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I. QUALIFICATIONS AND SUMMARY 

Qualifications 

Please state your name and business address. 

My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc. 

("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, 

Georgia 30075. 

What is your occupation and by whom are you employed? 

I am a utility rate and planning consultant holding the position of Vice President 

and Principal with Kennedy and Associates. 

Please describe your education and professional experience. 

I earned a Bachelor of Business Administration in Accounting degree and a 

Master of Business Administration degree, both from the University of Toledo. I 

also earned a Master of Arts degree from Luther Rice University. I am a Certified 

Public Accountant, with a practice license, and a Certified Management 

Accountant. 

I have been an active participant in the utility industry for more than thirty 

years, both as a consultant and as an employee. Since 1986, I have been a 

consultant with Kennedy and Associates, providing services to consumers of 

utility services and state and local government agencies in the areas of utility 

planning, ratemaking, accounting, taxes, financial reporting, financing and 

management decision-making. From 1983 to 1986, I was a consultant with 
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Energy Management Associates, providing services to investor and consumer 

owned utility companies in the areas of planning, financial reporting, financing, 

ratemaking and management decision-making. From 1976 to 1983, I was 

employed by The Toledo Edison Company in a series of positions providing 

services in the areas of planning, accounting, financial and statistical reporting 

and taxes. 

I have appeared as an expert witness on utility planning, ratemaking, 

accounting, reporting, financing, and tax issues before state and federal regulatory 

commissions and courts on nearly two hundred occasions. In many of those 

proceedings, I have represented state and local ratemaking agencies or their 

Staffs, including the Louisiana Public Service Commission, Georgia Public 

Service Commission and various groups of Cities with original rate jurisdiction in 

Texas. I also have appeared before the Florida Public Service Commission 

("Commission") in numerous proceedings, including the four most recent Florida 

Power& Light Company base rate proceedings in Docket Nos. 120015-EI (2012), 

080677-EI (2009), 050045-EI (2005), and 001148-EI (2002). I have developed 

and presented papers at various industry conferences on ratemaking, accounting, 

and tax issues. My qualifications and regulatory appearances are further detailed 

in my Exhibit_(LK-1 ). 

On whose behalf are your testifying? 

I am providing. testimony on behalf of the WCF Hospital Utility Alliance 

("HUA''), a group of hospitals and healthcare facilities that take electric utility 

service from Tampa Electric Company (the "Company"). 
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The purpose of my testimony is to: 1) address and make recommendations 

regarding the operation and maintenance ("O&M") expense included in the 

Company's claimed revenue requirement, 2) quantify the effect of an adjustment 

to the other revenue included in the Company's claimed revenue requirement, and 

3) quantify the effect of HUA witness Mr. Richard Baudino's return on equity 

recommendation on the Company's claimed revenue requirement. 

Please summarize your testimony. 

I recommend that the Commission reduce the Company's claimed revenue 

requirement by $40.898 million to reflect a reduction in O&M expense to a just 

and reasonable amount. From a ''top-down" perspective, the Company's request 

is excessive and represents an 18.4% increase over 2012, the most recent year for 

which actual amounts are available. The Company's request reflects a wish list of 

increased spending and is not justified by the present economic realities or by the 

expansion of service or work-scope activities. After its last base rate case in 

2009, the Company initially reduced its O&M expense in 2010 and then carefully 

and successfully managed it through 2012 so that there essentially was no growth 

over that sustained period. The Company did so by implementing more efficient 

processes and investing in new systems to offset the effects of inflation and other 

growth drivers.1 The Commission should direct the Company to continue this 

approach and limit any increase in O&M expense since 2012 to 4.7%, or a 2.3% 

annual growth rate to reflect the net effects of inflation, offset by the Company's 

The costs of these investments and the investments that will be incurred in 2013 and 2014 are 
included in the Company's rate base in this proceeding and should continue to reap savings as 
well as allow the Company to achieve additional savings. 
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continuing and additional efficiency improvements, and to reflect limited growth 

in the expansion of work-scope requirements due primarily to government 

regulations. 

I also address specific "bottoms-up" adjustments to the Company's 

proposed O&M expense in further support of my recommendation to limit the 

increase in O&M expense from a top-down perspective. More specifically, the 

following adjustments would be appropriate under a "bottoms-up" 

approach: 

Summary of HUA Issue-Specific O&M Expense Reductions 

($Million) 

Reduce Big Bend Planned Maintenance Outage Expense to Reflect Historic Levels 

Reduce Distribution Operation and Maintenance Expense to Reflect Historic Levels 

Reject Increase in Performance Sharing Plan Incentive Compensation 

Reject Stock Compensation Expense 

Normalize Injuries and Damages Expense to Reflect Recent Historic Levels 

Reduce Affiliate Charges in to Reflect TECO Energy Acq of New Mexico Gas Co. 

Reduce Proposed Increase in Call Center Expense 

Eliminate Proposed Increase in Uncollectible Accounts Expense 

Reduce Proposed Increase in Legal Expenses 

Sum of HUA Issue-Specific Recommendations 

$7.145 

5.317 

5.304 

5.084 

L728 

2.900 

1.575 

1.302 

1.521 

$31.876 

In addition to my recommended reduction in O&M expense, I recommend 

that the Commission increase other revenues by $4.920 million to reflect the fact 

that Calpine recently notified the Company of its intent to rollover a portion of its 

transmission load under the Companfs Open Access Transmission Tariff 

("OA Tf"). The Company incorrectly assumed that the Calpine load would be 

terminated in its filing. 

Finally, I quantify the effect of Mr. Baudino's 9.3% return on equity 

recommendation compared to the Company's request for an 11.25% return on 

equity. The effect is a reduction in the Company's claimed revenue deficiency of 
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$58.375 million, assuming no adjustments to rate base or adjustments to the 

Company's proposed capital structure. Each 1.0% return on equity is equivalent 

to $29.936 million in the base revenue requirement, again, assuming no 

adjustments to rate base or capital structure. I also describe the additional effects 

of the return on equity on various clause revenue recoveries and on the cost of 

plant included in rate base and the related depreciation expense. 

I address each of these issues in more detail in the same sequence that I 

summarized my recommendations. 

II. O&M EXPENSE IS EXCESSIVE FROM BOTH A "TOP-DOWN" 
PERSPECTIVE AND BASED ON SPECIFIC "BOTTOMS-UP" 

ADJUSTMENTS 

O&M Expense is Excessive from a "Top-Down" Perspective 

Please describe the O&M expense included in the Company's proposed 

revenue requirement. 

The Company proposes $354.531 million in O&M expense for the test year (on a 

jurisdictional basis), excluding amounts recovered outside of the base revenue 

requirement through the Fuel Adjustment Clause ("F AC"), Environmental Cost 

Recovery Clause ("ECRC"), and the Energy Conservation Cost Recovery Clause 

("ECCR"). The Company's O&M expense request is summarized on Schedule 

C-2 and is detailed on various schedules included in its filing. 
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• Q. How does the Company's test year request for O&M expense compare to 

2 2012, the historical prior year? 

3 A. The Company's test year request for O&M expense reflects significant proposed 

4 growth compared to the actual historical prior year 2012. The Company proposes 

5 an increase of $51.164 million on a total Company basis, or 16.3%, over the 

6 amount it actually incurred in 2012 ($364.126 million less $312.962 million). 

7 The Company provided its requested test year (2014), projected prior year (2013), 

8 and historical prior year (2012) O&M expense on a total Company basis, adjusted 

9 for proformas, and adjusted to exclude the O&M expense recovered through the 

10 various clauses on Schedule C-36 in its filing. 

II On a jurisdictional basis, the increase is even greater than on a total 

• 
12 Company basis. The Company proposes an increase of $54.985 million, or 

13 18.4%, in the test year compared to 2012. On a jurisdictional and adjusted 

14 proforma basis, the Company's projected test year O&M expense is $354.531 

15 million compared to the actual $299.546 million incurred in 2012. The Company 

16 provided the adjusted proforma O&M expense information by year on a 

17 jurisdictional basis in Document 16, an attachment to Mr. Chronister's Direct 

18 Testimony. 

19 

20 Q. How does the Company's test year request for O&M expense compare to the 

21 pattern of actual O&M expense since 2009, the year of the Order in its last 

22 base revenue proceeding, through 2012? 

23 A. Since the Order in early 2009, the Company (through its parent company, TECO 

• 24 Energy, Inc.) restructured its operations in the second half of 2009, successfully 
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reduced its O&M expense in 2010 compared to 2009, and then managed and 

controlled its O&M expense so that it remained essentially flat through 2012. 

TECO Energy, Inc.'s 2009 SEC Fonn 10-K stated that mid-year it "announced 

organizational changes and a new senior executive team structure as part of its 

response to industry changes, economic uncertainties and its commitment to 

maintain a lean and efficient organization." [TECO Energy� Inc. 2009 10-K at 

164 ]. In his testimony in this proceeding, Company witness Mr. Brad Register 

describes the 2009 restructuring and the Company's "continuing desire to 

maintain a lean and efficient operation." [Register Direct Testimony at 7]. Mr. 

Register states: 

the Florida operations were streamlined and integrated to capture 
efficiencies and synergies throughout the entire organization. This 
integration led to a net reduction of 169 positions at Tampa 
Electric without adversely affecting service to our customers. All 
areas and levels of the organization were affected, excluding front 
line personnel. 

[Register Direct Testimony at 7]. 

With respect to the Company's operating expenses, TECO Energy, Inc.'s 

2010 .10-K stated: 

[e]xcluding all FPSC-approved cost recovery clause-related 
expenses, the 2009 restructuring charges and the write-off of 
project development costs, operations and maintenance expense 
increased $5.1 million in 20!0, due to the accrual of perfonnance­
based incentive compensation for all employees partially offset by 
lower spending on generating unit maintenance and other savings 
as a result of the · 2009 restructuring actions. Tampa Electric 
expects operation and maintenance expense, excluding fuel and 
purchased power, to decrease in 2011, assuming nonnal levels of 
employee incentive compensation accruals. 

[TECO Energy, Inc. 2010 10-K at 46-47]. 

TECO Energy, Inc.'s 2011 10-K stated: 
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[e]xcluding all FPSC-approved cost recovery clause-related 
expenses, operations and maintenance expense decreased $23.6 
million driven primarily by lower accruals for performance-based 
incentive compensation for all employees and other benefit costs, 
lower power plant maintenance costs, and lower costs to operate 
and maintain the transmission and distribution system. Tampa 
Electric expects operations and maintenance expense to increase in 
2012 driven primarily by higher employee-related expenses, and 
higher costs to operate the transmission, distribution and power 
generating systems. 

[TECO Energy, Inc. 2011 10-K at 48]. 

In its 2012 10-K, TECO Energy, Inc. stated that with respect to the 

Company's electric operation results: 

O&M expense, excluding all FPSC-approved cost-recovery 
clauses, increased $11.8 million reflecting higher generating 
system maintenance expenses, higher costs to operate and maintain 
the distribution system and higher pension and other employee 
benefit expenses, partially offset by lower bad-debt expense. 

[TECO Energy, Inc. 2012 10-K at 40]. I have included these referenced excerpts 

from TECO Energy, Inc.'s 2009, 2010, 2011 and 2012 10-K filings as my 

Exhibit_(LK-21). 

In summary, there actually was a net decrease in O&M expense over the 

2010-2012 period compared to 2009, excluding the effects in 2009 of the 

restructuring charges and project development write-off costs. The Company's 

ability to achieve essentially flat O&M expenses since the last Order through 

2012 stands in stark contrast to its request for an increase of $54.985 million, or 

18.4%, from 2012 to the 2014 test year. 

Why is this history relevant to the Company's request in this proceeding? 

It is relevant because the Commission must judge whether the Company's request 

is just and reasonable. The starting point for that judgment is to make a "top-
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down" assessment by comparing the total requested O&M expense in the test year 

to the total actual O&M expense incurred in prior years. This judgment is 

particularly important because the test year is projected and reflects the 

Company's wish list for O&M expense for a period that is two years beyond the 

most recent calendar year for which actual results are available. 

The Company claims that its request reflects the return to a "normal" level 

of operations after several years of reduced and deferred activities. The question 

the Commission must answer is whether, and, if so, to what extent, this assertion 

is correct given the Company's self-interest in this proceeding to project 

significant increases in the test year. The best evidence in support of or against 

the necessity of such significant increases is the Company's own experience and 

statements over the last several years in response to the minimal sales growth and 

the "industry changes, economic uncertainties and its commitment to maintain a 

lean and efficient organization" cited in its 2010 1 0-K. 

The compelling actual evidence is that the Company can successfully 

manage and control its O&M expense if it has the real-world incentive to do so. 

The Commission found in the 2009 rate case that the Company's O&M expense 

request was excessive and reduced it by $23.977 million from the amount 

requested by the Company. Company witness Chronister states that in response 

to this reduction, the Company took "proactive steps to reduce O&M expense 

from budgeted amounts." [Chronister Direct Testimony at 31]. I have attached a 

copy of the Schedule included in the Commission's Order'in the 2009 proceeding 

summarizing the Company's request and the Commission's adjustments as my 

Exhibit_(LK-2). 
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•• 1 Q. How does the Company's request for an increase of 18.4% in jurisdictional 

2 O&M expense in the test year over the 2012 prior year actual compare to an 

3 increase that reflects only the Company's projection of inflation over the two 

4 year period, assuming no improvement in efficiencies and no changes in 

5 work-scope? 

6 A. The increase in jurisdictional O&M expense over the two year period would be 

7 $14.087 million, a mere fraction of the jurisdictional $54.985 million increase 

8 proposed by the Company in this proceeding. I used the Company's projections 

9 of inflation to quantify this increase. The Company projects increases in inflation 

10 as measured by the CPI of 1.99% in 2013 and 2.66% in 2014, as shown on 

11 Schedule C-36 in its filing, an average of 2.3% annually, or 4.7% over the two 

• 
12 year period. I computed the portion of the requested increase due to inflation 

13 alone by applying the Company's inflation rates as shown on Schedule C-36 to 

14 the $299.546 million Gurisdictional) actually incurred in 2012 as shown on 

15 Document 16 attached to Mr. Chronister's Direct Testimony. The application of 

16 these inflation rates to the 2012 jurisdictional amounts results in an inflation 

17 adjusted amount of $313.633 million Gurisdictional) for the test year. 

18 

19 Q. Is a jurisdictional O&M expense of $313.633 million just and reasonable 

20 considering the effects of inflation, improvements in efficiencies, additional 

21 investment in systems and other plant to achieve those efficiencies, and 

22 limited increases in work-scope activities, assuming that the Company 

23 continues its three year history of cost control as a "lean and efficient 

• 24 organization" and that the additional investments in systems and other plant 
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to achieve those efficiencies are included in rate base? 

Yes. Consequently, I recommend a reduction in the Company's requested O&M 

expense of $40.898 million to $3I3.633 million on a jurisdictional basis. The 

Company has not justified an increase in O&M expense in the test year compared 

to 20 I2 of more than $I4.087 million. The Commission should hold the line 

against unbridled projected O&M expense increases. This recommendation is 

consistent with the Mr. Hornick's Direct Testimony wherein he states that: 

there has been a focus on controlling O&M expenses, particularly 
since 2009. Expense spending budgets have been held essentially 
flat, which has required the company to offset increases in labor, 
materials and other costs with reduced spending and efficiency 
measures across the company. 

[Hornick Direct Testimony at II]. 

Have you compared the Company's proposed 2014 O&M expenses to the 

most recent year for which actual information is available on an account 

level basis to determine where the Company proposes to increase its O&M 

expense? 

Yes. The Commission must determine the just and reasonable level of O&M 

expense. Although I recommend that it do so through a ''top-down" approach, I 

also provide a supplemental "bottoms-up" analysis of specific issues in further 

support of my recommendation to disallow a portion of the Company's requested 

increase. This approach was necessary due to the lack of testimony addressing 

the reasonableness of the increase beyond general descriptions of a "return" to 

"normal" spend rates, whatever that abstract description means and however the 

Company may define "normal." The Company should not be allowed to define 
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"normal" as the level it spent prior to its response to the last Order in 2009. The 

pre-2009 levels no longer are relevant or applicable due to the systemic 

organizational and process changes implemented by the Company in 2009 and · 

thereafter. A more relevant and correct definition of "normal" should be 2012 

because it reflects the changes implemented in 2009 and thereafter. The 2012 

prior historical year represents the most recent year for which actual amounts are 

available and the most recent year in which the Company had a direct self-interest 

in controlling and minimizing increases in its O&M expenses. The Company 

provided its actual O&M expenses and projected test year expenses by Federal 

Energy Regulatory Commission ("FERC") O&M expense account on Schedule 

C-6 in its filing. 

HUA, the Florida Office of Public Counsel ("OPC"), and the Commission 

Staff ("Staff') served numerous interrogatories addressing the significant 

increases in many of these accounts in the test year compared to 2012. This 

comparison on an account by account basis was hindered in part by the fact that 

the Company reviewed its accounting in early 2012 in conjunction with the 

implementation of a new accounting system and changed the accounts it used for 

recording the costs of numerous activities as a result of that review. In many of 

the Company's responses to this discovery, this change in accounting was cited as 

a reason for the significant increases in certain accounts. However, there should 

have been a concomitant reduction in the other accounts if the changes in 

accounting were the sole driver; generally, there were no such reductions, with 

only a few exceptions. 

The resulting difficulty in performing an account by account comparison 
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to determine the reasonableness of the Company's proposed O&M expense spend 

rate leads to the necessity, and reinforces the reasonableness, of the "top-down" 

approach that I recommend the Commission employ in this proceeding. 

Nevertheless, I also have reviewed specific O&M expense areas and specific 

O&M expense accounts to assess the reasonableness of the Company's requested 

increases under a "bottoms-up" analysis. I address these specific issues and set 

forth specific adjustments in the following sections of my testimony based upon a 

"bottoms-up" approach that, in the aggregate, support my recommendation to set 

the allowed O&M expense using a ''top-down�· approach. 

Energy Supply Maintenance Outage Expenses Should Be Normalized to 
Reflect Recent Actual Experience 

Please describe the Company's request to increase the Energy Supply O&M 

expenses in the test year compared to 2012. 

The Company proposes to increase the Energy Supply O&M expense by $21.566 

million (i.e., from $117.274 million in 2012 to $138.840 million in 2014), as 

shown on the revised version of Mr. Hornick's Exhibit No. _ (MJH-1) 

Document 4. 

What has been the Company's recent history of Energy Supply O&M 

expense? 

Since the restructuring in 2009, the Company reduced its Energy Supply O&M 

expense and kept it essentially flat. The Company actually incurred $120.325 

million in 2010, $115.366 million in 2011, and $117.274 million in 2012, 
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according to the revised version of Mr. Hornick's Exhibit No. _ (MJH-1) 

2 Document 4. 

3 

4 Q. How much of the proposed increase in the test year is for planned 

5 maintenance outage expense? 

6 A. The Company seeks an increase of $6.830 million for planned maintenance 

7 outage expense, to $17.585 million in 2014 from $10.755 million in 2012, which 

8 is an increase of 64%. The Company provided the historical O&M expense by 

9 unit in response to OPC's Interrogatory No. 75 ("OPC-I-75") and the test year 

10 O&M expense by unit in response to OPC's Interrogatory No. 77 ("OPC-I-77"). 

11 The increase is primarily related to planned outages for the Big Bend units that 

12 exceed the average O&M expense for these units over the most recent 10 years, 

13 according to the Company's response to OPC-I-75. I have attached a copy of the 

14 response to OPC-I-75 as my Exhibit_(LK-3) and the response to OPC-I-77 as 

15 my Exhibit_(LK-4). 

16 

17 Q. Should the Commission normalize the planned maintenance outage expense 

18 so that it is consistent with historic amounts? 

19 A. Yes. The Company's proposed expense is wildly in excess of the amounts that it 

20 incurred historically. Since 2009, the Company's planned maintenance outage 

21 expense has not exceeded $2.5 million on any one of its four Big Bend units. In 

22 stark contrast to its actual recent experience, the Company proposes planned 

23 maintenance outage expense of $5.4 million on Big Bend 1 and $5.7 million on 

24 Big Bend 4 in the test year. These stark differences and the magnitude of the 
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increase in spending should weigh strongly in favor of normalizing the expense 

based on historic spending levels instead of blindly adopting the Company's 

proposed increase. 

What is the effect of normalizing planned maintenance outage expense? 

The effect, under a "bottoms-up" approach, would be a reduction of $7.145 

million in planned outage expense based on the average of the three most recent 

years for which actual information is available. The average for the years 2010-

2012 is $10.440 million, based on the simple average of the actual annual expense 

amounts provided in the Company's response to OPC-1-75. 

12 ,::C:::,. _ __.::D�is=tr�ib::.:.U::.t:.::i�on::....;:O:;:,.p�e::.:r:..:: a:,:t:,:;iO:;.:: n:....:an::;d=-.:.M=a.:.:: in::.:t::en::;a::.:n::.;C::e::...E=x�::D.:::: en:::S::.:e:..l:.:n::.;C:.::r..::eas=e::..::;iS:...;E:::;X:;C=::e=.::: S�Si:.:;V..:: e..:a:.::n=d 
13 Has Not Been Justified 
14 

15 Q. 

16 

17 

18 A. 

19 

20 

21 

22 

23 

24 

25 

Please describe the increase in projected test year O&M expense compared 

to the actual O&M expense for the distribution operation and maintenance 

expense accounts. 

The test year distribution operation expense is $3.939 million, or 21.0%, more in 

the test year than the Company actually incurred in 20 12, according to Schedule 

C-6. Schedule C-6 provides a comparison of prior year expenses compared to the 

Company's request in this proceeding by FERC O&M expense account. On 

Schedule C-6, the Company reflected $22.715 million in the test year and $18.776 

million in 2012. 

The test year distribution maintenance expense is $3.443 million, or 

13. 7%, more in the test year than the Company actually incurred in 2012, also· 
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according to Schedule C-6. On Schedule C-6, the Company reflected $28.570 

million in the test year and $25.127 million in 2012. 

Did the Company justify these significant increases through the testimony of 

its witnesses, or more specifically, through Ms. Young's testimony? 

No. Consequently, HUA served a series of Interrogatories and Requests for 

Production of Documents ("PODs") addressing the specific accounts where the 

Company proposes significant increases. For example, the Company proposes 

$0.439 million for account 581 load dispatching distribution in the test year 

compared to the actual $0.059 incurred in 2012, an increase of 744.1%. The 

Company explained in response to HUA's Interrogatory No. 76 ("HUA-I-76") 

that $0.439 million of this increase was due to a shift in accounting in mid-2012 

where expenses previously recorded in account 593 were shifted to account 581. 

However, when reviewing account 593, the expense in that account increased by 

$1.584 million in the test year compared to 2012. Thus, this explanation does not 

justify the increase in account 581 that is requested. I have attached a copy of the 

Company's response to HUA-I-76 as my Exhibit_(LK-5). 

As another example, the Company proposes $5.533 million for account 

5 83 overhead line expenses di$tribution in the test year compared to the actual 

$0.750 incurred in 2012, an increase of 637.7%. The Company explained in 

response to HUA' s Interrogatory No. 61 ("HUA-I-61 '') that $4.579 million of this 

increase was due to shifts in accounting in mid-20 12 where expenses previously 

recorded in accounts 580, 588, and 593 were shifted to account 583. However, 

there was no net reduction in these three accounts to offset the increase in account 
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583 due to these "accounting" changes. Instead, these three other accounts 

increased in the test year by a net $2.210 million (account 580 went down by 

$0.147 million; account 588 increased by $0.773 million; and account 593 

increased by $1.584 million). I have attached a copy of the Company's response 

to HUA-1-61 as my Exhibit_(LK-6). 

In short, the Company's explanation of "accounting" changes does not 

justify the increase in account 583 that was requested and does not explain the net 

increases in all four of the affected accounts. 

Aside from the Company's description of accounting changes, do these 

responses otherwise justify the increases in distribution operation and 

maintenance expenses reflected in the Company's projected test year 

revenue requirement? 

No. They merely provide a narrative description of the increases the Company 

included in the test year, but do not justify those increases. These narrative 

descriptions are inherently circular, i.e., the amount increased because it includes 

additional amounts. Further, the accounting changes obscure the details of the 

increases on an account by account basis, but when considered together with the 

other distribution accounts, do not justify the overall increases on an account by 

account basis. 

What is the effect of your recommendation on distribution operation and 

maintenance expense under a "bottoms-up" approach based on these facts? 

The effect, under a "bottoms-up" approach, would be a reduction of $5.317 
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million of the Company's request by reducing the distribution O&M expense to 

2 the average inflation growth since 20 12 projected by the Company and shown on 

3 Schedule C-36. This assumes that any increases due to program or work- scope 

4 expansion are funded through efficiency improvements. This is a reasonable 

5 result given the Company's failure to provide substantive and rational 

6 justifications for the proposed huge increases in these expenses. 

7 

8 Q. One of the drivers of the distribution O&M expense increases is the addition 

9 of 40 positions. Please address the addition of these positions. 

10 A. 

11 

12 

1 3  

The Company asserts that these positions are necessary based on "workload 

projections and apprentices required to replace future front line retirements" and 

to "respond to an aging infrastructure," according to its response to Staff's 

Interrogatory No. 48 ("Staff-I-48"). However, the Company provided no 

14 evidence that the work-scope will be any greater in the test year than it was in 

15 2012 or that the so-called "aging infrastructure" requires more operation or 

16 maintenance expense than it did in 2012 or that the replacement of retiring 

17 workers will be any greater in 2014 than it was in 2012. I have attached a copy of 

18 the Company's response to Staff-1-48 as my Exhibit_(LK-7). 

19 

20 Q. 

21 

22 A. 

2 3  

24 

Do you have any further comments on the Company proposed increase in 

distribution O&M expense in the test year compared 2012? 

Yes. The Company has invested heavily in new infrastructure, which is included 

in the test year rate base through the end of2014. The Company has implemented 

an extensive storm hardening program, including maintenance programs, 
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vegetation management, distribution maintenance, pole replacements, and other 

initiatives and actions, according to the Storm Hardening Plan addressed by Ms. 

Young. (Young Direct Testimony at 26-27]. The Company provided a copy of 

the Storm Hardening Plan in response to OPC's POD No. 76. In addition, the 

Company now is on a cycle-based vegetation management program, which 

ostensibly is lower cost than a reliability-based program. 

These investments and programs, which are paid for by customers, should 

result in continuing and growing savings through the test year. In fact, it is these 

very investments and programs that have enabled the Company actually to 

achieve savings in O&M expense in recent years. These investments and 

programs should operate to continue to restrain growth in the distribution O&M 

expenses in future years. Thus, the Commission should view the Company's 

request for significant increases in these expenses with extreme skepticism and 

instead allow only a reasonable increase consistent with my analysis. The 

Commission, and more importantly, the Company's customers, who have paid 

and continue to pay the costs of these investments and initiatives, should see the 

benefits of these investments and programs in the form of savings. The test year 

expense should reflect the savings in lower O&M expense from reduced work-

scope, not increased O&M expense. 

Incentive Compensation Expense Increase is Excessive and Has Not Been 
Justified 

Please describe the Company's requested increase in Performance Sharing 

Plan ("PSP") incentive compensation expense. 
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· 

The Company proposes to increase the PSP incentive compensation expense by 

2 $5.956 million, from $6.427 million in 2012 to $12.383 million in 2014, 

3 according to the Company's response to OPC's Interrogatory No. 8 ("OPC-I-8"). 

4 The expense in 2012 was based on 2.0% of payroll, according to the Company's 

5 response to OPC's Interrogatory No. 60 ("OPC-I-60"), and the proposed expense 

6 in 2014 is based on 5.0% of payroll, according to Company witness Mr. Brad 

7 Register. [Register Direct Testimony at 18]. The Company has not yet 

8 determined the PSP goals for 2014, but they are expected to be "consistent" with 

9 the goals for 2013, according to Mr. Register. [/d. at 17]. The Company claims 

10 that there is another 7.0% available based on financial performance, but that it did 

11 not include this amount in its revenue requirement, also according to Mr . 

12 Register. [/d. at 18]. I have attached a copy of the Company's responses to OPC-

13 I-8 and OPC-I-60 as my Exhibit_(LK-8) and Exhibit_(LK-9), respectively. 

14 

15 Q. Is the PSP incentive compensation expense discretionary and does the 

16 Company change the goals and percentages from year to year? 

17 A. Yes. The Company reassesses the PSP incentive compensation expense goals and 

18 percentages each year. For example, in 2008, the potential payout was 4.0%, 

19 consisting of 2.25% for various safety and operational goals and 1.75% for 

20 financial goals. However, in 2012, the potential payout was only 2.0%, consisting 

21 only of safety goals due to the failure to achieve the Company's financial goals. 

22 

23 Q . Why is it relevant whether the PSP incentive compensation expense is 

24 discretionary? 
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It is relevant because the Company is under no obligation to continue the PSP or 

2 to set goals that benefit customers or challenge the organization to achieve metrics 

3 that directly benefit customers. In other words, even if the expense is allowed, the 

4 Company is under no obligation to pay these amounts. It may pay less or it may 

5 pay more, depending on the annual targets that it sets and its financial 

6 performance. 

7 

8 Q. What is the effect of your recommendation to reject the proposed increase in 

9 PSP incentive compensation expense under a "bottoms-up" approach? 

10 A. The effect, under a "bottoms-up" approach, would be a reduction of $5.304 

11 million to eliminate the Company's proposed increase. This reduction would 

12 allow recovery of no more than $7.079 million, using the 2.0% payout rate from 

13 2012. This amount reflects the increase in payroll in the test year compared to 

14 2012. To quantify the amount that should be allowed, I used the ratio of the 

15 $6.427 million in PSP incentive expense to the $194.408 million in payroll dollars 

16 in 2012 from the Company's response to OPC's Interrogatory No. 57 ("OPC-I-

17 57") and applied this ratio to the $214.139 million in proposed payroll dollars in 

18 2014, also from the Company's response to OPC-I-57. I have attached a copy of 

19 the Company's response to OPC-I-57 as my Exhibit_(LK-10). 

20 

21 Q. HUA witness Mr. Baudino notes in his testimony that the Company's 

22 conimon equity ratio is greater than the comparative group's. What is the 

23 significance of the common equity ratio on the revenue requirement? 

24 A . Common equity is the most expensive source of financing for two reasons. First, 
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the return on equity generally is much greater than the cost of debt. In this case, 

the Company seeks an 11.25% return on equity, a 5.40% cost of long-term debt, 

and a 1.4 7% cost of short-term debt. The weighted average cost of the long-term 

debt and short-term debt is 5.34%. 

Second, the return on equity must be grossed-up for income taxes. The 

cost of debt is not grossed-up for income taxes. The gross-up factor for the return 

on equity is 1.6322. Thus, the return on equity sought by the Company is 

equivalent to a before tax cost of 18.36%. 

What is the effect of reducing the common equity ratio by 1.0% and 

increasing the long-term debt ratio by 1.0%? 

The effect is a reduction in the revenue requirement of$5.6 million. 

Regardless of whether the Commission employs a "top-down" approach or a 

"bottoms-up" approach to the Company's requested O&M expense, should 

the Commission consider options to incentivize the Company to maximize 

actual PSP incentive compensation tied to a reduction in its common equity 

ratio and an increase in its long-term debt ratio? 

Yes. I recommend that the Commission consider two options to incentivize the 

Company to reduce its common equity ratio. The first option would be to reduce 

the common equity ratio in the rate of return in this case and then allow the 

Company to retain 25% of the
. 
revenue requirement reduction as an increase to the 

PSP incentive compensation expense. In that manner, for each reduction of 1% in 

the common equity ratio, the Commission would reduce the revenue requirement 
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by $5.6 million through a lower rate of return, but then increase it by $1.4 million 

through an increase to the PSP incentive compensation expense. 

The second option would be for the Commission to establish an incentive 

for the Company to reduce its common equity ratio in the next rate case compared 

to the common equity ratio allowed in this case. The Commission could state its 

intent to allow a proforma adjustment to increase the PSP incentive compensation 

expense in the next rate case for 25% of the savings in the revenue requirement 

due to the lower return in the next case. 

Stock Compensation Expense 

Please describe the Company's request for stock compensation expense. 

The Company included stock compensation expense of $5.084 million in the 

revenue requirement for the test year, according to the Company's response to 

OPC-1-57. The Company incurred $2.703 million for this expense in 2010, 

$3.006 million in 2011, and $3.679 million in 2012, according to the response to 

OPC-I-57. Unlike its other benefit costs, the Company expensed the entire cost 

each year and did not capitalize any amount. 

The Company's stock compensation expense is based on the grant and 

payout of performance shares and time-vested restricted stock pursuant to the 

Company's long-term incentive awards, according to TECO Energy, Inc.'s 2013 

Proxy Statement. The payout of these awards is based on the Company's total 

shareholder return compared to the companies in the Dow Jones Conventional 

Electricity and Multiutility subsectors of its utility index, also according to the 

2013 Proxy Statement. I have attached excerpts of the TECO Energy, Inc. 2013 
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Should the Commission include stock compensation expense in the revenue 

4 requirement? 

5 A. No. This expense is incurred to incentivize the financial performance of the 

6 Company, not to achieve operational or customer service goals that may directly 

7 benefit the customers. As such, the expense should be borne by the Company's 

8 shareholder, TECO Energy, Inc. In addition, the Commission should not provide 

9 financial incentives to seek and obtain rate increases and higher authorized returns 

10 on equity, particularly when such increases are paid by the same customers who 

11 are asked to pay for this incentive against their interests. Again, the expense 

12 should be borne by the Company's shareholder, TECO Energy, Inc. 

13 
14 ;:;.F.:... -�ln::.J�.:' u:.:.r.:.:ie:;:;::s�a� n::.:d=--=D�a:.: m=aag e;:;: s::....;:;E::;:: x�p;.:: e:.::ns:;:.::e::....::;S�h� o=u.:,:;ld:......:B::.: e:....;:;.N:.::o�r.::m:.:a:::li=z::: ed::...:t� o�R� e::.::fl::: ec:.:t:....:.:R�ec:::e:.:n::.:. t 
15 Actual Experience 
16 

17 Q. 

18 A. 

Please describe the Company's requested injuries and damages expense. 

The Company proposes injuries and damages expense of $6.806 million 

19 according to its response to OPC's Interrogatory No. 12 ("OPC-I-12"). I have 

20 attached a copy of this response as my Exhibit_(LK-11 ). No witness explicitly 

21 addresses this expense in his or her Direct Testimony. 

22 

23 Q. How does the Company's request compare to its actual expense in prior 

24 years? 

25 A. The Company's request is $1.728 million greater than the $5.078 million average 

26 of the injuries and damages expense actually incurred in the years 2010 through 
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2012. The Company incurred $3.663 million in 2010, $5.018 million in 2011, 

and $6�552 million in 2012, according to its response to OPC-1-12. 

Under a "bottoms-up" approach, should the Commission consider the 

Company's historical experience and normalize this expense for the test year 

based on that experience? 

Yes. Under the "bottoms-up" approach, the Commission should normalize this 

expense based on the Company's actual experience and reduce the amount 

included in the revenue requirement by $1.728 million to reflect its most recent 

three years of experience. The Company uses reserve accounting and presently 

has a liability reserve balance, meaning that the Company has accrued and 

customers have contributed more to the reserve than the Company has paid out 

for such damages. Unlike the storm damage expense accrual, the Company does 

not accrue the same amount authorized by the Commission each year and retains 

discretion to accrue an amount each year based on experience and its 

determination of an appropriate reserve. 

18 ..:;G:.:.·----=M=is�c;.::.e=lla::: n::.eo=u=s�G
;.::
e:.::n:.:e;:..ra=l=-=E:.:x:..:p:.:e:n:::.;se::;.....;:I:.s_.E=x::.c::;.;:e::::s:.:si:..:.v�e..:b::;;.;ec=a:.:u::::s.::.e-o:I:.:t_D=o.::es�N�o::.:t:....;:;R:.:e�fl:.:e=ct 

19 TECO Energy, Inc.'s Acguisition of New Mexico Gas Company and the 
20 Lower Allocation of Mfiliate Costs to the Company 
21 

22 Q. 

23 

24 A. 

25 

26 

How does the Company account for affiliate charges from TECO Energy, 

Inc. in the test year? 

The Company includes these amounts in account 930, Miscellaneous General 

Expense, although it recorded such charges in a variety of accounts in prior years. 
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1 Q. Did the Company reflect the lower affiliate charges from TECO Energy, Inc. 

2 that will result from TECO Energy, Inc.'s acquisition of New Mexico Gas 

3 Company? 

4 A. No, according to the Company's response to OPC's Interrogatory No. 131 

5 ("OPC-I-131"). The Company claims that it presently does not know whether 

6 TECO Energy, Inc. will direct charge any of its expenses to New Mexico Gas 

7 Company, according to its response to OPC's Interrogatory No. 133 ("OPC-I-

8 133"), but it does agree that it will allocate a portion of the expenses that are not 

9 direct charged to the Company or other affiliates to New Mexico Gas Company 

10 starting in March 2014 when it closes on the acquisition, according to its 

11 responses to OPC-I-131 and OPC's Interrogatory No. 138 ("OPC-I-138"). I have 

12 attached a copy of the response to OPC-I-131 as my Exhibit_(LK-12), a copy 

13 of the response to OPC-I-133 as my Exhibit_(LK-13) and a copy of the 

14 response to OPC-I-138 as my Exhibit_(LK-14). 

15 

16 Q. Has the Company estimated what the reduction in allocated expenses will 

17 be? 

18 A. Yes. The Company estimates that the reduction in allocated expenses will be $2.1 

19 million in 2014, according to the Company's response to OPC-I-131, and $2.9 

20 million in 2015 and 2016, according to its response to OPC-I-138. If some of the 

21 allocated expenses instead are direct charged to New Mexico Gas Company, then 

22 the reduction in the allocated charges to the Company will be 
·
greater than the 

23 Company quantified. 

24 
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Do you recommend that this reduction in affiliate expense be reflected in the 

2 revenue requirement under a "bottoms-up" approach? 

3 A. Yes. The effect, under a "bottoms-up" approach, would be a reduction in the 

4 Company's O&M expense of $2.9 million. The Commission should use the 

5 larger amount, rather than the $2.1 million amount estimated by the Company 

6 specifically for the test year. This is appropriate in order to reflect the annualized 

7 amount, rather than the savings for a portion of the year, and also to reflect the 

8 full impact of the acquisition on the Company, including the effect of a reduction 

9 in the allocated charges due to the fact that TECO Energy, Inc. likely will direct 

10 charge certain of its costs to New Mexico Gas Company, which should result in a 

11 reduction in the residual amounts that are allocated to the various affiliates using 

12 the modified MassachusettS methodology cited in the response to OPC-I-131. 

13 

14 .:.:H�. -�C::.:a::.II:..;C=en::.:t::.:e::.. r.:E::;::x:.a:P:.:: e.:::.ns�e::..;I::;:;n:.:c:.:..re::::a=s::.:e..:l;::. s .:E::;::x::.:c:es;::;s::.:iv:..:e::..:a::.:n:.:d::..H=a;::.s �N:.:;o:.::. t.:B::.:e::e::.n..::J�u�st:::.ifi::;:;Ie=d 

15 

16 Q. 

17 A. 

Please describe the Company's requested increase in Call Center expenses. 

The Company.proposes to increase Call Center expense by $1.967 million in the 

18 test year compared to 2012, from $8.566 million to $10.533 million, according to 

19 its response to OPC's Interrogatory No. 49 ("OPC-I-49"). This is an increase of 

20 23.0% over two years. The Company attributes part of this increase to additional 

21 staffing in order to improve Call Center metrics, according to its response to 

22 OPC-I-49. I have attached a copy of the response to OPC-I-49 as my 

23 Exhibit_(LK-15) . 

24 
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Should the Commission authorize an increase of this magnitude in Call 

Center expenses? 

No. First, the Company has provided no evidence that the 2012 performance was 

not acceptable. Second, the Company has provided no evidence that the 2012 

performance was worse than its historical average. Third, the Company has 

provided no evidence that the 2012 performance was due to a lack of staffing. 

Fourth, the Company has provided no evidence why its other communication 

tools, including customer service interaction through its internet portal, either has 

been insufficient or cannot be improved in order to relieve any pressure on the 

Call Center. 

What is your recommendation with respect to the Call Center expenses 

under a "bottoms-up" approach? 

I would recommend that the Commission reject an increase of this magnitude and 

instead increase the 2012 actual expense by the average inflation growth since 

2012 projected by the Company and shown on Schedule C-36 to reflect inflation 

net of efficiency improvements and incremental expenses. This would result in 

an increase of $0.402 million, from $8.556 million to $8.958 million. I would 

recommend that the Commission reduce the Company's requested O&M expense 

by $1.575 million. 

22 ;:;:1·:.---=U�n�c::.:o:;:.l::.:lec=ti�b.:.::le:;....:;.A:.:c�c�o-=u.::n:.:: ts�E;:.::x:ap:.::e::: n�se:::.....:l:.:n:.:c:.;re::.:a=s:.:e __ I::;:;s:....;:;E�x�c=es=s:.:.iv.:.:e::.....::a:=n:.::d:.....:.H:.:a=s�N:.::o:.::.t.-:B:::.e:;;: e=n 
23 Justified 
24 

25 Q. Please describe the Company's request for uncollectible accounts expense. 
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The Company proposes to increase the uncollectible accounts expense by $1.302 

million in the test year compared to 2012. The Company implemented a new 

credit and collections system in 2011 along with other initiatives that reduced this 

expense compared to prior years, according to its response to HUA's 

Interrogatory No. 81 ("HUA-I-81"). However, the Company now believes that 

the uncollectible accounts expense "will trend toward the higher historical levels 

through 2014," according to its response to HUA-I-81. I have attached a copy of 

the response to HUA-I-81 as my Exhibit_(LK-16). 

Should the Commission approve this increase for recovery in the revenue 

requirement? 

No. The Company has offered no empirical evidence that this expense will revert 

to historical levels. The Company's claim is particularly disturbing because of 

the investment in and implementation of technology in the form of the new credit 

and collections system along with the other "successful initiatives," such as the 

outbound dialer and better targeted and more aggressive collection policies, cited 

in the response to OPC-I-81. These costs also are included in the Company's 

revenue requirement. The savings from these initiatives also should be reflected. 
' 

20 :.:.J:.... __ .....::L;;:::eg::a::a::.I ..::;E�x�p�e;.:: n�se�I n�c:::: r.: e::: a�se:;..I:=s�E=x c:::e::::s::::.si�·v-= e-=a:.:: n:.::d�H= a�s�N�o'-=t�B� e::::e::.: n:..:J:::.:u::;s� ti::::.fi.:::Ie= d 

21 

22 Q. 

23 

24 A. 

Please describe the Company's request for legal expense included in· outside 

professional services in account 923. 

The Company proposes to increase the legal expense by $2.254 million to $4.115 
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million in the test year, compared to $1.861 million 2012, as shown on the 

2 Company's corrected Schedule C-16 in its filing. The Company claims that the 

3 increase consists of $0.733 million for the amortization of rate case expenses, 

4 $0.520 million for pending litigation with Verizon, and $0.560 million associated 

5 with fuel contracts that are expiring, and other miscellaneous legal expenses, 

6 according to its response to OPC's Interrogatory No. 119 ("OPC-I-119"). I have 

7 attached a copy of the response to OPC-I-119 as my Exhibit_(LK-17). 

8 

9 Q. Should the Commission approve this increase for recovery in the revenue 

10 requirement? 

11 A. No, except for the rate case amortization expense. The Commission should 

12 disallow the remaining $1.521 million. The Company has offered no evidence 

13 that it did not incur similar expenses in 2012, albeit for different contracts and 

14 other litigation. The Company does not propose a reduction in legal expenses for 

15 those similar expenses incurred in 2012 that will not recur in 2014. However, if, 

16 in fact, similar expenses were not incurred in 2012 and these expenses in the test 

17 year are nonrecurring, then the expenses should be deferred and recovery sought 

18 in the Company's next base rate case when they are known and measurable. 

19 

20 III. OTHER REVENUES SHOULD BE INCREASED TO REFL.ECT ONGOING 
21 OATT REVENUES FROM CALPINE 
22 

23 Q. In its filing, the Company assumed that it no longer would receive revenues 

24 or provide transmission service to Auburndale Power Partners (" APP") or 

25 Calpine under its OATT in the test year even though it had not received 
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official notice of termination from either of these entities. Has there been an 

update since the Company made its filing? 

Yes. The Company recently received a notification from Calpine that it will roll-

4 over 249 MW effective June I� 2014 and ending May 31,2019, according to its 

5 responses to HUA's Interrogatory No. 125 ("HUA-1-125") and Interrogatory No. 

6 131 ("HUA-1-131"). This will result in an additional $4.92 million in revenues in 

7 the test year that were not reflected in the Company's revenue requirement, 

8 according to its response to HUA-1-131. I have attached a copy ofthe responses 

9 to HUA-1-125 and HUA-1-131 as my Exhibit_(LK-18) and Exhibit_(LK-19), 

10 respectively. 

11 

12 Q. Should these additional revenues be reflected in the Company's revenue 

13 requirement? 

14 A. Yes. Consequently, the Company's revenue deficiency should be reduced by 

15 $4.92 million. 

16 

17 

18 Q. 

IV. RETURN ON EQUITY IS EXCESSIVE 

If the Commission approves a reduction in the return on equity, as proposed 

19 by HUA witness Mr. Baudino, what effects will that have on the revenue 

20 requirement in this proceeding and in the various clause recoveries? 

21 A. In this proceeding, it will result in a reduction to the Company's claimed revenue 

22 deficiency and a reduction in the base revenue increase. It also will result in a 

23 reduction to the Company's clause revenue recoveries that include a return on rate 

24 base, such as the Environmental Cost Recovery Clause. The reductions in the 
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clause revenue recoveries will partially offset any base revenue increase in this 

proceeding. 

Are there other effects resulting from a reduction in the return on equity? 

Yes. A reduction in the return on equity also will reduce the rate of return used to 

capitalize financing costs during construction in the form of Allowance for Funds 

Used During Construction ("AFUDC"). The AFUDC is added to Construction 

Work in Progress ("CWIP") during construction and is included along with the 

direct costs of construction in Plant in Service when the CWIP is completed and 

placed in service. Due to the lower rate of return for AFUDC, the Company's 

rate base and depreciation expense will be less than if there had been an excessive 

return on equity during the construction period. Thus, a reduction in the AFUDC 

rate from the effective date of the Order in this proceeding until the next order in a 

subsequent proceeding resetting the return on equity will result in ongoing lower 

revenue requirements for decades over the service lives of the assets constructed 

during the period in which the lower AFUDC rate was in effect. 

Have you quantified the effect of the HUA return on equity recommendation 

in this proceeding? 

Yes. The effect is to reduce the Company's revenue requirement by $58.375 

million on a jurisdictional basis to reflect the reduction to the 9.3% return 

recommended by Mr. Baudino from the 11.25% return sought by the Company. 

The effect is to reduce the Company's revenue requirement by $29.936 million 

for each 1.0% change in the return on equity. I relied on the Company's rate 
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base, capital structure, and cost of all capital components, except for the return on 

equity, to quantify the effects of modifying the return on equity; however, the 

effects will vary depending on the adjustments to rate base and capital structure 

that are adopted by the Commission in its Order. I provide my computations, 

including the reduction in the grossed-up rate of return, in my Exhibit_(LK-20). 

Does this complete your testimony? 

Yes. 
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OPEB expense, defined lue� CWIP in rate base. 

Refunds due ID over-mlleclion oliaxM on MartH HI 
cancelation. 

J. KENNEDY AND ASSOCIATES, JNC. 



• 

Date Case JurladlcL 

31113 92-11-11 CT 

31113 li-19S04 LA 
(S�mbutta� 

31113 �-EL-EFC a-1 

3193 EC92-21000 FERC 
ER9U06-QOO 

41113 92-1464-a.-AIR a-1 

41113 EC92-21000 FERC 
ER92-806-000 
(Rebuttal) 

9193 93-113 KY 

9193 92-490, KY 
92-490A, 
9(1.360-C 

• 
10193 U-17735 LA 

1194 U-20047 LA 

41114 U-20647 LA 
(Surrebuttal) 

5194 . U-20178 LA 

9194 ll-19904 LA 

Initial Post-Me�gar 
Earni!JdS Rllllew 

9194 ll-17735 LA 

10194 3905-U GA 

10194 5258-U GA 

11/94 ll-19904 LA 

lnltllil f'os!.Me�gar 
Eamln!IS Review 
(Rebuttal) 

11/911 ll-17735 LA 

(Rebullal) 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

CmnectlcullndUSblal Comeclcut Light & 
Enetgy Consllllllll Power Co 

Louisiana Pubic Service Gull StatBe Utilea 
Commission Stall IEn\ergy Corp. 

Ohio lnch!lrial Energy Olio Power Co. 
Cons1111819 

Lculslana Pubic Sel'lice Gil Stafes Utlles 
Commission Slalf .1:n!Bigy Corp. 

.AJrProdudll Armco Steel Cilcilna6 Gas & 
lndusbflll Enagy Elecb1cCo. 
Conslll11ef\ll 

Lculailrla Pubic Senllce Gul Stales Uliles 
Commission IEn1Bigy Corp. 

Kentuc:ty lnd\ISIJial UIIDty KmckyUIIItlell 
CUslomelll 

Kenlucky lnd\ISIJial Utility Big Rivals Electric 
Custom8ls and Kenlucky Corp. 
NIDmey General 

lclislana Public Ser.tca Cajun EJadric Power 
Comnissian stall CocpnM 

Lclisiana Public Service � Slafes Ufllias 
Commission Sial! Co. 

Louisiana Public Selvlce Gull Slal8s Ullltias 
CornmisaiOnSIIIII Co. 

Loulsilrla Public Service Louisiana Power & 
Commission Stall Light Co. 

Louisiana Pubic SeNice Gul S1a18s Ullilies 
Commls!ion Slall Co. 

Louisiana Public Service Cl;ln Eledrtc Power 
Commillllon Stall Cooperative 

Geolgia Pubic SeNice SouthemBIIII 
Commlsllon stall Telephone Co. 

Geolgla Pubic Service Southam Bill 
Commission S1alf Telephone Co. 

Louiaiana Pubic SeMce Gulf Slalas Ulilles 
Commission Slalf Co. 

Louls&na Pubic SeMce Cajun Eleclric Power 
Commission Staff Cocperalva 

Subject 

OPES expense. 

Marga-. 

Docket No. 130040-EI 

Resume of Lane Kollen 
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Alllllale transacllcns, fuel. 

Melger. 

RIM!IIue requiramanlll, ptee.in pial. 

Merger. 

Fuel dause and coal conbatt nMd. 

DisaiJGwaiCIII and lllllllulion for8JCC11881ve fuel coals, 
illegal and ln1lroPer piJyllllllts, remvery al mlna 
dosure costs. 

Revenue requirumenls, debt restnlclurl!Jd agraanarl, 
River Band cost recovery. 

Aucll and invasligation i1tD t.Jel clause costs. 

Nuc:laer andblsll unit performaN:B, fuel costs, lual 
dausa priqJies and guldelnas. 

Plllnni!Jd and CJlllllllllcalion lsluas olleasl cost 
inlsgraled resource plan. 

Rlvllr Bend �-In jB1, d8f1!glllaled asset plan. 
capital sfiUctllre, other ravenua requirement issues. 

G&T cocperativa raiBmaldng poldes, axdusloll ct 
RJwr Band, alher IM00818qUiranant issUBL 

Incentive ratl plan, earnings nl\'lew. 

AlernatNe regulation, cost allocaticn 

River Bend phasein pis!, deiB!JIIIated asset plan, 
capital!lruc:lure, � revenue IBquilamant Issues. 

G&T coopalliiMt raiBmaldng pdlcy, axduslon of 
Rlwr Bend, other revenue raquiamenlluuas. 

J. KENNEDY AND ASSOCIATES, INC • 



• 

Date Case Juris diet. 

4195 R-00943271 PA 

6195 3905-U GA 
Rebullal 

6195 Ll-19904 LA 
(Dnct) 

10195 95-02614 TN 

10/95 Ll-21485 LA 
(Dkecl) 

11195 Ll-19904 LA 
(SU118bullal) 

11195 Ll-21485 LA 
(Supplamenlal 
Olracll 

12195 U-21485 
(Sui'Rlbullal) 

1196 9S-299-EL-AIR a-t 

• 
95-300-EL-AIR 

2196 PUC Docket 1X 
14965 

5196 95�S NM 

7196 6725 MD 

9o96 U-22092 LA 
11/96 Ll-22092 

(Simbutlal) 

10/96 96-327 KY 

2197 R-00973877 PA 

3197 96-489 KY 

• 

Expert_ Testimony Appearances 
of 

LaneKollen 
as of July 2013 

Party Utility 

PP&L Industrial CullfDmer Perm�IE P!Mer 
Ali111Ce & LigltCo. 

Georgia Publk: Service Southern Bell 
Commission TaepbonaCo. 

lolislana Pu�lc Sal'llce GIAf Sillies Ullllal 
Commission Stall Co. 

TennesseeOff�eeoflhe BeiiSoulh 
AtiOmey General Telecommunlcalions, 
Consumer Advocate Inc. 

Louisiana Public Sarvi:a GUf Slafaa Utiltlas 
Comrrission Slllff Co. 

Louisiana Public Sal'llce GWI Stales Ullllal 
Commission Stall Co.Divisiln 

Louisiana Public Servlca GWI Bialas Utiles 
Commission Staff Co. 

IMJsiJfal Energy The Toled:l Edison 
Constmn Co., The Claveland 

Elaclrfc UUnnalilg 
Co. 

Office � Pubic Utility CentJal ,._ & 
Counsel Light 

City of Las Cruces 8PasoEiaclrlcCo. 

The Maryland lnckJstrtal Ballimo111 Gas & 
Group llld Racland Electrt Co., Potomac 
Genstar, Inc. Eleclrl: PDWI!r Co., 

and Constellaliln 
Energy Corp. 

Louisiana Public SaMca EniBI!IYGWIS11118, 
Commission SIBil Inc. 

Kentucky Industrial U1J1ty Big Rlv811 Electrfc 
CuRimels, Inc. Corp. 

Phlladellll*!llnla lncklstlal PECO Energy Co. 
Ene!gy UseJS Group 

Kerducky Industrial Ulllty Kenlll:ky PcMer Co. 
Cusl01ll819, Inc. 

Subject 

Docket No. 130040-EI 
Resume of Lane Kollen 
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Revenue reqlilanenls. Fossl dismaltlng, nudelr 
dac:ommlalonlng. 

lncenlive �atlon, affllateiiBnSactions, rewenue 

requlreman1s, rata refund. 

Gas, coat, nuclear fUel cosls, con Inlet prudence, 
baselluallllllli!Jlmenl. 

Alliale hnsaclons. 

Nudaer o&M, River Bend phase-in plen, base/fuel 
realignment, NOLand AIMilassetdefened taxes, 
olher reve11111 raquillmenl issues. 

Gas, coal, nudaer lual cosls, contract prudence, 
baselluel raelltJ!mart 

Nudaar O&M, RMir Bend phase-In plen, baselluel 
�nmert, NOLand AIIM"n asset delanad taxes, 
olher .__ reqWemerlt issues. 

Compelllon, asset wrife.olls and I!MIIualion, O&M 
expanse, other rev811118 requirement issues. 

Nuclear deoomi!Esioning. 

S!randed cost,_.,, I!Wiriclpalralion. 

Merger savings, lrad<lng machenllm, eernilgs 
shadng plan, IM!Iue lllqWrem&ntlsauas. 

RMr Bend phasHI plen, baselluel realignment, . 
NOL and AIMin asael deferred taxes, other revenue 
requi'ement Issues, allocallon of 
�COllis. 

Envf11111118111a1suldlalge IBCO'Ierabie oasis. 

Slr.nled cos!ll!CO'Iely, regulatory assets end 
llablllles, lnla11Jible lransilion cha'!le. teveiUI 

raqLilanenlll. 

Envfronmanlai5Uidlalge I8COY8fable costa, syatam 
agnaaments, alawence iiMI!IIcry, jurisdldlolllll 
allocallon. 

J. KENNEDY AND ASSOCIATES, INC • 



• 

Data Case Jurlsdlct. 

6197 T0-97-397 MO 

6197 R-00!173953 PA 

7197 R-00!173954 PA 

7197 U-23192 LA 

6197 97.JOO KY 

6197 R-00973954 PA 
{Sullllbutlal} 

10197 97-204 KY 

• 
10197 R-974008 PA 

10/97 R-974009 PA 

11/97 97-204 KY 
(Rebullal} 

11197 u-22491 LA 

11197 R-00973953 PA 
(Sullllbutlal} 

11197 R-973981 PA 

11197 R-974104 PA 

12197 R-973981 PA 
(Sunebutla} 

•• 

Expert Testimony Appearances 
of 

LaneKollen 
as of July 2013 

Party Utility 

MCI Telacommll1icall:lns SooiiMeslan Bel 
Corp., Inc. MCimsiRI r•phoneCo. 
fiD:ess TlliiiSmission 
SeMcee,lnc. 

Phladelphla lwa lndustJial PECO Enelgy Co. 
Enetgy Uaen1 Group 

PP&L lndullrlal CuatDmer Pama)tvanla Power 
Alliance & 1.\JhtCo. 

Louisiana Pubic Service Ente�gy Guf States, 
Commlsalon Slaff Inc. 

Ksnlucky lnduablal Ulllly LoulsllilleGas& 
Cuslomen,lnc. EleclricCo., 

Kenlucky Ulilllll!l Co. 

PP&L lnduslrlal CUSlDmer Penn8)1vanla Power 
Alfiance &Light Co. 

A!Cirl Allllliun Colp. Big Rivers Elecbic 
SouiiMire Co. Colp. 

MeiRipallan Edson Metropolan Edison 
lnduabial Users Group Co. . 

PerEiec lnduabial Penn8)1vania Electric 
Cuslomer Alance Co. 

Alca1 Aluminum Ccrp. Big Rivera Electlc 
SoutlrNinl Co. Colp. 

Louisiana Pulllic SIIMce Enlelgy Guf Slalas, 
Comrraslon Slafl tic. 

PhHade_,lia Mia lndualrlal PECO En8lgy Co. 
Energy Users� 

Wll!ll Penn Power lndun-lal West Penn Power 
Interveners Co. 

DlJluesne lndustrtal Duquesne 1.\Jht Co. 
lnterwoors 

Wll!lt Penn PaNer Industrial West Penn Power 
lnlervenoni Co. 

Subject 

Docket No. 13004D-EI 
Resume of Lane Kollen 

Exhibit LK-1, Page 11 of 29 

Price cap regulation, �aVenue requilemenls, rata of 
ratum. 

Raslrucbling, dengulatbn, slrllndad coals, 
regulaiDiy IIS8els, llabllles, nuclea" and lossi 
decommission�. 

RetlruchJring, deregulallon, slrllnded cos1J, 
regulalnly asse1s, llallllles, nuclea-and lossi 
decommission�. 

Depreciation rales and mellodologies. RNar Bend 
phasHI j1al. 

Merger pclcy, cost saqs, aurcredil sha� 
mechanism,,I'MIIJ8 18qu1Jemenls, rate rl181um. 

ReslrudurO;I. deregWIIbn, slranded coals, 
regulaiDry assel!,lillblles, nuclear and lossi 
decanmisslanlng. 

Reslrudurlng. I'MIIJ8 requ� 
reasonabi81111!1L 

Restrudurlng. daregulallon, slranded CD811, 
regulalory assel&,llablllee, nuclea"and fos8i 
dec:omrnlssionlng, r1MI1III requlranents. · 

Reslruclurlng, daregulallon, slranded cosls, 
regulalory 88881s,llabAIIIes, nuclear ll1d fossl 
decomrriasiaring, -. requirements. 

Rastsuclurlng, revenue requhmenls, reasonableness · 

d I!IIBS, cost allocallon. 

Alacallon of reguleled and nonregulaled cosls, other 
revenue RKpJirament iuueL 

Restrucb.rlng. deregulation, sb'anded coals, 
regulalory assals, Uablllles, nuclear and lossi 
decomrnissiril!i. 

Restrucb.rlng. claregiMon, stranded cosla, 
regulalory assels,liablties, bslli decommissioning, 
- racpAranents, securiizalon. 

Reslruc11ring, deregUIIIion, stranded IXIIIIS, 

reguiaiDiy assets, iabiiles, nudew and foBiil · 

decammisslonilg, l'!llleOOe rgqulrements, 
securilullion. 

Restrucluring, daregulellon, Slnrldad IXIIIIS, 

regulatay assets, liablllies, fostl dacllmmissionilg, 
ravenue _requirements. 

J. KENNEDY AND ASSOCIATES, INC. 



• 

Datil Case Jurlsdlct. 

12/a7 R.g74104 PA 
(Surrebullal) 

1198 U-22491 LA 
(Surrebulllll) 

2J.I8 8774 MD 

3198 IJ-22092 LA 
(Aiocated 
Stranded Cost 
Issues) 

3198 8390..lJ GA 

3.'38 U-22092 LA 
(Aiocaled 
Sbanded Cost 
lsuas) 
(SII'rebultal) 

10198 97-598 ME 

• 10/98 9355-U GA 

10198 U-17735 LA 

11/98 U-23327 LA 

12198 U-23358 LA 
(Oi'ect) 

12/98 98-577 ME 

1199 96-1�7 CT 

3.'39 U-23358 LA 
(SunebUJJa) 

3.'39 �74 KY 

3.'39 �26 KY 

3.'39 99-082 KY 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

Duquesne lncbblal 0uqUB9118 L!9ht Co. 
lnlelve1101S 

L.otislena Pubic SarW:a EniBigy Gul Statal, 
Commission Slalf Inc. 

Westvaca � Edison  Co. 

Louisiana Pullllc SeM:e Enlei!IY G�l States, 
Comnlssion Staff Inc. 

Geotgla Nalural Gas AUII'IIa Gas Uglt Co. 
�Georgia Textle 
Menulaclurers Assoc. 

L.oulsfana PubOc SeMc& Ertergy Guf States, 
Commission Staff loo. 

Makle Office ollie Public BqorHydnr 
Adwcale Eledrk:Co. 

Glllllgla l'ubllc Servtca Gecrgla Power Co. 
Commlsalon Adveraay 
Staff 

L.otislana Pubic SeNice Cajun Eleclric Pcwer 
Commission Slalf Cooperative 

l..oWslana Pubk Service SWEPCO,CSW 
Comrnlsskln SIBil andAEP 

Louisiana Nile Service Enlelgy Gul Stelas, 
Commi811an SIBil Inc. 

Maine Oftlce of Pubic Man Pubic SeMca 
Adwcalll Co. 

Connecllcullnduslrial Uniled llumhaling 
Energy ConsUIIlSIS Co. 

Louisiana Public S8IVi::e EniBJgy Gul Stales, 
Commission SIBil Inc. 

Ker4udty IIMllsblal Ufil\y l..cuiMia Gas and 
Cusbne11, Inc. EleciicCo. 

Kentud<y lnW&Uial Utiily Kentucky U1li!ies Co. 
Custcmens, Inc. 

Kenhl:ky lncllslriai Utilly LouisvtlleGasllld 
Customer.�, Inc. Elec:tricCo. 

Subject 

Docket No. 130040-EI 
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RestnU�rlng, dan!gwallon, stnn1ac1 con. 
11!gUIBIDry assela, liabiitiell, nudellr 111d lassl 
decommissioning, 11M1111111111quiraments, 
securilizalion. 

Al012tion of ragulated and nauagWitecl costs, other 
revenue raqulramant iauas. 

Melger of DtiJuesnt, IC. cusiDmer safegullltls, 
savilgs shari"' 

Restru:blrilg, siJanded cosls, ragulalory assets, 
securtlzatlon, ragulamry mllga11on. 

Restrucluring, unbundlng, str.llded costs, incei'Oie 
ragiEIIon, IIIW1118 raquiraments. 

Reatrucll.lilg, sllllnded cosls, regulatory aasals, 
sacuritlzallon, 111gulalorymiligalion. 

RestlliCII.Ifng, unbundDng, stlanded costs, 110 
.I1MII'IUBIIICJ!i111111811fs. 

Afftllate trnadions. 

G& T c:oopemtiw ralemaldng pdicy, other IIMinue 

raqulrement issues. 

Metger policy, sailings shlrtrv medunsm, aiDala 
transection conditions. 

Allac:alfon of regulaled and nonragulaled cosls, IB 
issues, and Olher reveille requirement Issues. 

Restrucbli1g, unbundlng, stranded coo� T&O 
revenue lllquinlmenls. 

Slnllded CDSIII, lrMslmenl tax aalits, aooumulaled 
defemld inc:Dme faxaa, axceas dalaned n:ome 
laxes. 

Alocatl:ln of regulated and non� costs, tax 
Issues, and olher revenue raquirament Issues. 

RI!VBI'Iie raqul111ments, allemaiMI bms of 
reguation. 

RMf'IMI raqulrarnints, alemativ8 bma of 
regulation. 

RMilll requil8menls. 

J. KENNEDY AND ASSOCIATES, INC • 



• 

Date Case Jurlsdlct. 

3199 99-083 KY 

4/99 U-23358 LA 

(Supplemental 
Sulllbullel) 

4/99 � CT 

4199 99-02.(15 Ct 

5199 911-426 KY 

99-082 
(Addllklnal Direct) 

5199 98-474 KY 
m83 
(Addilonal Dired) 

5199 98-426 KY 

98-474 

(Response tD 
Amended 
Appllcallons) 

• 
6199 97-696 ME 

6199 U-23368 LA 

7199 99-03-35 CT 

7/99 U-23327 LA 

7199 97-698 ME 
Sum!bullal 

7199 911-0452-E-GI WI 

8199 98-577 ME 
Sunebullal 

8199 98-426 KY 
99-082 
Rebutlal 

8199 98-474 KY 
98-083 
Rebulllll 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

Keolucky Industrial Ulliy Ksnlucty UUIIIes Co. 
Cu&tomenl, Inc. 

l.Dulsla1a Pllbllc Serllc:e Enlelgy Gul Stales, 
Corrmsstm Stall Inc. 

Comecticullnduslrial Uniled 1111111ladng 
Eregy Consumers Co. 

Connectlcullndusb1al Ulily Comec:lcut Llght and 
Customers PCJWerCo. 

Kentucky Industrial Ullly Loulsvle Gas 81d 
Customers, Inc. E1edric Co. 

Kentucky lnduslrial Utllly Ksnlucky Utillles Co. 
Customers, Inc. 

Kentucky lndusb1al UUily Louisville Gas and 
Custcmera, Inc. ElaclrlcCo., 

Kerm:ky U1lllles Co. 

Maile Olllce of Public BqaHydro-
Advocala EledricCo. 

l..oulalana Nillc SeMoe Enlll�gy Guf Slates, 
Conrnission Stall Inc. 

Comdcullndll5trial UnlfBd llsminallng 
Energy Consllners Co. 

Louisiana Pldc Servic8 SoullrNeslam Eledrlc 
Conunissi:Jn Slalf Paller eo. Central 

and South Weal 
Corp, Amerita1 
Eleclrlc:PolverCo. 

Maine Ollica ol Pubic Bqor H)'diO-
Advccate �Co. 

West VIrgilia Enelgy llsels Monongnla Polver, 
Group P<*mBc Edison, 

AnJalachian Power, 
Wheei�Jd Power 

Mallie Oftk:e of Public Malna P!Gic Service 
Adwcalll Co. 

Kentucky lndustllaJ Utllly LoulsvHie Gas and 
CualDmenl, Inc. Eleclri:Co. 

Kentucky lncWial Utility Kentuc'q Utilities Co. 
CUslomers,lnc. 

Subject 
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Rewnue requbemenls. 

Alocatian of regulatad and nonregulatad costs, tax 
Issues, aid olher revenue raquiramentlssuea. 

Regulaklly assats ll1d llabiiiBes, stranded cost&, 
recovery mechaisms. 

RegulaiDiy assefs al1d liabilllies, stranded c:oS1s, 

I8CCMII}' mechaiBIIIS. 

Revera�e requiJemems. 

Revenue requlrmnants. 

AllemaliwllllgUialon. 

Request fer accounting Older raga-� electdc 
Industry rastruc�ring costs. 

Afflllale lransacllons, ccstallocetfons. 

Stranded COIIIB, regulalary as181s, tax e118c1B of asset 
clvesllure. 

Merger Setllemant and StiptJiation. 

Reslrucluring, unbundlng, s1randed cos� T&D 
,_ue �aquiremenls. 

Regulalory assets llllllabiilies. 

Reslruclimg, unburdng, s1randed costs, T&D 
revenue raquiillments. 

Rewnue requll8menls. 

�ue requlremenbl. 

J. KENNEDY AND ASSOCIATES, INC. 



• 

Data Case Jurtsclct 

8139 98-0452� wv 
Rabullal 

10199 U-24182 lA 
Dlract 

1W9 PUC Doclcst TX 
21527 

11199 U-23358 lA 
SIITI!buttal 
Aflllate 
Transac11ons 
RBIIIaw 

01/00 U-24182 lA 
SIIT8butlal 

04.00 99-1212-B.-ETP OH 
99-1213-El-ATA 

• 
99-1214-8.-AAM 

OMJO 2000-101 KY 

05100 U-24182 lA 
Supplemental 
Dlect 

05/00 A·110550F0147 PA 

OMJO 99-1658-EJ..ETP OH 

07100 PIJCDod!et TX 
22344 

07100 U-21453 lA 

08Al0 U-24064 lA 

10Al0 SOAHDodlet TX 
47J.00.1015 
PUC Docket 
22350 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party UUIIty 

West VIrginia Ene�gy Users Monongahela Power, . 
GnJup POiornac Edison, 

Appelac:Nan Pa.ver, 
�Ponr 

Louisiana Pubic Service Enlelgy GJII Slalas, 
Commission SIBil Inc. 

The DalaH'ort Worth TXlJ Elecilc 
Hospital Coundl and 
Coalillon of lndapenclant 
Colegas llld Uliversilias 

Louisiana Public Service Enlargy Gulf Slates, 
Commlsailn Stall Inc. 

Louisiana Putk Service Entergy Ggf Sfales, 
Commissiln Stall Inc. 

Gnteter C1eYeland GrtlWih FhiE!lef9'y 
Association (Ciaveland Electric 

llumlnallng. Toledo 
Edson) 

Kentudty lncli1lrlal utility Kanlucky Power Co. 
Custcrnas, Inc. 

Louisiana Nlllc SeNice Ente�gy GIM Stetes, 
Commission Slafl Inc. 

Phlad- Alwa lncllslrlal PECOEnBfl!y 
Energy U11818 Group 

/II( SIBel Corp. �naHGas& 
EladricCo. 

Tha Dallas-Fort Worth Slalawlde Genllli: 
Hospital Councl and The Proceeding 
Coeltlan of Independent 
Coleges and Uriversitias 

Louisiana Public SeMce SWEPCO 
Commisailn 

Louisiana Plblc Service Cl.ECO 
Ccmmission Slaff 

The Dales-Fort Worth TXU Eleclric Co. 
Hospllal Council and The 
Coalllon oflndependent 
Collagas and Univnillas 

Subject 
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Ragulalory assets and latmes. 

Alocallon of regulaed and nanregulaiBd COSII, 
allllale lransactions, fax IssUes, and olher revenua 
raqulremant lseuas. 

Restruellrlng, shndad c:cals, taxes, securitizaticn. 

Service company affilate transaction costs. 

Allocation of ragulaled and nonr19JiaiBd costs, 
afliData transaclbls, tax issues, and oller 1111111nua 
requirement Issues. 

Hlstak:al !Wew, slr&'lded cosla, raglEiory aaela, 
llabiHIIas. 

ECR suldlarge roi.Jn to base ndas. 

Alllate expense probma adjuslmenls. 

Merger bebreen PECO and Unlccm. 

Regulalcry banslllon costs, Including reg!Aalory 
assets and lldtlas, SFAS 109, AOIT, EOIT,ITC. 

Escalalon·of O&M expenns i:Jr unbundled T&O 
I'MIIJe requiernanla In projeded test year. 

Snrided costs. Algulalcry asseiB llld labiles. 

Allllate bansaclon pricing 1818maldng prin�as, 
subsidization of nonregamled aflilales, ralllmakilg 
adjustments. 

RaslrucluMg, T&O 11M111U8 raqui8meids, nitigallon, 
regiADy assail llld labillles. 

J. KENNEDY AND ASSOCIATES, INC. 



• 

. Date Case Jurlsdlct. 

10100 R�0974104 PA 
Aftid!Ml 

1Ml0 P.00001837 PA 
R�0974008 
P-00001838 
R�0974009 

12/00 U-21453, LA 
U-20925, 
U-22092 
(Subcb:ket C) 
Sunebullal 

()1.()1 U-24993 LA 
Dilect 

()1/01 IJ.21453, LA 
IJ.20925, 
IJ.2Zl92 
(Subdocket B) 
Slrrebuttsl 

01/01 Case No. KY 
20()().386 

• 
01/01 CBseNo. KY 

20()()..439 

OW1 A-1103001'0096 PA 
A-1 10400F0040 

03.01 P-00001860 PA 
P-00001861 

04101 IJ.21453, LA 
IJ.20925, 
IJ.22092 
(SLJidockBI B) 
Setllemeri Term 
Shea! 

04101 IJ.21453, LA 
IJ.2092S. 
IJ.22092 
(Subdackel B) 
Contested issues 

05101 IJ.21453, LA 
IJ.2092S. 
U-22092 
(Subcbckel B) 
Conlesled Issues 
Tlli'ISIIisslonand 
Distribution 
Rebuttal 

• 

Expert Tas6mony Appearance& 
of 

Lana Kallen 
aa of July 2013 

Party UUIIty 

Duquesne Industrial Duquesne Light Co. 
kllerwnar& 

Mebopoltan Edison Metropolibrl Edison 
lndusblal Use11 Group Co., Pennsylvania 
Penatec Industrial Eleclrlc Co. 
Custaner AlliMc:e 

Louisiana Public SeM:e SWEPCO 
Commiaaian Sllllf 

Louisiana Pulllc SeMce Enl8lgy GuH States, 
Convnissiln Sllllf Inc. 

Louisiena Put6: SeM:a Entetgy GuH Slalss, 
Commiastln Staff Inc. 

Kentucky lnduslrlat Ullly Lo�lleGas& 
Custane11, Inc. ElecblcCo. 

Kentu::ky Industrial UIRty Klrllucky utillles Co. 
Cus1Dme11, Inc. 

Me� Industrial Users GPU,Inc. 
Group, Penelec lncllslrlal FlrsiEnei!IY Colp. 
CusiDmer Alllwlce 

Met-Ed lnduslrial U11e11 Mmpclitan EdiSon 
Group, Penalec lnckls1rlal Co., Pennsylvania 
Cusbnar Alliance ElecbicCo. 

Louisiana l'llbllc SeMce Ettelgy Gulf States. 
Cormiaaion SWf Inc. 

Louisiana Public SeM:e Entargy GUI states, 
Commission Staff Inc. 

Louisiana Public SeMce Entergy Gull Stataa, 
Commission Staff In<:. 

Subject 

Docket No. 130040-EI 
Resume of Lane Kallen 

Exhibit LK-1, Page 1 5  of 29 

Final-..tilg for stranded casts, lncludilg 
beabmrtol auc:tbl proceeds, lalles, aqilat costs, 
swlldlback cost!, and excess pii1Sion lundi'lg. 

Fklat -..ling for slrllndad casts, inclu�g 
tmament ol auction proceeds, taxea, 1119ulaiDiy 
assets and liallilities,transactlon Costa. 

Sll8nded casts. lllguaay assets. 

AlloC161n of regulated and nanregulaled casts, tax 
issues, 81d Oilier 18VB111e naqulrarnenl lsS\J81. 

Industry ranuclu�I'Q. business sepaellcn pian, 
01genizallon lltnl:llw, hold harmless conclllana, 
h1cirQ. 

Recovery of Bl1'lironrnenta casts, BUrdarge 
mechanism. 

Reogvery of en'iirmnentai casts, surdarge 
mechanism. 

M���ger, savilgs, raliabily. 

Recowry of costs due b pRMder of last rasort 
obligation. 

· Business sepntion plan: salllement agreement on 
overaU pllwl strudure. 

Busi'lass sepntion pian: agreements, hold harmless 
codons, seplll8lions rnellloOOiogy. 

Businll!lseparalion plan: ag11111111enta, hold hannless 
condllona, separations methodaklgy. 

J. KENNEDY AND ASSOCIATES, INC • 



• 

Date Case Juris diet. 

07�1 IJ-21453, lA 
U-20925, 
U-22092 
(Subdocket B) 
T111111misslon and 
Dlslrtbutlon 
Term Sheet 

1001 1«m-tt GA 

11101 14311-U GA 
Direct Panal with 
Boil Kllngs 

11/01 U-25687 lA 
Direct 

02102 PUC Cocket TX 
25230 

02102 U-25687 lA 
Surrebuttal 

• 
03.02 14311-U GA 

RsbullaiPanel 
with Botil Kllngs 

03102 14311-U GA 
RebutlaiPanel 
wllh Mlchella L 
Thebert 

03102 00114&.1:1 R. 

04102 U-25687 (Suppl. lA 
Surrebuttal) 

OWl U-21453, lA 
U-20925 
U-23192 
(Stblockal C) 

0&'02 8.01$-000 FERC 

08102 U-25888 lA 

OW2 2002-00224 KY 
2002-00225 

• 

Expert Testimony Appearances 
of 

Lana Kollen 
as of July 2013 

Party Utility 

Louisiana Pubi"IC SeiYice EniB19Y Gull Statas, 
Commission Slaff Inc. 

Geo19fa Public Service Geolgla Power 
Cormliss� Ad118111ary C0111J8ny 
Slaf 

G110111fa Pubic Service AOanla Gas Uglt Co 
Commission Adversary 
Staff 

Louisiana Public Service Enla19Y Gulf StaleS, 
Commission Slaff Inc. 

The DaB-Fort Worth TXUE!Iat: 
HospiiBI Coundland 1he 
CoaHIIon of Independent 
Colfe98S and UnlverSBes 

Louisiana Nllic Sar.ica Erttargy G� Statas, 
Commission Staff Inc. 

Geolgia Public Service. Allanla Gas Li!Jit Co. 
c:arnmss1on AdVersary 
staff 

Geolgia-Public Service Allanta Gas Light Co. 
Commission Advelsaly 
Sflllf 

South Florida Ho&pilal and Flollda Power & Light 
Haelthcn Assoc. Co. 

Louisiana Putic SeMce Enf819Y Gull States, 
Comnission Inc. 

Louisiana Pubic Servfca SWEPCO 
Commission 

Louisiana PubriC Ser.ice Emrgy Ser.ices, 
Commission Inc. and tha Enletgy 

Operattg 
Companlel 

Louisiana PtJic Service Enletgy Gull States, 
Commission Staff Inc. end Entergy 

l.oUslana, l.nc. 

Kentucky lncilslrial Utifities Kentucky Ulil!es Co., 
CusiDmers,lnc. lOIIlsvftle Gas & 

Electric Co. 

Subject 

Docket No. 130040-EI 

Resume of lane Kallen 
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BusDis& aeparellon pial: settlement agreement on 
T&O Issues, agl88lllellls necessery to impement 
T&O sepnlona, hold haJmless Qllldltiona, 
separallons melhodoklgy. 

�� reqllremenls, Rate Plan, fuel clause 
recovery. 

RMnue ruqulremenls, revenue forecas� O&M 
expense, cieplllcial!on, plsd aildlllona. cash worldn9 
capillll. 

R111111rue reqtjremeniB, capilsl strudure, alocalian of 
ragulatad end nonragulallld costs, River Bend upnde. 

SlpAallon. Regulatory assels, sec:urillzalbl 
lklanlq. 

�ue ruqull8menls, corporate fr.lnc:hlse tax, 
(lQ!l'l8rllon to LLC, River !3end uprala. 

�ue raqulremenls, eami1gs sharing plan, 
seMce cp!lity standanll. 

R111111nua requirements. revenue bec:ast, O&M 
expense, depniCiatlon, plant adtltlons, Clllh wortlng 
capital 

� r111uRrnenla. Nuclear lla exlanslon. storm 
damag� 8CCNBfa and rew.te, Qll)llal slrucbn, 0&M 
expense. 

Revenue requlremenls, c:orpoi!IIB franchise tax, 
conversion to uc, River Band upnlla. 

BusMS8 Mplllllion pial, T&O Term Sheet, 
separations methodalogfas, hold hlllnlass conditions. . . 

Syalam � proclucllon cost equalization, 
tarilla. 

�lam/tgreement procluclon c:ostdlsparillaa, 
pNdence. 

Una 1ossas and fuel claJse mcovery associated wllh 
�IBmsalaa. 

J. KENNEDY AND ASSOCIATES, INC • 



• 

Data Case Jurladlct. 

11102 2002.00146 KY 
2002.()0147 

01103 2002-00169 KY 

04103 2002.00429 KY 
2002.()0430 

04103 . U-26527 LA 

06103 8..01-88-00Q FERC 
Rebullal 

06103 2003-00068 KY 

11/03 �753-000 FERC 

• 11/03 EROU83-COO, FERC 
ERQ3.683-001, 
ERC:l-583-002 

ERC3-881-000, 
ER03-881-001 

ERQ3.882-000, 
ER03-882-CC1' 
ER03-882-CC2 

ERIJ3..744.000, 
ERQ3.744-001 
(Consoldaled) 

12A)3 U-26527 LA 
S1118butlal 

12Al3 2003-0334 KY 
2003-0335 

12A)3 U-27136 LA 

03104 U-26527 LA 
SUpplemantal 
Surrebutlal 

03104 2Ctl3-CC433 KY 

• 

Expert TesUmony Appearances 
of 

LaneKollen 
as of July 2013 

Party Utility 

KeOO!cky lnlilsbial Utillies Kar4ucky Utllltles Ca., 
Custoo1els, Inc. Louisville Gas & 

Eleclrt:Ca. 

Kentucky lndusb1al Ulllies Kar4ucky Poler Co. 
Custcmers, Inc. 

Kentucky lndusb1al Ulllies Kar4ucky Ulllllles eo.. 
Custcmers, Inc. LouiMieGaa& 

Elecirt:Co. 

Louisiana Public: Ser.ice Entergy Gul Stales, 
Catrnlssion SIBil Inc. 

Lo�ana Pubic Sar.ice En��e�Vy SeMces, 
ComnDsion Inc. Rille En181gy 

Operating 
�nles 

l<enluciy lndusbial Ullly Kllllucky Ullfilles Co. 
Cus1Dm81S 

Louisiana PulA: Service En18�gy Services, 
Commission Inc. and the Enl8lgy 

Operating 
Companies 

loiEiana �lc Service . ErU!gy SeNices, 
Commission Inc., the Enlergy 

Operating 
�EWO 
MINiilg. LP, and 
Enlelgy Power, Inc. 

Louisiana Public SaiVica Entergy G!M Stales, 
Commission s� Inc. 

Kentucky lnduslrlal Utilty Kentucky UtDitias Co., 
. CuSIImers, Inc. LDula'llleGas& 

Electric Ca. 

Loulsmna Public SeMce Enlergy Louisiana, 
Commissions� Inc. 

Louialana Public SeMce Enlelgy Gt.« StaiB&, 
Commlakln Stat Inc. 

Kanhdy lnlilslrfal Utility Louisvla Gas & 
Custlrnn. lr«:. ElaclricCa. 

Subject 

Docket No. 130040-EI · 

Resume of Lane Kollen 
Exhibit LK-1, Page 17 of 29 

Enviorrnental compliance cosl8 and surdlarge 
recamy. 

Envi1lrrnental compliance COsb and sun:harge 
recovery. 

ExEn9ian oiiJielller surtredil. Oaws in Canpanles' 
studies. 

RMnue requirements, COipOr8le lrandise tax, 

conversion to LLC, c:aplal structwa, poa14Bsl �r 
� 

System Agreement prodtdan cost equallzallon, 
tarltl!. 

Environmental cost�. condon of base rate 
81101'. 

U,. power pliChasas and sale cast-based larlll 
pursuant ID Sr.J1em Ag�Wmenl. 

Unl powll' p!ldlasas and sale agreernentt 
corftclual provisions, projadad costs, IMized 
rales, and formula lllfls. 

RMnUe reqliremeniS, corporal& lrandllse tax. 
� 1D LLC, capital structure, poa14Bst 'f8IJf 
�. 

Eanmgs Sharing Mechanism. 

Plldlassd pa.verc:ri11:1& belwean aflilale&, IBnns 
<lld condililns. 

RBWriHI raquiremeniS, corporale flanchise 1alc, 
co� to LLC, capllel 8N:tl18, post.lest year 
adjustments. 

Revenue requnmaniS, dep'acialion ra1as, O&N 
expense, deferniB and arnorizalion, ellll&!gs sharing 
mechanlam, rnatger suraedlt, VDT sutalldl. 

J. KENNEDY AND ASSOCIATES, INC. 



• 

Date Casa Jurisdict. 

(Mol 2003.00434 KY 

(Mol SOAHDocket TX 
47'3-04-2459 
PUC Docket 
29208 

� 04-1�-UNC OH 

06104 SOAHDocket TX 
47J.04.4555 
PUC Docket 
29526 

08104 SOAHDockat TX 
47J.04.4555 
PUC Docket 
29526 
(Supp Dinld) 

� U-23327 LA 
SubdockatB 

• 10104 U-23327 LA 
SubdoclletA 

12/04 CeseNos. KY 
2004-00321, 
21)04-00372 

01105 30485 TX 

02/05 18838-l.l GA 

OW5 18838-l.l GA 
Panel wi1h 
Tony Wackerty 

02105 18838-U GA 
Panel with 
t.td1ella Theberl 

03105 Case Nos. KY 
21)04..()()426, 
2004..()()421 

0Ml5 2005-00068 KY 

• 

Expert Teatlmony Appearances 
of 

LaneKollen 
aa of July 2013 

Party Utility 

Kentucky lndJslrial U61\y Kentu:ky Ullllties Co. 
CustDmers, Inc. 

CiDes SeNed by Texas- Tei!IIS-New Melllca 
New Mexico Pawer Co. Paller Co. 

Ohio Enlllgy G�p, Inc. Ccb11bus Southern 
Paller Co. & Olil 
Power Co. 

HousiDn Councillor Heellh Centerl'cill Energy 
and Education Houston 8ecblc 

Houslon Council for Health CenterPoot Enagy 
11\d Educellon HcustonBectric 

Louisiana Public SeNice SWEPCO 
Commission Stall 

l.clulslana P!Mc SeNica SWEPCO 
. Camrnis8ion Stall 

Gala&! Steel Co. East Kenhl:lly Pow« 
Ccoperallve, Inc., Big 
Sandy Recc;, at al. 

Hooston Coundllor Health CentaPolnt Enagy 
end Education Houston Eleclrlc, U.C 

Geolgia Pubic Servica AlleniB Gas Light Co. 
Comnasion·� 
Staff 

Gi!Oigie Public Service Allanil Gas Light Co. 
Canvnisllion Advenrary 
Staff 

Georgia Pubic Sen.ica AUanja Gas Light Co. 
Commission Adversary 
Staff 

Kenklcky lndusll1al UUity Kenll£ky Uillles Co., 
Cualome!s,lnc. l.cluiS'IilleGas.& 

Eleclric 

Kentucky Industrial Utiity Kentilcky Power Co. 
Custorners,lnc. 

SubJect 

Docket No. 130040-EI 
Resume of Lane Kollen 

Exhibit LK-1, Page 18 of29 

Rewnue requiemenlll, de�eclalan rates, O&M 
expense, defelrals and amor11UIIIon, eaml191 sharilg 
rnechalilm, merger SU!Ciedl� VDT surcredl 

Slnrlded CD8II truiH!p, induding valuation Issues, 
lTC, AOIT, E!lfCeSS earnings. 

Rate Slabil2allon plan, defemlls, T&D rate increases, 
earn� 

Slranded cosls lnJe.up,inc:tldlg valuetion il!sues, 
ITc, EDIT, E!lfCeSS mligailn credils, cepacily auction 
� ravenues,lntelesl. 

Interest <11 stranded cost pwsuant 1D Texas Suprane 
Court ramand. 

Fuel and purchased power •penaes IICOWiabla 
lh� lueliJ4uslmant dause, baling actMties, 
compliance wllll terms of verk:lus lPSC Odin. 

Revenue requirements. 

EnWarlmantel cost I!ICOVBiy, qualified costs, TIER 
reql,jraments, coat allocation. 

S1randed cost lnJe.up Including ragulllkxy Cenlral Co. 
assets and llabilllas,ITC, EDIT, capadly auction, 
proceeds, excess mitigetloo aedits, retrospeclva and 
proapadlva ADIT. 

RMnua reqliramenf&. 

� rale plan, pipeline repacament 
prognm sun:halge, performanee basad rate plan. 

Enelgy c:onservaliln, economic dewlopmen� S�d. 
tartllissues. 

EnviiCIIIIelllal cost recovery, Jobs Craat1on Act of 
2004 and §199 deduction,-COfliiiDI eqlily 
ratio, defana and amortlzsllon of 1101U11C111fng O&M 
expense. 

Emlironmental cost recovery, Jobs Cnsaaon Act of 
2004 and§ 199 deduclion, margn <11 albNaras 
used Ia' AEP system sales. · 

J. KENNEDY AND ASSOCIATES, INC • 



• 

Date case Jurl&dlct. 

06105 050045-El FL 

08/05 31056 TX 

011/05 20298-U GA 

09/05 20298-U GA 
Panelwilh 
VldDrla Tayklr 

1Ml5 04-42 DE 

11,()5 2005.()0351 KY 
2105-00352 

01RJ6 2005.00341 KY 

• 
03106 PUC Docket TX 

31994 

05!tl8 31994 TX 
Supplemantal 

03106 \J-21453, LA 
U-20925, 
U-22092 

03106 NOPRReg IRS 
104385� 

OW! \J-25116 LA 

07.QI R-00061368, . PA 
Elal. 

0711l6 U-23327 LA 

08106 U·21453, LA 
U-20925, 
U-22092 
(Subcbckel J) 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

Sculh Flollda HosJilal and Florida P<Mer & Light 
Heal8hcn Assoc. Co. 

Alliance lor Valley NCP Texas Cen\"al 
Healtare Co. 

Georgia Pubic SeNj;e AtmosEnagyCCJp. 
Commi&Sion Advenlary 
Stall 

Georgia Pulic Serllce Atmos Energy Corp. 
Commission Advenlary 
Stall 

Oelawanl Public Ser.ice Ar!Bslan Wmer Co. 
Commlsskln Staff 

Kentucky lnlbtTial UUUly Kentucky Utilities Co., 
Cuslomenl, Inc. l.ouiBVila Gas & 

Eledric 

Kentucky lnOOslrlal U66ly Kentl£ky Power Co. 
Cusinners, Inc. 

Clles Texas-New Mexi:Q 
POlar Co. 

Cllies T-.NN Mexico 
Powii'Co. 

Louisiana Pubic SeMce Entagy Gull States, . 
Commission Stall Inc. 

ADiarQ lor VaUeyHeallh AEP Texas Cenlral 
Care and Houston Council Company ll1d 
lurHeallhEducallon CenterPclnt Energy 

HlcusiDn Efalc 

Louisiana Public Service Entargy Louisiana, 
Commission Stall Inc. 

Mad Ind. Usa18 Group Metropoltan Edison 
Pennsylvania Ind. Co., Peni1S)1vanla 
Customer AlllallCII Eld'lcCo. 

Louisiana Public SaMce Southwelllem Electric 
Commission Star! Pa.verCo. 

LoUslana Public SeMce Enlergy GuW Stales, 
Commission S1all Inc. 

Subject 

Docket No. 130040-EI 
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Slon'n damage expense and re&eMI, RTO CIXSIS, 

0&M expense projectlons, retum on equity 
performance lncenllve, capla slrudure, selecfve 
second llhase posl·tesl yeer !lila Increase. 

Stranded CIXSI ltue-up including regulatory asseiS and 
llabillles, lTC, EDIT, Cllp8City all:tion, proceeds, 
excess mllgallon aedlts, relnlepedlve and 
pnospedlve ADIT. 

Revenue requemeniB, rtJI.In o1 Slldl��ges, cost 
lllCIMIIY lluough SIICharge, � requmenbl. 

Aflllale tansaotlons, cost allocations, capitalization, 
cost al dBit. 

Allocation d!BK net operallng kisses � 
regulatEd ard umgiYIBd. 

Wortdorce Saparallon Program cost IIICOI8y and 
shod savings thnough VDT sula8dlt. 

Syslern Sales aause Rider, EnWomlental Cost 
Recovary Rider. Nel �slion Rider, Sbm 
damage, vegetallcn management program, 
depredallon, otl-eys!Bm sales, malnfenance 
norm�izaUon, pension and OPEB. 

Slrandad CIXSI IIICOI8y through �lion trarallon 
or change. 

Relrospeclive JlDFIT, prospective ADFlT. 

Jllisdlttlonal separallon plan. 

Proposed Regttllions �� flow-through to 
ratepayn of excess deferred Income 1alllll and 
Investment IBK cradis on genntion panllhatls sold 
ord�����g�-.J. 

2002-2004 Audit o1 Fuel Ad'JJSimant aause Filings. 
Allllale hnsactions. 

Recovary ol NUG-tatalsd slra1ded costa, gcNBrrmant 
mandaled piOlJIIIliS costs, silml damage costs. 

REM!IIII requiemenls, ilnnula rale pan, banklfG 
pmposaL 

Jurisclctional separal!oo plarL 

J. KENNEDY AND ASSOCIATES, INC. 
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Date Case Jurlsclct. 

11/()6 05C\IH03-3375 OH 
Franklin County 
Court Allid!Mt 

17JC6 U-23327 LA 
SubdockeiA 
Reply Testimony 

03m U-29764 LA 

03107 PUCDodlet TX 
33309 

03107 PUC Docket TX 
. 33310 

oa.m 2006-004n KY 

03107 U-29157 LA 

04Al7 U-29764 LA 
Supplernenflll 
andRebulllll 

• Q.W7 ER07-682-lm FERC 
Afldlllllt 

Q.W7 ER07� FERC 
i\ftlda\ft 

051117 ER07-682-000 FERC 
i\ftlda\ft 

osm U-29764 LA 

07/07 2006-00472 KY 

07/07 ER07-956-000 FERC 
Affidavit 

10/07 05-UR-103 WI 
Olrecl 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

Various Taxing hlthoritlell Slale of Ohio 
(Non-Utilly Proceeding) Oeplll1ment crt 

Revenue 

Louisiana Pubi"IC SeMce SoljfMstem E!ectric; 
Commission staff PCMerCo. 

Louisiana Pullllc SeMce Entetgy Gl.jf Stalas, 
Commission Stall Inc., Enlelgy 

Loulllane, LLC 

Cites f>EP Taxas Cennl 
Co. 

Cities />EP Texas NOI1h CO. 

Kenlll:ky lndusblal Utilily East Kentucky Power 
Cusfomels, Inc. Cooperative 

Loulsill18 Pubic Service Cleco Power, LLC 
Commission Stall 

. Louisiana Public Se!vlce En1B19y GIM Slallls, 
Commlsslllll Staft Inc., Enfelgy 

Louisiana, LLC 

l.olisiana Pubic Service Enfelgy Serkes, 
Conmssian Inc. and the Entergy 

Operatlg 
Companies 

Lruslana Public; Sei'Ate EntB�gy SeMces, 
Cornmlselan Inc. llld lhe Entergy 

Operalllg 
Comp!llles 

Louisiana Public SeNica Ente�gy SeMcas, 
Coomfsslon Inc. and the Enfelgy 

Operaling 
Co� 

Louisiana Nllk: SeNice Enlelgyl..ouislana, 
Commisskln Slaff LLC, Ermgy G1M 

Slates, Inc. 

Ken1ucky lnWstrial Ub1ily East Kertucky 
Customers, Inc. Pnwer Cooperative 

l.ouiliana Public SeNice Enlergy Services, 
Ccnrnission Inc. 

Wisconsin lnd111blal Wisconsin Elecblc 
Energy Group Power Company, 

Wisconsin Gas, LLC 

Subjec:t 

Docket No. 130040-EI 
Resume of Lane Kallen 
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Accountilg lor nuclear fuel assembles as 

l1llll1Uill:t1n eq� and capllalized planl 

Rt!VIImle requlramenls, formula ra1e plan, banking 
proposal. 

.klriadlctlonal albcalion of Entergy System Agreement 
equalzallan lell1edy apts. 

Revenue req•menla, Including lunctionallzation of 
lransmissloo and dlsbibutlon cos11. 

Revenue requlremenla, i1cludlng lundlonalizalion of 
lransmlsslon and dstrllullon costs. 

lntadm rate lnc:raa, RUS loan covenanla, cqdft 
facilly requiamenla, manclal condition. 

Pell!llnent (Phase I� storm d111111!J8 cosiii!CIMiry. 

Jurisdictional alloc:allon d Entagy � � 
equalizaion remedy� 

AlocaliJn a/ inllllgibla end general plant and A&G 
expenses Ill paluction and state income 1111 elfects 
on equalzalion remedy�-

FualflaciP.i cos1B and compllanoa with FERC 
USOA. 

Alocallon cr1 lnlqlble and genn plant and 1\&G 
expenses ID (JOIU:tion end aa:ount924 ellect3 on 
MSS-3 equalzation Jemedy paymenlll and receipts. 

ShCM ca�aelar Wolating LPSC Order en fuel hedging 
costs. 

RIMIJ'IUB requlramenla, post-lest year adjustments, 
TIER, surcharge revenues and Clllls, flnancial 
oeed. 

SIDrm damage ccsflralatad to Hunlcanes Kabina 
and RHa and effecll of MSS-3 equallzatlan 
payments and racalpts. 

Revenue requlramenlll, canying chalges en CWIP, 
amol1izalloo and ratum on regulmy assai&, 
worldng capital, lncenllve compensatloo, use cf Rile 
base in Ueu of c:apilaliZIIIion, quanUIIcallon and use 
of Point Bead! sale proceeds. 

J. KENNEDY AND ASSOCIATES, INC . 
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Date Case Jurisdict. 

1007 05-UR-103 WI 
Surrebutlal 

1007 2508Q.U GA 
Direct 

11107 Q6.0033-E.CN wv 
Direct 

11107 ER07-682.000 FERC 
Direct 

01/08 ER07 -682.000 FERC 
Cross-Answering 

01/08 07-551-EL-AIR OH 
Dlracl 

• 02KI8 ER07 -956-000 FERC 
Direct 

rom· ER07-956.QOO FERC 
Cross-Answering 

04AI8 2007.00582, KY 
2007.00563 

04AI8 26837 GA 
Olract Panel with 
Thomas K. Bond, 
Cynthia Jol1nson, 
andMchelle 
Thebart 

• 

Expert Testimony Appearances 
of 

Lane Kallen 
as of July 2013 

Party UUIIty 

Wisconsin Industrial Wisconsin Electm: 
Energy Group Pa..er COmpany, 

Wlscoollln Gas, U.C 

Georyla Public SeMca Georgia Power 
Commbs!on Public Company 
lnblresl Adversary Stall 

West 1/irglnla Enaryy Appalacliln Power 
Users Group Company 

louisiana Publi: SeMce Entsrgy Services. 
Comnisslon Inc. and the Enlergy 

()paratilg 
Companies 

louisiana Ptmlic SIINice Entergy SeMces, 
Commission Inc. 8lld the Enlargy 

Operatilg 
Companies 

Ohio Energy Group, Inc. Ohio Edison 
Company, Cleveland 
Eleclric lluminaling 
Company, Toledo 
Edison Company 

Louisiana Public servlci Entaryy ServiCIIII, 
Convnlsslon lnc.llld lite Entergy 

Operating 
Companies 

Louisiana Public Service Entargy SeNcas, 
Commission Inc. and tile Entargy 

Oparallng 
Companies . 

Kentucky lnduslrial Utiltr Kantucky Ullltles 
Custornn. Inc. Co., Louisvlle Gas 

and Eledric Co. 

Geotgia Publi: Service SCANA Energy 
Comnission Staff Malketing, Inc. 

Subject 
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Resume of Lane Kollen 
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Revenue reqtirvmenls, C3lYifV chalgea on CWIP, 
amolllzation and return on regulatlxy assels, 
wortq capital. Incentive compensation, use oll3le 
balain leu of capilallzaHon, qullllll"ocation and use 
of Point Beach sale proceeds. 

Alllllale IXISis, lncenlive compensation, consolidated 
lncoma laxes, §199 daductlon. 

IGCC surtharge during construction period and 
post�rHervi:e data. 

Functlonallzallon and allocation of Intangible and 
ganeraf plant and A&G expenses. 

FunctlonaHzallon and alocallon ollnlanglble and 
ganeral plant and A&G expensea. 

Raveooe requirements. 

Functlonalzatlon ol expenses in aocount 923; storm 
damage expense end a&:c�U�Ia 924, 228.1, 182.3, 
254 and 407.3; I8X NOL carrybad!a in accounts 165 
and 236; ADIT; IIJdear service Bves and eff1ICI on 

depredation ll1d decommissioning. 

Functionalzadon ol expenses In account  923; storm 
damage expense and eocounls 924, 228.1, 182.3, 
2S4 and 407 .3; tax NCX. canybaclls in acoounls 165 
and 238; ADIT; nuclear service lives and effect on 
deprec811on and dacommblsioning. 

Merger surcredll 

Rille Nlsl complakll 

J. KENNEDY AND ASSOCIATES, INC. 



• 

Data Case Jurlsdlct 

OMl8 26837 GA 
Rebullal 
Panelwilh 
Thomas K. Bond, 
Cynt!WI Johnson, 
and Michelle 
Thebert 

05108 26837 GA 
Supplemental 
Rebutlal 
Panelwllh 
Thomas K. Bond, 
Cynlhfa Johnson, 
and Michelle 
Thebert 

06.QI �115 KY 

07/U8 27163 GA 
Dllacl 

• 
07/08 27163 GA 

Panelwllh 
Vlcllllta Taylor 

08108 6680-CE-170 WI 
[)ked 

08/08 . 6680-UR-116 WI 
Dk'ect 

08108 6680-UR-116 WI 
Rebuttal 

01!108 6690-UR-119 WI 
Direct 

� 6690-UR-119 WI 
Sunabullal 

09A:l8 08-935-El.-SSO, OH 
08-91&-EL.SSO 

10!08 08-917-EL-SSO OH 

10!08 2007-564, KY 
2007-565, 
201m-251 
�252 

11108 EL0&61 FERC 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

Geo�gla Public SeMce SCANA Energy 
Commission staff Marketing, Inc. 

G1101gla Public Service SCANA Energy 
Commission Staff Marketklg, Inc. 

KentuGky Industrial Utility East KEinttl;ky 
CustDmer&, Inc. Power Cooperative, 

Inc. 

Geolgla Public Service Atmos Energy Corp. 
Commission Pubic 
Interest ftdvociJI:y Slaff 

Geolgia Public Servica Almos Ellfii!IY Corp. 
Commission Public 
lnlerest Advocacy Staff 

WISCOnsin lnduslrial Wisconsin Power 
Energy Group, Inc. and Ught Canpany 

Wisconsin Industrial Wisconsin Power 
Energy Group, Inc. llld.UghtCompany 

WISCOnSin Industrial Wisconsin Power 
El!ef9Y Group, Inc. and UghtCompany 

Wisconsin lniluslrfal Wisconsin Pul*: 
Energy Group, Inc. Service Corp. 

Wisconsin Industrial Wisconsin Public 
E11819Y Group, inc. Service Corp. 

Ohio Ene19J Group, Inc. F'ntEilergy 

Olio Energy GIOUP, Inc. AEP 

KsnbJcky indlllljrialll1illy Louis'411aGaeand 
Cuetomelll, Inc. 8ecb1cCo., 

Kentucky U1lH11es 
Company 

Louisiana Public Service Enlergy Services, 
Commission I no. 

Subject 
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Resume of Lane Kellen 
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RUe Nisi complaint. 

RIA& Nisi complaint. 

Environmental surclage 18C0118rles, indudlng Qllls 
lliCOV8Ied In existing lllles, TIER. 

Revenue requlramenls, Including projectad test ynr 
rate base and expenses. 

Affiliate baneectlons and division coet allocetlooa, 
capllal strudul8, cost of debt 

Nelson Dewey 3 or Colombia 3 tlxad financial 
peramelllr&. 

CWIP In ra1a base, labor expenses, pensiln 
expansa, �nancl�. capital iltrucii.Jre, decoupl'q. 

capilai structure. 

Prudence of WeatDn 3 oulage, incentive 
comperaatian, Crane Cneek Wind Farm inaemental 
nMIIIu& requirement, capital struclure. 

Prudlence of Wea!Dn 3 outage, SeQion 199 
deduction. 

Standard service orr. ratas pursuant to electric 
SI!Qirfty plan, significantly excessive eeml� IIIII. 

Slandard service offer ratas pumr.nt to elictric 
SI!Qirfty plan, slgnltlcanUy excessive earnings test 

Revenue forecast. affiHale casts. deprecletion 
expenses, federal and slate income tax expense, 
capitalization, east of debt. 

Spinclelap gas staage fa::illes, regulatory asset 
and bandwidth remedy. 

· J. KENNEDY AND ASsOCIATE� INC • 
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Date Case Jurtsclcl 

11AJ8 35717 TX 

1WII 27800 GA 

01Al9 EROB-1056 FERC 

01109 EROB-1056 FERC 
Supplemenlal 
Direct 

02Al9 8.06-51 FERC 
Rebullal 

02109 20Q8.00409 KY 
Dired 

OJ/09 EROB-1056 FERC 

• 
Answem9 

OJ/09 U-21453, lA 
U-20925 
U-22092 
(Subdocket J) 

04109 U-21453, LA 
U-20925 
U-22092 
(Subdockef J) 
Rebullal 

04109 2009.00040 KY 
Direct�nterim 
(Oral) 

04109 PUC Docket TX 
36530 

05/09 ER08-1056 FERC 
. Rebullal 

OMl9 20Q!I.0004() KY 
IJirect. 
Permanent 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

Cllles Served byOncor Oncor Calvary 
Delt;ery Ccltnp51y Company 

Geo�gla Plilllc Service Geal!lla Power 
Commission C!Jn118ny 

Louisiana Public Service Entergy Services, 
Commission Inc. 

Louisiana Public Service Entelgy Services, 
Commission Inc. 

Louisiana Public Service Entergy Servlcee, 
Commission Inc. 

Kanlucky Jnm.stl1al Utility East Kentucky 
Custome11, Inc. Power Coopera1ive, 

Inc. 

Louisiana Pubic Service Entergy Services, 
Commission Inc. 

Louisiana Pubic Service Entergy Gulf States 
Commission Stall Louisiana, LLC 

Louisiana Pubic Service Enargy Gulf Slates 
Commission Stall LoUstana. LlC 

Kentucky lndulllrial Utility Big Rlva11 Electric 
CustomeJB,Inc. Corp. 

StaiB Office of Oncor Electric 
Administraliva Hearings Oellvary Coqlllll)', 

LLC 

Louisiana Public Service Enlelgy SeM::es, 
Commission Inc. 

Kenlucky lndusll1al UUD!y. Big Rlva11 Becbi:: 
CuslomeJB,Inc. Corp. 

Subject 
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· Racovary of old meter coii1B, asset ADAT, cash 
wol1clng capital, racovary of Rllor year resii\Jclurlng 
cosls,levellzed racovery of storm damage cosll, 
Jll!llpecWe storm damage accrual, consolidated lax 
saW1gs adjustmenl 

AFUDC VIllUS CWIP in 1'1118 base, mirror CWIP, 
carllflcatian cost. usa of short term debt and trust 
prafem!d llnancl�, CWIP recovef}', regulakly 
lncantlva. 

Enlefgy System Agreement bandwidth .remedy 
caiCIIIations, includilg depreclalion expanse, ADIT, 
capllal structure. 

Blythevile leased lurblnas; accumulated 
depraclalion. 

Splndlelop gas storage facBHles regulatory asset 
and blwlwldlh remedy. 

Revenue requirements. 

Entai!IY System Agreement bandwidth ramedy 
calculatloos,lndudlng deprecJatJon IIICpeiiSt, ADIT, 
capllal struclure. 

VlolaUon of EGSI sepalllllon order, ETI Md EGSL 
separation acoountlng, Spkldlelop regulatory asset. 

Viole1lon of EGSI separation order, ETI and EGSL 
separaUon accounUng, S�ndlelllp reglUiory asset 

Emergency intel'rn rate lnaease; cash 
requirements. 

Rale case expenses. 

Enlei!IY S'jSiam Agreement bandwidth remedy 
caiQJialions, lnclldlng deprec:iation expense, ADIT, 
caplal struclure. 

R-e requirements, TIER, cash flow. 

J. KENNEDY AND ASSOCIATES, INC • 
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Date Case Jurlsdlct. 

07100. 0806n-EI Fl 

08109 U-21453, LA 
U-20925, 
U-22092 
(Subdockat J) 
Supplemental 
Rebullal 

0Ml9 8516 and 29950 GA 

09/09 05-UR-104 WI 
Dii8CIIII1d 
Surrebuttal 

O!W9 09AL-299E co 

09/09 6680-UR-117 WI 
DIIIICiand 

• 
Swrabutial 

1CWB 09M15E co 

10109 El.!J9.60 LA 
DIIIICI 

10109 2009.{)0329 KY 

12.()9 PUE-2009-00030 VA 

12.()9 ER00-1224 FERC 
Died 

01/10 ER09-1224 FERC 
CroSs-Answering 

01110 ELQ9.50 LA 
Rebutllll 

02110 ER0&-1224 FERC 
F"mal 

• 

Expert Testimony Appearancee 
of 

LaneKollen 
aa of July 2013 

Party Utility 

Sou1h Florida Haspilal and Florida Power & 
Haallhcare Association Li;lhtCampany 

Louisiana Public Service Entagy Gul Stales 
Commission Lcuislana, LLC 

Georgia Public Service Allanta Gas Light 
Commlsalan SIBil Company 

Wisconsin lnduslrlal Wisconsin Electric 
Energy Group . Powar Company 

CF&I steel. RocKy Publk: Service 
Mountain SIHI Mils LP, Company of 
CllmaxMdybdenum Colorado 
Company 

Wisconsin lnduslrlal Wlsconsil Power 
Energy Group a�d Light Company 

Cripple Creek & Vleklr Black HlllsA::O 
Gold Mililg Company, et SeclrlcUIDily 
al. C".oqlany 

Louisiana Public SeNice Enlelgy SeMces,. 
Commission Inc. 

KeniiJcky lndll!llrial Utilty Loui&vlle Gas and 
Customer&, Inc. Electric Company, 

Kentucky Utilities 
Company 

Old Dominion Committee Appalachian Power 
for Fair UH6ty Rates Company 

Louisiana PubHc SeNice Enterg). SeMces, 
Commission Inc. 

Louisiana Pubk: Service Entergy Services. 
Commission Inc. 

Louisi- Public Service Entergy SeiYical, 
Commission Inc. 

Loulsl818 Public Service Entagy SaNices, 
Commission Inc. 

Subject 
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r.tdfipla IB&t year&, GBRA rider, forecast 
assumptioos, revenue requlreman� O&M expense, 
depreclalfon expense, Economic StlmuiiiS Bill, 
caplal stnJclure. 

VIOiallon of EGSI sepall!llolt order, ETI and EGSL 
separallon ac:counling, Spildletcp regulatoly asset 

Modfication of PRP surcharge to inckide 
inlrllslndura c:asla. 

Rswnue requilemenll, lncenHve compensation, 
deprec:ialion, deferral mHlgallon, capital stM:tura, · 
cost ol debt. 

Foracasb!d last year, historic lest year, pmfonna 
adjuslmenls for major plant adcfrtlons, tax 
depredallon. 

R811811U8 requlremen1s, CWIP il rate base, deferral 
mltlgallon. payrull, capacity shutdowns, reg��latory 
assets, rata of rabrn • 

Cost prudence, cast allarilg mechanism. 

WBtarford 3 s*neaaeback accumulated deferred 
incame taxes, Entergy Systam Agreement 
bandwld1h remedy calc:Wations. 

Trimbla County 2 depn!clallon rateiJ. 

Retum on equity incenllve. 

Hypolhati:al versus actual costs, out of period 
cosls, Spincletql dllfanad capital cosll, Waterford 3 
salelleaseback ADIT. 

Hypalhetical VlllliUS actllll cOils, out of period 
cosls, Spimletllp deland capilal costs, Watarfad 3 
saleJieaseback AOIT. 

Watwford 3 salelleaseback accumulated deferred 
inooma laxas, Entergy �tan Agreement 
bandwidth remedy calallatlons. 

Hypdhellcal VlllliUS actual costs, out of period 
cosls, Spindletcp clelerMd caplal coals, Walsdord 3 
lllllallllaleb! ADIT. 

J. KENNEDY AND ASSOCIATES, INC • 
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Date Case Jurtsclct. 

02/10 30442 GA 
Wackerly-KoDen 
P111el 

02/10 30442 GA 
McBrtcfe.Kolan 
Panel 

02110 2000-00353 KY 

00110 2Q09.00545 KY 

03/10 E0151GR..()8.1151 MN 

03110 EL10-55 FERC 

04110 2009-00459 KY 

• 
04/10 21J09.00458, KY 

2009-00459 

08/10 31647 GA 

08/10 31647 GA 
Wackerly-Kollen 
Panel 

08/10 2010..00204 KY 

09tt0 38339 TX 
Dllectand 
Cross-RebiMal 

09/10 EL10-55 FERC 

09110 2010.00167 KY 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Ubllty 

Geo'!Jia Pubic SeMce Almoa Enelgy 
Commission Slaff Corporation 

Geo'!Jia Pubic SeMce . Afrnos Energy 
Commission Slaff . Colpolatlon 

Kentucky lndusllfal Utllly l.alislille Gae and 
Customers, Inc. Elelitc Company, 

Kentucky utllllles 
Company 

Kentucky lnduslrlal Utility Kentucky Power 
Customers, Inc. Company 

I.Brge Power lnleMiners fltnnesola Power 

Louisiana Public SeMc:e Enle'!JYServlces, 
Commission Inc. and the Emergy 

Opnling 
Companies 

Kentucky lndusbtal Ullly Kentucky Power 
Customers, Inc. Company 

Kentucky Jncebtal Ulliy Kentucky UtiHIIes 
CUS1Dme18, Inc. ·Company, Loulsvila 

Gas and Elecblc 
Company 

Geolgla PIMc s5w:a Allanla Ges Light 
Comrrission Staff Company 

Georgia Pubic SeMce Atlll1la Ges Llght 
Commlssk:n Sial! Company 

Kentucky lncllslrial Ulll!y LDuls'llla Ges and 
Cuslomers, Inc. Electri: Company, 

l<sltuc:ky U1illies 
Company 

GuW Coast Coelll:ln d CerterPoint Enelgy 
Cllles HOU&IDnEiectllc 

Louisiana PubUc Service EnfeJgy Setvices, 
Commission Inc. and the Enlergy 

Opel9ting 
Companies 

GaUatln Steel East Kentucky 
Power Cooperative, 
Inc. 

Subject 
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Revenue raqulramant lasues. 

AllilallrldM&Ion tnllsac:llons, cost aUocatioo, capital 
SIIUdU19. 

Ralemaldng recovery of wind power purdlased power 
agreements. 

Ralemalctlg recovery of wind power pun;hesed power 
agreement 

RMnUe requinllnenllssuea, cost overruns on 
environmEntal retrofit pmjecl. 

Depecialion expense and elleds on � 
Agreement tarllls. 

Revenue �ntlssues. 

Revenue requiiWIII!III issues. 

R8YIIlue requirement end &yna'!JY B8V1ngs issues. 

Allllat8 transacllon and CUstaner First prcgram 
issues. 

PPL acqulsftlon olE. ON U.S. (LG&E and KIJ) 
condftlons, &a�ulalllon eavings, aharilg dalenal 
mechanism. 

Revenue raquk'ementissues, including consoldaled 
lax savir1l& adjustment, inceniiYe compensallon FIN 
48; AMS sun::harge inclllling rcD�n to base 18188; rate 
case expenses. 

Depreciation IBies and •penea 111M elfects on 
SysiEm Agreement Ids. 

· Revenue raquieme,.._ 

J. KENNEDY AND ASSOCIATES, INC • 
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Date case Jurlsdlct. 

09/10 U-23327 LA 
SID!ocketE 
Direct 

11MO U-23327 LA 
Rebutlal 

09110 lJ.J1351 LA 

10/10 10-1261·EIAJNC OH 

10110 1()..()713-E.fC wv 

1W10 U-23327 LA 
SubdocketF 
Direct 

• 
11110 El10-65 FERC . 

Rebullal 

12/10 ER10-1350 FERC 
Diect 

01/11 ER10-1350 FERC 
Cross-Ana� 

03/11 ER10-2001 FERC 
Diract 

04111 Cmss-An-.ing 

04111 U-23327 LA 
SUbdocketE 

04111 38306 TX 
Direct 

05/11 Supptemenlal 
Diract 

05111 11-0274-E-GI wv 

• 

Expert TnOmony Appearancn 
of 

Lane Kollen 
as of July 2013 

Party Utility 

lauf!illna Pubi"IC Service SWEPCO 
Commisslcn 

louisiana Pubic Service SWEPCO 
Commission 

Louisiana Pubic Service SWEPCO and Valley 
Cammissim Stalf Electric Membership 

CoqllntMt 

Ohio occ, Ohio Columbus Sou1hem 
Mantlacturars Assaclellon, Power COmpany 
Ohio Enelgy Group, ONe 
Hospll&l Asscciation, 
�alidian Peace and 
Jusllce Netwodt 

West Vlflllnla Eneogy Usn Monongahela "-r 
GIOup COmpany, lhe 

Polomac Edison 
"-COmpany 

louisiana Pullllc SeNice SWEPCO 
Commlseion Stall 

louisiana P�Jl!lc SeMc:a Enlelgy Services, 
Commission Inc:. and lha Enlergy 

Opara&lg 
Companies 

louisiana Publlc·SeNice Entagy SeNices, 
Commission Inc:. and lhe Enlalgy 

Operating 
Companies 

lauisllll8 PIJJic SeNioe Enlergy SeMcas, 
Casmdsslon Inc:. and the Enlergy 

Operating 
. Companies 

laullll11111 Pubic SeNice Enlelgy SetVIces, 
Commission Inc. and Enlalgy 

Arlalsae, Inc. 

Lauisln Public Serviaa SWEPCO 
Commission Staff 

Citias SeNed by Texas- Texas-N111r Mexico 
N111r Mexico Power Power COmpany 
Company 

West Vrginla Enetgy Users Appalachian Power 
� COmpany and 

Whee� Power 
Company 

Subject 
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Fuel audit S02 alkMance expense, variable O&M 
upanse, oft� sales maJgln sharing. 

Fuel·audt 502 alowanca expense, variable O&M 
expense, oll-ays!em sales maJgin sharirlg. 

Sale dVallflt assets to SWEPCO and mssclulian of 
Vallsy. 

Slgrificantly excessive earnings test. 

Marger o1 FISt Energy and Allegheny EnEIIIY· 

AFUDC &4ustrrenls in FanniE Rata Plan. 

Depraciallon IIIIas and expense q,tt effecls an 
Syatam Agreement tarurs. 

Wate!lord 3tease amartlzallon, ADrr, and fuel· 
�ry eflaclll an System Agreamentlarllls. 

WlltiiJford Jlease arnartfzalon, ADIT, and fuel 
ii'MmiDry � an System Agreement tarilfs. 

EAI depreciatiln rates. 

SeUiemenl. including JBSOiution of 502 allowance 
expense, variable O&M expense, and tiered sharing 
ol otl-ey&tsrn sales margins. 

AMS ctePoymenl plan, /lMS SLICharge, rata case 
expenses. 

Defalllll .-ry pflase.ln, construclkln surcharge. 

J. KENNEDY AND ASSOCIATES, INC. 
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Date Case Jurisclct 

Ofil1 2011-00036 KY 

0&111 29849 GA 

07/11 ER11-2181 FERC 
DIIIIC!and 
Answering 

07/11 PUE-2011.()()()27 VA 

07/11 11-34&-a-sso OH 
11-346-EL·SSO 
11-34G-EL-AAM 
11-350-EL·AAM 

08111 ER-11·2181 FERC 
Closs-Answering 

08/11 U-23327 LA 
SubdocketF 
Rebutlal 

08/11 05-UR-105 WI 

• 08111 ER11-2161 FERC 
� 

09/11 PUC Docket TX 
39504 

09/11 2011.00161 KY' 
2011-00162 

1M1 11-4571-EL.UNC OH 
11-4572-EL.UNC 

1�11 4220-UR-117 WI 
Direct 

11111 4220-UR-117 WI 
SUrrebuttal 

11/11 PUC Docket TX 
39722 

0:?112 PUC Docket TX 
40020 

0:!112 2011-00-401 KY 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

Kentucky Industrial Ullily Big RiV8!ll Electric 
Cus1Dmem, Inc. Colp. 

G1101gla Public Sal\llce Georgia Powar 
ConrnissionSialf Company 

Louisiana Pubic Service Entsgy Servlcel, 
Commission Inc. and Enlagy 

T811111,1nc. 

Vhglnla Commitlee ltr Fat VngWa Eledrk: and 
UtililyRates Power Company 

Ohio Enagy GIOUP AENlH 

l.ouiliana Public SeNioe Entergy Servloea, 
Conllllssion Inc. and EniBJgy 

Texas, Inc. 

l..aullllana Public Sarvice . SWEPCO 
Conllli911on Slall 

� lndlalrilll Energy 
Group_ 

WE Energies, Inc. 

LDIEiana Public SeMc:e En1etgy Sarvioes, 
Commission Inc. and Enlargy 

Texas, Inc. 

Gulf Coast Coalition of CentaPolnt Energy 
Cities Houstm ElDic 

Kentucky lllWalrial UU!Ily Louisville Gas& 
Conswnem, Inc. Elec:lri:Cumpany, 

Kentudly U1lllas 
� 

Ohkl Energy Group CoUnbus Southam 
PolwCompany, 
Ohiol'olw 
Company 

Wisconsin lndUibial Energy Norlhem Stales 
Group P--Wisoonsln 

WISalllSin Industrial Enagy NOI1hem Stalls 
Group P�-Wsamsin 

Cities Served by lEI' AEPTexasCentn!l 
Texas Canlnll Coqany Corr.,any 

Cities Served by Onoor Lone Star 
Tr.m!llrission, LLC 

Kentucky Industrial Ulilily Kentudty Power 
Customers, inc. Company 

Subfed 

Docket No. 13004D-El 
Resume of Lane Kollen 
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R-.ueraquiemenls. 

Aa:ounting Issues related to Vogtle ilsk-sharing 
rnecharEm. 

ETI depreciation rates; aocounting Issues. 

Relum on eqljly performance lnoeniMI. 

EquH¥ Stablllza1lon lncantive Plan; actual eamed 
relwns; ADIT oll'llels In �ders. 

ET1 depreclallon rales; accoun11ng Issues. 

Depreclallon mas end sel\llce lives; AFUDC 
adjustmllnls. 

Suspended amoct1zat1on expenses; revenue 

requlremenls. 

ETI depleclation 181es; 80C0Un1i1g Issues. 

lnveslment tal ad, excess deferred Income taxes; 
nonnalzalon. 

ErMonmanlal reqlirements and l'a1ancilg, 

Slgnillcanlly IXI:eiiSive eamlngs. 

NudearO&M, dapNC:iation. 

NudearO&M, dapreclsUon. 

lnveslment tax creclt, &ICOBSS deferred Income laxs8; 
normalization. 

Tempormy ratas. 

Bill Sendy 2 anwanmantal NlrCIIts av1 
anmnmental surdlarge raoovay. 

J. KENNEDY AND ASSOCIATES, INC • 



• 

Date case Jurlsdct. 

4112 2011.00036 KY 

Dlract Rehearing 

Supplamlllllal 
Dinlcl Rehaarirg 

04112 1().2929-EL.UNC OH 

05112 11-346-a.SSO OH 

11-348-Cl.SSO 

05112 11-1393-EL.-RtR OH 

<M2 400211 TX 

07/12 120015-EI FL 

07/12 2012-00063 KY 

• 
09/12 OHIR-106 WI 

10112 2012-00221 KY 

2012-00222 

10/12 120015-EI FL 

Diect 

Rabullal 

10/12 40034 TX 

11M2 40627 TX 

Di'Bcl 

12!12 40443 TX 

12112 U-29764 LA 

• 

Expert Tesdmony Appearances 
of 

LaneKollen 
as of July 2013 

Party Utility 

Kenlllcky kWslrial Ullly Big RMIIS EJaic 
Cuslo11181S, Inc. Cap. 

Ohio Ene�gy Group � illlo PciMer 

Ohio E��e�gy Group �allof'ower 

Ohio E��e�gy Group Duke Ene�gy 01*!, 
Inc. 

Cities Ser.oed by Oncor Lone Star 
Transmission, LLC 

South Flollda Hospital and Florida Pawer & Light 
Haallhc8111 Aesoclalion Company 

KriJcky lrxlJS1rlal Ullllly Big Rlv8!S Eleclri: 
Custann, Inc. Corp. 

Wisconsin I!Wslltal En819Y Vl'iscllnsinElec:lric 
Group, inc PIMar Company 

Kentucky lnduslllafUIIly lauisvlle Gas and 
Cusfomels, Jrw::. Eleclrt:Campany, 

Kenlllcky Utiillas 
�"' 

Soulh Florida Hosptal and Fioltla Power & Light 
Haallhcare Association Campa"' 

Staering CornnliiBe of CnaTaxas 
Cities Serwd by Orw::or Tranemlsslon, LLC 

City of Auslln cWa Auatln aty of Aus1in dllia 
Energy AldiEne�gy 

Cities��� by SWEPCO Souttr.Yeslam Bedri: 
PowerCompany · 

Lolisiane Public SeNlce E� GUf States 
Commlsslcn Slaff Lot.islana, LLC and 

Entergy Louisiana, 
LLC 

SubJect 

Docket No. 130040-EI 
Resume of Lane Kollen 

Exhibit LK-1, Page 28 of 29 

RaiB case expenses, depreciation raiBs and expense. 

Sfatll compensation machanlsm, CRES capacity 
cmges, �ty Slablization Mechar1sm 

SIIIIB compensam mechanism, Equity Stabilzatlon 
Mechanism, Retail Slllbilily Rider. 

lncantNes for over-oonpliance on EEIPOR 
lllilldales. 

Revenue raqtiremaniB, includin;l ADIT, bonua 
depreclallon and NOL. worldng capital, 981 ilsuranos, 
depreciallon lliiBs, lederal inal11e laic expense. 

Reveille requiremenll, inducing vegetation 
management, I"AICI8II" outage expense, cash wakilg 
capital, CWIP in llll8 base. 

Envi'tlnmental rebolilll, lrdudlng 81Monmental 
surth&�ge raCIM!I)'. 

Sec:tion 1803 Ql!l1ll, new adllr fdy, payrdl 
expenses, oosl d debt 

Revenue requlremeniB, Including ell-system salas, 
outage malniB/Ianca, at11m damage,lnjwles and 

damages, depreciation ratas and axpe111e. 

Selllement issues. 

Poley and pnx:eduraljasues, reveroe raqulremeniB, 
kllilclng AFUDC, ADIT-baiJS depreclallon & NOL, 
lncenthia ocmpensatioo, i!laftlg, sell-Insurance, nat 
salvage, depreciation llll88 and expense, Income lax 

. expense. 

Rata case expenses. 

Revenue reqtiemenls, hcluclng dapaclallon rates 
and seM:e hell, O&M expenses, CCJIISOiijatad IBJc 
savlr91, CW1P in rallllllse, Turk planl oosts. 

Tennination d purchased power conJracli! belween 
EGSL and ETI, Spiulalop regulalory asset 

J. KENNEDY AND ASSOCIATES. INC • 



• 

Data Case Jurlsdlct. 

01/13 ER12·1384 FERC 

02113 40627 TX 

Rebuttal 

03113 12-428-EL.SSO OH 

04113 12-2400·8..-tJNC OH 

04113 2012.00578 KY 

05/13 2012.00535 KY 

06113 12-3254-EL.UNC OH 

07/13 2013-00144 KY 

• 

• 

Expert Testimony Appearances 
of 

Lane Kollen 
as of July 2013 

Party Utility 

Louisiana Public Serke Enlei!IY Gt.f &tales 
Commission L.cMslana, LL.C and 

Eliei!IY l.Olislroa, 
LLC 

City rJ Aus1i1 dt11/a Austin City rl Ausln � 
Energy Aus1i1 Energy 

The Ohio Energy Group The!layal� 
. and Light eomp..y 

The Ohio Energy Group Duke En&I!IY 01*1, 
Inc. 

Kentucky lndustr1al Ulily Kentucky Power 
Customm,lnc. Company 

Kenlucky lndJslrial Ulilly Big Riveli 8ectric 
Custcmens,lnc. Corporation 

The Ohb En81!1Y Group, Ohio Power 
Inc. Company 

Kentucky lndusblal Ullly Kenlucky Pu.lrer 
Cuslomels,lnc. Company 

Subjec:t 

Docket No. 130040-EI 
Resume of Lane Kollen 

Exhibit LK-1, Page 29 of 29 

Little Gl'PIIY 3 cancellalion casiB. 

Rate case expenses. 

Cepacily c:hatges under slate CCifiiPen&ation 
mechansm, Setvi:e stabilyRider, Switching 
Tlildlsr. 

Capecily chatges IDler slalll compensation 
mec:hanl6m, del'anals, rider to I8CCMil' del9mlls. 

RI!SOIIlll! lllan. incbir'G acquisition allnlerull in 
Mlthell plait 

Rewnue requlrament9, axcass capaclly, 
restructuring. 

Enetgy il\ICIIons lllderCBP, including reeerve pri:es. 

Biomass ranawlideenergy purchas&agranert 

J. KENNEDY AND ASSOCIATES, INC • 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 

TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-2) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 

ROSWELL, GEORGIA 



• 

ORDER. NO. PSC-09-0283-FOF-EI 
DOCKET NO. 080317-EI 
PAGE 136 

• • 

en 

l 
�a 
0"�� 
�·.·� .;o;;N!!. ,:_,oz 

• �0 
�A)'.....: 

(QO>c.> 
CDiiO 
--oi 
,.,o 
"""' ' ->ID!!! 



• 

• 

• 

BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 

TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-3) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 

ROSWELL, GEORGIA 



• 

75. 

A. 

• 

• 

TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

OPC'S FIFTH SET OF 

INTERROGATORIES 

INTERROGATORY NO. 75 
PAGE 1 OF2 
FILED: MAY 24, 2013 

Docket No. 130040-EI 
Response to OPC-1-75 

Exhibit LK-3, Page 1 of 2 

Maintenance Outages. For each year during the period· 2003 through 2012, 
please provide the amount of expense recorded on the Company's books 
associated with maintenance outages at the generation plants. The amounts 
should be broken down by year and by generation plant unit 

See the attached table. 

18 
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.... 
\C 

Unit 

881 
882 
885 
B84 

IIIICT1 
IIIIC'I2 
IIIIC1J 
BBCr4 
GNl 
GN2 
GNS 
6114 
GMi 
GN6 

GNCTl 
851 
852 
BS3 
BS4 
&55 
856 
PIC! 
PIC2 
PK3 
PK4 
PK5 
PH1 
PH% 

zooa 30114 
so 5881.993 
so $1.053.242 

$0 $1.11!1.632 
$2,945,746 $0 

so so 

$0 $0 

$0 so 
so $0 

$0 $0 

so $0 

$577,356 $0 
$513.406 so 

so so 

so so 

so so 

sam S44U81 
so · $223.11i:Z 
$0 so 

so $0 

so so 

so so 

$4.050,000 $1.126.000 
$0 so 

$0 $0 

$0 so 

so so 

$246,!Dl 5279.000 

• 

Plamed Maintenance Outage Expense By Unit & Year 
2005 

$1.520.388 
�.331 
$1,014,921 
$1,205,66'1 

so 
so 

so 

$0 
so 

so 

so 

so 
so 
so 

so 
$427.682 

$208.578 

so 

so 

so 

so 

$1,483,000 
$0 
so 
so 
so 

Z006 1rl11 2DOII :zoaa 
$4.016.821i 

so 

$1.715,289 
$2.323,420 

so 
so 

so 
so 

so 

$0 

so 

so 

$0 

$0 

so 

5537,841 

$1,355,994 

$0 

so 

so 

so 

$4.557,1Dl 

so 
so 

so 
so 

so 

$219,594 
$979,543 

Sli,3711,696 

so 

so 

so 

so 

so 

so 

$0 
so 
so 
$0 
so 

$2,1)45.565 
$239,175 

so 

so 

so 

so 

S1.532.00D 
$0 
so 
$0 
so 

so 
$620,154 

$5,219,128 
$134,063 

50 
.50 

so 
so 

so 

so 

50 
so 
so 

so 
$0 

$417.860 

$3.951,000 

$0 

so 

so 

so 
$2.518,000 

$0 

so 

$0 

$0 

51.131.000 

$6,105.000 
$448.000 

$0 

$0 

$0 

$0 

so 

so 

so 

so 

so 

so 

so 

so 
$404.'199 

$473.219 

so 

so 

so 

so 

$6,107.000 

$0 

$0 

$0 
$0 

$197,000 $290.000 $40.1100 S75.!Dl $75,000 

2010 
$1.920,000 

$451.000 
$1.495,000 

$2,474,000 

so 

so 

$0 

so 

$0 

so 

so 

so 

so 

so 

so 

SlWIXJ 
$.5D9,000 

$0 

$0 

so 

so 

S:t962.cm 

so 

so 

so 

$0 

so 

2011 
$645.199 

$1.734,997 
$'191,323 
$949.'192 

so 

so 

so 

$20,427 
so 

so 
so 

so 

so 

so 

so 

$2.953,811 
$287,(DI 
$ll..2!iO 
$31.250 

$31.250 

531.250 

$2.9311,000 
so 

so 

so 
so 

so 

2DU 
S6S2.357 

$6115.4n 

$385.165 
$1.470,302 

so 

so 

so 

sil.lliO 
so 

$0 

so 

so 

so 

so 

so 

$321.000 
$2.941.000 

$50.000 
$50.000 
$50,000 
$50,000 

$4,068,000 

so 

so 

50 
so 

so 

Tat.! SII.40S.780 $5,104,110 $9,464,564 514,856,371 $11,434.573 $12.995.205 $14,143.718 $Ul,U7,00D $10.436,949 SlO.�.Q56 

Note: CombuslloniUt'blne maintenanj:e and capital replacemenh (on unJIS BS lA. a. C. BS 2A. a. C. 1nd PK 2. :l4. S) are performed undercontractu•l $e1VIces 

agreemenu (CSAs). Co5ls for dlese unlu are based on usage (srarts/hours)and not Ued to a particular planned malnlenance oulijll!. 
· 

• 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 
TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-4) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 
ROSWELL, GEORGIA 
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• 

71. 

A. 

• 

• 

TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 
OPC'S FIFTH SET OF 

INTERROGATORIES 

INTERROGATORY NO. 77 
PAGE 1 OF 1 
FILED: MAY 24, 2013 

Docket No. 130040-EI 
Response to OPC-1-77 

Exhibit LK:4, Page 1 of 1 

Maintenance OUtages. For each of the years 2013 and 2014, please provide the 
projected amount of expense incorporated In the Company's filing associated 
with overhauls at the production plants, as well as the projected expense for 
2015 and 2016. Provide the amounts In total and broken down by generation 
plant unit. 

The requested information is provided in the following table. 

Projected Planned Maintenance Expense By Unit & Year 

Unit 2013 2014 2015 2016 
881 $900,000 $5,400,000 $840,000 $840,000 

881 $900,000 $950,000 $5,490,000 $840,000 

BB1 $5,300,000 $950,000 $840,000 $5,600,000. 

884 $900,000 $5,700,000 $840,000 $840,0IXI 

BBCT4 $25,000 $25,000 so $0 

BSl $500,000 $600,000 $5,050,000 $600,000 

852 $500,000 $600,000 $600,000 $5,150,000 

853 $62,500 $65,000 $67,500 $70,000 

BS4 $62,500 $65,000 $67,500 $70,000 

855 $62,500 $65,000 $67,500 $70,000 

856 $62,500 $6S,oc;x> $67,500 $70,000 

PKl $3,200,()00 $3,100,()00 $4,100,000 $3,300,000 

PK2 so so so so 

PK3 $0 so so so 

PK4 so so so so 

PICS so so so so 

Total $12,475,000 $17,585,000 $18,030,000 $17,450,000 

Note: Combustion turbine maintenance and capital replacements (on units BS 
lA, B, C, BS 2A, B, C, and PK 2, 3, 4, 5) are performed under contractual services 

agreements (CSAs). Costs for these units are based on usage (starts/hours) 
and not tied to a particular phinnad maintenance outage. 

22 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 

TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-5) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 

ROSWELL, GEORGIA 
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76. 

A. 

• 

• 

Docket No. 130040-EI 
Response to HUA-1-76 

Exhibit LK-5, Page 1 of 1 

TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY NO. 78 
PAGE1 OF1 

FILED: JULY 5, 2013 

Regarding Chronister at MFR Schedule C-6. Please refer to the actual 
2012 and budgeted 2014 amounts of $0.059 million and $0.498 million, 
respectively, total company depiCted on Schedule C-6 for Account 581, · 

"Load Dispatching Distribution" In your filing. Please explain in detail why 
the expense in this account Increases· by $0.439 million, or 744.1%, for the 
projected twelve months ending December 31, 2014 compared to the 
actual twelve months ending December 31, 2012. Your answer should 
identify any deferral or delay in work from prior periods or acceleration in 
work from later periods or any other change In scheduling such work from 
a previous schedule, provide a complete explanation in each Instance for 
each change In schedule, and provide a reconciliation of the expense 
amounts reflected for this account between the two periods and explain In 
detail all known differences. 

In late 2012, the company determined that the FERC CFR requires time 
spent switching and arranging clearance by system dispatchers/operators 
for capital work to be charged as an O&M expense rather than to the 
associated capital project. In addition, O&M-related switching shifted from 
593 FERC In mld-2012 - $439,000 . 

The 2014 spending does not reflect a deferral or delay In work from prior 
periods or acceleration in work from later periods or any other change In 
scheduling such work from a previous schedule. 

81 
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BEFORE THE 
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IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 
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ON BEHALF OF 
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81. 

A. 

• 

• 

Docket No. 130040-EI 
Response to HUA-1-61 

Exhibit LK-6, Page 1 of 1 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY NO. 81 
PAGE 1 OF 1 
FILED: JULY 5, 2013 

Regarding Chronister at MFR Schedule C-6. Please refer to the actual 
2012 and budgeted 2014 amounts of $0.750 million and $5.533 million, 
respectively, total company depleted on Schedule C-6 for Account 583, 
"Overhead Line Expenses Distribution• in your filing. Please explain in 
detail why the expense in this account increases by $4.783 million, or 

637.7% , for the projected twelve months ending December 31, 2014 
compared to the actual twelve months ending December 31, 2012. Your 
answer should identify any deferral or delay In work from prior periods or 

acceleration In worldrom later periods or any other change in scheduling 
such work from a previous schedule, provide a complete explanation in 
each Instance for each change In schedule, and provide a reconciliation of 
the expense amounts reflected for this account between the two periods 
and explain In detail all known differences. 

The requested infonnatlon is provided below. 
• Inflationary Increases - $45,000 . 
• Shift in pole Inspections from 593 FERC - $1.6 million 
• Shift In distribution line support from 580 & 588 FERCs - $2.3 million 
• Shift in distribution enVironmental expenses from 588 FERC -

$162,000 
• Shift in joint use related expenses from 588 FERC and inclusion of 

legal expenses based on actual historical average - $879,000 

The 2014 spending does not reflect a deferral or delay In work from prior 
periods or acceleration In work from later periods or any other change In 
scheduling such work from a previous schedule. 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 

TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-7) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

STAFF'S FOURTH SET OF 

INTERROGATORIES 

INTERROGATORY NO. 48 

PAGE1 OF 1 
FILED: JUNE 10, 2013 

Docket No. 130040-EI 
Response to Staff-1-48 

Exhibit LK-7, Page 1 of 1 

Please refer to the direct testimony of Witness S. Beth Young for the following 
questions: 

48. Refer to page 7, lines 4-15. How did Tampa Electric Company determine the 
number of additional positions to be hired for 2013 and 2014? For purposes of 
this response, please Identify how many apprenUce linemen and apprentice 
substation journeymen positions will be hired to meet the NERC requirements? 

A. There are 26 nfffl positions in the 2013 plan, and 20 new positions in the 2014 
plan. The positions were added based on workload projections and apprentices 
required to replace future rront line retirements. This was reviewed by 
management with overall approval from the VIce President. 

The particular sentence on l ines 6-9 of page 7 of witness Young's testimony Is 
actually referencing just the relay tester as a position to meet NERC 
requirements. The other new positions referenced are being added to ensure 
that there is an adequate front line workforce to maintain existing service levels, 
and respond to an aging infrastructure . 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 
TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-8) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 
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8. 

A. 

• 

• 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 

OPC'S FIRST SET OF 

. INTERROGATORIES 

INTERROGATORY NO. 8 

PAGE 1 OF 1 
FILED: MAY 6, 2013 

DoCket No. 130040-EI 
Response to OPC-1-8 

Exhibit LK-8, Page 1 of 1 

Incentive Compensation. Please provide the budgeted and the actual amount of 
Incentive compensation expense, by plan (I.e., short term ln.centive plan, long 
term Incentive plan, etc.) and bonus expense for each year, 2010 through 2012 
and the budgeted amounts Incorporated in the filing for the test year. 

The requested information Is provided In the following table. 

Tampa Beclrtc 

Performance Sh8rtno Program IPSP) 

Aduel Bu!!ll!t 
2010 
PSP 20,078,475 s,nvoo 
Prw Yet/11 (TitJfMIOIM'I) (567,821} 

19,510,654 5,721,706 

2011. 
PSP 6,506,499 6,240,000 
Pnw veer (TRJ&odo\wl) !445,931} 

6,060,568 6,240,000 

2012 
PSP 6,531,770 6,427,200 
p,.,y ... ThJa.up 3Q5132 

7,026,902 6,427,200 
201a 
PSP NIA 7,168,000 

2014 
PSP NIA 12,383,000 

'ri!CO Energy A&G Allocable to ,..mpa Electric 

Perfonnance Shartng Program fPSP) 

ActUal BudGet 
2010 
PSP 2,396,567 1,717,753 

2011 
PSP 1,665,027 1,651,538 

2012 
PSP 1,932,335 1,769,624 

2013 
PSP II&' A 1,626,926 

2014 
PSP tor A 1,838,082 
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TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 
OPC'S FOURTH SET OF 
INTERROGATORIES 
INTERROGATORY NO. 60 
PAGE 1OFT 
FILED: MAY 20,2013 

Docket No. 130040-EI 
Response to OPC-1-60 

Exhibit LK-9, Page 1 of 7 

Payroll - PSP plan. Please refer to the testimony of Brad Register, page 
18, lines 22 through 26. According to the testimony, the average actual PSP 
payout for the period 2008 to 2012 was 4.54%. Please provide the actual PSP 
payout, by year, for 2008 through 2012. Pl�se also provide the actual payouts 
for each year broken down between financial performance related goals and 
non-financial goals. 

· 

The requested information Is attached. 
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Docket No. 130040-EI 
Response to OPC-1-60 

Exhibit LK-9, Page 2 of 7 

TAMPA ELECTRIC COMPAN'l$'. 
DOCKET NO. 130040-EI 
OPC'S FOURTH SET OF 
INTERROGATORIES 
INTERROGATORY NO; 60 
PAGE20F7 
FILED: MAY 20, 2013 

TAfiiA ELECTIC CIMPAIY 

SUCCESS SHAH. & SAVIll PLAN G8ALS 

2001 .. DATE · 

l 

Rellabnt.,a- LJmlt avarqe IDll!ual OUUip tlma 
to liD IIIOI'tl tblll851 miwtel. BDd lbe B\1811llla SAlOl - 83:l0 miDL 
llliiiUIIl uumber ofiiiOillellluy bltemlplioiJs Ia MAlPf8 _ 13:98 eww. 
ao men lhllll14 ac:can-
cr-sr.. .. � . .t·" 

eaP.I.I� E:r;peodlt1lres-Llmitllllllll8l QIPilll1 
-dlb�n�� ID S536,9miWoD. 
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Exhibit LK-9, Page 3 of 7 

TAMPA ELECTRIC COMPANY. 

DOCKET NO. 130040-EI 

OPC'S FOURTH SET OF 

INTERROGATORIES 

INTERROGATORY NO. 60 . 

PAGE30F7 

FILED: MAY 20, 2013 

TAMPA B.ECTRIC COMPANY 
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s.faty - Limil mmpanywide OSHA m:ordable illcidence rare to 1.10 (1.00'ro). 
Achieve Near Milis reports Ill' business unil El8gy Supply 1.800; Electric and Gas 
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W.tr-Limit companywide OSHA reconlallleillcidence 

I 
Companywide ·eom� 
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1) Limit c:ompanywide OSHA recordable Incidence Rate ID 

1.00. 

2) Actlieve Near hiSs reportS by buskless unil. Energ'f 
Supflllt 1,800; EleclricandGasDellvety,1.800; � 
Services, 1,000. 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 
TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-10) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 
ROSWELL, GEORGIA 
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57. 
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• 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 
OPC'S FOURTH SET OF 
INTERROGATORIES 
INTERROGATORY NO. 57 
PAGE 1 OF 5 
RLED: MAY 20, 2013 

Docket No. 130040-EI 
Response to OPC-1-57 

Exhibit LK-10, Page 1 of 5 

Payroll and Benefits. Please refer to MFR Schedule C-35: 

a. Please explain, In detail, what factors cause the projected gross 
average salary to Increase by 7.12% between 2013 and 2014. 

b. Please provide a revised version of this schedule breaking down each 
of the amounts between the amount expensed and the amount charged 
to capital and other. 

a. The 2014 average salary includes a 3 percent merit ina-ease, 2.5 percent 
additional PSP payout, and approximately 1 percent of additional overtime 
compared to 2013. For 2013, only the 2.percent PSP payout attributable 
to safety Is included In the budget However for 2014, a 5 percent PSP 
payout (2 percent for safety goals and 3 percent for operational goals} has 
been included in the rate request. This additional 3 percent compared to 
2013 equates to $5 mUllan In expenses. 

b. The requested Information Is attached . 

56 
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Docket No. 130040-EI 
Response to OPC-1-57 . 

Exhibit LK-10, Page 2 of 5 

TAMPA ELECTRIC COMPANY 
DOCKET N0.130040-EI . 

OPC'S FOUR'Ili SET OF 

INTERROGATORIES 

INTERROGATORY NO. 57 

PAGE20F5 
FILED: MAY 20, 2013 
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Docket No. 130040-EI 
Response to OPC-1-57 

Exhibit LK-10, Page 3 of 5 

TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

OPC'S FOURTH SET OF 

INTERROGATORIES 
INTERROGATORY NO. 57 
PAGE3 OF 5 
FILED; MAY 20, 2013 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040·EI 
OPC'S FOURTH SET OF 

INTERROGATORIES 

INTERROGATORY NO. 57 
PAGE40F 5 
FILED: MAY 20,2013 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 
TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-11) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 
ROSWELL, GEORGIA 
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TAMPA ELECTRIC COMPANY 
DOCKET N0.130040-EI 
OPC'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY N0.12 

PAGE 1 OF 1 
FILED: MAY 6, 2013 

Docket No. 130040-EI · 

Response to OPC-1-12 
Exhibit LK-11, Page 1 of 1 

Injuries and Damages. Please provide the amount of injuries and damages 
expense for each year, 2010 through 2013, year to date and the projected 
amount of injuries and damages expense included In the test year. 

The requested information is provided below. 

2010 
2011 
2012 
YTD March 2013 

· 2013 Budget 
2014 Budget 

Injuries and Damages· 
$3,662,511 
$5,017,699 
$6,551,971 
$1,201,417 
$6,563,000 
$6,806,000 

28 
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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 
TAMPA ELECTRIC COMPANY ) 

EXHIBIT_(LK-12) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 

ROSWELL, GEORGIA 
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TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 
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131. Allocations. Was the impact of the recently announced agreement tor TECO 
Energy to acquire New Mexico Gas Company, expected to close by March 2014 
and will add 150% to the customer base, factored Into the 2014 budget upon 
vmlch the filing is based? If yes, please explain, In detail, how it was reflected 
and include all assumptions. If not, please provide the current best estimate of 
the impacts of the acquisition on the filing. Include all assumptions used in 
deriving the estimates and identify the amounts and the MFR schedules 
Impacted. 

A. No. At the time of the filing on April 5, 2013 TECO Energy had not made a 
binding offer to purchase New MeXico Gas Company ("NMGC'') and had no . 

. certainty that such an offer would ultimately be accepted · and result In an 
agreement to p1.,1rchase .. Hence, the 2014 test year budget as filed does not 
reflect any Impacts related to the future acquisition of NMGC by TECO Energy. 
TECO Energy expects the acquisition of NMGC to Close by March of 2014, 
dependent upon various regulatory approvals. Assuming current revenue, 
Income and asset levels of existing companies including NMGC and using the 
company's standard allocation process I.e., the modified Massachusetts 
methodology, as well as 2014 budgeted parent costs, it is estimated that the 
2014 TECO Energy allocation to Tampa Electric would be reduced by 
approximately $2.1 million if closing were to occur In March 2014. 
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Allocations. Please identify the currently projected month and year that TECO 
Energy, Inc. will begin to direct charge and allocate costs to New Mexico Gas 
Company and provide the current best estimate of the amount that will be direct 
charged and, separately, the amount that will be allocated from TECO Energy, 
Inc. to New Mexico Gas Company In the first twelve month period after the 
charges begin and for the subsequent twelve month period. 

Please refer to OPC's Tenth Set of Interrogatories, No. 131 for the estimated 
impacts of the TECO Energy allocation assuming a successful closing In March 
2014. It is premature at this time to estimate how much , If any, direct charges 
from TECO Energy would go to New Mexico Gas Company ("NMGC") during the 
specified time period. Additionally, direct charges to Tampa Electric are based 
solely on the work provided to the Company and would not be subject to change 
as a result of direct charges to NMGC • 
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138. Allocations. Please provide the current best projection of the impacts of TECO 
Energy's acquisition of New Mexico Gas Company on costs direct charged and 
cost allocated to ths Company for each year, 2014 through 2016. This should 
Include both a description of the impacts as well as the quantification of the 
impacts. 

· 

A. Please see Tampa Electric's response to OPC's Tenth Set of Interrogatories, 
Nos. 131 and 133. Assuming current revenue, Income, asset levels, and existing 
parent costs, the projected cost allocation reduction to Tampa Electric for 2015 
through 2016 is estimated to be approximately $2.9 million annually . 

8 



• 

• 

• 

BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 

TAMPA ELECTRIC COMPANY ) 

EXHIBIT (LK-15) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 

ROSWELL, GEORGIA 



------------------- -- -

• 

49. 

A. 

• 

• 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 
OPC'S FOURTH SET OF 
INTERROGATORIES 
INTERROGATORY NO. 49 
PAGE1 OF4 

. 

FILED: MAY 20,2013 

Docket No. 130040-EI 
Response to OPC-1-49 

Exhibit LK-15, Page 1 of 4 

Expenses. Please refer to MFR Schedule C-6, page 4 of 6. With regards to 
Records and Collection Exp,ense- Customer Accounts (Account 903): 

a. Please explain , in detail, why the amount of actual expense has been 
so much below the �nnual budgeted expense· In this account for each 
year of the period 2008 through· 2012. (For example, the 2012 actual 
expense Is approximately $3_1 M below the budgeted amount). 

b. Please explain, In detail, why the cost Is projected to increase by $6.5 
million or 38% between 2012 actual and 2014 budgeted. 

a. For the period 2008 through 2012, the primary area that experienced 
below budget favorable variances in Account 903 was the call center 
operations. The most significant driver of the Call Center Account 903 
favorable variance was the department consls�ently budgeting all of Its 
non-recoverable O&M labor to Account 903 when a portion of actual non­
recoverable O&M labor costs were charged to Account 587 and Account 
920. As a re5ult; the variance for Account 903 alone was significant: 
however, the overall total non-recoverable O&M labor variance for the call 
center was far less. The attached document details the call center 
operations non-recoverable O&M labor related variances for Account 903 
and In total. 

As shown in the attached document, the total non-recoverable O&M call 
center labor budget favorable var iance for years 2008 through 2012 Is 
related to efforts . to offset base revenue shortfalls with cost reductions. 
These labor cost reductions were achieved through elim inating Customer 
Service Professional ("CSP") additions and temporarily holding jobs 
vacant · 

b. In addition to customer growth and cost Inflation, the significant Increase 
from the 201 2 actual to 2014 budgeted amount in Account 903 Is primarily 
resuJUng from the call center area consistently budgeting all of its labor in 
Account 903. As Illustrated in the attached document. if the call center 
area had budgeted its 20141abor using the same percentage allocation as 
2012 actual labor charges, the Call Center Account 903 budgeted labor for 
2014 would have been approximately $2.9 million less, and the total of 

. Accounts 587 and 903 would have been higher by $2.9 million. 
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In addition to the account budgeting difference and general cost inflation, 
the remainder of the 2012 actual to 2014 budget increase is primarily 
being driven by the desire to Improve the can center customer service 
metrics by increasing labor resources. In 2012, the call center average 
headcount was approximately 98 team members. Due to significant 
shortfall in base revenues, cost reductions. wer.e ·put In place and CSP 
positions were not filled in 2012. Call volume Increased nearly 15 percent 
In 2012, and service levels for calls answered within 60 seconds dedlned 
approximately 12 percent. _Other call center metrlcs including Average 
Speed of Answers and Calls Abandoned were also reduced .. The 2014 
budget Includes restoring the CSP headcount to an average of 109 Call 
Center team members and improving the customer service metrics. Along 
with adding CSPs, two additional call center supervisors are Included In 
the 2014 budget. The ·increases in headcovnt are budgeted to be 
achieved over the two year period of 201 3  and 2014. To achieve this 
Increase In CSPs; three new hire classes will be required to offset 
projected attrition. Therefore, the additional Call Center headcount plus 
two years of general Inflation on Account 903 resources are the main 
drivers for the true inaease in costs from the 2012 actual to 2014 budget. 
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Regarding Chronister at MFR Schedule c...a. Please refer to the actual 
2012 and budgeted 2014 amounts of $2.321 miiHon and $3.623 million, 
respectively, total company depleted on Schedule C-6 for Account 904, 
•uncollectible Accounts-Cust Accounts• in your filing. Please explain In 
detail why the expense In this account Increases by· $1 .302 million, or 
56.1%, for the projected twelve months ending December 31, 2014 
compared to the actual twelve months ending December 31, 2012. 
Please identify and fully explain each additional step you are taking to 
improve collections in 2014 in light of your projections. Your answer 
should also provide a reconciliation of the expense amounts reflected for 
this accoun1 between the two periods and explain In detail all known 
differences. 

A. As shown on MFR C-11, Tampa Electric's Bad· Debt Factor reflected 
significant improvement. This Improvement began In 2011 due to the 
Implementation of a new credit and collections system that was 
implemented In 2011. One of the efficiencies that came with implementing 
the technology was a significant Improvement in the ability to identify 
actiVe accounts to transfer previously written off accounts. This activity will 
continue along with other successful initiatives, Including outbound dialer, 
aggressive recovery of old write-offs, better targeted collection activities, 
Red Flag rules requiring positive customer ldentltlcatlon, and the 
culmination of aggressive efforts to secure accounts, are projected to keep 
the net wrlta-off percentage well below Tampa Electric's historical average. 
and the Industry average. However, the level of. account transfers to 
previously written off accounts will slow and be exhausted in time. In 

·addition, reductions In LIHEAP and other public assistance programs and 
Preference awards in bankruptcies are expected to have a negative 
impact on write"offs In the Mure. Therefore, the budgeted amount of Bad 
Debt Expense and associated Bad Debt Factor is projected to trend 
toward the higher historical levels through 2014. 
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119.· Outside Services Expense. Please refer to the Original MFR Schedule C-16 and 
revised MFR Schedule C-16, The May 17, 2013 letter provided \OAth the revised 
MFR Schedule C-16 Indicates that the • ..• revised MFR correctly reflects only the 
O&M (excluding clause) components of these consultants. • The amount for 
Legal outside consulting costs for 2012 declined from $4,775,000 In the original 
MFR Sch. C-16 to $1,861,000 to the revised version. 

A. 

a. Please provide a description of the legal costs that were removed in the 
revised version and identify why they were removed (i.e., capital costs, 
clause, etc.). If any were removed as clause related, identify which 
clause. If any were removed as capital, identify what project(s) these legal 
costs were capitalized to. 

b. Please explain, in detail, why the Company projects the legal outside 
services expense (non-clause) will Increase from $1,861,000 in 2012 to 
$4,116,000 In the 2014 test year. 

c. 

a. 

Please provide the total outside consultant legal expense for each year, 
2008 through 2012, broke down between capital, expenses (non-clause) 
and clause related by clause . 

The original amount Included approximately $1.6 million of legal costs 
capitalized to FERC Account 228 associated with Accumulated Provision 
for Injuries and Damages. Additionally, approximately $0.6 milfton of legal 
costs assodated with capital projects were induded. Of that amount, 
$372,535 was associated with the Polk 2-5 Combined Cycle Conversion. 
other capital projects included an easement for IMC Phosphates, the 
gypsum storage addition, Polk water projec;t conveyance, Polk 1 CSA and 
Lee Roy Selmon Viaduct widening. No clause-related O&M . expenses 
were removed. 

b. The company budgeted an increase In legal costs of $2,255,000 between 
2012 to 2014. Of that amount, $733,333 represents one-third of the 
anticipated rate case expense that the company is amort�ing over three 
years. The remaining $1,521,667 consists of $520,000 Incremental 
Energy Delivery costs associated with pending litigation with Verizon 
regarding pole attachment charges, $660,000 assodated with two long­
term fuel commodity contracts and two long-term fuel transportation 

1 
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contracts that are expiring and the balance represents incremental legal 
costs anticipated in the Energy Supply and Corporate Services areas. 

c. The requested information Is attached . 

2 
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125. Regarding Ashburn at 17:24-18:2. Please identify and provide the date(s) 
when Tampa Electric's transmission customers (e.g., APP and Calpine) 
must exercise their option to request rollover of their existing contracts. 

A. Calpine was required to provide notification by May 31, 2013. Tampa 
Electric has recently received a commitment from Calpine to roll-over 249 
MW effective June 1; 2014 and ending May 31,2019. 

Auburndale Power Partners effectively has until December 31, 2013 to 
exercise their contract option. Tampa Electric has no current information 
to update related to thl.s contract . 
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Regarding Chronister at 47:14-18. Please fully explain how Ta.mpa 
Electric proposes to reflect any earnings from transmission revenue if 
Calpine or Auburndale extend or partially extend their agreements after 

· the Commission concludes this proceeding, or if Tampa Elecbic enters 
into any other transmission agreement causing Tampa Electric to earn 
transmission revenues, not forecasted in Tampa Electric's rate case, in 
the 2014 test year or beyond. 

On May 29, 2013 Tampa Electric was officially notified by Calpine that 
they would be renewing 249 MW oftheir existing firm transmission service 
for a five year term commencing June 1, 2014. Calpine was notified that 
they had until May 31, 2013 per the contract to renew the remaining 277 
MW, and they chose not to extend the remaining MW of firm transmission 
service. Auburndale effectively has until December 31, 2013 to exercise 
their contract option, but the company has been made aware through 
verbal communications that an extension wiU not occur. Tampa Electric 
has calculated the anticipated incremental revenues from the 249 MW to 
be $4.92 million in the 2014 test year. As stated in witness Chronister's 
testimony, the company proposes to refund the incremental revenues 
associated with the transmission revenues from the 277 MW of firm 
service occurring during the first five months of 2014. The amount of the 
refund to customers through the fuel clause would be $2.28 million. The 
$4.93 million in revenues were calculated by multiplying the monthly rate 
per J«<l of 1.6134 times 249 MW plus the monthly rate for ancillary 
services, Schedule 1 of .0359 per kW times the 249 kW. The $2.28 

million was calculated by multiplying 277 MW times the same rates for the 
first five months of 2014. 

· 
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TEST YEAR ENDING DECEMBER 31, 2014 · 

($ MILLIONS) 

I. Cost of Capital Aa Filed 

Capital 

Percent 

Long Tenn Debt 35.15% 

Short Term Debt 0.57% 

Customer Deposits 2.60% 

Common Equity 42.26% 

Deferred Income Taxes 19.24% 

Tax Credits- Weighted Cost 0.18% 

Total Cost of Capital 100.00% 

II. Cost of Capital with HUA's Reduction In ROE to 9.3% 

Capital 

Percent 

Long Term Debt 

Short Term Debt 

Customer Deposits 

Common Equity 

Deferred Income Taxes 

Tax Credits- Weighted Cost 

Total Cost of Capital 

Reduction In Grossed Up ROR 

Rate Base as Filed 

Reduction in Rev Req 

35.15% 
0.57% 

2.60% 

42.26% 
19.24% 

0.18% 

100.00% 

Cost 

5.40% 
1.411'/o 

2.20% 
11.25% 

0.00% 

8.54% 

Cost 

5.40% 
1.47% 

2.20% 
9.30% 

0.00% 
8.54% 

Wtd 

Cost 

1.90% 

0.01% 
0.06% 

4.75% 

0.00% 

. 0.02% 

6.73% 

Wtd 

Cost 

1.90% 
0.01% 

0.06% 
3.93% 

0,00% 

0.02% 

5.91% 

Docket No. 130040-EI 
Revenue Requirements - ROE. 

Exhibit LK-20, Page 1 of 1 

Grossed 

Up Cost 

1.90% 
0.01% 
0.06% 

7.76% 

0.00% 

0.02% 

9.74% 

Grossed 

Up Cost 

1.90% 
0.01% 

0.06% 
6.41% 

0.00% 

0.02% 

8.39% 

1.35% 

4,339.974 

(58.375) 



• 

• 

• 

BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY ) DOCKET NO. 130040-EI 

TAMPA ELECTRIC COMPANY ) 

EXHIBIT (LK-21) 

OF 

LANE KOLLEN 

ON BEHALF OF 

THE WCF HOSPITAL UTILITY ALLIANCE 

J. KENNEDY AND ASSOCIATES, INC. 

ROSWELL, GEORGIA 



• 

• 

• 

Docket No. 130040-EI 
Excerpts ofTECO Energy, Inc. 2009-2012 10Ks 

Exhibit LK-21, Page 1 of 9 

Tab)e of Contents 

UNITED STATES 

SECURITIES AND.EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

FORMlO-K 

� Annual Report Punuant to Section 13 or 1S(d) of the Securities Exchange Act of 1934 
Few 1M Rscll year aided December 31, 1009 

OR 

D Transition Report Punuant to Section 13 or lS(d) of the Securities Exchange Act of 1934 

FieNe 
1-1110 

1-5007 

for the lranaiticm pl:riod rrum 10 

J;ncr •am• •I elkh lb!lfstnat 1111 •pedlled 
1•1&1 ch•rtcr,sc!WI arlacarpnndoe. adllru�ar 
m1nslul '!I!S·tt-amC!L h!!!p ......... ... 
TECO INBilG\',INC. 
(a Florida oarponlioo) 
TBCOPiaza 
702 N. Fdllklio Slrocl 
Ta.,..,., Florida 331502 
(813)228-1111 

TAMPA ELE:cr1UC COMPANY 
(• Florida corpondon) 
TBCOPI.-.. 
702 N. Ftaoklln s .... 
Tampo, Floridal3602 
(813) 228-1111 

JWse£SMbc;1• 
TBCO EnCI]D', Inc. 

Common Slock, SI.OOparvaluc 

5ocooldoo ,..._... purautlo SocHoo U(b) allloo Ace 

Secaritlll npt'lftlll p•n•••l til Sect10111 12(1) arthe Ad: N'ONI: 

Nvp• atS'sh ••• ,. whls.!t m!!Sm!l 

Now York Sroet Exchaa&c 

lndic11e by check muir: if'I'BCO &orJy.lna. it a well-knawn .-sunod iSIUOI', q dctinl:d in Rule: 405 of the Securities Act. YES CD NO [J 

lndicaiCI>jl cbed< m.tlrTampa Blc<lric Compoay io o wdl-tnow111.....,od iaUCf,"' dor1110d m Rule 4415 or1he s-ridos i1cL YES 0 NO llll 

tndica���:b)'cbcd:lftlrkif'lhc� ... trllllll.cnatrcquired 10 file n::por11punuant1o SccttonllorSccalon I,S(d)orlbc Exchap Ac:t. YES 0 NO Iii 

UU.Eulpllt)'tl' 
fdodil.:adiUI 

Numbrr 
D-2152ZU 

Jndioolo by d1od< m.t whooherlho rqiouonll (I) '""" filed aU reJION ,.quirod lobe Rled by i1a:tion 13 or 15(d) oflho Soeuridu Euhonp N:! of 1934 diariaslloe .......... llmOftlhl (,..lbr auoh ••onor poriad 
lbollllereJI.-o-o:qain:diO filca��:lu•parll), •nd(2) havo....,oubjcoiO>IIIdl filinc"'!lli...,.... l"orlhcpuUOdoyo. YES llil NO 0 

· 

1adicate b)' Gbect mart whdher lhe regilb'lntl haw submihd.ele&."'lank:aUy and po1c.m oo !heir eorpondc Web site. irllll)', nry llKIIrK'dve Dill. file nquifld ta biiUbmitlal and pOSted pumant to Ruhl oi05 uf 
R........, s-T duri11111te pro=li•>a ll mondl& (or for ouch.-period lhllllho rqillronll......, Rquin:d ID submilaod paaeuoh ftles). YES 0 NO 0 

ladk:alo by �t mart Jr dilldosurc or dcliaqucol nlcn pumaaal &a l1£a •m orltqullllion s-K il nol coalainal heroin. and will DOt be con&ainctl, 10 lhc bnc. orrllfllnnll' knowlcdp. in dcfinili\lc pi'GI.y or 

inrDmlllion llllh:mcntl incorporaiCd by n:raaca in PW'l In of tWa fona. 1 0-K ar 1DJ u1C'ftdmcnt 10 1hil Funn IQ..K. [] 

Jadic:au: by chad!: mut wllcdaa-TECO Bnoru,lnc. ia a tqe KRICRtcd lila', m ac:nlcratcd mer, • ��UDCCClc:dted 61or, or a maUor reponinJ contpany. Sec: the dcfiuitto• or"'arae a.::celcrlted fib,'" "'lccolntcd 
filer" ud •..,.Uor ropooU"8 c:amp"'7" in RDio l:zb.1 ollhc Exolwljc Ad. 

Laqo Accc:ICI'illed &lc:r [IJ �lonlod Olu Cl Non-ACAlcratcd 11'- 0 Sma&lw rcportiGs; CCI'IIfi8IIY 1J 

Jndlea�c� by check mart 'llbclbcr T.npa Ek:dric Compuy ilia brae accclcntl:d ftlcr, &ft accc:lur•tl.-d filer, a niiii-<II:I:CI&Dtr:d mer. • a smaller n:ponina campey. Sa: tho dcdiniliaRti of'1arJc ac:cclerawd filar, .. 
�CI'I&ed 111«" and •arnaiJcr reponj"' aompany" in lulo I l,b..l orLho Eac:hanac Acl 

Larp AcceloiiiCd filer 0 """'lcrllod fil,.. 0 "-Ac� ftlor llll SmaiJcr n:poni"'co"'''""l' [] 

lndicllc by el11:d< muk whcdlorll!CO Enero,lne. Is 01hcll compony (IIi dcftnallll Rule 121>-1 orlhc Acl). YES 0 NO llll 

1""-byol...t<mukwhetherTumpaEieolrioCelllpiiiiJiauhellcampony(asdofioodml\ulollh-2orlheAcl� YES 0 NO llll 

The-- mut01valuc ofTECO Enorg, biC. "ocoro111011 IIOOk hold by oon..t!IU- ol'lbo <qillnnl u oll ... lll, 2009 wu 52,549,961,020 buod an lbe claoi"l •lo l'rioou rq>arud on dlo tlcwYarit­
Exch ..... 

lbe acpoJitc mdc& value of Tampa .Eiccbic Compuy'1 COIIIftiOil Aoclr. hclcl by ODD4ftiliatcl a( tho ragilbant II or Jam.JO, 2009 WU 1mU. 

ThcnumhorofliwcaofTl!CO Eacrl)", lao.'ooolllll>lllliiDCk-laDdingu ofPcb.ll,2DIOwul13,857,116. AaarFtb. 21, lOIO,IbmwaciO_olT_a EleclrlcCompaay•a........,IH1lcl< iiOIICII 
and IMianan•linlo aU ofwbidl _, held.  baldiciolly ud or.-_ byTECO EocrJiy,lnc. 

llOCUMENI"S INCORPORATED BY Rl:n:RENCE 

......... "'""' Dolinilioo.....,. Slllcmcnl roladnsiO""' 1010 AMuaiMeerinsarSiwdloldcn orTECO l!nerl)',lne. .. incooporotall>jln:fi:ronoo iolo Part m. 

T ..... Elodrio CaonpooJ mec111ho oondili-... ror111 in Gcncolll lamlcli .. (l)(l)(a) IIIII (b)ar Farm 111-K aad iuhcn:foro &liq tbia fonn wilh lhc .. lluocd diaclatun: rum... 

nil eombilled Farm I 0-IC. n:pre:ICIIII lcpati.IO filinp b)' 1EC0 Eacqy,lnc. Mid Tampa Eb:lric Compaay. lnfarmalioa conr.iDed ltm:in rcJsrlnJ 10 an lncltvtdaal roa:Litnnl is fllal by thlll: rqlscrant on Ill own 
hohalf. Tampa Electric Company maku no rcpn:scnlatioaa u Ia the inronnllion m.dna lo TECO .Encqy. Jnc. '1 Olhcr oporariuna. 

Ca\W pap of till 
Indsx hl Exhibit:; boJins on pago I 10 



• 

• 

• 

Docket No. 130040-EI 
Excerpts of TECO Energy, Inc. 2009-2012 10Ks 

Exhibit LK-21, Page 2 of 9 
-------------------

Table of Contents 

TAMPA ELECTRIC COMPANY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Contlnued) 

15. Other CompreheJ15ive Income 

Tampa Electric Company JqXJrted the following other comprehensive income (loss) for the years ended Dec. 3 i, 2009, 2008 and 2007, related to 
changes in the fair value of cash flow hedges and amortization of unrecognized benefit costs associated with the company's pension plans: 

Other comprehenrive lueome (loss) 

fJ/IIIIImliL. 
1089 
Unrealized loss on cash flow hedges 
Plus: Gain ri:classiftC!i 11.1 net income. · 

Gain on cash flow hedges 
. T ota1 othpr ;;onlpr�siv�' ini:ome 

1001 
UnreallzeiHoss on c8sii tl� hedjes 
Lesa: Loss reclassified to net income 

Loss on cash. flow. h'eilgei 
Total other comprehensive loss 

1007 

Unrealized loss on cash flow hedges 
Less: Gain RclaS�ified to net inc.ome 

Loss on cash flow hedges 
Totaliothcr:c;olilprehcilsiveloss 

Accumulated other comprehensive lou 

l••llllonsl Dqs. JJ. 

Net unrealized loss from i:ash floW hedges ui 

Total accumulated other co�prehensive loss 

(I) Net: oftaa benefit u£Sl.8 1nH1ionand. $4.3 millioaa oiDec.ll. ZOO' a41001, rcspccdwly. 

16. Restructuring Charges 

. ;� 

.§!m.. ...Ill!... 

$- $-
1.2 .JQ2) 
1.2 (0.5) 

!.La $ (0.5)" 

$(3.6) $ 1.4 
0.7 � 

. (2.:9y r.l. 
$(2.9) $1.1 

$ (8.2) $ 3.2 

.J!1) 3.2 
s (8.2) s 3.2 .......... 

....-... . 
$(6.1) .. 
$(6.1) 

....!!!L . 

$-
0.7 

....9.1 
. !..!2 

$(2.2) 
0.4 

.J!!) 
$(1.8) 

$(5.0) 

� 
S(S.O) 

..1111.... . 
$(6,8) 
$(6.8) 

On Jul. 30, 2009, TECO Energy, Inc. announced organizational changes and a new senior execulive team structure as part of its response to industry 
changes, economic uncertainties and its commitment to maintain a lean and efficient organization. A$ a second step in response to these facton;, on Aug. 31, 
2009, the company decided on a total reduction in force which included approximately 216 jobs at Tampa Electric Company. The reduction in force was 
substantially completed by Dec. 31,2009. In coMection with this reduction in force, Tampa Electric Company incurred $23.1 million related to severance 
and benefits recognized on the Consolidated Condensed Statements of Income UDder "Restructuring charees" for the year ended Dec. 31, 2009. The total cash 
payments related to these actions are expected to be $26. 3 million, including $4.9 million for the settlement ofpeosion obligations (see Note 5), paid during 
2009 and early 20 I 0. 

Restructuriag Chargu to be Incurred 

f6:illitt!!IL 
Total costs Clllpccted to be incurred 
Cum:nt period costs inc:um:d 
Adjustments 
Total costs remaioing 

164 

T••I••IIIM 
.li.lls.!!IJ!l. 
$ 23.1 

(23.1) 
.......;......_ 
$ 

� .....!!!!�!... 
$ $23.1 

(23.1) 
-

L_ S-
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as a result of the weak Florida economy, and voluntary conservation by residential customers, which we believe was in response to the generally weaker 
economic conditions. Off-system sales declined due to lower state-wide demand. Total heating and cooling degree days were 4% above normal and I 0% above 
2008 levels. The average number of retail customers decreased 0.1% for the year. Pretax base revenues increased approximately $72 million in 2009 from the 
higher base rates approved by the FPSC, which were effective in May 2009. 

For the past three years, weather-normalized energy consumption per residential customer declined due to the combined effects of voluntary conservation 
efforts, residential vacancies and changes in appliance efficiency. It is now apparent that some of the robust residential customer growth in the 2005 through 
rnid-2007 period, which was measured by new meter installations, was actually vacant residences with minimal energy usage. The average number of 
residential customers with minimal usage was approximately 8% of total residential customers in 2010,2009 and 2008. 

Electricity sales to the phosphate industry increased 5.1% iii 20JO,.following a 6.5% decrease in 2009. The 2010 increase in sales to phosphate 
customers was driven by higher operating rates at the customer's facilities in response to higher demand for their products world wide. The 2009 decline in 
sales to phosphate customers was partially attributable to planned outages at  their production facilities as the producers managed their product inventory levels 
during the economic downturn. Base revenues from phosphate sales represented about 3% of base revenues in 2010 and less than 3% in 2009. Sales to 
commercial customers decreased 0.8% in 2010 after a 2.0% decrease in 2009, reflecting the local economic conditions. 

Energy sold to other utilities for resale increased 17:1% in 2010 due to increased demand throughout the State of Florida in response to cold �nter 
weather early in the year. Energy sold to other utilities for resale decreased 50.2% in 2009 primarily due to lower energy demand state-wide and to lower natural 
gas prices through much of the summer, which made Tampa Electric's base-load coal generation not the lowest cost form of energy for spot sales. 

Customer and Energy Sales Growth Forecast 

The Florida economy has started to recover from the economic downturn, but unemployment remains above the national level and the housing market, 
which was a major driver of growth in the Florida economy for many years, is not expected to improve until unemployment declines (see the Risk Factors 
section). In general, economists are forecasting a slow improvement in the unemployment rate in 2011, and a stronger improvement in the economy in 2012 
and beyond. The forecast used by Tampa Electric reflects a continuation of the modest customer growth trend that was experienced in 2010 in 20 II. Following 
the very strong energy sales in 2010 due to weather, absolute levels of energy sales are expected to decline assuming normal weather. On a weather-normalized 
basis energy sales are expected to decline slightly due to lower customer usage in response to increased energy efficiency, voluntary conservation and the 
continued economic weakness. The average number of customers increased 0.6% in 2010 following a 0.1% decline in 2009. Actual average 2008 customer 
growth was 0.1% reflecting customer growth early in the year that was partially offset by a decline in the number of customers late in the year. 

Longer-term, assuming continued economic recovery and that growth from population increases and more robust business expansion resumes, Tampa 
Electric expects average annual customer growth to return to a level of nearly 1.5% and weather-normalized average retail energy sales growth at about that 
same level starting in the 2012 time frame. This energy sales growth projection is lower than in periods prior to the economic downturn, reflecting changes in 
usage patterns and changes in population trends. These growth projections assume continued modest local area economic growth, normal weather, a recovery 
in the housing market over time, and a continuation of the current energy market structure. 

The economy in Tampa Electric's service area grew modestly in 2010 after contracting in 2009 and 2008. The growth was lead primarily by the 
healthcare industry and tourism related businesses, but unemployment remains high. Initially, the contniction was centered in housing and related industries, 
but spread to the general economy later in 2007. The Tampa metropolitan area's civilian employment increased 0.3% in 2010 after decreasing 5.1% in 2009 
and 2. 7% in 2008. This level of job creation is slightly higher than the 0.05% increase experienced in Florida. The local Tampa area unemployment rate 
decreased to I 2.00/o at year-end 2010, compared to 12.4% at year-end 2009, and 8.3% at the end of 2008. The Tampa area year-end 2010 unemployment rate 

was the same as the state of Florida, but higher than the 9.4% for the nation, which is contrary to the trends experienced in previous economic slowdowns. 

Following the expiration of the home buyer tax credit in June 2010, as in most areas of the country, the housing market in Tampa Electric's service area 
weakened for the remainder of 2010. As measured by the Case-Shiller Home Price Indices, home prices declined for much of the year and high numbers of 
foreclosures continued. 

Operating Expenses 

Total pretax operating expense decreased 6.5% in 20 I 0 driven primarily by lower fuel expense. Excluding all FPSC-approved cost recovery clause-related 
expenses, the 2009 restructuring charges and the write-off of project development costs, operations and maintenance expense increased $5.1 million in 20 I 0, 

due to the accrual of performance-based 
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incentive compensation for all employees partially offset by lower spending on generating unit maintenance and other savings as a result of the 2009 
restructuring actions. Tampa Electric expects operation and maintenance expense, excluding fuel and purchased power, to decrease in 201l,IIISWDing ilonnal 
levels of employee incentive compensation accruals. 

Total pretu operating expense increased 3.S% in 2009, driven by higher other operating expenses and maintenance expenses, which included the write­
off of project development costs, the write-off o! disallowed rate case expenses, and reslr\lcturing costs. Excluding all FPSG-approved cost recovery clause­
related expenses, restructuring charges and the project development write-off, operations and maintenance expense in�ed $8.7 million, compared to 2008, 
primarily due to higher spending on generating unit maintenance and repairs, higher expenses to operate the distribution system, higher employee-related 
expenses, and slightly higher bad debt expense, partially offset by savings in salaries and other benefits as a result of the restructuring actions taken late in the 
yeu. 

In 2010, depreciation and amortization expense increased $9.S million, reflecting the additions to facilities to serve customers, which included peaking 
combustion turbines, NO, control projects and rail coal unloading facilities. In 2009, depreciation expense increased $9.1 million and taxes other than income, 
which include property taxes, were higher due to the peaking combustion turbines placed in service in 2009 and nonnal additions to facilities to serve 
customers. Depreciation expense is projected to increase in 20 II, but at a level of abcut SO% of the 20 I 0 inc:reaae due to routine plant additions to serve Tampa 
Electric's customer base and maintain system reliability, but without the major incremental project completions as in 2009. 

Fuel Prices ud Fuel Cost Recovery 

In November 2010, the FPSC approved cost recovery rates for fuel and purchased power, capacity, environmental and conservation costs for the period 
January through December 20 II. The rates include the expected cost for natuml gas and coal in 20 II, and tbe net over-recovery of fuel, purchased power and 
capacity clause expenses, which were collected in 2010 and 2009 following the March mid-course adjustment described below. 

In November 2009, the FPSC approved cost recovery rates for fuel and purchased power, capacity, environmental and conservation costs for the period 
January through December 2010. The rates included the expected cost for natural gas and coal in 2010, the net over-recovery of fuel, purchased power and 
capacity clause expenses, which were collected in 2009 following the March adjustment, and the operating cost for and a return on the capital invested in the 
fourth SCR project to enter service at the Big Bend Power Station as well as the operation and maintenance expense associated with the projects (sec the 
Regulation and Euvlronmental Compliance sections). 

In November 2008, the FPSC approved Tampa Electric's originally requested 2009 fuel rates. The rates included the costs for natural gas and coal 
expected in 2009, and tbe recovery of fuel and purchased power expenses, which were not collected in 2008. In March 2009, Tampa Electric filed a mid-course 
concctlon with the FPSC to adjust its projected 2009 fuel apd purchased power costs to reflect the decline in commodity fuel prices, primarily natural gas. 
The revised forecast reduced fuel and purchased power costs by $191 million for 2009, which when combined with $3S million over recovery in late 2008, 
resulted in $226 million lower projected fuel and purchased power c061 (see the Regulation section) . 

Total fuel cost decreased in 2010 due to significantly lower cost for natural gas putially offilet by slightly higher cost for coal. Total fuel cost incmiSCCI 
in 2009, due to higher cost for coal partially offset by lower cost for natural gas. Purchased power expense increased in 20 I 0 due to higher volumes purchased, 
but at lower prices due to lower natural gas prices. Purchased power decreased in 2009 due to lower prices for natural gas, which is the primary fuel used by 
other generators in Florida. Delivered natural gas prices deaeased JS.7% in 2010 due to abuudant auppliea from on-shore domestic natural gas produced from 
shale foi!D4tions, and storage inventories above historic averages resulting from lower demand for natural gas tiom industrial users caused by ecoaomic 
conditions. Delivered coal costs increased 2.3% in 2010. Coal and natural gas prices were S3.12 per million Btu (/MMBtu) and $6.74/MMBtu, respectively, 
in2010. 

Natural gas futures as traded on the New York Mercantile Exchange (NYMEX) and various forecasts for natural gas prices indicate tbat natural gas 
prices will be stable for two to tbree years due to increased availability of on-shore domestic natuial gas produced from shale formations. Coal prices, while 
less volatile, were relatively stable in 2010 after shatp increases in 2008 and 2007. Coal prices experienced a significant decline in 2009 for spot purchases, 
due to lower demand for co!ll fired generation of electricity as a result of the economic conditions. Tampa Electric's primary coal supplies are from the Ulinois 
Basin, which bave experienced upward movements in prices over tbc past several yeus but not of the same magnitude as prices in the Central Appalachian 
coal producing region. Tampa Electric's coal prices are expected to remain stable in 2011 due to longer-term· supply contracts. 

Energy Supply 

On a retail energy supply basis, Tampa Electric generation accounted for 99"/o, 98% and 94% of the total retail energy sales in 2010,2009 and 2008, 
respectively, with the remainder of the energy supplied by purchased power. Tampa Electric's generation increased in 2010 due to the conclusion of the major 
coal-fired unit outages for the installation of 
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Electricity sales to the phosphale industry decn:ased 23.2% in 2011 after a 5.1% increase in 2010, driven by tbe return to service of a phosphate 
customet!s self-generating capacity following an outage in 2010. The increase in sales to phosphale customers in 2010 was driven by higher operating rales at 
the cuslolller's facilities in response to higher demand for their products worldwide and the self-generating capacity outage. Base revenues from phosphale sales 
represented almost 3% ofbase revenues in 2011 and 2010 aod less than 3% in 2009. Sales to commercial customers decreased 0.2% in 2011, primarily 
reflecting the mild weather, and decreased 0.8% in 2010 reflecting the local economic conditions. 

Cultnmer and Eueru Sales Growth Forecast 

The Florida economy continues to recover from the economic downturn, as evidenced by lower levels of unemployment, and the new housing 
consbUction market, which was a major driver of growth in the Florida economy for many years, is improving, albeit slowly (sec the Risk Factors section). 
In general, economists are forecasting a continued improvement in the unemployment rate in 2012, and an acceleration of improvement in tbe economy in 2013 
and beyond. The 2012 forecast used by Tampa Electric n:flects a continuation of the modest customer growth trend ihat was experienced in 201 l .  Following 
the lower energy sales in 20 II due to unusually mild and rainy weather, absolute levels of energy sales are expected to increase assuming normal weather. 
Energy �es are cxpecled tO reflect continued lower per customer usage in response to increased energy efficiency, voluntary conservation and economic 
conditions. The average number of customers increased 0.7% in 2011 following a 0.6% increase in 2010. 

Longer term, ssswning continued economic recovery and tbat growth from population increases and more robust business expansion resumea, Tampa 
Electric expects average annual customer growth to return to a level of nearly I.S% and weather-normalized average retail energy sales growtb about O.S% lower 
than customer growth. This energy sales growth projection is lower than in periods prior to d1e economic downturn, reflec�g changes in usage patterns and 
chauges in population trenda. These growth projections assume continued modest local area economic growth, normal wealher, a recovery in the housing 
market over time, and a continuation of the current energy market sbUcture. 

The economy in Tampa Electric's service area· continued to grow modestly in 2011 after modest growth in 2010 and contraction in 2009. The growth 
was led primarily by the business services, hcalthcarc and tourism relaled businesses, but wtemployment, while now below the stnte average, remains above 
the national average. The total nonfarm employment in the Tampa metropolitan area increased 1.2% in 2011 after dccrca.sing I.S% in 2010 and 5.8% in 2009. 
The increase in nonfarm employment compared favorably with the stale of Florida's increase ofO.B%. The local Tampa area unemployment rate decreased to 
9.S% at year-end 2011, compared to 12.0% at year-end 2010, and 12.4% at the end of2009. The Tampa area year-end 2011 unemployment rate was below the 
state of Florida's 9.7% rale, but higher tban tbe B.S% for the nation. 

· 

Operating Expenses 

Total pretax operating expenses decceased 8.2% in2011 driven primarily by lower pw-cbased power expense and lower other operating expense . 
Excluding all FPSC.approved cost-recovery clause-related expenses, operations aod maintenance expense deaeased $23.6 million driven primarily by lower 
accruals for perforrnsnce-bascd incentive compensation for all employees and other benefit costs, lower power plant maintenance costs, and lower costs io 
operate and maintain the tr�mission and distribution system. Tampa Electric expects operations and maintenance expense to increase in 20 12 driven 
primarily by higher emplayec-rela!ed expensea, and higher costs to operate the transmission, distribution and power generating syslems. 

Compared to 20 I 0, depreciation and amortization expense .increased $3.8 million, reflecting the additions to facilities to serve customers. Depreeiation is 
expected to increase at similar levels in 2012. 

Total pretax operating expense decreased 6.5% in 2010 driven primarily by lower fuel expense. Excluding all FPSC-approved cost recovery claliSe-n:lated 
expenses, the 2009 restructuring charges and the write-off of project development costs, operations and mainlenance expense increased S�.l miUion in 20 I 0, 
due to the accrnaJ of perfo1111l1Dce-based incentive compensation for all employees partially offset by lower spending on generating unit mainlenance and other 
savings as a result of the 2009 restructuring actions. 

In 2010, depreciation and amortization expense increased $9.5 million, reflecting the additions to facilities to serve customers, which included peaking 
CTs, NO. control projects and rail coal unloading facilities. 

Fuel Prices and Fuel Cost Recovery 
In November 2011, the FPSC approved cost-recovery rates for fuel and purchased power, capacity, environmental and conservation costs for 2012. The 

rales include the expected cost for natural gaa and coal· in 2012, and the net over-recovery of tile!, purchased power and capacity clause expenses which were 

collccled in 20 II and 20 I 0. 
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UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
WASIDNGTON, D.C. 20549 

FORMlO-K 
18] Annual Report Pursuant to Section 13 or 1S(d) of the Securities Exchange Act of 1934 

For the fiscal year ended December 31, 2012 
OR 

0 Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
For the transition period from to 

Commlulon 
FileNo. 

1-8180 

Exact name or each Reglstnmt as specllled In 
Its charter, state or iDCOI')Iontiou, address of. 
principal executive oflices, telephone number 

TECO ENERGY, INC. 
(a F1orida C:OiliOration) 

TECOPlaza 
702 N. Franklin Street 
Tampa, Florida 33602 

(813) 228-1111 

Securities registered pursuant to Section 12(b) of the Act: 

I.R.S. Employer 
ldenlilication 

Number 

59-2052286 

Title or each class Nome of each excha1111e on which l'Cifstered 

TECO Energy, Inc. 
Common Stock, $1.00 par value New York Stock Exchange 

Securities registered pursuant to Section 12(g) of the Act: NONE 

Indicate by check mark if TECO Energy, Inc. is a well-known seasoned issuer, as defined in Rule 405 of the Securities 
Act. YES 181 NO 0 

Indicate by check mark if the registrants are not required to file reports pursuant to Section 13 or Section I 5(d) of the Exchange. 
Act. YES 0 NO 181 

Indicate by check marlc: whether the registrants (I) have filed all reports required to be flied by Section 13 or 15(d) of the Securities 
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such 
reports), and (2) have been subject to such filing requirements for the past 90 days. YES 181 NO 0 

Indicate by cheCk mark whether the registrants have submitted electronically and posted on their corporate Web site, if any, every 
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months 
(or for such shorter period that the registrants were required to submit and post such files). YES 181 NO 0 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-Kis not contained herein, and will 
not be contained, to the best of registrants' knowledge, in definitive proxy or information statements incorporated by reference in 
Part m of this Form 10-K or any amendment to this Form 10-K. 0 

Indicate by check. mark. whether TECO Energy, Inc. i's a large accelerated filer, an accelerated filer, a non-accelerated filer, or a 
smaller reporting company. See the definitions of "large accelerated fJJ.er," "accelerated filer" and "smaller reporting company" in 
Rule 12b·2 of the Exchange Act. 

Large accelerated filer 181 Accelerated filer 0 Non-accelerated filer 0 Smaller reporting company 0 

Indicate by check mark whether TECO Energy, Inc. is a shell company (as defined in Rule 12b-2 of the Act). YES 0 NO 181 

The aggregate market value ofTECO Energy, Inc.'s common stock held by non-affiliates of the registrant as of June 29,2012 was 
approximately $3.85 billion based on the closing sale price as reported on the New York Stock Exchange. 
The number of shares of TECO Energy, Inc.'s common stock outstanding as of Feb. 15, 2013 was 217,255,694. As of Feb. 15, 
2013, there were 10 shares of Tampa Electric Company's common stock issued and outstanding, all of which were held, 
beneficially and of record, by TECO Energy, Inc. 

DOCUMENTS INCORPORATED BY REFERENCE 
Portions of the Definitive Proxy Statement relating to the 2013 Annual Meeting of Shareholders of TECO Energy, Inc. are 
incorporated by reference into Part Ill . 
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Net income in 2012 was $193.1 mijlion, compared to $202.7 million in 2011. 

Results in 2012 reflected a mild winter weather period and an extremely rainy summer period, and lower per-customer 
average usage, partially offset by 1.2% growth in the average number of customers, higher O&M expense and lower interest 
expenses. Net income in 2012 included $2.6 million of AFUDC-equity, which represents allowed equity cost capitalized to 
construction costs, compared with $1.0 million in the 2011 period. 

Results in 2011 reflected the significant impact on energy sales of.extremely mild weather, partially offset by a 0.7% higher 
average number of customers, and lower non-fuel O&M expense. Net income in 2011 included $1.0 million of AFUDC equity, 
compared with $1.9 million in the 2010 period. 

In 2012, total degree days in Tampa Electric's service area were normal, but almost 3% below the prior year, reflecting mild 
winter weather and an unusually rainy summer weather pattern (the second wettest summer period on record) offset by higher than 
normal degree days in the normally mild spring and fall periods, which do not generate significantly higher energy sales. Pretax 
base revenue was almost $6.0 million lower than in 2011, primarily reflecting lower sales to residential customers from the milder 
weather, voluntary conservation that typically occurs during periods without extreme weather, and changes in customer usage 
patterns. 

In 2012, total net energy for load was 0.3% higher than in 2011. Milder weather reduced sales to higher-margin residential 
and smaller commercial customers. Industrial-other sales were higher, reflecting improvements in the Florida economy, and higher 
energy sales to industrial-phosphate customers due to the transfer of certain load from self-generation to Tampa Electric's system. 
The energy sales shown in the summary table below reflect the energy sales based on.the timing of billing cycles, which can vary 
from period to period. 

In 2012, O&M expense, excluding all FPSC-approved cost-recovery clauses, increased $11.8 million reflecting higher 
generating· system maintenance expenses, higher costs to operate and maintain the distribution system and higher pension and other 
employee benefit expenses, partially offset by lower bad-debt expense. Compared to the 2011 full-year period, depreciation and 
amortization expense increased $9.6 million, reflecting additions to facilities to serve customers. Interest expense decreased $7.4 
million due to lower long-term debt interest rates and balances and a lower interest rate on customer deposits . 

Compared to the cold winter and hot summer iii 2010, the mild winter and wet summer in 2011 resulted in pretax base 
revenues $31 million lower than in 2010 (when revenues were reduced $24 million under a regulatory agreement), despite a 0.7% 
increase in the average number of customers and improvements in the local economy. In 2011, total retail net energy for load, 
which is a calendar measurement of retail energy sales rather than a billing-cycle measlll'ement, decreased 5.7%, compared to the 
2010 period. In 2011, total degree days in Tampa Electric's service area were 3% above normal, but 10% lower than in 2010. In 
2011, although degree days were slightly above normal, periods of cold winter weather were not sustained long enough to generate 
typical winter heating load and summer season cooling degree days were above normal. In the summer season, rainfall was 14% 
above normal, whiCh did not affect degree days but did lower energy sales primarily to residential customers. 

In 2011, O&M expense, excluding all FPSC-approved cost-recovery clauses, decreased $23.6 million, driven primarily by 
lower accruals for performance-based incentive compensation for all employees and other benefit costs, lower power plant 
maintenance costs, and lower costs to operate and maintain the transmission and distribution system. Compared to 2010, 
depreciation and amortization expense increased $3.8 million, reflecting the additions to facilities to serve customers. 

Base Rates 

Tampa Electric's 2012 results reflect base rates established in March 2009, when the FPSC awarded $104.0 million higher 
revenue requirements effective in May 2009 that authorized an ROE mid-point of 11.25%, 54.0% equity in the capital structure, 
and 2009 13-month average rate base of $3.4 billion. In a series of subsequent decisions in 2009 an!l 2010, related to a calculation 
error and a step increase for combustion turbines and rail unloading facilities that entered service before the end of 2009, base rates 
increased an additional $33 .5 million. 

As a result of increasing pressure on O&M expense, and an economic recovery that has been slower than expected compared 
to the assumptions in Tampa Electric's last base rate proceeding initially filed in 2008, on Feb. 4, 2013, Tampa Electric notified the 
FPSC that it is planning to file a new base rate proceeding in April for new rates effective in early 2014. 'the actual revenue 
requirement calculation is not final, but is estimated to be approximately $135 million. 
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March 20,2013 

Notice of Annual Meeting of Shareholders 

Date: 

Time: 

Place: 

May 1, 2013 

11:00 a.m. 

TECO Piaza 
702 North Franklin Street 
Tampa, Florida 33602 

Purpose: We are holding the annual meeting of the shareholders of TECO Energy, Inc. for shareholders to consider 
and vote upon the following matters: 

1 . 

2. 

The election of three director nominees named in the accompanying proxy statement. 

The ratification of the selection of our independent auditor. 

3. An advisory vote to approve named executive officer compensation. 

4. Such other matters, including the shareholder proposal on pages 30-31 of the accompanying proxy 
statement, as may properly come before the meeting. 

Shareholders of record at the close of business on February 22, 2013 will be entitled to vote at the meeting. 

Even if you plan to attend the meeting, please either (i) vote by telephone or internet by following the instructions on 
the proxy card or the Notice of Internet Availability of Proxy Materials or (ii) mark, sign and date the proxy card and return 
it promptly in the accompanying envelope (if you received these materials by mail). If you received only a Notice of 
Internet Availability of Proxy Materials, you may also request a paper copy of the proxy card and submit your vote by mail, 
if you prefer. If you attend the meeting and wish to vote in person, your proxy will not be used. 

TECO ENERGY, INC. 
P.O. Box 111 Tampa, Florida 33601 (813)228-1111 

By order of the Board of Directors, 

}).:JfJ..Lr-
David E. Schwartz 
Corporate Secretary 
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The Compensation Committee has reviewed and discussed the Compensation Discussion & Analysis set forth below with management 
and, based on this review and discussion, has recommended to the Board that it be included in this proxy statement. 

By the Compensation Committee: 
Paul L. Whiting (Chairman) 
James L. Ferman, Jr. 
Loretta A. Penn 
William D. Rockford 

Compensation Discussion and Analysis 

This Compensation Discussion and Analysis (or 'CD&A") explains how we use different elements of compensation to achieve the goals 
of our executive compensation program and how we determine the amounts of each component to pay. 

The term 'named executive officers" as used throughout this CD&A refers to the following executive officers named in the Summary 
Compensation Table on page 22: 

John B. Ramil, President and Chief Executive Officer 
Gordon L. Gillette, President, Tampa Electric Company 
Sandra W. Callahan, Senior VIce President- Finance and Accounting and Chief Financial Officer 
Clinton E. Childress, Formerly Senior Vice President- Corporate Services and Chief Human Resources OffiCer 
Charles A. Attal, Senior Vice President- General Counsel and Chief Legal Officer 

The Compensation Committee makes decisions with respect to CEO compensation and equity-based incentives, after consultation with 
the Board. The Board makes all other executive compensation decisions after hearing the recommendations of the Compensation Committee. 
Therefore, in an cases where we refer to the Committee's actions (except with respect to CEO compensation or equity-based incentives), such 
actions are carried out through Board approval, upon the recommendation of the Compensation Committee. 

Executive Summary 

PayforPenonnance 

Our executive compensation program ties a significant portion of executiVe pay directly to company performance in order to link the interests 
of our executives to the long-term interests of our shareholders. 

> Over 80% of our CEO's compensation and, on average, over two-thirds of the other named executive officers' compensation, is at 
risk and variable depending on corporate and individual performance 

> 70% of long-term incentive awards are tied to relative total shareholder return 
> 80% of annual incentive plan awards are based on the achievement of challenging corporate financial goals 
> No annual incentive awards are paid unless a threshold level of income is achieved 

We set well-defined, challenging goals for the annual incentive program and performance-based long-term incentives. 

> Annual incentive goals are tied to business plans in order to provide incentives to management to create value consistent with the 
company's business strategy 

> Long-term incentive goals are tied to total shareholder return relative to other companies in the industry to link executives' interests 
with the long-term interests of shareholders 

We continually evaluate and update the executive compensation program. 

> Our Compensation Committee and the Board monitor the program to ensure that best practices are being considered and that the 
program is operating as intended, while maintaining consistency within the key elements of C?'"pensation 
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Linking pay with performance means that there is the opportunity to receive more compensation in years with above-target company and 
individual performance, and vice versa. In 2012, management produced strong results despite unfavorable weather throughout the year impacting 
sales for the Florida util�ies and the changing market cond�ions impacting the coal company described below. Management also executed 
significant transactions and other actions that better position the company for the future, such as the completion of the sales of �s Guatemalan 
subsidiaries, allowing the company to sharpen its focus on Its regulated utilities, and the Florida Public Service Commission approval of the need 
for generation expansion at Tampa Electric's Polk Power Station. Based on such results, 2012 annual incentive awards were paid to the named 
executive officers at near target levels (see page 18 for more information regarding the financial results and annual incentive payout amounts for 
2012). Please see our Annual Report on Form 10-K for the year ended December 31, 2012 for additional information regarding the company's 
2012 financial results. 

Impact of Relative Stock Performance on Realized Pay 

Our relative total shareholder return for the three-year period ended March 31, 2012 was at the 66th percentile of the companies in the Dow 
Jones Electric� and Multiutil� Gro!JpS (described on page 34) resuRing In a payout of 121% for the performance shares that vested in 2012. 
While shareholder return was strong compared to utilities over this three-year period, the company's stock underperformed the util� industry over 
the past year. This was mainly attributable to the negative effect of the significantly weaker coal markets on the company's coal production 
subsidiary, which over the years has grown to be a significant source of income for the company. While the company took actions at its coal 
subsidiary to respond to these conditions, such as reducing production levels and personnel as part of its efforts to focus on margins rather than 
volumes, and, as illustrated by the graph below, the company's stock significantly outperformed the coal industry, the poor coal industry 
conditions stiH had a substantial impact on the company's stock during 2012. 
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While management took actions to m�igate the impact of the weakening coal industry on our operations and results, and produced strong 
results at the utilities despite challenging conditions, we understand that our shareholders are negatively impacted when our stock price 
underperforms the util� industry. In light of this, seventy percent of the long-term incentive awards granted to named executive officers, which 
make up a significant portion of our executives' total compensation opportun�. is performance-based restricted stock that is dependent on our 
total shareholder return compared to companies in our industry. Based on our total shareholder return compared to peer companies as of 
December 31, 2012, all of the performance-based restricted stock granted in 2010, 2011, and 2012 would be forfeited, resulting in realizable 
compensation for those grants of $0 as of that date. 

Governance and Risk-Mitigating Factors 

Our Compensation Committee and the Board are committed to maintaining corporate governance protections as part of the executive 
compensation program, which further strengthen the tie between executive compensation and company performance. 

,... We have an incentive compensation recovery policy ("claw-back" poHcy), which applies to all officers in the event of any financial 
restatement (described in more detail on page 13). 

> We have a policy prohibiting all executive officers from engaging in hedging transactions w�h respect to our stock, we have strong 
stock ownership guidelines (these policies are described in more detail below) and, as shown in the Stock Ownership Table on 
page 32, there are no company shares pledged by any of these officers. 

> All restricted stock awards have "double-trigger" vesting, meaning that in the event of a change-in-control, vesting of shares is 
accelerated only if the grantee is also terminated without cause or terminates employment with good reason . 
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> Payouts under the annual incentive award plan are capped at 150% of the target amount. 
> Payouts under the annual incentive award plan are based on both financial goals and individual business plan goals, and payouts 

under the performance share awards are based on relative performance goals. This mix of goals ensures that multiple aspects of 
business success are considered in determining compensation. 

> We annually review the compensation program In light of key business risks to ensure that the program provides appropriate 
incentives, does not encourage executives to take excessive business risks, and contains risk-mitigating elements. 

Competitive Pay Program 

We provide compensation that is competitive and reasonable in order to attract and retain the talent needed to successfully manage and 
build our businesses. 

> Total compensation is targeted at the 5oth percentile of companies of similar size In our industry, which allows compensation to 
remain competitive for the executives and cost-effective for the company. 

> While compensation is targeted at the 5oth percentile, the Committee uses its discretion in applying market data to take into account 
individual performance, responsibilities and experience levels. For example, compensation Is sometimes set below the 50th percentile 
when executives are promoted to a new posHion to allow them to grow into their new role; conversely, executives could be paid above 
the 5oth percentile when they have demonstrated a successful track record in a position for a significant period of time. 

Other Notable Policies and Practices 

> We have Stock Ownership Guidelines of five Umes base salary for the CEO and three times base salary for other executive 
officers. 

Effective January 2013, the guidelines require that officers hold at least 50% of net, after-tax shares obtained through the 
vesting or exercise of long-term intentive awards until the share ownership guidelines are met. In addition, the Committee 
strengthened the guidelines by providing that unvested performance shares are not included in the total shares owned for 
purposes of the guidelines. The Committee reviews share ownership on an annual basis to ensure continued compliance with 
these guidelines and determined that, as of December 31, 20 12, all executive officers were in compliance . 

> Our Claw-Back Policy applies to all officers in the event of any financial restatement if a lower payment would have been made to 
the officer based upon the restated financial results, regardless of the cause of the restatement (whether or not due to fraud or the 
fauH of the officer). 

The claw-back policy applies to annual incentive awards in the case of any financial restatements, and to proceeds from stock 
and option sales if an officer engaged in an act of embezzlement, fraud or breach of fiduciary duty that contributed to the need 
to restate the company's financials. The full text of the policy is included in the company's Corporate Governance Guidelines 
available in the Corporate Governance section of the Investor Relations page of our website, www.tecoenergy.com. 

> Our Hedging Policy prohibHs officers and directors from entering into hedging transactions with respect to our stock. 
The policy prohibits hedging transactions such as zero-cost collars and forward sale contracts, which would allow the person 
to continue to own the covered securities, but without the full risks and rewards of ownership, potentially causing that person's 
objectives to diverge from our other shareholders. 

> Dividends are not paid on unvested performance shares, unless and until such shares vest 
> We do not have employment agreements with our officers 
> We do not provide extra pension service credits to executives 
> We do not provide tax gross-ups on any benefits or perquisites, and our Compensation Committee determined not to provide any 

new excise tax grosH�ps 
· · 

> We do not have any corporate aircraft, therefore personal travel on corporate aircraft is not an issue for us 
> We provide minimal perquisites; in 2012, perquisites or personal benefits or payments not available to all employees were less than 

$10,000 for each mimed executive officer 
> The Compensation Committee has an independent compensation consuHant, Steven Hall & Partners ('SH&P'), that performs no 

other services for the company 

13 
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Elements of Compensation 

The table below shows the elements of our executive compensation program and briefly describes the purpose of each element. 

Fixed amount of compensation targeted at the median of the marketplace In order to provide a competitive amount of fixed annual 

Base Salary 
compensation. PermHs us to continue to attract and retain highly qualified executives, and also provides stability for the 
executives, which allows them to stay foalsed on business issues. 

Performance review determines merft based ina-eases. 

Annual cash incentive award based 011 the achievement of quantitative corporate financial goats (80%) and qualftative individual 
Annual Incentive Awards business plan goats (20%). Intended to encourage actions by the executives that contribute to our operating and financial results 

and to achieve other goals that the Board has recognized as important for the suocess of our businesses. 

Restricted stock: 70% performance shares; 30% time-vested shares. Designed to create a mutuality of interest with shareholders 
Long-Term incentive Awards by motivating the executive oflicers and key personnel to manege the company's business so that the shareholders' investmant 

will grow in value over time. 

- Performance-Based 
Vests after three years based 011 total shareholder return compared to other companies In our industry. These awards will be 

Restricted Stock 
(referred to throughout 

lorfehed W our performance is in the bottom quartile of our peers or upoo voluntary departure from the company or termination 
with cause within this period. 

as "performance Directly ties a porti011 of compensation to a l011g-term performance maasure relative to other companies in our industry, and aids 
shares") in the retentioo of our executives. 

-Time-Vested Ves1s after three years W still employed at the company. The uRimate value is dependent on our stock price, which aligns the 

Restricted Stock executives' intenest In stock value appreciation with our shareholders', and the thre&-year vesting period aids in the retention ol 
our executives. 

Pension Plan Tax-qualified defined benef� pension plan available to all of our employees, which aids In attracting and retaining highly qualified 
employees. 

Supplemental Retirement Plan Supplements retirement benef�s not available under the tax-qualified plan, which further strengthens the retention component of 
the pension plan by providing a meaningful incentive to stay wHh the company to retirement 

Provide severance payments W there is a change In control and executive is terminated Without cause or terminates employment 
Change-in-Control Agreements with good reaSOil rdouble-triggerj. These protections help to ensure retention and foals during times when the company could 

be acquired and exerutives could lose Iller jobs . 

Proportion of Performance-Based Pay 

Our compensation program is structured so that a significant portion of each named executive officer's direct compensation is variable 
and at risk dependent on performance, and as a resuH, the value of pay opportunities is variable and may uHimately not be delivered. The charts 
below show the amounts of compensation tied to company performance relative to other elements of direct compensation in 2012, based on 
target values of each element The white area on the charts (base salary) is fixed compensation, while the remaining components of 
compensation are annual and long-term incentive awards, which have variable values and are at-risk, dependent upon the financial performance 
of the company, its stock price and the individual performance of the officers. 

Mr. Ramil's 2012 base salary was well below the median salary of the pay peer group described below, while his total compensation 
was closer to (but stiH below) the median of that group, meaning that, compared to peer companies, a greater proportion of his compensation is 
at-risk, based on perfor:rnanee. 

IJ Base Salary 

• Target AnnuallncenUva (individual 
perl'ormance goals) 

• Target Annuallncentive (company 
performance goals) 

• Performance Shares (grant dme value) 

El llm&-Vestad Shares (grant date value) 

John B. Ramil Gordon L. Gillette 

Salary: 18% Salary: 33% 
Target Incentive Awards: 82% Target Incentive Awards: 67% 

14 



• 

• 

• 

Sandra W. Callahan 

Salary: 34% 
Target Incentive Awards: 86% 

Docket No. 130040-EI 
Excerpts ofTECO Energy, Inc. 2013 Proxy Statement 

Exhibit LK-22, Page 6 of 11 

Clinton E. Childress Charles A. Attal 

Salary: 29% Salary: 32% 
Target Incentive Awards: 71% Target Incentive Awards: 68% 

Pay Peer Group 

The Compensation Committee reviews market data provided by its independent compensation consultant to help establish executive 
compensation levels, in order to provide compensation packages competitive with those of our industry peers. This market data includes 
compensation data and pay practices from both the company's peer group identified below and broader compensation survey data. For 2012, the 
market data that the Compensation Committee reviewed included publicly disclosed compensation data from the following peer group (the "Pay 
Peer Group"), which was comprised of publicly-traded electric or electric and gas utility companies with revenues ranging between one-half and 
two-times the company's revenues: 

Alllant Energy Corp. 
CMS Energy Cap. 
DPL Inc. 

Great Plains Energy Inc. 
Hawaiian Electric Industries Inc. 
NV Energy Inc. 

OGE Energy Corp. 
Plnnade West Cap�al Corp. 
PNM Resources, Inc. 

Performance Share Peer Group 

Portland General Elecbk: Co. 
SCANACap. 
Westar Energy, Inc. 
WiSIXlllsin Energy Corp. 

We use a pre-established industry index to determine our relative performance for determining the payout of the performance shares 
granted as a part of our long-term incentive awards. The payout of those awards is based on our total shareholder return compared to the 
companies listed in the Dow Jones Conventional Electricity and Multiutility subsectors of its Utilities index, referred to throughout this proxy 
statement as the Dow Jones Electricity and Multiulility Groups, which companies are listed on Appendix A to this proxy statement 

Compensation Review Process 

After reviewing market data from its independent compensation consultant and other information described below, management 
developed total 2012 targeted compensation recommendations for each executive officer (other than for the CEO, for whom management did not 
provide a recommendation), which were then submitted to the Committee for approval. These recommendations were based on a review and 
assessment of the following: 

> Proxy data from the companies in our Pay Peer Group 
> Survey data 
> Factors previously identified by the Committee, such as individual performance, time in position, scope of responsibility and· experience 

Total compensation for each named executive officer is generally targeted at the median of the market data for similar positions, while also 
taking into consideration the factors noted above. How market data is used in determining levels of compensation is discussed in more detail with 
respect to each element of compensation below. 

For each executive officer, the Compensation Committee annually reviews a tally sheet, which shows each element of compensation 
discussed above, the total compensation paid to each executive officer for the past three years, and percentage changes year over year with 
respect to each element. The tally sheets also show the value of each executive officer's total equity holdings, for both vested and unvested or 

restricted holdings, and the amounts that would be payable to each executive officer in the event of voluntary termination, termination for cause, 
termination without cause, and termination in connection with a change in control of the company. This information provides the Committee with a 
clear picture of (i) how its decisions with respect to one element of compensation affect the total compensation package, (ii) how current 
compensation relates to compensation in previous years, and (iiQ the total amount executive officers would receive, including the value of equity 
awards, under various termination scenarios. The Committee also reviews the total value of each executive officer's proposed salary, target 
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bonus and grant date value of equity awards for the year compared to the median total compensation of individuals in similar positions as 
described above. Reviewing this information allows the Committee to make an overall assessment of the reasonableness of the total 
compensation that the company is providing to its executive officers. 

As part of this review, the Committee also considers internal pay equity, both in terms of the total compensation of each executive 
officer as compared to the CEO, and within the officer group as compared to each other, considering individual responsibilities and experience 
levels. The Committee believes the executive compensation program should be internally consistent and equitable in order for it to achieve the 
objectives as outlined in the 'Executive Summary' of this CD&A. 

At the 2012 annual meeting of stockholders, shareholders were asked to cast an advisory vote on the compensation of our named 
executive officers as disclosed in the proxy statement for the 2012 annual meeting, and our shareholders overwhelmingly approved the proposal, 
with 94% of the votes cast in favor. The Committee reviewed the vote resuHs, and in keeping with its commitment to continually evaluate and 
update the executive compensation program to ensure that best practices are being considered and that it is operating as intended, made some 
minor modifications to the program, such as strengthening the stock ownership guidelines, as described on page 13. 

Discussion and Analysis of Each Element of Compensation 

Base Salary 

The Compensation Committee considers potential adjustments to each named executive officer's base salary on an annual basis. This 
process begins with setting a salary range for each offiCer grade based on market data for executives in similar positions from compensation and 
benefits survey data developed by national compensation consuHing firms. After selling the salary ranges for each grade, the Committee then 
considers base salary adjustments for the executive officers, taking into account the Committee's evaluation of each executive officer's individual 
performance and responsibilities, and the market data described above, and in particular the median salary for similar positions using that market 
data. The Committee evaluates individual performance and responsibilities by reviewing a written assessment provided by the executive officer 
and by the person to whom that executive officer reports. The Committee believes that reviewing salary levels, market data and performance 
evaluations allows It to consider all appropriate variables, such as individual officer's responsibilities and experience levels, and to tailor salaries 
accordingly, while remaining competitive with the marketplace . 

In early 2012, the Committee reviewed this information and took into consideration the relevant market data, the company's financial 
results from 2011, and the individual considerations described above. For 2012, all of the named executive officer salaries were within +/- 15% of 
the 50th percentile of the market data. The following table shows salary decisions for 2012 compared to 2011: 

Name 2011 Salary ($) 2012 Salary ($) 

John B. Ramil 750,000 750 000 
Gordon L. Gillette 500 000 525 000 
Sandra W. Callahan 410 000 450,000 
Clinton E. Childress 334 750 352800 
Charles A. Altai 335 000 355 000 

AnnuallncenUve Awards 

Summary 

The annual incentive awards paid for 2012 were based on a target award percentage and the level of achievement of the performance 
goals established for each executive officer at the beginning of 2012, as described below. TECO Energy officers' goals were based on 
achievement of TECO Energy financial performance targets, while operating company presidents' goals were based primarily on the performance 
of the operating company over which they have direct responsibility, with a smaller percentage lied to overaH TECO Energy performance. 

Determination of 2012 Target Award Levels 

At the beginning of the year, the Compensation Committee set a target award percentage for the CEO and recommended a target 
award percentage for each of the other officers that they would receive if the performance goals were met. To determine the total annual incentive 
opportunity for the officer, the target award percentage was multiplied by the officer's base salary. Target award percentages were selected based 
on the market data described under 'Compensation Review Process' above to provide a fully competitive total cash opportunity in line with the 
total target compensation amount determined for each executive officer, assuming payout of the annual incentive award at the target level. In 
setting the target award percentage, the Compensation Committee also considered the portion of compensation 'at risk' and whether this portion 
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was reflective of the level of that officer's accountability for contributing to financial results and the degree of influence that officer has over results 
and our success compared to other companies In our industry. The annual incentive award target award percentages for the named executive 
officers for 2012 are shown below. 

Name 

John B. Ramil 

Gordon L. Gillette 

Sandra W. Callahan 

. Clinton E. Childress 

Charles A. Attal 

2012 Annual Incentive 
Tatge/ Award 
{% of Salary) 

85% 

65% 

60% 

50% 

55% 

Determination of 2012 Perfonnance Metrics and Targets 

2012 Annual Incentive 
Target Award Amount 

$63 7 500 

$341 250 

$270 000 

$176400 

$195 250 

Our annual incentive award plan provides for financial and/or operational effectiveness goals to be set each year for the plan 
participants. The Board set threshold, target and maximum goals for the income goals and capital expenditure goals as shown in the table below. 
Threshold performance represents the minimum performance that still warranted incentive recognition for that particular goal (paid at 50% of the 
target award level}, and maximum performance represents the highest level likely to be attained (capped at 150% of the target award level for 
financial goals}. The target income and capital expenditure goals described below were based on the relevant business plan income and capital 
expenditure targets, and the threshold and maximum goals were set at different percentages of achievement of the business plan, depending on 
the level of unpredictability of results at each company. These goals are designed to recognize exceptional performance for the. year at above the 
100% level, while only providing a payout when performance Is better than the threshold. 

Under the terms of the annual incentive award plan, if TECO Energy's threshold income goal is not achieved, then no incentive awards 
are paid to any officer, including the operating company officers. 

Below are definitions for each of the goals used for the 2012 Annual Incentive Award Plan: 

> Income Goals: income from continuing operations before charges and gains, calculated on. the same basis as the results we refer 
to in communications with investors as our "non-GAAP results" 

> Capital Expenditure Goals: cash outflows for investing activities, which is equal to capital expenditures and disbursements for the 
year, less allowance for funds used during construction and proceeds from the sale of property and equipment 

> Individual Business Plan Goals: individual goals for each officer designed to help the company achieve its overall business plan 
goals (each named executive officer's individual goals are described on page 18) 

The 2012 annual incentive goals are shown below. 

Relative Weightings 2012 Frnancilll Parfonnance Goals (mntions) 

Performance Measum TECOEnergy Tampa Electric Thteshold Ts� Maximum 
Officer% Co. Pmsiclent % (50% Payout) (100% ayout) (150% Payout) 

TECO Energy lnoome Goal 60% 15% s 245.6 $291.4 $ 301.0 

TECO Energy Cap Ex Goal 20% 5% ($553.6) ($493.0)-(513.6) ($453.0) 

Tampe Electric Co. Income Goal 0% 45% $ 221.7 $248.3 $256.0 

Tampe Electric Co. Cap Ex Goal 0% 15% ($496.4) ($441.0)-(461.6) ($406.2) 

Individual Business Plan Goals 20% 20% Goals described below; Level of achiewment cah 

range from 0% to 200% 

To set individual business plan goals, at the beginning of the year, each executive officer worked with the person he or she reported to 
in order to identify individual goals that would help the company achieve its overall business plan goals. These individual goals were then 
reviewed by and discussed with the CEO, and then presented to the Compensation Committee for review and recommendation to the Board for 
approval. The CEO's individual goals were reviewed by and discussed with the Executive Chairman and then presented to the Compensation 
Committee for review and approval. 

Individual business plan goals for the respective named executive officers are described below: 
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Description of20121ndivldual Business Plan Goals 

John B. Ramil 

Gordon L. Gillette 

Leadership of company execution of business plan; financial strategies and financial community communications; 
governmental affairs and regulatory matters; strategic planning and positioning for growth; corporate values 

Leadership of utility-related in�iatives; growth strategies; customer relations, reliability and safety; leadership team 
development. 

Sandra W. Callahan Sustainable growth plans and allocation of internal resources; financial community visibility and communications; 
operating company financial performance and business plan initiatives; capital access and effective management 
of financial risk; implementing new financial systems; knowle<lge transfer initiatives 

CHnton E. Childress Supporting growth initiatives; continuous improvement program; corporate services, safety and process 
improvement goals; customer communications and community activities; implementation of technology 
improvements; succession planning, individual development and corporate values programs 

Charles A. Altai Cost-effective legal services supporting significant transactions, litigation, and growth strategies; policy strategies; 
development of legal services group and mentoring to increase legal acumen 

Detenninatlon of 2012 Annual lncenUve Plan Payouts 

After the end of the year, the Committee calculated the amount of the annual incentive awards by multiplying levels of goal achievement 
by the welghtings assigned to each goal, and then multiplying the total by the target award, producing the calculated award. The Committee then 
reviewed the calculated award in light of the participanfs total perfonnance during the year, and considered whether the plan fonnula would 
unduly penalize or reward management. In such cases, the Committee has discretion to increase or decrease awards to better meet the plan's 
intent of relating rewards to management perfonnance; however in no event can the total payout exceed 150% of the target. The Committee did 
not make any adjustments to the 2012 awards calculated pursuant to the plan fonnula other than to take into account the sale of the TECO 
Guatemala segment, which closed in December 2012 and was accounted for as discontinued operations beginning in the third quarter of 2012. 
Actual results from this segment were included through September 30, 2012, and budgeted results were included for the fourth quarter; the 
proceeds from the sale and the book loss were excluded. 

2012 Financial Goal Results 

Perfonnsnce Messum Target (mHiions} 2012 Results (mR/ions) 

TECO Enerav Income Goal $291.4 $265.9 

TECO Enerav Cao Ex Goal ($493.0)-(513.6) ($486.9) 

Achievement 
Percentage 

69% 

108% 

Tamoa Electric Comoanv Income Goal $248.3 $231.0 65% 

Tamoa Electric Co. Cao_Ex Goal ($441.0l-1461.fll_ ($441.5) 100% 

The level of achievement of the individual business pian goals is a qual�tive detennination made by the Compensation Committee 
after reviewing a performance evaluation of each executive officer with respect to each specific goal, which are first reviewed by the CEO and 
then presented to the Compensation Committee for its evaluation. The Committee recommends individual perfonnance achievement percentages 
for Board approval for the named executive officers after this evaluation. Individual perfonnance for the CEO is based on the Compensation 
Committee's qual�tive assessment of his perfonnance, which it makes after reviewing the recommendation of the Chainnan. Based on these 
assessments, the 2012 individual business plan goal achievement percentages were as follows: John Ramt1: 180%, Gordon Gillette: 180%, 
Sandra Callahan: 185%, Clinton Childress: 175%, and Charles Altai: 170%. 

The 2012 awards to the executive officers under the annual incentive program, which are shown in the table below, were based on the 
achievement of the corporate financial goals and the lndMdual business plan goals described above. The total amounts awarded under the 2012 annual 
incentive program are also shown under the "Non-Equity Incentive Plan Compensation" column in the Summary Compensation Table on page 22. 

Name 

John B. Ramil 
Gordon L. Gillette 
Sandra W. Callahan 
Clinton E. Childress 
Charles A. Altai 

2012 Annual Incentive Award Payouts 

2012 Annual Incentive 
TBI'get Award Amount 

$637 500 

$341250 

$270000 

$176 400 

$195 250 
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2012 Annual Incentive 
AwarrJPaid 

$631,074 

$327 777 

$269 978 

$172 858 

$189 377 

2012AwarrJas 
Percenlage of Target 

Award 

99% 

96% 

100% 

98% 

97% 
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The long-term incentive component of our compensation program consists of equity-based grants, which in 2012 were in the form of 
70% performance shares and 30% time-vested restricted stock. This mix is meant to tie the largest percentage of the equity incentives direcUy to 
our performance relative to companies in our industry, with the value of the remaining incentives also being tied to stock. price and continued 
service. 

The Committee does not grant stock options because it previously determined that restricted stock grants more closely serve the goals 
of tying compensation levels to company performance and promoting long-term retention of executives. Also, by granting restricted stock instead 
of stock options, fewer shares are used to deliver the same value to employees, resulting in less dilution to shareholders. 

Perlonnance Share Fonnula 

The number of performance shares ultimately received by each executive is dependent upon the total shareholder return of our 
common stock over a three-year period relative to that of the median company of the companies listed in the Dow Jones Electricity and Multi utility 
Groups. The Committee determined that design for payout best reflects the objective granting the performance shares by directly tying a portion 
of compensation to a long-term performance measure relative to other companies In our industry, while the three-year performance period also 
aids in the retention of our executives. 

Total retUrn is calculated by dividing (1) the sum of (a) the difference between the share price at the end and beginning of the three-year 
performance period, and (b) the amount of dividends with respect to the three-year performance period, assuming dividend reinvestment, by 
(2) the closing share price at the beginning of the three-year performance period, with the share price in each case being determined by using the 
average closing price during the 20 trading days preceding (and inclusive oQ the date of determination. Share price is equitably adjusted for stock 
splits and other similar corporate actions affecting stock. The table below shows the performance share payouts that correspond to our total 
shareholder return compared to the peer group described above. Payout Is prorated for performance between the bottom quarter and top 10%. 

Total Shar8holder Relum Re/81ive to Peer Group Penormance Share Payout % 

Bottom 25% of the Peer Group 0% 

25111 Percentile of the Peer Group 25% 

Equal to the median of the Peer Group 100% 

Top 10% of the Peer Group 150% 

Equity Vesting Schedules 

The performance shares vest at the end of the three-year performance period, depending on the formula as described above. AI the 
end of the three-year period either (i) the performance shares are forfeited or (ii) the shares vest and, potentially, additional shares are granted. 
The time-vested restricted stock vests in a single installment three years from the date of grant At the time of vesting of either the performance 
shares or time-vested restricted stock, the holder becomes the holder of shares of non-restricted common stock with the same terms as our 
common stock. 

If employment is terminated during the three-year period without cause by the company or through a normal retirement by the employee 
(as described below in 'Pension Benefits - Supplemental Plan'), a prorated amount of shares vest based on the amount of time employed during 
the three-year period, and in the case of the performance shares, based on the performance measurement at the time employment ended. 
(Beginning with the 2013 awards, the performance measurement would occur on the last business day of the quarter in which employment 
ended.) All shares are forfeited if employment is terminated for cause by the company or is terminated by the employee voluntarily (except for in 
the case of a normal retirement). 

The agreements governing all outstanding time-vested restricted stock and performance share awards are 'double-trigger' 
arrangements, such that vesting of the shares is only accelerated following a change in control if the grantee is also terminated without cause or 
terminates employment with good reason. (The payout of the performance shares under those circumstances would still be based on the 
applicable performance calculation.) 
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In 2012, the Committee continued to use a total compensation approach to detennine levels of long-tenn incentive awards. Long-term 
incentive awards were granted at levels that provided each executive officer with total target compensation that was in line with the total targeted 
compensation amounts developed for each officer using the data and process described under "Compensation Review Process• above. 

The Committee also considered the total number of shares subject to equity incentive awards in relation to the total number of our 
outstanding shares, and reviewed infonnation with respect to the estimated total and annual accounting expense associated wHh the equity incentive 
grants. 

Using this infonnation, the Committee made equity incentive award grants at a level that H believed would enable us to continue to attract, 
retain and motivate our executives, control dilution and maintain reasonable annual accounting expense. 

The 2012 target long-term equity incentive award opportunity for each named executive officer is shown below based on the grant date 
present value of the shares on the date of grant: 

Performance Shares (Target Amount) Tine-Based ReSilicted Slock Total Target L Tl 
Name #of shares Grant Date Present Value #of shares Grant date present value Opporlunffy 

John B. Ramil 122,121 $1,954,522 48,108 $864,982 $2,819,504 

Gordon L. Gillette 31,752 $ 508,184 12,508 $224,894 $ 733,078 

Sandra W. Callahan 26,867 $ 430,001 10,584 $190,300 $ 620,301 

Clinton E. Childress 29,309 $ 469,085 11,546 $207,597 $ 676,682 

Charles A. Altai 23,692 $ 379,186 9,333 $167,807 $ 546,993 

Payment of Dividends 

Dividends are not paid on unvested performance-based awards. (Dividends on such awards are accumulated and paid on the amount of 
the award that vests and are forfeited for any shares that do not vest.) Holders of time-vested restricted stock receive the same dividends as holders 
of other shares of our common stock. 

Timing of Long-Term Incentive Awards 

Prior to 2013, the Compensation Committee had a long-standing practice of making annual equity-incentive award grants on the date of our 
annual shareholders' meeting. On selected occasions, it has granted equity incentives upon election of a new executive officer. Beginning in 2013, the 
Committee detennined to make annual equity-incentive award grants at Hs .first quarterly meeting of the year, the same time H makes other 
compensation adjustments, to better faciiHate compensation decisions reflective of total compensation rather than individual elements. In all cases, 
the grant date has been the same day that the Committee approved the grant stock options have not been granted since 2006. When they were 
granted, the exercise price for all stock options was set at the fair market value on the date of grant, detennined by averaging our high and low stock 
price on the day preceding the date of grant. 

Sale of Vested Shares by Executives 

In granting equity incentive awards, the Committee is aware that each year in the late March to early May time frame, the restricted stock 
granted three years earlier will vest if the applicable vesting conditions are met and, thus, each year at about that time, shares may be sold by the 
executive officers or withheld by TECO Energy to pay the taxes due upon vesting. Accordingly, investors who see the reported sales of these shares 
by executive ofllcers shOuld not assume that such sales represent negative views of the company's prospects by the executive officers. 

Retirement and Other Benefits 

Supplemental Executive Retirement Plan 

Our named executive officers participate in a supplemental retirement plan that provides benefits at a level not available under the tax­
qualified plan and is meant as an addHional aid in attracting and retaining officers in key positions. The Committee reviews the tenns and benefits of 
this plan from time to time, and the consultant provides the Committee with market data showing the prevalence of similar plans at the peer group 
companies described above and the types of benefits provided by those plans . 
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FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: PETITION FOR RATE INCREASE BY 
TAMP A ELECTRIC COMPANY 

) DOCKET NO. 130040-EI 

) 

DIRECT TESTIMONY OF STEPHEN J. BARON 

I. INTRODUCTION 

Q. Please state your name and business address. 

A. My name is Stephen J. Baron. My business address is J. Kennedy and Associates, Inc. 

("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 

30075. 

Q. What is your occupation and by whom are you employed? 

A. I am the President and a Principal of Kennedy and Associates, a firm of utility rate, 

planning, and economic consultants in Atlanta, Georgia. 
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Please describe briefly the nature of the consulting services provided by Kennedy and 

Associates. 

Kennedy and Associates provides consulting services m the electric and gas utility 

industries. Our clients include state agencies, large consumers of electricity and other 

market participants. The firm provides expertise in system planning, load forecasting, 

financial analysis, cost-of-service, and rate design. Current clients include the Georgia and 

Louisiana Public Service Commissions, and consumer groups throughout the United States. 

Please state your educational background. 

I graduated from the University of Florida in 1972 with a B.A. degree with high honors in 

Political Science and significant coursework in Mathematics and Computer Science. In 

1974, I received a Master of Arts Degree in Economics, also from the University of Florida. 

My areas of specialization were econometrics, statistics, and public utility economics. My 

thesis concerned the development of an econometric model to forecast electricity sales in the 

State of Florida, for which I received a grant from the Public Utility Research Center of the 

University of Florida. In addition, I have advanced study and coursework in time series 

analysis and dynamic model building. 

Please describe your professional experience. 

I have more than thirty years of experience in the electric utility industry in the areas of cost 

and rate analysis, forecasting, planning, and economic analysis. 

Following the completion of my graduate work in economics, I joined the staff of the 
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Florida Public Service Commission ("Commission") in August of 1974 as a Rate 

Economist. My responsibilities included the analysis of rate cases for electric, telephone, 

and gas utilities, as well as the preparation of cross-examination material and the preparation 

of staff recommendations. 

In December 197 5, I joined the Utility Rate Consulting Division of Ebasco Services, Inc. as 

an Associate Consultant. In the seven years I worked for Ebasco, I received successive 

promotions, ultimately to the position ofVice President of Energy Management Services of 

Ebasco Business Consulting Company. My responsibilities included the management of a 

staff of consultants engaged in providing services in the areas of econometric modeling, load 

and energy forecasting, production cost modeling, planning, cost-of-service analysis, 

cogeneration, and load management. 

I joined the public accounting finn of Coopers & Lybrand in 1982 as a Manager of the 

Atlanta Office of the Utility Regulatory and Advisory Services Group. In this capacity I 

was responsible for the operation and management of the Atlanta office. My duties included 

the technical and administrative supervision of the staff, budgeting, recruiting, and 

marketing as well as project management on client engagements. At Coopers & Lybrand, I 

specialized in utility cost analysis, forecasting, load analysis, economic analysis, and 

planning. 

In January 1984, I joined the consulting finn ofKennedy and Associates as a Vice President 

and Principal. I became President of the firm in January 1991. 
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During the course of my career, I have provided consulting services to numerous industrial, 

commercial, Public Service Commission and utility clients, including international utility 

clients. 

I have presented numerous papers and published an article entitled "How to Rate Load 

Management Programs" in the March 1979 edition of "Electrical World." My article on 

"Standby Electric Rates" was published in the November 8, 1984 issue of "Public Utilities 

Fortnightly." In February of 1984, I completed a detailed analysis entitled "Load Data 

Transfer Techniques" on behalf of the Electric Power Research Institute, which published 

the study. 

I have presented testimony as an expert witness in Arizona, Arkansas, Colorado, 

Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan, Minnesota, 

Maryland, Missouri, New Jersey, New Mexico, New York, North Carolina, Ohio, 

Pennsylvania, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, before the 

Federal Energy Regulatory Commission ("PERC"), and in United States Bankruptcy Court. 

A list of my specific regulatory appearances can be found in Baron Exhibit __ (SJB-1 ). 

Do you have previous experience in regulatory proceedings before the Commission? 

Yes. Initially in my career, as a Staff member of the Commission, I was involved in rate 

proceedings involving many of the electric utilities in the State of Florida, including Tampa 

Electric Company (''Tampa Electric," "TECO," or "Company"). Since that time, I have 

been involved in a number of Progress Energy and Florida Power and Light Company 



. 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 .
13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

• 

Q. 

A. 

Q. 

A. 

Docket No. 130040-EI 
Direct Testimony of Stephen J. Baron 

Page 5 of41 

("FPL") rate proceedings as well as a generic DSM proceeding for all Florida electric 

utilities. 

On whose behalf are you testifying in this proceeding? 

I am testifying on behalf of the WCF Hospital Utility Alliance ("HUA''), a group of 

hospitals taking service from Tampa Electric. 

What is the purpose of your testimony? 

I will address issues associated with Tampa Electric's proposed 12 Coincident Peak and 

50% Average Demand ("12 CP and 50% AD") class cost of service study for production 

plant. As I will discuss, the Company's proposed class cost of service methodology to 

allocate fixed production costs is not reasonable and produces an unjustified cost shift to the 

general service demand ("GSD" or "general service demand") class. 

The Company also has proposed to utilize a minimum distribution system ("MDS" or 

"minimum distribution system") methodology to classify and allocate distribution function 

costs. The Company's testimony appears to support the use of that methodology only if the 

Commission adopts the Company's proposed 12 CP and 50% AD class cost of service 

study. However, an interrogatory response provided by Tampa Electric witness William 

Ashburn appears to clarify that it is the Company's intent to support the use of the MDS 

methodology regardless of the class cost of service methodology the Commission requires 

for production plant. I strongly support the use of an MDS methodology. I will discuss 

the Company's MDS analysis and recommend that it be adopted by the Commission in this 
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case regardless of the class cost of service methodology the Commission requires. 

While Tampa Electric has presented a 12 CP and 1/13th AD class cost of service study, the 

Company did not include its MDS distribution cost classification and allocation 

methodology in this study. Though I generally believe it would be most appropriate to use a 

winter peak or a summer/winter peak methodology to allocate Tampa Electric's fixed 

production costs to rate classes, I will present a 12 CP and 1/13th 
AD methodology that 

incorporates the Company's MDS methodology for allocating distribution costs and 

recommend adoption of this study by the Commission in this case. 

I will also discuss Tampa Electric's proposed revenue allocation to rate classes of its 

requested $133.645 million base rate revenue increase.1 While I do not oppose the 

Company's general methodology to allocate the approved revenue increase to rate classes, 

the specific allocation proposed by Tampa Electric, which is based on its recommended 

class cost of service methodology, is not reasonable. I will present a more accurate revenue 

allocation based on the HUA recommended 12 CP and 1/13th AD+ MDS analysis cost of 

service study. 

Finally, I will address Tampa Electric's proposed general service rate class rate design. 

Specifically, I discuss the proposed increases to the GS energy and demand charges and will 

recommend an alternative based on cost of service unit cost results. 

1 Tampa Electric's total revenue increase request is $134.841 million, comprised of a $133.645 million base rate 
increase and a $1.194 million increase in service charges. 
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Would you summarize your conclusions and recommendations? 

Yes. 

• Tampa Electric has based its proposed rate class increases on the results of its 12 

CP and 50% Average Demand cost of service study. As I discuss in this 

testimony, the Company's proposal is unreasonable and not supported by any 

substantial evidence. Tampa Electric's proposal is not consistent with cost 

causation and has not been justified by the Company in this case. The main 

attribute of Tampa Electric's proposed 12 CP and 50% AD methodology is to 

shift costs without sufficient justification to general service demand customers. 

The Commission should adopt a 12 CP and 1/13th AD production demand 

method in this case. 

• Tampa Electric has developed a reasonable Minimum Distribution System 

analysis to classify and allocate distribution costs to rate classes. This study 

follows the methodologies discussed by the National Association of Regulatory 

Utility Commissions ("NARUC") in its Electric Utility Cost Allocation Manual 

and is also consistent with widely used distribution cost of service methods 

adopted by regulatory commissions in other states. The Company's MDS study 

should be adopted by the Commission, together with a 12 CP and 1/13th AD 

production demand allocation method. The MDS analysis demonstrates that 

existing rates, without recognition of the minimum costs of connecting/serving a 

customer, will cause GSD customers to subsidize other customers . 
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• Any Commission approved revenue increase in this case should be apportioned 

·to rate classes based on the results of the HUA recommended 12 CP and 1/13th 

AD + MDS class cost of service study so that class rate of return parities are set 

to 1.0, subject to the restriction that no rate class receives an increase greater 

than 150% of the system average base rate increase and that no class receives a 

rate decrease. 

• Tampa Electric's proposed General Service Demand class rate design should be 

modified to provide a more reasonable balance between the proposed increases 

in the energy charges and the demand charge of the rate, following unit cost of 

service results • 

II. COST ALLOCATION ISSUES 

Have you reviewed the class cost of service studies filed by Tampa Electric in this 

case? 

Yes. Consistent with the instructions for the Minimum Filing Requirements ("MFR"), 

Tampa Electric has prepared a 12 CP and 1/13th average demand based cost of service study 

in this case, but also has developed a 12 CP and 50% AD methodology. The Company 

recommends adoption by the Commission in this case of the 12 CP and 50% AD method. 

Tampa Electric also proposes a minimum distribution system methodology to classify and 

allocate distribution costs if the Commission adopts its recommended 12 CP and 50% AD 

method. 
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Do you agree with the Company's class cost of service proposals? 

In part. While I support the Company's proposed adoption of the MDS method to classify 

and allocate distribution costs, I strongly oppose Tampa Electric's recommendation to 

utilize a 12 CP and 50% AD methodology to allocate fixed production demand costs. I will 

address Tampa Electric's MDS methodology more fully in a subsequent section of my 

testimony. 

With regard to Tampa Electric's 12 CP and 50% AD proposal, this production demand 

method is not supportable by any reasonable economic analysis or principle and simply 

results in a substantial cost shift to the general service class. Tampa Electric witness 

Ashburn's testimony does not provide any reasonable basis to adopt this method beyond a 

general observation that energy usage is a factor in determining what type of generation to 

install (i.e., base load vs. intermediate vs. peaking). However, there is no evidence 

presented to justify assigning 50% of fixed production demand related costs on the basis of 

rate class energy use, including energy use during off-peak periods as opposed to any other 

percentage, or to demonstrate that assignment of 50% of fixed production costs on the basis 

of energy use is more appropriate than an assignment of 8% as would occur under the 12 

CP and 1/13th AD class cost of service methodology the Commission has required for FPL 

and which the Commission has required other utilities to present in their MFRs. In fact, it 

appears that the cost shifting that occurs from this method may be ·one of the ''principles" 

used by the Company. This is suggested by Tampa Electric's request for adoption of a 12 

CP and 50% AD methodology, but lack of any analysis of whether a 12CP and 50% AD 
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methodology is consistent with cost causation on Tampa Electric's system. 

As I will discuss, this production cost allocation methodology unreasonably assigns fixed 

generation costs to higher load factor general service demand class customers who 

efficiently use the Company's generating capacity at relatively consistent levels throughout 

the day and throughout the year, therefore helping to defray the cost of such capacity. The 

price signals that would be sent to customers, if the Company's recommended methodology 

were adopted, would be counter to the efficient use of the Company's costly generating unit 

resources. It links off-peak energy usage to generation resource additions. That link, of 

course, is contrary to logic and erroneous. Off peak use of the utility's generation resources 

helps defray the fixed costs of those assets that otherwise would have to be recovered from 

peak period use. 

Would you discuss the problems that you have identified with Tampa Electric's 

proposed 12 CP and 50% AD production demand allocation method? 

The 12 CP and 50% AD method is essentially a 50/50 demand/energy weighted allocation 

method. Its proponents generally argue that energy use or system load factor impacts the 

economic tradeoffs among the types of generation resources selected to meet customer 

demands. These advocates argue that the higher cost of base load capacity is only incurred 

because of the fuel savings that are provided by a base load (or intermediate load) resource 

relative to a simple cycle combustion turbine. Thus, the 12 CP and 50% AD method can 

generally be thought of as a substitution of capital investment in lieu of burning higher cost 

fuel in peaking units. The "capital substitution" methodology is a production cost allocation 
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method that attempts to capture the economic trade-offs between high capital cost base load 

(or, perhaps intennediate load) generating resources that have lower operating costs (i.e., 

lower fuel costs/mWh due to fuel type or lower heat rates), versus lower capital cost 

resources (such as simple cycle combustion turbines) that have higher operating costs (i.e., 

higher fuel costs due to use of oil or natural gas, or higher heat rates). The concept 

underlying the "capital substitution" method is that higher energy use creates incentives to 

substitute higher capital cost resources for lower capital cost resources - thus, creating a 

linkage between energy use and capital costs. 

How is the principle of "cost causation" used to develop a class cost of service 

analysis? 

As described on page 38 of the NARUC Electric Utility Cost Allocation Manual, "Cost 

causation is a phrase referring to an attempt to determine what, or who, is causing the 

costs to be incurred by the utility." In order to assess each rate class' share of total 

jurisdictional costs, all of the Company's costs are first functionalized into the major 

functions provided by the utility: production, transmission, distribution and customer 

related costs (such as customer accounting). For example, production costs, which would 

include generation plant in service, depreciation reserves and other rate base related costs, 

depreciation expense, O&M expenses, fuel and purchased power are assigned to the 

production function. Once functionalized, these costs are then classified as either 

demand related, energy related, or customer related. Finally, the functionalized and 

classified costs are then allocated to rate classes based on allocation factors tied to cost 

causation. Fixed demand related costs are generally caused by the need for generation 
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resources to meet peak demands; energy related costs, such as fuel expenses, are caused 

by the total amount of energy use of each rate class. 

Does Tampa Electric's testimony in this case in support of its proposed 12 CP and 

50°/o AD method provide any substantive evidence to justify allocation of 50% of the 

Company's f'Ixed production demand costs on the basis of energy? 

No. Tampa Electric witness Ashburn simply asserts that it reflects some measure of cost 

responsibility, but offers no specific evidence. He also cites as support the conclusion 

that the increase in the percentage of average demand in the production demand 

allocation factor from 8% using the 12 CP and 1/13th AD method to 25% under Tampa 

Electric's last approved method "resulted in a reduced revenue requirement allocation to 

the residential and small commercial rate classes" and that the proposed increase in the 

percentage to 50% ''will further reduce that allocation."2 A large, if not controlling, 

rationale for the Company's proposal in this case appears to be the end result, which is a 

cost shift to large customers. But simply deciding to switch cost responsibility, without a 

substantive link to cost incurrence, is not supported by traditional ratemaking and is thus 

not a good ratemaking policy. 

Why is it important to perform a reasonable allocation of costs to rate classes? 

There are a number of reasons to do so. First, economic efficiency requires that rates 

reflect underlying costs. For example, while one could just divide Tampa Electric's total 

fuel costs by the number of customers on the system and send each customer a uniform 

• 
2 Ashburn Direct Testimony at page 33. 
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bill, that approach would clearly be unfair and result in a substantial misallocation of 

resources by overpricing energy related fuel costs to most customers and under-pricing it 

to higher load factor customers. Cost causation dictates that these energy related costs be 

assigned on the basis of the energy (kWh) use of each rate class. Similarly, fixed demand 

related costs, such as the return on generation plant investment and fixed production 

O&M are incurred by the utility to meet the peak demand of its customers. Once these 

plants are constructed, these demand related costs are fixed and do not vary with the 

amount of energy used by customers. As a result, economic efficiency is best achieved 

by allocating fixed demand related costs on the basis of class peak demand. 

In addition to economic efficiency, a related reason for allocating costs on the basis of 

cost causation is to prevent cross-subsidization of one rate class by another. Cross-

subsidization occurs when one set of customers pays in excess of cost and another pays 

less than the cost of serving that set of customers. 

Tampa Electric is proposing that this Commission adopt a methodology that classifies 

half of all of the Company's fixed production costs as demand related, compared to the 

current Tampa Electric method that classifies 75% of fixed production costs as demand 

related, which is already 25% less than strict cost causation would dictate. Strict cost 

causation, absent any other evidence to the contrary, would argue for a coincident peak 

allocator to assign cost responsibility for fixed, demand related costs. In the case of 

Tampa Electric, such an allocator would be a winter CP allocator or a combined 

winter/summer CP allocator. At a minimum, production demand related fixed costs 
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should be allocated on the basis of 12 CP. The Commission has adopted a 12 CP and 

1/13 th allocator in many prior electric utility rate cases. While this allocator does include 

a small energy component, the practical effect of the 12 CP and 1/13 th AD allocator is 

very close to a 100% demand 12 CP allocation method. 

Moreover, Tampa Electric already classifies the Polk Unit 1 gasifier and the Big Bend 

Unit 4 scrubber as 100% energy. Its new proposal in this case further moves additional 

fixed production demand costs (rate of return, depreciation, fixed O&M expense) to an 

energy allocation. This means that customer usage in off-peak hours, weekends, off-peak 

months are deemed to cause the Company to install additional generation resources. 

There is no evidence to support this assertion; rather, the evidence refutes it. 

What evidence refutes Tampa Electric's purported justification for allocating 50% of 

fixed production. costs as energy-related? 

The theory relied on by Tampa Electric --"capital substitution"-- is that higher capital cost 

resources are procured because of the fuel savings, and those resources benefit customers 

relative to basic simple cycle combustion turbines (Ashburn: Direct Testimony at page 32). 

While it is true that the Company has a substantial amount of coal fired generation, it has 

had this capacity for many years. The relevant price information that should be conveyed to 

Tampa Electric's customers must be premised on forward looking economic decisions, not 

decisions that were made 20 or 30 or more years ago. Tampa Electric's most recently 

installed base load coal unit became commercial in 1985 and was planned in the early 

1980's. Its other coal units (Big Bend 1-3) became commercial beginning in 1970. 
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During this period, such factors as the Fuel Use Act that precluded or discouraged the 

installation of gas fired generation may have had a significant impact on the decisions 

regarding the type of generating capacity that was added to Tampa Electric's system. The 

"Powerplant and Industrial Fuel Use Act" was signed into law in 1978. Its key 

provisions prohibited the use of natural gas or petroleum as an energy source in any new 

electric power plant and prohibited the construction of any new electric power plant 

without the capability to use coal or any alternate fuel as a primary energy source. It 

would make no economic sense to send price signals to Tampa Electric's customers in 

2014, based on economic relationships and/or government policies that existed 44 years 

ago but which are vastly different today. 

Based on Tampa Electric's recently filed 10-Year Site Plan, the Company is planning on a 

combination of Combined Cycle Gas Turbines ("CCGT") and simple cycle Combustion 

Turbines ("CT") as feasible generation resource additions in the future. This is consistent 

with my experience for other utilities throughout the U.S., including FPL. With 

environmental restrictions (in particular the Environmental Protection Agency ("EPA") 

Green House Gas New Source Performance Standards for Coal Units rulemaking) and 

lower natural gas prices, new coal fired power plants are not economic compared to CCGT 

and CT resources. To test the reasonableness of Mr. Ashburn's testimony in support of 

Tampa Electric's recommended 12 CP and 50% AD method, I developed a set of screening 

curves that evaluate the relative economics of a higher cost CCGT compared to a CT. 

Would you describe the specific analysis that you developed? 
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Table 1 below summarizes CCGT and CT costs based on the U.S. Department of Energy, 

Energy Information Administration ("EIA") Annual Energy Outlook forecast for 2013 

("AEO 2013"). This forecast, which is prepared annually by EIA, provides projections of a 

significant number of energy industry metrics, including the U.S. electric utility industry. 

As part of its forecast, EIA prepares a set of assumptions that are incorporated into its 

models. Among these assumptions are a set of capital and operating costs for CCGT and 

CT generation resources. The data summarized in Table 1 is contained in EIA's January 

2013 report entitled "Levelized Cost ofNew Generation Resources" in the Annual Energy 

Outlook 2013. Baron Exhibit_(SJB-2) contains an excerpt from this report. 

Table 1 

U.S. Average Levelized Costs (2011 $/mWh)- C/0 Date: 2018* 

Capacity Factor 
Capital 
Fixed O&M 
Var O&M + Fuel 
Total 

Conventional 
Combined Cycle 

87.0% 

15.8 

1.7 

48.4 

65.9 

Total Capital Cost/mW $ 120,415 

Fixed O&M/mW $ 12,956 
..:._ __ ......:.__ 

Total Fixed Cost/mW $ 133,371 

Total Variable Cost/mWh $ 48.40 

Advanced 
Combustion Turbine 

$ 
$ 

$ 

$ 

30.0% 

30.4 

2.6 

68.2 

101.2 

79,891 

6,833 

86,724 

68.20 

•source: Energy Information Administration Annual Energy Outlook 

2013, "Levelized Cost of New Generation Resources." 

The cost data presented in Table 1, as noted in the table, are levelized $2011 costs for a 
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Conventional CCGT and an Advance CT, both with a commercial operation date of 2018. 

This comparison provides a reasonable estimate of the economic trade-offs between lower 

and higher capital cost resources. As shown in the table, the annual levelized fixed cost of a 

conventional CCGT is $133/k.W, while for an Advanced CT the annual levelized fixed cost 

is $87/k.W. The variable operating costs of the two resources are $48/mWh and $68/mWh 

respectively. Using this information, a screening curve comparison can be developed to 

identify the breakeven capacity factor or "hours use" of a kW of capacity between the two 

resources. A screening curve is a cost curve for the resource, reflecting both fixed costs 

(capital, O&M expense) and variable costs (fuel, variable O&M expense) at various 

capacity factor (hours use) levels. It is designed to compare the cost of alternative resources 

at different usage levels. Table 2 shows the resulting ali-in levelized costs at various 

capacity factors. 3 

• 3 The EIA data is presented in terms of constant dollar ($20 11) levelized costs for ease of comparison. 
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4.0% 
5.0% 

10.0% 
15.0% 
20.0% 

26.8% 
30.0% 
35.0% 
40.0% 
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50.0% 
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Screening Curve Analysis: CCGT vs. CT 

Total Busbar Cost 

mWh CCGT CT 

350 $429.03 $ 315.70 
438 $ 352.90 $ 266.20 
876 $ 200.65 $ 167.20 

1,314 $ 149.90 $ 134.20 
1,752 $ 124.53 $ 117.70 

,2,348 $ 105.21 $ 105.14 
2,628 $ 99.15 $ 101.20 
3,066 $ 91.90 $ 96.49 
3,504 $ 86.46 $ 92.95 
3,942 $ 82.23 $ 90.20 
4,380 $ 78.85 $ 88.00 
4,818 $ 76.08 $ 86.20 
5,256 $ 73.78 $ 84.70 
5,694 $ 71.82 $ 83.43 
6,132 $ 70.15 $ 82.34 
6,570 $ 68.70 $ 81.40 
7,008 $ 67.43 $ 80.58 
7,446 $ 66.31 $ 79.85 
7,884 $ 65.32 $ 79.20 
8,322 $ 64.43 $ 78.62 
8,760 $ 63.63 $ 78.10 

2 For example, the CCGT resource has a $2011 levelized total cost of $78.85 at a 50% 

3 capacity factor. This means that the CCGT would cost $78.85 per kW if it were operated 

4 for 4,380 hours per year. The CT cost, at the same 4,380 hour of operation would cost 

5 $88.00 per kW. 

6 

7 As shown in Table 2, the breakeven hours-use of the conventional CCGT and the advanced 

8 CT occurs at a capacity factor of 26.8%, which correlates with 2,348 hours of usage during 

the year. For operation at 2,348 hours or below, the CT is less costly, while for operation 

above 2,348 hours, the CCGT is less costly due to its lower heat rate (btu/kWh). 
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What are the cost of service implications of this screening curve analysis with regard 

to the 12 CP and 50%, AD methodology? 

The screening curve economic comparison shows that beyond 2,348 hours of annual 

operation (27% of the hours of the year), the CCGT is less expensive and would be selected 

as the least cost resource. As long as the system's energy needs required the generation 

resource to operate at least 2,348 hours during the year, the least cost resource is the CCGT. 

Energy usage beyond 2,348 m Wh per m W has no impact on the economic decision to select 

the higher capital cost CCGT resource (over the lower capital cost CT). Thus, from a cost 

of service/cost responsibility standpoint, any energy usage in hours greater than the top 

2,348 peak hours during the year do not "cause" the higher capital costs of the CCGT 

resource (compared to the CT). Translating this into a class cost responsibility framework, 

energy usage in the remaining 6,432 hours during the year does not impose any additional 

capital costs on the system. This result is particularly important in assessing the 

reasonableness of the Company's proposed 12 CP and 50% AD method, which assigns 

fixed generation resource costs to rate classes on the basis of the classes' average demand 

during all 8,760 hours of the year. The screening curve economic analysis shows that 

energy usage in the 6,432 hours beyond the breakeven hours (2,348) is not responsible for 

any additional CCGT capacity costs (i.e., those CCGT capital costs in excess of CT capital 

costs). Assigning 50% of all Tampa Electric fixed generation costs on the basis of class 

average demand, based on a theory that customers with higher load factors are causing these 

higher CCGT costs to be incurred, is contrary to the economic evidence of cost 

responsibility that shows that kWh energy usage in excess of a system-wide 26.8% load 
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factor does not influence the decision concerning what type of generating unit to install. 

Perhaps that is why the Company does not base its request for use of the 12CP and 50% AD 

methodology on a cost causation analysis. 

Is there additional evidence that shows that larger customers with higher load factors, 

such as those that take service under the GSD rate schedule, do not cause the 

incurrence of the excess CCGT costs in proportion to their annual energy usage? 

Yes. That is evident when one examines consumption patterns during the months that 

experience the highest load hours of the year as compared to the consumption patterns in 

other months. 

In which months of the year do the highest 2,348 load hours occur? 

Using the hourly loads provided by Tampa Electric in response to The Florida Industrial 

Users Group First Set of Production of Documents request No. 3, I analyzed Tampa 

Electric's projected 2014 load data. Based on this analysis, the highest 2,348 hourly loads 

of the Company occur primarily in the summer months. Table 3 summarizes these results, 

together with the percentage share of energy usage for the residential class and for rate 

schedule GSD each month. 
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Distribution of Highest 2,348 Load Hours 

Test Year 2014 

Distribution of Sales 

Month #of Hours RS GSD 

Jan 80 8.2% 7.7% 

Feb 35 7.0% 7.3% 

Mar 45 6.4% 7.4% 

Apr 108 6.5% 7.8% 

May 267 7.7% 8.2% 

Jun 373 9.8% 9.1% 

Jul 379 10.5% 9.2% 

Aug 372 10.4% 9.1% 

Sep 359 10.7% 9.5% 

Oct 232 8.8% 8.8% 

Nov 52 7.0% 8.1% 

Dec 46 6.9% 7.9% 

Total 2,348 100.0% 100.0% 

%Jun-Sep 63.2% 41.5% 36.8% 

As can be seen in_ the table, the majority of the "highest load hours" occur during the 

summer months of June through September (63% of these high load hours occur in this 

period). Because rate schedule GSD has a flatter annual usage pattern over the year (due to 

its higher than average load factor), GSD consumes a relatively lower proportion of its 

energy in the summer months, compared to the residential class. Stated differently, the 

swing in percentages between the highest and lowest months for residential customers {i.e., 

10.7 -6.4 = 4.3 percentage points) is nearly twice as large as that experienced in serving 

GSD (i.e., 9.5 - 7.3 = 2.3 percentage points). It is also very important to recognize that 

these percentages for rates Residential ("RS") and GSD summarize the·total mWh during 

each month and do not differentiate between on-peak hours (when the highest loads occur) 

and off-peak hours. Most of the 2,348 hours that comprise the highest load hours occur 
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during the four-month period from June through September.4 While I do not have the 

breakdown of m Wh usage by rate class on a monthly on-peak/off-peak basis, it seems 

reasonable to conclude consistent with the data set forth in Table 3, that a higher load factor 

rate class, such as GSD, would have a smaller proportion of its monthly usage during the 

June through September period.5 This means that GSD's responsibility for load during the 

highest 2,348 hours of the year is likely to be much smaller than its overall percentage of 

energy use during each month. 

Figure 1 contains an excerpt from the Company's workpapers that shows monthly 

coincident peak load factors for the residential, General Service Non-Demand ("GS") and 

GSD rate classes. 

4 While Tampa Electric is a traditionally winter peaking utility, there are many more high load hours during the 
summer months than during the winter months. The winter peaks tend to be short duration peaks driven by extreme 
weather, while the summer peaks are more extensive in duration. 
5 At an extreme of 100% load factor, the percentage of a rate class would have the same hourly m Wh each hour of 
the month. In this case, the percentage of monthly on-peak energy use is exactly the percentage of the number of 
on-peak hours during the month. For example, in July, the number of on-peak hours using a typical "5 X 16" 
weekday period would be about 49%. 
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Figure 1 
Load Factors (@CP) 

100%�--------------------------------� 

90% +---�--------------------------�---; 

80% +-----��--------------------.��� 

70% +-���--�--��------��--���__, 

60% �.---�����------------���--� 

50% +-�L_ __ �::I;;;::::e:;�::Jc_ _ ___:=� 

40% ��---------------------------------; 

30% +------------------------------------; 

20% +--r--�,--T--r-��--�-r��,-�� 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

-+-RS 

-+-GSD 
'--------l 

This confirms that the GSD class has higher monthly load factors, which means that the 

GSD class has a higher percentage of its monthly energy use relative to the RS and GS 

classes occurring in the months of October through May. As a result, the need for 

generating capacity to serve the significant loads that occur from June through September is 

caused to a large degree by the RS and GS rate classes, not GSD. Moreover, it is the 

extended duration of the need for that capacity that drives the decision to install CCGT, 

rather than CT, capacity. 

Do you have any additional evidence to support your contention that the RS and GS 

rate classes drive the need for CCGT, rather than CT, technology? 

Yes. Figure 2 below shows Tampa Electric's projected 2014 annual load duration curve 

using this same hourly load data. The data representing the highest 2,348 hours of load 

clearly demonstrate that only a small portion of the total annual energy usage by customers 

impacts the resource economics trade-off decision. 
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Do these results demonstrate that using annual energy ("AD") in the Company's 12 

CP and 50% AD method improperly allocates cost? 

Yes. Because only energy usage during the highest 2,348 load hours of the year are 

relevant to generation resource trade-offs (i.e., the trade-off discussed by Mr. Ashburn at 

page 32 of his testimony between high capital cost/low operating cost units and low capital 

cost/high operating cost units), and the fact that the higher load factor GSD customer class 

has a lower share of this energy, the 50% AD method is incorrect. If a 50% energy 

component is to be used, it should only be based on each class's share of energy during the 

top 2,348 hours of the year. In addition, if such a method were to be adopted, the "demand" 

portion of the allocator should only be the peak month CP or perhaps the summer and 

winter peak month CPs, not CP demands in a1112 months. As a result, I could support a 

single CP or winter/summer CP methodology to allocate the fixed costs of production plant, 
· 
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or an alternative methodology that allocates the fixed costs strictly on a demand basis. In 

any event, based on my analysis, I believe a 12 CP and 1/13th AD allocator would be far 

superior to the 12 CP and 50% AD methodology that Tampa Electric has proposed. 

Because the use of 12 CPs captures rate class usage during the 12 monthly peaks, plus the 

additional l/13 energy (AD) component reflecting annual energy usage, this methodology, 

while still creating some subsidization by GSD customers, does a better job of capturing 

each rate class's cost responsibility for Tampa Electric's fixed production costs than Tampa 

Electric's proposed 12 CP and 50% AD methodology. 

Have you performed any additional analyses that demonstrate the unreasonableness 

of Tampa Electric's proposal? 

Yes. Using the same EIA levelized cost data from the AEO 2013 forecast, I developed a 

screening curve analysis that compares a Conventional CCGT with a Conventional CT. 

The Conventional CT has somewhat different cost characteristics than the Advanced CT 

that I used in the screening curve analysis that I presented in Tables 1 and 2.  Tables 4 and 5 

summarize this analysis. 
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U.S. Average Levelized Costs (2011 $/mWh) - C/0 Date: 2018* 

Capacity Factor 

Capital 

Fixed O&M 

Var O&M + Fuel 

Total' 

Conventional 

Combined Cycle 

87.0% 

15.8 

1.7 

48.4 

65.9 

Total Capital Cost/mW $ 120,415 

Fixed O&M/mW $ 12,956 
..;___ __ ......:....;...;.__ 

Total Fixed Cost/mW $ 133,371 

Total Variable Cost/mWh $ 48.40 

Conventional 

Combustion Turbine 

$ 

$ 

$ 

$ 

30.0% 

44.2 

2.7 

80 

126.9 

116,158 

7,096 

123,253 

80.00 

*Source: Energy Information Administration Annual Energy Outlook 

2013, "levelized Cost of New Generation Resources." 
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Screening Curve Analysis: CCGT vs. CT 

Total Busbar Cost 

mWh CCGT CT 

320. $465.52 $465.48 

438 $352.90 $ 361.40 
876 $ 200.65 $ 220.70 

1,314 $ 149.90 $ 173.80 
1,752 $ 124.53 $ 150.35 

2,348 $ 105.21 $ 132.50 
2,628 $ 99.15 $ 126.90 
3,066 $ 91.90 $ 120.20 
3,504 $ 86.46 $ 115.18 
3,942 $ 82.23 $ 111.27 
4,380 $ 78.85 $ 108.14 
4,818 $ 76.08 $ 105.58 
5,256 $ 73.78 $ 103.45 
5,694 $ 71.82 $ 101.65 
6,132 $ 70.15 $ 100.10 
6,570 $ 68.70 $ 98.76 
7,008 $ 67.43 $ 97.59 
7,446 $ 66.31 $ 96.55 
7,884 $ 65.32 $ 95.63 
8,322 $ 64.43 $ 94.81 
8,760 $ 63.63 $ 94.07 

Based on this screening curve analysis, the breakeven hours use at which the CCGT 

becomes less expensive than the CT is 320 hours. Essentially, the CT is only the economic 

choice for a narrow· peak window (such as a weather spike driven winter peak). The 

conclusion from this analysis is that only energy use in the highest 320 hours of load during 

the year impact the decision to incur the higher cost of an intermediate CCGT resource. 

Energy use during the remaining 8,440 hours of the year haye no bearing on this economic 

decision and thus would not be a cost causative factor for the incurrence of fixed production 

demand costs. 
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Based on your analysis, should the Commission adopt Tampa Electric's proposal to 

use a 12 CP and 50°/o AD method? 

No. There is no basis for the Company's proposal. It simply results in a substantial cost 

shift from the RS and GS rate classes to larger customers. 

Should the Commission adopt Tampa Electric's current 12 CP and 25% AD method 

in this case? 

No. First, the Company has not presented such a study in this case. More importantly, the 

12 CP and 25% AD suffers from the same problems that I have identified for the 12 CP and 

50% AD method, just not as severely. Nonetheless, there is no reasonable basis for the 12 

CP and 25% AD method. Rather, based on the Commission's preference for the 12 CP and 

1/13th AD methodology that it approved in numerous cases for FPL over the years (at least 

since 1983) and other Florida electric utilities, I recommend that the Commission adopt the 

12 CP and 1/13 thAD for Tampa Electric as well. In a subsequent section of my testimony, I 

will present a 12 CP and 1113th AD method that also incorporates Tampa Electric's MDS 

distribution cost allocation analysis. 

Does the Tampa Electric system's generation resource mix (capacity mix) justify the 

12 CP and 50o/o AD methodology, or even the 12 CP and 25% AD method? 

No. Based on data from the 2013 10-Year Site Plans filed by FPL and Tampa Electric, the 

Basellntennediate load generation capacity mixes of the two utilities are about the same 

(79% for Tampa Electric, 71% for FPL). The Commission has consistently (at least since 

1983) found that the 12 CP and 1/13th AD method is appropriate for FPL. Based on the 
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composition of generation resources, this cost allocation methodology is also appropriate 

for Tampa Electric. 

Would you please discuss Tampa Electric's proposal to use a Minimum Distribution 

System methodology to classify and allocate distribution plant investment and 

expenses to retail rate classes? 

Yes. As discussed in Tampa Electric witness William Ashburn's testimony, the Company 

is proposing to utilize an MDS methodology to classify a portion of distribution plant and 

expenses as both demand related and customer related using a generally accepted method to 

identify the demand and customer components of FERC distribution plant accounts 364 

(poles), accounts 365 to 367 (overhead and underground conductors and conduit) and 

account 368 (transformers). Tampa Electric previously classified 100% of these 

distribution costs as demand related. I fully support the Company's proposed MDS 

recommendation in this case and believe that it is a valid, proper and reasonable approach 

for use in the class cost of service study. 

What is the basis, from a cost causation perspective, to classify these distribution costs 

as both demand and customer related? 

As described in the NARUC Electric Utility Cost Allocation Manual, the underlying 

argument in support of a customer component is that there is a minimal level of distribution 

investment necessary to connect a customer to the distribution system (lines, poles, 

transformers) that is independent of the level of demand of the customer. 6 The amount of 

6 An excerpt from the NARUC manual that discusses the classification of distribution costs is contained in Baron 
Exhibit_(SJB-3). 
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distribution cost that is a function of the requirement to interconnect the customer, 

regardless of the customer's size, is appropriately assigned to rate classes on the basis of the 

number of customers, rather than on the kW demand of the class. As stated on page 90 of 

the NARUC cost allocation manual: 

When the utility installs distribution plant to provide service to a 
customer and to meet the individual customer's peak demand 
requirements, the utility must classify distribution plant data separately 
into demand- and customer-related costs. 

Would you briefly explain the conceptual basis for a minimum distribution cost 

methodology? 

As discussed in the NARUC cost allocation manual, there are two approaches that are 

typically used to develop a customer component of distribution plant and expenses. 

Each methodology ("zero-intercept" and "minimum size") attempts to measure the 

customer component of various distribution plant accounts (e.g., poles, primary lines, 

secondary lines, line transformers, etc.). Each of the two methods is designed to estimate 

the component of distribution plant cost that is incurred by a utility to effectively 

interconnect a customer to the system, as opposed to providing a specific level of power 

(kW demand) to the customer. Essentially, the "minimum size methodology" represents 

the cost that would be incurred, irrespective of differences in the kW demand of a 

distribution customer. It is this cost, which is not related to customer usage levels, that is 

used to identify the portion of distribution costs that should be allocated to rate classes 

based on the number of primary and secondary distribution customers taking service in 

the class. 
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Conceptually, this analysis is designed to estimate the behavior of costs statistically, as 

the Company meets growth in both the number of distribution customers and the loads of 

these customers. For example, new distribution investment in poles, or underground 

conductors, for a new subdivision may be associated with unsold, or unoccupied homes 

that have "0" kW demand- yet the cost for these facilities is still incurred. Similarly, 

distribution facilities must be installed to meet the needs of part time residents that may 

have little or no demand during a portion of the year - yet the cost of such distribution 

facilities still must be incurred and does not vary as a result of the fact that such facilities 

serve part-time residents. The MDS methodology gives recognition to this circumstance 

by assigning a portion of the cost of these facilities based on the existence of a 

"customer," and not just the level of the customer's kW demand. 

Do other major electric utility operations in Florida incorporate minimum 

distribution system classifications in class cost of service studies? 

Yes. In a recent Gulf Power Company ("GPC") rate case (Docket No. 110138-EI), GPC 

presented and strongly supported the use of an MDS methodology to develop its class 

cost of service study. GPC's cost of service witness in that case, Michael O'Sheasy, 

testified in support of an MDS methodology as follows: 

Q. Please explain why the Minimum Distribution System 
methodology is important to Gulf and its customers? 

A. As I discuss in more detail later, some costs of the distribution 
system beyond the customer meter and service drop do not vary 

with customers' use of electricity. The Minimum Distribution 
System (MDS) methodology is necessary to accurately 
determine and allocate these customer-related distribution costs. 
The misclassification of costs that results from not using the 
MDS methodology sends misleading price signals to customers. 
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This misclassification also results in different customer rate 
classes bearing more or less costs than their cost-causative share 
of distribution costs. It is therefore important to examine these 
customer-related costs and classify them appropriately, which 
the MDS methodology enable us to do. [O'Sheasy Direct 
Testimony at pages 16 -17, Gulf Power Company Docket No. 
110138-EI]. 

Do you agree with Mr. O'Sheasy's quoted testimony on the MDS issue? 

Yes. There is no question that some portion of each of Tampa Electric's distribution 

accounts 364 to 368 is customer related. If a Tampa Electric customer were to decrease 

its usage to 0 kW, all of the poles, overhead conductors, underground conductors and 

transformers would not somehow disappear or be used to supply customers in other parts 

of the system. An MDS methodology recognizes this and reasonably reflects it in the 

Company's class cost of service study. 

Did the Commission adopt GPC's MDS methodology in Docket No. 110138-EI? 
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It is my understanding, based on a review of the Commission's Order in that case, that 

the Commission approved a Stipulation adopting the methodology "solely for use in 

designing rates in this case." At least for that GPC case, the conceptual framework that 

some portion of distribution accounts 364 through 368 is customer related has been 

accepted, even if it is only for ''use in designing rates" in that case. 

How do Tampa Electric's MDS results compare to the MDS classifications developed 

byGPC? 

As reported by Mr. Ashburn, Tampa Electric's analysis classifies 64% of poles, 9% of 

conductors and 24% of transformers as customer related. GPC's analysis of its distribution 

plant costs produced very similar results. Table 6 summarizes the comparison. 

Table 6 

Comparison of TECO and Gulf Power Company MDS Results 

TECO Gulf Power Company 

Account Description % Cust % Dem % Cust % Dem 

364 Poles 64% 36% 65% 35% 

365, 366,367 Conductors 9% 91% 8% * 92% 

368 Transformers 24% 76% 25% 75% 

• GPC% weighted by TECO plant-in-service for accounts 365 to 367. 

Have regulatory commissions in other states adopted the minimum distribution 

system method? 

Yes. While I have not conducted a comprehensive study, a number of commissions have 

authorized the MDS methodology. Jurisdictions authorizing the MDS method for 

utilities in their states that I am specifically familiar with include: Wisconsin, 
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Do you believe that a minimum distribution system is appropriate for Tampa 

Electric? 

Yes. Given the importance of the cost of service results (parities) in setting rates, it is 

reasonable and appropriate for the Commission to adopt Tampa Electric's proposed MDS 

methodology. From a cost causation standpoint, the argument supporting this approach is 

that all of these minimal facilities are needed to interconnect a customer to the Tampa 

Electric system, including meeting minimum safety standards set forth in the National 

Electric Safety Code ("NESC"), which the Commission requires be adhered to for all 

Florida electric utilities. 

Have you developed a 12 CP and l/13th AD cost of service study that incorporates 

Tampa Electric's MDS study to classify and allocate distribution costs? 

Yes. Using the Company's cost of service model, I modified Tampa Electric's filed 12 CP 

and 1113th AD cost of service study to include the MDS analysis that Tampa Electric 

developed for its recommended 12 CP and 50% AD method. Baron Exhibit_(SJB-4) 

contains a summary of this study. Table 7 summarizes the rate class rates of return and 

parities for this study and compares these results to the Company's 12 CP and 50% AD 

study, under current rates. It shows that when each rate class' contribution to the 

Company's return is measured in relation to each class' contribution to the Company's 

incurrence of costs, it is clear that the GSD rate class has been substantially over- . 

contributing to Tampa Electric's return, and the RS class has been substantially under-
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Cost of Service Results with MDS 

@ Present Rate Revenues During Test Year Before Increase* 

12CP & 1/13th 12CP & 50% 

ROR Index ROR Index 

RS 4.10% 0.85 4.43% 0.92 

GS 4.67% 0.97 4.84% 1.00 

GSD 5.49% 1.14 5.06% 1.05 

IS 9.95% 2.06 7.43% 1.54 

LS ENERGY 6.42% 1.33 2.39% 0.49 

LS FACILITIES 8.96% 1.85 8.96% 1.85 

Total 4.84% 1.00 4.84% 1.00 

*These ROR Parity results reflect the revenues paid by each customer class at present 

rate levels, before the requested TECO rate increases, under the Company's proposed 

COS method compared to the HUA proposed 12 CP & 1/13th AD+ MDS method. 

To the extent that Mr. Ashburn, at page 34, lines 3 through 8 of his testimony, is 

arguing that the MDS methodology should only be adopted by the Commission if the 

Company's preferred 12 CP and 50% AD method is also adopted, would there be any 

basis to link these two methodologies in that manner? 

No. First, the two methodologies are independent; the 12 CP and 50% AD method is 

associated with the allocation of fixed production costs, while the MDS method is used to 

allocate the cost of distribution facilities. Second, linking the two methodologies defies any 

concept of ''principle" underlying the adoption of a class cost of service study. This 

rationale seems to be driven exclusively by the outcome of the cost allocation study, not its 

underlying reasonableness or how well it reflects cost causation. 
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Has the Company provided any additional clarification to Mr. Ashburn's testimony on 

the appropriateness of employing the MDS.methodology with the 12 CP and l/13th AD 

or other production demand cost allocation methodologies? 

Yes. In its response to HUA's First Set of Interrogatories, Interrogatory No. 90, Mr. 

Ashburn confirms that he did not intend to state that the MDS methodology should only be 

employed if the 12 CP and 50% AD method is adopted. Baron Exhibit_(SJB-5) contains a 

copy of this interrogatory response. 

III. ALLOCATION OF THE AUTHORIZED REVENUE INCREASE 

Have you reviewed Tampa Electric's proposed allocation of its requested $133.645 

million revenue increase to rate classes? 

Yes. Tampa Electric's analysis is presented in Mr. Ashburn's Exhibit_(WRA-1), 

Document No.2. The allocation of the Company's requested increase follows the results of 

its recommended 12 CP and 50% AD+ MDS cost of service study, such that each rate class 

is assigned an increase that Tampa Electric calculates would bring that rate class to parity 

with the System average rate of return, subject to two limitations: no class should receive a 

rate decrease and no class should receive an increase greater than 1.5 times the average. 

increase. Based on Tampa Electric's preferred cost of service study, only the lighting class 

increase is impacted by the limitations. 

Do you agree with Tampa Electric's general methodology to assign rate class increases 

in this case? 
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Yes. However, since I am recommending an alternative cost of service study using the 12 

CP and 1/13th AD+ MDS methodology, I have revised Tampa Electric's revenue allocation 

using the cost of service study results shown in my Exhibit_(SJB-4). Baron 

Exhibit (SJB-6) contains the results of this revenue allocation analysis, which allocates the 

overall revenue increase to bring each rate class to a parity of 1.0, subject to a limitation that 

no rate class receives a decrease and that no class receives an increase greater than 1.5 times 

the retail average increase. The analysis shown in Exhibit_(SJB-6) compares Tampa 

Electric's proposed revenue responsibility to that proposed by HUA, inclusive of HUA's 

recommended revenue requirement adjustments presented by Mr. Kollen. Table 8 below 

summarizes these increases. 7 

7 The HUA revenue requirement adjustments presented by Mr. Kallen have been applied to Tampa Electric's 
requested $133.645 million rate schedule increases. HUA has not taken a position on Tampa Electric's proposed 
$1.194 million increase in service charges, which has not been adjusted. 
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Proposed Revenue Responsibility 

TECO Proposed Increase HUA Proposed Increase Difference (HUA vs. TECO) 
% % % 

Increase Present Increase Present Increase Present 

$ Base Rev. $ Base Rev. $ Base Rev. 

Rate Class 

Residential (RS,RSVP) 

General Service 

Non-Demand (GS,TS) $ 94,742 17.30% $ 24,480 4.47% $ (70,262) -12.83% 

General Service 

Demand (GSD, SBF) 

Interruptible Service (IS) $ 37,168 11.64% $ 4,951 1.55% $ (32,217) -10.09% 

Lighting (LS-1) 

A. - Energy $ 1,737 31.78% $ 22 0.40% $ (1, 716) -31.38% 
B. - Facilities $ - 0.00% $ - 0.00% $ - 0.00% 

Total $133,647 14.72% $ 29,452 3.24% $(104,195) -11.48% 

Q. Under your proposal, the GSD rate class would obtain a greater reduction in rates, 

A. 

Q. 

relative to Tampa Electric's proposal than would be obtained by the RS and GS rate 

classes. Why is this occurring? 

That result is a consequence of moving each rate class closer to parity, which is the widely 

accepted goal in performing class cost of service/revenue apportionment analyses. That 

consequence also is not surprising in light ofthe class cost of service results that I presented 

in Table 7. 

Are you recommending the apportionment of the Commission approved revenue 
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increase to rate classes based on the contribution to Tampa Electric's cost of service 

shown for each class in your Table 8? 

Yes, with the caveat that these increases are based on HUA's recommended revenue 

requirement adjustments presented in the testimony of Mr. Kollen and Mr. Baudino. As 

summarized in Mr. KoHen's testimony, HUA is recommending that Tampa Electric be 

awarded an overall revenue increase in this case of no more than $30.6 million. I 

recommend that the approved increase be allocated using the results of a compliance cost of 

service study based on the 12 CP and 1/13th AD + MDS methodology that I am 

recommending in this case. In the alternative, I recommend that the approved increase be 

allocated proportionately to the HUA increases shown in Table 8. 

IV. RATE DESIGNISSUES 

Have you reviewed Tampa Electric's proposed GSD/GSDT rate design? 

Yes. The Company is proposing a number of increases and decreases to various GSD and 

GSDT rate elements (customer, energy and demand charges) to recover its recommended 

GSD rate class increase. Table 9 below summarizes the increases proposed for GSDT. 
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Table9 
TECO Proposed GSDT Rate Design 

Charge Present Proeosed Unit Cost % Increase 

T-0-D 

Secondary $ 57.00 $ 30.00 $ 28.21 -47.4% 

Primary $ 130.00 $ 130.00 $ 126.56 0.0% 

Subtransmission $ 930.00 $ 990.00 $ 987.60 6.5% 

Demand Charge -$ per kW 

T-0-D 

Base $ 2.84 $ 3.23 $ 3.31 13.7% 

Peak $ 5.57 $ 6.27 12.6% 

Energy Charge-$ per MWh 

T-0-D 

On-Peak $ 28.98 $ 39.99 38.0% 

Off-Peak $ 10.46 $ 9.60 $ 9.60 -8.2% 

The overall base rate increase proposed for rate GSDT is about 13 .5%. However, the 

Company is proposing a 38% increase to the GSDT on-peak (non-fuel) energy charge, 

which is substantially above the unit cost of service ($39.99/mWh vs. $9.6/mWh). There is 

no unit cost of service difference associated with non-fuel variable cost between the on-peak 

and off-peak periods. Therefore, the unit energy cost for the on-peak period is also 

$9.6/mWh. 

What process did Tampa Electric use to develop its GSD and GSDT rate design? 

According to the Company's workpapers, Tampa Electric designed GSD and GSDT jointly 

by first increasing the GSD demand charge by the overall GSD rate class increase, setting 

the off-peak GSDT demand charge at unit cost and then calculating the on-peak GSDT 

demand charge by taking the difference between the GSD demand charge and the GSDT 

off-peak demand charge. For the energy charges, the Company determined the GSD energy 

charge as the residual necessary to produce the GSD target revenues. The GSDT energy 

charges were developed jointly with the GSD energy charge by setting the off-peak energy 
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charge to unit cost of service and the on-peak GSDT energy charge using test year on and 

off-peak GSDT energy ratios. 

Do you believe that the Company's GSD/GSDT rate design is reasonable? 

No. As I noted, the proposed on-peak GSDT energy charge is more than 4 times larger than 

unit cost of service, which does not reflect any on/off-peak differentials. Because the GSDT 

energy charge represents non-fuel energy costs, there is no basis to impose such a large 

differential between the on and off-peak energy charges. A more reasonable approach in 

this case is to set the off-peak GSDT energy charge at unit cost, impose no increase to the 

already excessive on-peak GSDT energy charge and then solve for the remaining revenue 

requirements for rate GSD/GSDT by adjusting the on-peak demand charge (the off-peak 

demand charge is appropriately being set at unit cost in Tampa Electric's proposed rate, 

which is reasonable). Baron Exhibit_(SJB-7) summarizes my recommended rate design 

using this approach. This methodology, which is revenue neutral within the 

GSD/GSDT/SBFT rate class, places a higher priority on setting the energy charges at unit 

cost of service (or, in the case of the on-peak GSDT energy charge, moving towards cost of 

service) and then uses the demand charges as a residual to meet the overall GSD rate class 

revenue target. 

Does that complete your prepared testimony? 

Yes. 
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• 
Expert Testimony Appearances 

of 
Stephen J. Baron 
As of June 2013 

Date Case Jurlsdlct. Party Utility Subject 
4181 203(8) KY Lruisvile Gas Louisvlle Gas Cost-of-service. 

& Electric Co. & Electric Co. 

4181 ER-8142 MO Kansas City Power Kansas City Forecasting. 
& Light Co. Power & Light Co. 

6181 U-1933 1'1. Arizona Corporation Tucson Eleclrlc Forecasting planning. 
Commission Co. 

2184 8924 KY Airco carbide Louisville Gas Rewnue requiremenls, 
& Eledric Co. cost-of-selvice, forecasting, 

weather normalzation. 

3184 84-038-U AA Mansas Electric Arkansas Power Excess capacity, cost-of-
Ene!gy Consumers & Light Co. sefvice, rate design. 

5184 830470-EI FL Flol1da lndusbial Florida Power Allocation cl fixed costs, 
Power Users' Group Corp. load and capacity balance, and 

reserve margin. Dillersilicalion 
of utility. 

• 
10J84 84-199-U AA ·Arkansas Eleclric Arl<ansasPower Cost alocation and rate design. 

Enetgy Consumers and Light Co. 

11/84 R-842651 PA LehlghVaf'e/ Pennsylvania Interruptible rates, excess 

Power Committee Power&� · capacity, and phase-ln. 
Co. 

1185 85-65 ME Airco Industrial Central Maile Interruptible rate design. 
Gases Power Co. 

2185 1-840381 PA Philadelphia Area Phi�ia Load and energy forecast 
lndus1rial Energy Eleclric Co. 
Users' Group 

3185 9243 KY Alcan Aluminum LoulsvDie Gas Economics of axnpleling fossil 
Corp., et al. & Elecbic Co. gen�unil 

3185 3498-U GA Attorney General Georgia Power Load and energy forecasting, 
Co. generation planning economics. 

3185 R-842632 PA West PeM Power West Penn Power Generation planning economics, 
Industrial Co. prudence cl a pumped storage 
lntervenonl hydro unit. 

5185 84-249 AA Arkansas Elecbi: Arkansas Power & Cost-of-service, rate design 
Energy Consumi!IS Light Co. return multipliers. 

5185 City of Chambercl Santa Clara Cost-of-service, rate design. 

• J. KENNEDY AND ASSOCIATES, INC. 
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• 
Expert Testimony Appearances 

of 
Stephen J. Baron 
As of June 2013 

Date case Jurlsdlct. Party Utility Subject 
Santa Commerce Municipal 
Clara 

6185 84-768- wv West Virginia Monongahela Generation planning economics, 
E-42T Industrial Power Co. pruderal a a pumped storage 

Intervenors hydro unit. 

6185 E-7 NC Carolina Duka Power Co. Cost-of-service, rate design, 
Sub391 Industrials interruptible rate design. 

(CIGFURIII) 

7185 29046 NY Industrial Orange and Cost-of..seNice, rate design. 
Enetgy Users Rockland 
Association Utilities 

10185 85-00.U. M ArkalsasGas Arkla, Inc. Regulakxy polcy, gas cost-of-
Consumers service, rate d�n. 

10185 85-63 ME Alrt:o Industrial Central Maine Feasitility of Interruptible 
Gases Power Co. rates, avoided cost 

2185 ER- NJ /JJr Products and Jersey Central Rate design. 

• 
8507698 Chemicals Power & Light Co. 

3185 R.a50220 PA West Penn Power West Penn Power Co. Optimal reserve, prudence, 
Industrial off-system sales guarantee plan. 
Intervenors 

2186 R.a50220 PA West Penn Power West Penn Power Co. Optimal reserve margins, 
Industrial prudence, off-system sales 
Intervenors guarantee plan. 

3186 85-299U AR Arkansas Electric Arkalsas Power Cost-of-service, rate design, 
Energy Consumers & Light Co. revenue distrbution. 

3186 85-726- OH Industrial Electric Ohio Power Co. Cost-of-service, rate design, 
EL-AIR Consumers Group interruptible rates. 

5186 �1- wv West Vuginla Monongahela Power Generation planning economics, 
E-GI Energy Users Co. prudence of a pumped storage 

Group hydro unit. 

8186 E-7 NC Caror11a Industrial Duke Power Co. Cost.of.seNice, rate design, 
Sub408 Energy Consumers interrupb'ble rates. 

10186 U-17378 LA Louisiana Pubi'IC Gulf States Excess capacity, economic 
Service Commission Utilities analysis of pii'Chased power. 
Staff 

12186 38063 IN Industrial Energy ll'ldiala & Michigan Interruptible rates. 

• J. KENNEDY AND ASSOCIATES, INC. 
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• 

Date Case 

3187 EL-8&-
53.001 
EL-8&-
57.001 

4187 U-17282 

5187 87�23-
E.C 

5187 87�72-
E-G1 

5187 86-524-
E-SC 

5187 9781 

6187 3673-U 

6187 U-17282 

7187 85-10-22 

8187 3673-U 

9187 R-850220 

10/87 R-871))51 

Jurlsdlct. 

Federal 
Energy 
Regulatory 
Commission 
(FERC) 

LA 

wv 

wv 

wv 

KY 

GA 

LA 

CT 

GA 

PA 

PA 

Expert Testimony Appearances 
of 

Stephen J. Baron 
As of June 2013 

Party Utility 
Consumers Power Co. 

Louisiana Public Gulf States 
Service Commission Uti6ties, 
Staff Southern Co. 

Louisiana Public Gulf States 
Service Commission Utilities 
Staff 

Airco Industrial Monongahela 
Gases Power Co. 

West Virginia Mo�ahela 
Energy Use11' Power Co. 
Group 

West Virginia Mono�ahela 
Energy Users' Group Power Co. 

Kentucky Industrial Louisville Gas 
Energy Consumers & Electric Co. 

Georgia PubUc Georgia Power Co. 
Service Commission 

Louisiana Public Gulf States 
Service Canmission Utilities 
Staff 

Connecticut Connecticut 
Industrial Light & Power Co. 
Energy Consume11 

Georgia Public Georgia Power Co. 
Service Commission 

West Penn Power West Penn Power Co. 
Industrial 
lnterveno11 

Duquesne Duquesne Light Co. 
lnduslrlal 
lnterveno11 

Subject 

Docket No. 130040-EI 
Baron Testimony Appearances 

Exhibit SJB-1, Page 3 of 21 

Cost/benefit analysis of unK 
rxmer sales contract. 

L.O!II forecasti� and imprudence 
damages, River Bend Nuclear unit. 

Interruptible rates. 

klayz.e Mon Powers fuel filing 
and examine the reasonableness 
of MPs claims. 

Economic dlspKhing of 
pumped storage hydro unit 

Analysis ofimpadof 1986 Tax 
RefonnAct. 

Economic prudence, evaluation 
of Vogtle nuclear unit -load 
forecasting, planning. 

Phasein plan for River Bend 
Nuclearunl 

Methodology for refunding 
rate moderation fund. 

Test year sales and revenue 
forecast 

Excess capacity, reliabiUty 
of generating system. 

interruptible rate, cost-oJ. 
service, revenue allocation, 
rate design . 

J. KENNEDY AND ASSOCIATES, INC. 
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• 
Expert Testimony Appearances 

of 
Stephen J. Baron 
As of June 2013 

Date Case Jurlsdict. Party Utility Subject 
1Mfl 1-860025 PA Pennsylvania Proposed rules for cogeneration, 

Industrial avoided cost, rate recovery. 
Intervenors 

10187 E-0151 MN Taconite Minnesola Power Excess capacity, power and 
GR-87-223 Intervenors &Light Co. cost-of.service, rate design. 

10187 8702-EI FL Occidenlal Chemical Florida Power Corp. Rewnue forecasting, wealher 
Corp. normalization. 

12/87 87-07.01 CT Connecticut Industrial Connecticut Light Excess capacity, nuclear plant 
Energy Consumers Power Co. phase-in. 

3188 10064 KY Kentucky Industrial Louisville Gas & Revenue brecast, weather 
Eragy Cons1111ers Electric Co. normalization rate treatment 

of cn:elled plant 

3188 87·183-TF AR Arkansas Electric Arkansas Power & Sl!rldby.tackup eleclric rates. 
Consumers Light Co. 

• 
5188 870171C001 PA GPU lndllltrlal Melropolitan Cogeneration deferral 

Intervenors Edison Co. mechanism, modifiC8tion c:l enetgy 
cost recovery (ECR). 

6188 870172C005 PA GPU Industrial Pennsylvania Cogeneration defenal 
lnlarvenors BectrlcCo. mechanism, modification of energy 

cost recovery (ECR). 

7/88 88-171- OH Industrial Energy CIENeland EleclrirJ Financial anai)Sis/need for 
EL-AIR ConsumeiS Toledo Ed"ISon interin rate relief. 
88-170-
EL-AIR 
Interim Rate Case 

7/88 Appeal 19111 Louisiana Public GulfSialas l.cllll forecasting, imprudence 
ofPSC Judicial SeJVice Commission U!Hilles damages. 

Docket Cin:uit 
U-17282 Court of Louisiana 

11/88 R-880089 PA United Stales CamegiaGas Gas cost-of.service, rate 
Steel design. 

11/88 88-171- OH Industrial Energy Cleveland Electric/ Weather normalization of 
EL-AIR Consumers Toledo Edison. peak loads, excess capacity, 
88-170- General Rate Case. regulatory polcy. 
EL-AIR 

3189 870216/283 PA Armco Advanced West Penn Power Co. Calrulated awlded capacity, 
2841286 Materials Corp., recovery of capa:ily payments. 

• J. KENNEDY AND ASSOCIATES, INC. 
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• 

• 

Date Case 

8189 8555 

8189 3840-U 

9189 2087 

10/89 2262 

11/89 38728 

1190 U-17282 

5190 890366 

6190 R-901609 

9190 8278 

12/90 U-9346 
Rebuttal 

12/90 U-17282 
Phase IV 

12190 90-205 

Jurlsdlct. 

TX 

GA 

NM 

NM 

IN 

LA 

PA 

PA 

MD 

Ml 

LA 

ME 

Expert Testimony Appearances 
of 

Party 
Allegheny Ludlum 
Corp. 

Occidental Chemical 

Corp. 

Geolgia Public 
Service Commission 

Attorney General 
of New Mexico 

Stephen J. Baron 
As of June 2013 

Utility 

Houston Lighting 
&Power Co. 

Geolgia Power Co. 

Public Service Co. 
of New Mexico 

New Mexico Industrial Public Service Co. 
Ene�gy Consumers of New Mexico 

Industrial Consumers lnd"11111a Michigan 
br Fair Utility Rates Pat�erCo. 

Louisiana Public GuHStates 
Service Commission Utilities 
Stall 

GPU Industrial Metropolitan 
Intervenors Edison Co. 

Armco Advanced West Penn Power Co. 
Materials Corp., 
ADegheny Ludlum 

Corp. 

Maryland lndusbial Baltimore Gas & 
Group Elecb1cCo. 

Association of Consumers Power 
Businesses Advocating Co. 
Tariff Equity 

Louislala Pubic Gulf States 
Service Commission UIBIIles 
Stall 

Airco Industrial Central Maile Power 
Gases Co. 

Subject 
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Cost-of-wrvlce, rate design. 

Revenue folecasting, wealher 
normalzation. 

Prudence- Pakl Verde Nuclear 
Unbs 1, 2 and 3, load fore-

casti1g. 
Fuel adjustment clause, off-
system saes, cost-of-service, 
rate design, margilal oost · 

Excess capacity, capacity 
equalization, jurisdictional 
cost allocation, rate design, 
interruptible rales. 

Jurisdictional cost allocation, 
O&M expense analysis. 

Non-iJiillty generator cost 
recovery. 

Allocation of QF demand chS�geS 
in 1he fuel cos� cost-of-
servk:e, rate design. 

Cos� rate design, 
nsvenue allocaliln. 

Demand-side management, 
environmental exanardies. 

Rewnue nsquiemenfs, 
jurisdictional alocallon. 

Investigation into 
interruptible service and rales. 

J. KENNEDY AND ASSOCIATES, INC. 
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• 
Expert Testimony Appearances 

of 

Stephen J. Baron 
As of June 2013 

Date Case Jurlsdlct. Party utility Subject 

1/91 90-12.00 CT Conneclk:ut Industrial Connecliart l..iJht lnlerin rate relief, financial 
Interim Energy ConSllllers &Power Co. analysis, class revenue allocation. 

5191 90-1 2.00 CT Connecticut lndusbial Connecliart Light Revenue requirements, cost-of-
PhaSe II Energy Consumers &Power Co. service, rate design, demand-side 

management 

8191 E-7,SUB NC North Carolna Duke Power Co. Revenue requirements, cost 
SUB487 Industrial aUocatiln, rate design, demand-

Energy Consumers sk!e rmmgement. 

8191 8341 MD Westvaco Corp. Potomac Edison Co. Cost allocation, rate desigl\ 
Phase I 1990 Clecrl /IJr Ad Amendments. 

8191 91-3n OH Armco Steel Co., LP. Cincinnati Gas & Economic analysis of 

EL-UNC EleclriC Co. cogeneration, &Wid cost rate. 

• 9/91 P-91 0511 PA Allegheny Ludlum Corp., West Penn PowerCo. Economic analysis of proposed 
P-910512 Annco Advlrlced CWIP Rider for 1 990 Clean Air 

Materials Co., Act Amendments expenditures. 
The West Penn Power 
lndusbial Users' Group 

9 /91 91-231 'IN West Virginia Energy Monongahela Power Economic analysis of proposed 
-E-NC Users' Group Co. CWIP Rider for 1990 Clean PJr 

Act Amendmenls expenditures. 

10/91 8341- MD Westvaco Corp. Potomac Edison Co. Economic analysis of proposed 
Phase II CWIP Rider for 1990 Clean Air 

Act Amendments expenditures. 

10191 U-17282 LA Louisiana Public Gulf Stales Resulls of comprehensive 
Service Commission Utilities man8J8ITIE!Ill audit 
Staff 

Nole: No testimony 
was prefiled on lhis. 

11191 U-17949 LA Louisiana Pub6c Soulh Central Analysis of South Central 
Subdockei A Service Commission Bell Telephone Co. Belrs restrucluring and 

S1aff and proposed merger wilh 
Southern Bell Telephone Co. 

12191 91-410- OH Armco Steel Co., Cincilnati Gas Rate design, interruptible 
EL-AIR · Air Producls & &BecbicCo. rates. 

Chemicals, Inc • 

• J. KENNEDY AND ASSOCIATES, INC. 
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• 
Expert Testimony Appearances 

of 
Stephen J. Baron 
As of June 2013 

Date Case Jurlsdlct. Party Utility Subject 

12191 P.a80286 PA Annco Advalced West Penn Power Co. Evaluation of appropriale 
Materials Corp., aYOided capa:ity costs -
Allegheny Ludlum Corp. QF projecls. 

1192 C-913424 PA Duquesne lnlerruptible Duquesne l..iJht Co. lndusbial interruptible rate. 
Complainants 

6192 92-02-19 CT Connecticut Industrial Yankee Gas Co. Rate design. 
Ene!gy Cons1111ers 

6192 2437 NM New Mexico Public Service Co. Cosl-d�. 
Industrial Intervenors of New Mexico 

6192 R-00922314 PA GPU Industrial Melropolilan Edison Cosklf-service, rate 
lnlervenors Co. design, 811e1QY cost rate. 

9192 39314 ID lndustial ConsumeiS Indiana Michigan CosHlf-5eNice, rate design, 
klr Fair Utility Rates Power Co. energy cost rate, rate treatment 

• 
10192 M-00920312 PA The GPU Industrial Pennsytvania Cost-of-service, rate design, 

C-007 Intervenors Eleclr1c Co. energy cost rate, rate treatment 

12192 U-17949 LA Louisiana Public South Central BeD Management audit 
Service Commission Co. 

Staff 
12192 R-00922378 PA Armco Advanced West Penn Power Co. Cost-d-eervice, rate design, 

Materials Co. energy cost rate, SO:z alla.Nance 
The WPP Industrial rate treatment. 
lnle!Venors 

1193 8487 MD The Mayland Baltimore Gas & Eledric cost-of-eeNice and 
Industrial Group Electric Co. rate design, gas rate design 

(flexible rates). 

2193 E002/GR- MN North Sla" Steel Co. Nor1hem States lntenuplible rates. 
92-1185 Praxal", Inc. Power Co. 

4193 EC92 Federal Louisiana Public Gu lf Slates Merger of GSU into Entergy 
21000 Energy Service Cornmissixl Utilities/Enlergy System; impact on system 
ER92-806- Regulatory Staff agreement. 
000 Commission 
(RebutlaO 

7193 93-0114- WI/ AircoGases M�ahela Power lnlerruplible rates. 
E-C Co . 

• J. KENNEDY AND ASSOCIATES, INC. 
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Date case Jurlsdlct. 

8193 930759-EG FL 

9193 M-009 PA 
30406 

11/93 346 KY 

12193 U-17735 LA 

4/94 E.0151 MN 
GR-94-001 

5194 U-20178 LA 

• 
7/94 R-00942986 PA 

7194 94-003&- wv 
E42T 

8194 EC94 Federal 
13-000 Energy 

Regulatory 
Commission 

9194 R.Q0943 PA 
081 

R.Q0943 
081C0001 

9194 U-1m5 LA 

9194 U-19904 LA 

10194 5258-U GA 

• 

Expert Testimony Appearances 
of 

Stephen J. Baron 
As of June 2013 

Party Utility 
Florida Industrial Generic - Electric 
Power Users' Group Utlities 

Lehigh Valley Pennsyl'llllia Power 
Power Committee &U;jhtCo. 

Kentucky lndusbial Generic - Gas 
Utility Customers UtUities 

Loulsi!lla Public cajun Elecb1c 
Servk:e Comrrission Power Cooperative 
Slafl 

Large Power Interveners Minnesota Power 
Co. 

Louisln� Louisiana Power & 
Service Commission U;JhiCo. 

Armco, Inc.; West Penn Power Co. 
West Penn Power 
Industrial Intervenors 

West Virginia Monong ahela Power 
Energy Users Group Co. 

Louisiana Public GuffSiates 
Service Commission UtiitiesiEntergy 

Lehigh Valey Pennsylvania Public 
Power Committee UUIIly Commission 

Louisiana Public Cajun Elecbic 
Servk:e Commission Power Cooperative 

Louisiana Public Gulf States 
Service Commission Ublilies 

Georgia Public Southern Bell 
SeNice Commission Telephone& 

Telegraph Co . 

Subject 
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Cost recoveiY and allocation 
of DSM costs. 

Ratemaklng treatment of 
off-system sales revenues. 

Allocation of gas pipeline 
llansition costs - FERC Order 636. 

Nuclear plant prudena!, 
forecasting, excess capacity. 

Cost alocati:fl, rate design, 
rate phase-in plan. 

Analysis of least cost 
integrated resource plan and 
demand-51de management program. 

Cost-of-5eNice, allocation of 
rate increase, rate design, 
emission allowance sales, and 
operations and maintenance expense. 

Cost-of-5ervice, allocation of 
rate increase, and rate design. 

Analysis of extended I9SI!rve 
shutdown units and violation of 
system agreement by Entergy. 

Analysis of interruptible rale 
tenns IIlii conditions, availabBily. 

Evaluation of appropriate avoided 
cost rate. 

Revenue requirements. 

Proposals to address competition 
in telecommunicalkln markets. 

J. KENNEDY AND ASSOCIATES, INC. 
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• 
Expert Testimony Appearances 

of 
Stephen J. Baron 
As of June 2013 

Date Case Jurlsdlct. Party Utility Subject 

11194 EC94-7 ..()()() FERC Louisiana Public EIPasoEiecbic Melger economics, bansmission 
� Service Commission an:! Cenlral and equalization hold harmless 

Southwest proposals. 

2195 941-430EG co CF&I Steel, LP. Public Service Interruptible rates, 
Company of cost-of-service. 
Colorado 

4.435 R-00943271 PA PP&I.Industrial PennsytJania Power Cost-of-service, allocation of 
Customer Amance & l.JJhtCo. rate inaease, rate des'Jn, 

intenuplible rates. 

6195 C-00913424 PA Duquesne Interruptible Duquesne l.JJht Co. Interruptible rates. 

C-00946104 Complainants 

6195 ER95-112 FERC Louisiana Public Entergy Servk:es, Open Access T 1"111Smlsslon 
..()()() Service Commission Inc • Tariffs • Wholesale. 

10195 U-21485 LA Louisiana Public Gulf Stales Nucear decommissioning, 
Service Commission Utirrties Company rewnue requirements, 

• 
capital structure • 

10195 ER95-1042 FERC Louisiana Public System Energy Nuclear decommissioning, 
..()()() Service Commission Resources, Inc. IM!"Iue requirements. 

10195 U-21485 LA Louisiana Public Gulf Stales Nuclear decommissiorlng and 
Service Commission Utilities Co. cost of debt capi1al, capital 

structure. 

11195 1-940032 PA Industrial Ene19y State-wide • Retail competition issues. 
Consumers of all utilities 

Pennsylvania 

7196 U-21496 LA Louisiana Public Central Louisiana Revenue requirement 
Service Commission Electric Co. analysis. 

7196 8725 MD Mcryiand Industrial Baltimore Gas & Ralemaking issues 
Group EJec. Co., Poloolac associated with a Merger. 

Elec. Power Co., 
Constellation Energy 
Co. 

8196 u-1ms LA Louisiana Public Cajun Elecbk: Revenue requirements. 
Service Commission Power Coopetative 

9196 U-22092 LA Louisiana Public Entergy Gulf Decommissioning, weather 
Service Commission States, Inc. normalization, capital 

structure • 

• J. KENNEDY AND ASSOCIATES, INC. 
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Date 

2197 

6197 

6197 

6197 

7197 

10/97 

10/97 

10197 

11197 

11197 

12/97 

12197 

3198 

Case Jurisdict 
R-9738n PA 

Civil US Bank-
Action ruptcy 
No. Court 
94-11474 Midde Oislrict 

of Louisiana 

R-973953 PA 

8738 MD 

R-973954 PA 

97-204 KY 

R-974008 PA 

R-974009 PA 

U-22491 LA 

P-971265 PA 

R-973981 PA 

R-974104 PA 

U-22092 LA 
(Allocated Stranded 
Cost Issues) 

Expert Testimony Appearances 
of 

Par!y 
Philadelphia Area 
lndustril!l Energy 
Users Group 

Louisiana Public 
Service Commission 

Philadelphia Area 
Industrial Energy 
Users Group 

Maryland Industrial 
Group 

PP&L Industrial 
Customer AUiance 

Ak:a1 Alumilum Corp. 
Sou1hwil8 Co. 

Metropoltan Edison 
Industrial Use!S 

Pennsylvania Electric 
Industrial C ust>mer 

Louisiana Public 
Service Commissbn 

Philadelphia Area 
Industrial Energy 
Users Group 

West Penn Power 
Industrial Intervenors 

Duquesne Industrial 
Intervenors 

Louisiana Public 
Service Conunission 

Stephen J. Baron 
As of June 2013 

Utility 
PECO Energy Co. 

Cajun Electric 
Power CoopelatNe 

PECO Energy Co. 

Generic 

Pennsylvania Power 
& Light Co. 

Big River 
Elecbic Corp. 

Metropolitan Edison 
Co. 

Pennsylvania 
Electric Co. 

EntergyGulf 
StaleS, Inc. 

Enron Energy 
SeMces Pa.ver, Inc./ 
PECO Energy 

West Penn 
Pt:MerCo. 

Duquesne 
Light Co. 

Gulf Slates 
Utilities Co. 

Subject 
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Competitive restrucb.lring 
paicy issues, stranded cart, 
transition chages. 

Confirmation of reorganization 
plan; analysis cl rate paths 
produced by competing �ans. 

Retail competitkln issues, rate 
unbundfing, stranded cost 
analysis. 

Relall competltbn issues 

Relail competition issues, rate 
unbundlng, stranded cost analysis • 

Analysis of cost of senrice issues 
-Big Rivers Res1rulilrilg Plan 

Retail competition issues, ra1e 
unbundfing, stranded cost analysis. 

Relail competition issues, rate 
unbundling, stranded cost analysis. 

Decommissioning, wea1her 
namalzation, capilal 
structure. 

Analysis of Relail 
Reslrucluring Proposal. 

Retail compellllon issues, rate 
unbundling, stranded cost 
analysis. 
Relall compelillon issues, rate 
unbundling, stranded cost 
analysis. 

Relail competition, slnrlded 
cost quanlificalion. 

J. KENNEDY AND ASSOCIATES, INC. 
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• 
Expert Testimony Appearances 

of 
Stephen J. Baron 
As of June 2013 

Date Case Jurlsdlct. Party Utility Subject 

3198 U-22092 Louisiana Public Gulf States Stranded cost quantification,· 
SeNice Commission Utirllies, Inc. restructuring issues. 

9198 U-17735 Louisiana Public cajun Electric Revenue requirements analysis, 
Service Commission PoWer Cooperative, weather normalization. 

Inc. 

12198 8794 MD Maryland Industrial Baltimore Gas ElectJic uliHiy restructuring, 
Group and and Electric Co .  stranded cost recrmry, rate 
Millennium Inorganic unbundling. 
Chemi;als Inc. 

12198 U-23358 LA Louisiana Public EntergyGulf Nudear decommissioning, wealher 
SeM:e Commission States, Inc. nonnalization, Entergy System 

�reemenl 

5/99 EC-98- FERC Louisiana Public American Electric Merger issues related to 
(Cross- 40-000 SeNice Commission Power Co. & Central market powe r mitigation proposals. 
Answering Testimony) South West Corp. 

• 
5/99 98..tl26 KY Kenlucky Industrial Louisville Gas Performance based regulation, 

(Response UtiUty Cusbners, Inc. & Eledric Co. settle ment proposal Issues, 
Testimony) croswubsidies between elecbic. 

gas services. 

1!199 98�52 VN West Virginia Energy Appalachicn Po.ver, Electric utility restrucluring, 
Users Group Monongahela Power, s1randed cost recovery, rate 

& Potomac Ed'ISOil unbundling. 
Companies 

7/99 99-03-35 CT Connecticut Industrial United iDuminaling Electric utility restructuring, 
\Energy Consume!S � s1randed cost recovery, rate 

unbundOng. 

7/99 Molersaly u.s. Louisiana Public Cajun Electric Motion to dissolve 
Proceeding Bankruptcy SeMce Commission Power Cooperative prelminary injunction •. 

No. 98-1065 Court 

7/99 � CT Connecticut Industrial Connecticut Light Electric utlity restructuring, 
Energy Consumers &Power Co. stranded cost recovery, rate 

unbundHng. 

10199 U-24182 LA Louisiana Public EnlergyGulf Nuclear decommissioning, weather 
SeNice Commlssiln Stales, Inc. normalzation, Enlergy System 

�reement 

12/99 u-m35 LA Loulsicna Public cajun Electric Ananlysi of Proposed 
Service Commission Power Cooperative, Contract Rates, Markat Rates. 

Inc . 
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Date Case Jurlsdlct Party Utility SubJect 

03/00 u-1m5 LA Louisiana Public cajun Electric Evaluation of Cooperative 
Service Commission POwer CoopeJatiYe, Power Contract Electlons 

Inc. 

03100 99-1658- OH AK Steel Corporation Cincinnati Gas & Elecbic utility restructuring, 
El-ETP Electric Co. stranded cost ret;OVerf, rate 

Unbunding. 

08100 98-002 WVA West Virginia Appalachian Pa.ver Co. Electric utility restructuring 
E-GI Energy Users Group American Elecbtc Co. rate lllbundling. 

08100 00-1050 WVA West Virginia MonPCMerCo. Electric utility restrucluring 
E-T Energy Users Group Potomac Edison Co. rate unbundrmg. 
00-1051-E-T 

10/00 SOAH473- TX The Dallas-Fort Worth TXU,Inc. Eleclric ublity restrucluring 
00-1020 Hospital Council and rate unbund&ng. 
PUC2234 The Coalition ct 

lndependert Colleges 

• 
And Universities 

12/00 U-24993 LA Louisiana Public Entergy Gulf Nuclear decommlsskming, 
Service Commission Stales, Inc. revenue requirements. 

12.00 El0().66.. LA Louisiana Public Entergy Se!vices Inc. Inter-Company System 
000 & ER00-2854 Service C(JIImission Agreement: Modifications for 
E�02 retail competition, intenuptible load. 

04�1 U-21453, LA Louisiana Public Entergy Gulf Jurisdictional Business Separation -
U-20925, Servk:e Commission States, Inc. Texas Restructuring Plan 
U-22092 
(Subdocket B) 
Addressing Contested Issues 

10Jil1 1400Q.U GA Georgia Public Georgia Power Co. Test yea rewnue forecast 
Service Commission 
Adversely Staff 

11�1 U-25687 LA Louisiana Public EntergyGulf Nuclear decommissioning requirarnenlll 
Service Commission States, Inc. transmission revenues. 

11�1 U-25!K'i5 LA Louisiana Public Generic Independent Transmission Company 
Service Commission ("Transco1. RTO rate design. 

03/02 001148-EI FL South Florida Hospital Florida Power & Re1ail cost of service, rate 
and Heathcare Assoc. light Company design, resource planning and 

demand side management 
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As of June 2013 

Date Case Jurlsdlct. Party Utility Subject 
06102 U-25965 LA Louisiana Publi: Entagy Gulf States RTOissues 

Service Commission Enlelgy Louisiana 

07102 U-21453 LA Louisiana Publi: SWEPCO,AEP Jurisdictional Business Sep. -
Service Commission Texas Reslructuring Plan. 

08102 U-25888 LA Louisiana Public Entagy Louisiala, Inc. Modif1C811ons 1D lhe Inter-
Service Commission Entergy Gulf stras, Inc. ComJBIY System Agreement, 

Production Cost Equalization. 

08102 EL.01- FERC Louisiana Public Entergy Services Inc. Modificalions 1D lhe Inter-
88-000 Service Commission and the Entergy ComJBIY System Agreement 

Operating Companies ProdliCOOn Cost Equalizaliln. 

11/0 2  025-315EG co CF&I Steel & CUmax Public Service Co. of Fuel Adjuslment Clause 
Molybdenum Co. Colorado 

01/03 U-17735 LA Louisiana Publi: Louisiana Coops Contracllssues 
Service Commission 

021U3 02s-594E co Cripple Creek and Aquila, Inc. Revenue requirements, 

• 
Victor Gold Mining Co. purchased power. 

04103 U-26527 LA Louisiana Public Enlergy Gulf States, Inc. Wealher normalization, power 
Service Commission purchase expenses, System 

�reement expenses. 

1Ml3 EROJ-753.000 FERC Louisiana Public Entergy Savices, Inc. Proposed modifications to 
Service Commission and lhe Enagy Operating System �reernent Tariff Mss-4. 
Staff Companies 

11/03 EROJ-583.000 FERC Louisiana Public Enlergy Services, Inc., Evauation of Wholesale Purchased 
ERDJ-583-001 Service Commission lhe Entergy Operating PO'tfllel' Contracls. 
E�2 Companies, EWO Milke!· 

lng, LP I and Entergy 
EROJ.681.000, Power, Inc. 
EROJ.681.()()1 

EROJ.682.000, 
EROJ.682-001 
EROJ.682-002 

12103 U-27136 LA Louisi1:11a Public Entergy Louisiana, Inc. Evaluation of Wholesae Purchased 
SeM:e Commission Power Contracts. 

01/04 E�1345- AZ. Kroger Company Arizona Public Service Co. Revenue alb:alion rate design. 
�437 

02104 00032071 PA Duquesne Industrial Duquesne Light Company Provider of last resort Issues. 
Intervenors 

• J. KENNEDY AND ASSOCIATES, INC. 
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Date Case Jurlsdict. Party Utility Subject 

03104 03A-436E co CF&I Steel, lP and PubfJC Setvice Company Purchased Power Adjustment Clause. 
Clmax Molybedenum of Colorado 

04104 2003-00433 KY Kentucky lndusbial Utility Louisville Gas & Electric Co. Cost of Service Rate Design 
2003-00434 Customers, Inc. Kentucky Utirlties eo. 

0-004 03S-539E co Cripple Creek, VICtor Gold Aquila, Inc. Cost of Service, Rate Design 
Min� Co., Goodrich Corp., Interruptible Rates 
Holcim (U.S.,), Inc., and 
The Trane Co. 

06104 R-00049255 PA PP&L Industrial CustDmer PPL Eleclric Utilities Corp. Cost of sell/Ice, rate design, 
Aliance PPLICA tariff issues and transmission 

selllice charge. 

10104 04S-164E co CF&l Steel Company, Climax Public Service Company Cost of service, rate design, 
Mines of Colorado lntenuptible Rales. 

03105 Case No. KY Kentucky lndus1rial Kentucky Utilities Environmental cost recovery. 

• 
20()4.{)0426 Utility Cusbners, Inc. Louisville Gas & Electric Co. 
Case No. 
2004-00421 

06/05 050045-EI FL South Florida Hospital Florida Power & Rellil cost of service, rate 
and Healthcare J!.ssoc. Light Company design 

07/05 U-26155 LA Louisiala Public Entergy Loulsilrla, Inc. Independent Coordinator of 
Servica Convnission Staff Entergy Gulf States, Inc. Transmission- Cost/Benefit 

09/05 Case Nos. WI/A West Virginia Energy Mon Power Co. Environmental cost recovery, 
05.()4()2-C-CN Users Group Potomac Edison Co. Securitization, Anancing Order 
05.()750-C-PC 

01Kl6 2005-00341 KY Kentucky Industrial Kentucky Pat�E�r Company Cost of selllice, rate design, 
Utility Customers, Inc. transmission expenses. Congestion 

Cost Recovery Mechanism 
03106 U-22092 LA Louisiana Public Service Entergy Gulf States, Inc. Separation r:J EGSI into Texas and 

Commission Staff Louisiana Companies. 

04Kl6 U-25116 LA Louisiana Public Sell/Ice Entergy Louisiana, Inc. Transmission Prudence Investigation 
Commission Staff 

06106 R-00061346 PA Duquesne Industrial Duquesne Light Co. Cost r:J Service, Rale Design, Transmlssloo 
C0001-0005 Intervenors & IECPA Service Chage, Tariff Issues 

06Kl6 R-00061366 Met-Ed lndus1rial Energy Metropolitan Edison Co. Generation Rate Cap, T ransmisslon Selllice 
R-00061367 Users Group and Penelec Pennsylvania Electric Co. Charge, Cost of Servioe, Rate Design, Tri 
P-00re2213 Industrial Customer Issues 

• J. KENNEDY AND ASSOCIATES, INC. 



Docket No. 130040-EI 
Baron Testimony Appearances 

Exhibit SJB-1, Page 15 of 21 

• 
Expert Testimony Appearances 

of 
Stephen J. Baron 
As of June 2013 

Date Case Jurlsdlct. Party Utility Subject 
P�0062214 Alliance 

CJT/06 U-22092 LA Louisiana Public SBIVice Entergy Gulf States, Inc. Separation of EGSI into Texas and 
Sui>.J Commission Staff Louisiana Companies. 

07106 CsseNo. KY Kentucky lndus1rial Kentucky Utiltles Environmental aJSt recovery. 
20()6.00130 Utility Customers, Inc. Louisvlle Gas & Elecbic Co. 
CsseNo. 
20()6.00129 

08/06 CsseNo. VA Old Dominion Committee Appalachian Power Co. Cost AUocation, Allocation of Rev I ncr, 

PUE-20()6..()()065 For Fair Utirrty Rates Olf-Syslem Sales margin rate lreatment 

09106 E�1345A- /JZ. Kroger Company Arizona Public Service Co. Revenue alllocalion, cost r:J service, 
05-0816 rate design. 

11/06 Doc. No. CT Comecliart Industrial Connecticut Light & Power Rate unbundling Issues. 
97�1-15RE02 Energy Consurne!S Uniled !Ruminating 

01/07 Case No. wv West VIrginia Energy Mon Power Co. Retail Cost of Service 
�Q.E-42T Use!S Group Potomac Edison Co. Revenue apportionment 

• 03107 U-29764 LA Louisiana Public Service Entergy Gulf States, Inc. Implementation of FERC Decision 
Commission Staff Entergy Louisiana, LLC Jurisdictional & Rate Class Allocation 

05107 Case No. OH Ohio Energy Group Ohio Power, Columbus Environmental Surcharge Rate Design 
CJT-63-EL·UNC Southern Power 

05IC1T R-00049255 PA PP&L Industrial Customer PPL Elecbic Utilities Corp. Cost of service, rate design, 
Remand Alliance PPUCA tariff issues and bansmission 

service charge. 

00107 R.Q0072155 PA PP&L Industrial Customer PPL Electric Utlities Corp. Cost of service, rate design, 
Alliance PPUCA tariff issues. 

07/C1T Doc. No. co Gateway Canyons L LC Grand Valley Power Coop. Distribution Line Cost A llocation 
07F�37E 

�107 Doc. No. WI WISconsin Industrial Wisconsin Electric Power Co. Cost of Service, rate design, tariff 
05-UR-103 Energy Group, Inc .. Issues, Interruptible rates. 

11/C1T ER07 -682-000 FERC Louisiana Pubrrc Entergy Services, Inc. Proposed modifications to 
SSIVice Commission 111d the Entergy Operating System �reement Schedule MSS..J. 
Staff Companies Cost functionalizalion issues. 

1108 Doc. No. WY Cimarex Energy Company Rocky Mountain Power VIntage Pricing, Maglnal Cost Pricing 
20000-2n-ER�7 (PaciliCorp) Projected Test Year 

1108 Case No. OH Ohio Energy Group Ohio Edison, T aledo Edison Class Cost of Service, Rate Restructuring, 
07-551 Cleveland Electric Illuminating Apportionment r:J Revenue Increase to 

• J. KENNEDY AND ASSOCIATES, INC. 
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Date 

�8 

3108 

os.ua 

eros 

7108 

• 
08/08 

09/08 

09/08 

09108 

� 

10108 

11108 

11108 

01/09 

• 

case Jurlsdlct. 

ER07-956 FERC 

Doc No. PA 
P�72342 

Doc No. AZ. 
E.()1933A.()5-{)650 

()8..()278 wv 
E-GI 

Case No. OH 
08-124-a-ATA 

Docket No. UT 
07.()35..93 
Doc. No. WI 
6680-UR-116 

Doc. No. WI 
6690-UR-119 

Case No. OH 
�L-SSO 

Case No. OH 
08-935-EL-SSO 

Case No. OH 
08-917-EL-SSO 
08-918-El-SSO 

2008-00251 KY 
2008-00252 

08-1511 wv 
E-GI 

M-2008- PA 
2036188, M-
2008-2036197 

EROB-1056 FERC 

Expert Testimony Appearances 
of 

Party 

Louisiana Public 
Service Commission 
Staff 

West Penn Power 
Industrial Intervenors 

Kroger Company 

West Virginia 
Energy Users Group 

Ohio Energy Group 

Kroger Company 

Wisconsin Industrial 
Energy Group, Inc. 

Wisconsin Industrial 
Energy Group, Inc. 

Ohio Energy Group 

Ohio Energy Group 

Ohio Energy Group 

Stephen J. Baron 

As of June 2013 

Utility 

Entergy Services, Inc. 
and the Enlergy Operating 
Companies 

West Penn Power Co. 

Tucson Electric Power Co. 

Appalachilll Power Co. 
American Elecbic Pa��er Co. 

Ohio Edison, Toledo Edisal 
Cleveland Electric Illuminating 

Rocky Mountain Pat�er Co. 

Wisconsin Power 
and Light Co. 

Wisconsin Pubrrc 
Service Co. 

Ohio Edison, Toledo Edisa1 
Clevetlnl Eleclric llluminatilg 

Ohio Edisal, Toledo Edison 
Cleveland Elecmc IBuminating 

Ohio Power Company 

Subject 
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Rate Schedules 
Entergy's Compliance Filing 
System �reement Bandwidth 

Cslcufalions. 

Default Servire Plan issues. 

Cost of SerJio:l, Rate Desgn 

Expanded Net Energy Cost "ENEC" 
Analysis. 

Recovery of Deferred Fuel Cost 

Cost of Service, Rate Design 

Cost of Service, rate design, tariff 
Issues, lnlerruplible rates. 

Cost of Service, rate design, tariff 
Issues, Interruptible rates. 

Provider of Last Resort Compatillve 
Soliclation 

Provider of Last Resort Rate 
Plan 

Provider or Last Resort Rate 
Columbus Sou1hem Power Co. Plan 

Kentucky lndusbial Utility LouisviOe Gas & Eleclric Co. Cost of Service, Rate Design 
Customers, Inc. Kentucky Utilities Co. 

West Virginia Mon Power Co. Expanded Net Energy Cost 'ENEC' 
Energy Users Group Potomac Edison Co. Analysis. 

Met-Ed Industrial Energy Metropolitan Edison Co. Transmission Service Charge 
Users Group and Penelec PennsyMr!ia Electric Co. 
Industrial Customer 
AUiance 

Louisiana Public Entergy Services, Inc. Entergy's Compfiance Filing 
Service Commission and the Enlalgy Operating System Agreement Bandwidth 

Companies Calculations • 

J. KENNEDY AND ASSOCIATES, INC. 
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• 

• 

Date Case Jurlsdlct. 

01/09 E-tl1345A· AZ. 
()8..0172 

02109 20Q8.00409 KY 

5109 PU E-2009 VA 
-tl0018 

5109 09-tl177· wv 
E-GI 

!W9 PU E-2009 VA 
-tl00 16 

6109 PUE-2009 VA 
-tl0038 

7/W 080677-EI FL 

PJ09 U-20925 LA 
(RRF2004). 

9109 09AL-299E co 

9109 Doc. No. WI 
05-UR-104 

9/09 Doc. No. WI 
6680-UR-117 

10/09 Docket No. UT 
09-tl35-23 

10100 09AL-299E co 

11/W PUE-2009 VA 
-tl0019 

11/09 09-1485 wv 
E.P 

12109 Case No. OH 
09-006-EL.SSO 

Expert Testimony Appearances 
of 

Stephen J. Baron 
As of June 2013 

Party Utility 

Kroger Company Arizona Public Service Co. 

Kentucky Industrial Utility East Kentucky Power 
Customers, Inc. CooperatiVe, Inc. 

VA Committee For Dominion Virginia 
Far Utility Rates Power Company 

West Virginia Energy Appalachial Power 
Users Group Company 

VA Committee For Dominion Virginia 
Far Utility Rates Power Company 

Old Dominion Committee Appalacllan Power 
For Fair Utility Rates Company 

Soulh Florida Hospital Florida Power & 
and Heallhcare Assoc. Light Company 

Louisiana Public Service Entergy Louisiana 
Commission Staff LLC 

CF&I Steel Company Public Service Company 
Climax MolybciEilum of Colorado 

Wisconsin Industrial WISCOilsin Elecbic Power Co. 
Energy Group, Inc. 

Wisconsin Industrial Wisconsin Power 
Energy Group, Inc. and Light Co. 

Kroger Company Rocky Mountain Power Co. 

CF&I Steel Company Public Service Company 
Climax Molybdenum of Colorado 

VA Committee For Dominion Virginia 
Fair Utility Rates Power Company 

West VIrginia Mon Power Co. 
Energy Users Group Potomac Edison Co. 

Ohio Energy Group Ohio Edison, Toledo Edison 
Cleveland Electric llluminatill! 

Subject 
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Cost of Service, Rate Design 

Cost of Service, Rate Desgn 

Transmission Cost RBCOJe!Y 
Rider 

Expanded Net Energy Cost 
'ENEC' Analysis 

Fuel Cost Recovery 
Rkler 

Fuel Cost Recovery 
Rider 

Retail cost of service, rate 
design 

lnlerruptille Rate Refund 
Settlement 

Energy Cost Rate issues 

Cost of Service, rate dasgn, tariff 
Issues, Interruptible rates. 

Cost of Service, rate design, tariff 
Issues, lntarruptille rates. 

Cost of Service, Allocalion of Rev Increase 

Cost of Service, Rate Design 

Cost ri Service, Rate Design 

�paneled Net Energy Cost 'ENEC' 
Analysis. 

Provider of Last Resort Rate 
Plan 
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Date Case Jurisdict. Party Utility Subject 

12/09 ER09-1224 FERC Louisiana Public Entergy Services, Inc. Enlelgy's Compliance Fifing 
Service Commission and the Entergy Operating System Agreement Bandwidth 

Companies Calculatbns. 

12/09 Case No. VA Old Dominion Committee Appalachian Power Co. Cost Allocation, Allocation of Rev lnaease, 

PUE-2009..00030 For Fair Utility Rates Rate Design 

2/10 Docket No. UT Kroger Company Rocky Mountain Power Co. Rate Design 

09-03�23 

3/10 Case No. wv West VIJginia Energy Mon Power Co. Relail Cost d Service 

09-1352-E-42T Users Group Potomac Edison Co. Revenue apportionment 

3/10 E0151 MN Large Power Intervenors Minnesota Power Co. Cost of Service, rate design 

GR$1151 

4110 ELQ9.01 FERC Louisiana Pubi"IC Service Entergy Services, Inc. System Agreement Issues 
SeNice Commission and the Enlelgy Operating Related to off-5ystem sales 

Companies 

4110 2009-00459 KY Kenlucky Industrial KenluckyPower Company Cost of service, rate design, 

• 
Utility Cusklme!S, Inc. transmission expenses. 

4110 2009-00548 KY Kentucky Industrial Utility L.olisvile Gas & Eleclric Co. Cost of Service, Rate Design 

2009-00549 Customers, Inc. Kentucky Ublties Co. 

7/10 R-2010- PA Phladelphia Area Industrial PECO Energy Canpany Cost of Service, Rate Design 

2161575 Ene!gy Users Group 

09110 2010..00167 KY Kentucky Industrial Utility East Kentucky Power Cost of Service, Rate Design 

Customers, Inc. Cooperative, Inc. 

OQ/10 10M-245E co CF&I Steel Company Public Service Company Economic Impact d Clean A'r Act 
C&max Molybdenum of Colorado 

11/10 10-0699- wv West Virginia Energy Appalachian Power Cost of Service, Rate Design, 

E-42T Users Group Company Tl<llSmlssion Rider 

11/10 Doc. No. WI Wisconsin Industrial Northam States Power Cost of Service, rate design 

4220-UR-116 Energy Group, Inc. Co. Wisconsin 

12/tO 10A-554EG CO CF&I Steel Company Public Service Company Demand Side Management 
Climax Molybdenum Issues 

12110 10-2586-El· OH Ohi> Energy Group Duke Energy Ohio Provider of Last Resort Rate Plan 

sso Electric Security Plan 

3/11 20000-384- WY Wyoming Industrial Energy Rocky Mountain Power Electric Cost of Service, Rewnue 

ER-10 Consumers Wyoming Apportionment Rate Design 
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5111 201 Hl0036 KY Kentucky Industrial Ublity Big Rivers Electric Cost of Service, Rate Design 

Customers, Inc. Corporation 

6/11 Docket No. UT Kroger Company Rocky Mountain PONer Co. Class Cost of Service 
10.035-124 

6/11 PUE-2011 VA VA Committee For Dominion Viginia Fuel Cost Recovery Rider 
-00045 Fair U tility Rates Power Company 

07/11 U-29764 LA Louisi111a Pubic Service Entergy Gulf States, Inc. Enlelgy Syslem Agreement- Successor 
Commission Statf EntergyloU9ana,LLC Agreement, REMsions, RTO Day 2 Market 

ls&ues 

07/11 Case Nos. OH Ohio Energy Group Ohio Power Comp111y ElectJtc Sewity Rate Plan, 
11-346-Cl-SSO Columbus Sou1hem Power Co. Provider of Last Resort Issues 
11-J48.a-SSO 

08/11 PUE-2011- VA Old Dominion Committee Appalachian Power Co. Cost Allocation, Rate Recowry 
00034 For Fair Utility Rates ofRPSCost& 

• 
09/11 2011..()()161 KY Kentucky lndusbial Utilty louisvlle Gas & Electric Co. Environmental Cost RecovEIIY 

2011..()()162 Consumers Kentucky Utilities Company 

09/11 Case Nos. OH Ohio Energy Group Ohio PONer Company Eleclric Security Rate Pian, 
11-346-fl-SSO Columbus Southern Power Co. Stipula6on Support Testimony 
11-348-EL-SSO 

10/11 11-0452 WI/ West Virginia Moo Pa.ver Co. Ellfli!IY Elllclency!Oemand Reduction 
E.P-T Energy Users Group Potomac Edison Co. Cost Recovery 

11 /11 11-1274 WI/ West Virginia Mon Power Co. Expanded Net Energy Cost "ENEC" 
E.P Energy Users G1'014> Potomac Edison Co. Analysis. 

11/11 E�1345A· AZ Kroger Company Arizona Public Service Co. Oecou�ill;l 
11�4 

12/11 E�1345A· AZ Kroger Company Arizona Public Service Co. Cost of Service, Rate Design 
11�224 

3112 Case No. KY Kentucky Industrial Ublily Kentucky PONer Company Environmental Cost Recowry 
2011�1 Consumers 

4112 2011..()0036 KY Kenlud<y Industrial Ulifily Big Rivers Electric Cost of Service, Rate Design 
Rehearing Case Customers, Inc. Corpoicdion 

5112 2011-346 OH Ohio Energy Group Ohio Power Company Electric Security Rate Plan 
2011-348 Interruptible Rate Issues 

6/12 PUE-2012 VA Old Oornnion Commitlee Appalachicrl Power Fuel Cost Recowry 
�0051 For Fair Utility Rates Company Rider 
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6/12 12..()()()12 TN Eastman Chemical Co. Kingsport PCNVer Denatd Response Programs 

12.00026 Air Producls and Chemicals, Inc. Company 

6/12 Docket No. UT Kroger Company Rocky Moun1ain Power Co. Class Cost of Service 
1Hl35-200 

6/12 12.()275- wv West Virginia Energy Appalachian Power Energy Efficiency Rider 
E-GI-tE Users Group Company 

6/12 12.()399- wv West Virginia Energy Appalachian PCNVer Expanded Net Energy Cost ('ENEC1 
E-P Users Group Company 

7/12 120015-EI FL Soulh Fklrida Hospital Florida PCNVer & RelaH cost of service, rate 
and Heallhcare Assoc. Light Company design 

7112 2011-«Di3 KY Kentucky Industrial Utility Big Rlwr& Elec1ric Envionmental Cost Recovery 
Customers, Inc. Corpomtion 

8/12 Case No. KY Kentucky Industrial Utilty Kentucky Power Company Real Time Pricing Tariff 
2012.00226 Consumers 

• 
9112 ER12-1384 FERC Louisiana Pubr�e Service Entergy Services, Inc. Entergy System Agreemen� Cancelled 

Commission Plant Cost Treatment 

9/12 2012-00221 KY Kentucky lndusbial Utility Louisville Gas & Elecbic Co. Cost of Service, Rate Design 
2012-00222 Cuslome!S, Inc. Kentucky Utilities Co. 

11/12 12-1238 wv West Virginia Mon Power Co. Expanded Net Energy Cost 
E-GI Energy Users Group Potomac Edison Co. Recovery Issues 

12112 U-29764 LA Louisiana Public Service Entergy Gulf Slates Purchased Power Contracls 
Commission Staff Louisiana 

12112 EL�1 FERC Louisiana Public Service Entargy Selvices, Inc. System Agreement Issues 
Service Commission and the Entergy Operating Related fD off-system sales 

Companies Damages Phase 

12112 E.()1933A- AZ. Kroger Company Tucson Eleclric Power Co. Decoupling 
12.()291 

1113 12-1188 wv West Virginia Energy Appalachial Power Securitization of ENEC Costs 
E..PC Users Group Company 

4/13 12-1571 wv West Vuginia Man Power Co. Generation Resource Transition 
E..PC Energy Users Group Potomac Edison Co. Plan Issues 

4/13 PUE-2012 VA Old Dominion Committee Appalachian Power Generation Asset Transfer 
.00141 For Fair UtiUty Rates Company Issues 

• J. KENNEDY AND ASSOCIATES, INC. 
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6/13 12-1655 VN 
E-PC 

06/13 U-32675 LA 

• 

• 

Expert Testimony Appearances 
of 

Stephen J. Baron 
As of June 2013 

Party Utility 

West Virginia Energy Appalachian Power 
Users Group Company 

Louisiana Pubic Service Entergy Gulf States, Inc. 
Commission Staff Entergy Louisiana, LLC 

Subject 
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Generation Asset Transfer 
Issues 

MISO Joint lmplamentalion Plan 

Issues 
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Independmt StatiJ·tics & Ana[YJi� 

U.S. Energy Information 
Administration 

.Levelized Cost of ·New Generation Resources 
in the Annual Energy Outlook 2013 
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Exhibit SJB-2, Page 1 of 5 

January 2013 

This paper presents average levelized costs for generating technologies that are brought on line 
in 20181 as represented in the National Energy Modeling System (NEMS) for the Annual Energy 

Outlook 2013 (AE02013) Early Release Reference case. 2 Both national values and the minimum 
and maximum values across the 22 U.S. regions of the NEMS electricity market module are 
presented. 

Levelized cost is often cited as a convenient summary measure of the overall competiveness of 
different generating technologies. It represents the per-kilowatthour cost (in real dollars) of 
building and operating a generating plant over an assumed financial life and duty cycle. Key 
inputs to calculating levelized costs include overnight capital costs, fuel costs, fixed and variable 
operations and maintenance (O&M) costs, financing costs, and an assumed utilization rate for 
each plant type. 3 The importance of the factors varies among the technologies. For 
technologies such as solar and wind generation that have no fuel costs and relatively small O&M 
costs, the levelized cost changes in rough proportion to the estimated overnight capital cost of 
generation capacity. For technologies with significant fuel cost, both fuel cost and overnight 
cost estimates significantly affect the levelized cost. The availability of various incentives, 
including state or federal tax credits, can also impact the calculation of levelized cost. The 
values shown in the tables in this discussion do not incorporate any such incentives. 4 As with 
any projection, there is uncertainty about all of these factors and their values can vary regionally 
and across time as technologies evolve and fuel prices change. 

It is important to note that, while levelized costs are a convenient summary measure of the 
overall competiveness of different generating technologies, actual plant investment decisions 
are affected by the specific technological and regional characteristics of a project, which involve 
numerous other considerations. The projected utilization rate, which depends on the load 
shape and the existing resource mix in an area where additional capacity is needed, is one such 
factor. The existing resource mix in a region can directly affect the economic viability of a new 
investment through its effect on the economics surrounding the displacement of existing 
resources. For example, a wind resource that would primarily displace existing natural gas 

1 2018 is shown because the long lead time needed for some technologies means that the plant could not be brought 
on line prior to 2018 unless It was already under construction. 
2 The full report is available at http://www.eia.gov/forecasts/aeo/er/index.cfm. 
3 The specific assumptions for each of these factors are given In the Assumptions to the Annual Energy Outlook, 

available at !J!!Q;flwww.eia.doe.gov/oiaf/zu:oLinde)(,htrrJ!. 
4 These results do not include targeted tax credits such as the production or investment tax credit available for some 
technologies. Costs are estimated using tax depreciation schedules consistent with current law, which vary by 
technology. 

U.S. Energy Information Administration I 2018 Levellzed Costs AEO 2013 1 
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generation will usually have a different value than one that would displace existing coal 

generation. 

A related factor is the capacity value, which depends on both the existing capacity mix and load 

characteristics in a region. Since load must be balanced on a continuous basis, units whose 

output can be varied to follow demand (dispatchable technologies) generally have more value 

to a system than less flexible units (non-dispatchable technologies) or those whose operation is 

tied to the availability of an intermittent resource. The levelized costs for dispatchable and 

nondispatchable technologies are listed separately in the tables, because caution should be 

used when comparing them to one another. 

Since projected utilization rates, the existing resource mix, and capacity values can all vary 

dramatically across regions where new generation capacity may be needed, the direct 

comparison of the levelized cost of electricity across technologies is often problematic and can 

be misleading as a method to assess the economic competitiveness of various generation 

alternatives. Conceptually, a better assessment of economic competitiveness can be gained 

through consideration of avoided cost, a measure of what it would cost the grid to generate the 

electricity that is otherwise displaced by a new generation project, as well as its levelized cost. 

Avoided cost, which provides a proxy measure for the annual economic value of a candidate 

project, may be summed over its financial life and converted to a stream of equal annual 

payments, which may then be divided by average annual output of the project to develop a 

figure that expresses the "levelized" avoided cost of the project. This levelized avoided cost may 

then be compared to the levelized cost of the candidate project to provide an indication of 

whether or not the project's value exceeds its cost. If multiple technologies are available to 

meet load, comparisons of each project's levelized avoided cost to its levelized project cost may 

be used to determine which project provides the best net economic value. Estimating avoided 

costs is more complex than for simple levelized costs, because they require tools to simulate the 

operation of the power system with and without any project under consideration. The economic 

decisions regarding capacity additions in EIA's long-term projections reflect these concepts 

rather than simple comparisons of levelized project costs across technologies. 

Policy-related factors, such as investment or production tax credits for specified generation 

sources, can also impact investment decisions. Finally, although levelized cost calculations are 

generatly made using an assumed set of capital and operating costs, the inherent uncertainty 

about future fuel prices and future policies, may cause plant owners or investors who finance 

plants to place a value on portfolio diversification. While EIA considers many of these factors in 

its analysis of technology choice in the electricity sector, these concepts are not well 

represented in the context of levelized cost figures. 

The levelized cost shown for each utility-scale generation technology in thetables in this 

discussion are calculated based on a 30-year cost recovery period, using a real after tax 

weighted average cost of capital (WACC) of 6.6 percent. In reality, the cost recovery period and 

cost of capital can vary by technology and project type. In the AE02013 reference case a 3-

percentage point increase in the cost of capital is added when evaluating investments in 

u.s. Energy Information Administration I 2018 Levellzed Costs AEO 2013 2 
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greenhouse gas (GHG) intensive technologies like coal-fired power and coal-to-liquids (CTL) 

plants without carbon control and sequestration (CCS). While the 3-percentage point 

adjustment is somewhat arbitrary, in levelized cost terms its impact is similar to that of an 

emissions fee of $15 per metric ton of carbon dioxide (C02) when investing in a new coal plant 

without CCS, similar to the costs used by utilities and regulators in their resource planning. The 

adjustment should not be seen as an increase in the actual cost of financing, but rather as 

representing the implicit hurdle being added to GHG-intensive projects to account for the 

possibility they may eventually have to purchase allowances or invest in other GHG emission­

reducing projects that offset their emissions. As a result, the levelized capital costs of coal-fired 

plants without CCS are higher than would otherwise be expected. 

Some technologies, notably solar photovoltaic (PV), are used in both utility-scale plants and 

distributed end-use residential and commercial applications. As noted above, the levelized cost 

calculations presented in the tables apply only to utility-scale use of those technologies. 

In the tables in this discussion, the levelized cost for each technology is evaluated based on the 

capacity factor indicated, which generally corresponds to the high end of its likely utilization 

range. Simple combustion turbines (conventional or advanced technology) that are typically 

used for peak load duty cycles are evaluated at a 30-percent capacity factor. The duty cycle for 

intermittent renewable resources, wind and solar,.is not operator controlled, but dependent on 

the weather or solar cycle (that is, sunrise/sunset) and so will not necessarily correspond to 

operator dispatched duty cycles. As a result, their levelized costs are not directly comparable to 

those for other technologies (even where the average annual capacity factor may be similar) 

and therefore are shown in separate sections within each of the tables. The capacity factors 

shown for solar, wind, and hydroelectric resources in Table 1 are simple averages of the capacity 

factor for the marginal site in each region. These capacity factors can vary significantly by region 

and can represent resources that may or may not get built in EIA capacity projections. These 

capacity factors should not be interpreted as representing EIA's estimate or projection of the 

gross generating potential of resources actually projected to be built. 

As mentioned above, the costs shown in Table 1 are national averages. However, as shown in 

Table 2, there is significant regional variation in levelized costs based on local labor markets and 

the cost and availability of fuel or energy resources such as windy sites. For example, levelized 

wind costs for incremental capacity coming on line in 2018 range from $73.5/MWh in the region 

with the best available resources in 2018 to $99.8/MWh in regions where levelized costs are 

highest due to lower quality wind resources and/or higher capital costs at the best sites where 

additional wind capacity could be added. Costs shown for wind may include additional costs 

associated with transmission upgrades needed to access remote resources, as well as other 

factors that markets may or may not internalize into the market price for wind power . 

u.s. Energy Information Administration I 2018 Levellzed Costs AEO 2013 3 
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Table 1. Estimated Ieveii zed cost of new generation resources, 2018 

U.S. average levelized costs (2011 $/megawatthour) for plants entering 

service in 2018 

capacity Levelized Fixed Variable O&M Transmission Total system 

Plant type factor(%) capital cost O&M (including fuel) Investment levelized cost 

Di!?!tchable Technol�les 

Conventional Coal 85 65.7 4.1 29.2 1.2 100.1 

Advanced Coal 85 84.4 6.8 30.7 1.2 123.0 
-----·---··-·--·-·-· .. ···-···-········-·-·······---·-"·-·---.. ·-�···--··-··-·-·--------------··--····-·-"-"-''"""----·-··-·····---·-... ·-··----·-·--·-

Advanced Coal with CCS 85 88.4 8.8 37.2 1.2 135.5 
-----··----·--··-··-·--·-·-""···-··-····--·-··-.. ---··-------------·-·-·-.. ·----·----··-··-···-· ...... ·--···-- .. -···---· 

Natural Gas-fired 
, __________ , ____ ,,_, __ , .......... _. ____ , ____ ,,_, ___ ,,, ________ ,_, _________ , ............... ..... ........... ..... --...................... -................. . 

.... _s_onventiona�olll_bin�_c!_�y�!�--- .. ··-�.?. .... -. ........... .... _ ... ��:� . ... . --��?.. .. _ .. ·-··----�·4 · ---�?.._ .. _ .... .. .................... -.. �-?.:.!. _ 

_____ 
Advanced Combinec!_<;ycle 

____ ,_ .. ... �?_-.......... _ .�_?.:�.-- ....... --�:Q.. .. _ .. ___ .. ___ 
45:P_ _____ __!:?_ __ .. ____ ..... -. .. --.--��:� .. -

Advanced CC with CCS 87 34.0 4.1 54.1 1.2 93.4 
,_,_,,_, __ , _______ ... ,, ... -·-··-·-·-.. --..... -... -·-··-··-·-····--·--- ····-·-----

Conventional Combustion 30 44.2 2.7 80.0 3.4 130.3 

Turbine 
�·-··----·--··-·--····--·--···---------·-"--··�·-·--···· .. �·-··---·-"-····�"-'"''"-·-·-·--·-·-·-·-··-···-···--····---·- ---- ,_,_, .•. _, ___ _ 

Advanced Combustion 30 30.4 2.6 68.2 3.4 104.6 

_._ .. ......... .!.urbin_l!. ___ .. ___ .. ______________________ ... ________ .. ___ .. ___ .. __ ....... -·-·· .. ·------..... _ .. _____ ... ______ .. _____________ _ 

--�.Y�.r:!.C:.I!d. .. �.ucle!!_r _____________ � - - - -·-··-· ��=�-- - - -g��---· - -----�?�---- - ---··-- _!:! ___________ _!�8.�-

Geothermal 92 76.2 12.0 0.0 1.4 89.6 
___ , __ ,, __ ... -.... ·--·-·-- ··---·-- - ----·---·-··-·-.. · - ------·-·-------·-------.. --..... ----�-.--.... --.. ----·------·-.. ·-·--·--·----·-----

Biomass 83 53.2 14.3 42.3 1.2 111.0 
----·--.. -·-·-----... -.. -·-··---...... .... ______________ ····---·---·----.. ----·------.... -... ·-·-·---... ------·-·--·---.. --------... -... ------·-·-----

Non-Dispatchable Technol�les 

Wind 34 70.3 13.1 0.0 3.2 86.6 
. -·--·-.. -.......... -..... _, __ ,, ____ ........ _ .. _.,,_, ___ , __ ,_..,_,__ .. -·-------·--·---.......................... __ ,,_,, __ ,_._,. .. , ... _,._,_ 

Wind- Offshore 37 193.4 22.4 0.0 5.7 221.5 
-·---·-........ . ... _._, ___ ._, ....... _, __ ,_,,,_,_,, ... . .................... ____ , __ , __ , ......... _, __ , ___ , __ , ...... -.... -.................. , .. ,_., ...... ,_ .. ,_ . . , ____ ,_, __ . __ _ 

Solar PV�
---· - ·· .. ....... _ .. _ ..... .................... -......... -... -... _�5 

_________ 

1�Q.:4 9.9 
... _ .. _ .. _O._:.O._ .. _, _____ ......... ........ �:Q. ___ .. --.. -......... J.�.�}._ 

-�la�.J_!terma
_

I
_ .. _______ ....... .. ....... .. . ... ---· .. -2.Q_ ........ _, ____ }!�..:_2 

-�.!::-�- ---·-·-_Q:_0, _____ ............ _ .. _ _2:�.-- ... .. .......... ..... ... .... 1�.�-�--
52 78.1 4.1 6.1 2.0 

1 Costs·are expressed in term5 of net AC power available to the grid for the installed capadty. 
1 As modeled, hydro Is assumed to hove seasonal storage so that it can be dispatched within o season, but overall 
operation Is limited by resources available by site and season. 
Note: These results do not lndude targeted tox credits such os the production or investment tax credit available for 
some technologies, which could significantly affect the levelized cost estimate. For example,ne.w solar thermal and PV 

plants are eligible to receive a 30-percent Investment tax credit on capital expenditures if placed in service before the 
end of 2016, and 10 percent thereafter. New wind, geothermal, biomass, hydroelectric, and landfill gas plants are 
eligible to receive either: (1} a $22 per MWh {$11 per MWh for technologies other than wind, geothermal and closed­
loop biomass) Inflation-adjusted production tax credit over the plant's first ten yeors of service or {2) o 30-percent 
Investment tax credit, if placed In service before the end of 2013 (or 2012, for wind only}. 
Source: U.S. Energy Information Administration, Annual Energy Outlook 2013,December 2012, DOE/EIA-0383{2012) 

U.S. Energy Information Administration I 2018 Levellzed Costs AEO 2013 
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Range for total system levellzed costs (2011 $/megawatthour) 

for plants entering service In 2018 

Plant type Minimum Average Maximum 

Dispatchable Technologies 

... Co�Y.�!"tie>..!!!! .. �-C?..��-------·-··---····-----··· ······�-�.:..�----·- -- --···---·-·-··--······-·-�-Q9_.�.----·---·--·---·-1_1_8_.3_ 

���-':1.�.��---�C?.�.I __________________________ ..... . -.. ···-·--·---··--·· ·-·!!.2"-,6'-----
Advanced Coal with CCS 123.9 --··-···············-·····--·--·····-····-·-··-··--······-··-·-·----.....;;;.::;.:;.;_:;__ ___ _ 

Natural Gas-fired ---·-·· .. --�-·---··-·-········---·-········""'"'""""'"'-·-·····--·-·--··-·-"-""' 

Conventional Combined 62.5 

123.0 137.9 

135.5 152.7 

67.1 78.2 

.. ...... �!=!�--- ·-····--·--··-····---···-··········-··-···················-·-···----······-··--··-·-··-··---··------· -------·-·····-··-··--·-···-····-····-·····-···· 

Advanced Combined 60.0 65.6 76.1 

----··-····-�---·-···········------···--------·--------·--··-----··---·-········------·-------

Advanced CC with CCS 
__ , ___ ., ____________ , _______________ , ___ , _____ . ________ _ -=8:..:.7.:...: .4 

_________________ �3·�-------------·-!_q7_. 5 
_ 

Conventional 

Combustion Turbine 

Advanced Combustion 

Turbine 

104.0 

90.3 

130.3 149.8 

104.6 119.0 

Geothermal 81.4 89.6 100.3 ---·-••-•••-••••-••••m•••••m•••••--••••-·-··-·--•••••-••••--••••-••-·--_.:.;"'-'------·-·----"-""'"""'-"--"""""_' ______ , __ ,. ___ . . _,_,._, 

Biomass .. ---·--·- ....... ·-·-···-·--. .  --·--- ..... ..... _ . ... .... ......... -- ... --.. ---·-· .. --�-�.:..q ___________ _!.�.!:2 ... _____ ,. _______ ..... .. .. .. _ .. . 1:�0.�.--

Non-Dispatchable Technologies 

Wind 73.5 86.6 99.8 
.,, _______ .............. -·-·-··-· ---·----···- .. -......... _, ____ ,., ......... ,, __ ,,_, __ ,,_, .. ,,, ____ , ... , ... , ________________ , ... ,.,_,, ________ _ 

..... �!.':1�_:.9.f.f!�.51.�------·---·--···-·---·----"-"-··· 18�.:..9_ .. _ ... ... _ .. ___ .... .. ....... .  ,_, .. _ .. �_?.!:.�.-.. -·-·-.. -.. _ .. __________ �94. 7 

--���!..�Y�---- ---·-······ ·-. . --. ....... _____________ !12·�---------· .. ----· -..... . .. _ .... .!���.L _____ . .... _ ......... -·-· ·--·---1_2�:..�. 

Solar Thermal 190.2 261.5 417.6 
---�-------- ··-----·-·--·------·--·--·-· ·-·---- .. ·-----

Hydro2 58.4 90.3 149.2 

1 Costs ore expressed in terms of net AC power ovo/loble to the grid for the Installed capacity. 

2As modeled, hydro is assumed to hove seosonol storage so that It con be dispatched within o season, but overall 

operation is limited by resources available by site ond season. 

Note: The levelized costs for non-dispatchable technologies are colcu/oted based on the capacity foetor for the 

marginal site modeled In each region, which con vary significantly by region. The capacity foetor ranges for these 

technologies are as follows: Wind- 30% to 39%, Wind Offshore- 33% to 42%, So/or PV- 22% to 32%, So/or Thermal-

11% to 26%, and Hydro - 30% to 65%. The level/zed costs are olso affected by regional variations In construction labor 

rates ond cop/to/ costs as well as resource availability. 

Source: U.S. Energy Information Administration, Annual Energy Outlook 2013,December 2012, DOE/EIA-0383{2012) 
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This project was jointly assigned to the NARUC Staff Subcommittees on 

Electricity and Economics in February, 1985. Jack Doran, at the California PUC bad led 
a task force in 1969 that wrote the original Cost Allocation Manual; the famous "Green 
Book". I was asked to put together a task force to revise it and include a Marginal Cost 
section. 

I knew little about the subject and was not sure what I was getting into so I asked 
Jack how he had gone about drafting the fust boolc. "Oh" he said, "'There wasn't much to 
it We each wrote a chapter and then exchanged them and rewrote them." What Jack did 
not tell me was that like most NARUC projects, the work was done after five o'clock and 
on weekends because the regular work always takes precedence. It is a good thing we 
did not realize how big a task we were tackling or we might never have started. 

There was great interest in the project so when I asked for volunteers, I got plenty. 
We split into two working groups; embedded cost and marginal cost Joe Jenkins from 
the Florida PSC headed up the Embedded Cost Working Group and Sarah Voll from the 
New Hampshire PUC took the Marginal Cost Working Group. We followed Jack's sug­
gestions but, right from the beginning, we realized that once the chapters were techni­
cally correct, we would need a single editor to cast them all "into one hand" as Joe 
Jenkins put it. Steven Mintz &om the Department of Energy volunteered for this task 
and has devoted tremendous effort to polishing the book into the final product you hold 
in your hands. Victoria Jow at the California PUC took Steven's final draft and desktop 
published the entire document using Ventura Publisher. 

We set the following objectives for the manual: 

o It should be simple enough to be used as a prjmer on the subject for new em­
ployees yet offer enough substance for experienced witnesses. 

o It must be comprehensive yet fit in one volume. 

0 The writing st)'le should be non-judgmental; not advocating any one particular 
method but trying to include all CUirently used methods with pros and" cons . 

ii 
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It is witlt e�ttreme gratitude thatt a�knQwledge the energy and de,di(;;ation contrib­
uted by the foliQ\Ving .task forcemem� over� last five.y�. 

Steven. Mintz, Depa,rtm�.ofartergy,.Editor; 19e .J.en:kiPs, Florida PSC, �det, 
Em�dedCosfWoridng GfOUp; SarahVoll. New< 1-{ampshire PUClCLeader, f'darginal 
Coot Working <mup; Victoria)ow. CalifomiaJ!UC; John A AndersQn� ELCONi Jess 
OalUra:; s��to MUD; Chris Danforth, California PUC;· Alfred Escalllilla, Sou� 
Californ1a Edi$on; Byronliarris�.WestV�a GA:o� St¢vel!o1ll¢. 'fexasUtili!:Y Elec­
tri� Co.; KeVin Kelzy, fonnally NRRI; ·Larry K.Iapow ca.JifQtJja �UC�. Jim Ketter,P.:E� •. 

Miss9Wi. f'SC; Ed Lucero., Pri�e Wa��llouse; l. Roben Mallco,lJtahState UniversitY;; 
�rge .. M:CCluskcy,.New!Wn:P$hlre PUC; Marge Mee�t, florida :PSC� Gordon Mill'· 
d�K, ·The FERC; :Dennis Nightiri.�te, North ealolli)a UC; Jobh Orecchio, 1'he FERC.; 
CM1 Silsbee, Sou.the.rn �foniia Edrsorti Ben 'IUrtier, North. Carolina.t)'C;. nr� George 
Parkins, Colerad.o PUC; Warren.Wend}ing, COlorado Pt16, SchefWiightt formally ;Sor­
ida PSC; IN MEMORIAL ]3o� Kem.)edy Jr., Arkansas PSC. 
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CHAPIER6 

CLASSIFICATION AND ALLOCATION'OF 
DISTRIBUTION PLANT 

Distribu�ion, plant equipment redllee$ hig}t:�vottage energy rrom • the transtnission 
system to lower voltagQ5, 4elivel$ it to the �or:ner and monitors t,he amounts of energy 
usedby the customer. 

, Distribution facilities pl'Qvide service at two voltage leve1s: primary and secon­

dary� Primacy voltages exist between the substation power: transformer and smaller line 
transfonners aUhe customer;s points of service. These voltages vuy fronuystem to$}'�· 
tern and us,u�lly range: beJween480 volts to 35 K'/. In t.h� last few years, adv;mce$ in 
eq�ipment and cable technology have permitted the use ofhigher primary distribUtion 
voltages. PriJnary voltages are reduced to mote usable secondary voltages by smaller 
line transforrneis installed at customer locations along the primary distribution circuit. 
However, some latge industrial CUstomers may choose to install their own line transform­
ers and take servi�eat primacy volta�: because of their large electrical requirem�ts. 

In some cases, the utility may choose to install a transformer for the exclusive use 

of a single .commercial or industrial cust9111er. On the other hand, in service areas with 
high customer density) SU¢has housing tracts, a line tr.msfonnerwill be ipstalled to serve 

il:lal:t:Y cus�omer.;. In this<case, secondary voltage lines tun fro!'ll pql�4o-pole er from 
hartdhole�o�}landhole, and each customer is serVed by a drop tapped off the secondary 
line leadingdiredly to the cUstomer,•s pteinise, 

I. COST ACCOUNTING FORDISTRmUTION PLANT AND 
EXPENSES 

The Federal Energy Regulatory Commission (fER C) Uniform System of 
Accounts requires separate accounts for distribution investment and expenseS. 
Distribution plant accounts are sununadzed and classified in Table 6•1. Distribution 
expense accounts ar� sununar:ized and classified in Table 6-2� Some utiliUes may 
choe>Se to establish s:ubaccourits for more detailed � reportmg. 

-' -·-,·-.. ,_, ___ ..__ __ 86 . ____ , _
___ , ___ _ -----··---
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TABLE6-t 

CLASSIFICATlON OF DISTRIBUTION PLANT1 

FERC Unifbnn 
System.of Demand CU$tomer 

Aceo"nts No. �(riptiou Rel•ted .. Related 

DiStribution Plant 2 

360 Land.& Land R_ights X X 

361 StructUreS &.ImprovementS X X 
362 Statiem Equipment X -

363 Storag¢, Battery ..., ent X � 

364 Poles. Tow� &,Fixtures X X 
365 Qverltead Condt1ctors &. "Pe;viees X X: 
366 Undergf()und Conchlit X X 
367 Underground Conduetors & I)evices X X 
363 Line Transformess X X 

369 Services: - X 
370 Meters . X 
371: Insta1bltions on Customer Premises - X 
372 Leased p· , ® Custc:uner Prmises � X. 
373< Street Lighting & Signal Systei:ns 1 - -· 

1 Assignmer.t or,; ex�usive Usc-" costs are ass� dnc:tly w 11¥=. C\1StOt.JW d8ss o, group which 
exch,15ively uses such facilities. The�· c:asb! aif: h:Jlclaslgfi� to !he� cost wanpor!aU$. 

2-rhc � betV!om clilssif�onmay vary �derably. A study ofthe l'l')inimDm� 
method or other apPropriate methods should be made to .detemlino the relationships between chi: demand 
and CUSt<lmer:componeritS • 

Sl'7 
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CLASSIFICATION OF DISTRIBtrriON EXPENSES1 

FERC Unifo11n 
System of Denuand . custQmer 

Accounts No. DescriptiQD. Related Related 

Operatlon 2 
580 i Ope1'3tion Supervision & En .• X X 
581 Load Dlspatcf\ing X -

582 S�Jon Expenses .X -

583 Overhead Line Expenses X X 
584 Underground Line Expenses X X 
.585 Street Ligl\ting & Signal System. Expenses 1 . -

586 Meter Expenses - X 
587 CustomcrJnstallation Expenses - X 
SS8 Mi�llaneoU$ Distribution Expenses X X 
589 Rents X X 

Maint�nance 2 

590 Mainte�� Supervision & Entineering X X 
591 Maintena.Il<». of SJrnctures X X 
592 Maintenance of StatiOn .&uil)ment X -· 

. - - . . . . 

.593 Maintenance ofOverhead Lines X X 
594 Maintenance of Und ... J -'Lines X X 
595 Maintenance of Line Transfbrmets. X X 
596 �int. of Street Lighting & Sianal Systems 1 - -

597 Maintenance of Meters - X 
598 ��.·of Miscellaneous Distribution Plan� X X 

1Direet assigmneator'"c�lusive utc�'" costs are assigned direcdy to �· � class or group .  
whi� e)'( elusively. uses 5\lc:h. fat;iJities; � � eq$ta are then cliS$ified to the respective c;ost <:ompe>-
nents; · 

1be antoW"dS between dassifsc:ati� may. vary c:omider.ably • .  A study of the minimum i�Uerctpt 
method or other appropriate methods should be made 10 determine the rdatkmships between the demand 
and c;ustoma-components.: 

'"" -··--··-·----·--·BB. _____ ····-·--; ___ . ·-·-·-·-·---·--
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To ensure that costs are properly allOcated, the anal}�St must fust classify each ac- -
count·as demand-related, customer-related; or a com&iilation ofboth. 'The cl3$Sification 
c,lepends upon the analyfit•s �valuation of how tll.� c;o$ts in these accouritswl!� incwred. 
In making this deteqnin�tion� �p{:!Ortmg data maY be more 1mportant than.theqretical 
considerations. 

· 

All�at.illg costs �o the appropnate groups inJi cOst study requires a special an:aly­
sis of. the nature of distribution plant. and eipenses .. This will c� that costs are. as­

signed to the cOirect functional gn.::�upsJor classification and a11QC8tion� As ind.�.ted .in 
Clj.apt�r 4;; alfcoSts Of servi� Qan be identified as energy;.telated, c,lemand.;relaJ�; Qt'CU$­
tomer-telated. Because there is 110 energy. component qf diStrlbutloflo'related costs, we 
need·consider only the demand and customer:.c:ompon� 

· 

To recognize· voltage level and use of facUitle$ in'the funetionalization of di,Stribu� 
tion costs\ distributiqn line f:OSts mUst be separated into overhead and UndetgrQrind. and 
primary and SCCOildaty' VOltage classifiCations:, A typicaJ.Junctional�ion and CJassifica" 
tion·ofdi�ibutiori plant would appear� f<>llows� 

Substations: 
DiStribution: 

Serviqes;: 

Mete�: 
Street Lighting: 
Customer Accounting:· 
Salest · ·  

Demand 
Overhead Priqlary 

Demand 
customer 

Overhead Secondary 
Demand 
CUStomer 

Uruierr,r�:Jrlmazy 

Customer, 

tJ�=!lecondary 
Custbmer 

Line Transforwets 
Demand' 
Cust0Jl1er 

Overhead 
Demand 
CUstomer 

Underground 
Demand 
Customer 
CuStomer 
Customer 
Customer 
Customer 
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From this breakdown it can be seen that each distribution account must be ana· 

lyzed before it can be assigned to the appropriate functional category. Also, these ac· 
counts must be classified as demand-related, customer-related, or both. Some utilities 
assign distribution to customer-related expenses. Variations in the demands of various 
customer groups are used to develop the weighting factors for allocating costs to the ap­
propriate group. 

n DEMAND AND CUSTOMER CLASSIFICATIONS OF 
DISTRIBUTION PLANT ACCOUNTS 

When the utility installs distribution plant to provide service to a customer and 
to meet the individual customer's peak demand requirements, the utility must classify 
distribution plant data separately into demand· and customer-related costs. 

Classifying distribution plant as a demand cost assigns investment of that plant to 
a customer or group of customers based upon its contribution to some total peak load. 
The reason is that costs are incurred to serve area load, rather than a specific number of 
customers. 

Distribution substations costs (which include Accounts 360 -Land and Land 
Rights, 361 -Structures and Improvements, and 362 -Station Equipment), are nonnally 
classified as demand-related. This classification is adopted because substations are nor­

mally built to serve a particular load and their size is not affected by the number of cus­

tomers to be served. 

Distribution plant Accounts 364 through 370 involve demand and customer costs. 

The customer component of distribution facilities is that portion of costs which varies 
with the number of customers. Thus, the number of poles, conductors, transformers, serv­
ices, and meters are directly related to the number of customers on the utility's system. 
As shown in Table 6-1, each primBJY plant account can be separately classified into a de­
mand and customer component. Two methods are used to detennine the demand and cus­
tomer components of distribution facilities. They are, the minimum-size-of-facilities 
method, and the minimum-intercept cost (zero-intercept or positive-intercept cost, asap­
plicable) of facilities. 

A. The Mjnjmum-Sjze Method 

C lassifying distribution plant with the minimum-size method assumes that a 
minimum size distribution system can be built to serve the minimum loading 
requirements of the customer. The minimum-size method involves determining the 
minimum size pole, conductor, cable, tmnsformer, and service that is currently installed 
by the utility. Normally, the average book cost for each piece of equipment determines 

90 
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\hepf:iee of'all'ins(aJled Units; _
-once d�termined for eachpdrnaij pta¢ .coUf!.t, the- e - - miniDlUbl-'size-distribution ��--� �gle�hs'custOtU�Nelatettc�J Tile-

:­
;!eln��reWeclcests fot each �t m-e the dlfference•·between the total investment in 
th� -�nt and cusiomer.orelated-coSt$• Comparative studicis_ betw�n the mi!l-�urtt-size. 
an<f �,rritdh9<ls$bq\Y that it &��ly �,�al-.rger �omer �po�nt. t.iwt th� 
�rt:hint_e�:methQci:(tobe�disc�);·-_ _ Tll�.fbuowin.g.d��-th�:tn�bPdologie$ fqt 
det«n'ltq,U,.g' th� miJlW;lurits� for ,diStrlbution p� �:364, 365:•·��;. - 367, 36$, -- and_369.;- - - - · - - - - - ---

- t.-�unt364�l»oles,·.·To� alld.�um_
.
_
· 

. · .. ·' . .· . . - . . . . . 

6 · �enilirle the .aveitlig�· �taUecl book c:c:istof!AA �jmum Mig� poi� 
_ . -currently being; installed. . · · · 

· 
.. . . . . . . . . 

o · MultiplY th� �verage boc:tk·cost' by �· riumber c,1fptde.s, to fintfW eus,. 
tomet c:Otrinm..Cfit� &Wic» of - lam actOurit iUbe � com"""""""t . .  _ .  , . r""•·-- , - _ -.- . - . P .. - . _ - . _ _ . -- - - _ _ _ _ _ , - Y""'·�-

. . . . 
-:i.,Aecount 365'--0verilead C()_ndw:ton and De'rices 

-- _ _ 0 Detenniflemirumwt.--siZe-Conduetot currently being illstaJJe4. 
. · 0 .Milltiply average installecl'book. ccist pet mile Qf�btimuin $it.e �·- - __ duct()r by the ntUn:bet Qf ci,rcliit milea t() detet'pline the �ustc>rt.i� t;o�:­

ponem.-.aat�ot;plant �:is demartd cpq1ponent ·(No.te; tW<) 
cottduetot:S in minimum system;)_ _ .· . . ·. ; ·. :' . . . . 

. 3. AccO.Uil1s �66 aruJ. 3(;7'- Unde,rgrolmd C::ortibii*"f Cond-.clors,.- and 
Devi«S•. · · - - ·  · ·  · · · · · · · 

0 · Dt:tennin�.�um·�ize caJ>l¢ eutten�y being_; insfaltect. · 

0 Multiply ave.tage mstallect �kcost pet mU�of fui.Jliriiulll siie-cabl¢ 
by-��. ci.rcqit :tnilesio t;let�me t1te �Oi\lereompein.ent._ Balance. of 

· plan_t �cc.Owft 367 w·:dettumd COJ1lPQnent.� • (Not�-- one cable with 
ground sheath is minimum system,) • Acc0unt:366 Ccmduft·is as�igned, 
'):)aSedo,t ra,fio of cable·a�tmt ·- · · 

· · 0 Multiplyave:rage insWlc:dbook cost of minim� siu transformer by 
numbet·oftranS(Om1ets m·plant�c:ount·· todeteJ:minethe:eustomet 
eompcment. '�ce.qf pla,nt a�t is demand COmpOneqk 

4. Account36$- UneTransfo� 

0 Det�in.e· minbnum sije transfoqner curteney ��g �ailed .. 

Ot 
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0 Muhiply average installed book cost of minimum size transfonner by 
number of transfonners in plant account to detennine the customer 
component. 

5. Account 369 - Senices 

0 Detennine minimum size and average length of services currently be­
ing installed. 

0 Estimate cost of minimum size service and multiply by number of 
services to get customer component. 

· 

0 If overhead and underground services are booked separately, they 
should be handled separately. Most companies do not book service by 
size. This requires an engineering estimate of the cost of the mini­
mum size, average length service. The resultant estimate is usually 
higher than the average book cost. In addition, the estimate should be 
adjusted for the average age of service, using a trend factor. 

B. The Mjnjmum-Inteuegt Method 

The minimum-intercept method seeks to identify that portion of plant related to 

a hypothetical no-load or zero-intercept situation. This requires co�iderably more data 
and calculation than the minimum-size method. In most instances, it is more accurate, 
although the differences may be relatively smalL The techniqUe is to relate installed cost 
to current carrying capacity or demand rating, create a curve for various sizes of the 
equipment involved, using regression techniques, and extend the curve to a no-load 
intercept. The cost related to the zero-intercept is the customer component. The 
following describes the methodologies for determining the minimum intercept for 
distribution-plant Accounts 364, 36S, 366, 367, and 368. 

1. Aceount 364 - Poles, Towers, and Fixtures 

0 Detennine the number, investment, and average iristalled book cost of 
distribution poles by height and class of pole. (Exclude stubs for guy­
ing.) 

0 Detennine minimum intercept of pole cost by creating a regra;sion 
equation, relating classes and heights of poles, and using the Class 7 
cost intercept for each pole of equal height weighted by the number of 
poles in each height category. 

0 Multiply minimum intercept cost by total number of distribution poles 
to get customer component. 
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0 Balance of pole mve$1mcmt is assigned to demand C9fllpon�t. 

0 ·Total account dollars arc· assigned based on ratio ofpole investment 
(Transformer platfonns in A� 364 are all demand-related. They 
shot.tld be r�e4 �fore delermin:ing the aecol)n.� ratio of customer­
and demand.;related costs, �d then they shQuld be �to the de• 
mand portion of Account 364.) 

2. Account 365 � Overhead Ctlnducton and l>eviees 

0 If �ccountS at¢ divided between primary and Secc:1ndary voltages, de­
velop a customer com.ponent sepa,rately for each.. The �Qtal··invcst­
ment is assigned to•primary and secondary, then the eustom� 
component is developed fot eaclL. Sinet eonductors generally are of 
IDIU\Y t)'pes a,nd �it.e!i. select tbQse s� and types. whic:h represent th�:: 
bulkof the investm� in this accxnmt, 'if appropriate, 

0 When devclopin.g· the customer component, consider only the . mvest-
. ment in con��Ois, and nOt soch devices as ci.r�lt breakers• �la,. 
tors, switches, etf!- The in-vestment in these-devices will be assignec;l 
later between the cu.stQD'let and demand COinpQnettt, based on tM con"' 

ductor assignment. · . 

:- Determine the feet, investment, arid averag� installed b6ok 
cost per foot for distribution conductors by size .and type. 

• Determine minimum i.nterc:ept ()f conductot cost per foot using 
cost per foOt by siJ,e and type of conductor weig}Jled by feet Qr 
investment in each category, and developing a cost for the util� 
ity's minim� siz.e conductor� 

- Multiply· minimum inteteept C()st. by the total number of circUit 
feet timcs2. (tJote tllat citcuitfeet; not e<>nductor feet, are 

useq_ to gc�t customer component) 

- Balance of cc;mductor investment is: aSsigned to demand, 

- Total primary or se¢onda.ry dollars in the account, including 
devie�, are assigned to cUstomer and dem$.tld componentS 
based on conductor investment ta,tio. 

,3. Accounts 366 and 367 • Underground C()oduits, Conductors, and 
Devices 

0 The customer demand component ratio is developed for conductors 
and applied to conduitS. Underground conductors aie generally 
booked by type and $ize of conductor for both one-conductor (1/c) ca-

ble and three..conductQr {3/c) cables. If conductors are booked by e voltage, as between primary and �. a customer component is · 
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developed for each. If network and URD ·inveStments· are segregated, 
a customer component must be developed for each. 

0 The ci:>nd1;1etor: si� and types for the eustomer torriponent derivation 
are· res�icted .to I/� cable. Since tltete are genetally many types and 
sizes of 1/c ca.ble, sele.ct those size$ and �· which represent the bu.� 
of the investment, when appropriate:. 

- Detennine the feet, investmen� � average· instaJ,led book 
cost per foot for I/1; cables by size. and type of cabl� 

- Oetennine minimum intercept of cable cost perfopt using c� 
per foot by size and type gf cable weighted by f� of. invest'"'· 
ment in each Category� 

- Multiply minimum intercept cost by the total nuznber of circuit 
feet (1/ecable with sheath is conSidered acitcuit}to getcUs .. 
tomu ec)mpc::ment. 

- Balance of cable investment iS assigned to demand. 

... T� dollars in Accounts 366 and 367 are assigned to customer 
and demand components based on conductor investmertt ratio. 

4. A.ceount 368- Une Transf'onuers 

0 The line tran,sfonner account eoversa.Il sizes and voltages for single­
and �-phase transformers. Only single-phase sizes up to and in· 
eluding 50 KVA shguld be used in devclopingthe customer cornpo• 
nents. Where more than one ptimary distribution voltage is used, it 
may ·be appropria.te to .use the transf0m1er price from one or two pre­
dqminant, selectet:l voltages. 

- Determine the number" investment, and average inStalled bOOk 
�·per transform.er by size ilnd t� (voltage). 

- Determine zero intercept of transformer cost using cost per 
t(3I)Sfotn1er by type, weighted by number for each category. 

... Multiply zero intercept coSt by totW. nlimber of1i.rte,transf6nn-
eril to get customer compo�t. 

· 

.. Bala:ilce of transfonner investment is assigned to demand com­

ponent. 

- Total dollars in the account are assigned to.customer and de­
mand components based on lra:n$fonner investment mtio fiQm 
c\IStomer and demand components. 

· 

----- -- ------ --- ---· 94 
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c. The Mjnimrim:SD!cm vlia Minimum-Inte�pt Approach 

When Se-lecting a method to etassify distribution costs into demand and 
customer costs, the analyst must consider severalfactors. The: minimum-intercept 
method can sometimes Produce $tatfstically unreliable results. The extension ·of the 
r:egres.sion<eq\lation beyond the boundarie$ of the ttata normally will intercept the Y axis· 
at a positive value� In some cases, l?ecause of b1corred accounting data qr �me other: 
abnormality iJl the data, the tegression equation will intercept theY axis at a negative 
value. When thiS happens. a reView of the accounting data must be made, and �t 
data. deleted.. 

'ThetesuitS of the minimum-size method can be influenced by several factots. 
The analyst must determine the minimum siu for each. piea! of equipment "Shoulcl the. 
minimum. size be based upon the minimum size equipment Ctu'rently ·installed, histori­
cally installed .. or the minimum size necessary to meet safety requirementS?" The man­

ner in which the miniinurn si.t.e equipment iS selected �n directly affect the percentage 
of costs that are classified as demand and customer coms. · 

Cost analysts· disagree on how much of the demand costs should be allocated to 

customers when the minimum-size distribution methcd is Used ·to classify distribution 
plant.. When using this distribution method,. the analyst·must be· aware that the minimum­
size distribution equipmeiit has a certain load-carrying �pability� .which can be viewed as 

a demand-related cost. 
· 

When allocating distribution eosts determined by the minimum-siu method, 
some cost analysts will argue that some customer classes can ��ive a disproportionate 
shaie of demand costs. Th¢ir rationale .is that customerS are allocated a share of distribu· 
tion costs classified u.demand-related. Then those customers reeeive a second layer of 
demand costs that have been mislabeled customer costs because the minimUm-size 
method was 11$ed to classify those costs .. 

Adv�tes of the minirnutn•intercept tnethod contend·that thii; problem does not 
exist when using· th�ir method. The reason is that the customer cOst derived from thC' 
minimum-interc�t method is based upon the zero.load .int�rcept af the cost curve. Thus, 
the. customer cost of a particular piece of equipment has no demand cost in it whatsoever. 

D •. Other Accounts. 

The preceding discussion of the merits ofminimum-system versl.lS the 
zero-intercept classification schemes will affect the major diStribution-plant acc:ounts for 
FBRC Accounts 364 through 368. Several other plant accounts temain to be classified. 
While the classification of the following distribution-plant accounts is an important step, 
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it is not as conttoversial. as the cla.ssification of subStations; pPies. transfonners, and 
conduc:toiS• 

1. AceoUJ1t 369 ... Services 

This aecou,nt is gen�rally cliil5sified a5 customer-related, Classification o£ services 
may also include a demand component to reflect the fact that larget customer$ wUl re• 

quire. more costly servi« droJ& 

2. ,AccOunt 3.70- Meters 

Meter$ are g�y ctassified on a customer basi& However. �}"may also be 
classifi� using a demand component to show·that larger-.usa:�e customezs require more. 

expensive metering equipment 

3: Aceount 371 - Iustallations on CIISt()mer Ptemi� 

This account is generally classified as cust()mer�retated and is often directly as­
signed� The kind of equipment in this acoount'often influences how thiS accot1nt is 
treated. The: equipment in this accOUnt is owned by the utility. bot is locatetton:thecus­
tomer's side ofthe meter. A utility will often include area lighting equipment in ibis ac­

count. anc;f assi� the investment d�y to the lighting customer class; · 

4. Account 373 -Street Lighting and Signal Systems 

This account is generally customer .. related and is directly assigrted to the street 
customer class. 

. 

ID. ALLOCATION OF THE DEMAND AND CUSTOMER 
COMPONENTS OFDISTIUBUTION PLANT 

Arter completing the classifi'cation of diStribution plant accounts, the next major 
step-in the>cost of service process is to allocate the classified costs. Generally. 
detennining the distrib1,ltion-demand allocator will require more �ta ani$ analysis than 
detenninirig the customer allocator$. FollOWing are procedures used tp calculat� the 
demand. and custOmer allocation factoiS. 

A. DeyelOJ?IDCDt of the Distribution Qetnand Allocators 

There are several factors to consider when allocating the demand components 
of distribution plant. Distribution facilities, from a design aJ:ld operational perspective. 
are installed primarily tQ meet localized area loads. Dunribution substations. are designed 
to meet the maximum load from the distribution feeded emanating fro� the su�iorL 
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. . . . 

. si,nli�ly, when deSi� prblwy and·� · diStribUtion fe.edets• tt� diStribution 
· eng,inettt f!�r� that sufficient' cidnductot andtransfcmnereapacity: i$auUableto meet 
· the·custoroer 's loadsaa··the ·ptirriary .. arid: seeondary-.distributicm ·servide levels, ·Local . 
. . zea• lOads� the ma}orJactors itt: Sizjnj:distribuliOn equipjn�� . Conseq�c:ntly. .. . 

. <:t1Stomef:�l�·npJ1comci<;te�·.�artds:
.
(NC�Jan4 . . in�vidual.Q�omer.m�inl'upl. 

<;�eni�dsare the tOa,a.cba.ra�e�cs �t�J1onn�Iy �to atl�t�·thli deln$d· 
co�ponentofdistributioJ1 facm�es.. · The eQStotnt-3,-ciass load c�ct�ie used to · alloC:l�the dertl8nd.eompo�rof distribUtionpiant (whethet.eQStotnet clASs NcPs or 
the s�tion l;lf lndlvidual�omer mnUX�wh detna.nd$) clepert<JS:<mtfu,. lOad di\lenrity 
that iS �n't at tJi� equipment to' be all�tetL · Theload. diversity at· dtsttibution . �.-·· and . &'eeders . USWill: high' . .· 

. . his: ·
.. 

' . . . .·· . . . . . . . . . � .. t. .. su�•cms . . prun�.4' . . · . . ss . . · .· y ·

· 
.. , F'otJ . ��o�-class � 

· �e �)'·used f�.the all�ion6fth�fa¢ill\ie8� � faciUt�� �the ¢uStOJ11et, 

===l;���=��:ot��c:=r�=·!o=t:� .. "fhey 
Alth�ugli th�are the metbQds nOrman)'�· f<>t the�ion of distribution demand 
costS, s0.:n� �xceptio�e:dSt• · · 

. . . . . . . . . . . . . . . . . : . 
'the 16ad diversity differences for So!ne utilities-.ai the tiansinisslon··and dimibu:-

. lionsu�nl<:velsmaY not �latge� ,Con$equently,�� t�.di$1nbution su� .. 
ti(?llS.f¥y . . bcfalJ��: us�&��Jl\�th9d as the-.t���on 5Ystem�. Befo�. �. 
� Brull.Y$t selec�,,a-J:p:�od to�� thf;diff� ��ve� ofdiSttibutl9n· facilities, be­
must· know the deSi ·· ·

· an<!' · · ·· t1onai. c�iCS of the· disttibUtiott · tern a$ well 
· . ... · . . · .. · ..• ; · . . gn -. � . _.·· • . . ,. ·. - · - ' - . . . . • • • . . .  ·' ·. · . . .. ···-· sys' t, . ... 

as.thc·demaild �� at;-�Chle.vel of� �butiQ},l system. .· . 
. . " ·. .. . . . . 

. . .. · 
. 

· 
As previo11sty iflc!icated, t�� d.�libutfon..�em �psists Qf·seymt Ieye� 'rhe 

first.-ievelstafts:·at 1M distribution $UbStation. and the Jast level en� at the customer's me-­
te� Powcdosse$ O¢Ci1r at each level and Should be ineludecfin the dCmand allocators. 
Powe' 10$Ses::are· inc<>rpPl"ated .

. 
into the demancfaiJ<:Jealors. by showing differen�-demand. 

· loss · (actors at.t13capn;ctominant.voltage.lev�L Th� demandlQSSfact()f�;to deVelop 
the ���$lfibutiQ.r_l (iemand�oeator -.vm �.· slightly.}arger thari �. dePlan4·'k$. fac• 
tor:�seii tod¢velop th¢ .Be.OOn.� demand ��¢)�. WlietHleyeloplng the d�Wti� 
demand aliocatot;.l�aware· th:at SOIIle �take service at diff�:voltage·Iev'els. . . . . . · .· . . ' . .  . . . : ,.· :. : · . . . . 

etist �)$ devel in the altocatot for distribution Of substationS: or ' · .. · ·. · · . . .
. · .· • .··· .. ··.· . . . · op.' g ... ·.·· 

·· .. · •· . · .. · ·  .· .. ,. < .. ·· . • ' . · . .. · .. · . . prttrutty 
d�mand•.facilifies 11\ust ensure.� Oril:t the 1� oftl\Ose customers who �rtt frQm. 
theseJa�ilities are included, in the allocatot. 

. 
For e�xample, thel6ads of:cust9nters who 

take serviCe �tJran5rnf;sitin'levelshould not be.ieflected'in 'thedist.tibutlonwbstatiorl' or 
primary c;temand aU�tor. Similarly,w�analysts'develop the all0¢81Ql'forsecondary 
q�mand facilitie$. the loads fOr c���� served by the priinary dij;tribution � . 
shoUld notl)e;· include4. ·. 

· 

. . . . : . 
Utilit.ies C8J). gather<load �ta tc> devc:Jbp. demand all�, either tfu'ough their 

-· load research· program or their transforme:r·kiad· managem� Pf08f8lllo. In Illest� the; 
load research prograntgathers data froln' iilews OJ1 the customers' premiseS. A niOie · 

compl�x �ure is to use'the't�tload manag�pr<>pn� · . .. 
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This procedure involves simulating load promes fQf: the various classes of equip-­
ment on th.e distribution system .. Th.is prQvi<ies inf�tionpn. the nature of the load di­
versity })etw� the customer 8lld the substation. and i� �ffect on equipment cost 
Determining demarul allOcatOI5 through simulation provideS a fll'st-orde,r l�d approxima­
tion, which represents the peak load for each type of distribution equipment. 

The eonce� of peak load br "equipment peak" for each piece of diStribution 
equipment ean be under5tood by considering line tnmsformerS. Ifa given transfbnnet"s 
loading for each: hour of a month ·can· be calculated, a transfonner Joad curve can be de� 
veloped. By knowing the ·type5 of customers connected to �h load management tnms­
forrner, a simulated transformer load pr.oftle curve can be dev�loped for the system. This 
Can provide eaeh custoinef's c)ass dem� at the time of the transfomler·s · peak load. 
Sinillarly, an equipment peak can be defmed for equipm�t at each level of the· distribu .. 

tion·systen Although the ·equipment �k obtained by thiS method may not be ideal; it 
will closely approximate the a�al peak. Thus, this method should reflect the different 
load diversities among .customct$ at each level ofthe distribution system. An illustration 
of the simulation �ure i$ ptavided in Awendix 6-A. 

When the deman4�ustomer. classification has been completed, m�.of the 
·
assumptions will have been niade that affect the: resUlts of the completed CQst of service 
study. 

The allocation of the customer-related portion of the various plant accounts is 
based on the number of customers' by classes of service, with appropriate weightings and 
adjustments. Weighting factors reflect differences in chara�teristics of customers within 
a given class, or betw�n classes Within a cla$s, for �� we may wanUo give more 

weighting _of a certab1 plant account to rural. customers,· � ex>mpared to urban customers. 
The·metering account is a cl�·ex:unple of an account :requiring weighting for differ· 
ences between c� Ani�tering arrangement for a :Single industrial custoinet may� 
20 to sO times as costly as the metering Jot one residential customer. 

While customer allocation factors should be weighted to offset diffe,ences among 
various types of customers, highly reflhed weighting factors.or detailed anci time eonsum� 

·ingstudies maynot seem worthwhile. Such faetorsappliedin this fmalstep of the cost · 

. study may affect the fmal ..esults much tess than such basic assmnptions as the demand­
allocation method or the teehnique for determining demand-customer elassiflC8tions. 

Expense allocations generally are !lased on the compara,hle plant all� of the 
various cl�. For instanc:e, .. maintenance of ()Verhead lines is generally assumed to 

be directly related to plant in overhead conductors IUld devices. E:x,ceptions to this rule 
will occur in some aecoun� Meter expenses, for example. are often a function of 

- ·- · _ .. __ ·-
·
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main�enan<:e and testing schedules related more to revenue per �liStOIJl.er than to th.:; �t 

of thC Jl\�ers themselves"' 

· · 
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PRESENT RATE STRUCTURE 
PROD. CAP. ALLOC. METHOD: 12CP & 1113111 AD 
PROJECTED CALENDAR YEAR 2014; FULLY ADJUSTED DATA 

MINIMUM DISTRIBUTION SYSTEM (IIIDS) EMPLOYED 

UNE 
NO. 

1 OPERATING REVENUES 
2 Sales Revenue 
3 Other Revenues 
4 
5 TOTAL OPERATING REVENUES 
8 
7 
8 OPEBATING E,XPENSES 
9 -Transactions 

10 O&M Elcpanse 
11 Deptac & Amorllz Expense 
12 Tlllllltl Qlherlhan lncoma 
13 lneomeTIIliiiS 
14 Gaini(Loss) an Disposal 
15 
18 TOTAL OPERATING EXPENSES 
17 
18 
19 NET OPERATING INCOME 
20 
21 
22 RATE BA§E 
23 Plant In SeNice 
24 Plant Held lor Future Usa 
25 Worl<ing Capilal 
28 Consvuctlon Work In Progress 
27 Less: Dapraciatlon Reserve 
28 
29 TOTAL RATE BASE 
30 
31 
32 
33 RATE OF RETURN ('II.) 
34 

35 RATE OF RETURN INOEX 

• 

TAMPA ELECTRIC COMPANY 
ALLOCATED CLASS COST OF SERVICE & ROR STUDY 

(OOO'a) · 

SUMMARY- CLASS ROR'S & REVENUE REQUIREMENTS -ROR 

FPSC 
JURIS RS GS GSD 

907,769 489,1149 57,954 290.678 
42.895 30,466 3,310 8.185 

950,664 520,115 81,284 298,841 

9,301 4,350 521 3,893 
354.533 210.185 24,525 101.391 
233,881 133,949 14,885 87,914 

85.789 38,105 4.189 19.878 
77,391 32,570 4,546 30.274 

(132! 175! !8! � 

740.763 419083 48,639 223,110 

209,901 101.052 12,825 75,731 

6,505.194 3,724,688 407,918 1,992.891 
35,409 19,858 2,128 12.517 
81.119 24,389 3,147 30.050 

174,146 95,030 10,557 62,839 
2,438,89ll 1,397,988 153.242 718,835 

4,339,974 2,465.997 2701507 1,379,462 

4.84 4.10 4.87 5.49 

1.00 0.85 0.97 1.14 

LS 
IS ENERGY 

26,538 5,467 
516 358 

29,054 5,825 

426 112 
8,330 2,379 
4,846 1.092 
1,380 337 
4,773 575 

!3) !11 

19,552 4.495 

9502 1,330 

135,715 31,587 
784 122 

3,789 1,015 
4.910 478 

49,866 12,488 

95,512 20,712 

9.95 6.42 

2.06. 1.33 

HUA 12 CP 1/13th AD+ MDS 
. Docket No. 130041i- 1 

Exhibit SJB-4, Page 
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LS ALLOC 
FACIUTES FACTOR 

35,464 
80 

35,584 

7,744 
11.413 

2,100 
4,850 

!4! 

25 903 

9,661 

213,396 

(1.251) 
334 

104,696 

107,783 

8.96 

1.85 
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PRESENT RATE STRUCTURE 
PROD. CAP. ALLOC. METHOD: 12CP &1/13th AD 
PROJECTED CALENDAR YEAR 2014; FULLY ADJUSTED DATA 
MINIMUM DISTRIBUTION SYSTEM (MDS) EMPLOYED 

UNE 
NO. 

36 
37 
38 
39 

40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

51 
52 
53 

54 

55 

56 

Less: 
Long T enn Debt 

Short Tenn Debt 

Oelelred Revenue 
CUslomer Oepoait.s 
Preferracl Slock 
TaxCredila 
SUblolal 

Wid Relum on Equily 

Equity RaDo 

RETURN ON EQUITY 

DEVELOPMENT OF REVENUE REQUIREMENTS 

Total Rille Base 

T 0181 Cost �Capital 
(@ 11.25'1bROE) 

Total Required Net Operating Income 

Less: Achieved Net OperaUng Income 

Equals: Return Oeficiencyi(Surplus) 
Times: Expansion FadDr 

Equals: Revenue Deficiency/ (Surplus) 

Plus: Revenues C Presenl RaleS 

Equals: Total Revenue Requiremenla 
Less: Olher Revenues 

Equals: T Dial Sales Revenue Requiremenla 

Sales Revenue RequiremeniS Index 

• 

TAMPA ELECTRIC COMPANY 
ALLOCATED CLASS COST OF SERVICE & ROR STUDY 

lOOO's) 

SUMMARY· CLASS ROR'S & REVENUE REQUIREMENTS· ROR 

FPSC 
JURIS RS GS GSD 

1.90'11. 1.90'11. 1.90o/o 1.90o/o 
0.01% 0.01% 0.01% 0.01% 
0.00% O.OO'Ib O.OOo/o O.OOo/o 

0.06% O.OS'Ib O.OS'Ib 0.06% 
0.00% O.OO'Ib O.OOo/o O.OOo/o 

0.02'11o 0.02'11o 0.02% 0.02'1b 
1.99'11> 1.99'11. 1.99'1(, 1.99% 

2.115% 2.11% 2.68'1b 3.50'1b 

42.23% 42.23% 42.23% 42.23% 

6.74% 4.99% 6.34% 8.29'Mo 

4,339.974 2,4115,997 270,507 1,379,462 
6.74% 6.74% 6.74% 6.74% 

292,514 166,206 18,232 92,976 

209.901 101.052 12,625 75,731 

82,613 65,156 5,607 17,244 
1.6322 1.6322 1.6322 1.6322 

134,841 106,346 9,151 28,146 

950,684 520,115 61,284 298,841 

1,0115,505 626,463 70,416 328,987 
(42.895! !30,466) p,310! !8,165) 

1,042,610 595,1197 67,105 318,822 

0.87 0.82 0.86 0.91 

LS 

IS ENERGY 

1.90'11. 1.90% 
0;01% 0.01% 
O.OOo/o O.OOo/o 

0.06% O.OS'Ib 

O.OOo/o O.OOo/o 

0.02'111 0.02% 
1.99'Yo 1.99'11> 

7.96% 4.43% 

42.23% 42.23% 

18.B!i'lb 10.49% 

95,512 20,712 
6.74% 6.74% 

6,436 1,398 

9,502 1 330 

(3,084) 66 
1.6322 1.6322 

(5,002) 108 

29,054 5,825 

24,052 5,933 
!516) !358! 

23,536 5,575 

1.21 0.98 

Docket No. 1300.1 
HUA 12 CP 1/13th AD+ MDS 

Exhibit SJB-4, Page 
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LS ALLOC 
FACIUTIES FACTOR 

1.90'11. 
0.01% 
O.OOo/o 

O.OS'Ib 
O.OOo/o 

0.02% 
1.99'1b 

6.97'1b 

42.23% 

18.61% 

107,783 
6.74% 

7,265 

9,661 

(2,398) 
1.6322 

p.911l 

35,564 

31.653 
!80! 

31,573 

1.12 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY NO. 90 

PAGE 1 OF 1 

FILED: JULY 5, 2013 

Regarding Ashburn at 30:25-32:3. Please provide a detailed explanation 
of your reasons for proposing the use of the MDS costing methodology 
only if the commission adopts the 12 CP and 50% AD methodology for 
allocating the cost of production plant. Your answer should explain why 
you believe it is appropriate to use the MDS costing methodology in 
connection with the 12 CP and 50% AD methodology for allocating the 
costs of production plant but not using the MDS cost of methodology if the 
Commission requires the use of the 12 CP and 1/13th AD methodology for 
allocating the cost of production plants. 

Witness Ashburn did not intend for the referenced testimony to be 
interpreted as saying that the MDS costing methodology is to be employed 
only if the Commission adopts the 12 CP and 50% AD methodology for 
allocating the cost of production plant. Witness Ashburn recognizes that 
MDS relates to the allocation of distribution costs and the 12 CP and 50% 
AD methodology relates to the allocation of production capacity costs . 
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(A) 

Casto! 
lite Rale Class Service 

1 I. Residential (RS,RbVP) s 595,997 s 
2 
3 IL General s.w:a 
4 NOIHlemand (GS, TS) 67,105 
5 
6 
7 Sub-Total: I. +II. s 663,102 
8 
9 
10 IU. General Service 
11 Demend (GSO, SBF) 318,822 
12 
13 IV. lntemlfllillle SarW:e (IS) 23,536 
14 
15 
16 Sub-Total: IU. +IV. 342,358 
17 
18 
19 v. I...Qhli1g(l.S-1) 
20 A. - Enecgy 5,575 
21 8.-Faclllies 31,573 
22 
23 
24 Talal 1,54i,608 $ 

• 

TAMPA ELECTRIC COMPANY 
HUA DEVELOPMENT OF PROPOSED (TARGET) BASE REVENUE INCREASE BY RATE CLASS 

(9) 

Prasenl 
Base 

Rewnue 

489,649 

57,954 

547,604 

290,676 

28,538 

319,213 

5,467 
35,484 

907,769 

TEST PERIOD: PROJECTED CALENDAR YEAR 2014 
COST OF SERVICE: 12 CP & 1113th AD; IINIMUM DISTRIBUTION SYSTEM (MDS) 

(C) (D) 

Proposed 
Base Additional 

Revenue Rewooe 
Deftlelency � 
(A)-(9) 

s 106,348 s 1,049 

9,151 s 115 
-------

s 115,498 s 1,164 

28,146 

(5,002) 

23,145 23 

108 s 
(3,911) s 

($000) 

(E) (F) 

I Net Base Rev. Deficiency I 
s % 

(C)-(0) � 

s 105,299 21.50% 

s 9,035 15.59% 

s 114,334 20.88% 

------

s 23,121 7.24% 

$ 101 1.86% 
s (3,911) -11.02'11. 

"'$134,839 T"T.194 � 14.72% 
-==-=- s:=-=- =-===-: -=-

(G) (H) (I) 

Increase HUA ProJ!DIId Base Revenue Increase 
@TECO 

$134 milion lnC1888e Present TolaiRevanue 
s s Base Rev. lnd..clau&es 

(H) I (B) (H)IT at.Rev. 

s 111,083 $ 24,480 4.47% 2.45% 

s 22,464 $ 4,951 1.55% 0.69% 

s 99 $ 22 0.40% 0.14% 
0 0 0% 0% 

s 133,645 29,452 3.24% t66i4 

Docket No. 130 • 
HUA Proposed Revenue lncr 

Exhibit SJB-6, Page 

(J) (K) (1.) (1.) 

Targel 
Proposed Unbiled Proposed 

Base Rewnue BlladBase 
Revenue Change Revenue 
(B)+(G) (J)- (K) 

s 572,084 s (13) s 5n,097 

s 324,164 s (9) s 324,173 

s 5,489 s s 5,489 
s 35,484 s s 35,484 

$ 937]21 s (22) 937,i43 
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PRESENT 

UNITS RATES 

GSD SECONDARY 

Ba•lc Service Charge 133,380 57.00 

Energy Olarge 4,227,035 15.83 

Demand Olarge 11,304,861 SAl 

Delivery Voltage Credit 
Emergency Relay Charge 394,900 0.60 

Power Factor Charge 13,652 2.00 

Power Factor Credit 26,197 (1.00) 

Meterln& Voltqe Credit 
Total Bue Revenue 

GSDPRIMARY 

Basic Service Olarge 698 130.00 

Energy Charge 269,403 15.83 

Demand Olarge 664,406 8.41 

Delivery Volta&e Credit 616,657 (0.73) 

Emergency Relay Charge 183,567 0.60 

Power Factor Charge 6,392 2.00 

Power Factor Credit 13,756 (1.00) 

Meterine Voltase Credit ·1" 

Total Bue Revenue 

GSDT SECONDARY 

Basic Service Charge 10,897 57.00 

Energy Charge - On-Pk 484,173 28.98 

EneriiY Charge • Off-Pk 1,349,819 10.46 

Demand Olarge - BHIIn& 3,520,497 2.84 

Demand Olarge ·Peak 3,395,235 5.57 

Delivery Valtase Credit 

• 
Emer&encv Relay Charge 665,384 0.60 

Power Factor Charge 23,014 2.00 

Power Factor Credit 78,197 (1.00) 

Meterins Voltage Credit 0% 

Total Base Revenue 

GSDT PRIMARY 

Basic Service Charge 651 130.00 

Energy Charge • Or>-Pk 233,926 28.98 

Energy Charge· Off·Pk 638,923 10.46 

Demand Olarge - BIIU1111 1,635,266 2.84 

Demand Charge- Peak 1,585,799 5.57 

Delivery Voltaae Credit 1,374,995 (0.73) 

Emergency Relay Charge 751,104 0.60 

Power Factor Charge 17,812 2.00 

Power Factor Credit 41,203 (1.00) 

Meterln& Voltaae Credit ·1" 

Total Ba•e Revenue 

GSDT SUBTRANSMISSION 

Bull: Sentk:e Charge 25 930.00 

Energy Charge • On-Pk 298 28.98 

Enel'l'( Charge • Off·Pk 902 10.46 

Demand Olarge- Billing 1,183 2.84 

Demand Charge- Peak 1,080 5.57 

Delivery Voltage Credit 7,640 (L16) 

Emergency Relay Charge 0.60 

Power Factor Olarge 686 2.00 

Power Factor Credit (1.00) 

Metering Voltage Credit -2" 

Total Base Revenue 

Total GSD/GSDT Base Revenue 

• 

HUA Proposed GSD Rate Design 
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HUA PROPOSED TECO PROPOSED 

PRESENT PROPOSED PROPOSED " " 

REVENUES RATES REVENUES Chanp Change 

7,602,660 30.00 4,001,400 -47.4" -47A" 

66,913,964 15.15 64,039,580 -4.3" 15.5" 

95,073,881 10.80 122,092,499 28.4" 13.0% 

236,940 0.66 260,634 10.0% 10.0% 

27,304 2.00 27,304 0.0" 0.0% 

(26,197) (1.00) (26,197) 0.0% 0.0% 

169,828,552 190,395,220 12.1" 11.3" 

90,740 130.00 90,740 0.0% 0.0% 

4,264,649 15.15 4,081,455 -4.3% 15.5" 

s;ss7,654 10.80 7,17S,585 28.4" 13.0% 

(450,160) (0.80) (492,279) 9.4% 9.4" 

110,140 0.66 121,154 10.0" 10.0% 

12,784 2.00 12,784 0.0% 0.0% 

(13,756) (1.00) (13,756) 0.0% 0.0% 

(95,113) ·1" (108,849) 14.4" 14.3" 

9,506,939 10,866,834 14.3" 14.1" 

621,129 30.00 326,910 -47.4% -47A" 

14,(131,334 29.01 14,_045,859 0.1% 38.0% 

14,119,107 9.60 12,958,262 -8.2" -8.2% 

9,998,211 3.23 11,371,205 13.7" 13.7" 

18,911,459 7.57 25,701,929 35.9" 12.6" 

399,230 0.66 439,153 10.0% 10.0% 

46,028 2.00 46,028 0.0% 0.0% 

(78,197) (1.00) (78,197) 0.0% 0.0% 
0" 

58,048,301 64,811,150 11.7% 13.2" 

84,630 130.00 84,630 0.0% 0.0" 

6,779,175 29.01 6,786,193 0.1" 38.0% 

6,683,135 9.60 6,133,661 -8.2" -8.2% 

4,644,155 3.23 5,281,909 13.7% 13.7% 

8,832,900 7.57 12,004,498 35.9" 12.6" 

(1,003,746) (0.80) (1,097,662) 9.4" 9.4" 

450,662 0.66 495,n9 10.0% 10.0% 

35,624 2.00 35,624 0.0% 0.0% 

(41,203) (1.00) (41,203) 0.0% 0.0% 

(263,807) ·1" (295,987) 12.2" 14.1" 

26,201,526 29,387,391 12.2% 14.1" 

23,250 990.00 24,750 6.5" 6.5" 

8,636 29.01 8,645 0.1" 38.0% 

9,435 9.60 8,659 -8.2" -8.2" 

3,360 3.23 3,821 13.7" 13.7" 

6,016 7.57 8,176 35.9" 12.6" 

(8,862) (2.50) (19,103) 115.6" 115.6% 

0.66 
1,372 2.00 1,372 0.0% 0.0% 

(1.00) 
(399) ·2" (231). -42.0% -32.7% 

42,807 36,088 -15.7% ·11A" 

263,628,125 295,496,684 12.1" 12-1" 
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I. QUALIFICATIONS AND SUMMARY 

Please state your name and business address. 

My name is Richard A. Baudino. My business address is J. Kennedy and Associates, 

Inc. ("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, 

Georgia 30075. 

What is your occupation and by whom are you employed? 

I am a consultant with Kennedy and Associates. 

Please describe your education and professional experience. 

I received my Master of Arts degree with a major in Economics and a minor in 

Statistics from New Mexico State University in 1982. I also received my Bachelor 

of Arts Degree with majors in Economics and English from New Mexico State in 

1979. 

I began my professional career with the New Mexico Public Service Commission 

Staff in October 1982 and was employed there as a Utility Economist. During my 

employment with the Staff, my responsibilities included the· analysis of a broad range 

of issues in the ratemaking field. Areas in which I testified included cost of service, 

rate of return, rate design, revenue requirements, analysis of sale/leasebacks of 

generating plants, utility fmance issues, and generating plant phase-ins. 

In October 1989, I joined the utility consulting firm of Kennedy and Associates as a 

Senior Consultant where my duties and responsibilities covered substantially the 
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same areas as those during my tenure with the New Mexico Public Service 

Commission Staff. I became Manager in July 1992 and was named Director of 

Consulting in January 1995. Currently, I am a consultant with Kennedy and 

Associates. 

Exhibit No. __ (RAB-1) summarizes my expert testimony experience. 

On whose behalf are you testifying? 

I am testifying on behalf of the WCF Hospital Utility Alliance ("HUA"). 

What is the purpose of your Direct Testimony? 

The purpose of my direct testimony is to address the allowed return on equity and 

capital structure for ratemaking purposes for Tampa Electric Company ("Tampa 

Electric" or "Company"). 

Please summarize your Direct Testimony. 

I recommend that the Florida Public Service Commission ("Commission") approve a 

rate of return on equity ("ROE") for Tampa Electric of 9.30%. This 

recommendation is based on the results from my Discounted Cash Flow ("DCF") 

analyses for a comparison group of electric companies that has similar bond ratings 

to Tampa Electric. I also employed the Capital Asset Pricing Model ("CAPM"), but 

did not directly incorporate the results into my recommendation. In my opinion, a 

return on equity of 9.30% is a reasonable, even generous, estimate of the required 

return on equity for an electric company such as Tampa Electric. As I will 
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demonstrate in the following sections of my testimony, the market evidence I have 

2 examined supports my ROE recommendation. 

3 I also recommend that the Commission reject the return on equity recommendation 

4 of 11.25% of Mr. Robert Hevert, witness for Tampa Electric. As I will demonstrate 

5 in Section IV of my Direct Testimony, Mr. Hevert's analyses systematically overstate 

6 the current investor required ROE for Tampa Electric. 

7 Q. What exhibits are you sponsoring as a part of your Direct Testimony? 

8 A. I am sponsoring the following exhibits as a part of my Direct Testimony: 

9 Exhibit No. _(RAB-1)- Resume and Testimony Experience of Richard A Baudino 

10 Exhibit No. _(RAB-2)- Historical Bond Yields 

11 Exhibit No. _(RAB-3)- FOMC June 19, 2013 Press Release 

12 Exhibit No. _(RAB-4)- Historical Daily VIX Values 

13 Exhibit No. _(RAB-5)- Excerpts from TECO Energy Dec. 31,2012 SEC 10-K 

14 Exhibit No. _(RAB-6) - Excerpts from TECO Energy Investor Presentations 

15 Exhibit No. _(RAB-7) - Tampa Electric Discovery Responses 

16 Exhibit No. _(RAB-8) - Comparison Group Dividend Yield Calculations 

17 Exhibit No. _(RAB-9) - Comparison Group Growth and DCF ROE Calculation 

18 Exhibit No. _(RAB-10)- CAPM ROE Analysis - Comparison Group 

19 Exhibit No. _(RAB-11) - CAPM Analysis - Historic Market Premium 

20 II. REVIEW OF ECONOl\flC AND FINANCIAL CONDITIONS 

21 
22 

Q. ' Mr. Baudino, what has the trend been in long-term capital costs over the last 
few years? 
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Exhibit No. _{RAB-2) presents a graphic depiction of the trend in interest rates 

from January 2002 through May 2013. The interest rates shown in this exhibit are 

for the 20-year U.S. Treasury Bond and the average public utility bond from the 

Mergent Bond Record. Exhibit No. _{RAB-2) shows that the yields on long-term 

Treasury and utility bonds have declined substantially since early 2002. For 

example, the average public utility bond yield in January 2002 was 7.69% and the 

20-year Treasury Bond yield was 5.69%. As of May 2013 the average public utility 

bond yield was 4.24% and represents a decline of 345 basis points, or 3.45% from 

January 2002. Likewise, the 20-year Treasury bond declined to 2.73% in May 2013, 

a decline of 2.96% from January 2002. Interest rates during 2013 have been at 

historically low levels. 

In 2008, world financial markets experienced tumultuous changes and volatility not 

seen since the Great Depression. As noted in the SBBI 2009 Yearbook, both large 

and small company stocks declined around 37% for the year. 1 Investors, in a flight 

to quality and safety, also pulled their funds out of those corporate bonds that were 

perceived to be higher risk and invested in the safety of Treasury securities. The 

2009 SBBI Yearbook reported that long-term Treasury Bonds returned 25.87% 

during 2008, while long-term corporate bonds returned 8.78%. Thus, bonds 

significantly outperformed stocks in 2008. The stocks of electric utilities did not fare 

well during the financial market upheaval of 2008. The Dow Jones Utility Average 

2009 Ibbotson SBBI Classic Yearbook, Morningstar, page ll. 
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was down from its opening level in January 2008 of 532.50 to 370.76 at the end of 

December, a decline of 30.4%. This decline was smaller than the decline in the 

overall stock market. Utility bond yields also increased significantly during the year, 

rising from 6.08% in January to a high of 7.80% in November. As investors flocked 

to the safety of Treasury securities, the yield spread between long-term Treasury 

securities and the index of public utility bonds widened from 1.73% in January to 

3.69% in December, the highest spread during the entire period shown in Exhibit No. 

_{RAB-2). 

In 2009 and continuing through 2012, utility bond yields fell significantly from 

November 2008 levels, as did the spread between public utility bond yields and long-

term Treasuries. The average utility bond yield in December 2012 was 4.1 %, a 

decline of 370 basis points, or 3.70%, from November 2008. At the end of December 

2012 the yield spread between utility bonds and the long-term Treasury bond 

declined to 1.63%. This is much closer to the historical spread. 

On June 19, 2013, the Federal Reserve issued a Federal Open Market Committee 

("FOMC") press release indicating that it intended to extend what has been termed 

"Operation Twist." This refers to the Federal Reserve maturity extension program 

whereby the Federal Reserve redeems or sells shorter-term treasury securities and 

uses the proceeds to buy longer-term securities. In its press release, the Federal 

Reserve stated: 

To support a stronger economic recovery and to help ensure 
that inflation, over time, is at the rate most consistent with its 
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dual mandate, the Committee decided to continue purchasing 
additional agency mortgage-backed securities at a pace of $40 
billion per month and longer-term Treasury securities at a pace 
of $45 billion per month. The Committee is maintaining its 
existing policy of reinvesting principal payments from its 
holdings of agency debt and agency mortgage-backed 
securities in agency mortgage-backed securities and of rolling 
over maturing Treasury securities at auction. Taken together, 
these actions should maintain downward pressure on longer­
term interest rates, support mortgage markets, and help to 
make broader ·financial conditions more accommodative. 
[Exhibit No. _(RAB-3) at p. 1]. 

By reducing the supply of longer-term Treasury securities, the prices of these 

securities will rise, putting downward pressure on long-term interest rates. 

Please compare current financial market conditions with the conditions that 
were present in Tampa Electric's last rate case, Docket No. 080317-EI. 

Tampa Electric's last rate case began in August 2008 and the Commission issued its 

Final Order on Apri\ 30, 2009. As I stated earlier, the latter part of 2008 was marked 

by a severe fmancial crisis. In 2009 the financial markets began to slowly recover 

from the tumultuous volatility and substantial losses sustained in 2008 and the 

country had fallen into a deep recession. The yield on the average public utility bond 

was 6.48% in August 2008 and by the time the Commission issued its Final Order, 

that bond yield had risen to 6.9%. The Commission noted on page 47 of its Order 

that the witnesses in the case recognized that the economy was not in a "normal or 

stable state. "2 The Commission authorized an ROE of 11.25% with a range of plus 

Order No. PSC-09-0283-FOF-EI, In re: Petition for rate increase by Tampa Electric Co., Docket No. 

080317-EI, at p. 47 (issued Apr. 30, 2009) . 
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Since 2009, fmancial markets have recovered from the tumult of 2008 and interest 

rates are near historic lows. The Dow Jones Utility Average, which closed at 334.20 

in April2009, closed at 482.16 as of May 30, 2013, a rise of approximately 44%. 

In addition the Chicago Board of Options Exchange ("CBOE") VIX index, a well-

known measure of stock market volatility has declined significantly since 2009. At 

the end of April2009 the VIX stood at 36.5. At the end of June 2013, the VIX stood 

at 16. 8 6, indicating far less stock market volatility at the time of this proceeding vis-

a- vis Tampa Electric's last rate case. Exhibit No. __ (RAB-4) 

What does this suggest for the return on equity in this proceeding? 

It suggests that the ROE in this case should be considerably lower than in Tampa 

Electric's last rate case. My ROE analysis in the next section of my testimony 

supports this conclusion. 

How does the investment community regard the electric utility industry as a 
whole? 

The June 21, 2013 Value Line report on the Electric Utility (Central) group of 

companies noted the following regarding the effect of the current low interest rate 

environment on electric utilities: 

Since mid-May, the prices of most electric utility stocks have 
declined, while the Value Line Composite Average is almost 
unchanged. Even so, most electric utility issues are up solidly 
year to date, and are still trading within their 2016-2018 
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Target Price Ranges. Historically, this is an indication that 
these equities are expensively priced. Income-oriented 
investors don't have a lot of options, with money market and 
savings instruments having such low yields. They must be 
cognizant of the market risks they are assuming when they 
purchase stocks for their generous dividends. 

Briefly describe Tampa Electric Company. 

Tampa Electric is a wholly owned electric operating subsidiary of TECO Energy, 

Inc. ("TECO Energy"). According to TECO Energy's 2012 10-K Report, during 

calendar year 2012, Tampa Electric generated $1,981.3 million in revenues, 48% 

derived from residential sales, 31% from commercial sales, 9% from industrial sales, 

and 12% from other sources, including bulk power and sales for resale. Exhibit No. 

__ (RAB-5) at p. 5. Tampa Electric derives 61% of its generation from coal and 

39% from natural gas. The Company's owned generating units supply 94% of total 

system load requirements, with the remaining 6% coming from purchased power. 

Exhibit No. __ (RAB-5) at p. 6. 

Tampa Electric's "[f]uel, purchased power, conservation and certain environmental 

costs are recovered through levelized monthly charges established pursuant to the 

[Commission's] cost-recovery clauses." Exhibit No. __ (RAB-5) at p. 9. 

According to TECO Energy's 2012 10-K, "Tampa Electric expects that the costs to 

comply with new environmental regulations would be eligible for recovery through 

the [environmental cost recovery clause]." Exhibit No. __ (RAB-5) at p. 8. 

Tampa Electric expects to undertake capital investments from 2013 through 2017 
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totaling approximately $2.3 billion. Exhibit No. _ (RAB-7) at p. 7. These 

expenditures will support system growth and reliability, environmental compliance 

and computer system improvements. 

What are the curr�nt bond ratings for Tampa Electric? 

Tampa Electric's senior unsecured bond ratings are currently A3 from Moody's 

Investor's Services ("Moody's") and BBB+ from Standard and Poor's ("S&P"). 

Both of these rating agencies have stable ratings outlooks for the Company. 

In its Credit Opinion dated May 30, 2013, Moody's noted the following ratings 

drivers for Tampa Electric: 

• Supportive Florida regulatory framework that provides timely recovery of 

prudently incurred costs and investments. 

• Strong credit metrics elevated by bonus depreciation. 

• Sizeable increase in capital expenditures funded through debt and parent 

contributions. 

• Solid liquidity profile. 

In its Summary Analysis dated June 17, 2013; S&P assigned Tampa Electric an 

excellent business risk profile and a significant financial risk profile. With respect to 

business risk, S&P's ratings scale ranges from vulnerable to excellent, meaning that 

Tampa Electric is at the top of the scale. S&P stated that Tampa Electric's excellent 

business risk reflects monopolistic, rate-regulated electric and gas businesses that 

provide an essential service. S&P also stated: 
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Tampa Electric Co.'s service territory has faced a strong 
downturn due to the slowed economy and depressed housing 
market. However, recent housing statistics and state 
unemployment rates signal a slow but recovering economy. 
Although historically high growth rates seen in the past in 
these areas may take some time to come back, Florida 
continues to offer attractive incentives that should favor its 
economy. 

With respect to "significant" financial risk, S&P noted that Tampa Electric's 

financial profile "reflects the consolidated financial measures of its parent, TECO 

Energy." S&P's ratings scale ranges from "highly leveraged" to "minimal". 

TECO Energy's Chief Executive Officer ("CEO") stated in a May 2012 presentation 

that "TECO Energy expects to generate significant free cash flow after dividends for 

the next several years", there were "[n]o significant TECO Energy debt maturities 

until 2015", and TECO Energy expects "cash generation to retire 2015 debt." 

Exhibit No. __ (RAB-6) at p. 12. In addition, Schedule D-4a, page 2, of Tampa 

Electric's MFRs show that Tampa Electric will not have any long term debt maturing 

until April, 2016. 

According to S&P's June 17, 2013 Summary Analysis, TECO Energy has 

announced that "it had entered into a stock purchase agreement to acquire New 

Mexico Gas Co." S&P's assessment of Tampa Electric's financial risk "previously 

assumed that the proceeds from [TECO Energy's sale of its] Guatemala assets would 
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be used for reduction of debt" but now S&P' s assessment "assumes that this cash 

2 will be used for the acquisition" of New Mexico Gas Co. 

3 

4 Additionally, Witness Callahan noted on page 22 of her testimony that the 

5 Regulatory Research Associates ("RRA") ranked the Commission as "Above 

6 Average 3" on a scale that runs from Above Average 1 to Below Average 3. As 

7 such, there are only three state/district regulatory bodies out of the 51 jurisdictions 

8 evaluated by RRA that have a better ranking than the Commission. Exhibit No. 

9 __ (SWC-1), Document No. 9 (Alabama, Virginia, and Wisconsin). Notably, the 

10 rankings "are intended to be comparative in nature" and are based on a curve so that 

11 the majority of jurisdictions receive a ranking of Average 2. Exhibit No . 

• 12 (RAB_7) at pp. 20-21. 
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Mr. Baudino, what is your conclusion regarding the financial health and overall 
risk of Tampa Electric? 

Since its last rate proceeding before the Commission, the Company has had low cost 

access to capital markets for its construction program and for other corporate 

purposes. Tampa Electric spent approximately $1.476 billion on capital 

expenditures from 2009 through 2012. Exhibit No. __ (RAB-7) at p. 1. During 

that time, Tampa Electric (1) entered a debt exchange in December 2010 with a 

principal amount of approximately $232 million, maturing in approximately 11 

years, at a coupon rate of 5.4%, (2) issued $250 million of 30-year bonds in June 

2012 at a coupon rate of 4.10% and (3) issued $225 million of 10-year bonds in 

September 2012 at a coupon rate of 2.60%. MFR Schedule D-4a at p. 3. 
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Tampa Electric also benefits from several Commission-approved cost recovery 

clauses that reduce its business and financial risk profiles and help stabilize its 

revenues and earnings. Its bond ratings currently enjoy a stable credit outlook from 

Moody's and S&P. Overall Tampa Electric remains an electric utility with solid 

financial health and an excellent business risk position. 

As I described earlier in my testimony, current interest rates are at or near historic 

lows. This suggests a much lower return on equity, other things equal, for Tampa 

Electric than the Commission approved in Docket No. 080317-EI. 

III. DETERMINATION OF FAIR RATE OF RETURN 

Please describe the methods you employed in estimating a fair rate of return for 
Tampa Electric. 

I employed a Discounted Cash Flow ("DCF") analysis for a group of comparison 

electric companies to estimate the cost of equity for the Company's regulated electric 

operations. I also employed several Capital Asset Pricing Model ("CAPM") 

analyses using both historical and forward-looking data. 

What are the main guidelines to which you adhere in estimating the cost of 
equity for a firm? 

Generally speaking, the estimated cost of equity should be comparable to the returns 

of other firms with similar risk and should be sufficient for the firm to attract capital. 

These are the basic standards set out by the United States Supreme Court in Federal 

Power Comm'n v. Hope Natural Gas Co., 320 U.S. 591 (1944) ("Hope") and 
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Bluefield W. W. & lmprov. Co. v. Public Service Comm'n, 262 U.S. 679 (1922) 

("Bluefield"). 

From an economist's perspective, the notion of "opportunity cost" plays �vital role 

in estimating the return on equity. One measures the opportunity cost of an 

investment equal to what one would have obtained in the next best alternative. For 

example, let us suppose that an investor decides to purchase the stock of a publicly 

traded electric utility. That investor made the decision based on the expectation of 

dividend payments and growth over time; however, that investor's opportunity cost 

is measured by what she or he could have invested in as the next best alternative. 

That alternative could have been another utility stock, a utility bond, a mutual fund, a 

money market fund, or any other number of comparable investment vehicles. 

The key determinant in deciding whether to invest, however, is based on 

comparative levels of risk and expected return. Our hypothetical investor would not 

invest in a particular electric company stock if it offered a return lower than other 

investments of similar risk. The opportunity cost simply would not justify such an 

investment. Thus, the task for the rate of return analyst is to estimate a return that is 

equal to the return being offered by other risk-comparable firms. 

What are the major types of risk faced in holding the stock of utility 
companies? 

In general, risk associated with the holding of common stock can be separated into 

three major categories: business risk, financial risk, and liquidity risk. Business risk 
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refers to risks inherent in the operation of the business. Volatility of the firm's sales, 

long-term demand for its product(s}, and quality of management are several factors 

that affect business risk. The quality of regulation at the state and federal levels also 

plays an important role in busip.ess risk for regulated utility companies. 

Financial risk refers to the impact on a firm's future cash flows from the use of debt 

in the capital structure. Interest payments to bondholders represent a prior call on the 

firm's cash flows and must be met before income is available to the common 

shareholders. Other things being equal, as the percentage of debt interest to total 

income increases, so does the fmancial risk. 

Liquidity risk refers to the ability of an investor to quickly sell an investment without 

a substantial price concession. The easier it is for an investor to sell an investment 

for cash, the lower the liquidity risk will be. Stock markets, such as the New York 

and American Stock Exchanges, help ease liquidity risk substantially. Investors who 

own stocks that are traded in these markets know on a daily basis what the market 

prices of their investments are and that they can sell these investments fairly quickly. 

Many electric utility stocks are traded on the New York Stock Exchange and are 

considered liquid investments. 

Are there any sources available to investors that quantify the risks facing a 
company? 

Yes. Bond and credit ratings are tools that investors use to assess the risk 

comparability of firms. Bond rating agencies such as Moody's and S&P perform 
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detailed analyses of factors that contribute to the risk of a particular investment. The 

2 end result of their analyses is a bond and/or credit rating that reflects these risks. 

3 These ratings are widely available and relied upon by investors. 

4 Discounted Cash Flow ("DCF') Model 
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Please describe the basic DCF approach. 

The basic DCF approach is rooted in valuation theory. It is based on the premise that 

the value of a financial asset is determined by its ability to generate future net cash 

flows. In the case of a common stock, those future cash flows generally take the 

form of dividends and appreciation in stock price. The value of the stock to 

investors is based on the discounted present value of future cash flows to the 

investor. The general equation then is: 

Where: 

R R R R 
V= + + + . . ·---

(l+r) (1+r)2 (1+r)3 (l+r)n 

V = asset value 
R = yearly cash flows 
r = discount rate 

This is no different from determining the value of any asset from an economic point 

of view; however, the commonly employed DCF model makes certain simplifying 

assumptions. One is that the stream of income from the equity share is assumed to 

be perpetual; that is, there is no salvage or residual value at the end of some maturity 

date (as is the case with a bond). Another important assumption is that financial 

markets are reasonably efficient; that is, they correctly evaluate the cash flows 
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relative to the appropriate discount rate, thus rendering the stock price efficient 

relative to other alternatives. Finally, the model I employ also assumes a constant 

growth rate in dividends. The fundamental relationship employed in the DCF 

method is described by the formula: 

Where: D 1 = the next period dividend 
Po= current stock price 

g = expected growth rate 
k = investor-required return 

Under the formula, it is apparent that "k" must reflect the investors' expected return. 

Use of the DCF method to determine an investor-required return is complicated by 

the need to express investors' expectations relative to dividends, earnings, and book 

value over an infinite time horizon. Financial theory suggests that stockholders 

purchase common stock on the assumption that there will be some change in the rate 

of dividend payments over time. We assume that the rate of growth in dividends is 

constant over the assumed time horizon, but the model could easily handle varying 

growth rates if we knew what they were. Finally, the relevant time frame is 

prospective rather than retrospective. 

What was your first step in conducting your DCF analysis for Tampa Electric? 

My first step was to construct a comparison group of companies with a risk profile 

that is reasonably similar to Tampa Electric. Since Tampa Electric is a subsidiary of 

TECO Energy, it is not publicly traded, thus one cannot estimate a DCF cost of 
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equity on this company directly. It is necessary to use a group of companies that are 

similarly situated and have reasonably similar risk profiles to Tampa Electric. 

Please describe your approach for selecting a comparison group of electric 
companies. 

I used several criteria to select a comparison group. First, using the July 2013 issue 

of AUS Utility Reports, I selected electric companies whose bonds were rated 

Baa/BBB by either Moody's or S&P. Tampa Electric currently carries senior 

unsecured bond ratings of BBB+ from S&P and A3 from Moody's, so using the 

either/or criterion for a BBB/Baa rating assures that the companies in the comparison 

group carry bond ratings that are slightly below or similar to Tampa Electric. In fact, 

using a slightly lower Moody's bond rating than Tampa Electric's A3 rating suggests 

that my ROE analysis is conservative. 

From this group, I then eliminated companies that had recently cut or eliminated 

dividends, were recently or currently involved !n merger activities, or had recent 

experience with significant earnings fluctuations. Companies that did not pass these 

screens are not appropriate candidates to which one can apply the DCF formula 

because of unrepresentative market prices (in terms of companies that are merger 

candidates) or non-constant growth in earnings or dividends. I also eliminated any 

companies that had recently been or were currently being restructured in a significant 

way. These screens eliminated the following companies: 
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• El Paso Electric Company - resumed dividend payments in 2011 after several 

years of no dividends. 

• Entergy Corporation - pending sale of transmission assets to lTC 

Corporation. 

• FirstEnergy Corporation - unstable earnings per share in 2011 and 2012, 

reduced unregulated earnings. 

• NV Energy Inc. - pending acquisition by MidAmerican Energy Holdings 

Company. 

• OGE Energy Corp. - affect on stock price from formation of Master Limited 

Partnership with CenterPoint Energy. 

• PNM Resources - non-constant dividend and earnings growth rates from 

Value Line (12.5% and 12.0%, respectively). 

• TECO Energy - pending purchase of New Mexico Gas Company. 

I also eliminated Ameren Corporation and Edison International from the group 

because Value Line noted that these companies are being affected by low power 

prices and/or activities associated with their merchant and unregulated generation 

assets.3 According to Value Line, Edison International is a different company in 

2013 than it was in 2012. Edison International booked a $5.11 per share loss from 

its discontinued unregulated power generating business. Likewise, Value Line 

Value Line Investment Survey, report for Ameren dated June 21, 2013 and for Edison International 
dated May 3, 2013. 
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reported that Ameren discontinued its merchant generation business and booked an 

$0.82 per share loss in the March quarter of 2013. Value Line currently forecasts 

negative earnings and book value growth rate for Ameren. 

Finally, I eliminated PG&E Corporation due to ongoing effects from a gas pipeline 

explosion.4 This uncertainty is affecting near-term earnings growth forecasts for 

PG&E. 

The resulting comparison group of 16 electric companies that I used in my analysis 

is shown in the table below. 

Value Line Investment Survey, report for PG&E dated May 3, 2013. 
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TABLE 1 
ELECTRIC UTILITY COMPARISON GROUP 

American Electric Power Co. 
Black Hills Corporation 
Cleco Corporation 
CMS Energy Corporation 
Consolidated Edison, Inc. 
Dominion Resources, Inc. 
Great Plains Energy Incorporated 
Hawaiian Electric Industries, Inc. 
Otter Tail Corp. 
Pepco Holdings, Inc. 
Pinnacle West Capital Corp. 
SCANA Corporation 
UIL Holdings Corporation 
UNS Energy Corp. 
Westar Energy, Inc. 
Wisconsin Energy Corporation 

S&P Moody's 

BBB 
BBB+ 
BBB 

BBB/BBB­
A-
A 

BBB/BBB­
BBB­

BBB-/BB+ 
A-/BBB+ 

BBB+ 
BBB+ 
BBB 

BBB­
BBB+ 

A-/BBB+ 

Baa2 
A3 

Baa2 
Baa2 

A3/Baa1 
Baa1 

Baa1/Baa2 
Baa2 
Baa2 

Baa1/Baa2 
Baa1 

Baa1/Baa2 
Baa2 
Baa2 

A3 
A2/A3 

What was your first step in determining the DCF return on equity for the 
comparison group? 

I first determined the current dividend yield, D1/Po, from the basic equation. My 

general practice is to use six months as the most reasonable period over which to 

estimate the dividend yield. The six-month period I used covered the months from 

January through June 2013. I obtained historical prices and dividends from Yahoo! 

Finance. The annualized dividend divided by the average monthly price represents 

the average dividend yield for each month in the period. 

The resulting average dividend yield for the group is 4.00%. These calculations are 

shown in Exhibit No. __ (RAB-8). 
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What was the range of monthly dividend yields during the six-month period?. 

Page 3 of Exhibit No. __ (RAB-8) shows that the monthly average yields for the 

comparison group ranged from 3.80% in April to 4.19% in January, with the most 

recent June yield being 4.11 %. In my opinion, the average six-month yield of 4.00% 

is a reasonable proxy for the current dividend yield in this case. 

Having established the average dividend yield, how did you determine the 
investors' expected growth rate for the electric comparison group? 

The investors' expected growth rate, in theory, correctly forecasts the constant rate 

of growth in dividends. The dividend growth rate is a function of earnings growth 

and the payout ratio, neither of which is known precisely for the future. We refer to 

a perpetual growth rate since the DCF model has no arbitrary cut -off point. We must 

estimate the investors' expected growth rate because there is no way to know with 

absolute certainty what investors expect the growth rate to be in the short term, much 

less in perpetuity. 

In this analysis, I relied on three major sources of analysts' forecasts for growth. 

These sources are the Value Line Investment Survey, Zacks, and Thomson Financial. 

Please briefly describe Value Line, Zacks, and Thomson Financial. 

The Value Line Investment Survey is a widely used and respected source of investor 

information that covers several thousand companies. It is updated quarterly and 

probably represents the most comprehensive of all investment information services. 

It provides both historical and forecasted information on a number of data elements. 
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Value Line neither participates in fmancial markets as a broker nor works for the 

utility industry in any capacity of which I am aware. 

Zacks is an investment service that gathers opinions from a variety of analysts on 

earnings growth forecasts for numerous firms including regulated electric utilities. 

The estimates of the analysts responding are combined to produce consensus average 

estimates of earnings growth. 

Like Zacks, Thomson Financial also provides investment research on numerous 

companies. Thomson also compiles and reports consensus analysts' forecasts of 

earnings growth. I obtained the Thomson Financial forecasts from Yahoo! Finance. 

Both Zacks and Thomson Financial provide five-year earnings growth forecasts, 

which I have used in my DCF analyses. 

Why did you rely on analysts' forecasts in your analysis? 

Return on equity analysis is a forward-looking process. Five-year or ten-year 

historical growth rates may not accurately represent investor expectations for 

dividend growth. Analysts' forecasts for earnings and dividend growth provide 

better proxies for the expected growth component in the DCF model than historical 

growth rates. Analysts' forecasts are also widely available to investors and by virtue 

of their continual updating and marketing by their sponsor obviously fill a market 

demand for such information. 
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How did you utilize your data sources to estimate growth rates for the 
comparison group? 

Exhibit No. __ (RAB-9) presents the Value Line, Zacks, and Thomson Financial 

forecasted growth estimates. These earnings and dividend growth estimates for the 

comparison group are summarized on Columns (1) through (5) of Exhibit 

No._(RAB-9). 

I also adjusted the Value Line dividend growth rate for Pinnacle West Capital Corp. 

to recognize 4 dividend payments in 2012, rather than the five declarations that were 

included by Value Line in the "Div'd Decl'd per sh" line in that Company's report. 

This reduced the three-year historical average dividends per share data that I used to 

calculate compound growth through the 2016 - 2018 time period. This had the effect 

of increasing the compound dividend growth rate from 2.0% to 3.62%. 

I also utilized the sustainable growth formula in estimating the expected growth rate. 

The sustainable growth method, also known as the retention ratio method, recognizes 

that the firm retains a portion of its earnings to fuel growth in dividends. These 

retained earnings, which are plowed back into the firm's asset base, are expected to 

earn a rate of return. This, in tum, generates growth in the firm's book value, market 

value, and dividends. 

The sustainable growth method is calculated using the following formula: 

Where: 

G=B*R 

G = expected retention growth rate 

B = the firm's expected retention ratio 

R = the expected return 
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In its proper form, this calculation is forward-looking. That is, the investors' 

expected retention ratio and return must be used in order to measure what investors 

anticipate will happen in the future. Data on expected retention ratios and returns 

may be obtained from Value Line. 

The expected sustainable growth estimates for the comparison group are presented in 

Column (3) on page 1 of Exhibit No. __ (RAB-9). The data came from the Value 

Line forecasts for the comparison group. 

How did you approach the calculation of earnings growth forecasts in this case? 

For purposes of this case, I looked at two different methods for calculating the 

expected growth rates for my comparison group. For Method 1, I calculated the 

average ·of all the growth rates for the companies in my comparison group using 

Value Line, Zacks, and Thomson. For Method 2, I calculated the median growth 

rates for my comparison group. The median value represents the middle value in a 

data range and is not influenced by excessively high or low numbers in the data set. 

The median growth rate for each forecast provides additional valuable information 

regarding expected growth rates for the group. 

I also excluded the Value Line earnings growth estimate of 21.50% for Otter Tail 

Corp. from the calculation of the average Value Line earnings growth estimate. 

Clearly, 21.50% is an anomalous percentage and would only serve to inflate the 

average earnings growth calculation for the comparison group. By way of 
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comparison, the next highest growth rate estimate for the companies in my 

2 comparison group in 12.0%. 

3 

4 The expected growth rates produced from these two methods fall in a range from 

5 3.31% to 5.95%. 
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How did you proceed to determine the DCF return on equity for the electric 
comparison group? 

To estimate the expected dividend yield (D1) for the group, the current dividend 

yield must be moved forward in time to account for dividend increases over the next 

twelve months. I estimated the expected dividend yield by multiplying the current 

dividend yield by one plus one-half the expected growth rate. 

I then added the expected growth rates to the expected dividend yield. The 

calculations of the resulting DCF returns on equity for both methods are presented on 

page 2 of Exhibit No. __ (RAB-9). 

Please explain how you calculated your DCF cost of equity estimates. 

Page 2 of Exhibit No. __ (RAB-9) presents the DCF results utilizing the two 

different methods I described earlier. Method 1 utilizes the average growth rates for 

the comparison group. I used the Value Line earnings and dividend growth forecasts 

and the consensus analysts' forecasts. The average for the comparison group is 

9.32% and the midpoint is 9.08%. 

Method 2 employs the median growth rates from Value Line, Zacks, and Thomson. 

The average DCF return on equity is 9.08% and the midpoint of the results is 8.73%. 
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1 Capital Asset Pricing Model 
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A. 

Briefly summarize the Capital Asset Pricing Model ("CAPM'') approach. 

The theory underlying the CAPM approach is that investors, through diversified 

portfolios, may combine assets to minimize the total risk of the portfolio. 

Diversification allows investors to diversify away risks specific to a particular 

company so that the investor is left only with market risk that affects all companies. 

Thus, the CAPM theory identifies two types of risks for a security: company-specific 

risk and market risk. Company-specific risk includes such events as strikes, 

management errors, marketing failures, lawsuits, and other events that are unique to 

a particular firm. Market risk includes inflation, business cycles, war, variations in 

interest rates, and changes in consumer confidence. Market risk tends to affect all 

stocks and cannot be diversified away. The idea behind the CAPM is that diversified 

investors are rewarded with returns based on market risk. 

Within the CAPM framework, the expected return on a security is equal to the risk-

free rate of return plus a risk premium that is proportional to the security's market, or 

non-diversifiable, risk. Beta is the factor that reflects the inherent market risk of a 

security and measures the volatility of a particular security relative to the overall 

market for securities. For example, a stock with a beta of 1.0 indicates that if the 

market rises by 15%, that stock will also rise by 15%. This stock moves in tandem 

with movements in the overall market. Stocks with a beta of 0.5 will only rise or fall 

50% as much as the overall market. So with an increase in the market of 15%, this 

stock will only rise 7.5%. Stocks with betas greater than 1.0 will rise and fall more 
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than the overall market. Thus, beta is the measure of the relative risk of individual 

securities vis-a-vis the market. 

Based on the foregoing discussion, the equation for determining the return for a 

security in the CAPM framework is: 

K = Rf + f3(MRP) 

Where: K = Required Return on equity 
Rf = Risk-free rate 
MRP =Market risk premium 
f3 =Beta 

This equation tells us about the risk/return relationship posited by the CAPM. 

Investors are risk averse and will only accept higher risk if they expect to receive 

higher returns. These returns can be determined in relation to a stock's beta and the 

market risk premium. The general level of risk aversion in the economy determines 

the market risk premium. If the risk-free rate of return is 3.0% and the required 

return on the total market is 15%, then the risk premium is 12%. Any stock's 

required return can be determined by multiplying its beta by the market risk 

premium. Stocks with betas greater than 1.0 are considered riskier than the overall 

market and will have higher required returns. Conversely, stocks with betas less than 

1.0 will have required returns lower than the market as a whole. 

In general, are there concerns regarding the use of the CAPM in estimating the 
return on equity? 
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Yes. There is some controversy surrounding the use of the CAPM.5 There is 

evidence that beta is not the primary factor in determining the risk of a security. 

Beta coefficients usually describe only a small amount of total investment risk. 

Finally, a considerable amount of judgment must be employed in determining the 

risk-free rate and market return portions of the CAPM equation. The analyst's 

application of judgment can significantly influence the results obtained from the 

CAPM. My past experience with the CAPM indicates that it is prudent to use a wide 

variety of data in estimating returns. Of course, the range of results may also be 

wide, indicating the difficulty in obtaining a reliable estimate from the CAPM. 

How did you estimate the market return portion of the CAPM? 

The first source I used was the Value Line Investment Analyzer, Plus Edition, for 

June 25, 2013. This edition covers nearly 7,000 stocks. The Value Line Investment 

Analyzer provides a summary statistical report detailing, among other things, 

forecasted growth in earnings and book value for the companies Value Line follows. 

I have presented these two growth rates and the average on page 2 of Exhibit 

No. __ (RAB-10). The average growth rate is 11.43%. Combining this growth rate 

with the average expected dividend yield of the Value Line companies of 0.71% 

results in an expected market return of 12.18%. The detailed calculations are shown 

on page 1 of Exhibit No. __ (RAB-10). 

For a more complete discussion of some of the controversy surrounding the use of the CAPM, refer to 
A Random Walk Down Wall Street by Burton Malkiel, pp. 206- 211, 2007 edition. 
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I also considered a supplemental check to this market estimate. Morningstar 

publishes a study of historical returns on the stock market in its Ibbotson SBBI 2013 

Valuation Yearbook. Some analysts employ this historical data to estimate the 

market risk premium of stocks over the risk-free rate. The assumption is that a risk 

premium calculated over a long period of time is reflective of investor expectations 

going forward. Exhibit No. __ {RAB-11) presents the calculation of the market 

return using the historical data. 

Please address the use of historical earned returns to estimate the market risk 
premium. 

The use of historic earned returns on the S&P 500 to estimate the current market risk 

premium is rather suspect because it naively assumes that investors currently expect 

historic risk premiums to continue unchanged into the future regardless of present or 

forecasted economic conditions. Brigham, Shome, and Vinson noted the following 

with respect to the use of historic risk premiums calculated using the returns as 

reported by Ibbotson and Sinquefield (referred to in the quote as "I&S"): 

There are both conceptual and measurement problems with 
using I&S data for purposes of estimating the cost of capital. 
Conceptual! y, there is no compelling reason to think that 
investors expect the same relative returns that were earned in 
the past. Indeed, evidence presented in the following sections 
indicates that relative expected returns should, and do, vary 
significantly over time. Empirically, the measured historic 
premium is sensitive both to the choice of estimation horizon 
and to the end points. These choices are essentially arbitrary, 
yet can result in significant differences in the fmal outcome. 6 

Brigham, E.F., Shome, D.K. and Vinson, S.R., ''The Risk Premium Approach to Measuring a Utility's Cost 
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In summary, the use of historic earned returns should be viewed with a great deal of 

caution. There is no real support for the proposition that an unchanging, 

mechanically applied historical risk premium is representative of current investor 

expectations and return requirements. 

How did you determine the risk free rate? 

I used the average yields on the 20-year Treasury bond and five-year Treasury note 

over the six-month period from January through June 2013. The 20-year Treasury 

bond is often used by rate of return analysts as the risk-free rate, but it contains a 

significant amount of interest rate risk. Interest rate risk is the inverse relationship 

between interest rates and prices. Generally, the longer the term of the bond, the 

more risk the investor assumes regarding changes in interest rates over time. The 

five-year Treasury note carries less interest rate risk than the 20-year bond and is 

more stable than three-month Treasury bills. Therefore, I have employed both of 

these securities as proxies for the risk-free rate of return. This approach provides a 

reasonable range over which the CAPM may be estimated. 

What is your estimate of the market risk premium? 

Exhibit No. __ (RAB-10), line 9 of page 1, presents my estimates of the market risk 

premium based on a DCF analysis applied to current market data. The market risk 

premium is 9.42% using the 20-year Treasury bond and 11.31% using the five-year 

Treasury bond. 

of Equity," Financial Management, Spring 1985, pp. 33-45. 
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2 Utilizing the historical Ibbotson data on market returns, the market risk premium 

3 ranges from 4.70% to 6.70%. This is shown on Exhibit No. __ (RAB-11). 

4 Q. 

5 A. 

How did you determine the value for beta? 

I obtained the betas for the companies in the electric company comparison group 

6 from most recent Value Line reports. The average of the Value Line betas for the 

7 electric group is . 71. 

8 Q. · Please summarize the CAPM results. 

9 A. The CAPM results using the 20-year and five-year Treasury bond yields and Value 

10 Line market return data range from 8.89% to 9.44%. Exhibit No._ (RAB-10) at 

11 p. 1, line 14. 

12 

13 The CAPM results using the historical Ibbotson data range from 6.10% to 7.52%. 

14 These results are shown on Exhibit No. __ (RAB-11). 

15 Conclusions and Recommendations 

16 Q. 
17 

18 A. 

Please summarize the cost of equity you recommend the Commission adopt for 
Tampa Electric. 

I recommend that the Commission adopt the DCF model I developed and the cost of 

19 equity estimates for the comparison group of electric utility companies that I 

20 compiled. The results for the electric company comparison group using the constant-

21 growth DCF model and the expected growth rate forecasts ranged from 8.73% to 
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9.32%. Based on this range of results, I recommend that the Commission adopt a 

9.30% return on equity for Tampa Electric in this proceeding, which is at the top end 

of reasonable returns established by these estimates of investor required ROEs. I 

offer this recommendation to the Commission as a just and reasonable estimate of 

investor return on equity requirements for an electric utility such as Tampa Electric. 

Finally, it should be noted that most of the CAPM results are significantly lower than 

the DCF results in this proceeding. This is especially the case with the historical 

formulation of the CAPM. I do not rely on the CAPM for my ROE 

recommendation, but these results suggest that my recommended ROE of 9.30% is 

generous based on current capital market conditions. 

12 Capital Structure and Weighted Cost of Capital 

13 Q. 

14 A. 

15 

16 

17 

18 Q. 
19 

20 A. 

21 

Did you review Tampa Electric's requested capital structure? 

Yes. The Company's requested capital structure and weighted cost of capital is 

presented in Schedule D-1A and is supported by the Direct Testimony of Tampa 

Electric witnesses Revert and Callahan. Tampa Electric's proposed equity ratio for 

purposes of this case is 54.2%. 

How does Tampa Electric's proposed level of equity compare to the equity 
levels for the companies in your comparison group? 

Tampa Electric's proposed level of equity is significantly higher than the average of 

the companies in my comparison group. Table 2 below presents the common equity 
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ratios for the comparison group. I obtained the data from the Value Line Investment 

Survey and from AUS Utility Reports, July 2013. 

TABLE 2 
COMPARISON GROUP C APITAL STRUCTURES 

1 American Electric Power Co. 
2 Black Hills Corporation 
3 Cleco Corporation 
4 CMS Energy Corporation 

5 Consolidated Edison, Inc. 
6 Dominion Resources, Inc. 
7 Great Plains Energy Incorporated 
8 Hawaiian Electric Industries, Inc. 
9 Otter Tail Corp . 

10 Pepco Holdings, Inc. 
11 Pinnacle West Capital Corp. 
12 SCANA Corporation 
13 UIL Holdings Corporation 
14 UNS Energy Corp. 
15 Westar Energy, Inc. 
16 Wisconsin Energy Corporation 

Average 

2012 
Value Line 
Common 

E9!ill:i 

49.4% 
56.8% 
54.4% 
31.6% 
54.1% 
38.2% 
54.4% 
53.1% 
54.4% 
52.7% 
55.4% 
45.6% 
41.1% 
37.7% 
48.8% 
48.0% 

48.5% 

AUS 
Common 

E9!ill:i 

45.0% 
49.5% 
53.1% 
30.1% 
49.8% 
33.4% 
46.1% 
47.4% 
54.6% 
42.3% 
53.0% 
43.7% 
38.9% 
37.0% 
45.7% 
44.9% 

44.7% 

Source: Value Line Reports 2013; AUS Utility Reports, July 2013 

It is clear from Table 2 that Tampa Electric's equity ratio greatly exceeds the average 

equity ratio of the comparison group. This suggests that Tampa Electric's lower 

fmancial risk relative to the comparison group should result in a lower required 

return on equity by investors in Tampa Electric. However, for purposes of this case, 

I will recommend an ROE for Tampa Electric consistent with the ROE results from 
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the comparison group. This underscores the reasonableness of my ROE 

recommendation for Tampa Electric in this proceeding. 

Please provide Tampa Electric's proposed capital structure and your 
calculation of its weighted cost of capital. 

Please refer to Table 3 below for the calculation of my recommended weighted cost 

of capital for Tampa Electric. Using the Company's requested capital structure, the 

weighted cost of capital is 5.91 %. 

TABLE3 
HUA ADJUSTED WEIGHTED COST OF CAPITAL 

Weighted 
Amount Pet . Cost Cost 

Long-Term Debt $1,525,392 35.15% 5.40% 1.90% 
Short-term Debt $24,646 0.57% 1.47% 0.01% 
Customer Deposits $112,864 2.60% 2.20% 0.06% 
Preferred Stock $0 0.00% 0.00% 0.00% 
Common Equity 1,833,899 42.26% 9.30% 3.93% 
AD IT 835,173 19.24% 0.00% 0.00% 
Tax Credits 7,999 0.18% 8.54% 0.02% 

Totals $4,339,973 100.00% 5.91% 
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IV. RESPONSE TO TAMP A ELECTRIC TESTIMONY 

Have you reviewed the Direct Testimony of Mr. Robert Hevert? 

Yes. 

Please summarize Mr. Hevert's testimony and approach to return on equity. 

Mr. Hevert employed three methods to estimate the investor required rate of return 

for Tampa Electric: (1) the constant growth DCF model, (2) the CAPM, and (3) the 

bond yield plus risk premium model. On page 19 of his Direct Testimony, Mr. 

Hevert explained that he relied on the results of the constant growth DCF model and 

considered the CAPM and risk premium approaches as "corroborating 

methodologies." Mr. He vert also devoted Section VII of his Direct Testimony to a 

discussion of business risks facing Tampa Electric. In Section VIII, Mr. Hevert 

included a discussion of current capital market conditions and analyzed yield spreads 

in support of his 11.25% ROE recommendation. 

With respect to the DCFmodel, Mr. Hevert developed a proxy group consisting of 

eleven companies using several selection criteria. His constant growth DCF results 

ranged from 8.80% to 13.19%. 

With respect to the CAPM, Mr. Revert's results ranged from 7.42% to 12.20%. 

Finally, Mr. Revert's formulation of the bond yield plus risk premium approach 

resulted in a ROE range of 10.23% to 10.76%. 
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Based on the results of his analyses and judgment, Mr. Revert recommended a ROE 

range for Tampa Electric of 10.50% to 11.50%, concluding that the cost of equity for 

Tampa Electric is 11.25% 

Please summarize your conclusions with respect to Mr. Hevert's ROE 

recommendation of 11.25%. 

Mr. Revert's analyses systematically overstated the investor required ROE for a 

regulated electric company such as Tampa Electric. 

First, Mr. Revert included proxy company growth rates that are excessive and 

unrepresentative of investor expected long-run growth rates for regulated electric 

utility companies like Tampa Electric. Adjusting Mr. Revert's DCF analysis to 

remove these excessive growth rates appreciably lowers his DCF ROE. 

Second, Mr. Revert's CAPM range of results is biased upward by using forecasted 

Treasury Bond yields. Forecasted bond yields are not appropriate for formulating a 

CAPM ROE. Instead, current market bond yields should be used because they 

reflect current investor expectations and market return requirements. Mr. Revert's 

CAPM results using the current Treasury Bond yield are similar to mine, although he 

should also have used the 5-year Treasury Bill as an appropriate proxy for the risk-

free rate of return. Mr. Revert also included a CAPM analysis using the Sharpe 

ratio, which is an inappropriate modification to the traditional CAPM analysis that 

should be rejected by the Commission. 
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Third, Mr. Hevert's bond yield plus risk premium analysis is also inflated by using 

forecasted bond yields. In addition, the risk premium method is far less precise that 

the DCF method, which uses current market data that are more reflective of investor 

required returns today. 

7 DCF Analyses 

8 Q. 

9 A. 

10 

• 11 

12 

13 

14 

15 Q. 

16 A. 

17 

18 Q. 
19 

20 A . 

• 21 Q. 

Please summarize Mr. Revert's approach to the DCF model and its results. 

Mr. Hevert began his DCF analysis with the selection of a proxy group of 

companies. Mr. Hevert discusses his approach and the selection criteria he used 

beginning on page 14 of his Direct Testimony. Mter applying these screening 

criteria, Mr. Hevert went on to eliminate Edison International and Integrys Energy 

Group. His fmal proxy group of eleven companies is presented on page 17 of his 

Direct Testimony. 

What are Mr. Revert's DCF ROE results using this proxy group? 

Mr. Hevert summarized his DCF results on pages 26 and 27 of his Direct Testimony. 

The proxy group results range from 8.80% to 13.19%. 

Do these ranges represent reasonable estimates of the investor-required roe for 
a company like Tampa Electric? 

No. Mr. Hevert's DCF results are significantly overstated. 

What is the main cause of Mr. Revert's overstatement of the DCF model? 
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The main cause is Mr. Hevert's inclusion of excessive earnings growth forecasts that 

significantly bias his DCF results upward. 

As I mentioned in Section III of my Direct Testimony, I omitted PNM Resources 

from my comparison group of electric companies. This is due to excessive, non-

constant earnings and dividend growth rates currently being forecasted by Value 

Line for PNM. Mr. Hevert's Exhibit No. _ (RBH-1), Document No. 2 clearly 

bears this out, with a Value Line earnings growth estimate of 16.00%. Including this 

growth rate in his DCF analysis biased his ROE result upward. 

This is also the case for Otter Tail Corp. Mr. Hevert included a Value Line earnings 

growth estimate of 24.0% in his DCF ROE calculations, again biasing his results 

substantially upward. 

Growth rates of 16% and 24% have no place in a DCF ROE analysis for regulated 

electric utilities. These growth rates are clearly the product of special circumstances 

with PNM Resources and Otter Tail and should be excluded from Mr. Hevert's 

analysis. Given the evidence concerning expected growth rates for my comparison 

group, 16% and 24% earnings growth rates are in no way representative of investors' 

anticipated performance for Tampa Electric. 

Did you prepare an analysis that adjusted for the excessive growth rates and 
resulting ROEs that you just discussed? 

Yes. Please refer to Table 4, which presents adjusted results for Mr. Hevert's DCF 

analyses. I developed this table using Mr. Hevert's spreadsheet that was provided as 
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part of his work papers. I chose to use the DCF ROE results from the 180-day 

average of stock prices for Mr. Revert's group because I also used a six-month 

average of stock prices in my comparison group DCF analysis. Excluding Otter Tail 

and PNM Resources results in an average DCF ROE of 9.62%. 

TABLE4 

ADJUSTED HEVERT GROUP DCF ROE 

Company 

American Electric Power Company, Inc. 
Cleco Corp .. 
Empire District Electric 
Great Plains Energy Inc. 
IDACORP, Inc. 
Otter Tail Corporation 
Pinnacle West Capital Corp. 
PNM Resources, Inc. 
Portland General Electric Company 
Southern Company 
Westar Energy, Inc. 

Group Average 
Group Average excl. Otter Tail and PNM 

Are the revised results in Table 4 still overstated? 

Mean 
ROE 

7.76% 

7.98% 

12.79% 

10.81% 

6.93% 

16.90% 

11.29% 

14.1go/o 

7.91% 

9.38% 

11.76% 

10.70% 

9.62% 

Yes. They are overstated because Mr. Revert did not include Value Line's dividend 

growth forecasts. Currently, Value Line is forecasting lower near-term dividend 

growth than earnings growth. As may be seen from the results in my Exhibit 

No. __ (RAB-9), median and average dividend growth for my comparison group is 

3.31% and 4.29%, respectively. This is much lower than the earnings growth rates I 

used in my analysis, which range from 5.17% to 5.95%. 

With respect to regulated utility companies, dividend growth provides the primary 

source of cash flow to the investor. It is certainly the case that earnings growth fuels 
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dividend growth and should be considered in estimating the ROE using the DCF model. 

However, Value Line's dividend growth forecasts are widely available to investors and 

can reasonably be assumed to influence their expectations with respect to growth. I 

weighted earnings growth 75% and dividend growth 25% in my growth calculations,7 

so I acknowledge that earnings growth is the primary factor considered by investors. 

But it should not be considered the only factor. 

What are the current dividend growth rates for the companies in Mr. Revert's 
proxy group? 

Table 5 below presents the Value Line projected dividend growth rates for the 

companies in Mr. Revert's proxy group excluding PNM Resources. The average 

dividend growth rate for his proxy group is 4.91% and the median growth rate is 

3.62%. 

In other words, my average comparison group growth rate averaged three earnings growth estimates 
and one dividend growth estimate. 
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1 

Company 

TABLES 

HEVERT PROXY GROUP 

DIVIDEND GROWTH RATES 

American Electric Power Company, Inc. 
Cleco Corp. 
Empire District Electric 
Great Plains Energy Inc. 
IDACORP, Inc. 
Pinnacle West Capital Corp. 
Portland General Electric Company 
Southern Company 
Westar Energy, Inc. 

Average 
Median 

V/L 

Dividend 
Growth 

4.09% 

10.00% 

3.50% 

6.00% 

7.00% 

3.62% 

3.50% 

3.50% 

3.00% 

4.91% 

3.62% 

2 Q. 
3 

What would be the resulting DCF ROE using the average dividend growth 
rate? 

4 A. Excluding PNM Resources and Otter Tail, Mr. Hevert's proxy group dividend yield 

5 using the 180-day average stock price would be 4.11 %. The resulting DCF ROE 

6 would then be: 

7 

8 4.11%*(1 + (0.5 * 4.91%) + 4.21% = 

9 4.21% + 4.91% = 

10 9.12% DCF ROE 

11 

12 CAPM 

13 Q. 

14 A . 

Briefly summarize Mr. Hevert's approach to estimating the CAPM ROE. 

On page 30 of his Direct Testimony, Mr. Hevert testified that he used three estimates 

• 15 of the yield on 30-year Treasury Bonds as proxies for the risk-free rate: the current 
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30-day average yield of 3.12%, a near-term projected yield of 3.25%, and a long-

term projected yield of 5.10%. Mr. Revert did not consider any shorter maturity 

bonds, such as the 5-year Treasury note .. 

Mr. Revert then calculated two different ex-ante measures of total market returns. 

The first utilized an estimated total market return on the S&P 500 based on data from 

Bloomberg and Capital IQ. Total market returns from these two sources were rather 

close, with a 13.00% market return using Bloomberg data and a 12.93% return using 

Capital IQ data. The second utilized an approach that employed Mr. Revert's 

estimate of the Sharpe ratio applied to the historical market risk premium of 6.60%, 

which resulted in an estimated market risk premium of 6.03%. 

Mr. Revert used two different estimates for beta: Bloomberg and Value Line. 

Using the current 30-year Treasury bond yield, Mr. Revert's CAPM results ranged 

from 7.42% to 10.22%. Using the forecasted long-term 30-year Treasury bond yield, 

his results ranged from 9.41% to 12.20%. CAPM results using the near-term 

projected bond yield did not differ significantly from the results using the current 

bond yield. 

Is it appropriate to use forecasted or projected bond yields in the CAPM? 

No. Current interest rates embody all of the relevant market data and expectations of 

investors, including expectations of changing future interest rates. The forecasted 

23 Treasury bond yields used by Mr. Revert are speculative at best and may or may not 
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come to pass. Current interest rates present tangible market evidence of investor 

return requirements today, and these are the interest rates that should be used in both 

the CAPM and in the bond yield plus risk premium analysis. To the extent that 

investors give forecasted interest rates any weight at all, they are already 

incorporated in current securities prices. 

Should Mr. Hevert have considered shorter term Treasury yields in his CAPM 
analyses? 

Yes. In theory, the risk-free rate should have no interest rate risk. 30-year Treasury 

Bonds do tend .to face this risk, which is the risk that interest rates could rise in the 

future and lead to a capital loss for the bondholder. Typically, the longer the 

duration of the bond, the more interest rate risk will increase. The 5-year Treasury 

note has much less interest rate risk than 20-year or 30-year Treasury Bonds and may 

be considered one reasonable proxy for a risk-free security. My CAPM analysis 

shows that the ROE using a 5-year Treasury note would be only 9.16%. This is 

much lower than any of the CAPM estimates provided by Mr. Revert. 

Do you agree with adjusting the historical risk premium using the Sharpe ratio? 

No, I do not. Mr. Revert's use of the Sharpe ratio substantially deviates from 

common formulations of the CAPM and, in my view, it is highly unlikely that 

investors would use such an unorthodox method to derive their expected market risk 

premium and CAPM return. Mr. Revert provided no support that investors actually 

use the Sharpe ratio in the manner he put forward in his Direct Testimony. I 

recommend that the Commission reject Mr. Revert's alternative CAPM using the 

Sharpe ratio. 



• 

• 

• 

Docket No. 130040-EI 
Direct Testimony of Richard A. Baudino 

Page 44 of 49 

1 Risk Premium 

2 Q. 

3 A. 

Please summarize Mr. Hevert's risk premium approach. 

Mr. Hevert developed a historical risk premium using Commission-allowed returns 

4 for regulated utility companies and 30-year Treasury bond yields from 1980 through 

5 February 13, 2013. He used regression analysis to estimate the value of the inverse 

6 relationship between interest rates and risk premiums during that period. His Exhibit 

7 No._ (RBH-1), Document No.6 shows the risk premium return on equity to be in 

8 a range of 10.23% to 10.74%. The 10.74% result was derived using Mr. Revert's 

9 projected Treasury Bond yield of 5.10%. 

10 Q. Please respond to Mr. Hevert's risk premium analysis. 

11 A. First, the bond yield plus risk premium approach is imprecise and can only provide 

12 very general guidance on the current authorized ROE for a regulated electric utility. 

13 Risk premiums can change substantially over time. As such, this approach is a 

14 "blunt instrument," if you will, for estimating the ROE in regulated proceedings. In 

15 my view, a properly formulated DCF model using current stock prices and growth 

16 forecasts is far more reliable and accurate than the bond yield plus risk premium 

17 approach, which relies on a historical risk premium analysis over a certain period of 

18 time. 

19 

20 Second, I recommend that the Commission reject the use of the forecasted Treasury 

21 bond yield of 5.10% for the same reasons I described in my response to Mr. Revert's 

22 CAPM approach. 
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1 Other ROE Considerations 
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Q. 

A. 

On page 45 of his Direct Testimony, Mr. Hevert concluded that Tampa 
Electric's capital spending program suggested an ROE above the mean results 
of his cost of equity analyses. Do you agree? 

No. The Commission should not inflate Tampa Electric's ROE due to its capital 

spending program. 

First, my ROE analyses do not support an ROE above 9.30% for Tampa Electric in 

today's capital markets. In this low interest rate environment, an 11.25% ROE can in 

no way be justified on the basis of current fmancial market evidence. 

Second, any risk regarding the Company's capital spending program has already 

been accounted for in its BBB+/A3 bond ratings. By estimating the cost of equity 

using companies with similar bond ratings, the resulting ROE will need no further 

upward adjustment. Notably, besides the screens used to select his proxy group, Mr. 

Revert did not perform any company by company study of the risks of the proxy 

companies he selected. Exhibit No._ (RAB-7) at pp. 2-3. In other words, he has 

not performed a comprehensive analysis to determine whether Tampa Electric is 

more risky than the proxy group he selected and should therefore be provided a ROE 

at the high end of his range of returns. Neither he, nor other Tampa Electric 

witnesses testifying concerning Tampa Electric's capital expenditures and rate of 

return, performed any study to compare the magnitude of Tampa Electric's 

forecasted capital expenditures with those of other electric utilities or the proxy 
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group. Exhibit No._ (RAB-7) at pp. 4-7. In fact the only document that Tampa 

Electric could produce that purportedly compared Tampa Electric's forecasted 

capital expenditures to other utilities, actually compared TECO Energy's (not Tampa 

Electric) forecasted capital expenditures to other electric utility holding companies. 

Exhibit No. _ (RAB-7) at pp. 8-12. In addition, that study showed that TECO 

Energy's forecasted capital expenditures (1) in 2013 were the 27th highest (in the 

lowest quintile), (2) in 2014 were the 24th highest (i.e., in the bottom third), and (3) 

in 2015 were the 28th highest (again in the lowest quintile) out of 34 holding 

companies. Exhibit No. __ (RAB-7) at p. 10. 

Third, it is important to note that Tampa Electric's 54.2% equity ratio is far higher 

than the average common equity ratio of my comparison group, which ranges from 

44.7% to 48.5%. Given Tampa Electric's higher equity ratio, a further upward 

adjustment to the ROE is not justifiable. Obviously, investors would be pleased with 

a ROE of 11.25%, but Florida ratepayers would have to shoulder a burdensome 

increase in rates to support this ROE, compared to the 9.3% I recommend. I suggest 

to the Commission that my recommended 9.3% ROE represents a fair and reasonable 

balance of interests between ratepayers and shareholders. Notably, in May 2013, 

TECO Energy provided a presentation to investors suggesting that it expects that its 

cash flow will be sufficient to "[s]upport Tampa Electric's capital spending program 

without issuing equity." Exhibit No. _ (RAB-6) at p. 6. In May 2012, TECO 

Energy asserted that it "expects to generate significant free cash flow after dividends 
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for the next several years" and that it expected "cash generation to retire 2015 debt." 

Exhibit No. __ (RAB-6) at p. 12. 

Tampa Electric's purported need for a high common equity ratio and ROE to support 

its "financial integrity" is also not supported by the Company. Prior to filing its 

testimony, Tampa Electric failed to "quantify or compare the costs and benefits of 

maintaining or enhancing Tampa Electric's 'financial integrity.' " Exhibit No. 

(RAB-7) at p. 13; see Exhibit No._ (RAB-7) at pp. 14-18. 

Despite not studying the costs and benefits, Tampa Electric increased its investor 

sourced common equity ratio from 47.12% in the first quarter of 2007 to 53.78% in 

the fourth quarter of 2012. Exhibit No. _ (RAB-7) at p. 28. There is also a 

noticeable increase in Tampa Electric's common equity ratio before it filed this rate 

case. From the first quarter of 2007 through the third quarter of 2012, Tampa 

Electric's common equity ratio never exceeded 52.04%, but now that Tampa Electric 

has filed for an increase in base rates, it common equity ratio has increased to 54.2%. 

Exhibit No. _ (RAB-7) at p. 28. 

Beginning on page 45 of his Direct Testimony, Mr. Hevert discussed the need to 
reflect flotation costs in the allowed ROE, though he did not make a specific 
adjustment for flotation costs. Should the Commission add a flotation cost 
adjustment to the cost of equity for Tampa Electric? 

No. In my opinion, it is likely that flotation costs are already accounted for in current 

stock prices and that adding an adjustment for flotation costs amounts to double 

counting. A DCF model using current stock prices should already account for investor 
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expectations regarding the collection of flotation costs. Multiplying the dividend yield 

2 by a 4% flotation cost adjustment, for example, essentially assumes that the current 

3 stock price is wrong and that it must be adjusted downward to increase the dividend 

4 yield and the resulting cost of equity. I do not believe that this is an appropriate 

5 assumption. Current stock prices most likely already account for flotation costs, to the 

6 extent that such costs are even accounted for by investors. 

7 In addition, TECO Energy recently stated that it will "[s]upport Tampa Electric's 

8 capital spending program without issuing equity." Exhibit No._ (RAB-6) at p. 6. 

9 Q. 
10 
11 
12 

13 A. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

On page 64 of his direct testimony, Mr. Hevert concluded that simply observing 
that long-term Treasury rates are at historically low levels is not a sufficient 
level of analysis to conclude that the cost of equity for regulated utilities is at a 
"commensurately low level." Please respond to Mr. Hevert's position here. 

Although utility ROEs may not have fallen in lock step with Treasury bond yields, 

these lower yields indicate that required returns on common equity are indeed lower 

than they otherwise would be if Treasury yields were higher. Utility company stocks 

are· interest rate sensitive and required returns tend to rise and fall with the general 

movement of interest rates. 

Mr. Revert's Exhibit No. _ (RBH-1), Document No. 6 also provides support for 

the proposition that required ROEs are lower than they were during the time of 

Tampa Electric's last rate case. According to the allowed ROE data in Exhibit No. 

_ (RBH-1), Document No. 6, the average allowed ROE from August 2008 through 

April 2009 was 10.5%. I would note that Tampa Electric's allowed ROE of 11.25% 

was by far the highest Commission-allowed ROE during that period. During 2013, 
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the average allowed ROE was 9.75%. Thus, allowed ROEs have declined in 

2 connection with the decline in Treasury bond yields since the Company's last rate 

3 proceeding, although they have not declined as much. 

4 

5 In conclusion, current market evidence and recent Commission allowed returns all 

6 show that Mr. Hevert's recommended ROE of 11.25% for Tampa Electric is 

7 excessive, unreasonable, and should be rejected by the Commission. 

8 Q. 

9 A. 

Does this complete your prepared direct testimony? 

Yes. 
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Thirty years of experience in utility ratemaking. Broad based experience in revenue requirement analysis, 
cost of capital, utility financing, phase-ins, auditing and rate design. Has designed revenue requirement ani 
rate design analysis programs. 

REGULATORYTES�ONY 

Preparation and presentation of expert testimony in the areas of: 

Cost of Capital for Electric; Gas. and Water Companies 
Electric, Gas, and Water Utility Cost Allocation and Rate Design 
Revenue Requirements 
Gas and Electric industry restructuring and competition 
Fuel cost auditing 
Ratemaking Treatment of Generating Plant Sale/Leasebacks 
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1989to 
Present: Kennedy and Associates: Consultant - Responsible for consulting assignments in the 

area of revenue requirements, rate design, cost of capital, economic analysis of generation 
alternatives, gas industry restructuring and competition. 

1982 to· 
1989: New Mexico Public Service Commission Staff: Utility Economist - Responsible for 

preparation of an�ysis and expert testimony in the areas of rate of return, cost allocation, 
rate design, finance, phase-in of electric generating plants, and sale/leaseback transactions. 

CLIENTS SERVED 

Regulatory Commissions 

Louisiana Public Service Commission 
Georgia Public Service Commission 
New Mexico Public Service Commission 

Other Clients and Client Groups· 

Ad Hoc Committee for a Competitive 
Electric Supply System 

Air Products and Chemicals, Inc. 
Arkansas Electric Energy Consumers 
Arkansas Gas Consumers 
AKSteel 
Annco Steel Company, L.P. 
Assn. of Business Advocating 

Tariff Equity 
CF &I Steel, L.P. 
Climax Molybdenum Company 

·Cripple Creek & Victor Gold Mini.ng Co. 

General Electric Company 
Holcim (U.S.) Inc. 
IBM Corporation 
Industrial Energy Consumers 
Kentucky Industrial Utility ConsumerS 
Lexington-Fayette Urban County Government 
Large Electric Consumers Organization 
Newport Steel 
Northwest Arkansas Gas Consumers 
Maryland Energy Group 

Occidental Chemical 
PSI Industrial Group 
Large Power Intervenors (Minnesota) 
Tyson Foods 
West Virginia Energy Users Group 
The Commercial Group 
Wisconsin Industrial Energy Group 
South Florida Hospital and Heruth Care Assn. 
PP&L Industrial Customer Alliance 
Philadelphia Area Industrial Energy Users Gp. 
West Penn Power Intervenors 
Duquesne Industrial Intervenors 
Met-Ed Industrial Users Gp. 
Penelec Industrial Customer Alliance 
Penn Power Users Group 
Columbia Industrial Intervenors 
U.S. Steel & Univ. of Pittsburg Medical Ctr. 
Multiple Intervenors 
Maine Office of �blic Advocate 
Missouri Office of Public Counsel 
University of Massachusetts- Amherst 
WCF Hospital Utility Alliance 
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Richard A. Baudlno 
As of July 2013 

Data Case· Jurlsdlct. Party Utility Subject 

l/83 1780 NM New Mexico Public Boles Wafer Co. Rats design, rats of 
SeNice Commission rerum. 

10183 1803, NM New Mexico Public Soultwestsm Rate design. 
1817 SeNice Commission Eleclrlc Coop 

11/84 1833 NM New Mexico Public 8PesoEieclric Service contract approval, 
Se(Vice Commission Co. rate design, performance 

slandanls for Palo Verde 
nuclear generating system 

1983 1835 NM New Mexico Public Public SeMce Rate design. 
SeNice Commission Co.oiNM 

1984 1848 NM New Mexico PubliC Sangre de Cristo Rats design. 
SeNice Commission Water Co. 

02185 1908 NM New Mexico Public SouthwestBm Rate of return. 
Service CommiSsion Publk: SeMle Co. 

09185 1907 NM New Mexico Public Jomada Water Co. Rate of retum. 
Service Commlsslcn 

• 
11/85 1957 NM New Mexico PubUc SOUihwestem Rate of return. 

Sllivlce Comrr*sion Public Service Co. 
.'' 

04/86 2009 NM New Mexico Public 8 Peso Electric Phase-In plan, treatment of 
Service Commission Co. salelleeseback expense; 

06186 2032 'NM New Mexico PubRi: 8PasoEiectrlc Sale/leaseback approval. 
Service Commission Co. 

09186 2033 NM New Mexico PubDc Ei Paso Eleclric Order to show cause, PVNGS 
SeNice Commission Co. audit. 

02187 2074 NM New Mexlco Pubic 8PasoEieclr1c DlvetSiftcaUon. 
SeNice Commission Co. 

05187 2089 NM New Mexico Pubic El Paso Eleclr1c Fuel factor ad]uslment 
Service Commission Co. 

08181 2092 NM New Mexico Public El Paso EIBCI!Ic Rate design. 
Service Commission Co. 

10/87 2148 NM New Mexico Public Pubi'IC Service Co. Financial effects of 
Service Commission of New Mexk:o restructuring, reorganization. 

07/88 2182 NM New Mexico Public El Paso Electric Revenue requirements, rate 
SeNice Commission Co. design, rate of retum. 

• 
J. KENNEDY AND ASSOCIATES, INC • 
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Date Case Jurlsdict. Party Utility Su"ject 

01/89 2194 NM New Mexico Public Plails Elecblc G&T Economic development 
Se�VIce Commission Coopetative 

1/89 2253 NM New Mexico Public Plails Elecblc G& T Flnancilg. 
Service Commission Cooperative 

08/89 2259 NM New Mexico PubOc Homestead WalerCo. Rate of retum, rate 
Service Commission design. 

10/89 2262 NM New Mexico Public Pubic Servk:e Co. Rate of return. 
Service Commission of New Mexi:o 

09/89 2269 NM New Mexico Public . Ruidoso Natural Rate of return, expense 
Service Commission Gas Co. f1t111 affBiated 

interest. 

12/89 89-208-TF AR Arkansas Electric Arkansa Power RlderM-33. 
Energy Consumens & Light Co. 

01/90 U-17282 lA Louisiana Public GuJstatas Cost of equity. 
Service Commission Utilllfes 

09190 90-158 KY Kentucky Industrial L.cadsvlle Gas Cost of equity. 
UIDity Consumers & Elecb1c Co • 

• 09190 90-004-U AR Nor1hwest Arkansas Arkansas Western Cost of equity, 
Gas Consumers Gas Co. transportedon rate. 

12190 U-17282 lA Louisiana Public Gulf Slates Cost of equity. 
Phase IV Service Commission Utilities 

04191 91-037-U AR Northwest Arkansas Arkansas Western Transportation rates. 
Gas Consumers Gas Co. 

12191 91-410- OH Air Products & Clnclnnad Gas & Cost of equ ity. 
EL-AIR Chemicals, Inc., ElecbicCo. 

Annco Steel Co., 
General Electric Co., 
Industrial Energy 
Consumers 

05192 910890-EI R. Occidental Chemical Florida Power Corp. Cost of equity, rate of 
Corp. relum. 

09192 92-DJ2-U AR Arkansas Gas Arkansas Louisiana Cost of equity, rate of 
Consumers Gas Co. return, cost-of-eervlce. 

09192 39314 ID lndu�lrfal Consumers Indiana Michigan Cost of equity, rate of 
for Fair UHII\y Power Co. relum. 
Rat as 

• 
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Date Case Jurlsdlct. Party Utility . Subject 

09192 92-«19-U AR Tyson Foods General Wate!worl<s Cost allocation, rate 
design. 

01193 92-346 KY Newport Steel Co. Union Light, Heal Cost aHocation. 
& Power Co. 

01/93 39498 IN PSI Industrial PSI Energy . Refund alocalion. 
Group 

01193 U-10105 Ml Assoclalionof Michigan Return on equlty. 
Businesses Consolidated 
Advocating Tariff Gas Co. 
Equality (ABATE) 

04/93 92-1464- OH All Producls and Cincinnati Gas Retllll on equity. 
EL-AIR Chemicals, Inc., & Electllc Co. 

Armco Steel Co., 
Industrial Energy 
Consumers 

09193 93-189-U AR Arkansas Gas Arkansas Louisiana Transporlallon service 
Consumers Gas Co. terms and conditions. 

09193 93-081-U AR ArlcansasGas Arkansas Louisiana Cosklkervice, transporta. 
Consumers Ga.sCo. Uon tales, rate supplements;. 

• 
retum on equity: revenue 

requirements. 

12193 U-1n35 LA Louisiana Public Cajun Electric H'IStorical reviews; evaklatlon 
Service Commission Power Cooperative of emnomtc studies. 
staff 

03/94 10320 KY Kentucky lndusllfat LoulsviOe Gas & Trfmbla County CWIP revenue 
Utility Customers . Electric Co. refund. 

4194 E-0151 MN La�ge Power Intervenors Mmesota Power Evaluation of the cost of equity, 
GR-94.001 Co. capital structura, and rate of 

return. 

5194 R-00942993 PA PG&W lnduS111a1 Pennsylvania Gas Analysis or recovery of transition 
Intervenors & Water Co. costs. 

5194 R-«1943001 PA Cobnbla Industrial Columbia Gas of Evaluation of cost allocaUon, 
Intervenors Pennsylvania rate design, rate plan, and 

canying cha�ga proposals, 

• 
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Data Case Jurlsdlct. Party Utility Subject 

7/94 R..Q0942988 PA Annco,lnc., West Penn Power Return on equity and rate cl 
West Penn Power Co. return. 
lndustrlallnterlenors 

7194 94-0035- wv West VIrginia Monongahela Power Return on equity and rate of 
E-4Zf Energy Users' Group Co. return. 

8194 8852 MD Westvaco Corp. Potomac Edison Return on equity and rate of 
Co. return. 

9194 930357-C AR West Central Alkansas Arltan� Oklahoma EvaluaUon of transportatiOn 
Gas Consumers Gas Corp. seNice. 

9194 U-19904 LA Louisiana Public Gulf States Return on equity. 
Servtce Commission UbliUes 

9194 8629 MD Mal}land Industrial Baltimore Gas TransiHon cosls. 
Group & Electrtc Co. 

11/94 94-175-U AR Ar!Gtnsas Gas Arlda.lnc. Cost-of.servtca, rate design, 
�onsumers rate of return. 

3195 RP94-343- FERC Ar!Gtnsas Gas NorAmGas Rate of ratum. 
000 Consumenl Transmission 

• 4195 R-00943271 PA PP&L Industrial Pennsylvania PCM!er RebJm on equity. 
CusiDmer Alliance &Light Co. 

8195 U-10755 Ml Assoc:lallon of Con!Kimers PCMIBI' Co. RevcnJe ��KJ�iremenls. 
Busilesses AdvocaUng 
Tariff Equity 

7195 8697 MD . Maryland Industrial BaiUmore Gas Cost aiJocalion and rate design. 
Group & Electric Co. 

6195 95-254-TF AR Tyson Foods, Inc. Soullwest Arkansas Refund allocalion. 
U-2811 8ectrfc Coopera!Ne 

10/95 ER95-1042 FERC Louisiana Public Syslems Energy Return on Equity. 
.000 Servtce Commission ResowteS, inc. 

11195 1-940032 PA Industrial Enagy Slate-wide - lnvasllgaUon Into 
Co11SU111811 of all utllilles Electrk: Power Competition. 
Pemsylvanla 

5/98 98-030-U AR Norlhwest Arkansas Arkansas Western Revenue requirements. rate of 
Gas Consumers Gas Co. return and cost of service. 

• 
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Date Case Jurfsdlct. Party Utility Subject 

7196 ens MD Maryland lndusb1al BaHimole Gas Retum on Equity. 
Group & Elecb1c Co., 

Potomac Eleclrlc 
Pa.ver Co. and 
Constellation Energy Corp. 

7196 U-21496 lA Louisiana Pubic Central Louisiana Retum on equity, 
Service Commission Electric Co. rate of return. 

9196 U-22092 • lA Louisiana Pubic EntergyGIM Relum on equity. 
SeNice Commission States, Inc. 

1197 RP9S.199- FERC The lnduslrlal Gas Mississippi River Revenue requirements, rate of 
000 Use11 Conference Transmission Corp. return and cost of service. 

3197 96-420-U AA West Cenlral Arkansas Oklahoma Revenue requirements, rate of 
Arkansas Gas Gas Corp. retum, cost of seNk:e and 

. Corp. rate design. 

7/97 U-11220 Ml Asaodaliln (I Michigan Gas Co. Transportation B!Uncklg 
Business AdvocaUrg and Sou1heastem Provisions 
TarltfEquily Mldllgan Gaa Co. 

• 
7197 R-00973944 PA Pennsylvania Pennsylvania- Rate of return, cost of 

Amerk:an Watar Amerlcan Water Co.· service, revenue requlremenll. 
Latge UsetS Group 

3198 8390-U GA Georgia Na1ural Atlanta Gas Light Rate of reblll, reslructurfng 
Gas Group and the Issues, unbundling, rate 
Georgia Textile design Issues. 
Manufacturers Assoc. 

7198 R-00984280 PA PG Enef!ly, Inc. PGEinduslrlal Cost allocaUon. 
Intervenors 

8198 U-1n35 lA Louisiana Pubic Cajun Eleelrlc Revarwa requllemenll. 
Service Conrnisslon Power Cooperallva 

10/98 97-596 ME Maine Office of lhe Bangor Hydro- Return on equity, 
Public Advocata Electlk: Co. rate of retum. 

10198 U-23327 lA louisiana Pubic SWEPCO, CSW and Analysis of proposed merger. 
SaNice Commission AEP 

12198 98-577 ME Maine Office of the Maine Pubic Retum on equity, 
Public Advocate Service Co. rate of return. 

12198 U-23358 lA Louisiana Pui:Q: Entergy Gulf Return on equity, 
SeNJca COmmission States, Inc. rate of return. 

3199 98-426 KY Kentucky lnduslrial Louisville Gas Retum on equity. 
UHity Customers, Inc. and Electric Co 

• 
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Date Case Jurisdlct 

3199 �2 KY 

4199 R-984554 PA 

6/.19 R-0099462 PA 

1009 U-24182 LA 

10199 . R-00994782 PA 

11Y99 R-00994781 PA 
. 

01100 .R-00994786 PA 

01100 8829 MD 

02100 R-00994788 PA 

05100 U-1n35 LA 

rrl/00 2000..QBO KY 

rrl/00 U-21453 LA 
U-20925 (SC), 
U-22092 (SC) 
(Subdockel E) 

09100 R-00005654 PA 

10100 U-2 1453 LA 
U-20925 (SC), 
U-22092 (SC) 
(Subdocket B) 

Expert Testimony Appearances 
of 

Richard A. Baudlno 
As of July 2013 

Party 

Kentucky lndu9lal 
Utility CuslollHIIS, Inc. 

T. W.PhiiRps 
UsmGroup 

Columbia lnduslrial 
Intervenors 

Louisiana Public 
Service Commission 

Peoples Industrial 
Intervenors 

Columbia Industrial 
Intervenors 

UGIIndusbial 
Intervenors 

Maryland Industrial Gr. 
& United Slates 

Penn Fuel Transportation 

Louisiana Pubic 
ServiceComm. 

Kentucky Industrial 
Utility Consumers 

Louisiana PubUc 
Service Comm. 

PhUadelphia Industrial 
And Commercial Gas 
Usm Group. ·• 

Louisiana Pubic 
Service Comrn. · 

utility 

Kentucky Utilities 
Co. 

T.W.Phlllps 
Gas and Oil Co. 

Columbia Gas 
ofPe�vania 

EntergyGul 
Slalss,lnc. 

Peoples Natural 
Gas Co. 

Colurmia Gas 
of Pennsylvania 

UGI UtiiBes, Inc. 

B!ddmore Gas & 
Electric Co. 

PFG Gas, Inc., and 

Louisiana Electric 
Cooperathle 

Loulsvlle Gas 
and Eledrlc Co. 

Soulhwestem 
Electn: Power Co. 

Philadelphia Gas 
Works 

EntergyGuH 
States. Inc. 
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Subject 

Return on equity. 

Allocalfon of purchased 
gas cosls. 

Balancing charges. 

Cost of debt 

. Resbuclurlng Issues. 

RE!sbucturlrg, balanclrg 
cha111es. rate flexing, 
alternate fuel 

Universal service cos1s, 
balancklg. penally charges, 
capactly assignment 
Revenue requmnen1B, cost allocation, 
rate design. 

Tarlffchalges, balancing pi'OIIIslons. 

Rate restructuring. 

Cost allocatloo. 

Stranded cost analysis. 

lntertn relief analysis. 

Resbuc!urlng, Business �epnHon Plan. 
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r 

Date Case Jurlsdlct. Party Utility Subject 

11100 · R-00005277 PA Penn Fuel PFG Gas, Inc. and Cost aflocaUon Issues. 
(Rebutlal) TransportaUon Customers Nor1h Penn Gas Co. 

12100 . U-24993 lA Louisiana Pubftc EnlelgYGulf Return on equity. 
Service Comm. . States, Inc. 

03/01 U-22092 LA Louisiana Public Entergy GUlf· Stranded cost analysis. 
Service Comm. Stales, Inc. 

04101 U-21453 LA Louisiana Public Entergy Gulf Res11Uclurfng Issues. 
U-20925 (SC� Service Comm. Slates, Inc. 
U-22092 (SC) 
(Slblockat B) 
(Addressing Contested Issues) 

04101 R-00006042 PA Philadelphia Industrial and Philadelphia Gas Wortcs Revenue requirements, cost alocatlon 
Commercial Gas Users Group and tariff issuas. 

. 11/01 U-25687 LA Louisiana Public Entergy Gulf Return on equity. 

Service Comm. States, Inc. 

03/02 14311-U GA Georgia Public Atlanta Gas Light Cspital structure. 

• 
Service Commission 

08102 2002.()0145 KY Kentucky lnduslrfal Columbia Gas of Revenue requiremenls. 
U!Uity Customers Kentucky 

09102 M.()()()21612 PA Philadelphia indusbial Philadelphia Gas Transportation rates, terms, 
And Commercial Gas Works and condiUons. 
Us1111 Group 

01/03 2002.00169 KY Kentucky Industrial Kentucky Power Rellrn on equity. 
U!Rity Customers 

02/03 Q2S.594E co Cripple Creek & Victor Aquila Networks - . �etum on equity. 
Gold Mining Company WPC 

04/03 U-26527 LA Louisiana PubHc Service Entergy Gulf Slates, Return on equity: 
Commission Inc. 

10/03 CV020495AB GA The Landings Assn., Inc. UtDI!Ies Inc. of GA Revenue requirement & 
overcharge refund 

03/04 2003-00433 KY Kentucky lnduslllal Louisville Gas & Return on eq!Jlly, 
Utility Customers Electric Cost allocation & rate design 

• 
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Data Case Jurlsdlct. Party Utility Subject 

03104 2003.{)0434 KY Kentucky Industrial Kentucky Utilities .Return on equity 
Utility Customers 

4104 ()48.()35E co· Cripple Creek & VIctor Aquila Networks - RetUrn on equity. 
Gold Mining Company, WPC 
Goodrich Corp., Holclm (U.S.) Inc., 
and The Trane Co. 

9104 U-23327, LA Louisiana Public Service Sou1hweslem Eleclric Fuel cost review 
SubdocketB Commission Power Company 

10104 U-23327 LA Louisiana Public Service. Southwestern Electric Return on Equity 
SubdocketA Commission Power Company 

�5 060045-EI FL Soulh Florida Hospital Florida Power & Return on equity 
and HealllhCare Assoc. Light Co. 

QM)5 9038 MD Maryland Industrial Baltimore Gas & Revenue requlremen� cost 
Group Electric Co. allocaOon, rate design, 

Tariff Issues. 

01/06. 2005.{)034 KY Kentucky Industrial 
Utility Customers, Inc • 

Kanlucky Power Co. Return on equity. 

• 
03108 05-1278- wv West VIrginia Energy Appalachian Power Return on equity. 

E-PC-PW-42T Users Group Company 

04/06 U-25118 LA Louisiana Public Service Entergy Louisiana, Transmission Issues 
Commission LLC 

07108 U-23327 LA Louisiana Public Service Sout!Mestem Electric . Return on equity, Service qualily 
Commission Power Company 

08106 ER-2006- MO Missouri Office of the Kansas City Power Return on equity, 
0314 Public Counsel &Light Co. Weighted cost of capital 

08/06 OSS:.234EG co CF&I Steel, L.P. & PubUc Service Company Return on equity, 
Climax Molybdenum ofCoklrado Weighted cost of capital 

01/07 06-0960-E-42T WV West Vlrgnla Energy Monongahela Power & Return on Equly 
Users Group Potomac Edison 

01107 43112 AK Steel, Inc. Vectren South, Inc. Cost aHocation, rate design 

05107 2006-661 Maine Office of the Bangor Hyd�Eieclrlc Return on equity, weighted east of capital. 
Public Advocate 

09107 07.{)7.{)1 Connecticut Industrial Connecllcut Light & Power Return on equity, weghted cost of capital 
Energy Consumers 

10/07 05-UR-103 Wisconsin indusbial Wlscalsin Electric Power Co. Return on equity 
Energy Group, .Inc. 

• 
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Data Case 

11/07 '197'!1 

Jurlsdlct. 

01108 07-551-CL-AIR 

03108 . 07-0585, IL 
07�. 
07-0587, 
07..()588, 
07-0589, 
07.()590, 
(consa.) 

04.US 07.()566 n.. 

06/08 R-2008-
2011621 PA 

07/08 R-2008-
2028394 PA 

07/08 R-2008-
2039634 PA 

08108 6680-UR-
116 WI 

08108 669Q.4JR-
119 WI 

09108 ER-2008-
0316 MO 

10108 R-2008-
2029325 PA 

10/08 08-G..Q609 NY 

Expert Testimony Appearances 
of 

Richard A. Baudlno 
As of July 2013 

Party Utility 

Louisiana Public Service Cisco Power 1.LC & 
Commission Southwestern Elec. Power 

Ohio Energy Group Olio EcD11011, Cleveland Electric, 
Toledo Edison 

The Commercial Group Ameren 

The Commercial Group Commonwealth Edison 

Columbia Industrial intervenors Columbia Gas d PA 

Philadelphia Area Industrial 
Energy usars Group PECOEnergy 

PPL Gas l.alge Usars Gp. PPLGas 

Wisconsin Industrial 
Energy Group WlsconslnP&L 

Wisconsin Industrial 
Energy Group Wisconsin PS 

The Commercial Group AmerenUE 

U.S. Steel & Univ. of 
Pitlsburgh Med. ctr. Equitable Gas eo. 

Multiple lnter�enors Niagara Mohawk Ponr 
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Subject 

Lignite Pricing, support of 
setllement 

Relum on equity 

Cost alocaUon, rate design 

Cost allocation, rate design 

Cost and revenue allocation, 
Tarilf Issues 

Cost and nMIIUe aflccaUon. 
T arilf Issues 

Relalnage, LUFG Pet 

Cost of Equity 

Cost of Equity 

Cost and revenue 

allocation 

Cost and revenue 
allocation 

Cost and Revenue aDocaUon 
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Date Case Jurlsdlcl Party Utility SubJect 

12/08 27800-U GA Gqla PubDc Service CWIP/AFUDC Issues, 
Commission Gqia PcMer Company Review financial projections 

03109 ER08-1056 FERC Louisiana PubrJC Service 
Commission Enlelgy Services, Inc. Capital Strucb.re 

04109 E002/GR�8-1065 The Commercial Group Northem Slates Power Cost and revenue aRocatlon and rate design 

05109 �532 The Commercial Group Commonwealth Edison Cost end revenue allocation 

07109. 080677-EI South Flortda HospHal and 
Heal1h Care Assn. Florkla PQNer & Light Cost of eqtllty, espial struci!Jre, 

Cost of shoft.leJ111 debt 

07/09 U-30975 U\ . Louisiana PSC Cleoo LLC, Southwestem 
Pubic SeMca Co. Lignite mile purchase 

10109 4220-UR-116WI WISconsin lndus1rfal 
Energy Group Northern States Power Class coat of seMr.e, rate design 

10109 M-2009-
2123945 PA PP&L IndUstrial PPL 8eclr1c Utillles Smart Meter Plan cost allocallon 

Customer AIDa nee . 

• 10/09 M-2009· Philadelphia Area 
2123944 PA Industrial Ene�gy Users Group PECO Energy Company Smart Meter Plan cost allocation 

10/09 M-2009· WestPenn Pcmer 
2123951 PA Industrial Intervenors West Penn Power Smart Meter Plan cost allocation 

11/09 M-2009- Duquesne 
2123948. PA lndustr1allntervenors Duquesne Light Con11any Smart Meter Plan cost aflocalion 

Met-Ed lndusbial UseiS Gp; Melropoltan Edison, 
Pene�lndusbiaiCu� Pennsylvania Electric Co, 

M-2009- Alliance, Penn Power UseiS Pennsylvania Power Co. 
11/09. 2123950 PA Group Smart Meter Plan coat allocation 

03110 09-1352- Monollgahela Power, 
E-m wv West Virginia Energy Us81S Gp. Potomac Eclson Return on equity, rate of return 

03110 E0151GR· 
09-1151 MN Large Power Intervenors Minnesota Power Return an equity, rate of return 

04110 2009-00459 KY Kentucky Industrial UIIRty 
Consumens Kentucky Power Return on equity 

• 
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Date Case Jurlsdict Party Utility SubJect 

04110 �548 Kentucky lndusbial Utility louisviBe Gas and El� 
2009-00549 KY Consumers Kentucky UBIIBes Retum on equity 

05110 1().{)261-E- West VIrginia Appalachian Power CoJ EEIDR Cost Recx�Ve�Y. 
Gl wv Enei!IY Users Group . WheeBng Power Co. Allocallon, & RaJa Design 

05110 R-2009- Columbia Industrial Class cost of S81Vk:a & 
2149262 PA · Intervenors Coombla Gas or PA cost aloca1lon 

06110 2010-00036 KY Lexington-Fayette Urban K�cky American . Ratum on equity, rate of retum, 
Comly Government WatsrCompany revenue requlremenls 

06110 R-2010· PP&L lndusblal Customer PPL Electric UIIIIUes 
2161694 PA Alliance Rate design, cost allocalkln 

07/10 R-2010- PhBadelphla Area lndusb1al 
2161576 PA Energy Users Group PECO En81!1Y Co. Relum on equity 

07/10 · R-2010- Philadelphia Area Industrial 
2161592 PA EnetgyUsersGroup PECO Energy Co. Cost and revenue alloca11on 

07110 9230 MD MIIIYiand En81!1Y Group BaiUmore Gas and Electric Electric and gas cost and revenue 
a8ocatlon; return on equity 

• 
00/10 10-70 MA University of Massachusells- Wastem Massachusetts Cost allocation and rate design 

AmhetSt Electric Co. 

10/10 R-2010- Duquesne lndusbial CDS! and revenue allocation, 
2179522 PA Intervenors Duquesne Light Company rate design 

11/10 P-2010· West Penn Power 
2158084 PA lnduslllallnlerlenors WestPenn PowerCo. Transmsslon rate des91 

11/10 1�99- West Vfrglria Energy Appalachian Power Co. & Ratlrn on equity, ra1e of 
E-42T 'N'I Users Group Wheeling Power Co. Retum 

11/10 10-0467 II. The Commerdal Group Commonwealth Edison Cost and revenue aUoca11on and 
rate design 

04/11 R-2010- Canllal Pen Gas Tariff issues, 
2214415 PA Large Users Group UGI Cenial Penn Gas, Inc. revenue allocation 

. 07/11 R-2011· Philadelphia Area 
2239263 PA En81!1Y Users Group PECO EnelliY Retainage rale 

08/11 R-2011- Pannsylvania-Ametbln 
2232243 PA AK S!eel WalerCompay Rate Design 

08/11 11AL-151G co Cllmax Molybdenum PS of Colorado Cost allocaUon 

09111 11-G�BO NY Mulllple Intervenors Coming Natwal Gas Co. Cost and revenue alocation 

10111 4220-UR-117WI Wisconsin lndusb1al Energy Gp. N0!1hem States Power Cost and revenue alloca11on, ra1e design 

• 
J. KENNEDY AND ASSOCIATES, INC . 



• 

• 

• 

Date Case Jurlsdict. 

02112 11AL-947E co 

07/12 120015-EJ FL 

07/12 12.()613-E-PC wv 

07/12 R-2012· 
2290597 PA 

09112 QS.UR-106 WI 

09112 2012.00221 
2012.00222 KY 

10112 9299 MD 

10/12 . 4220-UR-118 WI 

10112 473-13.{)199 TX 

01/13 R-2012-2321748 
etaL PA 

02113 12AL·1052E co 

06113 8009 VT 

07/13 130040-EI FL 

Expert Testimony Appearances 
of · 

Richard A. Baudino 
As of July 2013 

Party Utility 

crmax Molybdenuni, CF&I Steel Public Svc. Of Colorado 

South Florkla Hospitals and 
Health Care Assn. Rorkla Power and Light Co, 

West VIrginia Energy Users Gp. All�y Power Company 

PP&L lnduslrlal Customer 
Allanca PPL Eleclrfc UUIIIIes Corp. 

Wisconsin Industrial 
Energy Group WISCDilSin Electric Power Co. 

Kentucky Industrial Loulsvile Gas and Electric, 
Utility Consumera Kentucky Ulllties 

Mal)'land Energy Gmup Baltimore Gas & Electllc 

Wisconsin lnduslrtal Northern States Power . 
En8J9Y Group Company 

steerqj Committee ot Cities Cross Texas Transmission, 
Served by oneo.. LLC 

Columbia Industrial Columbia Gas of Pamsylvanla 
lnrsrvenors 

Cdpple Creek & VIctor Gold Black Hills/Colorado Electlc 
Miling, Hok:fm (US).Inc. Utility Company 

IBM Corporation Vermont Gas Systems 

WCF Hospital Utility 
AlBa nee Tampa EJalc Co. 
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Subject 

Return on equity, wid. cost ot capital 

Return on equily, wtd cost ot capilli 

Special rate proposal for Centul)' Aluminum 

Cost albcation 

Class cost ot service, cost.and revenue 
anocaaon, rate design 

Return on equity 

Cost and revenue allocation. rate design 
Coatotequlty, wefghled oostotcapltal 

Class cost ot service, cost and revenue 
allocation, rate design 

Return on equity, 
capital structure 

Cost and revenue aUocation 

Cost and revenue aDocatlons 

Cost and revenue allocation, 
raledeslgn 

Relum on equity, rate of ratum 
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Press Release 

FEDERAL RESERVE ress release 

Release Date: June 19, 2013 

For immediate release 

Information received since the Federal Open Market Committee met in May. suggests that economic 
activity has been expanding at a moderate pace. Labor market crinditions have shown further 
improvement in recent months, on balance, but the unemployment rate remains elevated. Household 
spending and business fixed investment advanced, and the housing sector has strengthened further, 
but fiscal policy is restraining economic growth. Partly reflecting transitory influences, inflation has 
been running below the Committee's longer-run objective, but longer-term inflation expectations 
have remained stable. 

Consistent with its statutory mandate, the Committee seeks to foster maximum employment and 
price stability. The Committee expects that, with appropriate policy accommodation, economic 
growth will proceed at a moderate pace and the unemployment rate will gradually decline toward 
levels t;he Committee judges consistent with its dual mandate. The Committee sees the downside 
risks to the outlook for the economy and the labor market as having d.inrinished since the fall. The 
Committee also anticipates that inflation over the medium term likely will run at or below its 2 
percent objective . 

To support a stronger economic recovery and to help ensure that iilflation, over time, is at the rate 
most consistent with its dual mandate, the Committee decided to continue purchasing additional 
agency mortgage-backed securities at a pace of $40 billion per month and longer-term Treasury 
securities at a pace of $45 billion per month. The Committee is maintaining its existing policy of 
reinvesting principal payments from its holdings of agency debt and agency mortgage-backed 
securities in agency mortgage-backed securities and of rolling ovet maturing Treasury securities at 

auction. Taken together, these actions should maintain downward pressure on longer-term interest 
rates, support mortgage markets, and help to make broader financial conditions more 
accommodative. 

The Committee will closely monitor incoming information on economic and financial developments 
in caming months. The Committee will continue its purchases of Treasury and agency mortgage- · 

backed securities, and employ its other policy tools as appropriate, until the outlook for the labor 
market has improved substantially in a context of price stability. The Committee is prepared to 
increase or reduce the pace of its purchases to maintain appropriate policy accommodation as the 
outlook for the labor market or inflation changes. In determining the size, pace, and compo�ition of 
its asset purchases, the Committee will continue to take appropriate account of the likely efficacy 
and costs of such purchases as well as the extent of progress toward its economic objectives. 

To support continued progress toward maximum employment and price stability, the Committee 
expects that a highly accommodative stance of monetary policy will remain appropriate for a 
considerable time after the asset purchase program ends and the· economic recovery strengthens. In 
particular, the Committee decided to keep the target range for the federal funds rate at 0 to 1/4 

http://www .federalreserve.gov/newsevents/press/monetary/20 130619a;htm · · 7/9/2013 



• 

• 

• 

Docket No. 130040-EI 
FOMC June 19,2013 Press Release 

. Exhibit RAB-3, Page 2 of 2 
percent and currently anticipates that this exceptionally low range for the· federal funds rate will be 
appropriate at least as long as the unemployment rate remains above 6-112 percent, mflation 
between one and two years ahead is projected to be no more than a half percentage point above the 
Committee's 2 percent longer-run goal, and longer-term inflation expectations continue to be well 
anchored. In determining how long to maintain a highly accommodative stance of monetary policy, 
the Committee will also consider other information, including additional measures of labor m�ket 
conditions, indicators of inflation pre8sures and inflation expectations, and readings on fmancial 
developments. When the Committee decides to begin to remove policy accommodation, it will take 
a balanced approach consistent with its longer-run goals of maximum employment and inflation of 2 

percent. 

Voting for the FOMC monetary policy action were: Ben S. Bemanke, Chairman; William C. 
· Dudley, Vice Chairman; Elizabeth A. Duke; Charles L. Evans; Jerome H. Powell; Sarah Bloom 

Raskin; Eric S. Rosengren; Jeremy C. Stein; Daniel K. Tarullo; and Janet L Yellen. Voting against 
the action was James Bullard, who believed that the Committee should signal more strongly its 
willingness to defend its. inflation goal in light of recent low inflation readings, and Esther L. 

George, who was concerned that the continued high level of monetary accommodation increased the 
risks of future economic and financial imbalances and, over time, could cause an increase in long­
term inflation expectations . 

· ··http://www .federalreserve.gov/newsevettts/press/monetary/20 l30619a;htm · · 7/9/2013 
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UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

FORMlO-K 

OR 
Transition Report Pursuant to Section 13 or I5(d) of the Securities Exchange Act of 1934 

0 
For the transition period from ___ to __ _ 

Commission 
FileNo. 

1-8180 

t-5007 

Exact name of each Registrant as specified in 
its charter, state of incorporation, address of 

rn principal executive offices, telephone number 
TECO ENERGY, INC, 
(a Florida corporation) 

TECOPiaza 
702 N. Franklin Street 
Tampa, Florida 33602 

m (813) 228-1111 

TAMPA ELECTRIC COMPANY 
(a Florida corporation) 
TECOPiaza 
702 N. Franklin Street 
Tampa, Florida 33602 

[I] (813) 228-1111 

Securities regi.stered pursuant to Section 12(b) of the Act: 
0 

m 

m 

m 

I.R.S. Employer 
Identification 

Number 
59-%052%86 

59-0475140 

Name of each exchange on 
-----------------T�id�e�o�f�e_ac_h_c�l� __ s _________________ o, ________________ w_h_ic_h_re�g�i�_e_red ________________ __ 

TECO Energy, Inc. 
Common Stock, $1.00 par value 0 New York Stock Exchange 

Securities registered pursuant to Section 12(g) of the Act: NONE 

Indicate by check mark ifTECO Energy, Inc. is a well-known seasoned issuer, as defined in Rule 405 of the Securities Acl 
YES [X] NO [] 

Indicate by check mark if Tampa Electric Company is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. 
YES [] NO [X] 

Indicate by check mark if the registrants are not required to file reports pursuant to Section 13 or Section I 5( d) of the Exchange Act. 
YES [] NO [X] 

Indicate by check mark whether the registrants (I) have filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) have been subject to such filing 
requirements for the past 90 days. 

YES [X] NO [] 

Indicate by check mark whether the registrants have submitted electronically and posted on their corporate Web site, if any, every Interactive Data File required 
to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrants were 
required to submit and post such files). 

YES [X] NO [] 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best 
of registrants' knowledge, in definitive proxy or information statements incorporated by reference in Part UI of this Form 10-K or any amendment to this Fonn 
10-K. [ l 

Indicate by cbeck mark whether TECO Energy, Inc. is a large accelerated filer, an ac;celerated filer, a non-accelerated filer, or a smaller reporting company. See 
the definitions of"large accelerated filer," "accelerated filer" and "smaller reporting companyw in Rule 12b-2 of the Exchange Act. 
0 

Large accelerated filer m [X] o Accelerated filec ID [ ] o Non-accelerated filer Ill [ ] o Smaller reporting company ID ( J 

Indicate by check mark whether Tampa Electric Company is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting 
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DEFINITIONS 

Acronyms and defined terms used in this and other filings with the U.S. Securities and Exchange Commission include the following: 
Term CD Meaning 
ABS rn asset-backed security 
ADR CD American depository receipt 
AFUDC CD allowance for funds used during construction 
AFUDC - debt CD debt component of allowance for funds used during construction 
AFUDC- equity m equity component of allowance for funds used during construction 
AMT CD alternative minimum tax 

AOCI CD accumulated other comprehensive income 

APBO rn accumulated postretirement benefit obligation 
ARO CD asset retirement obligation 
BACT CD Best Available Control Technology 
BTU CD British Thermal Unit 
capacity clause CD capacity cost-recovery clause, as established by the FPSC 
CCRs CD coal combustion residuals 
CERCLA w Comprehensive Environmental Response, Compensation and Liability Act of 1980 

CGESJ CD Central Generadora Electrica San Jose, Limitada, owner of the San Jose Power Station in Guatemala 
CMMA CD Cardno MM&A 
CMO CD collateralized mortgage obligation 

CNG CD compressed natural gas 
CPI-U CD consumer price index - all urban consumers 

COz CD carbon dioxide 
CT CD combustion turbine 
DECA II rn Distribuci6n Elc!ctrica Centro Americana, II, S.A. 
DOE CD U.S. Department of Energy 
ECRC CD environmental cost recovery clause 
EEGSA CD Empresa Electrica de Guatemala, S.A., the largest private distribution company in Central America 
EEI rn Edison Electric Institute 

' 

EGWP CD Employee Group Waiver Plan 
EPA rn U.S. Environmc:otal Protection Agency 
EPS rn earnings per share 
ERISA CD Employee Retirement Income Security Act 
EROA CD expected return on plan assets 

ERP CD enterprise resource planning 
FASB CD Financial Accounting Standards Board 
FDEP CD Florida Department of Environmental Protection 
FERC CD Federal Energy Regulatory Conunission 
FGT CD Florida Gas Transmission Company 
FPSC CD Florida Public Service Commission 
fuel clause CD fuel and purchased power cost-recovery clause, as established by the FPSC 
OAAP CD generally accepted accounting principles 
OHG CD greenhouse gas(es) 
HCIDA CD Hillsborough County Industrial Development Authority 
HPP CD Hardee Power Partners 
IFRS CD International Financial Reporting Standards 
IOCC CD integrated gasification combined-cycle 
IOU rn investor owned utility 
IRS CD Internal Revenue Service 
ISDA CD International Swaps and Derivatiyes Association 
ISO CD independent system operator 
ITCs rn investment tax credits 
kW rn Kilowatt(s) 
kWh CD kilowatt-hour(s) 
0 

2 
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LIBOR 
MAP-21 

MARN 
MBS 
MD&A 
met 
MMA 
MMBTIJ 
MRV 
MSHA 
MW 
MWh 
NAESB 
NAY 
NERC 
NOL 
Note 
NO. 
NPNS 
NYMEX 
O&M expenses 
OATT 
OCI 
OTC 
om 
PBGC 
PBO 
PCI 
PC IDA 
PGA 
PGS 
PPA 
PPSA 
PRP 
PUHCA200S 
REIT 
REMIC 
RFP 
ROE 
Regulatory ROE 
RPS 
RTO 
S&P 
SCR 
SEC 
SOl 
SERP 
SPA 
STIF 
TCAE 
Tampa Electric 
0 

London Interbank Offered Rate 
rn Moving Ahead for Progress in the 21st Century Act 
rn Ministry of Environment, Guatemala 
rn mortgage-backed securities 
rn Management's Discussion and Analysis 
rn mettalurgical 
rn The Medicare Prescription Drug, Improvement and Modernization Act of2003 
rn one million British Thermal Units 
rn market-related value 
m Mine Safety and Health Administration 
w megawatt(s) 
m megawatt-hour(s) 
m North American Energy Standards Board 
rn net asset value 
rn North American Electric Reliability Corporation 
m net operating loss 
m Note_ to consolidated financial statements 
Ill nitrogen oxide 
m normal purchase normal sale 
Ill New York Mercantile Exchange 
rn operations and maintenance expenses 
m open access transmission tariff 
m other comprehensive income 
rn over-the-counter 
rn other than temporary impairment 
m Pension Benefit Guarantee Corporation 
rn postretirement benefit obligation 
rn pulverized coal injection 
rn Polk County Industrial Development Authority 
m purchased gas adjustment 
rn Peoples Gas System, the gas division of Tampa Electric Company 
rn power purchase agreement 
m Power Plant Siting Act 
rn potentially responsible party 
rn Public Utility Holding Company Act of 200S 
m real estate investment trust 
m real estate mortgage investment conduit 
rn request for proposal 
m return on common equity 
m return on common equity as determined for regulatory purposes 
m renewable portfolio standards 
rn regional transmission organization 
m Standard and Poor's 

· 

m selective catalytic reduction 
Ill U.S. Securities and Exchange Commission 
m sulfur dioxide 
CD Supplemental Executive Retirement Plan 
m stock purchase agreement 
m short-term invesiment fund 
m Tampa Centro Americana de Electridad, Limitada, majority owner of the Alborada Power Station 
CD Tampa Electric, the electric division of Tampa Electric Company 

3 
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TEC 
TECO Diversified 
TECOCoal 

TECO Finance 
TECO Guatemala 

TEMSA 
TRC 
USACE 
VIE 
WRERA 
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rn Tampa Electric Company, the principal subsidiary ofTECO Energy, Inc. 
rn TECO Diversified, Inc., a subsidiary ofTECO Energy, Inc. and parent ofTECO Coal Corporation 
rn TECO Coal Corporation, and its subsidiaries, a coal producing subsidiary ofTECO Diversified 
rn TECO Finance, Inc., a financing subsidiary for the unregulated businesses ofTECO Energy, Inc. 

TECO Guatemala, Inc., a subsidiary ofTECO Energy, Inc., parent company of fonnerly owned generating and transmission assets 
m in Guatemala. 
rn Tecnologla Maritima, S.A., a provider of dry bulk and coal unloading services located in Guatemala 
m TEC Receivables Company 
m U.S. Anny Corps of Engineers 
m variable interest entity 
IIl The Worker, Retiree and Employer Recovery Act of2008 

4 
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Revenues from Continuing Operations rn 0 grn 0 grn 0 !l. 
(millions) m 2012 pm 2011 O!.JJ ?010 11 
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Total revenues from continuing operations rn $ 2,996.6. rn S 3,209.9 rn $ 3,363.5 

For additional financial information regarding TECO Energy's significant business segments including geographic areas, see Note 14 to the 
TECO Energy CoosoHdated Financial Statements. 

Discontinued Operations/Asset Dispositions 

TECO Energy, Inc, completed the sale of its generating and transmission assets in Guatemala during 2012 as part of a business strategy to focus 
on the domestic electric and gas utilities. 

On Sept 27, 2012, TECO Guatemala entered into an agreement to sell all of the equity interests in the Alborada and San Josl!: power stations, 
related filcilities and operations in Guatemala, for a tota] purchase price of $227.5 million in cash. The sale of the Alborada Power Station closed on the same 
date for a selling price of$12.5 million. 

On Dec. 19,2012, the closing occurred on the sale of the San Jose power station and related facilities in Guatemala for a purchase price of 
$215.0 million • . 

See Notes 19, 20 and 21 to the TECO Energy, Inc. ConsoUdated Financial Statements fur more information regarding these discontinued 
operations and asset dispositions. 

TAMPA ELECTRIC- Electric: Operations 

TEC was incorporated in Florida .in 1899 and was reincorporated in 1949. TEC is a public utility operating within the State of Florida. Its 
Tampa Electric division is engaged in the generation, purchase, transmission, distn'bution and sale of electric energy. The retail territory served comprises an 

area of about 2,000 square miles in West Central Florida, including Hillsborough County and parts of Polk, Pasco and Pinellas Counties, with an estimated 
population of over one million. The principal communities served are Tampa, Temple Terrace, Winter Haven, Plant City and Dade City. In addition, Tampa 
Electric engages in wholesale sales to utilities and other resellers of electricity. It has three electric generating stations in or near Tampa, one electric generating 
station in southwestern Polk County, Florida and one electric generating station in long-term reserve standby located near Sebring, a city in Highlands County 
in South Central Florida. 

Tampa Electric had 2,369 employees as of Dec. 31, 2012, of which 906 were represented by the International Brotherhood of Electrical Workers 
and 167 were represented by the Office and Professional Employees International Union. 

In 2012, approximately 48% of Tampa Electric's total operating revenue was derived from residential sales, 31% from commercial sales, 9% from 
industrial sales and 12% from other sales, including bulk power sales for resale. Approximately 5% of revenues were atbibutable to governmental 
municipalities. The sources of operating revenue and MWH sales for the years indicated were as follows: 
0 
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The transmission rate case updated Tampa Electric's charges under its FERC-approved OATI for the various forms of wholesale transmission 
service it provides. These rates were last updated in 2003, pursuant to a settlement agreement between the company and its then transmission customers. The . 
wholesale requirements rate proceeding addressed the rates and terms and conditions of Tampa Electric's existing wholesale customers. 

The FERC approved Tampa Electric's proposed transmission rates as filed with the FERC, which became effective Sept. 14,2010, subject to 
refund. The FERC also approved Tampa Electric's proposed wholesale requirements rates, as filed with the FERC, which became effective March I, 2011, 
subject to refund The proposed and ultimately accepted wholesale requirements and transmission rates did not have a material impact on Tampa Electric's 
results. 

Settlements were reached with the applicable customers in both cases during 2011 and filed with the FERC during the finit quarter of2012. The 
FERC accepted these settlements as filed, and the settlements took effect during the latter part of2012. Refunds with interest were provided to the customers 
last year for the differences between the settlement rates and the charges that were earlier approved by the FERC to be implemented conditionally. 

. Transactions between Tampa Electric and its affiliates are subject to regulation by the FPSC and FERC, and any charges deemed to be 
imprudently incurred may be disallowed for recovery from Tampa Electric's retail and wholesale customers. 

On Nov. 6 ,  2012, Tampa Electric received notification from the FERC that its accounting practices and financial reporting processes.would be 
audited, along with its compliance with the FERC's records retention requirements. This is considered a routine audit by the FERC staff, though it has been 
approximately 20 years since Tampa Electric last had a FERC accounting audit. 

· 

Federal, state and local environmental laws and regulations cover air quality, water quality, land use, power plant, substl!tion and transmission 
line siting, noise and aesthetics, solid waste and other environmental matters (see the Environmental Matten section). 

Competition 

Tampa Electric's retail electric business is substantially free from direct competition with other electric utilities, municipalities and public 
agencies. At the present time, the principal form of competition at the retail level consists of self-generation available to larger users of electric energy. Such 
users may.seek to expand their alternatives through various initiatives, including legislative and/or regulatory changes that would permit competition at the 
retail level. Tampa Electric intends 10 retain and expand its retail business by managing costs and providing quality service to reiail customers. 

Unlike the retail electric business, Tampa Electric com petes in the wholesale power market with other energy providers in Florida, including 
approximately 30 other investor-owned, municipal and other utilities, as· well as co-generators and other unregulated power generators with uncontracted excess 
capacity. Entities compete to provide energy on a short-term basis (i.e., hourly or daily) and on a long-term basis. Competition in these markets is primarily 
based on having available energy to sell to the wholesale market and the price. In Florida, available energy for the wholesale markets is affected by the state's 
PPSA, which sets the state's electric energy and environmental policy, and governs the building of new generation involving steam capacity of75 MW or 
more. The PPSA requires that applicants demonstrate that a plant is needed prior to receiving construction and operating permits. The effect of the PPSA has 
been to limit the number of unregulated generating units with excess capacity for sale in the wholesale power markets in FloridL 

Tampa Electric is not a major participant in the wholesale market because it uses its lower cost generation to serve its retail customer.! rather than 
the wholesale market Over the past three years, gross revenues from wholesale sales, which include fuel that is a pass-through cost, have averaged 
approximately 1% of Tampa Electric's total revenue. 

FPSC rules promote cost-competitiveness in the building of new steam generating capacity by requiring IOUs, such as Tampa Electric, to issue 
RFPs prior to filing a petition for Determination ofNeed for construction of a power plant with a steam cycle greater than 75 MW. These rules, which allow 
independent power producers and others to bid to supply the new generating capacity, provide a mechanism for expedited dispute resolution, allow bidders to 
submit new bids whenever the IOU revises its cost estimates for its self-build option, require IOUs to disclose the methodology and criteria to be used 10 
evaluate the bids and provide more stringent standards for the IOUs to recover cost overruns in the event that the self-build option is deemed the most cost­
effective. 

Fuel 

Approximately 6 1% of Tampa Electric's generation of electricity for 2012 was coal-fired, with natural gas representing approximately 39% and oil 
representing less than I%. Tampa Electric used its generating units to meet approximately 94% of the total system load requirements, with the remaining 6% 
coming from purchased power. Tampa Electric's average delivered fuel cost per MMBTIJ and average delivered cost per ton of coal burned have been as 

follows: 
0 
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Tampa Electric's generating stations bum fuels as follows: Bayside Station bums natural gas; Big Bend Station, which has SO 1 scrubber 
capabilities and NO, reduction systems, bums a combination of high-sulfur coal and petroleum coke, No.2 fuel oil and natural gas at CT4; Polk Power 
Station bums a blend of low-sulfur coal and petroleum coke (which is.gasified and subject to sulfur and particulate matter removal pri9r to combustion), 
natura:! gas and oil; and Phillips Station, which burned residual fuel oil and was placed on long-term standby in September 2009. 

Coal. Tampa Electric burned approximately 4.7 million tons of coal and petroleum coke during 2012 and estimates that its combined coal and 
petroleum coke consumption will be about 4.8 million tons in 2013. During 2012, Tampa Electric purchased approximately 800A. of its coal \Uider long-term 
contracts with four suppliers, and approximately 200A. of its coal and petroleum coke in the spot market Tampa Electric expects to obtain approximately 71% 
of its coal and petroleum coke requirements in 2013 under long-term contracts with four suppliers and the remaining 29% in the spot market. 

Tampa Electric's long-term contracts provide for revisions in the base price to refl�ct changes in several important cost factors and for suspension 
or reduction of deliveries if environmental regulations should prevent Tampa Electric from burning the coal supplied, provided that a good faith effort has been 
made to continue burning such coal. 

[n 2012, approximately 86% of Tampa Electric's coal supply was deep-mined, approximaiely 8% was surface-mined and the remaining was 
petroleum coke. Federal surface-mining laws and regulations have not had any material adverse impact on Tampa Electric's coal supply or �Its of its 
operations. Tampa Electric cannot predict, however, the effect of any future mining laws and regulations. . 

Natural Gas. As of Dec. 31,2012, approximately 65% of Tampa Electric's 1,250,000 MMBTU gas storage capacity was full. Tampa Electric 
has contracted for 70% of its expected gas needs for the April 2013 through October 2013 period. [n early March 2013, to meet its generation requirements, 
Tampa Electric expects to issue RFPs to meet its remaining 2013 gas needs and begin contracting for its 2014 gas needs. Additional volume requirements in 
excess of projected gas needs are purchased on the short-term spot market. 

OiL Tampa Electric has agreements in place to purchase low sulfur No. 2 fuel oil for its Big Bend and Polk Power stations. All of these 
agreements have prices that are based on spot indices. 

Franchises and Other Rights 

Tampa Electric holds franchises and other rights that, together with its charter powers, govern the placement of Tampa Electric's facilities on the 
public rights-of-way as it carries for its retail business in the localities it serves. The franchises specify the negotiated terms and conditions governing Tampa 
Electric's use of public rights-of-way and other public property within the municipalities it serves during the term of the franchise agreement. The franchises 
are irrevocable and not subject to amendment without the consent of Tampa Electric (except to the extent certain city ordinances relating to permitting and like 
matters are modified from time to time), although, in certain events, they are subject to forfeiture. 

Florida municipalities are prohibited from granting any franchise for a term exceeding 30 years. The City of Temple Terrace reserved the nght to 
purchase Tampa Electric's property used in the exercise of its franchise if the franchise is not renewed. [n the absence of such right to purchase, based on 
judicial precedent, if the franchise agreement is not renewed, Tampa Electric would be able to continue to use public rights-of-way within the municipality, 
subject to reasonable rules and regulations imposed by the municipalities. 

Tampa Electric has franchise agreements with 13 incorporated municipalities within its retail service area. These agreements have various 
expiration dates through September 2040. 

· 

Franchise fees payable by Tampa Electric, which totaled $44.3 million at Dec. 31, 20 12, are calculated using a forinula based primarily on 
electric revenues and are collected on customers' bills. 

Utility operations in Hillsborough, Pasco, Pinellas and Polk Co\Uities outside of incorporated municipalities are condilcted in each case under one 
or more permits to use state or co\Uity rights-of-way granted by the Florida Department of Transportation or the County Commissioners of such counties. 
There is no law limiting the time for which such permits may be granted by counties. There are no fixed expiration dates for the Hillsborough County, Pinellas 
County and Polk County agreements. The agreement covering electric operations in Pasco County expires in 2023. 

Environmental Matters 

Tampa Electric operates stationary sources with air emissions regulated by the Clean Air Act, and material Clean Water Act implications and 
impacts by federal and state legislative initiatives. Tampa Electric Company, through its Tampa 
0 
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Electric and PGS divisions, is a PRP for certain superfund sites and, through its PGS division, for certain former manufactured gas plant sites . 

Emission Reductions 
Tampa Electric has undertaken major steps to dramatically reduce its air emissions through a series of voluntary actions, including technology 

selection (e.g., IGCC) and conversion of coal-fired units to natural-gas fired combined cycle); implementation of a responsible fuel mix taking into account 
price and reliability impacts to its customers; a substantial capital expenditure program to add BACT emissions controls; implementation of additional 
controls to accomplish early reductions of certain emissions; and enhanced controls and monitoring systems for certain pollutants. 

Tampa Electric, through voluntary negotiations in 1999 with the EPA, the U.S. Department of Justice and the FDEP, signed a Consent Decree, 
as settlement of federal and state litigation to dramatically decrease emissions from its power plants. Tampa Electric has notified the parties that all obligations 
of the Consent Decree have been fulfilled and intends to file documents with the court to terminate the Consent Decree in 2013. 

The emission reduction requirements of these agreements resulted in the repowering of the coal-fired Gannon Power Station to natural gas, which 
was renamed as the H. L. Culbreath Bayside Power Station (Bayside Power Station), enhanced availability of flue-gas desulfurization systems (scrubbers) at 
Big Bend Station to help reduce S02. and installation ofSCR systems for NO, reduction on Big Bend Units I through 4. Cost recovery for the SCRs began 
for each unit in the year that the unit entered service through the ECRC (see the Regulation section). 

As a result of the actions taken under the consent decree, emissions of all pollutant types have been significantly reduced Since 1998, Tampa 
Electric has reduced annual SOz, NOx and PM emissions from its facilities by 164,000 tons (94%), 63,000 tons (91%) and 4,500 tons (87%), respectively. 

Reductions in mercury emissions also have occurred due to the repowering of the Gannon Power Station to the Bayside Power Station. At the 
Bayside Power Station, where mercury levels have decreased 99% below 1998 levels, there are virtually zero mercury emissions. Additional mercury 
reductions have been achieved from the installation of the SCRs at Big Bend Power Station, which have led to a system wide reduction of mercury emissions 
of more than 90% from 1998 levels. 

Carbon Reductions and GHG 
Tampa Electric has historically supported voluntary efforts to reduce carbon emissions and has taken significant steps to reduce overall 

emissions at Tampa Electric's facilities. Since 1998, Tampa Electric has reduced its system-wide emissions of COz by approximately 20"/o, bringing 
emissions to near 1990 levels. Tampa Electric expects emissions of COz to rernsin near 1990 levels until the addition of the next baseload unit, which is 
scheduled to be in service in Jan�ary 2017 (see the Tampa Electric and Capital Expenditures sections). Tampa Electric estimates that the repowering to 
natural gas and the shut-down of the Gannon Station coal-fired units resulted in an annual decrease in CO z emissions of approximately 4.8 million tons below 
1998 levels. During this same time frame, the numbers of retail customers and retail energy sales have risen by approximately 25%. 

Tampa Electric expects that the costs to comply with new environmental regulations would be eligible for-recoVery through the ECRC. If approved 
as prudent, the costs required to comply with CO z emissions reductions would be reflected in customers' bills. If the regulation allowing cost recovery is 
changed and the cost of compliance is not recovered through the ECRC, Tampa Electric could seek to recover those. costs through a base-rate proceeding, but 
.c�not predict whether the FPSC would grant such recovery . 

Superfund and Former Manufactured Gas Plant Sites 
· 

. TEC, through its Tampa Electric division, is a PRP for certain superfund sites and, through its PGS division, for certain former manufactured 
gas plant sites. While the joint and several liability associated with theSe sites presents the potential for significant response costs, as of Dec. 31, 2012, TEC 
has estimated its ultimate financial liability to be approximately $37.5 million (primarily related to PGS), and this amount has been reflected in the company's 
financial statements. The environmental remediation costs associated with these sites, which are expected to be paid over many years, are not expected to have 
a significant impact on customer prices. The amounts represent only the estimated portion of the cleanup costs attributable to TEC. The estimates to perform 
the work are based on actUal estimates obtained from contractors or TEC's experience with similar work, adjusted for site specific conditions and agreements 
with the respective govemmental·agencies. The estimates are made in current dollars, are not discounted and do not assume any insurance recoveries. 

Allocation of the responsibility for remediation costs among TEC and other PRPs is based on each party's relative ownership interest in or usage 
of a site. Accordingly, TEC' s share of remediation costs varies with each site. In virtually all instances where other PRPs are involved, those PRPs are 

considered credit-worthy. 
Factors that could impact these estimates include the ability of other PRPs to pay their pro-rata portion of the cleanup costs, additional testing and 

inyestigation which could expand the scope of the cleanup activities, additional liability that might arise from the cleanup activities themselves or changes in 
laws or regulations that could require additional remediation. Under current regulation, these additional costs would be eligible for recovery through customer 
rates. 
0 
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Tampa Electric's and PGS' s retail operations are regulated by the FPSC, which has jurisdiction over retail rates, quality of service and reliability, 
issuances of securities, planning, siting and construction of facilities, accounting and depreciation practices, and other matters. 

[n general, the FPSC's pricing objective is to set rates at a level that provides an opportunity for the utility to collect total revenues (revenue requirements) 
equal to its cost to provide service, plus a reasonable return on invested capital. 

For both Tampa Electric and PGS, the costs of owning. operating and maintaining the utility systems, excluding fuel and conservation costs as well as 
purchased power and certain environmental costs for the electric system, are recovered through base rates. These costs include O&M expense, depreciation 
and taxes, as well as a return on investment in assets used and useful in providing electric and natural gas distribution services (rate base). The rate of return 
on rate base, which is intended to approximate the individual company's weighted cost of capital, primarily includes its costs for debt, deferred income taxes 
at a zero-cost rate and an allowed ROE. Base rates are determined in FPSC revenue requirement and rate setting hearings which occur at irregular intervals at 
the initiative of Tampa Electric, PGS, the FPSC or other parties. 

Tampa Electric is also subject to regulation by the FERC in various J;CSpects, including wholesale power sales, certain wholesale power purchases, 
transmission and ancillary services, and accounting practices. 

Federal, state and local environmental laws and regulations cover air quality, water quality, land use, power plant, substation and transmission line siting, 
noise and aesthetics, solid waste and other environmental matters (see the Environmental Compliance section). 

Tampa Eleetrlc: - Base Rates 

Tampa Electric's rates and allowed ROB range of 10.25% tO 1225%, with a midpoint of I 1.25%, were established in 2009, and are in effect until such 
time as changes are occasioned by an agreement approved by the FPSC or other FPSC actions as a result of rate or other proceedings initiated by Tampa 
Electric, the FPSC or other interested parties. 

Tampa Electric's base rates were established in March 2009, when the FPSC awarded $104 million higher revenue requirements effective in May 2009 that 
authorized an ROE mid-point of 11.25%, 54.0"/o equity in the capital structure, and 2009 13-month average rate base of$3.4 billion. [n a series of su!>sequent 
decisions in 2009 and 2010 related to a calculation error and a step increase for five peaking combustion turbines and solid-fuel rail unloading facilities at the 
Big Bend Power Station that entered service before the end of 2009, base rates increased an additional $33.5 million. 

As a result of increasing pressure on O&M expense, higher depreciation expense from required infrastructure added to serve customers, and an economic 
recovery that has been slower than expected compared to the assumptions in Tampa Electric's last base rate proceeding in 2009, on Feb. 4, 2013, Tampa 
Electric notified the FPSC that it is planning to file a new base rate proceeding in April for new rates effective in early 2014. The actual revenue requirement 
calculation is not fmal, but is estimated to be approximately $135 million. 

Tampa Electric Cost�Recovery Clauses 

Fuel, purchased power, conservation and certain environmental costs are recovered through levelized monthly charges established pursuant to the FPSC' s 
cost-recovery clauses. These charges, which are reset annually in an FPSC proceeding. are based on estimated fuel, environmental compliance, conservation 
programs and purchased power c9sts and estimated customer usage for a calendar year recovery period, with a true-up adjustment to reflect the variance of 
actual costs to projected costs for prior periods. The FPSC may disallow recovery of any costs it considers unreasonable or imprudently incurred. 

[n September 2012, Tampa Electric filed with the FPSC for approval of cost-recovery rates for fuel and purchased power, capacity, environmental and 
conservation costs for the period January through December 2013. In November 2012, the FPSC approved Tampa Electric's requested rates. The rates include 
the projected cost for natural gas, oil.and coal, including transportation, for 2012 and the net over-recovery of fuel, purchased power and capacity clause 
expenses, which were collected in 2012 and 20 II. Rates approved for 2013 also reflected a two-tiered residential fuel factor structure with a lower factor for the 
first 1,000 kWh used each month. Due to increased reliance on natural gas to fuel its generating fleet and continued low natural gas prices, Tampa Electric's 
residential customer rate per 1,000 kWh decreased 4% from $106.90 in 2012 to $102.58 in 2013. 

Transmission and Wholesale Rate Cases 

In July 2010, Tampa Electric tiled transmission rate and wholesale requirements cases with the FERC. The 
0 
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Parent Cash Overview 

• NOL position provides significant cash to parent 
- NOL tax asset $465 million at 3/31/13 

- AMT credit carry forwards $215 million at 3/31/13 

• Bonus depreciation and repair treatment have extended NOL 

realization 
- Expect to realize NOL benefits through 2017, AMT carry forwards 

available after NOL's are exhausted 
- Most recent impact coincides with Tampa Electric's need for cash 

from parent to support capital structure ($220- $250 million) 
- Majority of proceeds from the sale of TECO Guatemala will support 

investment in Tampa Electric in this time period 

• Support Tampa Electric's capital spending program without 
issuing equity 
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Conclusion 

• Meeting the challenges of 2013 

- Tampa Electric's need for base rate relief 

- Maintaining TECO Coal profitability in weak coal market 

• Outlook for improved 2014 financial results is strong 

- New rates at Tampa Electric 

- Continued growth in the state and local economies 

- Investments in our core utilities 

• Investment in Polk 2-5 conversion 

• Conversions from petroleum and propane to natural gas and compressed 
natural gas vehicle conversions growing 

• Strong cash flow gen�ration supports growth 

• Significant balance sheet and credit ratings improvements 

19 



• 

- --- ---------------

• DoCket No. 130040-. . 
TECO Energy Investor Presentations 

Exhibit RAB-6, Page 8 of 19 

TECO Energy 

American Gas Association 
Financial Forum 

Scottsdale, AZ 

May 7, 2012 

1 



• • 

John Ramil 

Docket No. 13004� 
TECO Energy Investor Presentations 

Exhibit RAB-6: Page 9 of 19 

11 . •• 
... 

.!'. 

Chief Executive Officer 

3 

-1 

� 
0 
m 

�ill 
�� 
� 5" 0 
)> (i O 
m"'� 
a, om 

��i 
miil? 

<C"' .... 
m R>w 

::10 <Ciii� 
=S:9 <Cmm 



• • Docket No. 13004� 
TECO Energy Investor Presentations 

Exhibit RAB-6, Page 10 of 19 

Florida Economy 

• Unemployment rate declining 
- U.S. 8.2 %, Florida 9.0%, Hillsborough County 8.5% 
- Florida's civilian labor force grew 56,000 over past 12 months 

• Employment is increasing 
- Florida added 90,000 jobs in the last year 

• Retail trade, transportation, professional services, private health 
and education services and tourism related 

- Tamp a area added more than 20,000 jobs in the last year 

• Second largest job growth in Florida over that period 

• Taxable sales are increasing 

• Outlook is for continued improvement in the economy 
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Florida Economy 

• Housing market continues to improve 
- Metrostudy data indicates Tampa area new home construction 

activity is increasing 

• Single family building permits trending up 
- Existing home resales +5% 12-months ended March 2012 

- Inventory of existing homes for sale less than 6 months 

• Does not include foreclosures not on the market 

- Average selling prices generally improving 

• Foreclosure activity in Tampa Electric's primary service 
area are comparable to national trends 
- RealtyTrac data indicates 11 ,000 homes in foreclosure in 

Hillsborough County, up from year-end, but down from 16,000 
March 2011 
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Expect Significant Cash Generation 

• TECO Energy expects to generate significant free cash 
flow after dividends for the next several years 

- Strong cash generation from operating companies 

- Net Operating Loss (NOL) position for income tax 
purposes 

• $450 million balance at 12/31/11 

• Expect to pay minimal cash taxes through 2016 

- No significant TECO Energy debt maturities until 2015 

• Expect cash generation to retire 2015 debt 

• Tampa Electric and PGS expect to fund growth through 
internally generated funds, equity contributions from 
parent and external debt financing 
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Conclusion 

• Florida economy is improving 
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• Expect the Florida utilities to earn allowed returns 

• Long-term growth at Tampa Electric from investment in 
generating capacity 

• Strong cash flow generation 
- Ability to fund capital expenditures 

• Dividend policy targeting a payout ratio of 60-70% of 
consolidated net income 
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Tampa Area Existing Home Resales 

12-month ended March 2012 average monthly homes sales +5.0% 
vs. 12 months ended March 2011 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY NO. 3 

PAGE 1 OF 1 

FILED: JULY 5, 2013 

3 .. Regarding Gillete at 5:18-25 and 15:4-9. Please provide the annual 
amounts Tampa Electric has spent on capital expenditures since January 
1, 2009. 

A. 2009 $506,047,000 
2010 $301 ,000,000 
2011 $325,701 ,000 

2012 $342,884,000 
2013 $420,570,000 Budget 
2014 $640,637,000 Budget" 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 61 

BATES STAMPED PAGE: 1902 

FILED: JULY 5, 2013 

Regarding Hevert at 39:15-17. Please provide the company by company 
analysis of each proxy company's risk profiles performed prior to April 5, 
2013. 

Please refer to Mr. Hevert's response to OPC's Fourth Set of Interrogatories 
No. 35, as filed on May 20, 2013 . 
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TAMPA ELECTRIC COMPANY 

DOCKET N0.130040-EI 
OPC'S FOURTH SET OF 
INTERROGATORIES 
INTERROGATORY NO. 35 
PAGE 1 OF 1 

FILED: MAY 20, 2013 

Proxy Groups. With reference to pages 14, line 9, to page 15, line 4, of Witness 
Robert 8. Hevert's direct testimony please: 

a. List all companies initially considered for inclusion in the proxy group; 

b. For the companies eliminated by each of the screens, provide the reason 
and/or the metric that led to the elimination from the proxy group; 

c. The reasoning to use the 60% figure; and 

d. The reasoning to use the 90% figure. 

a-b Please see response to OPC's 4th request for PODs (No. 35) on Tampa 
Electric's External SharePoint Site, (BS 500) Attachment 35.xlsx. 

c. As noted on pages 13-14 of the direct testimony of Robert B. Hevert, 
witness Hevert's objective in selecting a proxy group is that the proxy 
group· is highly representative of the risks and prospects faced by Tampa 
Electric, which is a 100 percent rate-regulated electric utility. Therefore, 
witness Hevert selected companies with at least 60 percent of 
consolidated net operating income derived from regulated operations in 
order to ensure that the proxy group companies had rate-regulated 
operations similar to the subject company. The threshold to eliminate 
companies with significant unregulated operations must balance the need 
to develop a group of companies that is fundamentally comparable to 
Tampa Electric with the need to develop a proxy group of sufficient size. 
In witness Hevert's view, the 60 percent threshold reasonably balances 
those objectives. 

d. As noted on pages 13-14 of the direct testimony of Robert B. Hevert, 
witness Hevert's objective in selecting a proxy group is to select 
companies tha� are highly representative of the risks and prospects faced 
by Tampa Electric, which is a 100 percent rate-regulated electric utility. 
Because natural gas operations tend to be viewed as distinct operating 
segments, it is important to develop a group of proxy companies that are 
primarily regulated electric utilities. In Mr. Hevert's view, the 90 percent 
threshold accomplishes that objective while at the same time producing a 
proxy group of sufficient size . 

6 



• 

55. 

A. 

• 

• 

Docket No. 130040-EI 
Tampa Electric Discovery Responses 

Exhibit RAB-7, Page 4 of 28 

TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 
HUA'S SECOND REQUEST FOR 
PRODUCTION OF DOCUMENTS 
DOCUMENT NO. 55 

BATES STAMPED PAGE: 1783 
FILED: JULY 5, 2013 

Regarding Hevert at 10:21-22. Please provide all studies created or reviewed 
by Mr. Hevert prior to April 5, 2013 that discuss or analyze whether Tampa 
Electric's capital expenditures are "substantial" as compared to his proxy 
group. 

Mr. Hevert has not created or reviewed any analysis to determine whether 
Tampa Electric's capital expenditures are "substantial" as compared to his 
proxy group . 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY NO. 26 

PAGE 1 OF 1 

FILED: JULY 5, 2013 

Regarding Hevert at 10:21-22. Please explain why Mr. Hevert believes 
Tampa Electric's capital expenditure plans are "substantial" and the 
benchmark by which he determined the plans as "substantial." 

While Mr. Hevert does not employ a strict benchmark to determine 
"substantial" levels of capital expenditures, he notes that TECO Energy 
has included a discussion of Tampa Electric's capital expenditure plans in 
recent investor presentations. In Mr. Hevert's experience, investor's 
consider the capital expenditures ·when assessing a given company's risk 
profile. Please refer to Hevert at 40:9-45:21, which discusses credit 
agencies' and equity investors' recognition of increased risk due to high 
levels·of capital expenditures. Witnesses Hornick, Chronister, and Young 
describe the company's capital investment plans in their direct 
testimonies . 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA•s SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 30 

BATES STAMPED PAGES: 1416-1417 

FILED: JULY 5, 2013 

Regarding Callahan at 9:23-25. Please provide all studies or other evidence 
that Ms. Callahan relies on for her assertion that Tampa Electric's capital 
spending program is "very substantial." 

Please see attach_ed 2012 10-K 2012 Cap Ex table. In addition, please see 
the Commission's Final Order granting determination of need for Polk 2-5 
combined cycle conversion, issued on January 8, 2013. 

http://www.floridapsc.com/library/filings/13/00136-13/00136-13.pdf 
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CAPITAL INVESTMENTS 

(millions) 
Tampa Electric\') 

Transmission 
Distribution 
Generation 
New generation and transmission 
Other 
Other environmental 

Tampa Electric total 
Net cash effect of AFUDC, accruals and 
retentions en 

Tampa Electric net 
Peoples Gas 
Unregulated companies 
Total 

Docket No. 130040-EI 
Tampa Electric Discovery Responses 

Exhibit RAB-7, Page 7 of 28 

Capital Investments 

Actual2012 2013 2014 

$31 $30 $35 
103 105 115 
153 165 170 

5 50 210 
28 30 35 
23 40 75 

343 420 640 
-- -

19 
362 420 640 

98 80 100 
45 20 35 

$505 $520 $775 

TAMPA ELECTRIC COMPANY 

DOCKET N0.130040-EI 
.

. :;i· 
HUA'S SECOND REQUEST FOR PODS 

FILED: JULYS, 2013 

. �.· 
Forecast ····-: 

2013-2017 .. 

2015-2017 Total 

$70 $135 
325 545 · ·· · ·  
395 730 
345 60.5 

95 160 
25 140 

1,255 2.315 
- --

1,255 2.315 
310 490 
120 175. 

$1,685 $2,980 
(I) Individual tiDe Items exclude AFUDCdebt and eqmty; however total AFUDC IS a recoDCiling 1tem m 20 12. 

TECO Energy's 2012 capital expenditures. of $505 million included $362 million at Tampa Electric, including AFUDC" 
debt and equity. Capital expenditures at PGS were $98 million in 2012. Tampa Electric's capital expenditures in 2012 
included $17 million for a reclaimed water pipeline to serve the Polk Power Station, approximately $40 million to improve 
the Big Bend Station solid fuel handling and flue gas desulphurization systems reliability, for equipment and facilities to 
meet modest customer growth, generating equipment maintenance, and environmental compliance. Capital expenditures 
for PGS were approximately $70 million for system expansion. including $25 million for a 30-mile pipeline extension to 
convert a paperboard manufacturer from petroleum to natural gas; approximately $3 million to acquire a block propane 
system and extend the natural gas pipeline system to serve major commercial customers in a resort area of Southwest 
florida; and approximately $27 million for maintenance of the existing system. TECO Coal's capital expenditures 
included $30 million primarily for normal mining equipment replacement, and $5 million for permitting and surface site 
preparation for new metallurgical coal reserves announced in November 2011. 

TECO Energy estimates capital spending for ongoing operations to be $520 million for 2013 and approximately $2.5 
billion during the 2014-2017 period. As described below, this forecast includes $610 million for Tampa Electric's next 
increment of generation expansion, including transmission system improvements to support the increased plant output 

· 

For 2013, Tampa Electric expects to spend $420 million. For the transmission and distribution systems, Tampa Electric 
expects to spend $135 million in 20 l3, including approximately $95 million for normal transmission and distribution 
system expansion and reliability, and approximately $40 million for transmission and distribution system storm hardening. 
Capital expenditures for the existing generating facilities of $165 million include approximately $20 million for repair and 
refurbishments of Cfs under long-term agreements with equipment manufacturers. approximately $70 million for 
generating unit outages in 2013 and advanee purchases for 20l4 unit outages, $35 million for a reclaimed water pipeline to 
eliminate ground water usage at the Polk Power Station, approximately $15 million to improve. the Big Bend Station solid 
fuel handling system reliability and $25 million for other improvements and refurbishments to generating units. In 
addition, Tampa Electric expects to spend $40 million for envi,ronmental compliance programs and improvements to 
environmental control equipment in 2013. 

In the 2014- 2017 period, Tampa Electric expects to spend approximately $320 million annually to support normal 
system growth and reliability, environmental compliance and improvements to computer systems to serve customers 
better. This level of ongoing capital expenditures reflects the costs for materials and contractors, long-term regulatory 
requi rements for storm hardening, and an actiye program of transmission and distribution system upgrades which will 
occur over the forecast period. These programs and requirements include: approximately $20 million annually for repair 
and refurbishments of CTs Iinder long-term agreements with equipment manufacturers, average aJUlual expenditures of 
more than $130 million to support generating unit availability aJi.d reliability, combustion by-product handling and storag�. 
and coal-handling equipment replacement and refurbishment; average annual expenditures of more than $30 million for 
general infrastructure and facilities; average annual expenditures of approximately $30 million for transmission and 
distribution system storm hardening; approximately $115 million arulUally for transmission and distribution system 

59 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 
HUA'S SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 31 
BATES STAMPED PAGES: 1418 -1426 
FILED: JULY 5, 2013 

Regarding Callahan at 9:23-25. Please provide any documents comparing 
Tampa Electric's capital expenditures to those of other utilities. 

The requested documents are attached. 
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INANCIAL FOCUS 
FINANCIAL FOCUS SPECIAL REPORT May 31, 2013 

CAPITAL EXPENDITURE UPDATE 

Spending headed higher In 2013 

capital spending throughout the U.S. power and gas sectors remains strong, driven by the need to 
replace an aging generation fleet, infrastructure upgrades to the transmission and distribution systems, 
coal-to-gas switching prompted by the economics of natural gas prices, and increasingly stringent 
environmental regulations. These factors, combined with utility initiatives to deploy new technologies and 
meet future customer demand growth, indicate that capital spending should remain elevated for the 
foreseeable future. An analysis of fOnnal utility industry spending forecasts, as summarized in Graph 1 
below, suggests that aggregate capital expenditure levels over the years 2013-2015, are in fact, 
expected to be considerably -higher than previous spending lew!ls. We note that the estimates Included in 
this study are derived from fonnal company forecasts and, accordingly, reflect committed projects. 

Total Capital Expondlturws for 47-compony Unlv­
(HIItorlcollllld Fo..-.1 llllllotoo) 

gwu 
Cap Ex by Buolneao Type • Eleclltc Comp.­

(2013-2015) 

=�Dalfi=H 
�it i=I:IHH 

Gao 
9.4'!1. 

l!ilvlronmontll 
t:.'IIW 1.6% 

2005 2006 2007 2008 2009 2010 2011 20U 2013E 2014E 2015E Renewabln4.6'11o 
3.1'!1. 

Soun:e: SNL energy 

The trend toward new Infrastructure Investment Is tied to the industry's now pervasive "back to basics" 
strategy- essentially Investing In existing and ancillary energy businesses as a means of growing profits. 
After a most trying time in financial markets, stemming from intense uncertainty tied to the recession, 
financial measures in the group stabilized, and many companies returned to a more aggressive spending 
posture beginning In 2011, by Initiating work on numerous new and/or postponed projects. 

Much of the recent increase in spending by electric companies is tied to compliance with both a spectrum 
of guidelines issued by the Environmental Protection Agency (EPA) (aimed at more stringent 
environmental restrictions), and the ever-popular renewable portfolio requirements (resulting in new 
wind and solar facilities). Based on available forecasts, spending is headed substantially higher In 2013, 
but then drops off somewhat In the 2014 and 2015 tlmeframe. However, we believe capital expenditure 
levels will increase over time In order to comply with further governmental policy requirements. We note 
that over the past few years, many companies' Initial capital spending forecasts for the current year 
have, by and large, been lower than forecasts provided at later dates. For instance, as displayed in 
Table 5, the average amount of spending forecasted in November 2012 for the full-year 2013 was 8.4% 
below the most recent forecasts. This latest instance could be due to the fact that companies now have a 
clearer picture of EPA guidelines and other governmental policy requirements. 

In the wake of these developments, utilities have been forced to decide whether to make substantial 
capital investments in environmental upgrades or to retire plants. With an abundant supply of shale gas, 
U.S. gas prices fell to a 10-year low of $1.90 per MMBtu in 2012. Although gas prices have rebounded to 
more than $4, prices are still well below historic averages, arid projections for shale gas reserves suggest 
prices will remain depressed for quite some time. As a result, many older coal plants have been slated for 
retirement, and many utilitieS have shifted from coal to natural gas to fill the capacity void. Despite the 
drop in sales growth throughout the economic downturn over the past several years, new capacity will 
still be needed to meet rising customer demand, thus exacerbating the need for increasing construction 
expenditures • 

30 Montgomery Street, Jersey City, NJ 07302 • Phone 201.433.5507 • Fax 201.433.6138 • rra@snl.com 
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Notes to Table 4· 

HUA'S SECOND REQUEST FOR PODS 

FILED: JULY 5, 2013 

RRAestimate for proportion related to en�ronmental and/or renewable spending 

Maintenance and growth capital expenditure apportioned to: generation 15%, T&D 65%, other 20% 

Spending on fuel induded in generation 

Nuclear spending included In generation 

lndudes potential capital expenditures that may not be realized 

Capital expenditures calailated and apportioned as per RRA adjustments 

A..erage shown for any range pi'O\ided by the company 

Fac!Set estimates for years in which company has not pro�ded data 

lndudes only capital expenditures that haw been approwd by NEE's board of directors 

lndudes the potential inwstmentforthe Praire \Mnd Transmission joint wnture 

• Claaslftcation by business l)pe unawllable for some years, resulting In "below the line" II sUng 
•• Eledric T&D lndudes Smart Metering/AMI 
Percentages of three-year total shown next to each category 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 23 

BATES STAMPED PAGE: 748 
FILED: JULY 5, 2013 

Regarding Callahan at 12:12-13:24 and HUA Interrogatory No. 9. Please 
provide all documents prepared by or on behalf of Tampa Electric prior to 
April 5, 2013 that quantify or compare the costs and benefits of maintaining or 
enhancing Tampa Electric's "financial integrity.n 

The company has no documents that are responsive to this request. 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 33 

BATES STAMPED PAGE: 1428 

FILED: JULY 5, 2013 

Regarding Callahan at 13:9-12. Please provide all studies or documents 
prepared by or on behalf of Tampa Electric prior to April 5, 2013 that relate to 
whether "[m]aintaining a strong financial position allows the company to 
finance infrastructure investments at a lower cost than would otherwise be 
possible." 

The company has no documents that are responsive to this request. 
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TAMPA ELECTRIC COMPANY 

DOCKET N0.130040-EI 

HUA'S SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 34 

BATES STAMPED PAGE: 1429 

FILED: JULY 5, 2013 

Regarding Callahan at 17:21-25 and 19:1-3. Please provide all studies or 
documents prepared by or on behalf of Tampa Electric prior to April 5, 2013 
that discuss or analyze whether "Tampa Electric's current ratings provide a 
reasonable degree of assurance that ratings will not slip below investment 
grade in the event of a catastrophe, such as a hurricane or other unforeseen 
event." 

The company has no documents that are responsive to this request. 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 18 

BATES STAMPED PAGE: 733 

FILED: JULY 5, 2013 

Regarding Gillete at 6:16-23. Please provide all documents created by or on 
behalf of Tampa Electric that discuss or analyze the costs or tradeoff's that 
Tampa Electric will or could incur in order to obtain the "best rate[]" for capital. 

The company has no documents that are responsive to this request. 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY NO. 9 
PAGE 1 OF 1 
FILED: JULY 5, 2013 

Regarding Callahan at 12:12-13:24. Please list and describe each cost 
associated with maintaining or enhancing Tampa Electric's "financial 
integrity." 

The cost of maintaining financial integrity includes financing costs 
associated with maintaining committed credit facilities with financial 
institutions (liquidity) and the costs required to compensate long-term 
equity and debt capital providers . 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 36 

BATES STAMPED PAGE: 1431 

FILED: JULY 5, 2013 

Regarding Callahan at 20:3-8 and SWC-1, Document No.5. Please provide 
all documents that demonstrate the average cost of long term debt for electric 
utilities for each debt rating provided in Exh. No. SWC-1, Document No. 5 
historically and projected into the future·. 

The company has no documents that are responsive to this request. · 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S SECOND REQUEST FOR 

PRODUCTION OF DOCUMENTS 

DOCUMENT NO. 37 

BATES STAMPED PAGES: 1432 -1439 

FILED: JULY 5, 2013 

Regarding Callahan at 22:11-23. Please provide all documents explaining 
the ranking system utilized by Regulatory Research Associates. 

The requested documents are attached. 
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•):• Regulatory Research Associates 

DOCKET N0.130040-EI 

HUA'S SECOND REQUEST FOR PODS 

FILED: JULY 5, 2013 

EGULATORY FOCUS 
January 16, 2013 

STATE REGULATORY EVALUATIONS 
.., Including an Overview of RRA 's ranking process "' 

As part of RRA's regulatory research effort, we evaluate the regulatory climates of the SO states and 
the District of Columbia on an ongoing basis. The evaluations are assigned from an investor perspective and 
indicate the � regulato,.Y risk associated with the ownership of securities issued by each jurisdiction's 
electric and gas utilities. Each evaluation is based upon our consideration of the numerous factors affecting 
the regulatory process In the state, and Is changed as major events occur that cause us to modify our view of 
the regulatory risk accruing to the ownership of utility securities In that Individual jurisdiction. 

We also review our evaluations when we update our Commission Profiles, and when we publish this 
quarterly comparative evaluations report. The majority of factors that we consider are discussed in � 
Notes articles, Commission Profiles, or Final Reports. We also consider Information obtained from contacts 
with commission, company, and government personnel in the course of our research. The final evaluation 
reflects our assessment of the probable level and quality of the earnings to be realized by the state's utilities 
as a result of regulatory, legislative, and court actions. 

RRA maintains three principal rating categories, Above Average, Average, and Below Average, with 
Above Average Indicating a relatively more-constructive, lower-risk regulatory environment from an Investor 
viewpoint, and Below Average Indicating a less-constructive, higher-risk regulatory climate from an Investor 
viewpoint. Within the three principal rating categories, the numbers 1, 2, and 3 Indicate relative position. The 
designation 1 indicates a stronger (more constructive) rating; 2, a mid-range rating; and, 3, a weaker (less 
constructive) rating. We endeavor to maintain about an equ·al number of ratings above the average and below 
the average. The graph below depicts the current distribution of our rankings. (A more detailed explanation 
of our ratings process can be found In the Appendix that begins on page 3.) 

RRA State Regulatory Rankings - Jan. 16, 2013 16 .. ---·-·-·-·----·-----·-.. 
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Source: Regulatory Research Assoclates/SNL Energy 

A1 A2 

RRARanldng 

BA1 BA2 BA3 

Our previous "State Regulatory Evaluations• report was published Oct. 12, 2012, at which time we 
noted no ratings changes. At this time we are making three ranking changes. As a result of recent 
constructive rulings, Including an April 2012 rate case order for Southern Company subsidiary Gulf Power (see 
the Final Report dated 4/13/13}, and especially the Commission's December 2012 adoption of a non­
unanimous settlement in a base rate case for NextEra Energy subsidiary Florida Power&. Light (see the BRA 
article dated 12/13/12}, we are raising our rating of f1QriQ2 regulation to Above Averaqe/3 from Average/1. 
To our knowledge, this Is the first time in the last 30 years that the Florida Public Service Commission has 
approved a settlement when faced with opposition by the Public Counsel. In addition, In light of certain 
constructive developments, Including the Implementation of an alternative regulation framework for each of 
the state's electric utilities, we are raising our rating of� regulation to Averaqe/1 from Ayeraqe/2. Also, 
in order to maintain a balance in our ran kings, we are lowering our rating of West Yirainia regulation to� 
Averaqe/1 from Average/3 • 

30 Montgomery Street, Jersey City, NJ 07302 • Phol"!e 201.433.5507 • Fax 201.433.6138 • rra@snl.com 
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Appendix: Explanation of BRA ratings process 

HUA'S SECOND REQUEST FOR PODS 

FILED: JULY 5, 2013 

Janu·ary 16, 2013 

As noted above, RRA maintains three principal rating categories, Above Average, Average, and Below 
Average, with Above Average Indicating a relatively more constructive, lower-risk regulatory environment 
from an investor viewpoint, and Below Average indicating a less constructive, higher-risk regulatory climate. 
Within the three principal rating categories, the numbers 1, 2, and 3 indicate relative position. The designation 
1 indicates a stronger (more constructive) rating; 2, a mid-range rating; and, 3, a weaker (less constructive)· 
rating within each higher-level category. Hence, if you were to assign numeric values to each of the nine 
resulting categories, with a "1" being the most constructive from an investor viewpoint and a "9" being the 
least constructive from an investor viewpoint, then Above Average/1 would be a "1" and Below Average/3 
would be a "9." 

The rankings are subjective and are intended to be comparative in nature. Consequently, we do not 
use a mathematical model to determine each state's ranking. However, we endeavor to maintain a "normal 
distribution" .with an approximately equal number of ran kings above and below the average. The variables that 
RRA considers in determining each state's ranking are largely the broad issues addressed in our Stm 
Reaylatory Reviews/Commission Profiles and those that arise in the context of rate cases and are discussed in 
RRA Rate case Final Report§. Keep in mind that the rankfngs reflect not only the decisions rendered by the 
state regulatory commission, but also take into account the impact of the actions taken by the governor, the 
legislature, the courts, and the consumer advocacy groups. The summaries below are intended to provide an 
overview of these variables and how each can impact a given regulatory environment. 

Cqmmlss/onec Se/ectiqn ProcessiMembershiD--BRA looks at how commissioners are selected in each state. All 
else being equal, BRA attributes a greater level of investor risk to states in which commissioners are elected 
rather than appointed. Generally, energy regulatory issues are less politicized when they are not subject to 
debate in the context of an election. Realistically, a commissioner candidate who Indicates sympathy for 
utilities and appears to be amenable to rate increases Is not likely to be popular with the voting public. Of 
course, in recent years there have been some notable instances in which energy issues in appointed­
commission states have become gubernatorial/senatorial election issues, with detrimental consequences for 
the utilities (e.g., Illinois, Florida, and Maryland, all of which were downgraded by BRA when increased 
politidzatlon of the regulatory process became apparent.) 

In addition, BRA looks at 
'the commissioners themselves and their backgrounds. Experience in 

economics and finance and/or energy issues is generally seen as a positive sign. Previous employment by the 
commission or a consumer advocacy group Is sometimes viewed as a negative Indicator. In some instances, 
new commissioners have very little experience or exposure �o utility Issues, and in some respects, these 
Individuals represent the highest level of risk, simply because there is no way to foresee what they will do or 
how long it will take them to "get up to speed. • 

Commission Staff/Consumer Interest--Most commissions have a staff that participates In rate proceedings. In 
some Instances the Staff has a responsibility to represent the consumer interest and In others the Staff's 
stab.Jtory ·role Is less defined. In addition, there may or may not be: additional state-level organizations that 
are charged with representing the interests of a certain class cir classes of customers; private consortia that 
represent certain customer groups; and/or, large-volume customers that Intervene directly In rate cases. 
Generally speaking, the greater the number of consumer Intervenors, the greater the level of uncertainty for 
investors. The level of risk for Investors also depends on the caliber and influence (political and otherwise) of 
the intervening parties af1d the level of contentiousness in the rate case process. RRA's opinion on these 
issues is largely based on past experience and observations. 

Rate ease Vminq/Interlm Procedures--For each state commission, RRA considers whether there is a set time 
frame within which a rate case must be decided, the length of any such statutory time frame, the degree to 
which the commission adheres to that time frame, and whether interim Increases are permitted. Generally 
speaking, we view a set time frame as preferable, as it provides a degree of certainty as to when any new 
revenue may begin to be collected. In addition, shorter time frames for a decision generally reduce the 
likelihood that the actual conditions during the first year the new rates will be in effect will vary markedly from 
the test period utilized (a discussion of test periods is provided below) to set new rates. In addition, the ability 
to implement all or a portion of a proposed rate increase on an interim basis prior to a final decision in a rate 
case is viewed as constructive. 

Return on EquitY--Return on equity (ROE) is perhaps the single most litigated issue in any rate case. There 
are two aspects BRA considers when evaluating an individual rate case and the overall regulatory 
environment: (1) how the authorized ROE compares to the average of returns authorized for energy utilities 
nationwide over the 12 months, or so, immediately preceding the decision; and, (2) whether the company has 
been accorded a reasonable opportunity to earn the authorized return in the first year of the new rates. (It is 
important to note that even if a utility Is accorded a "reasonable opportunity" to earn its authorized ROE, there 
is no guarantee that the utility will do so.) 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY NO. 5 
PAGE1 OF2 

FILED: JULY 5, 2013 

Regarding Gillete at 10:12-22 and 12:3-6. For each year from 1995 to 
2012, please provide Tampa Electric's average annual growth in O&M 
expenses and debt costs, using the same methodology used for Mr. 
Gillette's calculation of customer growth. 

The requested information is included in the following tables. 

Total O&M Expense 

Actual $(000) 
1994 251,118 

1995 220,592 -12.2% 

1996 220,386 -0.1% 
1997 234,718 6.5% 

1998 248,797 6.0% 

1999 242,469 -2.5% 

2000 269,362 11.1% 

2001 275,913 2.4% 

2002 303,276 9.9% 

2003 275,950 -9.0% 

2004 258,062 -6.5% 

2005 266,588 3.3«'Ai 

2006 307,687 15.4% 

2007 314,820 2.3% 

2008 313,442 -0.4% 

2009 353,316 12.7% 

2010 335,516 -5.0% 

2011 297,830 -11.2% 

2012 313,178 5.2% 

1995-2007 2.1% 

2008-2012 0.2% 
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Tampa Electric Discovery Responses 

Exhibit RAB-7, Page 23 of 28 

TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 

INTERROGATORIES 

INTERROGATORY NO. 5 

PAGE 2 OF 2 

FILED: JULY 5, 2013 

Total Debt Expense 

Actual($) 

36,950,033 

38,210,213 3.4% 

39,243,518 2.7% 

43.412,365 10.6% 

44,126,223 1.6% 

44,886,647 1.7% 

44,862.411 -0.1% 

51,776,737 15.4% 

65,571,115 26.6% 

89,817,695 37.0% 

88,286,849 -1.7% 

86,442,349 -21% 

95,372,516 10.3% 

105,826,166 11.0% 

110,034,111 4.0% 

113,089,660 28% 

116,274,843 2.8% 

114,831,133 -1.2% 

105,389,196 -8.2% 

9.0% 

0.0% 

8 



• 

12. 

A. 

• 

• 

Docket No. 130040-EI 
Tampa Electric Discovery Responses 

Exhibit RAB-7, Page 24 of 28 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 
HUA'$ FIRST SET OF 
INTERROGATORIES 
INTERROGATORY N0.12 
PAGE 1 OF 1 
FILED: JULY 5, 2013 

Regarding Callahan at 19:9-15. In Ms. Callahan's opinion, will Tampa 
Electric have higher than average customer growth in the future? 

The level of customer growth in Tampa Electric's service territory is 
generally higher than that experienced by other electric utilities in the 
United States. This level of customer growth is expected to continue . 

15 
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TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 
HUA'S FIRST SET OF 
INTERROGATORIES 
INTERROGATORY NO. 52 
PAGE 1 OF 1 
FILED: JULY 5, 2013 

Regarding Hevert at 31:8-24 and Exh. No. RBH-1, Document No. 3. 
Please explain why Mr. Hevert believes the companies included in 
Document No. 3 (i.e., the S&P 500) provide an adequate estimate of "the 
required return on the market as a whole.n 

The S&P 500 is a commonly cited and relied upon benchmark for the 
overall United States stock market performance. As noted by Standard & 
Poor's, the S&P 500 is widely regarded as the best single gauge of large 
cap US equities. See http://www.spindices.com/indices/eguity/sp-500 . 
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TAMPA ELECTRIC COMPANY 

DOCKET NO. 130040-EI 

HUA'S FIRST SET OF 
INTERROGATORIES 

INTERROGATORY NO. 53 
PAGE 1 OF 1 

FILED: JULY 5, 2013 

Regarding Hevert at 34:1-8. Please identify and describe the market used 
by Bloomberg and Value Line to calculate their Beta coefficients_ 

Bloomberg uses the S&P 500 Index to measure the market return, and 
Value Line uses the New York Stock Exchange Composite Index to 
measure the market return. The S&P 500 is a stock market index based 
on the 500 leading companies publicly traded in the United States. The 
New York Stock Exchange Composite Index is designed to measure the 
performance of all common stocks listed on the New York Stock 
Exchange . 
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TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 
HUA'S SECOND REQUEST FOR 
PRODUCTION OF DOCUMENTS 
DOCUMENT NO. 52 
BATES STAMPED PAGES: 1777-1778 
FILED: JULY 5, 2013 

Regarding Hevert. Please provide Tampa Electric's actual historical capital 
structure from 2007 through 2012. Please provide all supporting workpapers 
and documentation. 

The requested documents are attached. 
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201204 
201203 
201202 
201201 
201104 
201103 
201102 
201101 
201004 
201003 
201002 
201001 
200904 
200903 
200902 
200901 
200804 
200803 
200802 
200801 
200704 
200703 
200702 
200701 

3010781 201204 
3010781 201203 
3010781 201202 
301 0781 201201 
3010781 201104 
3010781 201103 
3010781 201102 
3010781 201101 
3010781 201004 
3010781 201003 
3010781 201002 
3010781 201001 
3010781 200904 
3010781 200903 
3010781 200902 
3010781 200901 
3010781 200804 
3010781 200803 
301 0781 200802 
3010781 200801 
3010781 200704 
3010781 200703 
3010781 200702 
3010781 200701 

Source: SNL Financial 

Tampa Electric • Hlslorical Capllal Structure 

.common Equity 
53.78% 
51.36% 
50.63'16 
52.04'11. 
51.48% 
52.01'16 
51.51'16 
51.32'16 
50.54'16 
51.56'11. 
50.53% 
51.20'11. 
50.12'16 
50.45% 
50.10% 
50.55% 
51.84% 
51.13% 
50.28% 
51.43% 
48.01% 
46.44% 
44.87% 
47.12% 

Deb! 
46.22% 
48.64% 
49.37% 
47.96% 
48.52% 
47.99% 
48.49% 
48.68% 
49.48% 
48.44% 
49.47% 
48.80% 
49.88% 
49.55% 
49.90% 
49.45% 
48.18% 
48.87'16 
49.74% 
48.57% 
51.99% 
53.56% 
55.13% 
52.88% 
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Key 

Tolal Long-tenn Tolal Proprietary Pralerred Stock Notes Payable 
Company Name 

201129 
Tampa Eleclric Company 
Tampa Eleclric Company 
Tampa Eleclric Company 
Tampa Eleclric Company 
Tampa Eleclric Company 
Tampa Eleclric Company 
Tampa Eleclrlc Company 
Tampa Electric Company 
Tampa Electric Company 
Tampa Eleclrlc Company 
Tampa Eleclric Company 
Tampa Electric Company 
Tampa Electric Company 
Tampa Electric Company 
Tampa Elecllic Company 
Tampa Eleclric Company 
Tampa Electric Company 
Tampa Electric Company 
Tampa Electric Company 
Tampa Eleclrlc Company 
Tampa Elec:lr1c Company 
Tampa Electric Company 
Tampa Eleclric Company 
Tampa Eleclrlc Company 

Debt ($000) Capilal ($000) Issued ($000) ($000) 
201136 201292 201284 201247 

3010781 1,701,306 1,979,457 0 
3010781 1,847,980 1,951,897 0 
3010781 1,831,988 1,878,554 0 
3010781 1,682.235 1,881,902 0 
3010781 1,768,172 1,875,907 0 
3010781 1, 788,158 1,918,262 0 
3010781 1,768,145 1,885,804 0 
3010781 1,768,132 1,883,833 0 
3010781 1,843,118 1,883,456 0 
3010781 1,768,105 1,902,060 0 
3010781 1,768,092 1,884,415 0 
3010781 1,768,079 1,874,059 0 
3o10781 1,768,065 1,831,712 0 
3010781 1,768,052 1,855,284 0 
3010781 1,665,045 1,831,094 0 
3010761 1,684,947 1,600,325 0 
3010781 1,684,850 1,822,682 0 
3010781 1,684,752 1,755,445 0 
3010761 1,664,654 1,681,975 0 
3010781 1,564,557 1,657,583 0 
3010781 1,659,459 1,532,687 0 
3010781 1,659,361 1,489,394 0 
3010781 1,764,257 1,452,032 0 
301 0781 1,595,216 1,433,442 0 . 

201304 
0 
0 
0 

34,000 
0 
0 

7,000 
0 
0 

18,900 
77,000 
18,000 
55,000 
54,000 

159,000 
96,000 
29,550 
13,000 

0 
1,120 

370 
58,175 

0 
13,560 

Notas l'ayable to 
Associated 
Companies 
($000) 

.201306 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
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Comparison Group Dividend Yield 
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• 
TAMPA ELECTRIC COMPANY 

ELECTRIC COMPANY COMPARISON GROUP 
AVERAGE PRICE, DIVIDEND AND DIVIDEND YIELD 

Jun-13· May-13 Apr-13 Mar-13 Feb-13 Jan-13 

American Electric Power High Price ($) 46.490 51.600 51.500 48.680 47.030 45.340 

Low Price($) 42.830 45.570 47.940 46.360 44.230 42.920 

Avg. Price ($) 44.660 48.585 49.720 47.520 45.630 44.130 

Dividend ($) 0.490 0.490 0.470 0.470 0.470 0.470 

Mo. Avg. Div. 4.39% 4.03% 3.78% 3.96% 4.12% 4.26% . 

6 mos.Avg. 4.09% 

Black Hills Corp. High Price ($) 49.350 50.530 46.950 44.320 41.900 40.970 

Low Price($) 45.070 45.820 43.190 41.020 39.550 36.890 
Avg. Price ($) 47.210 48.175 45.070 42.670 40.725 38.930 
Dividend ($) 0.380 0.380 0.380 0.380 0.380 0.380 
Mo. Avg. Div. 3.22% 3.16% 3.37% 3.56% 3.73% 3.90% 

6 mos.Avg. 3.49% 

Cleco High Price ($) 46.760 49.400 49.520 47.170 44.770 42.830 

Low Price ($) 43.750 44.810 46.240 43.570 42.360 40.390 

Avg. Price ($) 45.255 47.105 47.880 45.370 43.565 41.610 

Dividend ($) 0.362 0.338 0.338 0.338 0.338 0.338 
Mo. Avg. Oiv. 3.20% 2.87% 2.82% 2.98% 3.10% 3.25% 
6 m�s.Avg . 3.04% 

• CMS Energy High Price ($) 27.720 29.980 29.940 27.950 26.790 25.740 

Low Price ($) 25.760 26.790 27.670 25.990 25.430 24.600 
Avg. Price ($} 26.740 28.385 28.805 26.970 26.110 25.170 

Dividend ($) 0.255 0.255 0.255 0.255 0.255 0.240 

Mo. Avg. Div. 3.81% 3.59% 3.54% 3.78% 3.91% 3.81% 
6 mos.Avg. 3.74% 

Consolidated Edison High Price ($) 58.950 64.030 63.810 61.130 59.200 57.060 
Low Price ($) 55.420 56.850 60.440 58.330 56.260 54.950 

Avg. Price ($) 57.185 60.440 62.125 59.730 57.730 56.005 

Dividend ($) 0.615 0.615 0.615 0.615 0.615 0.605 

Mo. Avg. Div. 4.30% 4.07% . 3.96% 4.12% 4.26% 4.32% 

6mos.Avg. 4.17% 

Dominion Resources High Price ($} 57.250 61.850 61.720 58.250 57.190 54.540 

Low Price ($) 53.790 56.550 57.940 55.450 53.900 51.920 

Avg. Price ($) 55.520 59.200 59.830 56.850 55.545 53.230 

Dividend ($) 0.563 0.563 0.563 0.563 0.563 0.527 
Mo. Avg. Div. 4.06% 3.80% 3.76% 3.96% 4.05% 3.96% 
6 mos.Avg. 3.93% 

Great Plains Energy High Price ($} 23.210 24.440 24.140 23.200 22.470 21.410 
Low Price ($) 21.730 22.080 . 22.670 21.590 21.310 20.390 

Avg. Price ($) 22.470 23.260 23.405 22.395 21.890 20.900 

Dividend ($) 0.217 0.217 0.217 0.217 0.217 0.217 

Mo. Avg. Div. 3.86% 3.73% 3.71% 3.88% 3.97% 4.15% 
6 mos.Avg . 3.88% 

• 



Docket No. 130040-EI 

Comparison Group Dividend Yield 
Exhibit RAB-8. Paae 2 of 3 

• 
TAMPA ELECTRIC COMPANY 

ELECTRIC COMPANY COMPARISON GROUP 
AVERAGE PRICE, DIVIDEND AND DIVIDEND YIELD 

Jun-13 May-13 Apr-13 Mar-13 Feb-13 Jan-13 

Hawaiian Electric High Price ($) 26.290 28.240 28.300 27.800 27.920 27.000 
Low Price ($) 23.840 26.060 26.310 26.490 26.570 25.500 

Avg. Price($) 25.065 27.150 27.305 27.145 27.245 26.250 
Dividend ($) 0.310 0.310 0.310 0.310 0.310 0.310 
Mo. Avg. Div. 4.95% 4.57% 4.54% 4.57% 4.55% 4.72% 
6mos.Avg. 4.65% 

Otter Tail High Price ($) 28.780 31.240 31.700 31.340 29.210 27.190 
Low Price ($) 26.500 27-090 29.840 28.270 26.760 25.170 

Avg. Price ($) 27.640 29.165 3()'.770 29.805 27.985 26.180 
Dividend ($) 0.298 0.298 0.298 0.298 0.298 0.298 
Mo. Avg. Div. 4.31% 4.09% 3.87% 4.00% 4.26% 4.55% 
6mos.Avg. 4.18% 

Pep co High Price ($) 21.000 22.720 22.670 21.430 20.490 20.450 
Low Price($) 19.350 20.630 21.260 20.100 19.220 18.820 . 

Avg. Price($) 20.175 21.675 21.965 20.765 19.855 19.635 
Dividend ($) 0.270 0.270 0.270 0.270 0.270 0.270 
Mo. Avg. Div. 5.35% 4.98% 4.92% 5.20% 5.44% 5.50% 

• 
6 mos.Avg . 5.23% 

Pinnacle West High Price ($) 58.130 61.890 61.090 57.960 56.010 53.620 
Low Price ($) 51.560 55.600 57.410 55.560 52.950 51.500 

Avg. Price ($) 54.845 58.745 59.250 56.760 54.480, 52.560 
Dividend ($) 0.545 0.545 0.545 0.545 0.545 0.545 
Mo. Avg. Div. 3.97% 3.71% 3.68% 3.84% 4.00% 4.15% 
6 mos.Avg. 3.89% 

SCANA High Price ($) 50.910 54.410 54.270 51.230 49.640 46.980 
Low Price ($) 47.220 50.070 50.980 48.490 46.700 45.570 

Avg. Price($) 49.065 52.240 52.625 49.860 48.170 46.275 
Dividend ($) 0.507 0.507 0.507 0.507 0.495 0.495 
Mo. Avg. Div. 4.13% 3.88% 3.85% 4.07",(, 4.11% 4.28% 
6 mos.Avg. 4.05% 

UIL Holdings High Price ($) 39.640 42.140 42.080 39.890 39.580 37.400 
Low Price ($) 36.320 38.630 39.090 38.350 36.760 35.860 

Avg. Price ($) 37.980 40.385 40.585 39.120 38.170 36.630. 
Dividend ($) 0.432 0.432 0.432 0.432 0.432 0.432 
Mo. Avg. Div. 4.55% 4.28% 4.26% 4.42% 4.53% 4.72% 
6 mos.Avg. 4.46% 

UNS Energy High Price ($) 47.670 51.540 51.330 49.130 47.300 45.350 
Low Price ($) 42.510 46.570 47.060 46.370 45.110 43.100 

Avg. Price ($) 45.090 49.055 49.195 47.750 . 46.205 44.225 
Dividend ($) 0.435 0.435 0.435 0.435 0.430 0.430 
Mo. Avg. Div. 3.86% 3.55% 3.54% 3.64% 3.72% 3.89% 
6mos.Avg . 3.70% 

• 



• 
TAMPA ELECTRIC COMPANY 

ELECTRIC COMPANY COMPARISON GROUP 
AVERAGE PRICE, DIVIDEND AND DIVIDEND YIELD 

Jun-13 May-13 Apr-13 

Westar Energy High Price ($) 32.240 34.920 34.960 
Low Price ($) 30.130 31.260 32.850 
Avg. Price ($) 31.185 33.090 33.905 
Dividend ($) 0.340 0.340 0.340 
Mo. Avg. Div. 4.36% 4.11% 4.01% 
6 mos.Avg. 4.25% 

Wisconsin Energy High Price ($) 41.740 44.840 45.000 
Low Price ($) 39.040 40.560 42.310 
Avg. Price ($) 40.390 42.700 43.655 
Dividend ($) 0.340 0.340 0.340 
Mo. Avg. Div. 3.37% 3.19% 3.12% 
6 mos.Avg. 3.24% 

Average Dividend. Yield 4.00% 
Monthly Group Dividend Yields 4.11% 3.85% 3.80% 

Source: . Yahoo! Finance 

• 

• 
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Mar-13 Feb-13 Jan-13 

33.350 31.670 30.230 
31.010 30.080 28.590 

32.180 30.875 29.410 
0.340 0.330 0.330 
4.23% 4.28% 4.49% 

42.950 41.410 39.430 
40.790 39.360 37.030 

41.870 40.385 38.230 
0.340 0.340 0.300 
3.25% 3.37% 3.14% 

3.97% 4.09% 4.19% 
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Docket No. 130040-EI 
Comparison Group Growth and DCF ROE 

Exhibit RAB-9, Page 1 of 2 

ELECTRIC COMPANY COMPARISON GROUP 
DCF Growth Rate Analysis 

(1} (2} 
Value Line Value Line 

Company DPS EPS 

American Electric Power Co. 4.00% 4.50% 
Black Hills Corporation 2.50% 11.50% 
Cleco Corp. 10.00% 5.50% 
CMS Energy Corporation 8.00% 5.50% 
Consolidated Edison, Inc. 1.50% 2.50% 

Dominion Resources, Inc. 5.50% 6.00% 
Great Plains Energy Incorporated 6.00% 6.50% 
Hawaiian Electric Industries, Inc. 2.00% 5.50% 
Otter Tail Corp. · 1.50% 21.50% 
Pepco Holdings, Inc. 1.00% 6.00% 
Pinnacle West Capital Corp. 3.62% 5.00% 
SCANA Corporation 2.50% 4.50% 
Ul L Holdings Corporation 0.00% 4.00% 

UNS Energy Corp. 5.50% 6.50% 
Westar Energy, Inc. 3.00% 6.00% 
Wisconsin Energy Corporation 12.00% 5.50% 

Averages* 4.29% 5.67% 

Median Values 3.31% 5.50% 

Sources: Zack's and Thomson Earnings Reports, retrieved June 25,2013 

Value Line Investment Survey, May 3, May 24, and June 21,2013 

(3} (4} (5} 
Value Line T homson 

B x R Zacks Financial 

4.00% 3.38% 3.84%. 
4.00% 6.00% 6.00% 
4.50% 8.00% 8.00% 
5.00% 5.85% 5.90% 
3.50% 3.27% 2.27% 
5.00% 4.63% 7.27% 
3.00% 5.07% 6.26% 
2.50% 3.70% 2.40% 
4.00% 6.00% 6.00% 
2.50% 6.00% 4.60% 
3.50% 4.13% 6.00% 
4.00% 4.65% 4.80% 
3.00% 6.50% 8.06% 
4.50% 7.95% 8.00% 
4.50% 5.13% 4.83% 
5.00% 5.20% 4.93% 

3.91% 5.34% 5.57% 
4.00% 5.17% 5.95% 

* - The Value Line earnings growth estimate for Otter Tail Corp. was omitted from the group average . 
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RETURN ON EQUITY CALCULATION • ELECTRIC COMPANY COMPARISON GROUP 
TAMPA ELECTRIC COMPANY 

Method 1: 
Dividend Yield 

Growth Rate 

Expected Div. Yield 

DCF Retum on Equity 

Midpoint of Results 

Method 2: 
Dividend Yield 

Median Growth Rate 

Expected Div. Yield 

DCF Retum on Equity 

Midpoint of Results 

(1) (2) 
Value Line Value Line 

Dividend Gr. Earnings Gr. 

4.00% 4.00% 

4.29% 5.67% 

8.38% 9.78% 

4.00% 4.00% 

3.31% 5.50% 

7.3SO.IO 9.61% 

(3) 
Zack's 

Earning Gr. 

4.00% 

5.34% 

9.45% 

4.00% 

5.17% 

9.27% 

(4) 
Thomson 

Earning Gr. 

4.00% 

5.57% 

9.68% 

4.00% 

5.95% 

4.12% 

10.07% 

(5) 
Average of 

All Gr. Rates 

4.00% 

5.22% 

9.32% 

9.08% 

4.00% 

4.98% 

9.08% 

8.73% 
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Line 
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1 
2 
3 
4 

5 
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8 
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10 

11 
12 

13 
14 

1 
2 
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4 

5 
6 

8 
9 

10 

11 
·12 

13 
14 

TAMPA ELECTRIC COMPANY 
Capital Asset Pricing Model Analysis 

Comparison Group 

20-Year Treasury Bond, Value Line Beta 

Market Required Return Estimate 
Expected Dividend Yield 
Expected Growth 
Required Return 

Risk-free Rate of Return, 20-Year Treasury Bond 
Average of Last Six Months 

Risk Premium 
@ 6 Month Average RFR (Line 4 minus Line 6) 

Compari�?On Group Beta 

Comparison Group Beta * Risk Premium 
@ 6 Month Average RFR (Line 1 0 * Line 9) 

CAPM Return on Equity 
@ 6 Month Average RFR (Line 12 plus Line 6) 

5-Year Treasury Bond, Value Line Beta 

Market Required Return Estimate 
Expected Dividend Yield 
Expected Growth 
Required Return 

Risk-free Rate of Return, 5-Year Treasury Bond 
Average of Last Six Months 

Risk Premium 
@ 6 Month Average RFR (Line 4 minus Line 6) 

Comparison Group Beta 

Comparison Group Beta * Risk Premium · 

@ 6 Month Average RFR (Line 9 * Line 1 0) 

CAPM Return on Equity 
@ 6 Month Average RFR (line 12 plus Line 6) 

Docket No. 130040-EI 
. 

CAPMROE 
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Value Line 

0.75% 
11.43% 
12.18% 

2.77% 

9.42% 

0.71 

6.68% 

9.44% 

0.75% 
11.43% 
12.18% 

0.87% 

11.31% 

0.71 

8.02% 

8.89% 
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TAMPA ELECTRIC COMPANY 
Capital Asset Pricing Model Analysis 

Comparison Group 

Supporting Data for CAPM Analyses 

20 Year Treasury Bond Data 

January-13 
F ebruary- 13 
March-13 
April-13 
May-13 
June-13 

6 month average 

Avg. Yield 
2.68% 
2.78% 
2.78% 
2.55% 
2.73% 
3.07% 

2.77% 

Value Line Market Growth Rate Data: 

Forecasted Data: 
Earnings 
Book Value 

13.64% 
9.22% 

Average 11.43% 
Source: Value Line Investment Survey 
for Windows retreivedJune 25, 2013 

5 Year Treasury Bond Data 

January-13 
February-13 
March-13 
April-13 
May-13 
June-13 

6 month average 

Comparison Group Betas: 

American Electric Power Co. 
Black Hills Corporation 
Cleco Corporation 
CMS Energy Corporation 
Consolidated Edison, Inc. 
Dominion Resources, Inc. 
Great Plains Energy InCorporated 
Hawaiian Electric Industries, Inc. 
Otter Tail Corp. . 

Pepco Holdings, Inc. 
Pinnacle West Capital Corp. 
SCANA Corporation 
UIL Holdings Corporation 
UNS Energy Corp. 
Westar Energy, Inc. 
Wisconsin Energy Corporation 

Average 

Avg. Yield 
0.81% 
0.85% 
0.82% 
0.71% 
0.84% 
1.20% 

0.87% 

Source: value Line Investment Survey 

Value 
Line 

0.65 
0.80 
0.65 
0.75 
0.60 
0.65 
0.80 
0.70 
0.90 
0.75 
0.70 
0.65 
0.70 
0.70 
0.75 
0.60 

0.71 
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TAMPA ELECTRIC COMPANY 
Capital Asset Pricing Model Analysis 

Historic Market Premium 

Long-Term Annual Return on Stocks 

Long-TermAnnuallncome Return on Long-Term Government Bonds 

Historical Market Risk Premium 

Comparison Group Beta, Value Line 

Beta * Market Premium 

Current 20-Year Treasury Bond Yield 

CAPM Cost of Equity, Value Line Beta 

Source: Ibbotson 58812013 Valuation Yearbook, Morningstar, page 23 
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Geometric Arithmetic 
Mean Mean 

9.80% 11.80% 

5.10% 5.10% 

4.70% 6.70% 

. 0.71 0.71 

3.33% 4.75% 

2.77% 2.77% 

�% �% 
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DOCKET NO. 130040-EI 

I HEREBY CERTIFY that a copy of the prefiled Testimony and Exhibits of the WCF 

Hospital Utility Alliance ("HUA'') has been furnished by electronic mail, U.S. Mail or Federal 

Express, this 15th day of July, 2013 to the following: 

Tampa Electric Company 
Gordon L. Gillette 
Paula K. Brown 
P.O. Box Ill 

Tampa, FL 33601-0111 
Phone: (813) 228-1444 
Fax: (813) 228-1770 
Email: Regdept@tecoenergy.com 

Office of Public Counsel 
J.R. Kelly 
P. Christensen 
J. McGlothlin 
c/o The Florida Legislature 
Ill W. Madison Street, Room 812 
Tallahassee, FL 32393-1400 
Phone: (850) 488-9330 
Email: Christensen. patty@leg.state.fl. us 

· Florida Public Service Commission 
Office of the General Counsel 
Martha Barrera 
Martha Brown 
Suzanne Brownless 
2450 Shumard Oak Boulevard 
Tallahassee, FL 32399 

Florida Retail Federation 
100 East Jefferson Street 
Tallahassee, FL 32301 
Phone: (850) 222-4082 
Fax: (850) 226-4082 

Florida Industrial Power Users Group 
Jon C. Moyle, Jr. 
c/o Moyle Law Firm 
118 North Gadsden Street 
Tallahassee, FL 32301 
Phone: (850) 681-3828 
Fax: (850) 681-8788 
Email: jmoyle@kagmlaw.com 

Ausley Law Firm 
James D. Beasley 
P.O. Box 391 
Tallahassee, FL 32302 
Phone: (850) 224-9115 
Fax: (850) 222-7560 
Email: jbeasley@ausley.com 

Charles Misted 
AARP, Associate State Director 
200 West College A venue 
Tallahassee, FL 32301 
Phone: (850) 577-5190 
Email: CMilsted@aaro.org 

Florida Consumer Action Network 
Bill Newton 
3006 W. Kennedy Blvd Suite B 
Tampa, FL 33609 
Phone: (813) 877-6712 
Email: billn@fcan.org 
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Macquarie Capital (USA) Inc. 
Sunny Kwak 
Andrew Weisel 
125 West 55th Street, Level 23 
New York, NY 10019 
Phone: (212) 231-1683 
Email: Sunny.Kwak@macquarie.com 

Federal Executive Agencies 
Lt. Col. Gregory J. Fike 
AFLOA/JACL-ULFSC 
139 Barnes Drive, Suite 1 
Tyndall Air Force Base, Florida 32403 
Phone: (850) 283-634 7 
Fax: (850) 283-6279 
Email: Gregory.fike@tyndall.af.mil 

Gardner Law Firm 
Robert Scheffel Wright 
John T. La Via 
1300 Thomaswood Drive 
Tallahassee, FL 32308 
Phone: (850) 385-0070 
Fax: (850) 385-5416 
Email: schef@gbwlegal.com 

Is/ Kenneth L. Wiseman 

Kenneth L. Wiseman 




