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I. QUALIFICATIONS AND SUMMARY

A. __ 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 eamed 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 o;iginal rate jurisdiction in
Texas. [ 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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What is the purpose of your testimony?

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 fequirement, 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.! 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.

[ also address specific “bottoms-up” édjustments 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 0&M Expense Reductions
($ Million)

Reduce Big Bend Planned Maintenance Outage Expense to Reflect Historic Levels $7.145
Reduce Distribution Operation and Maintenance Expense to Reflect Historic Levels 5.317
Reject Increase in Performance Sharing Plan Incentive Compensation 5.304
Reject Stock Compensation Expense 5.084
Nommalize Injuries and Damages Expense to Reflect Recent Historic Levels 1.728
Reduce Affiliate Charges in to Reflect TECO Energy Acq of New Mexico Gas Co. 2.900
Reduce Proposed Increase in Call Center Expense 1.575
Eliminate Proposed Increase in Uncollectible Accounts Expense 1.302
Reduce Proposed Increase in Legal Expenses 1.521
Sum of HUA Issue-Specific Recommendations $31.876

In addition to my reco.mmended reduction in O&M expense, [ 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 Company’s Open Access Transmission Tariff
(“OATT”). 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 requir;:ment, 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.

IL. O&M EXPENSE IS EXCESSIVE FROM BOTH A “TOP-DOWN”
PERSPECTIVE AND BASED ON SPECIFIC “BOTTOMS-UP”
ADJUSTMENTS

A, O&M Expense is Excessive from a “Top-Down” Perspective

Please describe the O&M expense included in the Coxﬁpany’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 (“FAC”), 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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How does the Company’s test year request for O&M expense compare to
2012, the historical prior year?

The Company’s test year request for O&M expense reflects significant proposed

growth compared to the actual historical prior year 2012. The Company proposeys‘

an increase of $51.164 million on a total Company basis, or 16.3%, over the
amount it actually incurred in 2012 ($364.126 million less $312.962 million).
The Company provided its requested test year (2014), projected prior year (2013),
and historical prior year (2012) O&M expense on a total Company basis, adjusted
for proformas, and adjusted to exclude the O&M expense recovered through the
various clauses on Schedule C-36 in its filing.

On a jurisdictional basis, the increase is even greater than on a total
Company basis. The Company proposes an increase of $54.985 million, or
18.4%, in the test year compared to 2012. On a’jurisdictional and adjusted
proforma basis, the Company’s projected test year O&M expense is $354.531
million compared to the actual $299.546 million incurred in 2012. The Company
provided the adjusted proforma O&M expense information by year on a
jurisdictional basis in Document 16, an attachment to Mr. Chronister’s Direct

Testimony.

" How does the Company’s test year request for O&M expense compare to the

pattern of actual O&M expense since 2009, the year of the Order in its last
base revenue proceeding, through 2012?
Since the Order in early 2009, the Company (through its parent company, TECO

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 Form 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.” [Registef 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 2010, due to the accrual of performance-
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 normal 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 becaﬁse 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 10-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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How does the Company’s request for an increase of 18.4% in jurisdictional
O&M expense in the test year over the 2012 prior year actual compare to an
increase that reflects only the Company’s projection of inflation over the two
year period, assuming no improvement in efficiencies and no changes in
work-scope?

The increase in jurisdictional O&M expense over the two year period would be
$14.087 million, a mere fraction of the jurisdictional $54.985 million increase
proposed by the Company in this proceeding. I used the Company’s projections
of inflation to quantify this increase. The Company projects increases in inflation
as measured by the CPI of 1.99% in 2013 and 2.66% in 2014, as shown on
Schedule C-36 in its filing, an average of 2.3% annually, or 4.7% over the two
year period. I computed the portion of the requested increase due to inflation
alone by applying the Company’s inflation rates as shown on Schedule C-36 to
the $299.546 million (jurisdictional) actually incurred in 2012 as shown on
Document 16 attached to Mr. Chronister’s Direct Testimony. The application of
these inflation rates to the 2012 jurisdictional amounts results in an inflation

adjusted amount of $313.633 million (jurisdictional) for the test year.

Is a jurisdictional O&M expense of $313.633 million just and reasonable
considering the effects of inflation, improvements in efficiencies, additional
investment in systems and other plant to achieve those efficiencies, and
limited increases in work-scope activities, assuming that the Company
continues its three year history of cost control as a “lean z;nd efficient

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 $313.633 million on a jurisdictional basis. The
Company has not justified an increase in O&M expense in the test year compared
to 2012 of more than $14.087 million. The Commission should hold the line
against unbridled projected O&M expense increases. This recommendation is
consistent with the Mr. Homick’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 11].

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 [ 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 chahgé in accouﬁting 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.

B. Energy Supply Maintenance Qutage Expenses Should Be Normalized to

Q.

A.

Q.

A.

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)

Document 4.

How much of the proposed increase in the test year is for planned
maintenance outage expense?

The Company seeks én increase of $6.830 million for planned maintenance
outage expense, to $17.585 million in 2014 from $10.755 million in 2012, which
is an increase of 64%. The Company provided the historical O&M expense by
unit in response to OPC’s Interrogatory No. 75 (“OPC-I-75”) and the test year
O&M expense by unit in response to OPC’s Interrogatory No. 77 (“OPC-1-77").
The increase is primarily related to planned outages for the Big Bend units that
exceed the average O&M expense for these units over the most recent 10 years,
ac;:ording to the Company’s response to OPC-I-75. I have attached a copy of the
response to OPC-I-75 as my Exhibit _(LK-3) and the response to OPC-I-77 as

my Exhibit___(LK-4).

Should the Commission normalize the planned maintenance outage expense
so that it is consistent with historic amounts?

Yes. The Company’s proposed expense is wildly in excess of the amounts that it
incurred historically. Since 2009, the Company’s planned maintenance outage
expense has not exceeded $2.5 million on any one of its four Big Bend units. In
stark contrast to its actual recent experience, the .Company proposes planned
maintenance outage expense of $5.4 million on Big Bend 1 and $5.7 million on

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, u.nder a “bottoms-up” approach, would be a reductiqn 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.

C. Distribution Operation and Maintenance Expense Increase is Excessive and

Q.

A.

Has Not Been Justified

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 2012, 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
583 overhédd line expenses distribution in the test year compared to the actual
$0.750 incurred in 2012, an increase 6f 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-2012 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
inc;reased by $1.584 million). I have attached a copy of the Corﬁpany’s response
to HUA-I-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
the average inflation growth since 2012 projected by the Company and shown on
Schedule C-36. This assumes that any increases due to program or work-scope
expansion are funded through efficiency improvements. This is a reasonable
result given the Company’s failure to provide substantive and rational

justifications for the proposed huge increases in these expenses.

One of the drivers of the distribution O&M expense increases is the addition
of 40 positions. Please address the addition of these positions.

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
evidence that the work-scope will be any greater in the test year than it was in
2012 or that the so-called “aging infrastructure” requires more operation or
maintenance expense than it did in 2012 or that the replacement of retiring
workers will be any greater in 2014 than it was in 2012. [ have attached a copy of

the Company’s response to Staff-I1-48 as my Exhibit___(LK-7).

Do you have any further comments on the Company proposed increase in
distribution O&M expense in the test y;ear comparéd 2012?

Yes. The Company has invested heavily in new infrastructure, which is included
in the test year rate base through the end of 2014. 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, 1the
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.

D. Incentive Compensation Expense Increase is Excessive and Has Not Been

Q.

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
$5.956 million, from $6.427 million in 2012 to $12.383 million in 2014,
according to the Company’s response to OPC’s Interrogatory No. 8 (“OPC-I-8").
The expense in 2012 was based on 2.0% of payroll, according to the Company’s
response to OPC’s Interrogatory No. 60 (“OPC-I-60"), and the proposed expense

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

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

determined the PSP goals for 2014, but they are expected to be “consistent” with
the goals for 2013, according to Mr. Register. [Id. at 17]. The Company claims
that there is another 7.0% available based on financial performance, but that it did
not include this amount iﬁ its revenue requirement, also according to Mr.
Register. [Id. at 18]. I have attached a copy of the Company’s responses to OPC-

I-8 and OPC-I-60 as my Exhibit _ (LK-8) and Exhibit

. (LK-9), respectively.
Is the PSP incentive compensation expense discretionary and does the
Company change the goals and percentages from year to year?

Yes. The Company reassesses the PSP incentive compensation expense goals and
percentages each year. For example, in 2008, the potential payout was 4.0%,
consisting of 2.25% for various safety and operational goals and 1.75% for
financial goals. However, in 2012, the potential payout was only 2.0%, consisting

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

Why is it relevant whether the PSP incentive compensation expense is

discretionary?
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It is relevant because the Company is under no obligation to continue the PSP or
to set goals that benefit customers or challenge the organization to achieve metrics
that directly benefit customers. In other words, even if the expense is allowed, the
Company is under no obligation to pay these amounts. It may pay less or it may
pay more, depending on the annual targets that it sets and its financial

performance.

What is the effect of your recommendation to reject the proposed increase in
PSP incentive compensation expense under a “bottoms-up” approach?

The effect, under a “bottoms-up” approach, would be a reduction of $5.304
million to eliminate the Company’s proposed increase. This reduction would
allow recovery of no more than $7.079 million, using the 2.0% payout rate from
2012. This amount reflects the increase in payroll in the test year compared to
2012. To quantify the amount that should be allowed, I used the ratio of the
$6.427 million in PSP incentive expense to the $194.408 million in payroll dollars
in 2012 from the Company’s response to OPC’s Interrogatory No. 57 (“OPC-I-
57”) and applied this ratio to the $214.139 million in proposed payroll dollars in
2014, also from the Company’s response to OPC-I-57. [ have attached a copy of

the Company’s response to OPC-I-57 as my Exhibit___ (LK-10).

HUA witness Mr. Baudino notes in his testimony that the Company’s
common equity ratio is greater than the comparative group’s. What is the
significance of the common equity ratio on the revenue requirement?

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 1.47% 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 incréasé 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-I-57. The Company incurred $2.703 million for this expense in 2010,
$3.006 million in 2011, ahd $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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Proxy Statement as my Exhibit _ (LK-22).

Should the Commission include stock compensation expense in the revenue
requirement?

No. This expense is incurred to incentivize the financial performance of the
Company, not to achieve operational or customer service goals that may directly
benefit the customers. As such, the expense should be borne by the Company’s
shareholder, TECO Energy, Inc. In éddition, the Commission should not provide
financial incentives to seek and obtain rate increases and higher authorized returns
on equity, particularly when such increases are paid by the same customers who
are asked to pay for this incentive against their interests. Again, the expense

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

F. Injuries and Damages Expense Should Be Normalized to Reflect Recent

Q.
A.

Q.

A.

Actual Experience

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

The Company proposes injuries and damages expense of $6.806 million
according to its response to OPC’s Interrogatory No. 12 (“OPC-I-12”). I have
attached a copy of this response as my Exhibit _ (LK-11). No witness explicitly

addresses this expense in his or her Direct Testimony.

How does the Company’s request compare to its actual expense in prior
years?
The Company’s request is $1.728 million greater than the $5.078 million average

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-I-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.

G. Miscellaneous General Expense Is Excessive because It Does Not Reflect

Q.

A.

TECO_Energy, Inc.’s Acquisition of New Mexico Gas Company and_the
Lower Allocation of Affiliate Costs to the Company :

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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Did the Company reflect the lower affiliate charges from TECO Energy, Inc.
that will result from TECO Energy, Inc.’s acquisition of New Mexico Gas
Company?

No, according to the Company’s response to OPC’s Interrogatory No. 131
(“OPC-I-131”). The Company claims that it presently does not know whether
TECO Energy, Inc. will direct charge any of its expenses to New Mexico Gas
Company, according to its response to OPC’s Interrogatory No. 133 (“OPC-I-
133”), but it does agree that it will allocate a portion of the expenses that are not
direct charged to the Company or other affiliates to New Mexico Gas Company
starting in March 2014 when it closes on the acquisition, according to its
responses to OPC-I-131 and OPC’s Interrogatory No. 138 (“OPC-I-138”). I have
attached a copy of the response to OPC-I-131 as my Exhibit _ (LK-12), a copy
of the response to OPC-I-133 as my Exhibit__ (LK-13) and a copy of the

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

Has the Company estimated what the reduction in allocated expenses will

be?

Yes. The Company estimates that the reduction in allocated expenses will be $2.1
million in 2014, according to the Company’s response to OPC-I-131, and $2.9
million in 2015 and 2016, according to its response to OPC-I-138. If some of the
allocated expenses instead are direct charged to New Mexico Gas Company, then
the reduction in the allocated charges to the Company will be greater than the

Company quantified.
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Do you recommend that this reduction in af liate expense be reflected in the
revenue requirement under a “bottoms-up” approach?

Yes. The effect, under a “bottoms-up” approach, would be a reduction in the
Company’s O&M expense of $2.9 million. The Commission should use the
larger amount, rather than the $2.1 million amount estimated by the Company
specifically for the test year. This is appropriate in order to reflect the annualized
amount, rather than the savings for a portion of the year, and also to reflect the
full impact of the acquisition on the Company, including the effect of a reduction
in the allocated charges due to the fact that TECO Energy, Inc. likely will direct
charge certain of its costs to New Mexico Gas Company, which should result in a
reduction in the residual amounts that are allocated to the various affiliates using

the modified Massachusetts methodology cited in the response to OPC-1-131.

Call Center Expense Increase Is Excessive and Has Not Been Justified

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
test year compared to 2012, from $8.566 million to $10.533 million, according to
its respohse to OPC’s Interrogatory No. 49 (“OPC-I-49”). This is an increase of
23.0% over two years. The Company attributes part of this increase to additional
staffing in order to improve Call Center metrics, according to its response to
OPC-I-49. I have attached a copy of the response to OPC-I-49 as my

Exhibit__ (LK-15).
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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 won;se 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 actpal expense by the average inflation growth since
2012 projected by the Coinpany and shown on Schedule C-36 to reflect inflation
net of efficiency improvements and increméntal 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.

L Uncollectible Accounts Expense Increase Is Excessive and Has Not Been

Q.

Justified

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.

J. Legal Expense Increase Is Excessive and Has Not Been Justified

Q.

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
Company’s corrected Schedule C-16 in its filing. The Company claims that the
increase consists of $0.733 million for the amortization of rate case expenses,

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

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

according to its response to OPC’s Interrogatory No. 119 (“OPC-I-119”). 1 hav;
attached a copy of the response to OPC-1-119 as my Exhibit___(LK-17).

Should the Commission approve this increase for recovery in the revenue
requirement?

No, except for the rate case amortization expense. The Commission should
disallow the remaining $1.521 million. The Company has offered no evidence
that it did not incur similar expenses in 2012, albeit for different contracts and
other litigation. The Company does not prop(;se a reduction in legal expenses for
those similar expenses incurred in 2012 that‘ will not recur in 2014. However, if,
in fact, similar expenses were not incurred in 2012 and these expenses in the test
year are nonrecurring, then the expenses should be deferred and recovery sought

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

III. OTHER REVENUES SHOULD BE INCREASED TO REFLECT ONGOING

OATT REVENUES FROM CALPINE

In its filing, the Company assumed that it no longer would receive revenues
or provide transmission service to Auburndale Power Partners (“APP”) or

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-
over 249 MW effective Jum_a 1, 2014 and ending May 31, 2019, according to its
responses to HUA’s Interrogatory No. 125 (“HUA-I-125”) and Interrogatory No.
131 (“HUA-I-131”). This will result in an additional $4.92 million in revenues in
the test year that were not reflected in the Company’s revenue requirement,
according to its response to HUA-I-131. I have attached a copy of the responses
to HUA-I-125 and HUA-I-131 as my Exhibit  (LK-18) and Exhibit _ (LK-19),

respectively.

Should these additional revenues be reflected in the Company’s revenue
requirement?
Yes. Consequently, the Company’s revenue deficiency should be reduced by

$4.92 million.

IV. RETURN ON EQUITY IS EXCESSIVE

If the Commission approves a reduction in the return on equity, as proposed
by HUA witness Mr. Baudino, what effects will that have on the revenue
requirement in this proceeding and in the various clau‘se recoveries?

In this proceeding, it will result in a reduction to the Company’s claimed revenue
deficiency and a reduction in the base revenue increase. It also will result in a
reduction to the Company’s clause revenue recoveries that include a return on rate

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. [ 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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ELCON Ohio Energy Group
Enron Gas Pipeline Company Ohio Industrial Energy Consumers
Florida industrial Power Users Group Ohio Manufacturers Association
Gallatin Steel Philadelphia Area [ndustrial Energy *
General Electric Company - Users Group
GPU Industrial Intervenors PSI Industrial Group
Indiana Industrial Group Smith Cogeneration
Industrial Consumers for Taconite Intervenors (Minnesota)

Fair Utility Rates - Indiana West Penn Power Industrial Intervenors
Industrial Energy Consumers - Ohio West Virginia Energy Users Group
Kentucky Industrial Utility Customers, Inc. Westvaco Corporation

) Kimberly-Clark Company

Regulatory Commissions and
Government Agencies

Cities in Texas-New Mexico Power Company’s Service Territory -
Cities in AEP Texas Central Company’s Service Territory

Cities in AEP Texas North Company’s Service Territory

Georgia Public Service Commission Staff

Kentucky Attorney General’s Office, Division of Consurner Protection
Louisiana Public Service Commission Staff

Maine Office of Public Advocate

New York State Energy Office

Office of Public Utility Counsel (Texas)
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RESUME OF LANE KOLLEN, VICE PRESIDENT .

Allegheny Power System

Atlantic City Electric Company
Carolina Power & Light Company
Cleveland Electric llluminating Company
Delmarva Power & Light Company
Duquesne Light Company

General Public Utilities

Georgia Power Company

Middle South Services

Nevada Power Company

Niagara Mohawk Power Corporation

Utilities

Otter Tail Power Company
Pacific Gas & Electric Company
Public Service Electric & Gas
Public Service of Oklahoma
Rochester Gas and Electric
Savannah Electric & Power Company
Seminole Electric Cooperative
Southem California Edison
Talquin Electric Cooperative
Tampa Electric

Texas Utilities

Toledo Edison Company
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Expeort Testimony Appearances
of
Lane Kollen
as of July 2013
Date Case Jurisdict.  Party Utliity Subject
1086  U-17282 LA Louisiana Public Service Gulf States Utiites Cash revenue requiramants financlal solvency.
Interim Commission Staff
1188  U-17282 LA Louisiana Public Service Gulf States Utlites Cash revenus requraments financlal solvency.
Interim Rebuttal Comenission Staff
188 9613 KY Attomey General Div. of Big Rivers Eleciic Revenue requivaments accounting adjusiments
. Consumes Protaction Com. firancla) woriau plan,
187 17282 LA Louisiana Public Service Gulf States Utilibes Cash revenua requremants, financial solvency,
Intasim 1SthJudicid  Commission Staff
District Ct.
w7 General Ordr 236 WV West Virginia Energy Monongahela Power  Tex Refarm Act of 1985.
Users’ Group Ca.
487 U-17282 LA Louisiana Public Service Gulf States Utilibes Prudence of River Bend 1, econamic analyses,
Prudence ’ Commission Staff canceliation studies.
487 M-100 NC North Carolina Industrial Duke Power Co. Tex Refarm Act of 1985,
Sub 113 Enemgy Consumers
587 86524£SC w West Virginla Energy Monongzhela Power  Reverue requirements, Tax Reform Act of 1996,
Users’ Group Co. ]
587 U47282 Case LA Lovistana Public Service Guif States Utlites Reverwe requirements, River Bend 1 phase-in plan;
In Chied Camrission Stafl financial solvency.
787 -+ U-17282Case LA Louisiana Public Service Guif Stetes Utiites Revenus requiresments, River Bend 1 phase-n plan,
In Chief Commission Staft : financiel sovancy.
Surmebuttal
87 U-17282 LA Louisiana Public Senice Guif Stattes Utiibes Prudence of River Bend 1, economic anafyses,
Prudence Commission Staft cancellaton studies.
Surmebuttal
mr 86-524 E-SC wv West Virginia Energy Manongahels Powes  Revenue requirements, Tax Reform Act of 1966.
Rebutal Users' Group Co.
a87 9885 Ky Attomey General Div. of Blg Rivers Glectic Financia workout pian.
) Consumer Prolection Corp.
a87 EO1SGRE7-23 MN Taconite Intervenare Mnnesoia Power&  Revernse requbements, O&M expense, Tax Relorm
Light Ca. Act of 1836.
1087 6M20€ FL Occidental Chemical Corp.  FloidaPower Cop. Reverue requirements, OBM expense, Tax Reform
Act of 1836.
1087 870701 cT Connecliout Industriel Connectiut Ligt&  Tex Reform Actof 1988,
Energy Consumers Power Co.
188 U-17282 LA Louisiana Public Service Gulf States Utlities Reverue requiremenis, River Bend 1 phase<in plan,
19t Judicldl  Commission rate of rem.
District CL
288 9934 KY Kentucky Industral Utiity Loutswilla Gas & Economica of Trimble County, compleGion.
Customers Electric Co,
288 10064 KY Kentucky Industrial Uity Louisville Gas & Revenue raguirements, O8M experse, capital
Customers " Efectric Co. stucture, excess deferred Income taxss,
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South Central States

Expert Testimony Appearances
of
Lane Kollen
as of July 2013
Date Case Jurisdict.  Party Utllity Subject
588 10217 KY Alcan Aumium Nafiona  Big Rivers Electric Financlal workout plan,
Sautiwie - Cormp.
588 M87017-10001 PA GPU Inchestrial Intervenors  Mebropolian Edison  Nonutiilty genarator deferred cost recovery.
: Co.
588 M-87017-20005 PA GPU Industrial intervenors ~ Penngyhvania Electiic  Nonutity generator deferrad cost recovery.
’ Co.
6’8 U-17282 LA Loulstana Public Service Gulf States Utflles Prudence of River Bend 1 econamic amalyses,
’ 19th Judicial ~ Commission cancelaton studies, financlal modsiing.
District Ct .
7788 M-87017-1C001 PA GPU industrial intervenors  Metropolitan Edison  Nonudity generalor defermed cost recovery, SFAS
Rebuttal Co. No. 92.
88 M87017-2C005  PA GPU Industriat Infervenors  Pennsyfvania Electric  NorutiRty generator defermed cost reavery, SFAS
Rebuttal Co. No.92 ] .
983 680525 cr Conneclicut Industial ConnecicutLight 8 Exness deferred ls, G8M expenses.
Enargy Consumers Power Co. )
o/sa 10064 Rehearty  KY Kentucky industrial Uty Louisvile Gas & Prematire retirements, intarest experse.
: Customers Electc Co.
1088  88-170-EL-AAR OH Ohio ndustrial Energy Cleveland Electric Revenue requiresnents, phase-in, axcess deferrad
Corsumers ' Muminating Ca. taxes, O&M expenses, inancial cansiderations,
warking capital
10/88  88-171-ELAR OH Ohio Industial Energy Toledo Edison Co. Revenue requirements, phase-n, excess deferred
Cansumers . taxes, O&M expanses, financial conside=raions,
working capital,
10/88  8B00-355€1 FL Florida Industial Power Florida Power & Light  Tex Reform Act of 1988, tax expenses, O8M
. Users’ Growp - G expenses, pension expense (SFAS No. 87).
10/88 3780V GA Georgia Public Service Afiaa Gas Light Co.  Pension expense (SFAS No. 87).
Commissian Staff
1188  U-17202Remand LA Loulsiana Public Service Guif States Uthifies Rate base exclusion plan (SFAS No. 71),
Cammission Staff '
1288  U-17970 LA Loulsiana Public Service AT&T Pension axpestse (SFAS No. 67),
Commission Slaff Communicaiorsof -
~ South Cantral States
1288  U-17949Retultal LA Louisiana Public Service South Central Bed Compenaatad atsencas (SFAS Na. 43), pension
Commission Staff expense (SFAS No. 87), Part 32, income tax
nomalization
39 U-17282 LA Loulsiana Public Setvice Gulf States Utiles Reverue requirements, phase-in of River Bend 1,
Phasell Commission Staff recovary of cancaled plant.
689  881602-EU- A Talquin Electic Talquin/Clty of Economic analyses, incremartal Gost-of sefvice,
800326-EU Coopergtve Tellahassee average astomer ratea.
89 U-17970 LA Loulsiana Public Service AT&T Pension expense (SFAS No. 87), compersatad
Commission Staff Commuricaions of  absences (SFAS No. 43), Part 32.
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Expert Testimony Appearances
: of

Lane Kollen
as of July 2013
. Dats Case Jurisdict.  Party Utitity Subject
889 8555 ™ Occidental Chemical Corp. ~ Houston Lighting & Cancellafion cost recovery, tax expense, revenua
Power Co. requirements.
8739 3840-U GA Georgla Publc Service Georgia Power Co. . Promotional practices, advertising, econamic
Commission Staff development.
939 U-17282 LA Louisiana Public Service Gulf Stetes Uffitas Revenue requirements, detailed investigafion.
Phase Il Commission Staff
Detsited
1/89 8880 ™ Enron Gas Plpefing Texas-New Maxico Deferred eccounting fraabment, saledeaseback
Power Co. ]
10/80 8928 ™ Enron Gas Plpafine Taxas-Now Maxico  Revenus requirements, imputed capial structure,
Power Co. cash working Capitdl.
10/89  R-891364 PA Philadelphia Area Industital PMddphla Electic  Revenue requirements,
Energy Users Grouwp Co
1189  R-891364 PA Philadeiphia Area Industrial F‘hlndelphla Electic  Revenue requirements, saledeasebadk
1289  Surebutta Enesgy Users Group Co.
(2 Filngs) ‘
190 U-17282 LA Loulgiana Public Sarvice Gulf States Utiiitles Revenue requrements, detalied ivesligation.
Phasell Commissian Staff
Detalled
Rebuttal
120 U-17282 LA Ladsna Public Service Gulf States Utlitles Phase-in of River Bend 1, deregulated asset plan.
Phase lit Commission Staff
80 890319-€1 L Florida industrial Power Floride Power & Ligt  O8M expenses, Tax Reform Act of 1986,
. Users Group Co.
480 890319-E1 FL Flodda industria) Powsr Floride Power & Ligt  O8M expenses, Tax Reform Act of 1986.
Rebutial Users Group Co.
480 U-17282 LA Louisiana Public Senvica Gulf States Utifties Fuel clause, gain on sale of utifity assets.
190 Judcid  Cammission
Disbict Ct.
990  90-158 KY Kentucky Industrial USRy Louisvile Gas & Revenue requiraments, post-lest year additions,
Customers Bleckric Co. farecasted lest yesr,
1290  U-17282 LA Loulsiana Public Service Guif States Uttities Revanue requirements.
Phase [V Comemission Staff
1 20327, et 2l NY Muttiple infervenora Nlagara Mohawk Ingentive regulation.
Power Corp.
51 9945 ™ Office of Public Utllity EiPasoBlecticCo.  Finencial modalng, econamic analysas, prudence of
Counsel of Texas Paio Verde 3.
991 P-910511 PA Allegheny Ludlum Corp., West Penn Power Reaovery of CAAA costs, least cost financing.
P-910512 Amnco Advanced Materials  Co. -
Co., The West Penn Power
Industrial Users’ Group
991 91-231-ENC wv West Viginia Enegy Usara  Monongahela Power  Recavery of CAAA costs, least cost financing.
Grow Co. '
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Expert Testimony Appearances
of
Lane Kollen
as of July 2013
Date Case Jurisdict  Party Utility Subject
1191 U-17282 LA Louisiana Public Service Guif Stenes Utiities Asset impalrment, dereguleted asset plan, revenus
. Commission Staf! requirements,
1201 91-410EL-AR OH Air Products and Cincinngl Gas & Revenue requirements, phase-in plan.
Chemicals, Inc,, ATnco Eleciric Co.
Steal Co., Ganer Electric
Co,, Industrial Energy
Consumers
1291 PUC Docket ™ Ofice of Public Uity TewsNewMexi  Financial inlegrity, stratsgic planning, declined
10200 Counsel of Texas Power Co. business afflations,
502 910890-El FL Occidenlal Chemicel Cop.  Florda PowerCop. Revenus requirements, O&M expense, pansion
' epanss, OPEB expense, fossd dismentfing, nuclear
892 R00322314 PA GPU [ndustrial Intervenors ~ Metropolitan Edison  Incentive regulation, parfaTnance rewands, purchased
Co. power risk, OPEB expense. :
992 92043 Ky Kantucky Industrial Utilty GenericProcesding ~ OPES expense.
Consumers .
© ™2 920324-€ L Florida industrial Rower Tampa Esdtric Co. OPEB expensa.
Users' Growp
992 30348 N - Indiana Industial Group GenericProcseding  OPEB expanse.
992 910840PU FL Florida Industial Power Generic Proceeding  OPEB expense.
" Users' Group
82 39314 IN Indusbial Consumers for  Indiana Mchigan OPEB expense.
Fair Uity Ristess Power Co.
1182 U-19904 tA Louislana Public Sesvice Guif Stases Utiifies Mesger.
Commission Stalf fEnergy Corp. ]
1192 8649 MD Westvaco Corp,, Eastalco  PolomacEdison Co.  OPEB expanse.
Auminum Co,
1182  92-1715AUCOI  OH Ohio Marufachrers Generic Proceeding ~ OPEB expense.
Assoclation
1292  R00922378 PA Amco Advancad Meterigls  West Penn Power Incentive regulaion, perfarmance rewands, purchased
Co., The WPP Industrial Co. . power risk, OPEB axpense.
Intervenors
1292 U-19949 LA Loulsiena Public Service Sauth Central Bed Affiiate transacfions, cost alocations, merer.
) Commission Staff ' )
122 RO0R22479 PA Philadelphia Area industdal  Phiadeiphia Eechic  OPED expense.
Energy Users’ Group ] Co.
183 8487 MD Marytand Industie Goup  Battimore Gas & OPEB experse, defeved fuel, CWIP in rets base.
Electiic Co.,
Bethiaham Stedl
Corp.
183 30499 N PSI Industrial Group PSI Enemy, Inc. Refunds due & over-collection of taxes on Martie HEl

cancelation.
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Expert Testimony Appearances
of
Lane Kollen
as of July 2013
Date Case Jurisdict.  Party Utility Subject
m 92-11-11 cT Connecticul Industrial Connecicut Light&  OPEB expersa.
Energy Consumers Power Co
3™ 19504 LA Louisiana Public Service Gulf States Ufiites Memar,
(SuTebuttal) Commission Staff [Entergy Com,
¥ 90-ELEFC OH Ohio Industrial Energy Ohio Power Co. Afiliate transactions, fuel.
Consumers
393 EC92-21000 FERC Louisiana Public Service Guif States Utlites Merger.
ER82-906-000 . Commission Staff FEntergy Corp.
493  @RUELAR  OH ArProdutts AmcoSted  Cincinnafl Gas & Revenue requiremens, phase-in plan.
Industriel Energy Electric Co.
Consumers )
493  EC92-21000 FERC Loulsiana Public Service Gulf States UtiBes Merger.
ER92-806-000 Commission {Entergy Corp.
(Retwtiaf)
983 9313 Ky’ Kenucky Industial Uty Kenlucky Utites Fuel dause and caal confrart rehund.
Customers
903 92490, KY Kentucky industrial Utiity Big Rivars Electric Oisallowances and restiuion for xcessive fusl costs,
924904, Qekumers and Kentucky Com. flegal and bproper payments, recovery of mina
90-360-C Altomey General closure costs.
1083  U-17735 LA Louiskana Public Service Cajun Elactic Power  Revenue requirements, debt restructuring agreement,
194 U-20647 LA Lauisiana Public Service Guf States Utities Audil and investigation into fuel clause costs.
Commission Staff Co.
484 U-20647 ) Louisiana Public Service Guif States Ulities Nucisar and fossd und perfamance, fuel costs, fusl
(Sumrebuttal) Commission Staff Co. clausa principles and guidefines.
504 - U278 . LA Loutsiana Public Service iana Power & Plenning and quentification ssues of least cost
Camvmission Staff Light Co. inlegrated resaurce plan.
994  U-19904 LA Laulstana Public Service Gulf States Utktes River Bend phase-in plan, deregulsted asset plan,
Inttial Post-Merger Commission Staft Co. . capital structure, other revenua requirement issues.
Eernings Review
994 U-17735 LA Louisiana Pubic Service Cajun EecicPower  G&T avoperatve ratemaking palicies, exdlusion of
Commission Staff Cooperative Rivey Bend, other revenun raquirament issues.
1084 3905V Geomie Public Service Southem Bell Incantive rate plan, eamings review.
Camvmizsion Staff Telephane Co.
1004 52584 Georgia Publc Senvice Southem Bed Alerwtive regulation, cost atiocation.
Commission Staff Telephane Co. .
1184 U-19904 LA Louisiana Pubic Service Guif States Utiies River Bend phase-in plan, dereguisted asset plan,
Inital Post-Merger Commission Staff Co. capital structure, other revenue requirement lssues.
Eamings Raview .
(Rebutial)
1198 U17735 LA Loulsiana Public Service CalunElectic Power  G&T cpoperafive ratemaking paliy, exclusion of
(Rebuttal) Comméssion Staff Cooperafive River Bend, other revenus requirement lssuss.
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Expert Testimony Appearances
of
Lane Kollen
as of July 2013
Date Case Jurisdict.  Party Utility Subject
485 R00943271 PA PPBL Industrial Customer ~ Pennsylvanla Power  Revernue requirements. Fosad dismantfing, nudsar
Aliance & Light Co. decommigsioning,
&R5 3905V GA Georgia Publkc Servica Southern Bell Incenfive reguistion, affitate transactions, revenue
Rebuttal Commission Telephona Co. requirementts, rzts refund.
685 U-19904 LA Louisiana Public Service Gulf States Utitses Gas, coal, nuclear fuel costs, contract prudence,
(Ovect) Commission Staff Co. basefuel realignment.
10005 9502614 ™ Tennassee Ofiice of the BelSauth Affliate baneacfors.
Atiomay General Telecommunications,
Consumer Advocate Inc.
1005  U-21485 LA Loulsiana Public Senvice Gulf Stetes Utities Nuclear O8M, River Bend phase-in plan, baseffuel
(Otrect) Comvnissian Staff Co. reafgnment, NOL and ARMin asset deferred
other revenue requiremant iasues. '
185  U-19804 LA Loulstana Public Service Gulf States Utitfies Gas, cosl, nuclear fuel costs, coniract prudence,
(Sumrebutiai) Commission Staff Co. Division base/uel realignmant
185  U-21485 LA Loulslana Public Servica Gulf States Utiifes Nuclear ORM, River Bend phase-in plan, baseffuel
(Supplemants Commission Staff Co. reslignment, NOL and ARMin asset deferred taxes,
Oiredt) ' other revarue requirement issuea.
1285  U-21485 )
(Sunewqd)
1196 95-203EL-AIR OH Industrial Energy The Toledo Edlson Competion, asset write-olfs and revatuation, O3M
95-300-ELAIR Corsumeny . ~ Co,TheClaveland  expenss, other revenue requirement issues.
’ Electric hsminating -
Co.
236 PUC Docket ™ Office of Public Utlity Cantral Poser & Nuclaar decommissioning.
14965 Counsel Light :
506 954854CS NM Clty of Las Cruces ElPesoElechicCo. . Standed aist recovery, municipalizaton.
186 8125 MD The Maryland industrial Baltimore Gas & Merger savings, tracking mechaniam, eamings
Group and Redland Blectrc Co,, Polomac  sharing pian, revenue requirement issues.
Genstar, Inc. Electric Power Co.,
and Canstellation
Energy Corp.
996 U-22082 1A Lovisiana Public Service Enterngy Gulf Stetes,  Rivar Bend phase-in plan, besaffuel realignment,
1% U-22092 Commigsion Staff Inc. ' NOL and AKMin asset daferred taxes, other revenue
(Surrebutal) requirement ssuas, allocation of
reqlatvdhovepiatd costs.
1006 96327 Ky Kerkucky Industrial Utiity Big Rivers Electic Enviravnantal surcharge recoverable costs.
Customers, Inc. Comp. . :
297 R-00973877 PA Priiadelphia Area Industid  PECO Energy Co. Shranded cost recovery, regulatory assets and
Energy Users Group liabifties, intangible transilion charge, revenus
. requiraTents,
7 96489 KY Kenmuky Industrial Uity Kentucky Power Co.  Enviranmsnial surcharge recoverable cost, systam
Customers, Inc. agreements, alowance invenlory, jurisdicional

allocafion.
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Expert Testimony Appearances
of
Lane Kollen
as of July 2013
Date Case Jurisdict. Party Utlity Subject
897 TO-97-397 MO MC! Telecommunications ~ Soubwestem Bell Price cap regutation, revenue requirements, rata of
Corp., Inc., MCimstro Telephone Co. retum. ]
Actess Transmission
_ Savices, Inc.
897  R0973953 PA Phiadelphia Amaindusttl  PECOEnemgyCa.  Resbucturing, deregulation, stranded costs,
Energy User Group reguistory essets, liatifies, nuclear and fossi
decommvasioning. :
m7 R-00973954 PA PP&L Industial Customer  Pannsyvania Power  Restruchuring, dareguiafion, stranded costs,
Alliance & Light Co. reguatory asses, liabllles, nuclear and fossi
decommiasioning.
n7 U-22092 LA Louisiana Public Service Entergy Gulf States,  Degrediafion rales and methodologies, River Bend
Commission Staff Ine. phase- plan.
a7 97-300 KY Kenlucky Indusiial Uity Loulsville Gas & Merger policy, ogst savings, surcredit sharing
Customers, Inc. Electric Co., mechaniam, revenus edquirements, rate of retum.
Kenlucky Utiities Co.
887 R-00973954 PA PPAL Industrial Customer ~ Pennsylvania Power  Restuchuing, dereguiafion, siranded coss,
. (Sumebuttal) Aliance &Light Co. reguiatory assets, &ablities, nuciear and fossil
’ decammissioning.
10087 97-24 KY Alcan Alumium Corp. 8ig Rivers Elactiic Restructuring, revenue requiraments,
Southwrire Co. Com reasonahlenass.
1097  R-974008 PA Metropofitan Edison Metropoltan Edison  Restructuring, dereguiation, strended costs,
: Industrial Users Group Co. requlalory assels, abilies, nuclear and fossd
_ decommissianing, reverus requirernents. -
107  R-974009 PA Penelec Industrial Pennsylvani Electiic  Restructuring, deregulation, stranded costs,
- Cusinmes Aliance Co. regulatory assets, fabiites, nuciear and fossi
) decanymiasioning, revenye requirsments.
107 97-204 KY Alcan Alwminum Corp. Big Rivers Blectic Restructuring, revenue requiements, reasonableness
{Rebutial) ' Southwire Ca. Comp of ratas, cost allocation.
197 u-2491 LA Louisiana Public Sesvice Entergy Guif States,  Aflocaion of reguteted and nonregulated costs, other
Commission Staff nc fevenue requiremeant issues,
1197  RO0973953 PA Philadelphva Area Industial  PECO Enargy Ca. Restructwing, deregulation, stranded costs,
(Sumsbuttd) Energy Users Gragp . regulatnry assets, Babilitiea, nudesr and fossi
197  RD73981 PA WestPenn Powar Industridl ~ West Penn Power Restnetwing, deregulation, stranded costs,
Intarvenors Co. regutalory assets, fiabiities, tssi decommissioning,
revenue requirements, securiizafion,
1097  RI74104 PA Duquesne Industrial Duquesne LightCo.  Resthchuring, deregulation, stranded costs, '
Intervenara regulatory assets, abities, nucear and foas -
(Gecommissioning, revenue requiraments,
_ securifzation,
1297  R-973981 PA West Penn Power Industrial ~ West Penn Power Restuctring, ation, stranded costs,
(Sumebuttal) Inververars Co. regulatory assets, fabifties, fassil decommissioning,
reverue requirements.
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Expert Testimony Appearances
of
Lane Kollen
as of July 2013
Date Case Jurisdict.  Party utllity Subject
1287  RO74104 PA Duquesne Industrial Duquesns Light Co.  Restrucluring, deregulation, stranded costs,
(Sumeduttal) Imtesvenors : regulalory asgels, fiabiities, nuclear and fossd
decommissioning, revanua requirements,
sacuritizalion.
198 U-22491 LA Louisiana Public Servica Entegy Gulf State,  Allocation of regulsted and nanregulated costs, other
(Sumeduttal) Commission Staff Inc. revenue requiement issuas.
2008 87174 MD Westvaca Potomac EfisonCo.  Merger of Duquesne, AE, customer safeguands,
sevings sharing.
398 U-22082 LA Louisiana Pubtic Sarvice Entergy Gulf States,  Restruchuing, stranded cos!s, regulatory assets,
{Allocated Comvmission Stefi Ine. securitization, regulatory miigation.
Stranded Cost - ’
Issues) _
08 830U GA Georgla Nah.ral Gas Atlanta Gas Light Co.  Restructuring, unbundiing, stranded costs, incergive
Group, Georpla Textle reguiation, revanue requiements,
Memufaciurers Assoc. .
388 U-22092 LA Loulsiana Publlc Senvice Entergy Guf States,  Restruchsing, skanded costs, reguiatary assats,
(Alocated Commissian Staft Inc. sacufitzation, regulatory miigetian
Stranded Cost
|ssues)
10/8 97596 Mabe Olfice of he Pubic ~ Bangor Hydro- Restructuing, unbunding, stranded costs, T30
Advacate Electric Co. revenus equiraments.
1008 935U GA Georgls Public Senvica GeomiaPowerCo.  Affilate tasaciors.
Comsnission Adversary
1088  U-1773§ LA Louistana Public Service Cajun Electic Power  G&T cuopesative ratemaking policy, other revenus
Commission Steff Coaperetive requirement issues.
1108 U277 LA Loutsiana Public Service SWEPCO, CSW Merger policy, savings sharing mechanism, etfials
Cammission Staff and AEP transaction N
1288  U-23358 LA Loulsiana Public Senvice Entergy Guf States,  Allocation of regulaled and nonregulated costs, tax
(Dlrect) Commiasion Staft e lasues, and other revenue requirement issues.
1298 98577 ME Maine Office of Public Maine Public Servica  Restructuring, unbunding, stranded cost, T&D
Advocate Co. revene equiements. -
189 98-1007 CcT Comecticut Industial United lluminating Stranded costs, ivestment tax cedits, accumulated
Energy Consumers Co, deferred income taxes, excess defarred hcome
tanas,
389 U-23358 LA Louisiana Public Service Entergy Guff Ststes,  Allocation of regulated and nonregutated coals, lax
(Swrebisttal) . Commission Staff Inc. Issues, and ofher revenue requirement issues.
399 98474 KY Kentucky Indusiial Uity Loutsvita Gas and Revenuie requirements, aitemaiive forms of
Customen, Inc. Electic Co. regulation.
/9 98426 KY Kentucky indusdtal Utility Kentucky Utities Co.  Reverua requivements, akemative forms of
Customers, Inc. regulation.
39 99-082 KY Kertucky Indusirial Utity Louisville Gas and Revenue requirements.
Customess, inc. Blectic Co.

J. KENNEDY AND ASSOCIATES, INC.



Docket No. 130040-El
Resume of Lane Kollen
Exhibit LK-1, Page 13 of 29

Expert Testimony Appearances
" of
Lane Kollen
as of July 2013
Date Case Jurisdict. Party Utllity Subject
WY 99083 KY Keobucky inhsbial Uy Kentucky Utities Co.  Revenue requlements,
Customers, Inc.
a9 U-23358 LA Loutsiana Putiic Service Endergy Guif Statas, ~ Allocation of regulated and nonreguiated costs, tax
{Supplemental Cammission Staft Inc. tssues, and other revenue requirement sues.
Surrebuttal)
439 990304 CcT Connectiat industrial Uniled {fuminating Reguistory assets and liabilies, stranded costs,
Energy Consumers Co. recovery mechanisms.
9 990205 ct Connecticut Industrial Uity  Connecticut ightend  Regulttwry assets and kiabillies, stranded costs,
Customens Power Co. recavery mechanisms.
589 9842 KY Kentucky industrial Uity Louievile Gas and Revenve raqulements.
99082 Customen, Inc. Blectric Co.
(Addifional Direct)
509 68474 KY Karfucky indusbial Utlity ~ Kenfucky UtBes Co.  Revenua requirmants.
99083 Customers, Inc.
(Addonal Direct)
589 93428 Ky Kerhoky Industrial Uiy~ LouisvileGasand  Altemative regulaion,
98474 Customars, Inc. Electric Co,,
{Respore to Kenlucky Utiltes Co.
Amended
Appiications) .
6/9 9759 ME Maine Office of Public Bangar Hydro- Request for accounting order regarding electric
Advocats . Electric Ca industry restrucluring costs.
699 U-23358 LA Louisiana Public Service Entergy Gu¥ States,  Afflliste transactions, cost allocations.
Commissim Staff Ine.
78 9903-35 cT Comeciad industial United iawnating Stranded costs, regulatory essets, tax effects of asset
Energy Coraiamars Co. dvestiture.
8 U-23327 A LousianaPublicSavice  Sohwestem Electic  Marger Settiement and Stipulation.
Commission Staff Power Co,, Central
and South West
Carp, Arerican
Blectric Power Co.
7m9 97696 ME Maine Office of Public Bangor Hydro- Restructsing, unbunding, stranded cost, T&D
Surebuttal Advocale Elecric Ca. revenve requirements.
TR BOIESI West Virginia Energy Users  Murongahela Power,  Regulstory assets and Babiliies.
Group Potomac Edisan,
Agpatachian Power,
Wheaiing Power
899 98577 ME Maine Office of Public Maine Publc Senice  Restructhring, unbunding, stranded costs, T&D
Swrebua Advocate Co. revenue requirements. -
899 98426 KY Kentucky Industral Utity Loulsville Gas and Revenve requirements.
99082 Cugtamers, inc. Electric Co.
Rebuttal
889 98474 KY Kentucky Industral Utirty Kentucky Utiiies Co.  Revenue requirements.
98083 Customers, Inc.
Rebuttal
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839 98-0452-E-GI wv West Virginia Energy Users  Monangahela Power,.  Regulalory assets and abitfes.
Rebuttal Group Potamac Edison,
Anpalachian Power,
Whaalig Power
1099  U-24182 LA Loutsiana Public Service Entergy Guit States,  Allocafion of regulated and nonreguleted costs,
Olrect - Cammission Stsft Inc. afifiale trarsactions, tax (ssues, and other revenue
. requirement issues.
1189  PUC Oocket AL The Dalias-Fort Worth TXU Elactic Restruchuring, siranded costs, laxes, securid2atian.
21527 Hospital Council and ’
Caafiton of Independent
Coleges and Universilies
189  U-23358 LA Louisiana Public Service Emergy Guif States,  Service company affilate transaction costs.
Surrebuttel Commission Staff Inc.
Afiats
Transactions
Review
| 010  U-24182 LA Louistana Public Sesvice Entergy Gulf States,  Aliocation of reguiated and nonvegulaiad costs,
| Surebutia Commission Staff Inc. affiiate transactibns, tax issues, and other revenue
requirament kssues.
‘ 0400 99-1212ELETP OH Grogter Cleveland Growth  Flrst Enemy Historical review, sranded costs, reguistory axsels,
| 99-1213-£L-ATA Assodiation (Cleveland Electric liabifites.
| 99-1214-ELAAM Ifuminating, Tolsdo
@ =
| 0500  2000-107 KY Kertucky Industrial Uity Kentucky PowerCa.  ECR surcharge rol-in o base rates.
Customers, inc.
; 0500  U-24182 LA Loulslana Public Servica Entergy Guif States,  Afiliate expense profama adjustments.
| Supplemental Commission Staff Inc,
| Direct
‘ 0500  A-1105S0F0147 PA Priadelphia Area Indus¥ial  PECO Energy Merger between PECO and Unicom.
Energy Users Group
0500 99-1656-ELETP OH AK Steel Corp. Cinghnat) Ges & Regulatory transiton costs, including regulatory
BecticCo | assets and Eatdities, SFAS 109, ADIT, EOIT, ITC.
0700  PUC Docket ™ The Dallas-Fort Worth Statawide Generic Esraiaion of O8M expenses for unbundied TRD
22244 Hospital Councll and The Proceeding revenue requiremants in projected test year.
Caalitan of Independant
Coleges and Universities
0700  U-21453 LA Loulsiana Public Service SWEPCO Stranded costs, reguldiory assets and fabiifes.
Comvmission
0800  U-24064 A Loulsiana Public Service CLECO Affiiate transacfon pricing ratemaking principles,
Cammission Staft subsidization of nonregulated affikstes, ratamaking
adjustments,
1000  SOAH Docket © The Datlas-Fort Worth TXU Electric Ca. Restructiing, T80 revenue requiraments, mitigalion,
47300-1015 Hospltal Councit and The regulatory assets and Gabiifies.
PUC Docket Coalitian of Independent
2350 Collages and Universities
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1000  R00974104 PA Dugquesne Industrial DuquesneLightCo.  Final accounting for stranded casts, including
Affidavit Intervenors treatmentof auclian proceeds, taxes, capital costs,
: switchback casts, and excess pension funding.
1100  P-00001837 PA Metopolitan Edison Metopoltan Edison  Finel accounting for atranded costa, incuding
R00974008 Industrial Users Group Co,, Pennsytvana treatment of auction proceeds, taxes, regutatory
P-00001838 Penelec Industsial Eectric Co. assets and Babibiies, transaclion costs,
R-00974008 Customer Afiance
1200  U-21453, LA Louisiana Public Service SWEPCO Strended costs, regulatory assets.
U-20225, Commission Staff
u-2092
(Subdocket C)
Surebuttal
0101 U-24993 LA Loutsiana Pubc Service Entergy Gulf Stales,  Allocation of reguiated and nonreguialed costs, tax
Direct Cammission Staff Inc. lssues, and other revenue requirament issuas.
001 U-21453, LA Louisiana Public Service Entergy Gu Stales,  Industry restructuring, business separation plan,
U-20925, Commiésion Staff Inc. orgenkzation etnuctre, hold hamiess condiions,
U-22092 francing.
(Subdockei B)
Sugrebuttal
0101  CaseNo. KY Kentucky industlal UBly ~ Loulsvile Gas & Recovery of enviroremerts) casts, surcharge
2000386 Customers, Inc. Electic Co. mechanism.
0101 CassNo. KY Kenucky Industiad Uity ~ Kentucky Wilties Co. Recovery of enviroamental costs, surcharge
2000439 Customers, Inc. . mechantsm,
0201  A-110300F0096 PA MetEd Industrial Users GPU, Inc. Merger, aavings, refiahilly,
A-110800F0040 Group, Penelec Industial  FirstEnergy Com.
Customer Alllance
0301  P-00001860 PA Met£d Industrial Users Metropalitan Edison ~ Recovery of costs dua b provider of tast resort
P-00001861 Group, Panslec Industtal  Co., Pennsyhania obiigafion.
Customer Alflance Electric Co.
04001  U-21453, LA Loutsiana Public Service Ertergy Guif States, * Business separation plam: settiement agreement on
U-20925, Commission Staff Inc ovesall plan shuclure.
U-22092
{Subdocket B)
Setament Temn
Sheel
0401  U-21453, LA Louisiana Pubfic Sesvice Entergy Gulf Stetes,  Business separaion plan agreements, hold harmiess
U-20925, Commissian Staff Inc. ) conditions, seperations methodolagy.
U-22092
{Subdocke! B)
Contesled Issues
0501 U-21453, LA Loulstana Public Service Entergy GuifStates,  Business separation plan: agreements, hold hamiess
U-20825, Commission Staff Inc. conditions, separationa methodokogy.
U-22082
(Subdacke B)
Contested lssuea
Transmission and
Distribution
Rebutial
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0701 U-21453, LA Louisiana Public Service Entergy Gulf Staies,  Business separation plan: settiement agreement on
U-20925, Commission Staff Inc, T&D bssues, agreamants nevessary fo mplemant
U-22092 T&D separafions, hold hanmiess condtions,
(Subdocket B) sepasations methodology.
Tranamission and
Distribution
Term Sheet
1001 140004 GA Georgla Public Service Georgla Powsr Revenue requiraments, Rate Plan, fuel clause
Commission Adversary Campany recavery.
Staffl
101 14310 GA Gsomia Public Servica AfantaGasLightCo  Revenue requiremants, revenue forecast, OAM
Direct Panel with Commission Adversary expense, depraciation, plant addtions, cash woridng
Bolin Killings Staff capital. :
101 U-26687 LA Loutsiana Public Sevice ~ Enfergy Guif Stales,  Revenwe requirements, caphal structure, allocation of
Direct ) Commission Staff Inc. regueated and norveguiated costs, River Bend uprate.
0202  PUC Oocket ™ The Oatas-Fort Worth TXU Bectic Spdation. Reguletory assets, securitization
25230 Hospital Coundll and the finaning.
Coalition of Independent
Colleges and Univeralfes .
0202  U-26687 LA Loufslana Public Sarvica Entergy Guf States,  Revenue mmm, corporaie franchise tax,
Sumebuttal Commission Staff Inc. convevsion to LLC, River Bend uprate.
0302 143110 GA Georgia Public Service Atlants Ges Light Co.  Revenuarequirements, eamings sharing plan,
Rebuttal Panel Cammisslon Adversary service quality standards.
with Bolin Kiinga Staff
002  14311U GA Goocgia Public Sarvice Allanta Gas Light Ca.  Revenus requirements, revenus fvecast, OSM
Rebuttal Panel Commission Adversary expanse, depreciation, pland additions, cash working
with Michells L. Staif capial.
Thebert _
032  00114BEl L South Florida Hospital and ~ FloidaPower & Light  Revenus requivemants. Nuclear ife extenslon, storm
Haalthcare Assac, Co. damage accruals and reserve, Gapital struchss, OSM
~ eqonse
0402  U-26607 (Suppl. LA Loulstana Public Service Entergy Gulf Stales,  Revanve requirements, corporale franchise tex,
Surrebuttal) Comemission Inc. conversion to LLC, River Bend uprate,
042 21453, LA Loulstans Public Service SWEPCO Business ssparafion plan, T80 Tarm Sheet,
U-20925 Comrission separatiom methadologies, hold harmiess conditiors,
22092 .
{Subdocket C)
0802  ELO1-38-000 FERC Loulsiana Public Service Entorgy Sesvices, Syslam Agreement, production cost equalization,
Commission Inc.andthe Entergy tarifla.
Operating
Companles
0802  U-25880 LA Loutsiana Public Savice Entergy Gulf States,  Syalem Agreement, producion cost disparities,
Commission Staf Inc. end Entergy prudence.
Louisiana, inc.
0302 200200224 KY Kentucky Industial Utfities Utiities Ca,,  Line kusses and fuel clause ecovery associsled wiih
200200225 Customars, Inc. Lowsville Gas & offeystem sales.
Electric Co.
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1102 200200146 KY Kentucky Industrial Ufilies ~ Karducky Utiftles Co.,  Environmental compliance costs and surcharge
2002-00147 Customers, Inc. Lovisvila Gas & recovery.
Ekctic Co. A
0103 2002-00189 KY Kentudky Industrisi Utites  Kartucky PowerCa.  Environmental compRiance costs and suchame
. - Customiers, Inc. recovery.
0400 200200429 KY Kentucky Industial UliGes  Kartucky Utifties Co., Emusbn. of mesger surcredt, flaws in Compenies’
2002-00420 Customes, Inc. Louisvile Gas & studies.
’ Elechc Co.
0403 . U-28527 LA Louisiana Public Service Entergy Gulf Siates,  Revenue requirements, coparale franchise tax,
: sion Staff Inc. conversian L LLC, capilal stucture, postest year
. adjustments.
0603 E.01-88000 FERC Loulslana Public Servico Entergy Services, System Agreement, groducion cost equalization,
Rebuital Commission Inc. and te Enl teviffs.
Operating
Companies
0603  2003-00068 KY Kertucky Industrial Ullty ~ Kertucky UtiGtles Co.  Envionmental cost recovery, corecian of base rate
Customers fTor.
1103  ER03-753-000 FERC Louisians Putdic Service Entergy Services, Unkt power purchases and sale cost-based tadif
| Comymission Inc. end the Entergy  pursuant lo System Agreement.
| Operating
Carnpanies
1103  ER03-583-000, FERC Loutsiana Public Service ’ Enlergy Services, Unit power purcheses and sale agreemanty,
ER03-583-001, Commission Inc., the Entergy contractual provisions, projecsd costs, levellzed
| ER03-583-002 retes, and formula retes.
| ER03-681-000, Canpenis, EWO
| ERD3-681-001 kating, LP, an
| Enlorgy Power, Inc.
‘ ER03-682-000, '
‘ ERD3-682-001,
ER03-882-002
ER03-744-000,
ER03-744-001
(Consolidated)
1203 U-28527 LA Loulstana Public Service Entargy Guff States, ~ Reverue requirements, corparate ranchise tax,
- Sumebuttal Commission Staff e - camversion to LLC, capital struchure, postiest year
adustrents,
1203 20030334 KY Kentucky Industrial Ufiity Kentucky Utiities Co.,  Eamings Sharing Mecharism,
20M-035 . Custamers, Inc. Loutsvile Gas &
Electric Co.
1203 U-27138 LA LouisianaPublic Sece .EmasgyLouiﬂlni. Purthased power cantacts between afffiaies, tems
Commission Staff Inc. and condions.
W04 U265 LA Louislena Public Service Entergy Guif Stales,  Reverue requirements, corporato franchise tax,
Supplemental Commission Staff Inc. canversion to LLC, cagital sthuture, postisst year
Surebuttal adfustments.
0004 20031433 KY Kenhueky Industial Utiity Louisv@e Gas & Revenue requirements, depreciaion rates, 08M
Cusomers, Inc. Elactric Co. expense, defemals and amorézation, eamings sharing

mechanism, mesger surtredit, VDT swereadl.
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0304  2003-00434 KY Kentucky Industrial Ufikty Kentucky (Kiltes Co.  Revenue requirements, depreciaficn rates, 08M
Customers, inc. expenge, defemmals and amortization, earings sharing
mechanism, merger surcredit, VDT surcredt.
0304  SOAH Dockst ™ Cilles Served by Texas- Texas-New Mexkn Strandad cosls tue-up, induding valuation ssues,
473-04-2459 New Mexico Power Co. Power Co. ITC, ADIT, excess eamings.
PUC Docket
29208 . , .
0504  04-169-EL-UNC OH Ohlo Energy Group, Inc. Columbus Southem  Rate stabiiization plan, deferals, T80 rate increases,
’ Power Co. & Ohio samings. )
Power Co.
0604  SOAH Docket ™ Houslon Council for Health  CenterPolnt Energy  Stranded costs trve-up, (nduding valuation sues,
473044555 and Education Houston Blectric ITC, EDIT, excess miligalion credds, cepacity auction
PUC Oocket fue-Lp revenues, [nferest
20526 -
08004  SOAM Docket ™ Houston Council for Health ~ CenterPolnt Energy Interest an stranded cost pursuant bo Texas Suprame
: 473044555 and Education Houston Electic Court remand.
PUC Docket
29526
(Suppl Direct) : _
0904  U-23327 LA Louisiana Public Service SWEPCO Fuel and purchased powar expenses recoverable
Subdocket B - Commission Stafi through fuel adustment ciause, trading activies,
compliance with terma of various LPSC Orders.
1004 U-2337 LA Loulstana Publc Service SWEPCO Revenue requirements.
Subdocket A . Commission Staff
1204  CaseNos. KY Gallath Stedl Co. EestKentucky Power  Environmental tmay,quuﬂedm.m ’
200400321, Coopesafive, Inc., Blg  requirements, cost allocation.
200400372 Sandy Recc, at al. :
0105 30435 ™ Houstan Council for Health  CenferPoint Enargy  Stranded cost bue-up including reguiiory Central Co.
and Education Houston Blactric, LLC  assets and Ilabies, ITC, EDIT, capachy auction,
proceads, excess mitigetion credits, retrospecive and
prospactve ADIT.
0205 188384V GA Georgia Public Service Altents Gas Light Co.  Reverve requirements.
Commission
0205  18638Y GA Georgle Public Service Atlants Gas Ught Co.  Camprehansive rate pian, pipefine replacement
Pandl with Carmemission Adversary program surchasge, performance based rats plan,
Tony Wackerty Staff
0205  18638U GA Georgla Pubfic Senvice Allanta Gas Ught Co.  Energy canservation, economic development, and
Pandl with Commissian Adversary tarfl issues.
Michefle Thebed Steff
0305  CaseNos. KY Kentucky Indusidal Utlity Kentucky Uthtles Co,  Environmental cost recovery, Jobs Creation Act of
. 200400428, Customers, Inc. Louisvile Gas & 2004 and §199 deduction, excess comran equity
2004-00421 Blectric ratio, deferral and amodizatian of nanvexisting ORM
_ epaTe .
0605  2005-00068 KY Kertucky Industrial Uity Kentucky Power Co.  Emvironmental cost recovery, Jobs Cresian Act of
Cusiomers, inc. 2004 and §199 dedhglion, margins on aliowaras

used for AEP system sales, -
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0805  050045-El 28 South Florkda Hospital and ~ Florida Power 8 Ligt  Storm damage expense and reserve, RTO costs,
Heallihcare Assoc. Co. (O8M expense projactians, retum on equily
performance incentive, caplal structure, selective
second phasa post-test year rela increase.
0805 31056 X Alliance for Valley AEP Texas Central Stranded cost be-up including regulatory assets and
Heethcare Co. Uabifes, ITC, EDIT, capadly auction, proceeds,
excess mifigation credits, retrospective and
) prospectve ADIT.
0305 202964 GA Georgla Public Service Atmos Enargy Cop. Revermue requiements, rod-n of surcharges, cost
Commission Adversary recovery frough surcharge, reporfing requirements.
Staft
0005 20298V GA Georla Public Service Abmos Energy Comp. Affiiate trarsactions, cost aflocations, capitafization,
Penal with Commission Adversary cost of dett
Vicor Taylor Staft
1005 0442 DE Detsware Public Servics Artesian Weter Co.  Allocation of tax net operating losses between
Commission Staff reguiated and unreguiated.
1105 200500351 Ky Kemtucky Industrial Utilty Kentucky Utlities Co.,  Worldorce Separafion Program cost recovery and
200500352 Customen, Inc, Louisville Gas & shared savings through VDT surcredit
Elechic
| (0B 200500341 KY Kentucky Indistfal UGlly ~ Kentucky PowerCo.  System Saies Clause Rider, Envinental Cast
| Customers, Inc. Recavery Rider. Ne Congestion Rider, Storm
; damage, vegetation management program,
; deprecialion, off-system seles, maintenance
nomaiization, pension and OPEB,
‘ 0306  PUC Docket ™ Clties TaxasNewMexco  Strandsd cast recovary through competition transiion
| 31994 Power Co. or change.
3 0508 31994 ™ Clties TeoasNewMakn  Ratruspective ADFIT, prospective ADFIT.
| Supplementa Power Co.
006  U-21453, LA Louisiana Publc Sesvice Entergy Guif Stales, - Jurisdictional separation plan.
‘ U-20825, Commission Staft Inc.
| U-22092
| 036 NOPRRag RS Aliance for ValleyHealth ~ AEP TexssCentrd  Proposed Regulabions effecting flow- through to
‘ 104385-0R Care and Howston Councll ~ Company and ratepayers of excess daferred income taxes and
‘ for Health Education CenierPointEnergy  Investment tax credits on generation piant that is soki
3 Houston Electric or dereguiated. .
0408  U-25118 LA Loulstana Public Service Entergy Lousiana, 2002-2004 Audit of Fuel Adjustment Clausa Fillngs.
| Commission Staft Inc. Afffiate fransactions.
]
i 0708  R00051368, - PA MetEd Ind. Users Group MetropofitanEdison ~ Recovery of NUG-relaled stranded costs, govermment
| Eta. Pennsylvania ind. Co., Pennsyivania mandaled programs costs, stom damage aosts.
| Customer Alllancs Electic Co.
| 07m8 U237 LA Louisiana Public Seivice Souttwestem Elactic  Reverwe requirements, lomula rate pian, banking
} Commission Staff Power Co. proposat
| 0606  U-21453, LA Loulsiana Public Service Enlergy Gulf States,  Jurisdictional Separation plan.
1 U-20925, Commission Staft Inc.
| U-22002
(Subdocket J)
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1106  05CVH03-3375 OH Various Taxing Authorities  State of Ohio Accounfing for nudear fuel assambiies as )
- Franktin County (NonUtikty Proceeding) Oepartment of manufactured equipment and capltafized plant
Court Afidavt Revenve
1206 U337 LA Louisiana Public Service Soulhwestem Electic  Reverie requiremants, formula rate plan, banking
Subdocket A Commission Staff Power Co. propasal,
Reply Testimony
0307  U-20784 LA Louisiana Public Service Ertangy Gulf States,  Jwisdictional allocafion of Entargy System Agreement
Commission Staff lnc., Entergy equalzafion remedy recelpts.
isiana, LLC
0307  PUC Docket ™ Cifies AEP Texas Central Revenue requirements, including functionaltzation of
33309 Co, trasmission and distribution costs.
0307  PUC Docket ™ ClGes AEP Texas North Co.  Revenue requirements, including funcionaization of
- 310 transmission and distribution costs.
0307 200600472 KY Kertucky industial UtiRy East Kentucky Power  Intedim rate Increase, RUS loan covenants, credit
Customess, Inc. Cooperafive facility requirements, financial condition.
0307  U-29157 LA Loutsiana Pubic Senvice Cleco Power, LLC Permanent (Phase 1) storm damage cost recovery.
Commission Staff
0407  U-29764 LA .Louisigna Public Service Entargy Guif Statss,  Juisdictional aflocation of Emergy Systam Agreement
Supplemental Comvnission Stafl Inc., Entesgy equafzation remedy receipts.
and Rebuttal Louislana, LLC
0407  ER07682000 FERC Louisiana Public Service Entergy Services, Alocation of intangdle end general plant and ASG
Afidavit Commission Inc. and the Entergy  expenses to production and state income tex effects
Operating on aquakaalinn remedy receipts.
Companies
0407  ER07-684000 FERC Loulsiana Public Senvice Entergy Services, Fual hedging costs and compSance with FERC
Afdavit Commission Inc.and e Entergy  USOA.
Operaling
Companies
0547  ER07-882.000 FERC Lovisiana Public Senvics  Entargy Sanvicas, Alocation of intangible and general plant and ARG
AfRdevit Commission Inc. and the Entergy ~ expenses to procuction and account 924 effects on
Operating MSS-3 equalzation remedy payments and receipts.
Companies
0607  U-29764 LA Louisiana Public Savice Energy Loulana, Show cause for violating LPSC Order on fuel hedging
Commission Statf LLC, Enfergy Guif casts.
Siates, lne.
0707 200800472 KY Kentucky industia) Utlity  East Kentucky Revenue requirements, post-test yaar adjustments,
Customers, Inc. Power Cooper@ve  TIER, surcharge revenuas and costs, financial
need.
0707  ER07-956000 - FERC Loutsiana PubBic Service Enlergy Services, Storm damage costs related to Hurrcanes Katrina
: Affidavit Commission Inc. and Rita and effects of MSS-3 equalization
. payments and recsipls.
1007  05-UR-103 w Wiscarsin industrial Wiscansin Electic Revenus requirements, carrying charges on CWIP,
L Dlrect Energy Group Power Company, amortization and retum on regulatory assals,

Wisconsin Gas, LLC  working capital, Incantive compensation, use of rate
base in lieu of capitalization, quantfication and use
of Point Beach sale proceeds.
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1007  05-UR-103 W Wisconsin Industral Wisconsin Electic Revenue requirements, cartying chargea on CWIP,
Surrebuttal Energy Group - Powes Company, amortization and retum on regulatory assets,
Wisconsin Gas, LLC  warking capital, incentive compensation, uss of rate
base in fieu of capRafization, quantification and use
. of Point Beach sele proceeds, .
1007 25080V GA + Georgla Public Servica Georgia Power Affiiate costs, incenfive compensation, consolidated
Direct Commission Public Company incoma taves, §198 daduction.
Interest Adversary Staff
107 08-0033ELN WV T West Virginia Energy Appalachian Power  IGCC surcharge during construction period and
) Direct . Users Group Compafty postin-service data. .
1107  ER07-882-000 FERC Louistana Pubkic Service Entergy Services, Functionafization and afiocation of intangible and
Direct Commssion Inc.and the Entergy  general plant and A3G expenses.
Operating
Companies
0108  ER07-682-000 FERC Lovisiana Public Service Entergy Services, Functionalization and alocation of intangible and
Crogs-Answering Commission Inc. and the Enlargy  general plant and A3G expenses.
Qperating
Companies
0108  07-551-EL-AR OH Ohlo Energy Group, Inc. Ohio Edison Revanue requirements.
Oect - Company, Cleveland
Electric lluminating
Company, Toledo
Edison Company
0208 ERO7-956000  FERC Lousiena Public Servicd  Enlery Services,  Functionabzation of expenses in account 923; stom
Direct Commission Inc.and the Emlergy  damage expense and accounts 824, 228.1, 182.3,
Operaling 254 and 407.3; tax NOL camybacks in accounts 165
Companies and 236 ADIT; nuclear service lives and effect on
deprectation and decommissioning.
0308  ER07-956-000 FERC Louisiana Public Servica Entargy Services, Funclionalization of axpenses in account 923; sorm
Crass-Arswering Commission inc. and the Entergy  damage expense and accounts 924, 228.1, 182.3,
Operating 254 and 407.3; tax NOL camybacks in accounts 185
Companiss and 238; ADIT; nuclear service fives and effect on
deprectation and decammiasioning.
0408 200700562, KY Kentucky Industrial Utilty  Kentucky Utiltes Merger surcredit
2007-00563 Customers, Inc. Co., Louisvile Gas
and Electric Co.
0400 ° 26837 GA Georgia Public Service SCANA Energy Rule Nisi complaint.
Oirect Panel with Commission Staff Marketing, Inc.
Thomas K. Bond,
Cynthia Johnson,
and Michelle
Thebart
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26837 GA Georgia Public Service SCANA Energy Rue Nisi complaint,
Rebuttal Commizsion Staft Marketing, Inc.
Panel with
Thomes K. Bond,
Cynthia Johnson,
and Michelle
Thebert
26837 GA Georgla Public Service SCANA Energy Ruls Nisi complaint,
Si Commission Staff Marketing, Inc.
Rebutial
Panel with
Thomas K. Bond,
Cynthia Johnson,
and Michelle
Thebert
200800115 Ky Kentucky Industrial Ulllity ~ East Kentucky Environmenta surchaige recoveries, induding costs
. Customers, Inc. Power Cooperative,  recovered in exising rtes, TIER
Inc.
271163 GA Georgla Public Service Atmos Energy Corp.  Revenue requirements, including projectad test year
Direct Commission Public rate base and expenses.
Interest Advacaxy Slaff
27163 GA Georgia Public Service Atmos Energy Corp.  Affflate transactions and division cost allocations,
Panel with Commission Public capllal skructure, cost of debt
Victora Taylor Interest Advocacy Staff
6680-CE-170 w Wisconsin Industrial Wisconsin Power Nelson Dewey 3 or Calombia 3 fxed financial
Direct . Energy Group, Inc. and LightCompany  peramelers.

" 6680-UR-116 W Wisconsin Indusirial Wisconsin Power CWIP in rate base, |abor expenses, pamm
Direct Energy Group, Inc. and LightCompany  expense, financing, capitai structure, dacoupling.
6680-UR-116 w Wiseors)n Industris! Wiscons!n Power Caplial structure.

Rebuttal Energy Growp, Inc. and Light Company
6690-UR-119 w Wisconsin industtal Wiaconsin Public Prudence of Weston 3 oulage, incentive
Direct Energy Group, Inc. Service Corp. compersation, Crane Creek Wind Ferm incremental
revenue requireman, capital structure,
6690-UR-119 w Wiscansin Industrial Wisconsin Public Prudance of Weston 3 outage, Section 199
Surebutial Enesgy Group, Inc. Service Corp. deduction.
08-935€L-5S0, OH Ohin Energy Group, Inc. First Energy Standerd sarvice offer rates pursuant to elactric
08-918-EL-SSO securtty plan, significantly excessive eamings test.
08917ELSSO  OH . OhoEneryGrup, Inc.  AEP Standard service offer rates puSuant 1o elactric
' security plan, significantly excessive eamings test. .
2007564, Ky Kentucky indusirial Uity  Loussville Gas and Revenue forecast, affiliale casts, depreciation
2007-565, Customers, Inc. Electric Ca., exparsas, (eders! and state income tax expense,
2008-251 Kentucky Uflitles ~ capitalization, cost of debt
2008-252 Company
EL0BS1 FERC Louisiana Public Service Entergy Services, Spindietop gas storage faciities, regulatory asset
Commission Inc. and bandwidth remedy.
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of
Lane Kollen
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Date Case Jurisdict.  Party Utility Subject
1108  I7T17 ™ Cities Served by Oncor Oncor Delivery " Recovery of old meter costs, asset ADFIT, cash
Delivery Company Company working capital, recovery of prior year restructuring
costs, levellzed racovery of storm demage costs,
prospective storm damage acaruat, consolidaed tax
savings adjustment.
1208 276800 GA Georgia Public Service Georgla Power AFUODC versus CWIP in rate base, mimor CWIP,
Commission Company certification cost, use of short tarm debt and tnst
preferred financing, CWIP recovery, requiatory
Incantiva.
0109  ER08-1056 FERC Louisiana Pubfic Service  Entergy Services, Entergy System Agreament bandwidth remedy
Commission Inc. calculations, including depreciaion expenss, ADIT,
_ capitsl structure.
0108  ER08-1056 FERC Loulsiana Public Service  Entergy Services, Blythevills lesed turbines; accumuiated
Supplemental Commission Inc. depreciaiion.
Direct :
0208 EL08-51 FERC Loutslana Public Service  Entergy Services, Spindletop gas storage facities regulatary asset
Rebuttal Commission Inc. end bandwidth remedy.
0209 200800409 KY Kentucky Industrial Utilty  East Kentucky Revenue requirements.
Direcl Customars, Inc. Power Cooporative,
Inc.
0309  ER08-1056 FERC Loulsiana Public Service Entergy Services, Entargy System Agreement bandwidth remady
Answaring Commission Inc. calculetions, Including depredation expense, ADIT,
capilal structure,
0309  U-21453, A Landsiana Pubkic Service Entergy Guif States  Violation of EGSI separation osder, ET| and EGSL
U-20926 Commission Stafi Lousiana, LLC separation accounting, Spindletop reguistory asset.
U-22092
(Subdocket J) )
0409  U-21453, LA Loulsiana Public Service  Entergy Gulf Stales  Vioiation of EGSI saparation order, ETl and EGSL
U-20926 Cammission Stafl Loustana, LLC separation accounting, Spindlatop regulatory asset.
U-22092
{SubdocketJ)
Rebuttal
0409 200300040 KY Kentucky Industrial Utilty  Big Rivers Electric Emergency interim rate Increase; cash
Directdnterim Customers, Inc. Corp. requiremants,
{Oral)
0409 PUCDocket - ™ Stata Office of Oncor Electric Rale casa expenses.
36530 Administrative Heerings Defivery Company,
LLc
0509  ER08-1056 FERC Louisiana Public Service Entergy Services, Entergy System Agreement bandwidth remedy
" Rebuttal Commission Inc. caloulations, Including depreciation expense, ADIT,
capital sbucture,
0609 200800040 KY Kentucky industria) Utitty.  Big Rivers Electric Revenue requiraments, TIER, cash flow.
Direct- Cuslomers, Inc. Corp,
Permanent
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Date Case Jurisdict. Party Utitity Subject
0709 °  080677-El fL South Flords Hospitaland ~ Florida Power & Muifiple test years, GBRA rider, forecast
Healthcare Assodiation Light Company assumpions, revenue requirement, O3M expense,

depreciation expense, Ecanomic Slimulus 8H,

capial structure,

0809  U-21453, LA Louisiana Public Sernice ~ Entergy Gulf States  Violation of EGSI separation order, ETl and EGSL
U-20025, Commission Louisiana, LLC separalion accounting, Spindletop regulatory asset.
U-22092
(Subdocket J)

Supplemental
Rebuttal
0803 6518and 20950 GA Georgla Public Service Atlanta Gas Light Modsfication of PRP surcharge o include
. Commisson Staff Company infrastructure costs.

0309 05UR-104 wi Wiscansin Industrial Wisconsin Electric Revenue requirements, incentive compensation,
Direct and Energy Group . Power Company deprediation, defarral mitigation, capltal structure,
Surrebutial cost of dedt

0909  09AL-299E co CF&| Steel, Rocky Public Sesvice Forecasted test year, historic test year, proforma

Mountsin Stee! Mifis LP, Company of adjustments for major plant additions, tax
Climax Malybdenum Colorado depredation,
Company

0909  66B0UR-117 W Wisconsin industrial Wisconsin Power Revenue requirements, CWIP in rate base, deferral
Direct and Energy Group and UghtCompany  mifigation, payroll, capacity shutdowns, regulatory
Sumrebuttal assets, rata of retum,

1008 09A415E co Cripple Creek & Vicior Black Hls/CO Cosi prudence, cast sharing mechanism,

Gold Mining Company, et Electric Utlity
al. Company

1009  EL09S0 LA Loulslana Public Service Entergy Servicas, Waterford 3 saleleaseback accumulated deferred
Direct Commission Inc. incame taxes, Entergy Systam Agresment

bhandwidth remedy calculations.

1009  2009-00328 KY Kentucky Industrial Utilty  Lovisvile Gas and Trimble Caunty 2 depreciation rates.

Customess, Inc. . Electric Company,
Kentucky Utifttes
Company

1209 PUE-D09-00030 VA Otd Dominion Committee ~ Appalachian Power  Refum on equity incenfve.

for Fair Utlity Rates Company

1209 ER09-1224 FERC Loulsiana Public Service  Entergy Sesvices, Hypathatical vers\s actual costs, out of period
Dired Commission Ine. costs, Spindietop daferred capital costs, Weterford 3

_ ) salefleaseback ADIT,

0110  ER09-1224 FERC Loulsiana Public Service  Entergy Services, Hypotheticat versus actual costs, aut of period
Crass-Answering Commission } Inc. costs, Spindietop deferred capial costs, Waterfard 3

sale/ieasebark ADIT.

0110 80950 LA . Louisiana Public Service ~ Entargy Sarvices, Waterford 3 salalaaseback accumulated defamred
Rebutal Commission Inc. ncome taxes, Entsrgy System Agresment

bandwidth remedy calaulations.

0210 ER09-1224 FERC Loulsiana Public Service ~ Entergy Sarvices, Hypathetical versus actual costs, aut of period
Final Cormmission Inc. costs, Spindletop deferred capial costs, Waterford 3

sale/lassback ADIT.
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Date Case Jurisdict.  Party Utility Subject
0210 30442 GA Georgia Public Service Atmos Enargy Revenue requiremant lssues. .
Weckesly-Kollen Commission Staff Corporation
Panel
0210 30442 GA Georgia Publc Service - Abmos Energy Affilate/dvision transactions, cost allocation, capitel
- McBride-Kollen Commission Staff Corporation stucture,
Penel
0210 200900353 KY Kenfucky Industial Uliity Louisville Gas and Retemaldng recovery of wind power purchesed power
Cuslamers, Inc. Eleckic Company, agreements,
Comgany
010 200900545 KY Keniucky Industrial Utilty Kerucky Power Ratemaking recovery of wind power purchased power
Cusilomeys, Inc. Campany agreement.
0¥10 EO1S/GRO8-1151 MN Large Power Interveners Minnesota Power Revenue requiremant Issues, cost overruns on
emveonmanta reyofit project
0310  EL10-55 FERC Louisiana Public Service Entergy Services, Depreciation expense and effects on Sysem
Commwnission Inc.andthe Emergy ~ Agreement tariffs.
Operating
Campanles
04110  2009-00459 KY Kerducky Industial Utiity Kentucky Power Revenue requiement issues.
CQustarers, Inc. Canmpany
0410 200900458, KY Kentucky Indstial UBly  Kesthucky Utilities Revenue requirement issues,
200900459 Customers, inc. Campany, Lousvle
Gas and Electic
Company
0810 31847 GA Georgla Public Service Atlanta Gas Light Revenus raquirement end synergy savings issues.
Camméssion Staff Company
0&/10 31847 GA Georgla Public Service Atarta Ges Light Affitate iransaction and Customer First program
Waclerty-HGallen Cammission Staft Company issues,
Panel
08/10 201000204 KY Kentucky industrial Utéty Loulsvile Gas and PPL acquistion of E.ON U.S. (LG&E and KU)
. Custamer, Inc. Electric Campanry, condtions, acquisition savings, sharing deferral
Kenlucky Utiies mechansm,
Comgany
0940 38339 ™ Guif Coast Coelition of CenterPoint Enegy  Revernue requirement issues, including consoldated
Directand Ciles Houston Bectic tax savings adjustmert, incentive compensation FIN
Cross-Rebuttal 48; AMS swdharge incuding rolln to base rates; rats
case expenses.
0910  EL1085 FERC Louisiana Public Service Entergy Services, Depreciation rates and expense iput effects on
Commission Inc. and the Entergy ~ Systerm Agreement tarifis,
Operating
Companles
0310 201000167 KY Gallatin Steel East Kentucky " Revenue requirements.
rwer Coopesalive,
: nc.
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0910  U-23327 LA Louisiana Public Service SWEPCO Fuel audit S02 afowance expensa, variable O8M
Subdocket E Commission @xpense, oflsystem sales margin sharing.
Direct
1110 u-23327 LA Louisiana Public Serice SWEPCO Fuel-audit S02 alowance expense, varlable O&M
Rebutial Commission axpense, off System sales margin sharing.
0910  U-31351 LA Loulslana Public Service SWEPCOand Valley  Sate of Valley assets to SWERCO and disschution of
Commission Staff Electric Membership  Valey.
Coaperative
1010 101261-ELUNC  OH Ohio OCC, Ohlo Columbus Southem  Significantly excessive eamings test
Manufacturers Assodation,  Power Company
Ohlo Enesgy Group, Ohio
Hospital Association,
Appaiachian Peace and
Justice Network
10110  100713EPC w West Viginla Enesgy Users  Monongahela Power  Marger of First Energy and Allegheny Energy.
Growp Company, the
Polamac Edison
Power Company
1010 U227 A Loulsiana Public Service SWEPCO AFUDC adjustments in Formuia Rate Plan.
Subdocket F Commission Stafl
Oirect
1110  EL10S5 FERC . Loulsiana Public Service Entergy Sarvices, Depreciaion retes and expense input effects on
Rebuttal Commission Inc. and the Entergy  System Agreement tariffs.
Operafing
Companies
1210  ER10-1350 FERC Loulslana Public Service Entergy Services, Waterford 3 lease amortizaion, ADIT, and fuel
Direct . Commission Inc. and the Entergy  verriory effects on System Agreement tariffs.
Companies
01/11 - ER10-1350 FERC Louislana Public Service Entergy Services, Wetariord 3 lease amartizagion, ADIT, and fuel
Cross-Answering Casmymtssion Inc. and the Entergy  inventory effects on System Agreement tariffs.
Operating
' Companies
0¥11  ER10-2001 FERC Louislana Public Sesvice Entergy Services, EAl depreciation rates.
Direct Commssion Inc. and Entergy .
0MH1  Cross-Answerig Arkansas, Inc.
041 u-23327 LA Louisiana Public Service SWEACO Setlement, including resolution of S02 lowance
Subdacket E Commission Stat expense, varisble O&M expanss, and tiered sharing
o of off-eystam sales margins.
04111 38306 AP ~ Cibes Served by Texas- Texes-NewMexico  AMS deployment plan, AMS Surcharge, rate case
Direct New Mexico Power Power Comparny axpenses.
0511 Supplamental Company
Direct
0511 11-0274-€-Gl WV WestViginla Energy Users  Appalachian Powar  Deferal recovery phase-n, construction surcharge.
Group Company and
Whesling Power
Company
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Date Case Jurisdict.  Party Utitity Subject
0511 201100036 KY Kentucky Industial Uty Big Rivers Electric Revenua requirarrents.
Customers, Inc. Corp.
0611 29849 GA Georgla Public Sarvice Georgia Power Accounting |ssues related to Vogtle risk-sharing
Commission Staff Compeny mechanism,
0711 ER11-2181 FERC Loulslana Public Service Entergy Services, ET dupreciation rates; accounting issues.
Direct and Commission Inc. and Entergy
Answertg Taxas, Inc.
0711 PUE-201100027 VA Virginla Committee forFair  Virgina Blectc and  Retum on equity performanca Incentiva.
Uty Rates Power Company
o 11-348-EL-SSO OH Ohlo Energy Group AEP-OH Equity Stablization Incentive Pian; actual eamed
11-348-EL-SSO retums; ADIT offsets in riders. .
11-349-EL-AAM
11350-EL-AAM
0811 ER-11-2181 FERC Lovisiana Public Service Entergy Services, ET1 depreclalon rates; accounting lssues.
Cross-Answering Cammission Inc. and Entergy
Texas, Inc. ‘
o1 U337 LA Loutsiana Public Service  * SWEPCO Depreciatian rates end sevvice fves; AFUDC
Subdocket F Cammission Staff adjustmants.
Rebuttal
0811 - 05UR-105 Wi Weorshh industrial Energy ~ WE Energles, Inc. Suspended amortizaan expanses; revenue
Group requirements.
0811  ER11-2161 FERC Loutsiana Publlc Service Entergy Services, ETI depreciation mtes; acourding issves.
Commission Inc. and Entergy
Texas, Inc. .
0¥11  PUC Docket ™X Gulf Coast Coalition of Wolm Energy  Investment tax credR, excess defered Income lxes;
ov11 201100161 KY' Kentucky industriai Uty ~ Loulsvile Gas & Environmental requirements and franding,
2011-00162 Consumess, Inc. Electric Company, .
Kentucky Utiities
Company
101 1145711ELUNC  OH Ohlo Energy Group Cahsmbus Southem  Signficantly excessive eamings.
114572-ELUNC Power Comparry, .
Ohio Power
Campany
1M1 4220UR-117 W Wisconsin Industial Energy ~ Northem States Nudear O&M, depreciation.
Direct Group Power-Wiscorsin
1M1 420UR-117 wi Weansm Industial Enargy  Narthem States Nudear ORM, dapreciation.
Sumebuttal Group Power-Wisconsin
1111 PUC Docket ™ Cities Served by AEP AEP Texas Central Investment tax credi, excess deferred inaome taxes,
972 Texas Cantral Company Company normaltzation.
0212 PUC Docket ™ Citles Served by Oncor Lone Star Temporary ralas.
40020 . Transmission, LLC .
0¥12  2011-00401 KY Kertucky Industrial Uity Kerttucky Power Big Sandy 2 environmental retrofis and
Custamers, inc. Compary envronmental surcharge recovay.
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Datea Case Jurisdict.  Party Utility Subject
412 201100036 KY Kentucky Indirsbial Uity  Big Rivers Elackc Rata case expenses, depreciation rates and expensa.
Direct Rehearing Customers, Inc. Corp.
Supplemental
Direct Rehearing
0412 10-2028-ELUNC Ohlo Energy Group AEP Ohlo Power State compensation mad\adm CRES capacity
charges, Equity Stablization Mechanism
0542  11-34681-SSO OH OhloEnefgyGtwb AEP Chio Power Stets compansation mechanism, Equity Stabiization
11-348£1-SS0 Mechanism, Retall Stabiity Rider.
0542 114383ELROR OH Ohlo Energy Group Duke Energy Ohio, Incantives for over-compliance on EE/PDR
: Ine. mandates.
0612 40020 ™ Clties Sarved by Oncor Lore Star - Revenus requiramants, including ADIT, bonus
Transmission, LLC depreciafion and NOL, working capital, séf ixsurance,
deprecizion rates, mm tax expense,
N2 120015€1 f South Florda Hospltaland ~ Florida Power & Light  Revenue requirements, including vegetation
Heallhcare Assodation Company managemem, nuclear outage expense, cash warking
capital, CWIP in rals base. o
0712 201200063 KY Kentucky Industrial Utiity Big Rivers Electic Envirormental retrofits, including environmental
Customers, inc. Corp. surcharge recovery.
0812 0SUR-106 w Wesconsin Indusbial Energy ~ Wisconsin Blectic Section 1603 grants, new solar faciity, payrofl
. Group, Inc. Power Company expenses, cast of debt.
1012 20120021 KY "Kentucky Industial Utlity Louisvile Gas and Revanue requirements, including off-system sales,
201200222 Customess, inc. Electric Company, outage maintananss, atorm damage, hjules and
Kantucky Utitties damages, depreciation rates and expense,
Campany
10/12  120015-E1 L South Florida Hospitdand ~ Florida Power & Ught  Setffement issues.
Orect Healthcare Assariation Campany
Rebuttal
1042 40604 ™ Steering Committse of Cross Texas Polcy and procadural issues, revene raquirements,
Cities Served by Oncor Transmission, LLC including AFUDC, ADIT - banus depredation & NOL,
incantive campensation, stafling, self-insurance, nat
salvage, degreciation rates and expense, incame tax
" expense.
12 40670 i CyolausindbiaAuin  GlycfAusindbia  Rais case expanses.
Direct Energy Austin Energy
1212 40443 ™ Clies Served by SWEPCO ~ Souttweslem Electic ~ Reverne requirements, including deprediation rates
Power Company and service fves, OBM expanses, consofdated tax
savings, CWIP in rete base, Turk plant casts.
1212 U-29764 LA Louisiana Public Service Entergy Guf Sttes  Temination of purchased power contracts between
Commission Staff Lousslana, LLCand  EGSL and ET), Spindielop reguiatry asset
: Entergy Louisiana,
uc .
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Date Case Jurlsdict. Party Utility Subject
0113 ER12-1384 FERC Louistana Public Sarvice Entergy Gu#f Stotes Lite Gypsy 3 canceliation costs.

Commissian Louisiana, LLC and

Enlergy Louistana,
R LLC
0213 40627 X City of Austin d/bfa Austin City of Ausiin dtva Rate case expenses,
Rebuttal Enargy Aushm
0313  12426-EL-SSO OH The Ohlo Energy Group The Oaylon Power Capacity charges under state campensation
. andUghtCompany  mechanism, Sesvice Stabilly Rider, Swilching
Tracker. ' :
0413 122400ELUNC  OH TheOhioEnergyGroup  DukaEnergyOho,  Capacily chargas under stale campensation
. Inc. mechanism, defervals, rider fo recover deferrals,

0413 201200578 KY Kentucky Industrial Utity Kentucky Power Resource plan, inchafing acquisifian of Inferest in

Customers, Inc. Company Miched plant.
0513 2012-00535 Ky Kenhuicky Indsstial Uty ~ BigRiversBlectic  Revenuerequirements, xcass capacly,

Customers, inc. Corporation restructsing. :
06813 123254ELUNC OH The Ohio Energy Group, Chio Power Energy suctions undar C8P, including reserve prices.

Inc. Company ’ ' :
0713 20130014 Ky Kenudly Industial UlRly ~ Kentucky Power Biomass rengweble energy purchase agreament.

Customass, Inc. -~ Company .

J. KENNEDY AND ASSOCIATES, INC.
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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
OPC'S FIFTH SET OF
INTERROGATORIES
INTERROGATORY NO. 75
PAGE 1 OF 2

FILED: MAY 24, 2013

Maintenance Outages. For each year during the period 2003 through 2012,
please provide the amount of expense recorded on the Company's books
assoclated 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



61

Planned Maintenance Outage Expense By Unit & Year

Unit 2003 2008 2006 2007 2008 2009 2010 2081 2012
851 SO  $881993  $L520,388  $4,016.826 0 S0 S1,131,000 51,920,000 $645,199 652357
882 SO $1053.242 53407331 S0 ' §219,594 $620,154 56,105,000 S4ASLO00  $1,734,99? 9685.472
883 0 SLsL6x  $1014521  SLTIS2BS 379,543 S5219128  SMR000  $1495000  $MLR3  SBSTES
BS4 62,945,746 $0  51,205664 $2323420  $637BED6 $134,063 S0 $2,474,000 $949192  $1470,3m2
BBCT1 $0 s0 50 50 %0 50 s 0 0 $0
88CT2 $o Ci] S0 S0 S0 . S0 $0 $0 S0 - $0
8aCT3 O] $0 s0 0 s0 C s0 0 0 s0
8BCT4 50 %0 s0 0 s $0 S0 0 sn.a7 $31,160
GM 0 S0 $0 S0 S0 S0 S0 S0 $0 S0
GN2 ) % " %0 $0 ) $0 $0 " 50 ) )
GNS 4577,356 S0 C] %0 0 L] S0 S0 S0 S0
GNa 583,406 S0 S0 S0 50 0 $0 0 S0 %0
GNs s $0 s0 $0 $0 0 $0 0 0 0
GN6 S0 S0 S0 %0 L] $0 S0 S0 S0 S0

‘GNCTL S0 S0 50 S0 S0 $0 $o S0 S0 S0
BS1 1272 5448481 $427.682 §537,842  $2.045565 $412,860 SA04,499 S318000  S2,953811 $321,000
8s2 S0 SZABM  S28578  $1,355,994  §239,05  S3eSL000  $473.219  SS09,000  S287000  $2.941.000
853 $0 S0 S0 $0 $0 $0 S0 $o QU250 $50,000
854 $0 $0 S0 $0 S0 S0 S0 %0 $31,250 $50,000
85 s s %0 s s s s O S0 $50000
856 - %0 S0 s0 0 s0 % S0 0 $31,250 50,000
PK1 $4050000 $L126000 51483000 S4557.000  $1532000 52578000  $6,107,000  §$2,962000  $2930000  $4,002000

e % 0 $0 - % $0 %0 % 0 0 %0
P % C s0 0 0 0 % $0 ) 0
PKa 0 $0 $0 s $0 s $0 s0 0 s
PKS S0 S0 S0 S0 S0 $0 S0 $0 S0 $0
:a“ $46000  $279,000  $192.000 $29Q000  $40,000 $75.000 $75.000 0 0 )
Total  $8405780 55,104,710  $8,464,564 514,856,371

$11,434573  §12.995.205  $14,743.718  $10,127,000 $10.435949  $10.755,056

Note: Combustion turbine maintenange and cagital ceplacements (on units BS 1A, 8, 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 {starws/hours) and nat Ued to a partcular planned msintenance outage.
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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El '
OPC’S FIFTH SET OF
INTERROGATORIES
INTERROGATORY NO. 77

PAGE 1 OF 1

FILED: MAY 24, 2013

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 s provided in the following table.

Projected Planned Maintenance Expense By Unit & Year

Unit 2m3 2014 2015 2016
881 $900,000  $5,400,000 $840,000 $840,000
882 $900,000 $950,000 $5,490,000 $840,000
883 $5,300,000 950,000 $840,000 $5,600,000.
884 $900,000 °  $5,700,000 $840,000 $840,000
BBCT4 $25,000 $25,000 50 $0
. BS1 $500,000 $600,000 $5,050,000 $600,000
852 $500,000 $600,000 $600,000 45,150,000
B8S3 $62,500 $65,000 $67,500 $70,000
B854 ~$62,500 $65,000 $67,500 570,000
8ss $62,500 $65,000 67,500 $70,000
. BS6 $62,500 $65,000 $67,500 $70,000
PK1 $3,200,000 $3,100,000 $4,100,000 $3,300,000
PK2 s0 s0 $0 50
PK3 ] G o - %
PK4 0 %0 $0 0
PK5 9 $0 %0 » s0
Total $12,475,000 517,585,000 518,030,000 517,450,000

Note: Combustion turbine maintenance and capital replacaments (on units BS v
1A, 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 planned maintenance outage.
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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA'S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 76
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 $0.059 million and $0.498 million,
respectively, total company depicted on Schedule C-6 for Account 581, -
“Load Dispatching Distribution” in your filing. Please expiain 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 mid-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.
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Docket No. 130040-El
Response to HUA-I-61
Exhibit LK-6, Page 1 of 1

61.

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA'S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 61
PAGE 1 OF 1

FILED: JULY 8§, 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 depicted on Schedule C-8 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 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 refiected for this account between the two periods
and explain in detail all known differences.

The requested information is provided below.

* Inflationary increases - $45,000 ,

¢ Shift in pole inspections from 593 FERC - $1.6 million

e Shift in distribution line support from 580 & 588 FERCs - $2.3 miillion

o 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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Docket No. 130040-El
Response to Staff-|-48
Exhibit LK-7, Page 1 of 1

TAMPA ELECTRIC COMPANY

DOCKET NO. 130040-El

STAFF'S FOURTH SET OF

INTERROGATORIES

INTERROGATORY NO. 48

PAGE 1 OF 1

FILED: JUNE 10, 2013

Please refer to the direct testimony of Witness S. Beth Young for the foliowing
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 apprentice linemen and apprentice
substation journeymen positions will be hired to meet the NERC requirements?

A. There are 26 new 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 front line retirements. This was reviewed by
management with overall approval from the Vice President.

The particular sentence on lines 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 leveis,
and respond to an aging infrastructure.
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Docket No. 130040-E|
Response to OPC-I-8
Exhibit LK-8, Page 1 of 1

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

OPC'S FIRST SET OF
. INTERROGATORIES

INTERROGATORY NO. 8

PAGE 1 OF 1
FILED: MAY 6, 2013

incentiva Compensation. Please provide the budgeted and the actual amount of
incentive compensation expense, by plan (i.e., short term incentive 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 Bectric

Performance Sharing Program (PSP)

i$)

Actuel _Budget
2010 '
PSP 20,078,475 5,721,708
Prev Yesr (True-down) (567,821) -
19,510,654 5,721,708
2011 .
PSP 6,506,489 6,240,000
Prev Yeer (Trus-down) (445,831) -
. 6,060,568 6,240,000
2012
PSP 6,631,770 6,427,200
Prev Year True-up 305.132 -
7,028,902 6,427,200
2013 '
PSP NA 7.168,000
2014
PSP, NA 12,383,000
‘TECO Energy ASG Allocabile to Tampa Electric
Performance Sharing Program (PSP)
5
_ Actual Budgel_
2010
PSP 2,308,567 1,717,753
2011
PSP- 1,685,027 1,651,538
2012
PSP 1,932,335 1,769,624
12013
PSP NA 1,826,926
2014
PSP NA 1,838,082
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Docket No. 130040-El
Response to OPC-I-80
Exhibit LK-9, Page 1 of 7

TAMPA ELECTRIC COMPANY

DOCKET NO. 130040-El

OPC’S FOURTH SET OF

INTERROGATORIES

INTERROGATORY NO. 60

PAGE1OF7

FILED: MAY 20, 2013

Payroll - PSP plan. Please refer to the testimony of Brad Register, page
18, lines 22 through 25. 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. Please also provide the actual payouts
for each year broken down between financlal performance related goals and
non-financial goals.

The requested information s attached.
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Docket No. 130040-El
Response to OPC-1-60
Exhibit LK-9, Page 2 of 7

TAMPA ELECTRIC COMPANY.
DOCKET NO. 130040-E!
OPC'S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 60
PAGE20OF 7

FILED: MAY 20, 2013

TAMPA ELECTRIC COMPANY
SUCCESS smmasnmsmum

[ LL()

R 2008 SPOATE

to-Date Projected
Pavuut

Energy 1.32; and Support Services, 47. 58 044
ﬂ-—- %ﬂ-fmmhhwm

Environmental - Linit preventabls .
eaviramnental events to four. 2 5%

" ! 95% 5%
ReHabfitry® - Limst average mmual outsge tUme
t0 0o 1nore than 89 minutes. and the average SAIDI ~ 83:20 mips.
armal uumnber of nanentary biemptions (@ \ATFI0 ~ 13:98 evenrs 3%
oo moce thaa 14 occunences.
ey Sewing waght 3°C -
Cost Recovery Clauses - Achisve total
wv«ydmcubofssnﬂMthleu 363.66 -
(Swesiy ] m\-hl'
Capital Expenditares ~ Liinit annnal upnl
expenditures o 8536‘9 nilllon. $488.3 1%
@eeresi Diariag wg
= Achicve anaual nat incame of: : i
Electic $151.8 million ~ S162.4 million " $1354 : .
it Sering ot np 16 Y% spdotad quararly) .
..... 1833 - i
4.5%

3. Pryout is based 30% ca buriasss uait pesl asd 0% 00 campuaywide goal

2 Puyout s based 30% ca cutage tizme 194 50% 00 cumber of aroTIPtcms.

3. Ssung Pum Parfmance Maieh 04 Sucoens Sharing Net Incams peyond wre drecty
tied to the echisvement of ths Net [acxxse Larpem asd will be pamted secardingly.

65




Docket No. 130040-El
Response to OPC-1-60
Exhibit LK-9, Page 3 of 7

TAMPA ELECTRIC COMPANY.

" DOCKET NO. 130040-El i
OPC'S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 80
PAGE3O0OF7
FILED: MAY 20, 2013

TAMPA ELEGTRIC COMPANY |
2008 SII[EESS SHARING UPDATE

Actieved
SHeeess
Sharing

Year ¥nd : Year End
Targets Actuals

% Safety’- 'Limit companywids OSHA " Company: v
recordable Incidenco rate fo 1,20 and buslness gty o0 o pa rag
i unit incjdenice rates to: Energy Delivery, 1.50; . ES: 098 BS: L19 -

A .98. and S suvlcu, 33, R .
Energy Suppl, 5: and Support Serv! ss: 03s 88 049

[ Environmentul - Limit preventable

3 2 S%
!
95% T eaw .
Retlabiiity’ - Linit average annual outags thne
10 no more than 91 minutes, and the average SAID] - 91.00 SAIDI-99.)7

amnal anber of mamentary infermptions to MAIFle- 14.00 MAIFle—11.39 25%

recovery clane costs of $68.84/MWh or less. $68.84 $3746 5%
Chpvs Erwivg muiphi 7

NERC Compliance ~ Limit violations of the

mandatory rellability standards to eight. 8 s 5%
Aanh-qw'uwty

£500.0 $506.0 S%Y

- Achieve annual et incoms of:

$174.7 milicn - $186.9 miltion ‘ s174.7 $176.7- 1.75%
M{Eﬁ_gn!u-, o 2% spobaedt qrorserivt
$239.7 million - $244.5 million $239.7 $2300 -
(e g regar 2 ey
Total Payout ' 4.0%

Payout is based 507 on lanioms unit goal sod 50% ou compaaywids goal,

1. Payout s based 30% on cuixge tup aad 507 oz GEEber Of isterwptTma.

3 !uh;mmmuﬂ-dwgum&\ho-hmmmMllhﬂh\-ﬂclhh-hm
Tasgets and will be proested sceordingly.

. Mwwumwuunum-muwmmonpdmtndnhmbrh_
Cadag pacposes.
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TECOedge
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Docket No. 130040-El
Response to OPC-I-57
Exhibit LK-10, Page 1 of 5

TAMPA ELECTRIC COMPANY

DOCKET NO. 130040-El

OPC’'S FOURTH SET OF

INTERROGATORIES

INTERROGATORY NO. 57

PAGE1OF 5

FILED: MAY 20, 2013

Payroll and Benefits. Please refer to MFR Schedule C-35:

a. Please explain, in detail, what factors cause the projected grossv
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 increase, 2.5 percent
additionat 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 far 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 million In expenses.

b. The requested information Is attached.
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Exhibit LK-10, Page 2 of 5
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Docket No. 130040-E!
Response to OPC-|-57
Exhibit LK-10, Page 3 of 5

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
OPC'S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 57
PAGE 3 OF §

FILED: MAY 20, 2013
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Docket No. 130040-El -

Response to OPC-I-12
Exhibit LK-11, Page 1 of 1
TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-Eil
OPC'S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 12
PAGE 1 OF 1 .
FILED: MAY 6, 2013

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.

Injuries and ages’

2010 $3,662,511
2011 $5,017,699
2012 _ $6,551,971
YTD March 2013 $1,201,417
* 2013 Budget $6,563,000
2014 Budget $6,806,000
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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
OPC'S TENTH SET OF
INTERROGATORIES
INTERROGATORY NO. 131
PAGE 1OF 1
FILED: JUNE 28, 2013

131. Allocations. Was the impact of the recently announced agreement for TECO
Energy to acquire New Mexico Gas Company, expected to close by March 2014
and will add 50% to the customer base, factored into the 2014 budget upon
which the filing is based? It 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 purchase. 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 curfent revenue,
income and asset levels of existing companies including NMGC and using the
company's standard allocation process Il.e., the modifled 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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TAMPA ELECTRIC COMPANY
. DOCKET NO. 130040-El

OPC’'S TENTH SET OF

INTERROGATORIES

INTERROGATORY NO. 133

PAGE 1 OF 1 :

FILED: JUNE 28, 2013

133. 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.

A. 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. 1t 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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Docket No. 130040-El
Response to OPC-I-138
Exhibit LK-14, Page 1 of 1
TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-E!
OPC’S TENTH SET OF
INTERROGATORIES
" INTERROGATORY NO. 138
PAGE 1 OF 1
FILED: JUNE 28, 2013

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 the Company for each year, 2014 through 2016. This should
Include both a description of the impacts as well as the quantification of the
impacts. ‘ ‘ :

Please see Tampa Electric’s response to OPC's Tenth Set of Interrogataries,
Nos. 131 and 133. Assuming current revenue, income, asset levels, and existing.
parent costs, the projected cost aliocation reduction to Tampa Electric for 2015
through 2016 is estimated to be approximately $2.9 million annually.
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TAMPA ELECTRIC COMPANY

DOCKET NO. 130040-El

OPC'S FOURTH SET OF

INTERROGATORIES

INTERROGATORY NO. 49

PAGE 1 OF 4

FILED: MAY 20, 2013

Expenses. Please refer to MFR Schedule C-8, page 4 of 6. With regards to
Records and Collection Expense- Customer Accounts (Account 903):

a. Please explain, in detail, why the amount of actual expense has been
so much below the annual budgeted expense-in this account for each
year of the period 2008 through' 2012. (For example, the 2012 actual
expense is approximately $3.1M beiow 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 pericd 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 conslistently 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 result; 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 varances for Account 903
and in total. :

As shown in the attached document, the total non-recoverable O&M call
center labor budget favorable variance for years 2008 through 2012 is
related to efforts to offset base revenue shortfalls with cost reductions.
These labor cost reductions were achieved through eliminating Customer
Service Professional (*CSP") additions and temporarily holding jobs
vacant - .

b. In addition to customer growth and cost Inflation, the significant increase
from the 2012 actual to 2014 budgeted amount in Account 903 is primarily
resulting from the call center area consistently budgeting all of its labor in
Account 803. As illustrated in the attached document, if the call center
area had budgeted its 2014 labor using the same percentage allocation as
2012 actual labor charges, the Call Center Accouint 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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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
OPC’'S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 49 -
PAGE 2 OF 4

FILED: MAY 20, 2013 -

In addition to the accountbudgeting 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 call 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. were -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 declined
approximately 12 percent. Other call center metrics 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 headcount are budgeted to be
achleved over the two year period of 2013 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 S03 resources are the main
drivers for the true increase in costs from the 2012 actual to 2014 budget.
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Call Center’ Operations Labor Variancas By FERC

{Oollars in 000s)

. Budget Actual Fav/{Unfav)
Yowr EERCP03 . OtherO&ZM  Jotal EERC903  EERCHE?  FERC920 Other e ] E€Rc 903 Tatai
2008 8,689 : 8,689 6,197 1,380 221 25 8,323 2,492 366
2009 8,861 172 9,034 6,566 1,400 702 23 8,691 2,296 343
2010 8,117 - 9,117 6,608 1415 734 - 8,757 2,508 360
2011 8,854 - 8,854 6,505 1401 701 - 8,606 2,349 247
2012 8,930 - 8,930 6,233 758 1,575 - 8,566 2,697 364

! Includes departments Call Center (orig loc 599), Customer Care and Advisary [orig loc 42B) and Business & industry Team (orig loc 420)
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Call Center® Operations Labor By FERC

(Oollars in 000s) :
Actual § Actual % Budget$  Budget% ProForma $ Pro Forma % 2014
EE8C 2012 012 2014 204 2014 2014° Variance
903 6,233 3% 10,533 100% 7,665 73% 2,868
587 758 9% 0% 932 9% {932)
920 1,575 18% 0% 1,937 18% {1,937)
Total 8,566 1 10,533 100% 10,533 100% -

* Pro forma % equal to 2012 Actual %

L includes departments Caf Center and Developmant Services Cost Centers (formerty Customer Care and Advisory
and Business & Industry Team)
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Exhibit LK-16, Page 1 of 1

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
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 $2.321 million and $3.623 million,
respectively, total company depicted on Schedule C-6 for Account 904,
“Uncollectible Accounts-Cust Accounts® in your flling. Please explain in
detall 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 account between the two periods and explain in detail all known
differences.

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 wili
continue along with other successful initiatives, including outbound dialer,
aggressive recovery of old write-offs, better targeted collection activities,
Red Filag rules requiring positive customer identification, and the
culmination of aggressive efforts to-secure accounts, are projected to keep
the net write-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 future. Therefore, the budgeted amount of Bad
Debt Expense and assoclated Bad Debt Factor Is projected to trend
toward the higher historical levels through 2014. '
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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
OPC’S NINTH SET OF
INTERROGATORIES
INTERROGATORY NO. 119
PAGE 1 OF 102

FILED: JUNE 24, 2013

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 with the revised
MFR Schedule C-16 indicates that the “...revised MFR comrectly reflects only the
O&M (excluding clause) components of those 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. 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 wera capitalized to.

5. Piease 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. 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.

A. a. The original amount Included approximatety $1.6 million of legal costs
: capitalized to FERC Account 228 associated with Accumulated Provision
for injuries and Damages. Addltionally, approximately $0.6 milfion of legal
costs assoclated with capital projects were included. Of that amount,
$372,635 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 project 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 amortizing over three -
years. The remaining $1,521,667 consists of $520,000 incremental
Energy Delivery costs assoclated with pending litigation with Verizon
regarding pole attachment charges, $560,000 associated with two long-
term fuel commodity contracts and two longterm fuel transportation



Docket No. 130040-EI
Response to OPC-I-119
Exhiblt LK-17, Page 2 of 2
TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
OPC’S NINTH SET OF
INTERROGATORIES
INTERROGATORY NO. 119
PAGE 2 OF 102
FILED: JUNE 24, 2013

contracts that are expiring and the balahce represents incremental legal
costs anticipated in the Energy Supply and Corporate Services areas.

c. The requested information is attached.
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Exhibit LK-18, Page 1 of 1

. TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA'S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 125
PAGE 1 OF 1
FILED: JULY §, 2013

125. Regarding Ashburn at 17:24-18:2. Please idéhtify_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 cument information
to update related to this contract.
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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA’S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 131
PAGE 1 OF 1 .

FILED: JULY 5, 2013

131. Regarding Chronister at 47.14-18. Please fully explain how Tampa
Electric proposes to reflect any eamings from transmission revenue if
Calpine or Auburndale extend or partially extend their agreements after

- the Commission concludes this proceeding, or if Tampa Electric 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.

A. On May 29, 2013 Tampa Electric was officially notified by Calpine that
they would be renewing 249 MW of their 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 fim 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 will not occur. Tampa Electric
has calculated the anticipated incremental revenues from the 249 MW to
he $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 miillion in revenues were calculated by multiplying the monthly rate
per kW 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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TAMPA ELECTRIC COMPANY

DOCKET NO. 130040-El
TEST YEAR ENDING DECEMBER 31, 2014 -

Docket No. 130040-Et

" Revenue Requirements - ROE.

COST OF CAPITAL ADJUSTMENTS RECOMMENDED BY HUA -

Exhibit LK-20, Page 1 of 1

Reduoﬁon in Rev Req

($ MILLIONS)
I. Cost of Capital As Filed ,
Capital Wid Grossed
_ : Percent Cost Cost Up Cost
Long Term Debt 35.15% 5.40% 1.90% 1.90%
Short Term Debt 0.57% 1.47% 0.01% 0.01%
Customer Deposits 2.60% 2.20% 0.06% 0.06%
Common Equity . 42.26% 11.25% 4.75% 7.76%
" Deferred Income Taxes . 19.24% . 0.00% 0.00% 0.00%
Tax Credits - Weighted Cost 0.18% 8.54% - 0.02% 0.02%
Total Cost of Capital 100.00% 6.73% 9.74%
Il. Cost of Capital with HUA's Reduction in ROE to 9.3%
Capital Wid Grossed
Percent Cost Cost -Up Cost
Long Term Debt 35.15% - 5.40% 1.90% 1.90%
Short Term Debt : 0.57% 1.47% 0.01% 0.01%
Customer Deposits 2.60% 2.20% - 0.06% 0.06%
Common Equity ' 42.26% 9.30% 3.93% 6.41%
Deferred income Taxes 19.24% 0.00% 0.00% 0.00%
Tax Credits - Weighted Cost 0.18% 8.54% 0.02% 0.02%
Total Cost of Capital ’ 100.00% 5.91% 8.39%
] .
Reduction in Grossed Up ROR 1.35%
Rate Base as Filed 4,339.974

{58.375)
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. -Docket No. 130040-E1
Excerpts of TECO Energy, Inc. 2009-2012 10Ks
Exhibit LK-21, Page 1 of 9

T optent

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the fscot year enderd Deczmber 31, 2009
OR

O Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition periad from o

Exect name of each Reghstrant as specified . LILS, Employer
Commission im its charter, stato of Incarparution, sddress of . IdendNcadun
fHeNo. acipal gxecutive affi hong __Number
1-8160 TECO ENERGY, INC. . . §9-205286

(a Fiorida carparation)

TECO Plaza

702 N. Franklin Suea

Tampa, Florida 33602

(813)228-1111

1-5007 TAMPA ELECTRIC COMPANY £3-0475140
(a Florida corparation)
TECO Phvaa
702 N. Franklin Street
Tampa, Florida 33602
(813) 228-1111

Seturithor reghdered purxuast (o Soctisn 12(b) of the Act:
" ——Mame gfeach wxchange on which yepletered
TECO Encngy, Inc.

Comynon Stack, $1.00 par value New York Stock Exchange
Securithes registered puranant to Section 12(g) of the Act: NONE ’
Indicate by cheek mark if TECO Encgy, Inc. is a well-donawn seasonod issuer, as defincd in Rule 40S of the Sceuritics Act.  YES No D
Indicaie by check owrk if Temga Blecuic Compuany is 3 well-known seasoned issucr, us defined in Rule 405 of the Securies Act. YES O No &
!nd‘uubyehtmkifm-e[hnunnm required to file reports pursuant to Section 13 or Scetlon 15(d) of the Exchange Ac. YES O NO B

lndmbydh&mxtvhﬂheth:mmmm(l)luwﬁhhunmuqumdmbcﬁlmbymIlurls(ﬂ)dhsmwwdwud\muﬂepwmIlmmlhl(wnn-unhlhuﬂ'plnu‘
that the registmant was rqaiced to file such reports), snd (2) have bean subjext to such filing requicoments for the past 90 doys.  YES No O
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TAMPA ELECTRIC COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

15. Other Comprehensive Income

Tampa Electric Company separted the following other cotnpreheasive income (loss) for the years ended Dec. 31, 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 comprehensive ineome (loss)

Unrealized loss on cash flow hedges $— $—  $—
Plus: Gain reclassified to:net income =~ © 1.2 0.7

Gain on cash flow hedges

...
~
L
SIS
wny | Lh
(=]
-1

- . Total otlier ¢onigirehénsive-income $12  $05 .s507
2008 .
Unrealizedloss on cash flow hedges - $36) $14  $Q2)
Less: Loss reclassified to net income v o 01 _03) 04
" Lossoncash flow hedges *. " . ... ol S T S @9y Ll T (18
Total other comprehensive loss - $(2.9 $11 $(1.8
2007 B B ,
Uarealized loss on cash flow hedges $(82) $32  $(50)
Less: Gain reclassified to:net income _ = —
Loss on cash flow hedges (82 _32 5.0
" Totalothercomprehensive loss 582 $32 . $(50
Accumulated other comprehensive loss
illom: " . S age. | _ige
Net unrealiaed loss from cash flow hedges ™ $(6.1). = §_(6_8)
Total accumulated other comprehensive loss $(6.1 $(6.8)

(1) Net of tux benefit of $1.8 million and $4.3 million s of Dec. 31, 2009 mad 2008, respectively.

16. Restructuring Charges

On Jul. 30, 2009, TECO Energy, Inc. announced organizational changes and a new senior executive team structure as part of its response to industry
changes, economic uncertaintics and its commitment to maintain a lean and efficient organization. As a second step in response to these factors, 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 connection 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 under “Restructuring charges™ 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 of pensian obligations (see Note 5), paid during
2009 and carly 2010.

Restructuring Charges to be Incurred

Termination
(edimp , ofBenefln OberCuy  _Tonl
Total costs expected to be incurred : . $ 231 $ — . $231
Current period costs incurred (23.1) — (23.1)
Adjustments . : ‘ — _—
Total costs remaining $ - s — 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 10% 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
mid-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 approximatcly 8% of total rcsidential customers in 2010, 2009 and 2008.

Electricity sales to the phosphate industry increased 5.1% in 2010, 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 winter
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 priccs 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 2011. 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 tower 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 retumn to a level of nearly 1.5% and weather-normalized average retail cnergy 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 contraction 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 12.0% 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 2010 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, opcrations and maintcnance expense increased $5.1 million in 2010,
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 2011, assuming normal
levels of employee incentive compensation accruals,

Total pretax operating expense increased 3.5% in 2009, driven by higher other operating expenses and maintenance expenses, which included the write-
off of project development costs, the write-off of disallowed rate case expenses, and restructuring costs. Excluding all FPSC-approved cost recovery clause-
related expenses, restructuring charges and the project development write-off, operations and maintenance expense increased $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
year. :

In 2010, depreciation and amortizati in d $9.5 million, reflecting the additions to facilities to serve customers, which included peaking
combustion turbines, NO. control projects and ml coal unloadiag facilities. In 2009, deptecunon 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 normal additions to facilities to serve
customers. Depreciation expense is projected to increase in 2011, but at a level of about 50% of the 2010 increase 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 and 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 2011, The rates include the expected cost for natural gas and coal in 201 1, and the 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 befow.

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 woll as the operation and maintenance expense associated with the projects (sec the
Regulation and Euvironmental 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 the recovery of fuel and purchased power expenses, which were not collected in 2008. In March 2009, Tampa Electric filed a mid-course
correction with the FPSC to adjust its projected 2009 fuel and purchased power costs to reftect the decline in commodity fuel prices, primarily natural gas.
The revised forecast reduced fuel and purchased power casts by $191 million for 2009, which when combined with $35 million over recovery in late 2008,
resulted in $226 million lower projected fuel and purchased power cost (see the Regulation section).

Total fuel cost decreased in 2010 due to significantly lower cost for natural gas partially offset by slightly higher cost for coal. Total fuel cost increased
in 2009, due to higher cost for coal partially offset by lower cost for natural gas. Purchased power expense increased in 2010 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 decreased 15.7% in 2010 due to abundant supplies from on-shoré domestic natural gas produced from
shale formations, and storage inventories above historic averages regulting from lower demand for natural gas from industrial users caused by ecovomic
conditions. Delivered coal costs increased 2. 3% in 2010. Coal and natural gas prices were $3.12 per million Btu (/MMBtu) and §6.74/MMBtu, respectively,
in 2010.

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 three years due to increased availability of on-shore domestic natural gas produced from shale formations. Coal prices, while
less volatile, were relatively stable in 2010 after sharp increases in 2008 and 2007. Coal prices experienced a significant decline in 2009 for spot purchases,
due to lower demand for coal fired generation of electricity as a result of the economic conditions. Tampa Electric’s primary coal supplies are from the llinois
Basin; which have experienced upward movements in prices over the past several years but not of the same magnitode 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%, 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 cutages for the |nsullnnon of
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Electricity sales to the phosphate industry decreased 23.2% in 2011 after a 5.1% increase in 2010, driven by the retumn to service of a phosphate
customer’s self-generating capacity following an outage in 2010. The increase in sales to phosphate customers in 2010 was driven by higher operating rates at
the customer’s facilities in response to higher demand for their products worldwide and the self-geacrating capacity outage. Base revenues from phosphate sales
represented almost 3% of base revenues in 2011 and 2010 and 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.

Customer and Energy Sales Growth Forecast

The Florida cconomy continues to recover from the economic downtum, as evidenced by lower levels of unemployment, and the ncw housing
construction market, which was a major driver of growth in the Florida economy for many years, is improving, albeit slowly (sce the Risk Factors section).
In geacral, economists are forecasting a continued imp in the 1ployment rate in 2012, and an acceleration of improvemest ia the econoary in 2013
and beyond. The 2012 forccast used by Tampa Electric reflects a continuation of the modest customer growth trend that was experienced in 201 1. Following
the lower energy sales in 2011 due to unusually mild and rainy weather, absolute levels of energy sales are expected to increase assuming normal weather.
Energy sales are expected to reflect continued lower per usage in resp to increased energy efficiency, voluntary conservation and cconomic
conditions. The average number of customers increased 0.7% in 2011 following a 0.6% increase in 2010.

Longer term, assuming continued economic recovery and that growth from population incrcases and more robust business expansion resumes, Tampa
Electric expects average annual customer growth to return to a level of nearly 1.5% and weather-nonmalized average retail energy sales growth about 0.5% lower
than customer growth. This energy sales growth projection is lower than in periods prior to the economic downtum, reflecting changes in usage pattems and
changes in population trends. These growth prujections assumne 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 continued to grow modestly in 2011 after modest growth in 2010 and contraction in 2009. The growth
was led primarily by the business services, healthcare and tourism related businesses, but unemployment, while now below the state average, remains above
the national average. The total nonfarm employment in the Tampa metropolitan arca increased 1.2% in 2011 after decreasing 1.5% in 2010 and 5.8% in 2009.
The increase in nonfarm employment compared favorably with the state of Florida’s increase of 0.8%. The local Tampa area unemployment rate decreased to
9.5% at year-end 201§, compared to 12.0% at year-end 2010, and 12.4% at the end of 2009. The Tampa arca year-end 2011 unemployment rate was below the
state of Florida’s 9.7% rate, but higher than the 8.5% for the nation. :

Operating Expenses

. Total pretax operating expenses decreased 8.2% in 2011 driven primarily by lower puichased power expense and lower other operating expense.
Excluding all FPSC-approved cost-recovery clausc-related expenses, operations and maintenance expeunse decreased $23.6 million driven primarily by lowes

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 maintcnance expense to increase in 2012 driven

primarily by higher employee-related expenses, and higher costs to operate the transmission, distribution and power geaerating systems.

Compared lo 2010, depreciation and amortization expense increased $3.8 million, reflecting the additions to facilities to serve customers, Depreciation 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 clause-related
expenses, the 2009 restructuring charges and the writs-off of project development costs, operations and maintenance expense increased $5.1 million in 2010,
due to the accrual of performance-based incentive compensation for all employees partially offset by lower spending on generating unit maintenance and other
savings as a resuit 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 201 1, the FPSC approved cost-recovery rates for fuel and purchased power, capacity, environmental and conservation costs for 2012. The
rates include the expected cost for natural gas and coal in 2012, and the net over-recovery of fuel, purchased power and capacity clause expenses which were
collected in 2011 and 2010.
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TAMPA ELECTRIC

Electric Operations Results
Net income in 2012 was $193.1 million, 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 mcluded $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 in 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 measurement, 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 and 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: -  May1,2013
Time: 11:00 a.m.
Place: TECO Plaza

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. The election of three director nominees named in the accompanying proxy statement.
. 2. 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 propoéal 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 Intemet Availability of Proxy Materials or (i) 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
Intemet Availability of Proxy Materials, you may also requesta 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.

By order of the Board of Directors,

David E. Schwartz
Corporate Secretary '

TECO ENERGY, INC.
P.0. Box 111 Tampa, Florida 33601 (813) 228-1111
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Compensation Commitiee Report

The Compensation Committee has reviewed and discussed the Compensation Discussiori & 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 alf 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

Pay for Performance

Our executive compensation program ties a significant portioﬁ of executive pay directly to company performance in order to link the interests
of our executives to the long-terminterests 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 retum

> B0% 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 retum 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 compensation
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Impact of 2012 Company Performance on Pay

~ 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 utilities and the changing market conditions 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 its 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 regardlng the company’s
2012 financial results.

Impact of Relative Stock Performance on Realized Pay

Our relative total shareholder retumn for the three-year period ended March 31, 2012 was at the 66th percentile of the companies in the Dow
Jones Electricity and Multiutility Groups (described on page 34) resulting in a payout of 121% for the performance shares that vested in 2012.
While shareholder retum was strong compared fo utilities over this three-year period, the company’s stock underperformed the utility 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 industiy, the poor coal industry
conditions still had a substantial impact on the company’s stock during 2012. )

2012 Stock Performance Compared to
Utility and Coal Indexes

5%
0% —M‘ —&— Philadelphia Stock Exchange
| ility Ind
-183 \ K _4’74%-—-—— Utl lty eX (UTY)
5% ~ Tl -12.43% —&8-TECO (TE)
- ~
20%
-25% : AN
-30% \3 =& Dow Jones US Coal Index
-35% > -30.22% (DJUSCL)

While management took actions to mitigate 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 utility industry. n 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 apportunity, is performance-based restricted stock that is dependent on our
total shareholder retum 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 govemance 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” policy), 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 with 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 50th percentile of companies of similar size in our |ndustry. which allows compensation to
remain competitive for the executives and cost-effective for the company.

> While compensation is targeted at the 50th percentile, the Committee uses its discretion in apptylng 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 posttion to allow them to grow into their new role; conversely, executives could be paid above
the 50th 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 times 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 incentive 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, 2012, 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
fault 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 Govemance Guidelines
available in the Corporate Govemance section of the Investor Relations page of our website, www.tecoenergy.com.
Our Hedging Policy prohiblts 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 gross-ups ' '
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 named executive officer
> The Compensation Committee has an independent compensation consultant, Steven Hall & Partners (*SH&P"), that performs no
other services for the company

v
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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.

Base Salary

Fixed amount of compensation targeted at the median of the marketplace In order to provide a competitive amount of fixed annual
compensation. Permits us to continue to attract and retain highly qualified executives, and also provides stability for the
executives, which allows them to stay focused on business issues.

Performance review determines merit based increases.

Annual Incentive Awards

Annual cash incentive award based on the achievement of quantitative corporate financial goals (80%) and qualitative individual
business plan goals (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 success of our businesses.

Long-Term Incentive Awards

Restricted stock: 70% performance shares; 30% time-vested shares, Designed to create a mutuality of interest with shareholders
by motivating the executive officers and key personnel to manage the company’s business so that the shareholders’ investment
will grow in value over time.

- Performance-Based
Restricted Stock Vests after three years based on tota! shareholder retumn compared to other companies in our industry. These awards will be
forfeited if our performance is in the bottom quartile of our peers or upon voluntary departure from the company or termination
(referred to throughout{ - i cause within this period. '
as perfomame Directly ties a portion of compensation to a long-term perfarmance measure relative to other companies in our industry, and aids
shares”) in the retention of our executives. -
- Time-Vested Vests after three years if still employed at the company. The ultimate value is dependent on our stock price, which aligns the
Restricted Stock executives' interest in stock value appreciation with our shareholders’, and the three-year vesting period aids in the retention of
our executives. .
: ‘ax-qualified defin nefit pension plan available to our employees, aids In attracting and retaining qua
Pension Plan T lifled defined benefi jon pl ilabte to all of pl which aids In attracting and retaining highly qualified

employees.

Supplemental Retirement Plan

Supplements retirement benefits not availeble under the tax-qualified plan, which further strengthens the retention component of
the pension plan by providing a meaningful incentive to stay with the company lo retirement.

Change-in-Control Agresments

Provide severance payments if there is a change in control and executive is terminated without cause or terminates employment
with good reason (“double-trigger”). These protections help to ensure retention and focus during times when the company could
be acquired and executives could lose their 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 result, the value of pay opportunities is variable and may ultimately 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 peergroup described below, while his total compensation
was closer to (but still below) the median of that group, meaning that, compared to peer companies, a greater proportion of his compensation is

at-risk, based on performance.

O Base Salary

® Target Annual Incentiva (individual

performance goals)

@ Target Annual Incentive (company

performance goals)

& Performanca Shares (grant date value)

8 Time-Vested Shares (grant date value)

John B. Ramil Gordon L. Gillette

Salary: 18%
Target Incentive Awards: 82%

Salary: 33%
Target Incentive Awards: 67%
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Sandra W. Callahan - Clinton E. Childress Charles A. Attal

Salary: 34% Salary: 29% Salary: 32%

Target Incentive Awards: 66% 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 elsctric and gas utility companies with revenues ranging between one-half and
two-times the company’s revenues:

Alliant Energy Corp. . Great Plains Energy Inc. OGE Energy Corp. ' Portiand General Blectric Co.

CMS Energy Corp. Hawaiian Electric Industries Inc. Pinnacle West Capital Corp. SCANA Corp.
DPL Inc. NV Energy Inc. PNM Resources, Inc. Westar Energy, Inc.
Wisconsin Energy Corp.

Performance Share Peer Group

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 retum 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 Multiutility 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 6ur 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 annualiy 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 (iif) 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 fo each other, considering individual responsibilities and experience
levels. The Committee believes the executive compensation program should be intemally consistent and equitable in order for it to achieve the
objectives as outiined 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 results, 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 Saléry

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 consulting firms. After setting 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 (8)
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 ~352.800
Charles A. Attal 335,000 355.000

Annual Incentive 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 tied to overall TECO Energy performance.

Determination of 2012 Target Award Levels

_ Atthe 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 refiective 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.

2012 Annusl Incentive

Target Award 2012 Annual Incentive

Name (% of Salary) Target Award Amount
John B. Ramil 85% $637,500
Gordon L. Gillette 65% $341.250
Sandra W. Callahan 60% $270,000
. Clinton E. Childress 50% $176.400
Charles A. Attal 55% $195.250

Determination of 2012 Performance Metrics and Targets

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 Finenciel Performance Goals (millions)
Performance Measure TECO Energy  Tampa Electric Threshold Ta Maximum
Officer % Co. President % {50% Payout) (100% Payout) (150% Payout)
TECO Energy Income Goal 60% 15% $ 2456 $291.4 $301.0
TECO Energy Cap Ex Goal 20% 5% ($553.6) ($492.01(513.6)  ($453.0)
Tampa Electric Co. Income Goal 0% 45% $ 2217 $248.3 $ 258.0
Tampa Elediric Co. Cap Ex Goal 0% 15% ($496.4) ($441.0)-(461.6) ($406.2)
Individual Business Plan Goals 20% 20% Goals described below; Leve! of achievement can
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 CEQ, and then presented to the Compensation Committee for review and recommendation to the Board for
approval. The CEQ'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 of 2012 individual Business Plan Goals

John B. Ramil Leadership of company execution of business plan; financial strategies and financial community communications;
govemmental affairs and regulatory matters; strategic planning and positioning for growth; corporate values

Gordon L. Gillette Leadership of utility-related initiatives; growth strategies; customer relations, reliability and safety; leadership team
development.

Sandra W. Callahan Sustainable growth plans and allocation of intemal 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; knowledge transfer initiatives

Clinton 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. Attal Cost-effective legal services supporting significant transactions, litigation, and growth strategies; policy strategies;
development of legal services group and mentoring to increase legal acumen

Determination of 2012 Annual Incentlve Plan Payohts

After the end of the year, the Committee caiculated 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 participant's total performance during the year, and considered whether the plan formula 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 performance; 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 formula 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

Achievement
Performance Measure Target (millions) 2012 Results {milfions) Percentage
TECO Energy Income Goal $291.4 $265.9 69%
TECO Energy Cap Ex Goal {$493.0)-(513.6) ($486.9) 108%
Tampa Electric Company Income Goal $248.3 $231.0 65%
Tampa Electric Co. Cap Ex Goal ' ($441.0)-(461.6) ($441.5) 100%

The level of achievement of the individual business pian goals is a qualitative determination 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 performance achievement percentages
for Board approval for the named executive officers after this evaluation. Individual performance for the CEO is based on the Compensation
Committee's qualitative assessment of his performance, which it makes after reviewing the recommendation of the Chairman. Based on these
assessments, the 2012 individual business plan goal achievement percentages were as follows: John Ramil: 180%, Gordon Gillette: 180%,
Sandra Callahan: 185%, Clinton Childress: 175%, and Charles Attai: 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 firancial goals and the individual business pian goals described above. The total amounts awarded unde the 2012 annual
incentive program are also shown under the “Non-Equity Incentive Pian Compensation” column in the Summary Compensation Table on page 22.

2012 Annual Incentive Award Payouts

2012 Award as
2012 Annual Incentive 2012 Annual Incentive Pearcentage of Target
Name Target Award Amount Award Paid Award
John B. Ramil $637.500 $631,074 99%
Gordon L. Gillette $341.250 $327.777 96%
Sandra W. Callahan $270,000 $269,978 100%
Clinton E. Childress $176.400 ‘ $172.858 98%
Charles A. Attal $195.250 $189.377 97%
18
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Long-Term Incentive Awards
Nix of Types of Awards

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 directly 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.

Performance Share Formula

The number of performance shares ultimately received by each executive is dependent upon the total shareholder retum of our
common stack over a three-year period relative to that of the median company of the companies listed in the Dow Jones Electricity and Multiutility
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 of) 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 comespond to our total
shareholder retum compared to the peer group described above. Payout is prorated for performance between the bottom quarter and top 10%.

Total Shareholder Retum Relative fo Peer Group Performance Share Payout %

Bottom 25% of the Peer Group 0%

25" 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. At 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 singleinstallment 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 nommal 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 goveming all outstanding time-vested restricted stock and performance share awards are “double-frigger”
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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Determination of 2012 Long-Term Incentive Awards

In 2012, the Committee continued to use a total compensation approach to determine levels of long-term 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 information with respect to the estimated total and annual accounting expense associated with the equity incentive
grants. -

Using this information, the Committee made equity incentive award grants at a level that it 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) Time-Based Restricted Stock

Total Target LT!
Name #of shares  Grant Date Present Value  # of shares  Grant date present value Opportunity
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
SandraW. 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. Attal 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 thatdo 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 determined to make annual equity-incentive award grants at s first quarterly meeting of the year, the same time it makes other
compensation adjustments, to better facilitate compensation decisions refiective of total compensation rather than individual elements. in all cases,
the grant date has been the same day that the Commitlee 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, determined 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 earfier 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 officers 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 additional aid in attracting and retaining officers in key positions. The Committee reviews the terms 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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BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

INRE: PETITION FOR RATE INCREASEBY ) DOCKET NO. 130040-EI
TAMPA ELECTRIC COMPANY )

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.

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 in 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 consurner 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 1975, 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 of Vice 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 firm 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 firm of Kennedy and Associates as a Vice President

and Principal. Ibecame 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 intemnational 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 (“FERC”), 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
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(“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
Ashbum 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 1/13® 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 1/13™ 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.' While I do not oppose the
Company’s general methodology to allocate the approved revenue increase to rate clasées,
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 1/13™ 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.

! 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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Q. 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 1/13" 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 1/13® 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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e 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 1/13"
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.

e 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 1/13™ 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 1/13™ 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 démand/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



10

11

12

14

15

16

17

18

19

20

21

22

23

Docket No. 130040-EI
Direct Testimony of Stephen J. Baron
Page 11 of 41

method that attempts to capture the economic trade-offs between high capital cost base load
(or, perhaps intermediate load) generating resources that have lower operating costs (i.e.,
lower fuel costssmWh 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 allocateci 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% AD method provide any substantive evidence to justify allocation of 50% of the
Company’s fixed production demand costs on the basis of energy?

No. Tampa Electric witness Ashbum 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 1/13™ 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.”® 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™ 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™ 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 (Ashbum 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 rulemaling) 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. Ashburm’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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1 A Table 1 below summarizes CCGT and CT costs based on the U.S. Department of Energy,

2 Energy Information Administration (“EIA”) Annual Energy Outlook forecast for 2013
3 (“AEO 2013”). This forecast, which is prepared annually by EIA, provides projections of a
4 significant number of energy industry metrics, including the U.S. electric utility industry.
5 As part of its forecast, EIA prepares a set of assumptions that are incorporated into its
6 models. Among these assumptions are a set of capital and operating costs for CCGT and
7 CT generation resources. The da.ta summarized in Table 1 is contained in EIA’s January
8 2013 report entitled “Levelized Cost of New Generation Resources” in the Annual Energy
9 Outlook 2013. Baron Exhibit _(SJB-2) contains an excerpt from this report.
10
Table 1

U.S. Average Levelized Costs (2011 $/mWh) - C/O Date: 2018*

. Conventional Advanced

Combined Cycle Combustion Turbine

Capacity Factor 87.0% 30.0%
Capital 15.8 30.4
Fixed O&M 1.7 2.6
Var O&M + Fuel 48.4 68.2
Total 65.9 101.2
Total Capital Cost/mW S 120,415 S 79,891
Fixed 0&M/mW S 12,956 S 6,833
Total Fixed Cost/mW S 133,371 S 86,724
Total Variable Cost/mWh S 48.40 S 68.20
*Source: Energy Information Administration Annual Energy Outlook

11 2013, "Levelized Cost of New Generation Resources."

12

13 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
_gonventional CCGT is $133/kW, while for an Advanced CT the annual levelized fixed cost
is $87/kW. 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 all-in levelized costs at various

capacity factors.’

3 The EIA data is presented in terms of constant dollar ($2011) levelized costs for ease of comparison.
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Table2
Screening Curve Analysis: CCGT vs. CT
Total Busbar Cost
Capacity Factor mwh CCGT [of )

4.0% 350 $429.03 $ 315.70
5.0% 438 $352.90 $ 266.20
10.0% 876 $ 200.65 $167.20
15.0% 1,314 $ 149.90 $134.20
20.0% 1,752 $124.53 $117.70
26.8% 2,348 810521 '$105.14
30.0% 2,628 $ 99.15 $ 101.20
35.0% 3,066 $ 91.90 $ 96.49
40.0% 3,504 $ 86.46 $ 92.95
45.0% 3,942 $ 8223 $ 90.20
50.0% 4,380 $ 78.85 $ 88.00
55.0% 4,818 $ 76.08 $ 86.20
60.0% 5,256 $ 73.78 S 84.70
65.0% 5,694 S 71.82 $ 83.43
70.0% 6,132 $ 70.15 S 82.34
75.0% 6,570 $ 68.70 $ 81.40
80.0% 7,008 $ 67.43 $ 80.58
85.0% 7,446 $ 66.31 $ 79.85
90.0% 7,884 $ 65.32 $ 79.20
95.0% 8,322 $ 64.43 S 78.62
100.0% 8,760 S 63.63 $ 78.10

For example, the CCGT resource has a $2011 levelized total cost of $78.85 at a 50%
capacity factor. This means that the CCGT would cost $78.85 per kW if it were operated
for 4,380 hours per year. The CT cost, at the same 4,380 hour of operation would cost

$88.00 per kW.

As shown in Table 2, the breakeven hours-use of the conventional CCGT and the advanced
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 (btw/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 héurs during the year, the least cost resource is the CCGT.
Energy usage beyond 2,348 mWh per mW 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 thé
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 conceming 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 pattems during the months that
experience the highest load hours of the year as compared to the consumption pattems 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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Table 3
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.'  While I do not have the
breakdown of mWh 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.” 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.

* 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.

3 At an extreme of 100% load factor, the percentage of a rate class would have the same hourly mWh 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
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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. Ashbum 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 all 12 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 1/13™ 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 1/13 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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Table 4
U.S. Average Levelized Costs (2011 $/mWh) - C/O Date: 2018*
Conventional Conventional
Combined Cycle Combustion Turbine
Capacity Factor 87.0% 30.0%
Capital 15.8 44.2
Fixed O&M 1.7 2.7
Var O&M + Fuel 48.4 80
Total’ 65.9 126.9
Total Capital Cost/mW S 120,415 S 116,158
Fixed O& M/mW S 12,956 S 7,096
Total Fixed Cost/mW S 133,371 S 123,253
Total Variable Cost/mWh  § 48.40 S 80.00
*Source: Energy Information Administration Annual Energy Outlook
2013, "Levelized Cost of New Generation Resources."




Docket No. 130040-EI
Direct Testimony of Stephen J. Baron

Page 27 of 41
Table 5
Screening Curve Analysis: CCGT vs. CT
Total Busbar Cost
Capacity Factor mWh CCGT ' CcT
o 37% 320 846552 $465.48
5.0% 438 $352.90 $361.40
10.0% 876 $ 200.65 $220.70
15.0% 1,314 $ 149.90 $173.80
20.0% 1,752 $124.53 $150.35
26.8% 2,348 $105.21 $132.50
30.0% 2,628 $ 99.15 $126.90
35.0% 3,066 $ 91.90 $120.20
40.0% 3,504 S 86.46 $115.18
45.0% 3,942 S 82.23 $ 111.27
50.0% 4,380 S 78.85 $108.14
55.0% 4,818 S 76.08 $ 105.58
60.0% 5,256 S 73.78 $ 103.45
65.0% 5,694 S 71.82 $ 101.65
70.0% 6,132 $ 70.15 $100.10
75.0% 6,570 S 68.70 S 98.76
80.0% 7,008 S 67.43 S 97.59
85.0% 7,446 $ 66.31 S 96.55
90.0% 7,884 S 65.32 S 95.63
95.0% 8,322 S 64.43 S 94.81
100.0% 8,760 S 63.63 S 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 have 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% 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
1/13™ 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® AD for Tampa Electric as well. In a subsequent section of my testimony, I
will present a 12 CP and 1/ 13® AD method that also incorporates Tampa Electric’s MDS

distribution cost allocation analysis.

Does the Tampa Electric system’s generation resource mix (capgcity mix) justify the
12 CP and 50% 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
Base/Intermediate 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 1/13® 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.

Q. 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?

A. 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.

Q. What is the basis, from a cost causation perspective, to classify these distribution costs
as both demand and customer related?

A 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.® The amount of

§ 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 funcéion 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 distribuion 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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1 This misclassification also results in different customer rate

‘ 2 classes bearing more or less costs than their cost-causative share

3 of distribution costs. It is therefore important to examine these

4 customer-related costs and classify them appropriately, which

5 the MDS methodology enable us to do. [O’Sheasy Direct

6 Testimony at pages 16 -17, Gulf Power Company Docket No.

7 110138-EI].

8 Q. Do you agree with Mr. O’Sheasy’s quoted testimony on the MDS issue?

9 A Yes. There is no question that some portion of each of Tampa Electric’s distribution
10 accounts 364 to 368 is customer related. If a Tampa Electric customer were to decrease
11 its usage to 0 kW, all of the poles, overhead conductors, underground conductors and
12 transformers would not somehow disappear or be used to supply customers in other parts
13 of the system. An MDS methodology recognizes this and reasonably reflects it in the
14 Company’s class cost of service study.

15

‘16 Q. Did the Commission adopt GPC’s MDS methodology in Docket No. 110138-EI?

17
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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
by GPC?

As reported by Mr. Ashbum, 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 surnmarizes 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%

12
13

14
15
16

17

@

* 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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Pennsylvania, Kentucky, Virginia, Georgia, and Ohio.

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 Tafnpa 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 1/13™ 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 1/13® 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 retumn 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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contributing.
Table 7
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, linleing 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 1/13"™ AD
or other production demand cost allocation methodologies?

Yes. In its response to HUA’s First Set of Interrogatories, Interrogatory No. 90, Mr.
Ashbumn confinns 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. Ashburm’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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1 A Yes. However, since I am recommending an altemative cost of service study using the 12
. 2 CP and 1/13® AD + MDS methodology, I have revised Tampa Electric’s revenue allocation
3 using the cost of service study results shown in my Exhibit (SJB-4). Baron
4 Exhibit _(SJB-6) contains the results of this revenue allocation analysis, which allocates the
5 overall revenue increase to bring each rate class to a parity of 1.0, subject to a limitation that
6 no rate class receives a decrease and that no class receives an increase greater than 1.5 times
7 the retail average increase. The analysis shown in Exhibit (SJB-6) compares Tampa
8 Electric’s proposed revenue responsibility to that proposed by HUA, inclusive of HUA'’s
9 recommended revenue requirement adjustments presented by Mr. Kollen. Table 8 below
10 summarizes these increases.’
11

7 The HUA revenue requirement adjustments presented by Mr. Kollen 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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Table 8

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) S 94,742 17.30% S 24,480 4.47% S (70,262) -12.83%
General Service
Demand (GSD, SBF)
Interruptible Service (IS) S 37,168 11.64% S 4,951 1.55% S (32,217) -10.09%
Lighting (LS-1)
A. - Energy S 1,737 31.78% S 22 0.40% S (1,716) -31.38%
B. - Facilities S - 0.00% S - 0.00% S - 0.00%
Total $133,647 14.72% S 29,452 3.24% $(104,195) -11.48%
Q. Under your proposal, the GSD rate class would obtain a greater reduction in rates,

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 of the 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. Kollen’s testimony, HUA is recommending that Tampa Electric be
awarded an overal_l révénue increase in this case of no more than $30.6 million. I
recommend that tﬁe approved increase be allocated using the results of a compliance cost of
service study based on the 12 CP and 1/13® AD + MDS methodology that I am
recommending in this case. In the altemative, I recommend that the approved increase be

allocated proportionately to the HUA increases shown in Table 8.
IV.  RATE DESIGN ISSUES

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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Table 9
TECO Proposed GSDT Rate Design
Charge Present Proposed 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-O-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 chargesl. 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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Date Case Jurisdict. Party Utility Subject
41 203(B) KY Louisville Gas Louisville Gas Cost-of-servica
&Electiic Co. & Electric Co.
A1 ER9142 MO Kansas Clty Power Kansas City Forecasting.
& Light Co. Power & Light Co.
631 U-1933 AZ Arizona Corporation Tucson Electic Forecasting planning.
Commission Co.
234 8924 KY Airco Carbide Louisville Gas Revenue requirements,
& Eledtric Co. cost-of-service, forecasting,
weather normafization.
384 84038U AR Arkansas Elactric Arkansas Power Excess capacity, cost-of-
Energy Consumers & Light Co. sefvice, rate design.
584 830470€] FL Florida Industrial Florida Power Allocation of fixed costs,
Power Users' Group Comp. load and capacity balance, and
reserve margin. Diversification
of utility.
1084 84198U AR “"Arkansas Electic Arkansas Power Cost allocation and rate design.
Energy Consumers and Light Co.
1184 R842651 PA Lehigh Valley Pennsyivania Interruptible rates, exoess
Power Committee Power & Light " capacity, and phase-in.
Co.
1/85 8565 ME Airco Industrial Central Maine Interruptible rate design.
Gases Power Co.
285 1840381 PA - Philadelphia Area Philadelphia Load and energy forecast
Industrial Energy Electric Co.
Users’ Group
385 9243 KY Alcan Alumninum Louisville Gas Econamics of completing fossil
Comp., etal. & Electric Co. generating unit
385 3498V GA . Attomey General Georgia Power Load and energy forecasting,
Co. generation planning economics.
3785 R-842632 PA WestPenn Power West Penn Power Generation planning economics,
Industrial Co. prudence of a pumped storage
Intervenors hydro unit.
5/85 84-249 AR Arkansas Electric Arkansas Power & Cost-of-service, rate design
Energy Consumers Light Co. retum multipliers.
585 City of Chamber of Santa Clara Cost-of-service, rate design.

J. KENNEDY AND ASSOCIATES, INC.
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Santa Commerce Municipal
Clara
6/85 84-768- wv West Viginia Monongahela Generation planning economics,
E42T Industrial Power Co. prudance of a pumped storage
Intervenors hydro unit
6/85 E7 NC Calina Duka Power Co. Cost-of-service, rate design,
Sub 391 Industrials intesruptible rate design.
(CIGFUR )
185 29046 NY Industrial Orange and Cost-of-service, rate design.
Energy Users Roddand
Association Uliities
1085 85043U AR Arkansas Gas Arkla, Inc, Regulatory policy, gas cost-of-
Consumers sesvice, rate design.
1085 8563 ME Alrco Industrial Central Maine Feasibility of Interruptible
Gases Power Co. rates, avoided cost
285 ER- NJ Air Products and Jersey Central Rate design.
8507698 Chemicals Power & Light Co.
3/85 R850220 PA West Penn Power West Penn Power Co. Optimal reserve, prudence,
Industrial off-system sales guarantee plan.
Intesvenors
286 R850220 PA West Penn Power West Penn Power Co. Optimal reserve margins,
Industrial prudencs, off-system sales
Intervenors guarantee plan.
3/86 85-299V AR Arkansas Electric Arkansas Power Costof-service, rate design,
: Energy Consumers & Light Co. revenue distribution.
W6 8576  OH Industrial Electic Ohio Power Co. Castof servica, rate design,
EL-AR Consumers Group interruptible rates.
586 86-081- wv West Virginia Monongahela Power Generation planning economics,
EGI Energy Users Co. prudence of a pumped storage
Group hrydro unit
8/86 E7 NC Carolina Industrial Duke Power Co. Cost-of service, rate design,
Sub 408 Energy Consumers interruptible rates.
10/86  U-17378 LA Loulsiana Pubiic Guif States Excess capacity, economic
Service Commission Utllifies analysis of purchased power.
Staff
1286 38063 N Industrial Energy Indiana & Michigan Interruptible rates.

J. KENNEDY AND ASSOCIATES, INC.



Expert Testimony Appearances

Docket No. 130040-E!
Baron Testimony Appearances
Exhibit SJB-1, Page 3 of 21

of
Stephen J. Baron
As of June 2013
Date Case Jurisdict. Party Utility Subject
Consumers Power Co.
387 EL-86- Federal Louisiana Public Gulf States Costbenefit analysis of unit
53001 Energy Service Commission Utifities, power sales contract
EL-86- Regulalory Staff Southem Co.
574001 Commission
(FERC)
Af87 U-17282 LA Louisiana Public Gulf States Load forecasting and imprudence
Service Commission Utilities damages, River Bend Nuclear unit.
Staff
547 87023 wv Airco Industrial Monongahela Interruptible rates.
EC Gases Power Co.
57 874072- wv WestVirginia Monongahela Analyze Mon Power's fuel filing
EG1 : Energy Users' Pawer Co. and examine the reasonableness
Group of MP’s claims.
547 86-524- wv West Virginia Monongahela Economic dispatching of
. E-SC Energy Users' Group Power Co. pumped storage hydro unit
587 9781 KY Kentucky Industrial Louisville Gas Analysis of impact of 1986 Tax
Energy Consumers & Electric Co. Reform Act
6/87 3673V GA Georgia Public Georgia Power Co. Economic prudence, evaluation
Service Commission of Vogtie nuclear untt - load
forecasting, planning.
6/87 U-17282 LA Louisiana Public Gulf States Phase-in plan for River Bend
Service Commission Utilities Nuclear unit
Staff
787 851022  CT Connecticut Connecticut Methodology for refunding
Industrial Light & Power Co. rate moderation fund.
Energy Consumers
8/87 673U GA Georgia Public Georgia Power Co. Test year sales and revenue
Servica Commission forecast
9/87 R850220 PA West Pénn Power West Penn Power Co. Excess capacity, reliability
Industrial of generating system.
Intervenors
1087 R870651 PA Duquesne Duquesne Light Co. Interruptible rate, cost-of
Industrial servics, revenue allocation,
Intervenors rate design.

J. KENNEDY AND ASSOCIATES, INC.
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1087 1860025 PA Pennsylvania Proposed rules for cogeneration,
Industrial avoided cost, rate recovery.
Intervenors
10/87 E018/ MN Taconite Minnesota Power Excess capadity, power and
GR-87-223 - Intervenors & Light Co. cost-of-service, rate design.
10/87  8702-El FL Occidental Chemical Florida Power Corp. Revenue forecasting, weather
1287 870701 CT Connecticut Industrial Connecticut Light Excess capacity, nuclear plant
Energy Consumers Power Co. phase-in.
3/88 10064 KY Kentucky Industrial Louisville Gas & Revenue forecast, weather
Energy Consumers Eledlric Co. normalization rate treatment
of cancelied plant.
88 87-183-TF AR Arkansas Electric Arkansas Power & Standby/backup electric rates.
Consumers Light Co.
- 688 870171C001 PA GPU Industial Metropoiitan Cogeneration deferral
Intervenors Edison Co. mechanism, modification of energy
cost recovery (ECR).
6/88 870172C005 PA GPU Industrial Peﬁnsylwnia Cogeneration deferral
. Intervenors Electric Co. mechanism, modification of enargy
cost recovery (ECR).
7/88 88-171- OH Industrial Energy Cleveland Electric/ Financial analysis/need for
EL-AR Consumers Toledo Edison interim rate refief.
88-170-
EL-AR
Interim Rate Case
7/88 Appeal 19th Louisiana Public Gulf States Load forecasting, imprudence
of PSC Judicial Service Commission Utilities damages.
Dodket Circuit
U-17282 Court of Louisiana
11/88  R880989 PA United Steles Camegie Gas Gas cxstof-service, rate
Steel design.
1188  88-171- OH Industrial Energy Cleveland Electric/ Weather normalization of
EL-ARR Consumers Toledo Edison. peak loads, excess capadiy,
88-170- General Rate Case. regulatory poficy.
EL-AR
3/39 870216/283 PA Armco Advanced West Penn Power Co. Calculated avolded capacity,
2841286 Materials Corp., recovery of capacity payments.

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict. Party Utility Subject
Allegheny Ludium
Com.
8389 8656 TX Occidentel Chemical Houston Lighting Cost-of-service, rate design.
Corp. & Power Co.
8/89 3840 GA Georgia Public Georgia Power Co. Revenue forecasting, weather
Service Commission normalization.
9/89 2087 NM Attomey General Pubfic Servica Co. Prudence - Palo Verde Nudear
of New Mexico of New Mexico Units 1, 2and 3, load fore-
1089 2262 NM New Mexico Industrial Public Service Co. Fuel adjustment dlause, off-
Energy Consumers of New Mexico system sales, cost-of-service,
rate design, masginal cost.’
1189 38728 IN Industria! Consumers Indiana Michigan Excess capecity, capacity
for Fair Ullity Rates Power Co. equalization, jurisdictional
cost allocation, rate design,
interruptible rates.
190 U-17282 LA Louisiana Pubfic Gulf States Jurisdictional cost allocation,
Service Commission Utilities O8M expense analysis.
Stafi
590 890366 PA GPU Industrial Metropolitan Non-utility generator cost
Intervenors Edison Co. recovery.
6/90 R901609 PA Ammco Advanced West Penn Power Co. Allocation of QF demand charges
Materials Corp., in the fuel cost, cost-of-
Allegheny Ludium senvice, rate design.
Corp. :
w0 828 MD Maryland Industial Balfmore Gas & Costotsenvice, rate design,
Group Electric Co. revenue allocation.
1290  U-9346 Mi Association of Consumers Power Demand-side managament,
Rebuttal Businesses Advocating Co. environmental extemalities.
Tariff Equity
1290  U-17282 LA Louisiana Pubfic Gulf States Revenue requirements,
Phase IV Service Commission Utiities jurisdictional alocation,
Staff '
1290  90-205 ME Airco Industrial Central Maine Power Investigation into
Gases Co. intermuptible service and rates.

J. KENNEDY AND ASSOCIATES, INC.
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As of June 2013
Date Case Jurisdict. Part_x Utility Subject
181 90-12-03 CT Connecticut Industrial Connecticul light  Interim rate reled, financial
Intesim Energy Consumers & Power Co. andlyss, class revenue allocation.
591 90-1203 CT Connecticut Industrial Connecticut Light Revenue requiraments, cost-of-
Phasa Il Energy Consumers & Power Co. service, rale design, demand-side
management.
891 E7,SUB NC North Carolina Duke Power Co. Revenue requirements, cost
SUB 487 Industrial allocation, rate design, demand-
Energy Consumers side management.
8191 8341 MD Westvaco Corp. Potomac Edison Co. Cost aliocation, rate design,
Phase | 1930 Clean Air Act Amendments.
891 91-372 OH Amco Steel Co., LP. Cincinnat Gas & Economic analysis of
EL-UNC Electric Co. cogeneration, avoid cost rate.
9/91 P910511 PA Allegheny Ludlum Corp., West Penn Power Co. Economic analysis of proposed
P-910512 Amnco Advanced CWIP Rider for 1990 Clean Air
Materials Co., Act Amendments expenditures.
The West Penn Power
Industrial Users' Group
991 91-231 wv West Virginia Energy Monongaheta Power Economic analysis of proposed
£NC Users' Group Co. CWIP Rider for 1990 Clean Air
Act Amendments expenditures.
1001 B8341- MD Westvaco Corp. Potomac Edison Co. Economic analysis of propased
Phase Il CWIP Rider for 1990 Clean Air
Act Amendments expenditures.
1091 U-17282 LA Louisiana Public Gulf States Resulis of comprehensive
Service Commission Utilities management audit
Staff
Note: No testimony
was prefiled on this.
1/1  U-17949 LA Loulsiana Public South Central Analysis of South Central
Subdocket A Service Commission Ball Telephone Co. Bell's restructwing and
Staff and proposed merger with
Southem Bell Telephone Co.
1291 91410 OH Amco Steel Co, Cincinnati Gas Rate design, interruptible
EL-AR Air Products & & Bectiic Co. rates.
Chemicals, Inc.

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict. Party Utility Subject

12091 P-880286 PA Amco Advanced West Penn Power Co. Evaluation of appropriate
Materials Corp., avoided capacity costs -
Allegheny Ludlum Corp. QF projects.

182 Co13424 PA Duquesne Interruptible Duquesne light Co. Industrial interruptible rate.
Complainants

6892 920219 CT Connecticut Industrial Yankee Gas Co. Rate design.
Energy Consumers

8/92 2437 NM New Mexico Public Service Co. Cost-of-sefvice.
Industrial Intervenors of New Mexico

892 R00922314 PA GPU industrial Metropalitan Edison Costof-service, rate
Intervenors Co. design, energy cost rate.

9/92 39314 ID Industrial Consumers Indiana Michigan Costof-service, rate design,

for Fair Utility Rates Power Co. energy cost rate, rate treatment.

1082  M-00920312 PA The GPU Industrial Pennsylania Costolservice, rate design,
C007 Intervenors Electric Co. energy cost rate, rate treatment.

1282 U-17949 LA Louisiana Public South Central Bell Management audit

Servico Commission Co.
Staff
1292  R00922378 PA Amnco Advanced West Penn Power Co. Cost-of-service, rate design,
Materials Co. energy cost rate, SO: allowance
The WPP Industrial rate reatment.
Intervenors
183 8487 MD The Mayland Baltimore Gas & Electric cost-of-senvice and
Industrial Group Electric Co. rate design, gas rate design
(Rexible rates).
293 EQ02GR- MN North Star Steel Co. Northem States Interruptible rates.
921185 Praxar, Inc. Power Co.

4/93 EC92 Federal Louisiana Public Gulf States Merger of GSU into Entergy
21000 Enemy Service Commission Utilies/Entergy System; impact on system
ER92-806- Regulatory  Staff agreement.

000 Commission
(Rebuttal)

783 930114- WV Airco Geses Monongahela Power Interruptible rates.

EC Co.

J. KENNEDY AND ASSOCIATES, INC.
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8193 930759EG FL - Florida Industrial Generic - Electric Cost recovery and allocation
Power Users' Group Utiifes of DSM costs.
9193 MO009 PA Lehigh Valley Pennsylvania Power Ratemaking treatment of
30406 Power Committee & Light Co. oft-system sales revenues.
183 M6 KY Kentucky industrial Generic - Gas Allocation of gas pipefine
Utility Customers Utllities transition casts - FERC Order 636.
1283  U17735 LA Louisiana Pubiic Cajun Electric Nuclear plant prudence,
Service Commission Power Cooperative forecasting, excess capadity.
Staff
4194 EO01Y MN Large Power Intervenors Minnesota Power Cost allocation, rate design,
GR94-001 Co. rate phase-in plan.
594 U-20178 LA Louislana Public Louisiana Power & Analysis of least cost
Service Commission Light Co. integrated resource plan and
demand-side management program.
7194 R-00942986 PA Ammco, Inc.; West Penn Power Co. Costol-service, allocation of
West Penn Power rate increase, rate design,
Industrial Intervenors emission allowance sales, and
operations and maintenance expense.
74 940035 WV West Virginia Monongahela Power Cost-of-sefvice, allocation of
E42T Energy Users Group Co. rate ncrease, and rate design.
694 EC94 Federa Louisiana Public Gulf States Analysis of extended reserve
13000 Energy Service Commission Utiities/Entergy shutdown units and violation of
Regulatory system agreement by Entergy.
Commission
9/94 RO0%43 PA Lehigh Vaiey Pennsytvania Public Andlysts of intemuptible rate
081 Power Commitiee Utility Commission terms and conditions, availability.
R-00043
081C0001
9/34 U-7736 LA Louisiana Public Cajun Electric Evaluation of appropriate avoided
Service Commission Power Cooperative cost rate.
994 U-19904 LA Louisiana Public Gulf States Revenue requiraments.
Service Commission Utifities
1004  5258-U GA Georgia Public Southem Bell Proposals to address competition
Service Commission Telephone & in telecommunication markets.
Telegraph Co.

J. KENNEDY AND ASSOCIATES, INC.
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1184  EC947000 FERC Louisiana Public E! Paso Electric Merger economics, transmission
ER94-898-000 Service Commission and Central and equalization hold harmless
Southwest proposals.
285 9414306G CO CFé&l Steel, LP. Public Service Interruptible rates,
Company of cost-of-service.
Colorado
495 R00943271 PA PP&L Industrial Pennsytvania Power Cost-of-5ervice, allocation of
Customer Alfiance & Light Co. rate increase, rate design,
interruptible rates.
6/85 00913424 PA Duquesne Intermuptible Duquesne Light Co. Interruptible rates.
C00946104 Complainants
8,5 ER95-112 FERC Louisiana Public Entergy Servicss, Open Access Transmission
000 Service Commission Inc. Tariffs - Wholssals.
10095 U-21485 LA Louisiana Public Guff States Nuclear decommissioning,
Service Commission Utilites Company revenue requirements,
capital structure.
1085  ER95-1042 FERC Louisiana Public System Energy Nuclear decommissioning,
000 Service Commission Resources, Inc. revenue requirements.
1085  U-21485 LA Louisiana Public Gulf States Nuclear decommissioning and
Senvice Commission Uthitles Co. cost of debt capital, capital
structure.
1185 1940032 PA Industrial Energy State-wide - Retail competition issues.
Consumers of all utilites
Pennsylvania
7196 U-21496 LA Louisiana Public Central Louisiana Revenue requirement
Service Commission Electiic Co. analysis.
7/96 8725 MD Maryland industrial Baltimore Gas & Ratemaking issues
Group Elec. Co., Potomac associated with a Merger.
Elec. Power Co.,
Constellation Energy
Co.
8% U-17735 LA Louislana Public Cajun Electric Revenue requirements.
Service Commission Power Couperative
9/96 U-22092 LA Louisiana Public Entergy Guif Decommissioning, weather
Service Commission States, Inc. namalization, capital
structure.
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Date Case Jurisdict Party Utllity Subject
297 R-973877 PA Philadelphia Area PECO Energy Co. Competitive restructuring
Industrial Energy . policy issues, stranded cost,
Users Group transition charges.
6/97 Ciml USBank-  Louisiana Public Cajun Electric Confirmation of reorganization
Action fuptcy Service Commission Power Cooperative plan; analysis of rate paths
No. Court . produced by competing plans.
9411474  Midde District
of Louisiana
697 R973953 PA Philadelphia Area PECO Energy Co. Retail competition issues, rate
Industrial Energy unbundiing, stranded cost
Users Group analysis.
6/97 8738 MD Maryland Industrial Generic Retall competition issues
Group
87 R973954 PA PP&L Industrial - Pennsyivania Power Retail competition fssues, rate
Customer Alliance &Light Co. unbundiing, stranded cost analysis.
1087  97-24 KY Alcan Aluminum Corp. Big River Analysis of cost of service issues
Southwire Co. Electric Comp. - Big Rivers Restructuring Plan
1087 RO74008 PA Metropofitan Edison Metropoiitan Edison Retail competition issues, rate
Industrial Users Co. unbundfing, stranded cost analysis.
1087 R974009 PA Penrsylvania Electric Pennsylvania Retail competition ssues, rate
Industrial Customer Electric Co. unbundiing, stranded cost analysis.
1197 U-22491 LA Louisiana Public Entegy Gulf Decommissioning, weather
Service Commission States, inc. narmatization, capital
structure.
197 P9712685 PA Philadelphia Area Enron Enesgy Analysis of Retail
Industrial Energy Services Power, Inc/ * Restructuring Proposal.
Users Group PECO Enesgy :
1287 R973981 PA West Penn Power West Penn Retail competition issues, rate
Industrial Intervenors Power Co. unbundling, stranded cost
analyss,
1297 R974104 PA Duquesne Industrial Duquesne Retall competition issues, rate
Intesvenors Light Co. unbundiing, stranded cost
analysis.
m8 U-22092 LA Loutsiana Public Gulf States Retail competition, stranded
(Allocated Stranded Sesvice Commission Utilities Co. cast quantification.
Cost Issues) )
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Date Case Jurisdict. P[lx Utility Subject
308 U-22092 Louisiana Public Gulf States Stranded cost quantification,
Service Commission Utifities, Inc. restructuring issues.
9/98 U-17735 Louisiana Public Cajun Electric Revenue requirements analysis,
Service Commission Power Cooperative, weather normalization.
Inc. :
1298 87%4 MD Maryland Industial Balimore Gas Electic ufiky restructuring,
Group and and Electric Co. stranded cost recovery, rate
Millennium Inorganic unbundiing.
Chemicals Inc.
12/98 U-23358 LA Louisiana Public Entergy Gulf Nudear decommissioning, weather
Service Commission States, Inc. normalization, Entergy System
Agreement.
5/99 EC-98- FERC Louisiana Public American Electric Merger issues related to
(Cross- 40-000 Service Commission Power Co. & Central markst power miigation proposals.
'Answering Testimony) - South West Corp.
599 98426 KY Kentucky Industrial Louisville Gas Performance based regulation,
(Response . Utility Customers, Inc. & Electric Co. seftiement proposal Issues,
Testimony) cross-subsidies between electric.
gas services,
6/99 980452 wWv West Virginia Energy Appalachian Power, Electric utility restructuring,
Users Group Monongahela Power, stranded cost recovery, rate
& Potomac Edison unbundiing.
Companies
799 990335 CT Connecticut Industrial United {fuminating Electric utiiity restructuring,
\Energy Consumers Comparty sfranded cost recovery, rate
unbundiing.
789 Adversary US. Louisiana Public Cajun Electric Mofion to dissolve
Proceeding Bankruptcy  Service Commission Power Cooperative prefiminary injunction.
No. 88-1065 Court
799 990306 CT Connectiart Industrial Connecticut Light Electric utifity restructuring,
Energy Consumers & Power Co. stranded cost recovery, rate
unbundiing.
1009 U-24182 LA - Louisiana Public Entergy Gulf Nudear decommissicning, weather
Service Commission States, Inc. normakzation, Entergy System
Agresment
1289 U7736 LA Louisiana Pubfic Cajun Electric Ananlysi of Proposed
Service Commission Power Cooperative, Contract Rates, Market Rates.
Inc. .
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Date Case Jurisdict Party Utility Subject
03/00 U47735 LA Louisiana Public Cajun Blectric Evaluation of Cooperative
: Service Commission Power Cooperative, Power Contract Elections
Inc.
0300 99-1658- OH AK Steel Corporation Cincinnati Gas & Electric utility restructuring,
EL-ETP Electric Co. stranded cost recovery, rate
Unbundiing.
0300 980452 WVA West Viginia Appalachian Power Co. Electric utlity restructuring
EGI Energy Users Group American Electric Co. rate unbundling.
0800  00-1050 WVA West Viginia Mon Power Co. Electric utifity restructuring
ET Energy Users Group Potomac Edison Co. rate unbundling.
00-1051-E-T
1000 SOAH473- TX The Dallas-Fort Worth XU, Inc. Electric utility restructuring
00-1020 Hospital Coundll and rate unbundfing.
PUC 2234 The Coalition of
Independent Colleges
And Universities
1200 U-24993 LA Loukiana Public Entergy Gulf Nuclear decommissioning,
' Service Commission States, Inc. revenue requirements.
1200 EW066- LA Louigiana Public Entergy Sesvicss Inc. Inter-Company System
000 & ER00-2854 Service Commission Agreement: Modifications for
EL95-33-002 retall competition, interruptible load.
0401 U-21453, LA Louisiana Public Entergy Gulf Jurisdictional Business Separation -
U-20925, Service Commission States, Inc. Texas Restructuring Plan
U-22092
(Subdocket B)
Addressing Contested Issues
10/01 140000 GA Georgia Public Georgia Power Co. Test year revenue forecast
Service Commission
Adversary Staff
1101 U-25687 LA Louisiana Public Entergy Gulf Nuclear decammissioning requiremernts
: Service Commission States, Inc. fransmission revenues.
101 U-25%5 LA Louisiana Public Generic Independent Transmission Company
Service Commission ("Transco’). RTO rate design.
0302 001148El  FL South Florida Hospital Florida Power & Retail cost of senvice, rate
and Healthcare Assoc. Light Company design, resource planning and

demand side menagement.
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0602  U-25965 LA Louisiana Public Entergy Gulf States RTO Issues
Service Commission Entergy Louisiana
o7/02  U-21453 LA Louisiana Public SWEPCO, AEP Jurisdictional Business Sep. -
Service Commission Texas Restructuring Plan.
0802 - U-26888 LA Louisiana Public Entergy Loutsiana, Inc. Modifications to the Inter-
Service Commission Entergy Gulf States, Inc. Company System Agreement,
Production Cost Equalization.
08/02.  ELOT- FERC Louisiana Public Entergy Services Inc. Modificaions to the Inter-
88000 Service Commission and the Entergy Company System Agreement,
Operating Companies Production Cost Equalization.
1102  02S-315EG CO CFé&l Steel & Cimax Public Service Co. of Fuel Adjustment Clause
Molybdenum Co. Colorado
0103 U477 LA Louisiana Public Louisiana Coops Contract Issues
Service Commission
0203  02S5%4E CO Cripple Creek and Aquila, Inc. Revenue requirements,
Victor Gold Mining Co. purchased power.
0403 U-26527 LA Louisiana Public Entergy Gulf States, Inc. Wegather normalization, power
Service Commission purchase expenses, System
Agreement expenses.
1103  ER03-753000 FERC Louisiana Public Entergy Sevices, Inc. Propased modifications to
Service Commission and the Entemy Operating System Agreement Tariff MSS4.
Staff - Companies
1103  ER03683000 FERC Louisiana Public Entergy Services, Inc., Evaluation of Wholesale Purchased
ER03-683-001 Service Commission the Entergy Operating Power Contracts.
ER03-583-002 Companies, EWO Markst-
Ing, LP, and Energy
ER03-681-000, Power, Inc.
ER03-691-001
ER03-682-000,
ER03-682-001
ER03-682-002
1203 U213 LA Louisiana Public Entergy Louisiana, Inc. Evalsation of Wholesale Purchased
Service Commission Power Cantracts.
01/04 EQ01M5- AZ Kroger Comparny Arizona Public Service Co. Revenue allocation rate design.
030437
0204 00032071 PA Duquesne Industrial Duquesne Light Company Provider of last resort issues.
Intervenors
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Date Case Jurisdict. Party Utility Subject
03/04 03A436E CO CF&l Steel, LP and Public Service Company Purchased Power Adjustment Clause.
Climax Molybedenum of Colorado
0404 200300433 KY Kentucky Industrial Utifity Louisville Gas & Electric Co.  Cost of Service Rate Design
2003-00434 Customers, Inc. Kentucky Utilities Co.
0604 03SSIE CO Cripple Creek, Victor Gold Aquila, Inc. Cost of Servics, Rate Design
Mining Co., Goodrich Corp., Interruptible Rates
Hokim (U.S.,), Inc., and
The Trane Co.
06/04 R00049255 PA PP&L Industrial Customer PPL Electric Utilities Corp. Cost of service, rate design,
Aliance PPLICA taniff issues and transmission
service charge.
1004 04S-164E CO CFé&l Steel Company, Climax Public Service Company Cost of service, rate design,
Mines of Colorado Imemuptible Rates.
0305  CaseNo. KY Kentucky Industrial Kentucky Utilites Environmental cost recovery.
200400426 Utility Customes, Inc. Louisville Gas & Electric Co.
. Case No.
200400421
06/05  050045-El FL South Florida Hospital Florida Power & Retai cost of service, rate
and Healthcare Assoc. Light Company design
0705  U-28155 LA Louisiana Public Entergy Louisiana, Inc. Independent Coordinator of
Service Commission Staff Entergy Gulf States, Inc. Transmission — Cost/Benefit
0905  CaseNos. WVA West Virginia Energy Mon Power Co. Emvironmental cost recovery,
05-0402-E-CN Users Group Potomac Edison Co. Securitization, Financing Order
050750€-PC
0106 200500341 KY Kentucky Industrial Kentucky Power Company ~ Cast of service, rate design,
Utifity Customes, Inc. fransmisslon expenses, Congestion
Cost Recovery Mechanism
0306 U-22092 LA Louisiana Public Service Entergy Gulf States, Inc. Separation of EGS! into Texas and
Commission Staff Louiglana Companies.
0406 U-25116 LA Louisiana Public Service Entergy Louisiana, Inc. Transmission Prudence Investigation
Commission Staff
06/06  R-00061346 PA Duquesne Industrial Duquesne Light Co. Cost of Service, Rate Design, Transmission
C0001-0005 Intervenors & IECPA Service Charge, Tariff Issues
1 0606  RL00061366 Met£d Industrial Energy Metropolitan Edison Co. Generztion Rate Cap, Transmisslon Service
R-00061367 Users Group and Penelec Pennsylvania Electric Co. Charge, Cost of Service, Rate Design, Tariff
P-00062213 Industrial Customer Issues
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P-00062214 Alliance
0706 U-22092 LA Louisiana Public Service Entergy Gulf States, Inc. Separation of EGSI into Texas and
Sub Commission Staff Louisiana Companies.
0706  CaseNo. KY Kentucky Industrial Kentucky Utiities Environmental cost recovery.
200600130 Utility Customers, Inc. Louisvile Gas & Electric Co.
Case No.
200600129
08/08 CaseNo. VA 01d Dominion Committse Appalachian Power Co. Cost Allocation, Allocation of Rev Incr,
PUE-2006-00065 For Fair Utility Rates Off-System Sales margin rate treatment
0806  ED1M5A- AZ Kroger Company Arizona Public Service Co. Revenue atllocation, cost of service,
050816 rate design.
1106 Doc.No. CT Comecticut Industrial Connecticut Light & Power Rate unbundiing issues.
97-01-15RE02 Energy Consumers United Iluminating
0107 CaseNo. WV West Virginia Energy Mon Power Co. Retail Cost of Service
06-0960-E-42T Users Group Potomac Edison Co. Revenue apportionment
. 07 U-20764 LA Louisiana Public Service Entergy Gulf Stetes, Inc. Implementation of FERC Decision
Commission Staff Entergy Lousiana, LLC Jurisdictional & Rate Class Allocation
0507 CaseNo. OH Ohio Energy Group Ohio Power, Columbus Environmental Surcharge Rate Design
07-83€L-UNC Southem Power
0507  R00049255 PA PPA&L Industrial Customer PPL Electric Utilities Corp. Cost of servive, rate design,
Remand Alliance PPLICA tariff issues and transmission
service charge.
0607  R00072155 PA PP&L Industrial Customer PPL Bectric Utiitias Comp. Cast of service, rate design,
Alliance PPLICA taiff issues.
o077 Doc.No. CO Gateway Canyons LLC Grand Valley Power Coop. Distribution Line Cost Allocation
07F-037E
09/07 Doc.No. Wi Wisconsin Industrial Wisconsin Electric Power Co.  Cast of Service, rate design, tariff
05-UR-103 Energy Group, Inc. Issues, intesrupfible rates,
1107  ER074682-000 FERC Louisiana Public EntergyServices, Inc. Proposed modifications to
: Service Commission and the Entergy Operating System Agreement Schedule MSS-3.
Staff Companies Cost functionalization issues.
1708 Doc.No. WY Cimarex Energy Company Rocky Mountain Power Vintage Pricing, Marginal Cost Pricing
20000-277-ER07 (PacifiCorp) Projected Test Year
1/08 CaseNo. OH Ohio Energy Group Ohio Edison, Toledo Edison Class Costof Service, Rate Restructuring,
07-551 Cleveland Electric llluminating  Apportionment of Revenue Increase to
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Rate Schedules
208 ER07956 FERC Louisiana Public Entergy Services, Inc. Entergy’s Compliance Filing
Service Commission and the Entergy Operating System Agreement Bandwidth
Staft Companies Calculations.
2108 Doc No. PA West Penn Power West Penn Power Co. Defautt Service Plan issues.
P-00072342 Industrial Intervenors
08 DocNo. AZ Kroger Company Tucson Electric Power Co. Cost of Service, Rate Design
E-01933A-05-0650
0508 080278 wv West Virginia Appalachian Power Co. Expanded Net Energy Cost“ENEC”
EGI Energy Users Group American Electric Power Co.  Analysis.
608 CaseNo. OH Ohio Energy Group Ohio Edison, Toledo Edison Recovery of Deferred Fuel Cost
08-124-EL-ATA Cleveland Blectric liluminating
708 DockstNo. UT Kroger Company Rocky Mountaln Power Co. Cost of Service, Rate Design
0703593
08/08 Doc.No. WI Wisconsin Industrial Wisconsin Pawer Cost of Service, rate design, tariff
6680-UR-116 Energy Group, Inc. and Light Co. Issues, Interruptible rates.
0908  Doc.No. WI Wisconsin Industrial Wisconsin Public Cost of Service, rate design, tariff
6690-UR-119 Energy Group, Inc. Sarvice Co. lssues, Interuptible rates.
09/08 Case No. OH Ohio Energy Group Ohio Edison, Toledo Edson  Provider of Last Resort Competithve
08-936-EL-SSO Cleveland Electric lluminating  Solickation
09/08 Case No. OH Ohio Enegy Group Ohio Edison, Toledo Edison  Provider of Last Resort Rate
08-935€L-SSO Cleveland Electric liuminating  Plan
09/08 Case No. OH Ohio Energy Group Ohio Power Comparny Provider of Last Resort Rate
08-917-EL-SSO Columbus Southem Pawer Co. Plan
08-918-EL-SSO
1008 200800251 KY Kentucky Industrial Utility Louisville Gas & Electiic Co.  Cost of Service, Rate Design
200800252 Customers, Inc. Kentucky Utifties Co.
1108 081511 wv West Virginia Mon Power Co. Expanded Net Energy Cost "ENEC’
: EG Energy Users Group Potomac Edison Co. Analysis.
1108  M-2008- PA Met-Ed Industrial Energy Metropolitan Edison Co. Transmission Service Charge
2036188, M- Users Group and Penelec Pennsyivania Electric Co.
2008-2036197 Industrial Customer
Alliance
0109  ER08-105 FERC Louisiena Public Entergy Services, Inc. Entergy’s Compliance Filing
Service Commission and the Entergy Operating System Agreement Bandwidth
Companies Calculations.
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01109  ED1345A- AZ Kroger Company Arizana Public Service Co. Cost of Service, Rate Design
080172
0209 200800409 KY Kentucky Industrial Utility East Kentucky Power Cost of Service, Rate Design
Customers, Inc. Cooperative, Inc.
5/09 PUE-2009 VA VA Committee For Dominion Virginia Transmission Cost Recovery
00018 Falr Utifity Rates Power Company Rider
509 090177- WV West Virginia Energy Agppalachian Power Expanded Net Energy Cost
EGI Users Group Company *ENEC’ Analysis
609 PUE-2009 VA VA Committee For Dominion Vinginia Fuel Cost Recovery
00016 Fair Utility Rates Power Company Rider
6/09 PUE-2009 VA Old Dominion Committee ~ Appatachlan Power Fuel Cost Recovery
{00038 For Fair Utlity Rates Company Rider
7109 080677-El FL South Florida Hospital Florida Power & Retail cost of service, rate
and Healthcare Assoc. Light Company design
809 U-20925 LA Louisiana Public Service Entergy Loufsiana Intemgptible Rate Refund
(RRF 2004) Commission Staff LLC Settiement
909 09AL-299E CO CF&| Steel Compary Public Service Company Energy Cost Rate issues
Climax Motybdenum of Colorado
9/09 Doc. No. Wi Wisconsin Industrial Wisconsin Electric Power Co.  Cost of Service, rate design, tariff
05-UR-104 Energy Group, Inc. Issues, Interruptible rates.
9/09 Doc.No. W Wisconsin Industrial Wisconsin Power Cost of Service, rate design, tariff
6680-UR-117 Energy Group, Inc. and Light Co. lssues, |ntemupiible rates.
1009  DocketNo. UT Kroger Compary Rocky Mountain Power Co. Cost of Service, Allocation of Rev Increase
09-035-23
1009  (09AL-299E CO CF&! Steel Company Public Service Company Cost of Service, Rate Design
Climax Molybdenum of Colorado
109  PUE-2009 VA VA Committee For Dominion Virginia Cost of Sarvice, Rate Design
<0019 Fair Utility Rates Power Company
1109 091485 WV West Virginia Mon Power Co. Eiparded Net Energy Cost ‘ENEC*
EP Energy Users Group Potomac Edison Co. Analysis.
1209 Case No. OH Ohio Energy Group Ohio Edison, Toledo Edison Provider of Last Resort Rate
03-906-EL-SSO Cleveland Electric Iluminating Plan
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1209 ER09-1224 FERC Louisiana Public Entergy Services, Inc. Entergy’'s Compéiance Filing
Service Commission and the Entergy Operating System Agreement Bandwidth
Companies Calculations,
12109 CaseNo. VA Old Dominion Committee Appalachian Power Co. Cost Allocation, Allocation of Rev Increase,
PUE-2009-00030 For Fair Utility Rates Reate Design
210 DocketNo. UT Kroger Company Rocky Mountain Power Co. ~ Rate Design
0903523 .
310 CeseNo. WV West ngnia Energy Mon Power Co. Retail Cost of Service
09-1352-E42T Users Group Potomac Edison Co. Revenue apportionment
310 E01S/ MN Large Power Intervenors Minnesota Power Co. Cost of Service, rate design
GR09-1151
410 EL0361 FERC Louisiana Public Service Entergy Services, Inc. System Agreement Issues
‘ Service Commission and the Entergy Operating Related to off-system sales
Companies
410 200900459 KY Kentucky Industrial Kentucky Power Company Cost of service, rate design,
Utility Customers, Inc. : fransmission experses.
410 200300548 KY Kentucky Industrial Utility Louisvile Gas & Electric Co. Cost of Sesvice, Rate Design
200900549 Customers, Inc. Kentucky Utities Co.
710 R2010- PA Phiadelphia Area Industrial PECO Energy Comparry Cost of Service, Rate Design
2161575 Energy Users Group
0910 201000167 KY Kentucky Industrial Utility East Kentucky Power Cost of Service, Rate Design
Customers, Inc. Cooperative, Inc.
0910  10M-245e CO CF&I Steel Company Public Service Company Economic Impact of Clean Arr Act
Climax Molybdenum of Colorado
1110  10069% WV West Virginia Energy Appalachian Power Cost of Service, Rate Design,
E42T Users Group Company Transmission Rider
1110 Doc.No. Wi Wisconsin Industrial Northem States Power Cost of Service, rate design
4220-UR-116 Energy Group, Inc. Co. Wisconsin
1210  10A-SH4EG CO CFé&l Steel Company Public Service Company Demand Side Management
Climax Molybdenum Issues
1210  10-2586-EL- OH Chio Energy Group Duke Energy Ohio Provider of Last Resort Rate Plan
SSO Electric Security Plan
n 20000-384- WY Wyoming industrial Energ Rocky Mountain Power Electric Cost of Service, Revenue
ER-10 Consumers v Wyoming Apportionment, Rate Design
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Kentucky Industrial Utility Big Rivers Electric Cost of Service, Rate Design
Customers, Inc. Corporation
Kroger Company Rocky Mountain Power Co. Class Cost of Sesvice
VA Commitiee For Dominion Virginia Fuel Cost Recovery Rider
Falr Utility Rates Power Company
Louisiana Public Service Entergy Gu¥f States, inc. Entergy System Agreement - Successor
Commission Staff Entergy Loutsiana, LLC Agreement, Revisions, RTO Day 2 Market
Issues
Ohio Energy Group Ohio Power Company Electric Security Rate Plan,
Columbus Southem Power Co.  Provider of Last Resort Issues
Oid Dominion Committee Appalachian Power Co. Cost Allocation, Rate Recovery
For Fair Utility Rates of RPS Costs
Kentucky Industrial Utility Louisvile Gas & Electric Co. Environmental Cost Recovery
Consumers Kentucky Utilities Company
Ohio Energy Group Ohio Power Company Blectric Security Rate Plan,
Columbus Southem Power Co.  Stipulation Support Tesimony
West Vinginia Mon Power Co. Energy Efficlency/Demand Reduction
Energy Users Group Potomac Edison Co. Cost Recovery
West Virginia Mon Power Co. Expanded Net Energy Cost “ENEC’
Energy Users Group Potomac Edison Co. Analysis.
Kroger Company Asizona Public Service Co. Decoupling
Kroger Company Arizona Public Service Co. Cost of Service, Rate Design
Kentucky Industrial Utility Kentucky Power Company Environmental Cost Recovery
Consumers
Kestucky Industrial Utiiity Big Rivers Electric Cost of Service, Rate Design
Customers, Inc. Corporation
Ohio Energy Group Ohio Power Company Electric Security Rate Plan
Interruptible Rate Issues
Old Dominion Commitiee Appalachian Power Fuel Cost Recovery
For Fair Utillty Retes Company Rider
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6/12 1200012 TN Eastman Chemical Co. Kingsport Power Demand Response Programs
12-00026 Air Products and Chemicals, Inc.  Company
6/12 DocketNo. UT Kroger Company Rocky Mountain Power Co. Class Cost of Servica
11-035-200 ’
6/12 120271 WV West Virginia Energy Appalachian Power Energy Efficiency Rider
E-GI-EE Users Group Company
612 120339 WV West Virginia Energy Appalachian Power Expanded Net Energy Cost ("ENEC")
EP Users Group Company
m2 12001561 FL South Florida Hospital Florida Power & Retail cost of service, rate
and Healthcare Assoc. Light Company design
72 201100063 KY Kentucky Industrial Utllity Big Rivers Electric Environmental Cost Recovery
Customers, Inc. Corporation
812 CaseNo. KY Kentucky Industrial Utility Kentucky Power Company Real Time Pricing Tariff
2012-00226 Consumers
9/12 ER12-1384 FERC Louisiana Public Service Entergy Servicas, Inc. Entergy System Agreement, Cancelled
Commission Plant Cost Treatment
912 201200221 KY Kentucky Industrial Utlity Louisville Gas & Electric Ca. Cost of Service, Rate Design
201200222 Customers, Inc. Kentucky Utilities Co.
112 1211238 WV West Virginia Mon Power Co. Expanded Net Energy Cost
EGI Energy Users Group Potomac Edison Co. Recovery Issues
1212  U-209764 LA Louisiana Public Service Entergy Gulf States Purchased Power Contracts
Commission Staff Loufsiana
1212  EL0961 FERC Louisiana Public Service Entergy Services, Inc. System Agreement Issues
Service Commission and the Entergy Operating Related fo off-system sales
Companies Damages Phase
1212 EQ1933A- AZ Kroger Company Tucson Electric Power Co. Decoupling
12-0291
113 12-1188 wv West Virginia Energy Appalachian Power Securifization of ENEC Costs
EPC Users Group Company
413 121571 wv West Virginia Mon Pawer Co. Generation Resource Transltion
EPC Energy Users Group Potomac Edison Co. Plan Issues
413 PUE-2012 VA Old Dominien Committee Appalachian Power Generation Asset Transfer
00141 For Fair Utility Rates Company Issues
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w West Virginla Energy Appalachian Power

Users Group Company
LA Louisiana Pubfic Service Entergy Gulf States, Inc.

Commission Staff Enlergy Louisiana, LLC

Generation Asset Transfer
Issues

MISO Joint Implementation Plan
Issues
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U.S. Energy Information January 2013
ela Administration

Levelized Cost of New Generation Resources
in the Annual Energy Outlook 2013

This paper presents average levelized costs for generating technologies that are brought on line
in 2018 as represented in the National Energy Modeling System (NEMS) for the Annual Energy
Outlook 2013 (AE02013) Early Release Reference case.? 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.?> 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. * 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 profected 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

12018 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.

? The full report is available at http://www.eia.gov/forecasts/aeo/er/index.cfm.

% The specific assumptions for each of these factors are given in the Assumptions to the Annual Energy Outlook,
available at hitp://www.eia.doe.gov/oiaf/aeofindex.itml.

® 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 | 2018 Levelized Costs AEO 2013



Docket No. 130040-El
AEO 2013 Levelized Costs
Exhibit SUB-2, Page 2 of §

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
nbndispatchable 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
generally 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 the tables 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 AEO2013 reference case a 3-
percentage point increase in the cost of capital is added when evaluating investments in

U.S. Energy Information Administration | 2018 Levelized Costs AEO 2013
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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 (CO,) 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 aresult, the levelized capital costs of coal-fired
plants without CCS are higher than would otherwise be expected.

Some technologies, nbtably 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 | 2018 Levelized Costs AEO 2013
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Table 1. Estimated levelized cost of new generation resources, 2018

U.S. average levelized costs (2011 $/megawatthour) for plants entering
service in 2018

Capacity levelized Fixed Variable O&MV  Transmission Total system

Plant type factor (%) Capitalcost O&M  (including fuel) Investment levelized cost
Dispatchable Technologies
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
Conventional Combined Cycle 87 15.8 1.7 484 1.2 67.1
Advanced Combined Cycle 87 17.4 2.0 45.0 1.2 65.6
Advanced CC with CCS 87 34.0 4.1 54.1 1.2 93.4
Conventional Combustion 30 44.2 2.7 80.0 34 130.3
Turbine )
Advanced Combustion 30 30.4 2.6 68.2 34 104.6
Turbine
Advanced Nuclear 90 834 11.6 12.3 11 108.4
Geothermal 92 76.2 12.0 0.0 14 89.6
Biomass 83 53.2 14.3 42.3 1.2 111.0
Non-Dispatchable Technologies
) Wind 34 70.3 13.1 0.0 3.2 86.6
Wind - Offshore 37 1934 224 0.0 5.7 221.5
Solar PV* 25 1304 9.9 0.0 4.0 144.3
Solar Thermal 20 214.2 41.4 0.0 5.9 261.5
Hydro® 52 78.1 4.1 6.1 2.0 90.3

! Costs are expressed in terms of net AC power available to the grid for the installed capacity.
2ps 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 Include targeted tox credits such os the production or investment tax credit available for

A some technologies, which could significantly affect the levelized cost estimate. For example,new 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 (511 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 | 2018 Levellzed Costs AEO 2013
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Table 2. Regional variation in levelized cost of new generation resources, 2018

Range for total system levellzed costs (2011 $/megawatthour)
for plants entering service in 2018

Plant type Minimum Average Maximum
Dispatchable Technologies

Conventional Coal 89.5 100.1 1183
Advanced Coal 112.6 123.0 137.9

. Advanced Coal with CCS 123.9 135.5 152.7

_Natural Gas-fired
Conventional Combined 62.5 67.1 78.2
Cycle
Advanced Combined 60.0 65.6 76.1
Cycle '

_____Advanced CC with CCS 87.4 934 107.5
Conventional 104.0 1303 ' 149.8
Combustion Turbine
Advanced Combustion 90.3 104.6 119.0
Turbine

Advanced Nuclear 104.4 108.4 115.3
Geothermal 814 89.6 . 100.3
Biomass 98.0 111.0 130.8
Non-Dispatchable Technologies

Wind 73.5 86.6 ] 99.8
Wind - Offshore 183.0 221.5 294.7
Solar PV* 112.5 144.3 2244
Solar Thermal 190.2 2615 417.6
Hydro® 58.4 90.3 149.2

X Costs ore expressed in terms of net AC power ovolloble 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 calculoted based on the capacity foctor for the
marginal site modeled In each region, which can vary significantly by region. The capacity foctor ranges for these
technologies are as follows: Wind — 30% to 39%, Wind Offshore ~ 33% to 42%, Solor PV- 22% to 32%, Solor Thermal —-
11% to 26%, and Hydro — 30% to 65%. The levellzed costs are olso affected by regional variations in construction labor
rates ond capitol costs as well as resource availability.

Source: U.S. Energy Information Administration, Annual Energy Outlook 2013, December 2012, DOE/EIA-0383(2012)

U.S. Energy Information Administration | 2018 Levelized Costs AEO 2013
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PREFACE

This project was jointly assigned to the NARUC Staff Subcommittees on
Electricity and Economics in February, 1985. Jack Doran, at the California PUC had 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 first book. “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 from 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 primer on the subject for new em-
ployees yet offer enough substance for experienced witnesses.

O It must be comprehensive yet fit in one volume.

O The writin le should be non-judgmental; not advocating any one particular
method bu% ging to include all émrge!xnxtly used methods witﬁ przs andp:;:s.
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Itis with extreme gran(ude that T acknowledge the energy and dedicatiori contrib-
uted by the following task force. mcmbe:s over the last five years.

Stevén Minte, Depamnent of Energy, Editor; Joe Jenkins, Florida PSC, Leadet,
'Embedded Cost Working Group; Sarah Voll, New: Hampshire PUC, Leader, Marginal
Cost Wotking Group; Victoria Jow, California PUC; John A. Andcrson, ELCON; Jess
Galura, Sacramento MUD:; Chris Danforth, California PUC; Alfred Escamilla, Southemn
California Edison; ByronHarm ‘West Virginia CAD Steve Houle, Texas. Unhty Elec-
tric Co.; Kevin Kelly, formally NRRI; Larry Klapow California PUC; Jim Ketter PE.,
- Missouri PSC; Ed Lucero; Price Watethouse; J. Robert Malko, Utah: State UmVCl'SlW,
George. McCluskcy. New Hampshirée PUC; Marge Meeter, Florida PSC; Gordon Mur-
‘dack, The FERC; Dennis nghtmga[e, North Carolina UC; John: Orecchxo, The FERC;.
Catl Silsbee, Southern California Edison; Ben Turrier, North Carolina UC; Dt: George
Parkins, Colorada PUC; Warren Wendlmg. Colorado PUC; Schef Wright, formally Flot-
ida PSC IN MEMORIAL Boh Kennedy Jt., Arkansas PSC.

J uhan Ajello
Cahforma PUC
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CLASSIFICATION AND ALLOCATION OF
DISTRIBUTION PLANT

DiStIibut,ion plant equipment reduces high-voltage energy from the transmission
system to lower voltages, delivers it o the customer and monitors the amounts of energy
used by the customer.

Distribution facilities provide service at two voltage levels: primary and secon-
dary. Primary voltages exist between the substation power transformer and smaller line
transformers at the customer'’s points of service. These voliages vary from system to sys-
tem and usually range between 480 volts to 35 KV.. In the last few years, advances in
equipment and cable technology have permitted the use of higher primary distribution
voltages. Primary voltages are reduced to mote usable secondary voltages by smaller
line transformers installed at customer locations along the primary distribution circuit.
However, some large industrial customers may choose to instzll their own line transform-
ers and take service at primary voltages because of their large electrical requirements.

In some cases, the utility may choose to install a transformer for the exclusive use
of a single commercial or industrial customer. On the other hand, in service areas with
high customer density, such:as housing tracts, a line transformer will be installed to serve
many customers. In this case, secondary voltage lines run from pole-to-pole or from
handhole-to-handhole, and each customer is served by a drop tapped off the secondary:
line leading directly to the customer’s premise.

L COST ACCOUNTING FOR DISTRIBUTION PLANT AND
EXPENSES

The Federal Energy Regulatory Commission (FERC) Uniform System of
Accounts requires separate accourits for distribution investment and expenses.
Distribution plant accounts are surmmarized and classified in Table 6-1. Distribution
expense accounts are summarized and classified in Table 6-2. Some utilities may
choose to establish subaccounts for more detailed cost reporting.

R — 8
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TABLE 6-1
| | CLASSIFICATION OF DISTRIBUTION PLANT"
FERC Uniform
System of ‘ Demand | Customer
Accounts No. Description ~ Related Relsted
Distribution Plant 2 |

360 [Land & Land Rights X X

361 |Structures & Improvenients X X
362 |Station Equipment X -
363 Storage Battery Bquipment X -
364 |Poles, Towers, & Fixtures X X
365 Overhead Conductors & quic&_s--- X X
366 Underground Conduit X X
367 Underground Conductars & Devices X X
368 Line Transformers’ X X .
369 Services - X
370 Meters : - X
371 Installations on Customer Premises - X
372 Leased Property on Customer Premiges | - X
373 |Street Lighting & Signal Systeins ! - -

' Assignment or “exclusive use* costs are assigned directly 1o the customer class or group which
exclusively uses such facilities. The remaining costs are then classified to the respertive cost camponens.

7’I!‘uax'nmm:sI)etvmencla::snt'u:lummayvm'y cansiderably. A study of the minirmun intercept
mm«wuawmmwmaumdemmmmnsmsmmdmw

and customer components.
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TABLE 6-2
CLASSIFICATION OF DISTRIBUTION E)PENSES‘
FERC Umform
System of o Dc_mand Customer
Accounts No. Description. | Related | Related
» Opemtlcn _

580 Operation Supervision & E_qggwenng X X
581 Load Dispatching X -
582 AStanon Bxpenses X -
583 Overhead Line. Bxpcnscs , X X
584 Underground Line Expenses X X
585 Street Lighting & Signal System Expenses ' - -
586 Meter Expenses: ' - X
587 Customer Installation Expenses: - X
588 Miscellaneous Distribution Expenses X X
589 Rents | X X

_ Maintensnce ® _

590 Maintenance Supervision & Engineering X X

591 Maintenance of Structures X X
592 Maintenance of Station Equipment X -
593 Maintenance of Overhead Lines X X
594 Maintenance of Underground Lines X X
595 Maintenance of Line Transformers. X X
596 | Maint. of Street Lighting & Slgnal Systems - -
597 Maintenance of Meters - X
598 | Maint. of Miscellaneous Distribution P}ants X X

nents.

! Direct assigranent or “cxclusive use® costs are assigned directly to the customer dlass or Broup -
which exclusively uses such facilities. The remaihing costs are then classified to the respective cost <ompo-

2The amaumts between <classifications may. vafycmsndaably A study of the mirimmom intercept
‘method or other appropriate methods should-be made to determine the relationships between the demand

and customer canponmzs.
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To ensure that costs are properly allocated, the analyst must first classify each ac-
count'as demand-related, customer-related, or a combination of both. ‘The classification
depends upon the analyst's -evaluation of how the casts in these accounts were, mcurred
In making this determination;, supporting data may be more important than. theoretical
‘considerations. '

Allocating costs to the. approptiate groups in a cost study requires a:special analy-
sisof the nature of distribution plant and expenses. This will ensure that costs are as-
signed to the correct functional groups for classification and allocation. As indicated in
Chapter 4, all costs of service can be identified as energy-related, demand-related; or cus-
tomer-related. Because there is no energy camponent of dnstribunon-relatcd costs, we
need consider-only the demand and customer components.

To recognize voltage level and use of facilities in‘the functionalization of distribu-
tion costs, distribution line cots must be's parated into overhead and underground, and
‘primary and secondary voltagé classifications. A typical functionalization and classifica-
tion of distribution plant would appear as follows:

Substations: Demand
Distribution:: Qverhead Primary
A Demand
Customer
Overhead Secondary.
Customer
Undexgound Primary
Customer.
Unc und Sécondary
emand :
Customer
Line Transformers
Demand’
Customer
Overhead
Demand

Customer

Services:

Underground

Customer
Customer
Customer
Customer:
Customer

Meters:

Street Lighting:
Customer Accounting:
Sals v '
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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. ‘ '

IL. DEMAND AND CUSTOMER CLASSIFICATIONS OF
DISTRIBUTION PLANT ACCOUNTS

V & hen 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 normally
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 primary plant account can be separately classified into a de-

. mand and customer component. Two methods are used to determine 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, as ap-
plicable) of facilities.

A. The Mini Size Method

Clasifying 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, transformer, and service that is currently installed
by the utility. Normally, the average book cost for each piece of equipment determines
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| the\pricc of all u1_st_alled umts Once detennmed for each pnmaxy plant account thc
: _tsmbution systcm {s classtfied as custqmer-related c.' !

1«"Ancoum3645- Poles. Towers, and l-‘ixtnm e

o Dctermme-the average mstalled baok east of thc muumum henght pole’ -
: currently being installed.

O Muluply the avetage ‘book cost by the number of pealm to find !he cus-:
7 tomer c:ompment Ba!anceuf plant acccunt is thc demand eomponem.

7‘2. Aecoum 365 Ovérhead Ccnductors and Devms _
0 De!enmne mzmmum stze cmductow cum:nﬂy bcmg mstalled

0 Mumply average mstslled book cost: pet mile of mxmmum size con- o
" ductor by the numiber of circuit miles 16 determirie the custorer com-
. ponent:’ Balance of plant account: is demand componcnt. (Nate two
' -conductors in: mmmmm sysmn )

3 Accounts 366 and 367 '(Jndel’gl'i’m!d Condmts, Conduclors, “d
v Devxm o

0 Detcrmm mmxmum swe mble cmrently bcmg utstalled

: O Mulupiy average mstalled book cost: per mile ¢ fmmirnum gizecable -

" by the circuit miles to détermine the customer éomponent. Balancs of

plant Account 367 is demand component, (Note:- one cable with -
und sheath is mmmumsystem ) Accmmt 366ccmduit is assigned,
don ratio of cable account::

O Mumply averagc installed book cost of minimum size transformer hy _
-~ number of transformers in plant account  to determine the customet
component, Balance af plant account is dcmand component

| _4 Account 368 Lm«a Transtorxnus

0 Dctermme mmunum size transformer cum:nﬁy being installed.
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O Multiply average installed book cost of minimum size transformer by
number of transformers in plant account to determine the customer
component.

S. Account 369 - Services

O Determine minimum size and average length of services currently be-
ing installed.

O Estimate cost of minimum size service and multiply by number of
services to get customer component. ‘

O 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.Ithinimnm:Im:n‘&pLMﬂhod

The minimum-intercept method seeks to identify that portion of plant related to
a hypothetical no-load or zero-intercept situation. This requires considerably 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, 365, 366, 367, and 368.

1. Account 364 - Poles, Towers, and Fixtures

O Determine the number, investment, and average installed book cost of
distribution poles by height and class of pole. (Exclude stubs for guy
ing.) .

O Determine minimum intercept of pole cost by creating a regression
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.

O Multiply minimum intercept cost by total number of distribution poles
to get customer component.
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2. Account 365 - Overhead Conductors and Devices

O 'Balance of pole investment is assigned to demand companent. .

O 'Total account dollars are assighed based on ratio of pole investment.
(Transformer platforms in Account 364 are all demand-related. Thiey
should be removed before determining the account ratio of customer-
and demand-related costs, and then they should be addnd to the de-

‘mand portion of Account 364.)

O If accounts are divided between primary and secondary voltages; de-
velop a customer component separately for each. The total invest-
ment is assigned to primary and secondary; then the customer
component is developed for each.. Since conductors generally are of
many types and sizes, select those sizes and types. whxch represent the
bulk of the investment in this awcmnt if appropriate,

O When developing the customer component, consider only the invest-
-ment in conductors, and not such devices as circuit breakers; insula-
tors, switches, etc. The investment in these devices will be assigned

" later between the customer and demand component, based on the con-
ductor assignment.

= Determine the feet, investmerit, and average installed book .
cost per foot for distribution conductors by size and type. 4

= Determine minimum intercept of conductor cost per foot using
cost per foot by size and type of conductor weighted by feet or
investment in each category, and developing a cost for the util~
ity's minimuin size conductor.

= Multiply minimum intercept cost by the total number of circuit:
feet times 2. (Note that circuit feet; not conductor feet, are
used to get customer compornent.)

~ Balarice of conductor investment is assigned to demand.

= Total primary or secondary dollars in the account, including
devices, are assigned to customer and demand components
based on conductor investrment ratio.

3. Accounts 366 and 367 - Underground Conduits, Conductors, and
Devices

O The customer demand component ratio is developed for conductors
and applied to conduits. Underground conductors aré generally
booked by type and size of conductor for both one~conductor (I/c) ca-
ble and three-conductor (3/c) cables. If conductors are booked by ¢
voltage, as between primary and secondary, a customer component is '

93
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developed foreach. If network and URD investments are ségregated,
a customer component must be developed for each.

O The conductor sizes and types for the customer component derivation
are restricted to 1/c cable. - Since thete are generally many types and
sizes of I/c cable, select those sizes and types which represent the bulk
of the investment, when appropriate.

= Determine the feet, investment, and average: installed book
cost per foot for. llc cables by size.and type of cable.

= Determine minimum intercept of cable cost per foot using cost
per foot by size and type of cable weighted by feet of invest-
ment in each category.

= Muitiply mininum mteme;n cost by the total number of circuit:
feet (I/c cable with sheath is considered a circuit) to get cus-
tomer component.

= Balance of cable investment is assigned to demand.

= Total dollars in Accounts 366 and 367 are assigned to customer
-and demand components based on conductor investment ratio.

4. Account 368 - Line Tra_nsfomers

© The line transformer account covers all sizes and voltages for single-
and three-phase transformers. Only single-phase sizes up to and in-
cluding 50 KVA should be used in developing the customer compo-
nents. Where more than one primary distribution voltage is used, it
may be appropriate to use the transformer price from one or two pre-
dominant, selected voltages.

= Determine the number, investment, and average installed book
cost per transformet by size.and type (voltagc)

« Determine zero intercept of transformer cost using cost per
transformer by type, weighted by number for each category.

=~ Multiply zero intercept cost by total number of line transform-
ers to get customer component.

~ Balance of transformer investment is assigned to demand com-
ponent.

= Total dollars in the account are assigned to..custome_r'and de-
mand components based on transformer investment ratio from:
customer and demand components.
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When selecting a method to classify distribution costs into demand and
customer costs, the analyst must consider several factors. The minimum-intercept
method can sometimes produce statistically unreliable results. The extension of the
regression equation beyond the boundaries of the data narmally will intercept the Y axis
at a positive value. In some cases, because of incorrect accounting data or some other
abnormality in the dats, the regression equation will intercept the Y axis at a negative
value. ‘When this happens, a review of the accounting data must be made, and suspect
data deleted.

“The results of the minimumn-size method can be influenced by several factors.
The analyst must determine the minimum siza for each piece of equipment: “Should the
minimum size be based uponthe minimum size equipment currently installed, histori-
cally installed, or the minimum size necessary to meet safety requirements?” The man-
ner in which the minimum size equipment is selected will directly affect the percentage
of costs that are classified as demand and customer costs.

Cost analysts disagree on how much of the demand costs should be. allocated to
customers when the minimum-size distribution method is used to classify distribution
plant. ' When using this distribution method, the analyst must be aware that the minimum- -
size distribution equipment has a certain load-carrying capabllny, which can be viewed as .
a demand-related cost.

When allocating distribution costs determined by the minimum-size method,
some cost analysts will argue that same customer classes can receive a disproportionate:
share of demand costs, Their rationale is that customers are allocated a share of distribu-
tion costs classmed as demand-related. Then those customers receive a second layer of
demand costs that have been mislabeled customer costs because the minimum-size
method was-used to classify those costs.

Advocates of the minimurm-intercept method contend that this problem does not

exist when using their method. The reason is that the customer cost derived from the
minimum-intercept method is based upon the zero-load intercept of 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. of minimum-gystem versus the
zero-intercept classification schemes will affect the major distribution-plant accounts for
FERC Accounts 364 through 368. Several other plant accounts remain to be classified.
While the elassification of the following distribution-plant accounts is an important step, :.
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it is not as controversial as the classification of substations, poles, transformers, and
conductors:

1. Account 369~ Services

This account is generally ¢lassified as customer-related. Classification of setvices
may also include.a demand component to reflect the fact that larger customers will re-
quire more costly service drops:

2. Account 370 - Meters

Meters are generally classified on a customer basis. However, they may also be
classified using a demand component to show that largcr-usage customers require more
expensive metering eqmpment.

3. Account 371 - Iustallations on Customer Premises

This account is generally classified as customer-related and is often directly as-
signed.. The kind of equipment in this account often influences how this account is
treated. The equipment in this account is owned by the utility, bat is located on the cus--

tomer’s side of the meter. A utility will often include area lighting equipment in this ac-

count and assign the investment directly to the lighting customer class:

4.. Account 373 - Street Lighting and Signal Systems

This account is generally customer-related and is directly assignied to the street
customer class.

III. ALLOCATION OF THE DEMAND AND CUSTOMER
COMPONENTS OF DISTRIBUTION PLANT

Asier contpleting the classification of distribution plant accounts, the next major-
stepin the cost of service procass is to allocate the classified costs. Generally,
determining the distribution-demand allocator will require more data and analysis than

determining the customer allocators. Following are procedures used 1o calculate the
‘dernand and customer allocation factors.

There are several factors to consider when allocating the demand components
of distribution plant. Distribution facilities, from a design and operational perspective,
are installed primarily to meet localized ares loads. Distribution substations are designed

‘to meet the maximum load from the distribution feeders emanating from the substation.
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i allocate the demami eomponent of dnstnbutton phm (whether cmkomer class NCPs or
| - the summation of individual customer maximum demands) depends-on the lcad dwexs:ty
"that 1s presem at the eqmpment fo: be allcmted 'I'he load divexslty at dfsttlbu!lon '

costs, some excepnonaexnst, 3

. 5 maust lcnow the dslgn and operatxoml ¢ s

o ﬁrst level starts-at the distribution subsxanon, and the last level enids at the ¢ustomer’ s me- :
" fers. Power losses occirr at each level and should be included in the demand allocators.

| . demand allocator be aware that some customcrs take semceat dxffercnt voltagc levels,

. these facilities are included in the-allocator. For example, the loads of customers who
- takeservicé at transm:ss;on Jevel should not be reflected in the distribution substation ot
- primary demand alloeator. - Similarly, Whenanalys?sdevelop the allocator for secondary

o should not bc mcludcd

dsmbuuon faedezs the dnstrxbut:on L .

Snmnlarly, when desxgmng pmnarymd _f_ or

»’_'>.the customer s :loade at the ;xunary - and: secondary«dxsmbutxon semoe lcvc]s Local
. '”I_:=.mea loads are the mjor factors in sxzmg dxsmbni:on equipment. Consequcntly,

T Although theee are the mexhods norma;lly used for the al!oeshon of dtstnbutxon demand

© 7 Thelcad dwersny dxffmenc:s for some utihtm at the tm;smxsslon and d:strﬂm—
Lo tmn subﬂatxon !cvels may not be large,; Ccmquenﬂy sqme large dxstnhmon substa-

- tetis ‘us of 'the‘dxsmbution systém, aé well - 3
as the demand lossw at each level ofthe dxstnbunon systé.m s : 1
: As prevxously mdmted the dr.stnbuuon system constsis of sevcral levels. The

- Power losses are mcorporated into the demnand allocators by showing different demand
 'loss factors at each predominant voltage level. The demand Joss factor used to develop -

: »the prunary-dxslnbutioa demand allocatol will be slightly: larger than the demand loss fac- -

" torused 16 develop the secondary demand allocator. When developing the distribution

o Cost analysis developing the allocatnr for distribution of substahons ot prifiaty
i demand facilities must ensure that only the loads of those customers who benefit from

 demand facilities, the loads for customers served by the pnmary distribution system

Unhuw can gathcr load data to dcvclop demand aﬂocators enher through their
. load research program or their tmfo:m:r load management: program In most cases, the: -t
loadrwcarchprogramgaﬂle:sdatafrommctasmmecustomus premises. A more ]
o complex procedure is. to use the tmmfomer load managmcm program : : b
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This procedure involves simulating load profiles for the various classes of equip-
‘ment on the distribution system.. This provides information on the nature of the load di-
versity between the customer and the substation, and its effect on equipment cost.
Determining demand allocators through simulation provides'a first-order load approxima-
tion, which represents the peak load for each type of distribution equipment.

The concept of peak load or "equipment peak” for each piece of distribution
equipment can be understood by considering line transformers. If a given transformer’s
loading for each hour of a month ¢4n bé calculated, a transformer load curve can be de-
veloped. By knowing the types of customers connected to each load management trans-
former, a simulated transformer load profile curve can be developed for the system. This
can provide each customer's class demand at the time of the transformer’s peak load.
Similarly, an equipment peak can be defined for equipment at each level of the distribu-
tion system. Although the equipment peak obtained by this method may not be ideal it
will closely approximate the actual peak. Thus, this method should reflect the different
Ioad diversities among customers at each level of the distribution system. An illustration
of the simulation procedure is provided in Appendix 6-A-

B. Allocation of Customer-Related Costs

thn the demand-customer classification has been completed, most of the
assumptions will have been made that afféct the results of the completed cost 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 weightmgs and
adjustments. Weighting factors reflect differences in characteristics of customers within
a given class, or between classes. Within a class, for instance, we may want to give more
weighting of a certain plant account to rural customers, as compared to urban custamers.
The metering account is a clear example of an account requiring weighting for differ-
ences between classes. A metering arrangement for a single industrial customer may be
20 to 80 times as costly as the metéring for one residential customer,

While custamer allocation factors should be weighted to offset differences among
various types of customers, highly refined weighting factors or detailed and time consum-.
‘ing studies may not seem worthwhile.. Such factors applied in this final step of the cost
study may affect the final results much less than such basic assumptions as the demand-
allocation method or the technique for determining demand-customer classifications.

Expense allocations generally are based on the comparable plant allocator of the
various classes. For instance, maintenance of overhead lines is generally assumed to
be directly related to plant in overhead conductors and devices. Exceptions to this rule
will occur in some accounts. Meter expénses, for example, are often a function of
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sintenance and testing schedules related Tore to revenue pet customer thart {2 e

of the meters themselves.
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PRESENT RATE STRUCTURE TAMPA ELECTRIC COMPANY PAGE 1
PROD. CAP. ALLOC. METHOD: 12CP & 1/13th AD ALLOCATED CLASS COST OF SERVICE & ROR STUDY
PROJECTED CALENDAR YEAR 2014; FULLY ADJUSTED DATA (000's) -

MINIMUM DISTRIBUTION SYSTEM (MDS) EMPLOYED
SUMMARY - CLASS ROR'S & REVENUE REQUIREMENTS -ROR

UNE - FPSC Ls Ls ALLOC
NO. JURIS RS GS GSD IS ENERGY FACILITIEES FACTOR
1 QPERATING REVENUES
2 Sales Revenue 907,769 480,649 57,954 290,678 28,538 5,487 35484
3 Other Revenues 42,895 30,468 3,310 8,165 516 358 60
4
5 TOTAL OPERATING REVENUES 950,664 520,115 61,264 298,841 28,054 5,825 35,564
6
7
8 QPERATING EXPENSES
9 Power Transactions 9,301 4,350 621 3,893 428 112 -
10 O8M BExpense 354,533 210,165 24,525 101,33 8,330 2,379 7,744
1 Deprec & Amortiz Expense 233,881 133,049 14,865 67,914 4,846 1,092 11,413
12 Texes Other than Incyme 65,769 38,105 4,169 19,678 1,380 37 2,100
13 \ncome Taxes 77,391 32,570 4,548 30,274 4,773 575 4,650
1 GainKLoss) on Dispasal (132) {75) C] (40) 3) ) 4)
15
16 TOTAL OPERATING EXPENSES 740,763 419,083 48,639 223,110 19,552 4,495 25,903
17
18 '
19 NET OPERATING INCOME 209,801 101,052 11&625 75,731 9,602 1,330 9,861
20 .
21
22 AT :
23 Plantin Service 6,508,194 3,724,688 407,918 1,892,891 135,715 31,587 213,388
24 Plant Held for Future Use 35,409 19,858 2128 12,517 784 c122 -
25 Workir;g Capital 61,119 24,389 3,147 30,050 3,789 1,015 (1.251)
28 Construction Work in Progress 174,146 95,030 10,557 62,839 4,910 476 334
27 Less: Oepreciation Reserve 2,438,894 1,397,868 153,242 718,835 49,666 12,488 104,608
28
23: TOTAL RATE BASE 4,339,974 2|465.007 270|507 1,379,462 96|512 20,712 107,78&
31
2
a3 RATE OF RETURN (%) 484 4.10 4.67 5.49 9.85 6.42 8.96
M
35 RATE OF RETURN INDEX 1.00 0.85 0.97 1.14 208. 133 1.85
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PRESENT RATE STRUCTURE Tmi’l ELECTRIC COMPANY PAGE 2
PROD. CAP. ALLOC. METHOD: 12CP & 113th AD ALLOCATED CLASS COST OF SERVICE & ROR STUDY
PROJECTED CALENDAR YEAR 2014; FULLY ADJUSTED DATA . (000°s)

MINIMUM DISTRIBUTION SYSTEM (MDS) EMPLOYED
SUMMARY - CLASS ROR'S & REVENUE REQUIREMENTS - ROR

LINE FPSC LS Ls ALLOC
NO. JURIS RS G8 GSD IS ENERGY FACIUTIES FACTOR
Less:
Long Term Debt 1.90% 1.60% 1.80% 1.90% 1.90% 1.90% 1.90%
Short Term Debt 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01%
Doferred Revenue 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
CQustomear Deposits 0.06% 0.06% 0.06% 0.06% 0.06% 0.06% 0.06%
Preterred Stock 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Tax Credits 0.02% 0.02% 0.02% 0.02% 0.02% 0.02% 0.02%
Subtolal 1.99% 1.99% 1.99% 1.89% 1.99% 1.98% 1.99%
WId Retsm on Equity 285% 2.11% 2.68% 3.50% 7.96% 443% 6.97%
Equity Ralld 4223% 42.23% 4223% 42.23% 42.23% 42.23% 42.23%
RETURN ON EQUITY 6.74% 4.99% 6.34% 8.29% 18.85% 10.49% 18.61%
<} DEVELOPMENT OF REVENUE REQUIREMENTS
a7 Total Rete Base 4,339,974 2,465,097 270,507 1,379,462 85,512 20,712 107,783
38 Total Cast of Capital 6.74% 6.74% 6.74% 6.74% 6.74% 6.74% 6.74%
3 (@ 11.25% ROE)
40 Total Required Net Operaling Incame 292,514 166,208 18,232 92,976 6,438 1,396 7,265
41
42 Less: Achieved Nel Operating Income 208,901 101,052 12,625 75,731 9,502 1,330 9,661
43
44 Equals: Retum Deficiency{Surplus) 82,613 65,156 5,607 17,244 (3,084) 66 (2,396)
45 Times: Expansion Factor 1.6322 1.6322 1.6322 1.6322 1.6322 1.6322 1.6322
48 -
:: Equals: Revenue Deficiency/ (Surplus) 134._641 106,348 9,151 28,146 (5& 108 {3.01 12
49 Plus: Revenues @ Presert Rates 950,664 520,115 61,264 296,841 29,054 5,825 35,564
50
51 Equals: Total Revenue Requirements 1,085,505 626,463 70416 328,987 24,052 5,933 31,653
52 Less: Other Revenues (42.895) (30,466) {3.310} (8.165) (516) {358) (80)
53
54 Equals: Total Sales Revenue Requirements 1,042,610 595,697 67,105 318,822 23,536 5,575 31,573
55
56 Sales Revenue Requirements Index 0.87 0.82 0.88 0.91 1.21 0.98 1.12



. BEFORE THE

FLORIDA PUBLIC SERVICE COMMISSION

INRE: PETITION FORRATEINCREASEBY ) DOCKET NO. 130040-E1
TAMPA ELECTRIC COMPANY )

EXHIBIT__ (SJB-5)
OF

STEPHEN J. BARON

ON BEHALF OF THE

WCF HOSPITAL UTILITY ALLIANCE

J. KENNEDY AND ASSOCIATES, INC.
ROSWELL, GEORGIA



Docket No. 130040-El
TECO Response to HUA First Set, Q-90
Exhibit SJB-5, Page 1 of 1

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
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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HUA DEVELOPMENT OF PROPOSED (TARGET) BASE REVENUE INCREASE BY RATE CLASS

Docket No. 130 |
HUA Proposed Revenue Incr,
Exhibit SJB-6, Page

TEST PERIOD: PROJECTED CALENDAR YEAR 2014
COST OF SERVICE: 12 CP & 1/13th AD; MINIMUM DISTRIBUTION SYSTEM (MDS)

($000) .
() ®) © © 3] F) (©)] H) (0] ¢ K ()] (8]
» Proposed Increase | HUA Proposed Base Ri 1 Target
Prasent Base Addional @ TECO Proposed Unbiled Proposed
Costof Base Revenve Revenue $134 mikion Increase Prasent Total Revenue Base Revenus Billed Base
Line Rate Class Service Revanue Deficiency _ Credits $ % $ $ Bass Rev. Incl..clsuses Revenue Change Revenus
A-B) (C)-(D) (E)/B) M /® (HyTotRev. (8)+(G) - K
1 1. Residantial (RS,RSVP) $ 595907 $ 489,649 $106348 § 1,049 § 105299 21.50%
2
3 I Generd Sevic
4 Non-Demand (GS,TS}) 67,105 57,954 9151 § 115 § 9,035 15.59%
5
6
7 Sub-Tota: 1. «Il. $ 663102 § 547,604 $115438 § 1,164 $ 114334 20.88% $ 111083 § 24480 441% 2.45% $ 512084 § (13) § 572,09
8
9
10 Ul Generd Service
1 Demand (GSD, SBF) 318,822 290,676 28,146
12
13 IV. Intemuplible Sarvice (IS) 23,536 28538 (5.002) -
14
15 :
16 Sub-Tota: M. +IV. 342,358 319,213 23,145 2 § 31 1.24% $ 244 $ 4951 1.55% 0.69% $ 34164 § ® $ UM
17
18
19 V. Lghting (LS-1)
20 A - Energy 5,575 5,467 108 6 $ 101 1.86% $ 9 22 0.40% 0.14% $ 549 § - $ 5,489
2 B. - Faciites 31,513 35,484 a1 § - $ (B91)  -11.02% 0 0 0% 0% | § 3484 S - $ 35484
2
23
24 Total 1,042,608 07,7 $I1A60  § 1194 S 1A 1417 | § 133685 § 29452 320% _ 166% Wz § () § GIIAs
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Total GSD/GSDT Base Revenue

HUA Proposed GSD Rate Design
HUA PROPOSED TECO PROPOSED
PRESENT PRESENT PROPOSED PROPOSED % %
UNITS RATES REVENUES RATES REVENUES Change Change ‘
GSD SECONDARY _ |
Basic Service Charge 133,380 57.00 7,602,660 - 30.00 4,001,400 -47.4% 47 A%
Energy Charge 4,227,035 15.83 66,913,964 15.15 64,039,580 -4.3% 15.5%
Demand Charge 11,304,861 841 95,073,881 10.80 122,092,499 28.4% 13.0%
Dellvery Voltage Credit - - - - -
Emergency Relay Charge 394,900 0.60 236,940 0.66 260,634 10.0% 10.0%
Power Factor Charge 13,652 2.00 27,304 2.00 27,304 0.0% 0.0%
Power Factor Credit 26,197 (1.00) (26,197) (1.00) (26,197) 0.0% 0.0%
Metering Voitage Credit - - - - -
Total Base Revenue 169,828,552 190,395,220 12.1% 11.3%
GSD PRIMARY
Basic Service Charge 698 130.00 90,740 130.00 90,740 0.0% 0.0%
Energy Charge 269,403 15.83 4,264,649 15.15 4,081,455 -4.3% 15.5%
Demand Charge 664,406 841 5,587,654 10.80 7,175,585 28.4% 13.0%
Dellvery Voitage Credit 616,657 (0.73) (450,160) ‘ (0.80) (492,279) 9.4% 9.4%
Emergency Relay Charge 183,567 0.60 110,140 0.66 121,154 10.0% 10.0%
Power Factar Charge 6,392 2,00 12,784 2.00 12,784 0.0% 0.0%
Pawer Factor Credit 13,756 (1.00) " (13,756) (1.00) (13,756) 0.0% 0.0%
Metering Voltage Credit -1% (95,113) -1% (108,849) 14.4% 14.3%
Total Base Revenue 9,506,939 10,866,834 14.3% 14.1%
GSDT SECONDARY
Basic Service Charge 10,897 57.00 621,129 30.00 326,910 -47.4% -47.4%
Energy Charge - On-Pk 484,173 28.98 14,031,334 29.01 14,045,859 0.1% 38.0%
Energy Charge - Off-Pk 1,349,819 10.46 14,119,107 9.60 12,958,262 -8.2% 8.2%
Demand Charge - Billing 3,520,497 2.84 9,998,211 323 11,371,205 13.7% 13.7%
Demand Charge - Peak 3,395,235 '5.57 18,911,459 7.57 25,701,929 35.9% 12.6%
Delivery Voltage Credit - - - - -
Emergency Relay Charge 665,384 0.60 399,230 0.66 439,153 10.0% : 10.0%
Pawer Factor Charge 23,014 2,00 46,028 2.00 46,028 0.0% 0.0%
Power Factor Credit 78,197 {1.00) (78,197) (1.00) {78,197) 0.0% 0.0%
Metering Voltage Credit 0% - 0% -
Total Base Revenue 58,048,301 64,811,150 11.7% 13.2%
GSOT PRIMARY
Basic Service Charge 651 130.00 84,630 130.00 84,630 0.0% 0.0%
Energy Charge - On-Pk 233,926 28.98 6,779,175 29.01 6,786,193 0.1% 38.0%
Energy Charge - Off-Pk 638,923 10.46 6,683,135 9.60 6,133,661 8.2% -8.2%
Demand Charge - Billing 1,635,266 2.84 4,644,155 323 5,281,909 13.7% 13.7%
Demand Charge - Peak 1,585,799 5.57 8,832,900 7.57 12,004,498 35.9% 12.6%
Delivery Volitage Credit 1,374,995 (0.73) (1,003,746) (0.80) (1,097,662) 9.4% 9.4%
Emergency Relay Charge 751,104 0.60 450,662 0.66 495,729 10.0% 10.0%
Power Factor Charge 17,812 2.00 35,624 2.00 35,624 0.0% 0.0%
Pawer Factor Credit 41,203 (1.00) (41,203) (1.00) (41,203) 0.0% 0.0%
Metering Voltage Credit -1% (263,807) -1% (295,987) 12.2% 14.1%
Total Base Revenue 26,201,526 29,387,391 12.2% 14.1%
GSDT SUBTRANSMISSION
Baslc Service Charge 25 930.00 23,250 990.00 24,750 6.5% 6.5%
Energy Charge - On-Pk 298 28.98 8,636 29.01 8,645 0.1% 38.0%
Energy Charge - Off-Pk 902 10.46 9,435 9.60 8,659 -8.2% -8.2%
Dermand Charge - Bliling 1,183 284 3,360 3.23 3,821 13.7% 13.7%
Oemand Charge - Peak 1,080 5.57 6,016 157 8,176 35.9% 12.6%
Delivery Voltage Credit 7,640 (1.16) (8,862) (2.50) (19,103) 115.6% 115.6%
Emergency Relay Charge - 0.60 . 0.66 -
Power Factor Charge 686 2.00 1,372 2.00 1,372 0.0% 0.0%
Power Factor Credit - (1.00) - (1.00) -
Metering Voltage Credit 2% (399) -2% (231) - 42.0% -32.7%
Total Base Revenue 42,807 36,088 -15.7% -11.4%

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 finance 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

retun 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
examined supports my ROE recommendation.

I also recommend that the Commission reject the return on equity recommendation

of 11.25% of Mr. Robert Hevert, witness for Tampa Electric. As I will demonstrate

in Section IV of my Direct Testimony, Mr. Hevert's analyses systematically overstate

the current investor required ROE for Tampa Electric.

Q. What exhibits are you sponsoring as a part of your Direct Testimony?

A. I am sponsoring the following exhibits as a part of my Direct Testimony:
Exhibit No. ___(RAB-1) - Resume and Testimony Experience of Richard A Baudino
Exhibit No. ___(RAB-2) - Historical Bond Yields
Exhibit No. __ (RAB-3) - FOMC June 19, 2013 Press Release
Exhibit No. ___(RAB-4) - Historical Daily VIX Values
Exhibit No. ___(RAB-5) - Excerpts from TECO Energy Dec. 31, 2012 SEC 10-K
Exhibit No. ___(RAB-6) - Excerpts from TECO Energy Investor Presentations
Exhibit No. ___(RAB-7) - Tampa Electric Discovery Responses
Exhibit No. ___(RAB-8) - Comparison Group Dividend Yield Calculations
Exhibit No. ___(RAB-9) - Comparison Grouip Growth and DCF ROE Calculation
Exhibit No. ___(RAB-10) - CAPM ROE Analysis - Comparison Group
Exhibit No. ___(RAB-11) - CAPM Analysis - Historic Market Premium

II. REVIEW OF ECONOMIC AND FINANCIAL CONDITIONS

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.! 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 11.
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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 April 30, 2009. As I stated earlier, the latter part of 2008 was marked
by a severe financial 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

"2

stable state."” 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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or minus 100 basis points.

Since 2009, financial 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 April 2009, 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 April 2009 the VIX stood at 36.5. At the end of June 2013, the VIX stood
at 16.86, 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”). Accor&ing 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

expénditures will support system growth and reliability, environmental compliance

and computer system improvements.

What are the current 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:
e Supportive Florida regulatory framework that provides timely recovery of
prudently incurred costs and investments.
e Strong credit metrics elevated by bonus depreciation.
e Sizeable increase in capital expenditures funded through debt and parent
contributions.

e 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 maturitie;s
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

will be used for the acquisition” of New Mexico Gas Co.

Additionally, Witness Callahan noted on page 22 of her testimony that the
Regulatory Research Associates (“RRA”) ranked the Commission as “Above
Average 3” on a scale that runs from Above Average 1 to Below Average 3. As
such, there are only three state/district regulatory bodies out of the 51 jurisdictions
evaluated by RRA that have a better ranking than the Commission. Exhibit No.
___ (SWC-1), Document No. 9 (Alabama, Virginia, and Wisconsin). Notably, the
rankings “are intended to be comparative in nature” and are based on a curve so that
the majority of jurisdictions receive a ranking of Average 2. Exhibit No.

(RAB_7) at pp. 20-21.

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) ente;red 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. & Improv. Co. v. Public Service Comm'n, 262 U.S. 679 (1922)

("Bluefield").

From an economist’s perspective, the notion of “opportunity cost” plays a 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 business 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 financial 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

end result of their analyses is a bond and/or credit rating that reflects these risks.

These ratings are widely available and relied upon by investors.

Discounted Cash Flow (“DCF**) Model

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:

v R N R N R N R
T @+r) Q402 A+71)3 (1+7r)"

Where: 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 perpetilal; 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:
=D

Where: D; = the next period dividend
Py = 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, eamings, 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 asbsume 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 cdmparison
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 in merger activities, or had recent
experience with significant eamnings 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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e El Paso Electric Company - resumed dividend payments in 2011 after several
years of no dividends.
e Entergy Corporation - pending sale of transmission assets to ITC
Corporation. |
e FirstEnergy Corporation - unstable eamings per share in 2011 and 2012,
reduced unregulated eamings.
e NV Energy Inc. - pending acquisition by MidAmerican Energy Holdings
Company.
e OGE Energy Corp. - affect on stock price from formation of Master Limited
Partnership with CenterPoint Energy.
e PNM Resources - non-constant dividend and eamings growth rates ‘from

Value Line (12.5% and 12.0%, respectively).

e 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.’ 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.* 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
S&P Moody's
1 American Electric Power Co. BBB Baa2
2 Black Hills Corporation BBB+ A3
3 Cleco Corporation BBB Baa2
4 CMS Energy Corporation BBB/BBB- Baa2
5 Consolidated Edison, Inc. A- A3/Baal
6 Dominion Resources, Inc. A Baa1
7 Great Plains Energy Incorporated BBB/BBB- Baa1/Baa2
8 Hawaiian Electric Industries, Inc. BBB- Baa2
9 Otter Tail Corp. BBB-/BB+ Baa2
10 Pepco Holdings, Inc. A-/BBB+ Baa1/Baa2
11 Pinnacle West Capital Corp. BBB+ Baat
12 SCANA Corporation BBB+ Baai/Baa2
13 UIL Holdings Corporation BBB Baa2
14 UNS Energy Corp. BBB- Baa2
15 Westar Energy, Inc. BBB+ A3
16 Wisconsin Energy Corporation A-/BBB+ 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, D/Py, 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 grqwth 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 financial 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 eamings 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 turn, generates growth in the firm’s book value, market

value, and dividends.

The sustainable growth method is calculated using the following formula:

G=B*R

Where: 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

comparison group in 12.0%.

The expected growth rates produced from these two methods fall in a range from

3.31% to 5.95%.

How did you proceed to determine the DCF return on equity for the electric
comparison group?

To estimate the expected dividend yield (D;) 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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Capital Asset Pricing Model

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 + S(MRP)
Where: K = Required Return on equity
Rf = Risk-free rate

MRP = Market risk premium
B =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 returms. 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?




10
11

12

13

14

15

16

17

18

19

20

Docket No. 130040-EI

Direct Testimony of Richard A. Baudino

Page 28 of 49

Yes. There is some controversy surrounding the use of the CAPM.> 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 inﬂuencé 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 conwroversy 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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' 1 I also considered a supplemental check to this market estimate. Mormningstar
2 publishes a study of historical returns on the stock market in its Ibbotson SBBI 2013
3 Valuation Yearbook. Some analysts employ this historical data to estimate the
4 market risk premium of stocks over the risk-free rate. The assumption is that a risk
5 premium calculated over a long period of time is reflective of investor expectations
6 going forward. Exhibit No. (RAB-11) presents the calculation of the market
7 return using the historical data.
8 Q. Please address the use of historical earned returns to estimate the market risk
9 premium.
10 A. The use of historic earned retumns on the S&P 500 to estimate the current market risk
11 premium is rather suspect because it naively assumes that investors currently expect
‘ 12 historic risk premiums to continue unchanged into the future regardless of present or
13 forecasted economic conditions. Brigham, Shome, and Vinson noted the following
14 with respect to the use of historic risk premiums calculated using the returns as
15 reported by Ibbotson and Sinquefield (referred to in the quote as “I&S”):
16 There are both conceptual and measurement problems with
17 using 1&S data for purposes of estimating the cost of capital.
18 Conceptually, there is no compelling reason to think that
19 investors expect the same relative returns that were earned in
20 the past. Indeed, evidence presented in the following sections
21 indicates that relative expected returns should, and do, vary
22 significantly over time. Empirically, the measured historic
23 premium is sensitive both to the choice of estimation horizon
24 and to the end points. These choices are essentially arbiwary,
25 yet can result in significant differences in the final 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 retum 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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Utilizing the historical Ibbotson data on market returns, the market risk premium

ranges from 4.70% to 6.70%. This is shown on Exhibit No. (RAB-11).

How did you determine the value for beta?
I obtained the betas for the companies in the electric company comparison group
from most recent Value Line reports. The average of the Value Line betas for the

electric group is .71.

- Please summarize the CAPM results.

The CAPM results using the 20-year and five-year Treasury bond yields and Value
Line market return data range from 8.89% to 9.44%. Exhibit No. ___ (RAB-10) at

p- 1, line 14.

The CAPM results using the historical Ibbotson data range from 6.10% to 7.52%.

These results are shown on Exhibit No. (RAB-11).

Conclusions and Recommendations

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
equity estimates for the comparison group of electric utility companies that I
compiled. The results for the electric company comparison group using the constant-

growth DCF model and the expected growth rate forecasts ranged from 8.73% to



10

11

12

13

14
15
16
17

18
19

20

21

Docket No. 130040-EI

Direct Testimony of Richard A. Baudino

Page 32 of 49

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.

Capital Structure and Weighted Cost of Capital

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 Hevert and Callahan. Tampa Electric's proposed e(juity 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.

O ONOOAEBWN -

S i T S
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TABLE 2
COMPARISON GROUP CAPITAL STRUCTURES

American Electric Power Co.
Black Hills Corporation

Cleco Corporation

CMS Energy Corporation
Consolidated Edisor, 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

Source: Value Line Reports 2013; AUS Utility Reports, July 2013

2012
Value Line
Common

Equity

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

Equity

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%

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

financial 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 requesied capital structure, the

weighted cost of capital is 5.91%.

TABLE 3
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%
ADIT 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 TAMPA 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. Hevert 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 DCF-model, 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. Hevert’s results ranged from 7.42% to 12.20%.

Finally, Mr. Hevert’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. Hevert 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. Hevert’s analyses systematically overstated the investor required ROE for a

regulated electric company such as Tampa Electric.

First, Mr. Hevert 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. Hevert's DCF analysis to

remove these excessive growth rates appreciably lowers his DCF ROE.

Second, Mr. Hevert’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 exbectations and market return requirements. Mr. Hevel;t’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 retum. Mr. Hevert 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.

DCF Analyses

Please summarize Mr. Hevert’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. After applying these screening
criteria, Mr. Hevert went on to eliminate Edison International and Integrys Energy
Group. His final proxy group of eleven companies is presented on page 17 of his

Direct Testimony.

What are Mr. Hevert’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. Hevert’s overstatement of the DCF model?
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The main cause is Mr. Hevert's inclusion of excessive eamnings 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 eamnings
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% eamings 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. Hevert'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%.

TABLE 4
ADJUSTED HEVERT GROUP DCF ROE

Mean
Company ROE
American Electric Power Company, Inc. 7.76%
Cleco Corp. : 7.98%
Empire District Electric 12.79%
Great Plains Energy Inc. 10.81%
IDACORP, Inc. 6.93%
Otter Tail Corporation 16.90%
Pinnacle West Capital Corp. 11.29%
PNM Resources, Inc. 14.19%
Portland General Electric Company 7.91%
Southern Company 9.38%
Westar Energy, Inc. 11.76%
Group Average 10.70%
Group Average excl. Otter Tail and PNM 9.62%

Are the revised results in Table 4 still overstated?

Yes. They are overstated because Mr. Hevert did not include Value Line's dividend
growth forecasts. Currently, Value Line is forecasting lower near-term dividend
growth than eamings 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 eamnings 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 eamings growth fuels




Docket No. 130040-EI

Direct Testimony of Richard A. Baudino

Page 40 of 49

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 eamings growth 75% and dividend growth 25% in my growth calculations,’

so I acknowledge that eamnings 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. Hevert's
proxy group?

Table 5 below presents the Value Line projected dividend growth rates for the
companies in Mr. Hevert'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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TABLE 5
HEVERT PROXY GROUP
DIVIDEND GROWTH RATES
VL

Dividend
Company - Growth
American Electric Power Company, Inc. 4.09%
Cleco Corp. 10.00%
Empire District Electric 3.50%
Great Plains Energy Inc. 6.00%
IDACORP, Inc. 7.00%
Pinnacle West Capital Comp. 3.62%
Portland General Electric Company 3.50%
Southern Company 3.50%
Westar Energy, Inc. 3.00%
Average 4.91%
Median 3.62%

Q. What would be the resulting DCF ROE using the average dividend growth
rate?

A. Excluding PNM Resources and Otter Tail, Mr. Hevert's proxy group dividend yield
using the 180-day average stock price would be 4.11%. The resulting DCF ROE

would then be:

4.11%*(1 + (0.5 *4.91%) + 4.21% =
4.21% + 4.91% =
9.12% DCF ROE

CAPM

Q. Briefly summarize Mr. Hevert’s approach to estimating the CAPM ROE.

A. On page 30 of his Direct Testimony, Mr. Hevert testified that he used three estimates

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. Hevert did not consider any shorter maturity

bonds, such as the 5-year Treasury note.

Mr. Hevert 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. Hevert'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. Hevert used two different estimates for beta: Bloomberg and Value Line.

Using the current 30-year Treasury bond yield, Mr. Hevert'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 yiéld 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

Treasury bond yields used by Mr. Hevert 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 leéd 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. Hevert.

Do you agree with adjusting the historical risk premium using the Sharpe ratio?

No, I do not. Mr. Hevert’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 retum. Mr. Hevert 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. Hevert’s alternative CAPM using the

Sharpe ratio.
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Risk Premium

Please summarize Mr. Hevert’s risk premium approach.

Mr. Hevert developed a historical risk premium using Commission-allowed returns
for regulated utility companies and 30-year Treasury bond yields from 1950 through
February 13, 2013. He used regression analysis to estimate the value of the inverse
relationship between interest rates and risk premiums during that period. His Exhibit
No. ___ (RBH-1), Document No. 6 shows the risk premium retum on equity to be in
a range of 10.23% to 10.74%. The 10.74% result was derived using Mr. Hevert's

projected Treasury Bond yield of 5.10%.

Please respond to Mr. Hevert's risk premium analysis.

First, the bond yield plus risk premium approach is imprecise and can only provide
very general guidance on the current authorized ROE for a regulated electric utility.
Risk premiums can change substantially over time. As such, this approach is a
"blunt instrument," if you will, for estimating the ROE in regulated proceedings. In
my view, a properly formulated DCF model using current stock prices and growth
forecasts is far more reliable and accurate than the bond yield plus risk premium
approach, which relies on a historical risk premium analysis over a certain period of

time.

Second, I recommend that the Commission reject the use of the forecasted Treasury
bond yield of 5.10% for the same reasons I described in my response to Mr. Hevert’s

CAPM approach.
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Other ROE Considerations

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 financial 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.
Hevert 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 concermning 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]Jupport 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




10
11
12

13

14

15

16

17

18

19

20

21

22

23

24

Docket No. 130040-EI

Direct Testimony of Richard A. Baudino

Page 48 of 49

expectations regarding the collection of flotation costs. Multiplying the dividend yield

by a 4% flotation cost adjustment, for example, essentially assumes that the current

stock price is wrong and that it must be adjusted downward to increase the dividend

yield and the resulting cost of equity. I do not believe that this is an appropriate

assumption. Current stock prices most likely already account for flotation costs, to the
extent that such costs are even accounted for by investors.

In addition, TECO Energy recently stated that it will “[sJupport Tampa Electric’s

capital spending program without issuing equity.” Exhibit No. ___ (RAB-6) at p. 6.

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. Hevert'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

connection with the decline in Treasury bond yields since the Company's last rate

proceeding, although they have not declined as much.

In conclusion, current market evidence and recent Commission allowed retumns all
show that Mr. Hevert's recommended ROE of 11.25% for Tampa Electric is

excessive, unreasonable, and should be rejected by the Commission.

Does this complete your prepared direct testimony?

Yes.
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RESUME OF RICHARD A. BAUDINO

EDUCATION

New Mexico State University, M.A.
Major in Economics
Minor in Statistics

New Mexico State University, B.A.
Economics
English

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 and
rate design analysis programs. :

REGULATORY TESTIMONY
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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EXPERIENCE
1989 to
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 analysis 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
NewA 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
AK Steel '
Armco Steel Company, L.P.
Assn. of Business Advaocating
Tariff Equity
CF&I Steel, L.P.
Climax Molybdenum Company
‘Cripple Creek & Victor Gold Mining Co.
General Electric Company
Holcim (U.S.) Inc.
[BM Corporation
Industrial Energy Consumers
Kentucky Industrial Utility Consumers
Lexington-Fayette Urban County Govemment
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 Health 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 Public Advocate

Missouri Office of Public Counsel
University of Massachusetts - Amherst

WCF Hospital Utility Alliance
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Expert Testimony Appearances
of
Richard A. Baudino
As of July 2013
Date Case Jurisdic.  Party Utitity Subject
383 1780 NM New Mexico Public Boles Water Co. Rals design, rate
Service Commission : : refum., .
1083 1803, NM New Mexico Public Southwestem Rate design.
1817 Service Commission Electric Coop
1184 1833 - NM New Mexico Public ElPaso Electric Service contract approval,
Se(vice Commission Co. rate design, performance
standards for Palo Verde
nuclear generating system
1983 1835 NM New Mexico Public Public Service Rate design.
Service Commission Co. of NM
1984 1648 NM New Mexico Public Sangre de Cristo Rate design.
Service Commission Water Co.
0285 1908 - NM New Mexico Public Southwestemn Rate of retum.
Service Commission Public Service Co.
e 1907 M New Mexico Public Jomada Water Co, Rate of etum.
Service Commission
1185 1957 NM New Mexico Public Soutwestam Rate of retum.
Séivice Commission Pubfic Service Co.
048 2009 NM New Mexico Public £ Paso Electric Phase-In plan, treatment of
Service Commission Co. sajefleaseback expense:
0688 2032 "NM New Mexico Publié 1 Paso Electic Salefleaseback appioval.
Seivice Commissicn Co.
09/86 2033 NM New Mexico Public El Paso Electric Order to show cause, PVNGS
Service Commission Co. - audt
o087 274 NM New Mexico Public El Paso Electric Diversfication,
_ Service Commission Co.
05/87 ! 2089 NM New Mexico Public . ElPaso Electric Fuel factor adjustment.
Service Commlssion Co.
08/87 2092 NM New Mexico Public El Paso Electric Rate design.
Service Commission Co.
10/87 2146 NM New Mexico Public Public Service Co. Financial effects of
Service Commission of New Mexico restructuring, reorganization.
07/88 2162 NM New Mexico Public El Paso Electric Revenue requirements, rate
Service Commission Co.

design, rate of retum,

~ J. KENNEDY AND ASSOCIATES, INC.
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As of July 2013
Date Case  Jurlsdict.  Party Uthlity Subject
01/89 2194 NM New MexicoPublic Plains Electric G&T Economic development.
' Service Commission Cooperative

1189 2253 NM New Mexico Public Piaine Electric GAT Financing.
Service Commission Cooperaive :

08/89 2259 NM New Mexico Public Homestead Water Co. Rate of retum, rate
Service Commission ) design.

10789 2262 NM New Mexico Public Public Sesvice Co. Rats of retum.
Servica Commission of New Mexico

0989 2269 NM New Mexico Public . Ruidoso Naturel Rate of retum, expense
Service Commission Gas Co. from affaiated

interest,

1289  89-208-TF AR Arkansas Electric Arkansas Power Rider M-33,
Energy Consumens & Light Co.

0100 U-17282 LA Louisiana Public Gu¥ States Costof eqully.
Service Commission Utifties

0990  90-158 KY Kentucky Industriat Louisvile Gas Cost of equity.
Ultiity Consumers & Electric Co.

0990 90004V AR Northwest Arkansas Arhansas Westem Cost of equity,

. Gas Consumers Gas Co. transportafion rate.
1290  U7282 LA Loulsiana Public Gulf States Cost of equiy,
Phase IV Service Commission Utilites

0481 91037U AR Northwest Arkansas Arkansas Westem Transportation rates.
Gas Consumers Gas Co. :

12191 91410- OH Alr Products & Clacinna Gas & Cost of equity,

EL-AR Chemicals, inc., Electric Co.

Armco Steel Co.,
General Electric Co.,
Industrial Energy
Consumers

05/02 9108908 FL Occidental Chemical Florida Power Comp. Cost of equity, rate of
Comp. retum,

0992 9204 AR Arkansas Gas Askansas Louisiana Cost of equily, rate of
Consumers GasCo. return, cost-of-service.

09/92. 39314 D Industrial Consumers Indiana Michigan Cost of equity, rate of
for Fair Utility Power Co. retum.
Rates

J. KENNEDY AND ASSOCIATES, INC.
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Richard A. Baudino .
. As of July 2013
Date Case  Jursdict  Party Utility " Subject
09/92 92009V AR TysonFoods General Watetwods Cost allocation, rate
design.
0193 9246 KY Newport Steel Co. Unlon Light, Heat Cost allocation.
& PowerCo. ’
01/93 39498 IN PSl Industrial - PSl|Enemgy Refund abocation.
Group ’
01583  U-10105 Mi Association of Michigan Retum on equity.
Businesses Consolidated .
Advocaling Tanff Gas Co.
Equality (ABATE)
0493  92-1464-  OH Alr Products and Cincinnat] Gas Retum on equity.
EL-AIR Chemicats, Inc., & Electric Co.
Armco Stesl Co.,
Industrial Energy
Consumers
0993 93183U AR ‘Adensas Gas Arkansas Lousiana Transportation service
Consumers Gas Co. terms and conditfons.
0993 93081V AR Arkanses Ges Arkansas Loulsiana Costof service, transporta-
Consumers Gas Co, tion rates, rate supplements;
retum on equity; revenue
fequirements.
12/93 U-17735 LA Louisiana Public Cajun Electric Historical reviews; evaksation
Service Commission Power Cooperative of economic studies,
Staff
0334 10320 KY Kentucky Industdal Loulsvile Gas & Trimble County CWIP revenue
- Utility Customers . Blectric Co. refund.
44 EO01S ‘MN Largs Power Infervenors Minnesota Power Evaluation of the cost of equity,
GR-84-001 Co. capital stucture, and rate of
_relum.
594 R-00342993 PA PG&W Industiial Pemsyivania Gas Analysis of recovery of transition
. Intervenors & Water Co, costs,
554  RA0943001 PA Columbia Industial Columbia Gas of Evaluaion of cost allocation,
: : Intervenors Pennsylvania rate design, rate plan, and

canying charge ptoposals.

J. KENNEDY AND ASSOCIATES, INC.
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of
Richard A. Baudino
As of July 2013
Date Case Jurisdict. Party Utility Subject
7/94 R00342988 PA Amco, Inc,, West Penn Power Retum on equity and rate of
West Penn Power Co. retum.
‘ Industdal Intesvenors '
794 94-003s- wv West Viginla - Monongahela Power Retum on equity and rate of
E42T Energy Users' Group Co. retum,
&84  B86%2 MD Westvaco Corp. Patomac Edison Retum on equity and rate of
A Co. retum.
9/94 930357-C AR West Cénﬁal Arkansas Adansas Oklahoma Evaluation of tmnspoﬂaﬁdn
- Gas Consumers Gas Corp. senvica,
994 U-19904 LA Louisiana Public Gulf States Retum on equlty.
Service Cammmission Utifites
9/94 8629 MD Marytend Indusirial Baltimore Gas Transktion costs.
Group _ & Electric Co.
11/94 941750 AR Arkansas Gas Arkla, Inc, Cost-of-servics, rate design,
Consumers ) rate of retum.
3195 RP94.343- FERC Arkansas Gas NorAm Gas Rete of retum.
000 Consumera Transmission
4/95 R-00943271 PA PPSL Industrial Pennsylvania Power Retum on equlty.
Customer Alliance &Light Co.
g5 U075 M Assodiaion of Consumers Power Co. Revenue requirements.
Businasses Advocating -
Tariff Equity
7185 8897 MD . Maryland industrial Ballimore Gas Cast allocation and rate design.
Group & Electric Co.
8/95 95-254-TF AR Tyson Foods, inc. Soutwest Arkansas Refund allocation.
. u-2811 Electiic Caoperative
10/95  ERS5-1042 FERC . Louislana Public Systems Energy . Retum on Equity.
000 Sefvica Commission Resaurces, inc.
1185 1940032 PA Industria) Energy State-wide - Investigation into
’ Consumers of all utlities Electric Power Competition,
Pennsylvania
5/96 96-030-V AR Northwrest Arkansas Arkansas Westem Revenue requirements, rate of
: Gas Consumers Gas Co. retun and cost of sesvice.

J. KENNEDY AND ASSOCIATES, INC.
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As of July 2013
Date Case Jurisdict. Party Utility Subject
7198 8725 MD Maryland Industrial Baltimore Gas Retum on Equily.
Group & Electric Co.,
Potomac Electric
Power Ca. and
Consteltetion Energy Corp.
7198 U-21496 LA Loulslana Public Central Louislana Retum on equity,
Service Commission Electic Co. rate of retum.
9/96 U202 -+ LA Louisiana Public Entergy Gulf Retum on equity.
Service Commission Stales, Inc.
197 RP96-193- FERC The Industrial Gas Mississippi River Revenue requirements, rate of
000 Users Conference Transmission Corp. retum and cosl of service.
YT W42V AR West Central Arkansas Oklahoma " Revenue requiremants, rats of
' Adansas Gas Gas Cormp. retum, cost of service and
" Cormp. rate de_slgn.
97 U-11220 Mi Assodclation of Michigan Gas Co. Transportation Balancing
: Business Advocating and Southeastem Provisions
Tariff Equity Michigan Gas Co.
7 R-00973344 PA Pennsylvania Pennsylvania- Rate of retum, cosl of
American Water - American Water Co. seivice, revenue requirements,
Large Users Group : :
" /98 83904 GA Georgia Natural Atlanta Gas Light Rata of retum, restructuring
Gas Group and the lssues, ynbundling, raie
Georgla Textie design Issues.
Manufacturers Assoc. .
7/98 R-00984280 PA PG Enemy, Inc. PGE Industrial Cost allocation.
Intervenars
4”8 U-17735 LA Louislana Public Cajun Electric Revenue requirements.
Service Commission - Power Cooperafive
10/98 97596 ME Maine Office of the Bangor Hydro- Retum on equity,
Public Advocate Electric Co. rate of retum.
1008  U-23327 LA Loulsiana Public SWEPCO, CSW and Analysis of proposed merger.
Service Commission AEP
1298 98577 ME Maine Office of the Maine Public Retum on equity,
Public Advocats Service Co. rate of retum.
12/98  U-23358 LA Loutsiana Public Entergy Guif Retum on equity,
Servica Commission States, Inc. rate of retum.
3199 98426 Ky Kentucky Industrial Loulsville Gas Retum on equity.
Utility Customers, Inc. and Electric Co

J. KENNEDY AND ASSOCIATES, INC.
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Richard A. Baudino
As of July 2013
Date Case Jurisdict Party Utility Subject
399 99082 KY Kentucky Industrial Kentucky Utiitles Retum on equity.
Utility Customers, Inc. Co.
4/99 R-984554 PA T. W. Phiffps T.W. Phitips RAllocation of purchased
Users Group Gas and Oil Co. gas costs.
6/09 R-0093462 PA Columbia industrial - Columbia Gas Balancing charges.
Intervenors of Pennsylvania
1008 U-24182 LA Louisiana Public Entergy Guif Costof debt
Senvice Commission Statss,lnc.
10/99 - R-00994782 PA Peoples Industrial Peoples Natural - Restructuring issues.
' : Intervenors GasCo.
10/99  R-00994781 PA Columbia Industral Columbia Gas Resbucturing, balancing
' Intervenors of Penvsylvania charges, rete flexing,
altemate fuel.
0100  .R-00994786 PA UG Industrial UGI Utiities, Inc. Universal service costs,
Intervenors i balancing, penally charges,
capecity assignment
0100 8829 MD Maryland Industrial Gr. Baitimore Gas & Revenue requirements, cost allocation,
& United States Electric Co, rate design. :
0200 R-00994788 PA Penn Fue! Transportation PFG Gas, Inc., and Tariff chargas, balancing provisions.
0500 U-17735 LA Louisiana Public Louislana Electric Rete restructuring.
Servica Comm. Cooperative
0700 2000080 KY Kentucky industrial Louisvlle Gas Cast afocation.
Utility Consumers and Elegtric Co.
0700 . U214S3 LA Louislana Public Southwestem Sranded costanalysis.
U-20925 (SC), Servics Comm. Electric Power Co.
U-22092 (SC)
(Subdocket E)
0900  R-00005654 PA " Philadelphia Industrial Philadelphla Gas Inerim reflef analysis.
And Commerclal Gas Works . ’
Users Group. *
1000 U-21453 LA Louisiana Pubfic Entergy Gulf Restructuring, Business Separation Plan.
U-20925 (SC), Service Comm.: Steles, Inc. i
U-22092 (SC)
(Subdocket B)

J. KENNEDY AND ASSOCIATES, INC,
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Richard A. Baudino
As of July 2013 -
Date Case Jurisdict. Party Utility Subject
11/00 -~ R-00005277 PA Penn Fuel : PFG Gas, Inc. and . Cast allocalion kssues.
(Rebuttaf) Transportation Customers North Penn Gas Co.
1200 © U-24993 LA " Louislana Public Entergy Gulf Retum on equity.
Service Comm. "Stales, Inc.
0301 U22082 LA Loulsiana Public Entergy Guif- Stranded cost analysis.
Servica Comm. Stales, Inc.
0401  U21453 LA Louislana Public " Entemy Guif Restnucting issues.
. U-20925 (SC). Service Comm. Stales, Inc.
U-22092(SC)
(Subdocket B)
(Addressing Contested Issues)
0401  R-00006042 PA Philadelphia Industrial and Philadelphia Gas Works Revenue requirements, cost alocation
. Commercial Gas Users Group and taiff issuss.
LM U687 LA Louisiana Public Entergy Guif Retum on equity. .
’ Service Comm, States, Inc.
03102 14311V GA Georgla Public Atfanta Gas Light Capital structure.
Service Commission
08/02 200200145 KY Kentucky Industrial Columbla Gas of . Revenue requirements.
Utllity Customers ) Kentucky
0902  M00021612 PA Philadelphia industrial Philadelphla Gas Transpomﬁbn rates, terms,
. : And Commercial Gas Works and conditions.
Users Group :
0103 200200169 KY Kentucky Industrial Kentucky Power Retum on equity.
Utility Customers
0203  02SS%4E co Cripple Craek & Victor Aquila Networks - ‘Retum on eqdity.
. Gold Mining Company WPC ' ]
04003  U-26527 LA Louisiana Public Setvice Entergy Guif Stales, Retum on equity.
: Commisslon Inc.
1003  CV020495AB GA The Landings Assn., Inc. Utliities Inc, of GA Revenue requirement &
overcharge refund
0304 200300433  KY Kentucky Industrial Louisville Gas & Retum on equity, .
Utiiity Customers Electric Cost allocation & rate desig

J. KENNEDY AND ASSOCIATES, INC.
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As of July 2013
Date Case  Jurisdict.  Party Utility Subject
03/04 200300434  KY Kentucky Industrial Kentucky Utillles - Retumn on equity
Utility Customers _ '
4004 04S03SE co Cripple Creek & Victor Aquila Networks - Retun on equity.
Gold Mining Company, WPC
Goodrich Corp., Holclm (U.S.) Inc.,
and The Trane Co. .
9/04 U-23327, LA Louisiana Public Service Southwestem Electric Fuel cast review
Subdocket B Commission Power Company
1004 U-23327 LA Louisiana Public Sesvice. Southwester Electric Retumn on Equity
Subdocket A Commission Power Company
08105 060045-El FL South Florida Hospital Florida Power & Return on equity
and HealithCare Assoc. Light Co, ’ :
08/05 9036 MD Maryland Industrial Balimore Gas & Revenue requirement, cast
Group Electric Co. allocation, rate design,
Tarlff ssues.
01/06. 2005-0034 KY Kentucky Industrial Kenlucky Poﬁer Co. Return on equity.
Utlity Customers, Inc.
03/06 05-1276- wv West Virginia Energy Appalachian Power Retum on equity.
E-PC-PW42T Users Group Company
04/06 U-251168 LA Louistana Public Service Entergy Loulslana, Transmission Issues
~ Commission LLC
0706 U-23327 LA Louistana Public Servica Southwestem Electric. Retum on equity, Service quality
Commission Power Company
0806  ER-2006- MO Missouri Office of the Kansas Clty Power Retum on equlty,
0314 Public Counsel & Light Co. Weighted cost of capital
08/06 06S-24EG CO CF&!Steel,L.P. & Publc Service Company Retum on equity,
Climax Molybdenum of Colorado Weighted cost of capital
01/07 06-0960-£-42T WV West Virginia Energy Monongahela Power & Retum on Equity
Users Group Potomac Edison .
0107 43112 AK Steel, Inc. Vectren South, inc. Cost allocation, rate design
0507  2006-661 Maine Offica of the Bangor Hydro-Electic Retum on equity, weighted cost of capital,
Public Advocate
0w 70701 Connecticut Industrial Connecticut Light & Power Retum on equity, welghted cost of capital
Energy Consumers
1007  05UR-103 Wisconsin industrial Wiscansin Electric Power Co. Retum on equity

Energy Group,.Inc.

J. KENNEDY AND ASSOCIATES, INC.
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Richard A. Baudino
As of July 2013
Date Case Jurisdict.  Party Utility Subject
1107 29797 Louislana Public Service Cleco Power 1LC & Lignite Pricing, support of
Commission SWMWgtem Elec. Power setdlement
018  O7-S51ELAR Ohlo Energy Group Ohio Edisan, Cleveland Electic,  Relum on equily
' Toledo Edison ’ -
0308 070585, IL The Commercial Group Ameren Cost allocation, rate design
070585, ;
070587,
070588,
070589,
0740550,
(consal)
0408 070566 L The Commercial Group . Commanwaealth Edison Cost allocation, rate design
06/08  R-2008- : : Cosi and revenue allocation,
2011621  PA Columbla Industrial Intervenors  Columbia Gas of PA . Tarif ssues
0708  R-2008- - Philadelphia Area Industrial Cost and revenue allocation,
: 2028334 PA Energy users Group PECO Energy Tariff ssues
0708  R-2008-
203934 PA PPL Gas Lamge Users Gp. PPL Gas Retainage, LUFG Pct.
0808  6680UR- Wisconsin Industrial
116 Wi Energy Group Wiscarsin PSL Cost of Equity
0808  6BIOUR- Wisconsin Industria) '
119 Wi Energy Group Wisconsin PS Cost of Equity
0308  ER-2008- - Costand revenue
0318 MO The Commercial Group AmerenUE allocation
1008  R2008 U.S. Steel & Univ. of Costand revenue
2029325  PA Pitisburgh Med. Ct. Equttable Gas Co. allocation
08-G0609 NY Multiple intervenars Niagara Mohawk Fower Cost and Reverue allocation

J. KENNEDY AND ASSOCIATES, INC.
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o
Richard A. Baudino
As of July 2013
Date Case Jurisdict.  Party Utitity Subject
1208 278000 GA Georgla Public Sesvice i CWIPIAFUDC Issues,
Commission Georgla Power Company Revlew finandial projections
0309 ER08-1056 FERC Louisiana Public Service
Commission Entergy Sewvices, Inc. Capital Structure
0409  E002GR-03-1065 The Commercial Group - VNoﬂhsm States Power Cost and revenue aflocation and rate design
0509 080532 The Commercial Group Commonwealth Edison Cost and revenue allocation
0709 080677 South Florida Hospital and
Health Care Assn, Florida Power & Light Cost of equity, capital structure,
: Cost of short-term debt
0709 U30975 LA . Loulstana PSC Cleco LLC, Southwestem
Public Serviem Co, Lignite mine purchase
1009  4220-UR-116WI Wisconsin Industrial :
. Energy Group Northem States Power Class cost of service, rate design
1009  M-2009- B
2123945 PA PPAL Industsal PPL Electric Utiifies Smart Meter Plan cost allocastion
Customet Alllance. ) :
1009  M-2009- Philadelphia Area
2123344 PA Industial Energy Users Group  PECO Energy Company Smart Meter Pian cost aliocation
1009  M-2009- West Penn Power :
2123951 PA Industrial Intervenars West Penn Power Smart Meter Plan cost allocation
1109  M-=2008- Duguesne
2123948° PA Industrial Intervenors Duquesne Light Company Smart Meler Plan cost allocation
Met-Ed industrial Users Gp: Metropoitan Edison,
Penelec Industrial Customer Pennsylvania Electric Co.,
M-2009- Alliance, Penn Power Users Pennsytvania Power Co,
1108 2123650 PA Group . Smart Meler Plan cost aliocation
010 091352 Manongahela Power,
E42T wv West Virginia Energy Users Gp. Potomac Edisan Retum on equlty, rate of retum
0310  EO1S/GR- '
09-1151 MN Large Power Intervenors Minnesota Power Retum on equity, rate of retum
04/10 200300459 KY Kentucky Industrial Uliiity :
Consumers Kentucky Power Retum on equlty

J.KENNEDY AND ASSOCIATES, INC.
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As of July 2013
Date Case Jurisdict. Party Utility Subject
0410 200300548 Kentucky Industrial Utlity Louisville Gas and Electric,
2009-00549 KY Consumers Kentucky Utlifies Retum on equity
0510  100261-E- West Viginia Appalachian Power Co./ EE/DR Cost Rebavaty.
Gl - wv Energy Users Group . Wheeling Power Co, Allocation, & Rate Design
0510  R-2009- Cotumba Industrial Class cost of sevice &
2149262 PA " Intervenors Columbla Gas of PA cost aocation
08/10 201000038 KY Lexington-Fayette Urban Kentucky American - Retum on equity, rate of retum,
County Govesnment Water Company revenue reguirements
0810  R-2010- PPAL Industrial Customer PPL Electrc Utiles .
‘ 2161694  PA Allance Rata design, cost allocation
0710  R-2010- PhBadelphia Area Industial
2161576 PA Energy Users Group PECO Enegy Co. Retum on equity
0710 - R-2010- : Phfiadelphia Area Industrial -
2161582 PA Energy Users Group PECO Energy Co. Cost and revenue allocation
0710 9230 MD Maryland Energy Group Baltimore Gas and Electric Electric and gas cost and revenue ‘
: allocation; retum on equity
09110  10-70 MA University of Massachusetls- ~ Wastem Massachusetis Cost afloaton and rate design
Amherst - Electric Co.
010 R2010- Duquesne Industral : Cost and revenue allocation,
2179522 PA Intervenors Duquesne Light Company rate design
M0 P-2010- West Penn Power
2158084 PA: Industrial Intervenors WestPenn Power Co. Transmission rate design
110 100689 West Virginia Energy Appalachian Power Co. & Retum on equity, rafe of
E42T wv Users Group Wheellng Power Ca. Retum
1110 100467 L The Commercial Group Commaméllh Edison Cost and revenue allocation and
rate design
04111 R-2010- Central Pen Gas Tariff issues,
2214415 PA Large Users Group UGI Central Penn Gas, Inc. revenue aliocation
0711 R-2011- Philadelphia Area e
2239263 PA Energy Users Group PECO Energy Retainage rate
08/11  R-2011- Pennsyvania-American
2232243 PA AK Steel Waler Compay Rate Design
08/11 11AL-151G CO Climax Molybdenum PS of Colorado Cost allocatian
0911 11-G0230 NY ~ Muhipis Intervenors Coming Natural Gas Co. Cost and revenue aflocation
1011 4220-UR-117WI Wisconsin Industrial Energy Gp.  Northem States Power

Cost and revenue allocation, rate design

J. KENNEDY AND ASSOCIATES, INC.
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Richard A. Baudino
As of July 2013

Date Case Jurisdict. Party Utitity Subject
0212 11AL947E CO Chmax Molybdenum, CF&! Steel Public Sve. Of Colorado Retumon equny wid, cost of capital
072 120015€ FL Sauth Florida Hospitals and

Health Care Assn, Florida Power and Light Co, Retum on equity, wid. cost of capiat
0712  120813-EPC WV West Virginia Energy Users Gp.  Allegheny Powey Company Speciat rate proposal for Century Aluminum
0712  R-2012- PP&L Industial Customer ‘

2290597 PA Allance ~ PPLElechicUtiiles Comp. . . Cost allocation

0912  05UR-108 Wi Wisconsin Industrial i Class cost of senvice, cost and revenue

Energy Group Wesconsin Electric Power Co. allocation, rate design
0912 201200221 ' Kentucky Industrial - Louisvile Gas and Electric,

201200222  KY Utilty Consumers Kentucky Utiities Retum on equity
10/12 9299 MD Maryland Energy Group Baltimore Gas & Electric Cost and revenue aflocation, rate design
Cost of equity, weighted cost of capital

10/12 . 4220-UR-118  WI Wisconsin Industial Nostham States Power . Class cost of service, cost and reverue

Energy Group Company - allocation, rate design
1012 473130199 TX Steering Committee of Cifes - Cross Texas Tranémission, Retum on equity,

Served by Oncor LLC capital structure
0143  R2012-2321748 Columbia Industria) Cotumbia Gas of Pannsytvanla  Cost and revermue allocation

: etal PA Intesvenars : :

02113 12AL-1052E  CO Cripple Creek & Victor Gold Black Hills/Colorado Electic Costand revenue aflocations

Mining, Holcim (US).Inc. Utility Company
06&/13 8009 vT 18M Corporation Vermont Gas Systesms Cost and revenue allocation,

rate desigh

0713 130040-El L WCF Hospltal Utility

Atiance Tampa Electic Co. Retum on equity, rate of retum

J. KENNEDY AND ASSOCIATES, INC.
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Press Release

FEDERAL RESERVE press 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 conditions 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 the 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 diminished since the fall. The
Committee also anticipates that inflation over the medium tenn likely will run at or below its 2
percent objective.

To support a stronger economic recovery and to help ensure that inflation, 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 condmons more
accommodative,

The Committee will closely monitor incoming information on economic and financial developments
in coming 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 composition 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 O to 1/4

hitp://www federalreserve.gov/newsevents/press/monetary/20130619a.htm - - - e 7/9/2013-
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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 6-1/2 percent, inflation

"~ 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 inflasion 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 market
conditions, indicators of inflation pressures and inflation expectations, and readings on financial
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/newsevents/press/monetary/20130619a.htm- -~ - . -+ - 7/9/2013- - -
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Historical Daily VIX
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K
5 |

_X pAnnuai Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
gFor the fiscal year ended | December 31,2012 |5

OR
Transition Report Pursuant to Section 13 or I5(d) of the Securities xchange Act of 1934
For the transition period from to

a .

Exact name of each Registrant as specifiedin =~ - L.R.S. Employer
Commission its charter, state of incorporation, address of Identification

File No. o principal executive offices, telephone number m Number
1-8180 TECO ENERGY, INC, 59-2052286

(a Florida corporation)

T CO Plaza

702 N. Franklin Street

Tampa, Florida 33602 :

@ (813) 228-1111 @

1-5007 . TAMPA ELECTRIC COMPANY 59-0475140
(a Florida corporation)
T CO Plaza
702 N. Franklin Street
Tampa, Florida 33602
o (813)228-1111 o

Securities registered pursuant to Section 12(b) of the Act:
a
Name of each exchange on
Title of each class - a which registered
TECO Energy, Inc.
Common Stock, $1.00 par value a New York Stock Exchange

Securities registcred"pursuant to Section 12(g) of the Act: NONE

Indicate by check mark if T CO Energy, Inc. is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
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 15(d) of the Exchange Act.
YES [] NO (X]

Indicate by check mark whether the registrants (1) 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] NOI[]

Indicate by check mark whether the registrants have submitted electronically and posted on their corporate Web site, i€ 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 III of this Form 10-K or any amendment to this Form
10-K. { ]

Indicate by check mark whether TECO Energy, Inc. is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See
the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule {2b-2 of the Exchange Act.
a .

Large accelerated filer  y [X] o Acceleratedfilee @[ ] g Non-accelerated filer @ { ] o Smaller reporting company ml]

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 m Meaning :
ABS m asset-backed security
ADR m American depository receipt
AFUDC m allowance for funds used during construction

AFUDC -debt [y debt component of allowance for funds used during construction
AFUDC - equity g equity component of allowance for funds used during construction

AMT m alternative minimum tax

AOCI m accumulated other comprehensive income

APBO 1 accumulated postretirement benefit obligation

ARO p asset retirement obligation
'BACT @ Best Available Control Technology

BTU m British Thermal Unit

capacity clause capacity cost-recovery clause, as established by the FPSC

CCRs m coal combustion residuals

CERCLA  Comprehensive Environmental Response, Compensation and Liability Act of 1980
CGESJ m Central GeneradoraEléctrica San José, Limitada, owner of the San José Power Station in Guatemala
CMMA m Cardno MM&A

CMO m collateralized mortgage obligation

CNG m compressed natural gas

CPI-U m consumer price index - all urban consumers

CO; @ carbon dioxide

CT m combustion turbine

DECA Il m Distribucién Eléctrica Centro Americana, 11, S.A.

DOE m U.S. Department of Energy

ECRC o environmental cost recovery clause -

EEGSA m Empresa Eléctrica de Guatemala, S.A., the largest private distribution company in Central America
EHI m Edison Electric Institute .
EGWP m Employee Group Waiver Plan

EPA m U.S. Environmental Protection Agency

EPS o eamings per share

. ERISA m Employee Retirement Income Security Act

EROA m expected return on plan assets

ERP m enterprise resource planning

FASB m Financial Accounting Standards Board

FDEP m Florida Department of Environmental Protection

FERC m Federal Energy Regulatory Commission

FGT m Florida Gas Transmission Company

FPSC m Florida Public Service Commission

fuel clause m fuel and purchased power cost-recovery clause, as established by the FPSC
GAAP @ generally accepted accounting principles

GHG @ ereenhouse gas(es) .

HCIDA o Hillsborough County Industrial Development Authority

HPP m Hardee Power Partners

IFRS m International Financial Reporting Standards

IGCC m integrated gasification combined-cycle

10U o investor owned utility

IRS m Intemnal Revenue Service

ISDA @ International Swaps and Derivatives Association

ISO m independent system operator

ITCs (p investment tax credits

kW m Kilowatt(s)

kWh m kilowatt-hour(s)

a
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LIBOR
MAP-21
MARN
MBS
MD&A
met
MMA
MMBTU
MRV
MSHA
MW
MWh
NAESB
NAV
NERC
NOL
Note

PUHCA 2005
REIT
REMIC

- RFP

ROE
Regulatory ROE
RPS
RTO
S&pP
SCR
SEC
SO
SERP
SPA
STIF
TCAE

Tampa Electric
a

London Interbank Offered Rate
o Moving Ahead for Progress in the 21st Century Act
m Ministry of Environment, Guatemala
m mortgage-backed sccurities
m Management’s Discussion and Analysis
o mettalurgical ]
m The Medicare Prescription Drug, [mprovement and Modermization Act of 2003
m one million British Thermal Units
op market-related value
m Mine Safety and Health Administration
m megawatt(s)
m megawatt-hour(s)
m North American Energy Standards Board
m net asset value
m North American Electric Reliability Corporation
m net operating loss
m Note___ to consolidated financial statements
o nitrogen oxide
m normal purchase normal sale
@ New York Mercantile Exchange
m operations and maintenance expenses
m open access transmission tariff
m other comprehensive income
m over-the-counter
m other than temporary impairment
m Pension Benefit Guarantee Corporation
m postretirement benefit obligation
m pulverized coal injection
m Polk County Industrial Development Authority
m purchased gas adjustment
m Peoples Gas System, the gas division of Tampa Electric Company
m power purchase agreement ’
m Power Plant Siting Act
m potentially responsible party
m Public Utility Holding Company Act of 2005
m real estate investment trust
m real estate mortgage investment conduit
m request for proposal
[ return on common equity
oo return on common equity as determined for regulatory purposes
m renewable portfolio standards
g regional transmission organization
m Standard and Poor’s '
m selective catalytic reduction
tg U.S. Securities and Exchange Commission
m sulfur dioxide
@ Supplemental Executive Retirement Plan
m Stock purchase agreement
m short-term investment fund

m Tampa Centro Americana de Electridad, Limitada, majority owner of the Alborada Power Station

@ Tampa Electric, the electric division of Tampa Electric Company
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m Tampa Electric Company, the principal subsidiary of TECO Energy, Inc.

m TECO Diversified, Inc., a subsidiary of TECO Energy, Inc. and parent of TECO Coal Corporation

m TECO Coal Corporation, and its subsidiaries, a coal producing subsidiary of TECO Diversified

o TECO Finance, Inc., a financing subsidiary for the unregulated businesses of TECO Energy, Inc.
TECO Guatemala, Inc., a subsidiary of TECO Energy, Inc., parent company of formerly owned generating and transmission assets

m in Guatemala. :

m Tecnologia Maritima, S.A., a provider of dry bulk and coal unloading services located in Guatemala

m TEC Receivables Company

m U.S. Amy Corps of Engineers

oo variable intecest entity

@ The Worker, Retiree and Employer Recovery Act of 2008
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" Revenues from Continuing Operations
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For additional financial mformatlon regarding TECO Energy’s slgmﬁcant business segments including geographic areas, see Note 14 to the
TECO Energy Consolidated 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 José power stations,
related facilities and operations in Guatemala, for a total purchase price of $227.5 million in cash. The sale of the Alborada Power Station closed on the sarme
date for a selling price of $12.5 million.

On Dec. 19, 2012, the closing occurred on the sale of the San José 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. Consolidated Financial Statements for 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, distribution 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 Intemational 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 forresale. Approximately 5% of revenues were attributable to governmental

municipalities. The sources of operating revenue and MWH sales for the years indicated were as follows:
o
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The transmission rate case updated Tampa Electric’s charges under its FERC-approved OATT for the various forms of wholesale transmission
scrvice 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 efTective 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 1, 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 first quarter of 2012. The
FERC accepted these settlements as filed, and the settlements took effect during the latter part of 2012. 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, substation and transmission
line siting, noise and aesthetics, solid waste and other environmental matters (see the Environmental Matters 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 to retain and expand its retail business by managing costs and providing quality service to retail customers.

Unlike the retail electric business, Tampa Electric competes 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 govems the building of new generation involving steam capacity of 75 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 Florida.

Tampa Electric is not a major participant in the wholesale market because it uses its lower cost generation to serve its retail customers cather 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 of Need 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 to
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 61% of Tampa Electric’s generation of electricity for 2012 was coal-fired, with natural gas representing approximately 39% and oil
representing less than 1%. 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 MMBTU and average delivered cost per ton of coal bumed have been as
follows:

a
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Tampa Electric’s generating stations bumn fuels as follows: Bayside Station burns natural gas; Big Bend Station, which has SO ; scrubber
capabilities and NO, reduction systems, burns a combination of high-sulfur coal and petroleum coke, No. 2 fuel oil and natural gas at CT4; Polk Power
Station burns a blend of low-sulfur coal and petroleum coke (which is gasified and subject to sulfur and particulate matter removal prior to combustion),
natural gas and oil; and Phillips Station, which bumed residusl 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 80% of its coal under long-term
contracts with four suppliers, and approximately 20% 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 reflect changes in several important cost factors and for suspension
orreduction of deliveries if environmental regulatlons should prevent Tampa Electric from buming the coal supplied, provided that a good faith effort has been
made to continue burning such coal.

In 2012, approximately 86% of Tampa Electric’s coal supply was deep-mined, approximately 8% was surface-mined and the remaining was
petroleurn coke. Federal surface-mining laws and regulations have not had any material adverse impact on Tampa Electrlc s coal supply or results 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
hss contracted for 70% of its expected gas needs for the April 2013 through October 2013 period. In 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 right to
purchase Tampa Electric’s property used in the exercise of its franchise if the franchise is not renewed. In 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
cxpiration dates through September 2040, '

Franchise fees payable by Tampa Electric, which totaled $44.3 million at Dec. 31, 2012, are calculated using a formula based primarily on
electric revenues and are collected on customers’ bills.

Utility operations in Hillsborough, Pasco, Pinellas and Polk Counties outside of incorporated municipalities are conducted in each case under one
or more permits to use state or county 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
9



© JOCKET NO. T3UUAU-E!
TECO Energy Dec. 31, 2012 SEC 10-K
_Exhibit RAB-5, Page 8 of 9

Table of Contentr;

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 settiement 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 SO, and installation of SCR systemns for NO, reduction on Big Bend Units 1 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 SO, NOx and PM emissions from its facilities by 164,000 tons (94%), 63,000 tons (91%) and 4,500 toas (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 CO by approximately 20%, bringing
emissions to near 1990 levels. Tampa Electric expects emissions of CO; to remain near 1990 levels until the addition of the next baseload unit, which is
scheduled to be in service in January 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 ; 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 ; 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 seck to recover those costs through a base-rate proceeding, but
.cannot 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 agresments
with the respective governmental -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 vmually all instances where other PRPs are mvolved 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
investigation 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. .
a
10




LWOCKeT NG, 'I3UUsuU-tI
TECO Energy Dec. 31, 2012 SEC 10-K

Tabhle of Content.:

REGULATION

Tampa Electric’s and PGS’s retail operations are reguiated by the FPSC, which has jurisdiction over retail rates, quality of scrvice and reliability,
issuances of securities, planning, siting and construction of facilities, accounting and depreciation practices, and other matters.

In 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 investmnent in assets used and useful in providing electric and natural gas distribution services (rate base). The rate of retum
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 gespects, 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 Electric - Base Rates

Tampa Electric’s rates and allowed ROE range of 10.25% to 12.25%, with a midpoint of 11.25%, 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% equity in the capital structure, and 2009 13-month average rate base of $3.4 billion. In a series of subsequent
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 aresult 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 final, 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 costs 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.

In 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 werecollected in 2012 and 201 1. Ratesapproved 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 filed transmission rate and wholesale requirements cases with the FERC. The
a
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Parent Cash Overview

M 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

W Support Tampa Electric’s capital spendmg 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

B 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 - § conversion

B Conversions from petroleum and propane to natural gas and compressed
natural gas vehicle conversions growing

M Strong cash flow generation supports grthh

M Significant balance sheet and credit ratings improvements
' ' 19
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John Ramil

Chief Executive Officer
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cS Florida Economy
M 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

B Employment is increasing

— Florida added 90,000 jobs in the last year

B Retail trade, transportation, professional services, private health
- and education services and tourism related

— Tampa area added more than 20,000 jobs in the last year
B Second largest job growth in Florida over that period

W Taxable sales are increasing

W Outlook is for continued improvement in the economy
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TECO Energy Investor Presentations
’ Exhibit RAB-6, Page 11 of 19

S : Florida Economy

ErNERISY

B Housing market continues to improve
— Metrostudy data indicates Tampa area new home construction
activity is increasing
~ B 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

W 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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TECS 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 compames

— Net Operating Loss (NOL) position for income tax
purposes
m $450 million balance at 12/31/11
B Expect to pay minimal cash taxes through 2016
— No significant TECO Energy debt maturities until 2015
B 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

16
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TECO Energy Investor Presentations

TECS. I Conclusion

M Florida economy is improving

M Expect the Florida utilities to earn allowed returns

M Long-term growth at Tampa Electric from investment in
generating capacity |

M Strong cash flow generation
— Ability to fund capital expenditures

W Dividend policy targeting a payout ratio of 60-70% of
consolidated net income

19
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Unemployment Trends

e=== Florida us Hillsborough County

ida Agency for Workforce Innovation 22
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Single Family Building Permits

S

Oct. 2009 Moving average low point
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SF Building Permits  —==12-Month Moving Average
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~ Tampa Area Existing Home Resales

2,500

2,000 . A

1,500 - ‘ V —d

1,000 v ‘

500
12-month ended March 2012 average monthly homes sales +5.0%
vs. 12 months ended March 2011
s § § & % 3 3 3 % % % ® = = = = = = = = g
P bR bloyiiiorloioloil

Source: Greater Tampa Association of Realtors
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Tampa Aréa Existing Home
Average Resale Prices
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Source: Greater Tampa Association of Realtors
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Hillsborough County
Monthly Taxable Sales
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Docket No. 130040-El
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 1 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA'’S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 3
PAGE 1 OF 1

FILED: JULY 5, 2013

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.

2009
2010
2011
2012
2013
2014

$506,047,000
$301,000,000
$325,701,000
$342,884,000
$420,570,000 Budget
$640,637,000 Budget
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Docket No. 130040-E!
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 2 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

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 prlor to April 5,

. 2013.

Please refer to Mr. Hevert's response to OPC's Fourth Set of Interrogatorles
No. 35, as filed on May 20, 2013.
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Docket No. 130040-El

Tampa Electric Discovery Responses

. Exhibit RAB-7, Page 3 of 28
TAMPA ELECTRIC COMPANY

DOCKET NO. 130040-El
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 B. Hevert's direct testimony please:

a.

b.

a-b

List all companies initially considered for inclusion in the proxy group;

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;

The reasoning to use the 60% figure; and

The reasoning to use the 90% figure.

Please see response to OPC's 4" request for PODs (No. 35) on Tampa
Electric’s External SharePoint Site, (BS 500) Attachment 35.xIsx.

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.

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 that 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.
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Docket No. 130040-E}
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 4 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

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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- Docket No. 130040-El
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 5 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
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, investors
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.

30
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Docket No. 130040-E!
. Tampa Electric Discovery Responses
Exhibit RAB-7, Page 6 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

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 attached 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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Tampa Electric Discovery Responses
Exhibit RAB-7, Page 7 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA'S SECOND REQUEST FOR PODS

FILED: JULY 5, 2013

CAPITAL INVESTMENTS
Capital Investments
Forecast it
. 2013-2017 |
(millions) Actual 2012 2013 2014 2015-2017 Total
Tampa Electric'”
Transmission - $31 $30 $35 $70 . $135
Distribution 103 105 115 325 545 ..
Generation 153 165 170 395 730
New generation and transmission 5 50 210 345 605
Other 28 30 35 "~ 95 160
Other environmental . 23 40 75 25 140
Tampa Electric total 343 420 640 | 1,255 2,315
Net cash effect of AFUDC, accruals and - - - -
retentions'” 19 ' )
Tampa Electric net 362 420 640 1,255 2,315
Peoples Gas ' 98 80 100 310 490
Unreguiated companies 45 20 35 120 175.
Total $505 $520 $775 $1,685 $2,980

(1) Individual line items exchude AFUDC debt and equity; however total AFUDC is a reconciling item in 2012.

TECO Energy’s 2012 capital expenditures.of $505 million included $362 million at Tampa Electric, including AFUBC’
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 commescial 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 equxpment replacement, and $5 million for permitting and surface site
preparation for new metallurgical coal reserves announced in November 201 1.

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 2013, 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 CTs under long-term agreements with equipment manufacturers, approximately $70 million for
generating unit outages in 2013 and advance purchases for 2014 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 environmental 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
requirements for storm hardening, and an active 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 under long-term agreements with equipment manufacturers, average annual expenditures of
more than $130 million to support generating unit availability and reliability, combustion by-product handling and storage,
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 annually for transmission and distribution system

59
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Tampa Electric Discovery Responses
. Exhibit RAB-7, Page 8 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

HUA'S SECOND REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 31

BATES STAMPED PAGES: 1418 - 1426
FILED: JULY §, 2013

31. Regarding Callahan at 9:23-25. Please provide any documents comparing
Tampa Electric’s capital expenditures to those of other utilities.

A. The requested documents are attached.

1418
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SNLEnergy

INANCIAL FOCUS

5 .
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 fieet, 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 formal 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 levels. We note that the estimates included in
this study are derived from formal company forecasts and, accordingly, reflect committed projects.

Saeh2

Total Capital Expenditures for 47- Company Universe .
Grph 4 Historiedd and Fo -3 Silhoas) Cap Ex by Bu:lm(tz; 3!;‘ glutm: Companias

Electric

100
80
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Sowrce: SN, Enargy

Source: 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 timeframe. 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, and 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
stiil 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@sni.com
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Table 3 Total Capital Expenditures for 47 Companies (Historical and Forecast)
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Table 4 Utility Capital Expenditures by Category (2013-2015)
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Docket No. 130040-El E
Tampa Electric Discovery Responses TAMPA ELECTRIC COMPANY

Exhibit RAB-7, Page 12 of 28 DOCKET NO. 130040-El
HUA'S SECOND REQUEST FOR PODS
FILED: JULY 5, 2013

Notes to Table 4:

RRA estimate for proportion related to environmental and/or renewable spending

Maintenance and growth capital expenditure apportioned to: generation 15%, T&D 65%, other 20%
Spending on fuei included in generation

Nuclear spending included in generstion

Includes potential capital expenditures that may not be realizad

Caﬁltal expanditures calculated and apportioned as per RRA adjustments

Average shown for any range provided by the company

FactSet estimates for years in which company has not provided data

Includes only capital expenditures that have been approved by NEE's board of directors

Includes the potential investment for the Praire Wind Transmission join‘( venture

* Classificaion by business type unawellable for some years, resulting in "below the line" listing

** Electric T&D includes Smart Metering/AMI
Percentages of three-year total shown next to each category
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Docket No. 130040-El
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 13 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

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.”

The combany has no documents that are responsive to this request.
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Docket No. 130040-El
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 14 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

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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Docket No. 130040-El
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 15 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

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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Docket No. 130040-El
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 16 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

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 tradeoffs 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-El
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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Docket No. 130040-El
Tampa Electric Discovery Responses
- Exhibit RAB-7, Page 18 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El

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-El

HUA'S SECOND REQUEST FOR
PRODUCTION OF DOCUMENTS
DOCUMENT NO. 37

BATES STAMPED PAGES: 1432 - 1439
FILED: JULY 5, 2013

37. Regarding Callahan at 22:11-23. Please provide all documents explaining
the ranking system utilized by Regulatory Research Associates. -

A. The requested documents are attached.
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**Regulatory Research Associates

REGULATORY 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 50 states and
the District of Columbia on an ongoing basis. The evaluations are assigned from an investor perspective and
indicate the relative regulatory 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 Commissign Profiles, and when we publish this
quarterly comparative evaluations report. The majority of factors that we consider are discussed in Focus
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 equal number of ratings above the average and below
the average: The graph below depicts the current distribution of our rankings. (A more detaiied explanation
of our ratings process can be found In the Appendix that begins on page 3.)

RRA State Regulatory Rankings -~ Jan. 16, 2013
18

14
12

Number of States
©

Source: Regulatory Research Associates/SNL Energy

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 RRA
article dated 12/13/12), we are ralsing our rating of Florida regulation to Above Average/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 settdement 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 Hawalii regulation to Average/1 from Average/2. Also,
in order to maintain a balance in our rankings, we are lowering our rating of West Virginia regulation to Below

Average/] from Average/3. :

30 Montgomery Street, Jersey City, NJ 07302 Phone 201.433.5507 « Fax 201.433.6138 « ra@snl.com
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-3- January 16, 2013
Appendix: Expianation of RRA ratings process

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 "1L" 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 rankings above and below the average. The variables that
RRA considers in determining each state's ranking are largely the broad issues addressed in our State

fews Pr and those that arise in the context of rate cases and are discussed in
RRA Rate Case Final Reports. Keep in mind that the rankings 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.

Commissioner Selection Process/Membershig--RRA looks at how commissioners are selected in each state. All
else being equal, RRA 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., lllinois, Florida, and Maryland, all of which were downgraded by RRA when Increased
politicization of the regulatory process became apparent.)

~ In addition, RRA looks at the commissloners 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 to 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 .
statutory 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 or 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 and the level of contentiousness in the rate case process. RRA's opinion on these
issues is largely based on past experience and observations.

Rate Case Timing/Interim 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 RRA 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 eam its authorized ROE, there
Is no guarantee that the utility will do so.)
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- TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA'’S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 5
PAGE 1 OF 2
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 foIIoWing 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 2.0%
2002 303,276 9.9%
2003 275,950 -9.0%
2004 258,062 -6.5%
2005 266,588 3.3%
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%




Docket No. 130040-E!

Tampa Electric Discovery Responses
Exhibit RAB-7, Page 23 of 28

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA’S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 5
PAGE 2 OF 2

FILED: JULY §, 2013

Total Debt Expense

Actual (S)

1994 36,950,033

1995 38,210,213  3.4%
1996 39,243,518 2.7%
1997 43,412,365 10.6%
1998 44,126,223 1.6%
1999 44,886,647 1.7%
2000 44,862,411 -0.1%
2001 51,776,737 15.4%
2002 65,571,115 26.6%
2003 89,817,695 37.0%
2004 88,286,849 -1.7%
2005 86,442,349 -2.1%
2006 95,372,516 10.3%
2007 105,826,166 11.0%
2008 110,034,111 4.0%
2009 113,089,660 28%
2010 116,274,843 2.8%
2011 114,831,133 -1.2%
2012 105,389,196 -8.2%

1995-2007 9.0%
2008-2012 0.0%




12

Docket No. 130040-El
Tampa Electric Discovery Responses
Exhibit RAB-7, Page 24 of 28 '

TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
HUA'S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 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 growthis expected to continue.
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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
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.”

‘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 hitp://www.spindices.com/indices/equity/sp-500.
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TAMPA ELECTRIC COMPANY
DOCKET NO. 130040-El
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-El

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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SNLTable

3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781

Source: SNL Financial

2012Q4
2012Q3
2012Q2
2012Q1
2011Q4
2011Q3
2011Q2
2011Q1
2010Q4
2010Q3
2010Q2
2010Q1
2008Q4
2009Q3
2009Q2
2009Q1
2008Q4
2008Q3
2008Q2
2008Q1
2007Q4
2007Q3
2007Q2
2007Q1

2012Q4
2012Q3
2012Q2

2012Q1 -

2011Q4
2011Q3
2011Q2
2011Q1
2010Q4
2010Q3
2010Q2
2010Q1
2009Q4
2009Q3
2008Q2
2009Q1
2008Q4
2008Q3
2008Q2
2008Q1
2007Q4
2007Q3
2007Q2
2007Q1

-Common Equity
53.78%
51.36%
50.63%
52.04%
51.48%
5201%
51.51%
51.32%
50.54%
51.56%
50.53%
51.20%
50.12%
50.45%
50.10%
50.55%
51.84%
51.13%
50.26%
51.43%
48.01%
46.44%
44.87%
47.12%

Company Name
201129

Tampa Electric Company
Tampa Eleclric Company
Tampa Eleciic Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company
Tampa Electiic Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company
Tampa Electsic Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company

Tampa Electric Company .

Tampa Electric Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company
Tampa Electric Company

Tampa Eleclric - Historical Capital Stucture

Deb!
46.22%
48.64%
49.37%
47.96%
48.52%
47.99%
48.49%
48.68%
49.48%
48.44%
48.47%
48.80%
49.88%
49.55%
49.90%
49.45%
48.18%
48.87%
49.74%
48.57%
51.98%
53.56%
55.13%
52.88%

SNL Institution

201136
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781
3010781

Debt ($000)

201282
1,701,306
1,847,980
1,831,988
1,682,235
1,768,172
1,768,158
1,768,145
1,768,132
1,843,118
1,768,105
1,768,082
1,768,079
1,768,085
1,768,052
1,665,045
1,664,947
1.684,850
1,664,752
1,664,654
1,564,557
1,659,459
1,658,361
1,784,257
1,585,218

2012684
1,979,457
1,851,697
1,878,554
1,881,802
1,875,807
1,918,262
1,885,804
1,863,833
1,883,456
1,802,060
1,884,415
1,874,059
1.831,712
1,855,284
1,831,094
1,800,325
1,822,682
1,755,445
1,881,975
1,657,563
1,532,687
1,489,394
1,452,032
1,433,442

Issued ($000)

201247

R = - R e e i - N N N NN -N-N-N-N-X-N-N-}

TolalLong-tem Total Proprietary Preferted Stock Notes Payable
Capital (§000)

201304
0

0

0
34,000
0

0

7.000

0

0
18,800
77,000
18,000
55,000
54,000
159,000
96,000
28,550

13,000
0

1,120
370
58,175

13,560

Notas Payable to
Associated
Companies
{$000)

201308
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American Electric Power

Black Hills Corp.

Cleco

CMS Energy

Consolidated Edison

Dominion Resources

Great Plains Energy

TAMPA ELECTRIC COMPANY

ELECTRIC COMPANY COMPARISON GROUP

AVERAGE PRICE, DIVIDEND AND DIVIDEND YIELD

High Price ($)
Low Price ($)
Avg. Price ($)
Dividend ($)
Mo. Avg. Div.
6 mos. Avg.

High Price ($)
Low Price ($)
Avg. Price ($)
Dividend ($)
Mo. Avg. Div.
6 mos. Avg.

High Price ($)
Low Price ($)
Avg. Price ($)
Dividend ($)
Mo. Avg. Div.
6 mos. Avg.

High Price ($)
Low Price ($)
Avg. Price ($)
Dividend ($)
Mo. Avg. Div.
6 mos. Avg.

High Price ($)
Low Price ($)
Avg. Price ($)
Dividend ($)
Mo. Avg. Div.
6 mos. Avg.

High Price ($)
Low Price ($)
Avg. Price ($)
Dividend ($)

Mo. Avg. Div.

- 6 mos. Avg.

High Price ($)
Low Price ($)
Avg. Price ($)

. Dividend ($)

Mo. Avg. Div.
6 mos. Avg.

Docket No. 130040-El
Comparison Group Dividend Yield
Exhibit RAB-8, Page 1 of 3

Jun-13.  May-13 Apr-13 __ Mar-13 Feb-13 Jan-13
46.490 51.600 51500 48.680  47.030  45.340
42830 45570 47940 46.360 44230 42,920
44660  48.585 49.720 47.520 45630  44.130
0.490 0.490 0.470 0.470 0.470 0.470
4.39% 4.03% 3.78% 3.96% 4.12%  4.26% -
4.09%
49350 ' 50.530 46.950 44.320 41900  40.970
45070 45820 43190 41.020 39.550  36.890
47210 48175  45.070 42670  40.725  38.930
0.380 0.380 0.380 0.380 0.380 0.380.
3.22% 3.16% 3.37% 3.56% 3.73% 3.90%
3.49%
46.760 49400  49.520 47170 44770  42.830
43.750 44.810 46.240 43570 42360  40.390
45255 47105 47880 45370  43.565 41610
0.362 0.338 0.338 - 0.338 0.338 0.338
3.20% 2.87% 2.82% 2.98% 3.10% 3.25%
3.04%
27720 29980 29.940  27.950  26.790 25.740
25760 26.790 27.670  25.990 25430 24.600
26.740 28.385  28.805  26.970 26110  25.170
0.255 0.255 0.255 0.255 .0.255 0.240
3.81% 3.59% 3.54% 3.78% 3.91% 3.81%
3.74% ’
58.950 64030 63810 61.130 59.200 57.060
55420  56.850  60.440 58.330 56.260  54.950
57.185 60440 62125 59730 57.730  56.005
0.615 0.615 0.615 0.615 0.615 0.605
4.30% 407% - 3.96% 4.12% 4.26% 4.32%
4.17%
57250 61.850 61.720 58.250  57.190  54.540
53.790 56.550 57.940 55450  53.900  51.920
55,520 59.200 59.830 56.850  55.545 . 53.230
0.563 0.563 0.563 0.563 0.563 0.527
4.06% 3.80% 3.76% 3.96% 4.05% 3.96%
3.93% ‘
23210 24440 24140 23200 22470 21410
21.730  22.080 - 22670 21590 21.310  20.390
22470 23260 23405 22395  21.890  20.900
0.217 0.217 0.217 0.217 0.217 0.217
3.86% 3.73% 3.711% 3.88% 3.97% 4.15%
3.88%




Hawaiian Electric

Otter Tail

Pepco

Pinnacle West

SCANA

UIL Holdings

UNS Energy

Docket No. 130040-El
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

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%
6 mos. Avg. 4.65%

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 ($) 27.640 29.165 30.770 29.805 27.985 26.180
Dividend ($) 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%
6 mos. Avg. 4.18% :

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%

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% 3.711% - 3.68% 3.84% 4.00% 4.15%
6 mos. Avg. 3.89% '
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%

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% ’ '

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%

6 mos. Avg. 3.70%
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Jun-13  May-13 Apr-13 Mar-13 Feb-13 Jan-13
Westar Energy High Price ($) 32.240 34.920 34.960 33.350 31670 30.230
Low Price (3$) 30.130 31.260 32.850 31.010 30.080  28.590
Avg. Price ($) 31.185 33.090 33.905 32.180 30.875 29.410
Dividend (3) 0.340 0.340 0.340 0.340 0.330 0.330
Mo. Avg. Div. 4.36% 4.11% 4.01% 4.23% 4.28% 4.49%
6 mos. Avg. 4.25%
Wisconsin Energy High Price (3) 41.740 44.840 45.000 42.950 41.410 39.430
Low Price ($) 39.040 40.560 = 42310 40.790 39.360 37.030
Avg. Price ($) 40.390 42.700 43.655 41.870 40.385 38.230
. Dividend ($) 0.340 0.340 0.340 0.340 0.340 0.300
Mo. Avg. Div. 3.37% 3.19% 3.12% 3.25% 3.37% 3.14%
6 mos.Avg. 3.24% '
Average Dividend Yield 4.00%
Monthly Group Dividend Yields 4.11% 3.85% 3.80% 3.97% 409% = 4.19%

Source: Yahoo! Finance
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TAMPA ELECTRIC COMPANY
ELECTRIC COMPANY COMPARISON GROUP
DCF Growth Rate Analysis
(M (2) (3) 4) (5)
Value Line  Value Line  Value Line Thomson

Company bpPs EPS . BxR Zacks Financial
American Electric Power Co. 4.00% 4.50% 4.00% 3.38% 3.84%|
Black Hills Corporation 2.50% 11.50% 4.00% 6.00% 6.00%
Cleco Corp. 10.00% - 5.50% 4.50% 8.00% 8.00%
CMS Energy Corporation 8.00% 5.50% 5.00% 5.85% 5.90%
Consolidated Edison, Inc. 1.50% 2.50% 3.50% 3.27% 2.27%
Dominion Resources, Inc. 5.50% 6.00% 5.00% 4.63% 7.27%
Great Plains Energy Incorporated 6.00% 6.50% 3.00% 5.07% 6.26%
Hawaiian Electric Industries, Inc. 2.00% 5.50% 2.50% 3.70% 2.40%
Otter Tail Corp. - . 1.50% 21.50% 4.00% 6.00% 6.00%
Pepco Holdings, Inc. . 1.00% 6.00% 2.50% 6.00% 4.60%
Pinnacle West Capital Corp. 3.62% 5.00% 3.50% 4.13% 6.00%
SCANA Corporation 2.50% 4.50% 4.00% 4.65% 4.80%
UIL Holdings Corporation 0.00% 4.00% 3.00% 6.50% 8.06%
UNS Energy Corp. 5.50% 6.50% 4.50% 7.95% 8.00%
Westar Energy, Inc. . 3.00% 6.00% 4.50% 5.13% 4.83%
Wisconsin Energy Corporation 12.00% 5.50% 5.00% 5.20% 4.93%
Averages* 4.29% 5.67% 3.91% 5.34% 5.57%
Median Values 3.31% 5.50% 4.00% 5.17% 5.95%

Sources: Zack's and Thomson Earnings Reports, retrieved June 25, 2013
Value Line Investment Survey, May 3, May 24, and June 21, 2013

* . The Value Line eamings growth estimate for Otter Tail Corp. was omitted from the group average.
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Method 1;
Dividend Yield

Growth Rate
Expected Div. Yield
DCF Return on Equity

Midpoint of Results

Method 2;
Dividend Yield

Median Growth Rate
Expected Div. Yield
DCF Return on Equity

Midpoint of Results

RETURN ON EQUITY CALCULATION - ELECTRIC COMPANY COMPARISON GROUP

TAMPA ELECTRIC COMPANY
(1) @ () 4 (5

Value Line  Value Line Zack's Thomson Average of
Dividend Gr. Eamings Gr. Earning Gr. Earning Gr.  All Gr. Rates
© 4.00% 4.00% 4.00% 4.00% 4.00%
4.29% 5.87% 5.34% . 5.57% 5.22%
4.09% 4.11% 4.11% 4.11% 4.10%
8.38% 9.78% 9.45% 9.68% 9.32%
9.08%
4.00% 4.00% 4.00% 4.00% 4.00%
3.31% 5.50% 517% 5.95% 4.98%
4.07% 4.11% 4.10% 4.12% 4.10%
7.38% 9.61% | 9.27% 10.07% 9.08%

8.73%
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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)

Comparison Group Beta

Comparison Group Beta * Risk Premium
@ 6 Month Average RFR (Line 10 * Line 9)

CAPM Retumn 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 10)

CAPM Return on Equity
@ 6 Month Average RFR (Line 12 plus Line 6)

Docket No. 130040-El
CAPM ROE
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. Value Line

0.75%

11.43%
12.18%

277%

9.42%

0.71

6.68%
9.44%
0.75%

11.43%
12.18%

0.87%

11.31%

0.71
8.02%

8.89%




20 Year Treasury Bond Data

January-13
February-13
March-13
April-13
May-13
June-13

6 month average
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TAMPA ELECTRIC COMPANY
Capital Asset Pricing Model Analysis
Comparison Group

Supporting Data for CAPM Analyses

Avg. Yield
2.68%

2.78%
2.78%
2.55%
2.73%
3.07%

2.77%

Value Line Market Growth Rate Data:;

Forecasted Data:

Eamings
Book Value

Average

13.64%
9.22%

11.43%

Source: Value Line Investment Survey
for Windows retreived June 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

bLong-Tenn Annual Return on Stocks

Long-Term Annual Income Return on Long-Term Government Bonds
Historical Market Risk Premiqm

Comparison Group Beta, Value Line

Beta * Market Premium

Current 20-Year Treasury Bond Yield

CAPM Cost of Equity, Value Line Beta

Source: Ibbotson SBBI 2013 Valuation Yearbook, Morningstar, page 23

Docket No. 130040-E1
CAPM Historical Market Premium
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Geometric  Arithmetic
Mean Mean -

9.80% 11.80%

510%  5.10%
4.70% 6.70%
3.33% 4.75%
277%  277%
610%  1.82%







CERTIFICATE OF SERVICE
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 111

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

111 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 Avenue
Tallahassee, FL 32301

Phone: (850) 577-5190

Email: CMilsted@aarp.org

Florida Consumer Action Network
Bill Newton

3006 W. Kennedy Blvd Suite B
Tampa, FL 33609

Phone: (813) 877-6712

Email: billn@fcan.org




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 Bames Drive, Suite 1

Tyndall Air Force Base, Florida 32403
Phone: (850) 283-6347

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

/s/ Kenneth L. Wiseman
Kenneth L. Wiseman






