnment of the requested regul atory

3 asset, including staff's recommendati on that | ost

4 revenues in the formof uncollected |ate fee

5 revenues i s not appropriate under these

6 ci rcunst ances.

7 Est abl i shing regul atory assets for bad debt

8 and for increnmental safety costs, though, just

9 makes sense. It will provide an appropriate

10 accounting nechanismfor the conmpanies to track

11 their costs and a platformfor the Conm ssion's

12 subsequent review and determ nation as to which and
13 how nmuch of these costs are appropriate for

14 recovery through base rate.

15 Conmi ssioners, for these reasons, we ask that
16 you approve your staff's recommendation, and we are
17 here to answer any questions that you m ght have.
18 CHAI RMAN CLARK: Thank you, Ms. Keati ng.

19 Ms. Chri stensen.

20 M5. CHRI STENSEN. Good norni ng again,

21 Commi ssioners. Patty Christensen with the Ofice
22 of Public Counsel.

23 We have several points that we would like to
24 make for the record. W would like to echo several
25 of the points made by ny coll eagues in prior
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1 COVID-19 regul atory asset dockets.

2 We agree that this request for regulatory

3 asset is a substantial decision being nmade by the

4 Conmi ssion that requires a point of entry be

5 granted to the parties to protest any decision by

6 t he Comm ssion as staff has recognized in their

7 prior reconmmendation. As such, we believe that

8 FPUC s petition for a regulatory asset is neither

9 prelimnary or procedural. W believe that before
10 t he Commi ssi on approves the creation of a

11 regul atory asset for any COVID 19 rel ated costs,

12 the Conm ssion should require an evidentiary basis
13 for such approval.

14 This petition and this recommendati on | acks

15 any denonstration or analysis of the financial

16 integrity issues that the utilities which could

17 make the creation of a regulatory asset necessary.
18 O her than asserting additional costs were

19 incurred by the utility, which they say are rel ated
20 to COVID- 10, such as increased bad debt, safety

21 costs for PPE, testing and other simlar type

22 equi pnrent, and | ost revenue, no allegation was nade
23 that the conpany was earning below its authorized
24 range. And if it was earning blow by how nmuch?

25 The rationale in the reconmendation for
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1 granting the regulatory asset is that the concept
2 of deferral accounting allows conpanies to defer
3 costs due to events beyond their control and seek
4 recovery for rates at a later tinme. |f the subject
5 costs are significant, the alternative would be for
6 a conpany to seek a rate proceeding each tine it
7 experi ences and docunents events.
8 To determne if these events are significant
9 in the inpact on the conpany, there needs to be
10 evi dence regarding the inpact to the conpany's
11 earnings. |If the conpany is earning withinits
12 range, the costs are not significant enough to
13 require a rate case and any formof rate relief,
14 t hus, defeating the need for regul atory asset.
15 Even if the conpany earns bel ow the authorized
16 range, the Conm ssion shoul d determ ne what portion
17 of these costs are causing themto earn bel ow t he
18 aut hori zed range, because any portion of the cost
19 t hat does not cause the conpany to earn below their
20 range are being recovered even if the conpany is
21 still earning a fair rate of return.
22 Thi s request al so assunes that FPUC s
23 custoners should be the only ones that shoul d bear
24 the costs of COVID 19, specifically those custoners
25 who are paying their bills and living with the
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1 i mpacts of COVID-19. This is unfair, especially
2 when the conpany has nade no showing that it's
3 earnings -- that it's earning below its range, nor
4 that it has made efforts to reduce or control
S costs.
6 The establishnment of a regul atory asset
7 requires the probable, if |ikely, recovery of nost,
8 if not all of the anmpbunt accrued for the regul atory
9 asset. This nust be based on conpetent and
10 substanti al evidence at a mninmum that these costs
11 are appropriately recoverable as COVID 19 rel at ed
12 costs, and what, if any, is the financial need for
13 the regul atory asset which has not even been
14 alleged in this case.
15 Thus, OPC objects to granting this request to
16 establish a COVID 19 regul atory asset at this tine.
17 However, notw t hstandi ng our objection, we agree
18 with the recommendation that |ost revenue is an
19 I nappropriate category to be included within
20 regul atory assets. W also agree that if any
21 regul atory asset is granted related to COVI D-19
22 costs, the COVID-19 rel ated costs and any offsets
23 shoul d be recorded and maintained in a detailed
24 manner and provi ded nonthly.
25 We al so agree that the conpani es should be
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1 t aki ng advant age of and making all reasonabl e

2 efforts to reduce these types of COVID 19 rel ated
3 costs.
4 Thank you, and OPC is available for any
S guesti ons.
6 CHAI RVAN CLARK: Thank you, Ms. Chri stensen.
7 Conmi ssi oners, any questions?
8 Conmi ssi oner G aham
9 COW SSI ONER GRAHAM  Thank you, M. Chair man.
10 My question is to staff.
11 We got these nonthly reports comng in for
12 this regulatory asset. |Is it possible if we find
13 sonething in the reports that we don't think in
14 those regul atory asset to actually renove them
15 prior to a rate case? And if so, how do we go
16 about doing that?
17 CHAl RVAN CLARK: M. Futrell.
18 MR, FUTRELL: | amgoing to ask M. Maurey to
19 address that question.
20 MR, MAUREY: Good norning, Comm ssioners,
21 Andr ew Maur ey.
22 | don't believe we have that ability to -- to
23 pull things out increnentally over tine. It would
24 be better to look at it at the end. But getting
25 the parties -- the Comm ssion's expectations up
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10

1 front should help narrow what is recorded in the

2 regul atory assets.

3 COMWM SSI ONER GRAHAM Wl |, then what is the

4 pur pose of the nonthly reports if there is nothing

S we can do with thenf

6 MR, MAUREY: Well, | don't think there is

7 not hing we can do with them W can nonitor what

8 Is being accrued. W can see how it grows over

9 time that they are going to record them each nonth,
10 and then when we do get to the hearing, if there

11 are irregularities, we can ask about them It wll
12 hel p for discovery to know how t hese anobunts grew
13 regularly over tinme as opposed to just one [unp sum
14 at the end.

15 COMWM SSI ONER GRAHAM Wl |, I'mnot all that

16 famliar with Wll Street. What happens if one of
17 our utilities shows up with a $300 mllion

18 regul atory asset and we decide that two-thirds of

19 it is not prudent and now we cut it 50 percent, how
20 does WAlIl Street react to sonmething |ike that as

21 they are going into a rate case -- or actually as
22 they are in a rate case?

23 MR, MAUREY: That's an extrene exanple, but |
24 believe the investnent community is | ooking

25 favorably upon the creation of regulatory assets in
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11

1 general , because it's recognizing the essenti al
2 nature of these busi nesses, that these costs are
3 bei ng tracked for potential recovery.
4 Now if a particular utility failed to foll ow
5 t he Conm ssion's expectations or guidance and put
6 too much into that regulatory asset and it was
7 | ater disallowed, |I don't see that how coul d be
8 vi ewed unfavorably on the Conm ssion. That would
9 upon the -- the conpany that took those actions.
10 COMW SSI ONER GRAHAM  Ckay. Thank you.
11 CHAI RMAN CLARK: | guess to expand on
12 Conmm ssi oner Grahami s question, give us sone
13 exanples, M. Maurey, of the types of itens that
14 woul d be included as a regul atory asset and as
15 opposed to itens that you m ght just expend. Can
16 you share sone just common exanpl es of what a
17 utility would record?
18 MR. MAUREY: Yes. Thank you.
19 Wth respect to increnental bad debt, we are
20 | ooking at -- and the conpani es have all offered
21 this in their petitions, that they will | ook at the
22 | evel s of bad debt in a given nonth over a
23 three-year period and conpare it to what the bad
24 debt was in a subject nonth, and thereby
25 determ ni ng what increnental bad debt regarding
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12

1 COvI D.

2 That doesn't include, as you have heard

3 earlier today, |late fees, or reconnection charges,

4 or disconnection charges. Al of that is waived.

5 So it's just increnental bad debt that arose as a

6 result of the pressures of COVI D 19.

7 Wth regard to safety related costs, the

8 initial petitions focused on expenditures

9 associated with testing and nonitoring enpl oyees,
10 t he purchase of personal protective equi pnent, |ike
11 masks and gl oves, increnental anobunts related to

12 sanitation efforts and other safety protocols

13 recommended by the CDC. What m ght not be incl uded
14 are -- are sone other itens.

15 That list could be I engthy, but those are the
16 itenms that we are |ooking for. Those are the

17 expectations we believe the Conm ssi on has what

18 woul d be included under safety rel ated costs.

19 CHAI RMAN CLARK: And again, you are -- you

20 keep using the term"increnental". They have a

21 traditional historical budgeted anobunt, spent

22 anmount, | ooki ng back over the |ast three years, and
23 so what you are actually | ooking at and potentially
24 recording here is the new costs, additional costs
25 that were strictly related to COvVID-19, correct?
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13

1 MR, MAUREY: Absolutely. That's a very good

2 point. Increnmental costs, yes.

3 CHAI RMAN CLARK: Ckay. Conm ssioners, other

4 guestions?

S Conmmi ssi oner Fay.

6 COW SSI ONER FAY: Thank you, M. Chairman.

7 It may be nore of a comment. | may ask a

8 point of clarification fromstaff, but, you know,

9 we take all these itens individually as they are

10 proposed to the Conm ssion; however, you can't help
11 but sort of recognize the big picture of these

12 regul atory assets and the different utilities that
13 we are seeing themcone in from the reality that
14 states all over the country are dealing with this
15 and trying to figure out the best way to nove

16 f or war d.

17 | have been educated by our staff on -- on

18 t hese, and have evol ved ki nd of my understandi ng.
19 I nean, | think there -- the consensus, for the

20 nost part, is that you have got this initial

21 creation of the asset, and there is sone di scussi on
22 as to what is included or excluded for that

23 portion. And on the back end, there is sone nore
24 specifics related to the prudence analysis, and |
25 t hi nk both of those nmake sense.
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14

1 | do feel that it's helpful to recognize

2 sone -- sone boundaries, sone basis or foundation

3 for going forward with the utilities to submt that

4 formon the second part of our analysis. And I

5 t hi nk Comm ssi oner Brown and the parties have

6 poi nted out, these may be directed toward rate

7 cases and resolved under that nature, in which case

8 it's still hel pful to provide sonme of that

9 gui dance.

10 So |l -- 1 do support staff's recommendati on,
11 and | think it's significant that the

12 recommendati on and -- and both of the parties

13 speaking on this today recognize that | ost revenues
14 IS not an appropriate thing to include in this

15 calculation. And so | know that each one of these
16 will come with their specifics and the Conm ssion
17 wi |l make an anal ysis on that.

18 | do think it's inportant that there is sone
19 recognition that increnental bad debt is a

20 signi fi cant conponent of those comng forward. |
21 think the markets recognize that, and | think there
22 Is some real value in Florida noving swiftly |ike
23 we' ve done on those.

24 | think the safety conponents are inportant,
25 and | think they are valid in this analysis. And I
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15

1 think the | ost revenue conponents maybe coul d be
2 persuasive, but it's very unlikely at this point,
3 at least for me, to include those. And | think
4 sone of that structure is helpful for the utilities
5 to understand what they could submt going forward
6 so they have sone direction from-- fromus. | am
7 one of five, but | do think that's hel pful as we
8 nove forward wth these.
9 So those are ny comments, M. Chair. |I'm
10 happy to nove it, but | amsure there -- there are
11 ot her comments here.
12 CHAI RVAN CLARK: Thank you, Conm ssioner Fay.
13 Conmm ssi oner Pol mann.
14 COW SSI ONER PCLMANN:  Thank you, M.
15 Chai r man.
16 | gather fromthe -- fromthe coments from
17 Ms. Christensen, and -- and sone of the discussion
18 here, that one of the primary factors with this
19 itemis what exactly goes into the regul atory
20 asset? And | amtrying to understand whether there
21 is an opportunity for that list to be fluid, if you
22 will, if the argunent about the creation of the
23 regul atory asset enconpasses the full breadth of
24 t he conponents of the regul atory asset.
25 So the notion of issuing it as a PAA creating
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16

1 a point of entry, enables the discussion and -- and
2 I wll say the dispute over what itens, if you
3 will, gointo the asset, and that that then is
4 fixed, which is distinct fromthe -- fromthe idea
5 that you have increnental costs, but it's by
6 cat egory.
7 So can anyone address that? Is -- is that the
8 nature of the question, or is the increnental
9 nature that, well, we don't know exactly what's
10 going to go into it, but we wll decide that and we
11 will report, and then naybe back to Conm ssi oner
12 Grahaml s question. So we are getting a report on
13 this, and then what do we do with it? Do we allow
14 things to cone in, or not --
15 CHAI RVAN CLARK: M. Maurey --
16 COW SSI ONER POLMANN:  -- is there any coment
17 by staff on --
18 CHAI RMAN CLARK: M. Maurey, would you like to
19 address that?
20 MR MAUREY: VYes, | will -- 1 will make an
21 att enpt .
22 W are trying, with this recomendation, to --
23 to express those expectations. |If you go back to
24 the very first petition with Gulf, it was limted
25 to increnental bad debt resulting fromthe COVID
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1 pandem c, and increnmental safety related costs, and
2 there was a |ist.
3 Now, over time, the definition with each
4 subsequent applicant, the definition of what was
5 i ncluded in dad debt expense coul d have expanded,
6 and the definition of what m ght qualify as safety
7 rel ated costs certainly expanded.
8 So we are trying, in this attenpt, in this
9 recommendation to narrow that. |It's ultinmately the
10 Conmmi ssion's judgnment what's appropriate for
11 recovery, but it's always been the burden of the
12 conpany to denonstrate not only that the subject
13 costs are appropriate for recovery, but also that
14 the anounts incurred are reasonable. That burden
15 has never shifted. It's always been on them and
16 it always will be on them but it will ultimtely
17 be the Comm ssion's judgnent at the end whet her
18 that occurs-ed, whether what they said they were
19 going to put in there and the anounts, because al
20 of them have nmentioned that they don't know when
21 this pandemc will end. They don't knowif it's
22 going to ranp down, or ranp up, and how these costs
23 m ght change over tinme, or how long tinme m ght
24 actual ly be.
25 So it's difficult to -- to get a handle on
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1 those factors, but we believe -- staff believes the
2 recommendation as franmed is trying to put those
3 expectations into greater relief, and that the
4 conpanies w |l abide by them
5 CHAI RMAN CLARK:  Thank you, M. Maurey.
6 COW SSI ONER POLMANN: M. Chai rman, |
7 appreci ate that explanation. M concern, and then
8 perhaps it supports the notion that this is a PAA
9 and subject to, | will sinply call it a challenge,
10 as M. Maurey indicated, in the first instance, the
11 first occurrence, there was very explicit two
12 categories of costs that were included, and that we
13 have an evolving situation. And | wll nmake a
14 di stinction between if we have a category of costs
15 and then over tinme, and with an unknown end poi nt
16 in time, that the costs accunul ate, and then the
17 prudence issue is tested at the end within the
18 category of costs, that's one issue. A separate
19 i ssue is, you have a regul atory asset, but you
20 continue over tine to add different types of costs.
21 Those are two distinctly different things.
22 And | see that as a significant itemsubject to
23 di spute. W seem nore reasonable to have that --
24 have that discussion on the front end rather than
25 t he back end.
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1 But I don't know that there is an answer to
2 that today, but | certainly understand the concern
3 that's being raised by OPC. | just want -- | just
4 want to respect that concern.
5 Thank you, M. Chairnman.
6 CHAI RVAN CLARK: Thank you, Conm ssioner
7 Pol mann.
8 O her questions?
9 Conmi ssi oner Brown.
10 COMWM SSI ONER BROMWN: | do appreciate the
11 di al ogue, Comm ssioners, so thank you so much for
12 your questions. They have been really great.
13 | just wanted to be clear -- to nmake clear
14 that staff is not recommendi ng inclusion of hazard
15 pay in this request, as they say, you know, safety
16 related costs, so | just wanted that on the record.
17 CHAl RVAN CLARK: That is correct. Yes.
18 COMWM SSI ONER BROMN:  Thank you.
19 CHAI RMAN CLARK: Al right. W will entertain
20 a notion.
21 COW SSI ONER FAY: M. Chairman, | woul d nove
22 staff recomrendation on all issues.
23 CHAI RMAN CLARK:  Thank you, Comm ssioner Fay.
24 Do | have a second?
25 Conmi ssi oner Brown seconds the notion.
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1 COW SSI ONER BROWN:  Second.

2 CHAI RVAN CLARK: Any di scussi on?
3 All in favor say aye.

4 (Chorus of ayes.)

5 CHAI RMAN CLARK:  Opposed?

6 (No response.)

7 CHAI RVAN CLARK: Mpbtion carries.

8 (Agenda item concl uded.)

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
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