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In re: Petition for approval to include in base 
rates the revenue requirement for the CR3 
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CERTIFICATE OF SERVICE 

 I HEREBY CERTIFY that STAFF'S FIFTH SET OF INTERROGATORIES TO DUKE 

ENERGY FLORIDA, LLC (NOS. 44-68) has been served by electronic mail to Dianne Triplett 

and John Burnett, Esquires, 299 First Avenue North, St. Petersburg, FL, 33701, 

Dianne.Triplett@duke-energy.com and John.Burnett@duke-energy.com, and that a true copy 

thereof has been furnished to the following by electronic mail this 10th day of September, 2015: 

James W. Brew 
Owen J. Kopon 
c/o Stone Law Firm, Eighth Floor, West Tower 
1025 Thomas Jefferson Street, NW 
Washington, D.C. 20007-0800 
jbrew@smxblaw.com 
ojk@smxblaw.com 
 

 

J.R. Kelly  
Charles Rehwinkel 
c/o The Florida Legislature 
111 W. Madison Street 
Room 812 
Tallahassee, FL 32399-1400 
Kelly.jr@leg.state.fl.us 
Rehwinkel.Charles@leg.state.fl.us 

Jon C. Moyle Jr.  
Karen Putnal 
c/o Moyle Law Firm, P.A.  
118 North Gadsden Street 
Tallahassee, FL 32301 
Jmoyle@moylelaw.com 

 

Matthew R. Bernier 
106 East College Avenue 
Suite 800 
Tallahassee, FL 32301-7740 
Matthew.Bernier@duke-energy.com 

/s/ Rosanne Gervasi 
ROSANNE GERVASI 
Senior Attorney, Office of the General Counsel 
FLORIDA PUBLIC SERVICE COMMISSION 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 
(850) 413-6199 
rgervasi@psc.state.fl.us 
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	STAFF'S FIFTH SET OF INTERROGATORIES TO 
	DUKE ENERGY FLORIDA, LLC (NOS. 44-68)
	INTERROGATORIES
	For the following questions, please refer to page 8, lines 19 and 20 of Mr. Collins’ Direct Testimony, regarding the relative value of “comparable securities.”
	46. What type of securities have underwriters and/or investors used as comparable securities to determine the relative value of pricing securitized utility bonds? 
	47. Do the types of comparable securities differ depending on the characteristics of a particular tranche of securitized utility bonds?
	48. Does the broad-based nature of the true-up mechanism combined with the state pledge serve to effectively eliminate for all practical purposes and circumstances any credit risk associated with the bonds i.e., payment of principal and interest when due?  If so, what other classes of securities have comparable credit features?
	For the following questions, please refer to page 10, line 17 through page 11, line 14 of Mr. Collins’ Direct Testimony, re: “credit spread.”
	49. Will there be any prepayment risk for DEF’s nuclear asset-recovery bonds?
	50. Will there be any significant extension risk for DEF’s nuclear asset-recovery bonds?
	51. What are the best comparable securities to use in determining the appropriate credit spread for DEF’s proposed nuclear asset recovery bonds?
	For the following questions, please refer to page 12, line 22, and page 13, line 17 of Mr. Collins’ Direct Testimony, as well as page 19, line 10 of Mr. Buckler’s Direct Testimony, re: the proposed nuclear asset-recovery bond transaction as being a “negotiated” transaction.
	52. Please list the items that are to be negotiated, in order of importance to the ratepayer.
	53. At what point in the transaction will the negotiations take place?
	54. Will all members of the Bond Team participate actively and visibly in these negotiations?
	For the following questions, please refer to page 13, line 3 of Mr. Collins’ Direct Testimony, re: the underwriters engaging in a multi-step process which is designed to reveal the “market-clearing rate.”
	55. Please describe each step in this multi-step process.  For each step, please describe the role DEF proposes will be played by the Commission’s financial advisor and other members of the Bond Team.
	56. On page 13, line 3 of Mr. Collins’ Direct Testimony, Mr. Collins refers to the “market  clearing rate.”  What do you mean by “market-clearing rate”?
	57. Please describe how the underwriters and other members of the Bond Team will decide whether to increase the credit spread to achieve the market-clearing rate. 
	58. Under what circumstances will the underwriters be asked to use their own capital to purchase a portion of a tranche of bonds in order to avoid increasing the credit spread for all bonds of that tranche?
	For the following questions, please refer to page 14, line 2 of Mr. Collins’ Direct Testimony.  Mr. Collins states that collateral for the proposed nuclear asset-recovery bonds will consist primarily of nuclear asset-recovery property. 
	59. Will that nuclear asset-recovery property be a receivable or a pool of receivables?
	60. Will that nuclear asset-recovery property be a financial asset?
	61. On page 33, line 19 and page 34, line 1 of Mr. Collins’ Direct Testimony, Mr. Collins discuss target investors.  Will the underwriters share with DEF, the Commission and its financial advisor a list of specific investors to be targeted?
	For the following questions, please refer to page 35, line 13 of Mr. Collins’ Direct Testimony.  Mr. Collins states that “[t]he underwriters, in conjunction with the issuer, will begin to disseminate where the bonds will be offered to investors, stated as a credit spread relative to the benchmark rates for each class.”
	62. How is this initial price guidance/credit spread determined?
	63. Will other members of the Bond Team and/or the Commission approve of the offering prices initially and at every stage thereafter?
	For the following questions, please refer to DEF’s Response to Staff Interrogatory No. 11, from Staff’s 2nd Set of Interrogatories to DEF, re: other utility securitization filings DEF reviewed in arriving at its estimate of upfront and ongoing issuance costs.
	64. With respect to these other filings, did any have servicer setup costs similar to what DEF is anticipating?”
	65. DEF answers that it reviewed two other utility securitization filings: the 2013 Appalachian Power deal and the 2014 Consumers Energy Company deal, both of which had completed prior securitized utility bond transactions and therefore “likely already had the infrastructure in place to bill, collect remit, and report on securitization charges at the time of their filing.”  Why did DEF not review the filings of any first-time issuers of securitized utility bonds if DEF believes they would be more comparable to the DEF situation?  For example, why did DEF not review the 2006/2007 filings by Florida Power & Light Company (FPL) in connection with its securitized storm recovery bonds?
	66. Please refer to DEF’s Response to Staff Interrogatory No. 15 from Staff’s 2nd Set of Interrogatories to DEF.  DEF states: “…the project team determined that labor hours and costs could be materially reduced by utilizing an available charge field in the billing system, and thus the total estimate for this IT project is now significantly lower than the above estimate [$1,898,000].”  If the cost estimate is now lower, what is the latest cost estimate?
	For the following questions, please refer to DEF’s Response to Staff Interrogatory No. 21 from Staff’s 2nd Set of Interrogatories to DEF, concerning credit spreads of other securitized utility bonds in 2007 and 2008 that sold before and after the FPL bonds.  DEF states that “the weighted-average credit spread to mid-swaps [for the FPL transaction] was 6 basis points with a weighted average life of 7.15 years.”  DEF then states: “Given this context, I would say that the FPL transaction priced in line with the market.”
	67. Please provide the calculation showing that the weighted average credit spread to mid-swaps for the FPL transaction was 6 basis points with a weighted average life of 7.15 years.
	68. If the correct weighted average credit spread for the FPL transaction was -2 basis points with a weighted average life of 7.15 years, would that change DEF’s conclusion that “the FPL transaction priced in line with the market”?
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