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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 1 

PREPARED DIRECT TESTIMONY 2 

OF 3 

JEFF CHRONISTER 4 

 5 

Q. Please state your name, address, occupation, and employer. 6 

 7 

A. My name is Jeff Chronister. My business address is 702 8 

North Franklin Street, Tampa, Florida 33602. I am employed 9 

by Tampa Electric Company (“Tampa Electric” or the 10 

“company”) as Vice President Finance. 11 

 12 

Q. Please describe your duties and responsibilities in that 13 

position. 14 

 15 

A. I am responsible for maintaining the financial books and 16 

records of the company and for the determination and 17 

implementation of accounting policies and practices for 18 

Tampa Electric. I am also responsible for budgeting 19 

activities within the company, which includes business 20 

planning and financial planning & analysis, as well as 21 

general accounting, regulatory accounting, plant 22 

accounting, tax accounting, financial reporting, accounts 23 

payable and payroll. 24 

 25 
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Q. Please summarize your educational background and business 1 

experience. 2 

 3 

A. I graduated from Stetson University in 1982 with a Bachelor 4 

of Business Administration degree in Accounting. I became 5 

a Certified Public Accountant in the State of Florida in 6 

1983. Upon graduation I joined Coopers & Lybrand, an 7 

independent public accounting firm, where I worked for four 8 

years before joining the company in 1986. I started in 9 

Tampa Electric’s Accounting department, moved to TECO 10 

Energy’s Internal Audit department in 1987, and returned 11 

to the Accounting department in 1991. I have led Tampa 12 

Electric’s Accounting department since 2003, and I led the 13 

Peoples Gas Accounting department from 2009 to 2018. I 14 

became Vice President Finance for Tampa Electric in 2018. 15 

 16 

 For the last six years, I have been responsible for 17 

treasury and finance functions, including short-term and 18 

long-term debt, cash management and debt compliance. In 19 

addition, my team works with Emera financial personnel on 20 

debt issuances, and preparation of financial information 21 

and communications for credit rating agencies and 22 

investment analysts. 23 

 24 

Q. Have you previously testified before the Florida Public 25 
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Service Commission (“FPSC” or the “Commission”)? 1 

 2 

A. Yes. I have testified or filed testimony before this 3 

Commission in several dockets.  4 

 5 

 I testified for Tampa Electric in Docket No. 20210034-EI, 6 

which was Tampa Electric’s last base rate proceeding.  7 

 8 

 I filed testimony in the following dockets: 9 

(1) Docket No. 20130040-EI, Tampa Electric Company’s 10 

Petition for An Increase in Base Rates and 11 

Miscellaneous Service Charges; 12 

(2) Docket No. 20080317-EI, Tampa Electric Company’s 13 

Petition for An Increase in Base Rates and 14 

Miscellaneous Service Charges; 15 

(3) Docket No. 19960007-EI, Tampa Electric’s 16 

Environmental Cost Recovery Clause; 17 

(4) Docket No. 19960688-EI, Tampa Electric’s 18 

environmental compliance activities for purposes of 19 

cost recovery; 20 

(5) Docket No. 20170271-EI, Petition for recovery of costs 21 

associated with named tropical systems during the 22 

2015, 2016, and 2017 hurricane seasons and 23 

replenishment of storm reserve subject to final true-24 

up; and  25 
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(6) Docket No. 20200144-EI, Petition for Limited 1 

Proceeding to True-Up First and Second SoBRA by Tampa 2 

Electric Company.  3 

 4 

 I also served on a panel of witnesses during the final 5 

hearing in Docket No. 20200065-EI, which addressed the 6 

company’s amortization reserve for intangible software 7 

assets. 8 

 9 

Q. What are the purposes of your direct testimony? 10 

 11 

A. The purposes of my direct testimony are to explain how the 12 

company’s financial profile has changed from its last rate 13 

case; discuss the importance of Tampa Electric’s financial 14 

integrity and credit ratings; present the company’s 15 

proposed capital structure and weighted average cost of 16 

capital for the 2025 test year; and describe the company’s 17 

projected financial condition for 2026 and 2027 and 18 

regulatory options for those years including the company’s 19 

request for subsequent year adjustments (“SYA”). I explain 20 

why the Commission should approve the company’s proposed 21 

54 percent equity ratio (investor sources) as part of my 22 

capital structure discussion. 23 

 24 

Q. Have you prepared an exhibit to support your direct 25 



 
 

5 

testimony? 1 

 2 

A. Yes, Exhibit JC-1, entitled the Exhibit of Jeff Chronister, 3 

was prepared under my direction and supervision. The 4 

contents of my exhibit were derived from the business 5 

records of the company and are true and correct to the best 6 

of my information and belief. It consists of two documents, 7 

as follows: 8 

 9 

 Document No. 1 List of Minimum Filing Requirement 10 

Schedules Sponsored or Co-Sponsored by 11 

Jeff Chronister  12 

Document No. 2 Final Oder No. PSC-2021-0423-S-EI 13 

Approving 2021 Stipulation and 14 

Settlement Agreement (without 15 

Attachment C – Tariffs) 16 

 17 

Q. Do you sponsor any sections of Tampa Electric’s Minimum 18 

Filing Requirement (“MFR”) Schedules? 19 

 20 

A. Yes. I sponsor or co-sponsor the MFR Schedules listed in 21 

Document No. 1 of my exhibit. The contents of these MFR 22 

Schedules were derived from the business records of the 23 

company and are true and correct to the best of my 24 

information and belief. 25 
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Q. How does your prepared direct testimony relate to the 1 

prepared direct testimony of other company witnesses? 2 

 3 

A. My testimony explains and supports the company’s proposed 4 

2025 capital structure and weighted average cost of capital 5 

(overall rate of return). Tampa Electric witness Dylan 6 

D’Ascendis’s testimony supports the company’s proposed 7 

mid-point return on equity (“ROE”) of 11.50 percent, which 8 

is one of the inputs to the calculation of the company’s 9 

overall rate of return. Tampa Electric witness Valerie 10 

Strickland’s testimony explains the income tax related 11 

components in our proposed capital structure.  12 

 13 

 Tampa Electric witness Richard Latta’s direct testimony 14 

explains the company’s proposed 2025 test year; its 15 

budgeting process and 2025 budget; its proposed 2025 rate 16 

base, net operating income, and 2025 proposed revenue 17 

requirement increase; and the revenue requirements for the 18 

company’s 2026 and 2027 SYA. He uses the proposed 2025 19 

capital structure and overall weighted average cost of 20 

capital discussed in my testimony in his calculation of 21 

the company’s proposed 2025 revenue requirement increase.  22 

 23 

 My testimony also discusses the company’s need for capital 24 

to pay for the projects and activities necessary to 25 
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continue improving the efficiency, sufficiency, and 1 

adequacy of the company’s facilities and services, and to 2 

continue improving the safety, security, reliability, and 3 

resilience of the company’s operations. These projects and 4 

activities are explained by our President and Chief 5 

Executive Officer Archie Collins and our operating 6 

witnesses. Mr. Latta explains how they become part of the 7 

financial budgets we use to plan and manage our operations. 8 

My testimony explains why maintaining Tampa Electric’s 9 

financial integrity is important to the company, its 10 

customers, and its ability to raise capital on reasonable 11 

terms and conditions. 12 

 13 

(1) FINANCIAL PROFILE CHANGES FROM THE COMPANY’S LAST RATE CASE 14 

Q. How has Tampa Electric’s financial profile changed since 15 

its last rate case in 2021?  16 

 17 

A. Our last rate case was filed in April 2021 and concluded 18 

when the Commission approved the 2021 Stipulation and 19 

Settlement Agreement between Tampa Electric and the parties 20 

(“2021 Agreement”).  Document No. 2 of my exhibit is 21 

excerpts from the Order approving the 2021 Agreement. 22 

 23 

From the actual 13-month average in 2022 (the test year in 24 

the previous case) to the projected 13-month average in 25 
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2025 (the test year in this filing), rate base has grown 1 

$2.2 billion, or by about nine percent a year by investing 2 

capital in assets to serve our growing customer base and 3 

improve our systems. This level of rate base growth 4 

reflects a deliberate and thoughtful approach to improving 5 

the efficiency, sufficiency, and adequacy of the company’s 6 

facilities and services, and the company’s reasonable and 7 

prudent efforts to continue improving the safety, security, 8 

reliability, and resilience of the company’s operations. 9 

 10 

 The company’s rate base growth has affected other parts of 11 

its financial profile. All other things being equal, 12 

increasing rate base increases depreciation expense, 13 

operations and maintenance (“O&M”) expenses, and taxes 14 

other than income taxes (primarily ad valorem taxes), 15 

because there are more assets to depreciate and to operate 16 

and maintain, and that are subject to property taxes. 17 

Despite our rate base growth and the impacts of inflation, 18 

we have been able to keep our other O&M expense growth 19 

since 2021 under the Commission’s benchmark. Financial 20 

market changes, including higher interest rates, have 21 

increased our overall cost of capital since 2021. 22 

 23 

Q. How do these changes influence the company’s proposed 2025 24 

rate increase request? 25 
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A. Our rate base growth since 2022 has a 2025 revenue 1 

requirement impact of approximately $185 million. Higher 2 

depreciation expense, caused by rate base growth and higher 3 

proposed depreciation rates, has a revenue requirement 4 

impact in 2025 of about $160 million. The effect of higher 5 

O&M expenses, taxes other than income taxes, and cost of 6 

capital have a 2025 revenue requirement impact of 7 

approximately $45 million, $20 million, and $145 million, 8 

respectively. These impacts total approximately $555 9 

million. 10 

 11 

Q. If the collective impact of the items above is 12 

approximately $555 million, why is the company’s request 13 

for revenue increase for 2025 only $296.6 million?  14 

 15 

A. Three things have tempered the company’s 2025 revenue 16 

increase request: (a) incremental revenue provided in the 17 

2021 Agreement, (b) general revenue from load growth, and 18 

(c) lower income tax expense attributable to the company’s 19 

decision to claim the production tax credit (“PTC”) for 20 

solar assets placed in service after January 1, 2022. 21 

 22 

Q. Please explain further. 23 

 24 

A. The 2021 Agreement provided incremental revenue in 2023 25 
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and 2024 through generation base rate adjustments (“GBRA”) 1 

and a ROE Trigger. The GBRA provided cost recovery for the 2 

company’s Big Bend Modernization project and certain new 3 

solar generating facilities (“Solar Wave 2”). The annual 4 

dollar increases for the two GBRA and the ROE trigger were 5 

approximately $90 million, $20 million and $10 million, 6 

respectively, for a total of $120 million. 7 

 8 

 Load growth, since 2022, is expected to generate 9 

incremental base revenues of approximately $65 million in 10 

2025. 11 

 12 

 Income tax expense in 2025 is projected to be over $70 13 

million lower than the actual expense in 2022, primarily 14 

due to the company’s decision to elect the PTC and other 15 

items discussed in the testimony of Ms. Strickland. 16 

 17 

 These factors total approximately $255 million. The 18 

difference between the $555 million above and the 19 

counterbalancing factors of $255 million equal 20 

approximately $300 million. 21 

 22 

Q. Are the changes in the expense elements referred to above 23 

reasonable? 24 

 25 
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A. Yes. Depreciation, O&M, taxes other than income and 1 

interest expense have increased as a result of asset growth 2 

to serve customers as well as economic conditions during 3 

the settlement period. I will discuss each expense element 4 

in more detail below. 5 

 6 

Q. How has depreciation expense changed, and is the change 7 

reasonable? 8 

 9 

A. The company’s 2025 Jurisdictional Adjusted Depreciation & 10 

Amortization Expense is forecasted to be $158.5 million 11 

higher than the actual amount for 2022. This change is 12 

reasonable given (a) the company’s Jurisdictional Adjusted 13 

Plant in Service growth of roughly $1 billion per year, 14 

and (b) the $56.3 million impact of the company’s 15 

Depreciation and Dismantlement Study, which was filed on 16 

December 27, 2023, in Docket No. 20230139-EI. The increases 17 

in new depreciation rates results in a 2025 expense 18 

increase of $46.9 million and the increase in the new 19 

dismantlement accrual results in a 2025 expense increase 20 

of $9.4 million. These changes are discussed further by 21 

Tampa Electric witnesses Ned Allis and Jeff Kopp in their 22 

direct testimony.  23 

 24 

Q. Is the forecasted amount for 2025 O&M expense reasonable? 25 
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A. Yes. The company’s 2025 Adjusted O&M expense (the sum of 1 

O&M Other, Fuel and Purchased Power) is $71.9 million lower 2 

than the Commission Benchmark amount. The Commission’s O&M 3 

Benchmark test measures a company’s projected test year 4 

O&M expense levels against the O&M expense levels in a 5 

benchmark year (2020 in this case) escalated annually by a 6 

multiplier reflecting inflation and customer growth. The 7 

company’s results against the O&M Benchmark are shown on 8 

MFR Schedule C-37. Being more than $70 million below the 9 

benchmark is important evidence that the company’s efforts 10 

to control O&M expenses have worked, and that our projected 11 

2025 O&M expense levels are reasonable.  12 

 13 

Q. What is the performance against the O&M benchmark for 2025 14 

in each of the company’s functional expense groups? 15 

 16 

A. Tampa Electric is well below the benchmark in all 17 

functional areas, except for the Production area. The 18 

benchmark difference in Production is caused by planned 19 

outage timing and solar operations expansion. Tampa 20 

Electric witness Carlos Aldazabal explains their 21 

influences further in his testimony. 22 

 23 

The functional expense groups where our projected 2025 24 

level of O&M expenses are under the benchmark, and the 25 
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amounts by which they are under are: 1 

 2 

Transmission     $4.6 million under 3 

Distribution     $13.4 million under 4 

Customer Accounts    $6.5 million under 5 

Customer Service and Information $2.4 million under 6 

Sales Expenses     $0.02 million under 7 

Administrative and General  $56.0 million under 8 

 9 

Q. Did inflation impact the company during the 2022 to 2024 10 

settlement period? 11 

 12 

A.  Yes. General inflation increased the prices Tampa Electric 13 

pays for the goods and services it uses to provide service 14 

to customers. As noted by Mr. Collins in his testimony, 15 

the cost of transformers, substation equipment, 16 

switchgears, and poles, increased from 2021 to 2023 by 49 17 

percent, 36 percent, 21 percent, and 34 percent 18 

respectively. The price of Grain Oriented Electrical Steel 19 

(“GOES”) doubled since January 2020, and the price of 20 

copper increased by 50 percent over the same period. 21 

Distribution line contractor rates have increased over 45 22 

percent since 2021. Tampa Electric witness Lori Cifuentes 23 

discusses the general level of inflation in her direct 24 

testimony.  25 
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Q. Has the company experienced other cost increases during 1 

the settlement period? 2 

 3 

A. Yes. Company labor costs, bad debt expense, and the cost 4 

of property and casualty insurance have all gone up due to 5 

general economic conditions and market forces beyond the 6 

control of the company. Tampa Electric witnesses Marian 7 

Cacciatore, Karen Sparkman, and Mr. Latta discuss these 8 

increases in their direct testimony. 9 

 10 

Q. What did Tampa Electric do to counteract these price 11 

increases? 12 

 13 

A. Our proposed overall 2025 O&M expense level is well below 14 

the Commission’s benchmark because the company focused on 15 

cost control and made business decisions to counteract 16 

upward cost pressures. The list of items that result in 17 

positive impact include: 18 

 19 

 (1) The company has a culture that focuses on process 20 

improvements, operational optimization, technology 21 

enhancements and innovations for efficiency. As a result, 22 

the company’s O&M expense average annual growth rate from 23 

2013 to 2023 was roughly one half of one percent.  24 

 25 
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(2) The company monitors market conditions and 1 

opportunities to lower expenses through prudent decision-2 

making. An example of this is the change in the cost for 3 

providing medical coverage for retirees. With interest 4 

rates elevated, a higher discount rate was used to 5 

calculate the actuarial obligation, which lowered the 2025 6 

expense. In addition, we replaced one of our retiree 7 

pharmacy providers with a fully insured pharmacy option. 8 

The combination of these two changes resulted in almost $3 9 

million of expense reduction in 2025.  10 

 11 

(3) The company recognizes that with the growth in capital 12 

investments comes the opportunity to appropriately charge 13 

a greater amount of Administrative & General (“A&G”) 14 

Expense to capital. From 2020 to 2023, the company 15 

increased the amount of A&G capitalized by $10 million. 16 

The forecasted 2025 expense reflects this $10 million 17 

expense reduction from the 2020 amount. 18 

 19 

(4)  2025 O&M expense is lower by $5.5 million due to the 20 

ten-year amortization of the $55 million revenue 21 

requirement benefit from PTC deferred during the term of 22 

the 2021 Agreement. Consistent with the 2021 Agreement, 23 

the company established a regulatory liability over the 24 

period 2022 to 2024 so that customers would receive all of 25 
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the benefits of the Production Tax Credits related to our 1 

investments in solar generation placed in service since 2 

2022. Ms. Strickland discusses PTC impacts in further 3 

detail in her testimony. 4 

 5 

Q. What caused the increase in the expense for taxes other 6 

than income (“TOTI”) since 2022? 7 

 8 

A. Our TOTI increased from $83.9 million to $101.6 million 9 

from 2022 to 2025, which is an increase of approximately 10 

seven percent per year. The predominant component of TOTI 11 

is ad valorem property tax expense, which reflects the 12 

local property taxes levied on the assets we use to serve 13 

our customers. Property taxes have grown at the same 14 

reasonable pace as the growth of our assets to serve 15 

customers. The overall amount of TOTI in the test year is 16 

reasonable. 17 

 18 

Q.  Please describe the recent changes to Peoples’ legal 19 

structure and how it impacted Tampa Electric Company. 20 

 21 

A. Effective January 1, 2023, the assets, liabilities, and 22 

equity of the Peoples Gas System, a division of Tampa 23 

Electric Company were transferred into a separate 24 

corporation named Peoples Gas System, Inc., which is a 25 
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wholly owned subsidiary of newly formed gas operations 1 

holding company, TECO Gas Operations, Inc., which is a 2 

subsidiary of TECO Energy, Inc. I will refer to this 3 

transaction as the “2023 Transaction” in the remainder of 4 

my direct testimony. 5 

 6 

Q. How did the 2023 Transaction impact Tampa Electric? 7 

 8 

A. During 2023, Tampa Electric provided short-term debt 9 

funding to Peoples through the Intercompany Debt Agreement 10 

at Tampa Electric’s prevailing cost of short- and long-11 

term debt borrowings. The Intercompany Debt Agreement 12 

remained outstanding until December 20, 2023 when Peoples 13 

obtained their own stand-alone financing and repaid Tampa 14 

Electric all principal and interest due on the Intercompany 15 

Debt Agreement in the amount of $956 million in addition 16 

to $38 million in interest accrued subsequent to January 17 

1, 2023. Peoples has now (1) established its own 18 

independent credit rating(s), (2) made short- and long-19 

term borrowing arrangements with its lenders, and (3) paid 20 

off its obligations under the Intercompany Debt Agreement 21 

with Tampa Electric.  22 

 23 

Q. How will the 2023 Transaction impact Tampa Electric 24 

borrowing costs in 2024 and 2025? 25 
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A. The 2023 Transaction and Peoples repayment of their Tampa 1 

Electric debt will result in a projected decrease in Tampa 2 

Electric’s borrowing cost starting in 2024. Tampa Electric 3 

was able to use the proceeds from the People’s repayment 4 

to repay short term debt outstanding that would have 5 

otherwise been refinanced with long-term debt issued at 6 

market interest rates that were at the time approximately 7 

100 basis points higher than the interest rates of the 8 

long-term debt previously allocated to Peoples and absorbed 9 

by Tampa Electric upon the repayment of the intercompany 10 

debt agreement by Peoples. 11 

 12 

Q. Has Tampa Electric realized any other recent savings 13 

impacting the company’s cost of debt. 14 

 15 

A. The company’s weighted-average interest rate on borrowings 16 

outstanding under the credit facilities and commercial 17 

paper at December 31, 2023 and 2022 was 5.7 percent and 18 

5.0 percent, respectively. On January 30, 2024, Tampa 19 

Electric completed a five-year term, $500 million bond 20 

issuance at a 4.90 percent interest rate (“2029 Notes”). 21 

Given the rise in interest rates experienced in 2023 and 22 

2022, Tampa Electric benefited from not accessing the debt 23 

markets in 2023 and then in January of 2024, issuing long-24 

term debt below the weighted average cost of debt 25 
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experienced by the company in 2023. The company’s strategic 1 

approach to debt financing is a testament to Tampa 2 

Electric’s favorable credit standing and targeted approach 3 

to access the capital markets at times that help the 4 

company achieve its goal of securing a lower cost of debt.  5 

 6 

Q. Does Tampa Electric expect to be involved in any other 7 

corporate restructuring in 2024? 8 

 9 

A. Yes. TECO Energy plans to move Tampa Electric and Peoples 10 

Gas System, Inc. into a new holding company to be wholly 11 

owned by Emera US Holdings, Inc. (“EUSHI”). This nontaxable 12 

transaction will likely be executed before the final rates 13 

in this case are approved and will serve to segregate the 14 

utility operations in Florida from those in other states. 15 

It will have no impact on the affiliate costs allocated to 16 

or from Tampa Electric.  17 

 18 

Q. Did the company’s financial profile as shown in the MFR 19 

Schedules change in any other major way? 20 

 21 

A. Yes. The 2021 Agreement established a Clean Energy 22 

Transition Mechanism (“CETM”), which changed the way 23 

certain assets are reflected in our financial statements. 24 

CETM assets and expenses do not affect the revenue request 25 
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in this filing.  1 

 2 

The CETM assets and transactions are presented in the 2023, 3 

2024 and 2025 MFR Schedules according to the accounting 4 

treatment implemented in our company’s books and records 5 

when the 2021 Agreement went into effect. This treatment 6 

involved re-classifying the related assets and reserve 7 

balances from Property, Plant and Equipment accounts into 8 

Regulatory Asset (182) accounts. The CETM income statement 9 

transactions are recorded in the appropriate FERC accounts 10 

related to regulatory assets. 11 

 12 

 On the rate base MFR Schedules, the CETM rate base amount 13 

is reflected in the System Per Books Working Capital. Since 14 

CETM recovery is outside of base rates, the CETM rate base 15 

amount is adjusted out so that it is not reflected in 16 

Jurisdictional Adjusted Rate Base. Likewise, on the net 17 

operating income MFR Schedules, the CETM transactions are 18 

reflected in the System Per Books amounts, and then 19 

adjusted out so that they are not reflected in the 20 

Jurisdictional Adjusted NOI amounts. Tampa Electric 21 

witness Ashley Sizemore explains the company’s proposed 22 

update to the CETM in her direct testimony. 23 

 24 

Q. Given the financial changes discussed above, what net 25 
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operating income is forecasted for the company’s test year 1 

and what return does that represent? 2 

 3 

A. Tampa Electric’s 2025 Jurisdictional Adjusted net 4 

operating income is forecasted to be $501.4 million. As 5 

shown on MFR Schedule A-1, without the rates we seek in 6 

this petition, that net operating income would result in a 7 

rate of return of 5.12 percent. This would equate to a ROE 8 

of 6.70 percent in 2025. As shown on MFR Schedule D-9, the 9 

effect on the company’s financial integrity indicators 10 

would be substantially negative and could negatively impact 11 

the credit ratings of Tampa Electric. In the next section 12 

of my testimony, I will discuss the importance of financial 13 

integrity and credit ratings. 14 

 15 

(2) FINANCIAL INTEGRITY AND CREDIT RATINGS 16 

Q. What is financial integrity? 17 

 18 

A. Financial integrity refers to a relatively stable condition 19 

of liquidity and profitability in which the company can 20 

meet its financial obligations to investors while 21 

maintaining the ability to attract investor capital as 22 

needed on reasonable terms, conditions, and costs. 23 

 24 

Q. How is financial integrity measured? 25 
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A. Financial integrity is a function of financial risk, which 1 

represents the risk that a company may not have adequate 2 

cash flows to meet its financial obligations. The level of 3 

cash flows and the percentage of debt, or financial 4 

leverage, in the capital structure is a key determinant of 5 

financial integrity. As the percentage of debt in the 6 

capital structure increases so do the fixed obligations 7 

for the repayment of that debt. Consequently, as financial 8 

leverage increases the level of financial distress 9 

(financial risk) increases as well. Therefore, the 10 

percentage of internally generated cash flows compared to 11 

these financial obligations is a primary indicator of 12 

financial integrity and is relied upon by rating agencies 13 

when they assign debt ratings. 14 

 15 

Q. Why is financial integrity important to Tampa Electric and 16 

its customers?  17 

 18 

A. As a regulated utility, Tampa Electric has an obligation 19 

to provide electric service to customers in accordance with 20 

its tariff, and the statutes and rules regulating its 21 

activities. Meeting customer demand for electric service 22 

requires the company to make significant investments in 23 

utility property, plant, and equipment, both planned and 24 

unplanned, which makes Tampa Electric very capital 25 



 
 

23 

intensive. Tampa Electric expects to invest almost $3 1 

billion dollars to serve customers from January 1, 2024, 2 

to December 31, 2025. 3 

 4 

 Tampa Electric’s customers benefit directly from the 5 

company’s infrastructure investments. For example, 6 

transmission and distribution system investments enhance 7 

service reliability by mitigating storm damage and 8 

facilitating efficient service restoration, generating 9 

fleet modernization investments improve fuel efficiency 10 

thus lowering fuel costs for customers and reducing 11 

emissions, and new technology projects improve the 12 

efficiency of the company’s operations and overall customer 13 

experience. Maintaining a strong financial position allows 14 

the company to finance infrastructure investments in 15 

support of an improved system at a lower cost than would 16 

otherwise be possible. 17 

 18 

 Financial integrity is also important to ensure access to 19 

capital. Tampa Electric’s responsibility to serve is not 20 

contingent upon the health or the state of the financial 21 

markets. In times of constrained access to capital and 22 

depressed market conditions, only those utilities 23 

exhibiting financial integrity can attract capital under 24 

reasonable terms providing significant and potentially 25 
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critical flexibility. Tampa Electric has a limited ability 1 

to adjust the timing and amount of major capital 2 

expenditures to align with economic cycles or wait out 3 

market disruptions.  4 

 5 

 The strength of Tampa Electric’s balance sheet and its 6 

financial flexibility are important factors influencing 7 

its ability to finance major infrastructure investments as 8 

well as manage unexpected events. Financial integrity is 9 

essential to supporting the company’s need for capital. 10 

Tampa Electric competes in a global market for capital, 11 

and a strong balance sheet with appropriate rates of return 12 

attracts capital market investors. Financial strength and 13 

flexibility enable Tampa Electric to have ready access to 14 

capital with reasonable terms and costs for the long-term 15 

benefit of its customers. 16 

 17 

Q. Is the company’s requested revenue requirement and rate 18 

increase for 2025 needed to maintain the company’s 19 

financial integrity?  20 

 21 

A. Yes. The company’s requested level of 2025 rate relief is 22 

needed to maintain the company’s financial integrity 23 

indicators and other key credit metrics at levels similar 24 

to the recent levels that have supported the company’s 25 
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current credit ratings. Without rate relief, these metrics 1 

would substantially deteriorate in 2025, and would continue 2 

to deteriorate beyond 2025 as capital spending increases 3 

and earned returns decline. Such deterioration would not 4 

support Tampa Electric’s current credit ratings and would 5 

have negative implications for the company’s credit 6 

ratings, borrowing costs, and access to capital. 7 

 8 

Q. How will the company’s proposed base rate increase affect 9 

Tampa Electric’s financial integrity? 10 

 11 

A. The requested base rate increase will place Tampa Electric 12 

in a prudent and responsible financial position to fund 13 

its capital program and continue providing safe and 14 

reliable electric service to its customers. To raise the 15 

required capital, the company must be able to provide fair 16 

returns to lenders and investors commensurate with the 17 

risks they assume. Having a strong financial position will 18 

ensure that Tampa Electric has a reliable stream of 19 

external capital and will allow the company’s capital 20 

spending needs to be met in a cost-effective and timely 21 

manner. Uninterrupted access to the financial markets will 22 

provide Tampa Electric with the capital it needs on 23 

reasonable terms so it can continue to improve and protect 24 

the long-term interests of its customers.  25 
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Q. What are credit ratings and why are they important?  1 

 2 

A. The term “credit rating” refers to letter designations 3 

assigned by credit rating agencies that reflect their 4 

independent assessment of the credit quality of entities 5 

that issue publicly traded debt securities. Credit ratings 6 

are like the grades a student receives on his or her report 7 

card – an A is better than a B letter grade – likewise a 8 

AAA is better than a BBB level credit rating. 9 

 10 

Credit ratings reflect the informed and independent views 11 

of firms that study borrowers and market conditions and 12 

impact the interest rates borrowers must pay when accessing 13 

borrowed funds from both banks and capital markets. In 14 

general, a higher credit rating means a lower credit spread 15 

and a lower credit rating means a higher credit spread.  16 

 17 

The credit spread is the charge added to the underlying 18 

variable rate benchmark for overnight funds in the case of 19 

short-term bank borrowing and U.S. treasury bonds in the 20 

case of long-term debt offerings. Tampa Electric invests 21 

capital to serve customers and strong debt ratings will 22 

ensure that Tampa Electric will have adequate credit 23 

quality to raise the capital necessary to meet these 24 

requirements.  25 



 
 

27 

Q. Why are strong ratings important considering the company’s 1 

future capital needs? 2 

 3 

A. A strong credit rating is important because it affects a 4 

company’s cost of capital and access to the capital 5 

markets. Credit ratings indicate the relative riskiness of 6 

the company's debt securities. Therefore, credit ratings 7 

are reflected in the cost of borrowed funds. All other 8 

factors being equal (i.e., timing, markets, size, and terms 9 

of an offering), the higher the credit rating, the lower 10 

the cost of funds. Companies with lower credit ratings have 11 

greater difficulty raising funds in any market, but 12 

especially in times of economic uncertainty, credit 13 

crunches, or during periods when large volumes of 14 

government and higher-grade corporate debt are being sold.  15 

 16 

Given the capital-intensive nature of the utility industry, 17 

it is critical that utilities maintain strong credit 18 

ratings sufficiently above the investment grade threshold 19 

to retain uninterrupted access to capital. The impact of 20 

being investment grade versus non-investment grade is 21 

material. A company raising debt that has non-investment 22 

grade (“speculative grade”) credit ratings will be subject 23 

to occasional lapses in availability of debt capital, 24 

onerous debt covenants and higher borrowing costs. In 25 
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addition, companies with non-investment grade ratings are 1 

generally unable to obtain unsecured commercial credit and 2 

may have to provide collateral, prepayment, or letters of 3 

credit for certain contractual agreements.  4 

 5 

Given the high capital needs, obligation to serve existing 6 

and new customers, and significant requirements for 7 

unsecured commercial credit that electric utilities have, 8 

non-investment grade ratings are unacceptable. Tampa 9 

Electric’s current ratings should also be strong enough to 10 

buffer against the costs of tropical windstorm and 11 

hurricane events. 12 

 13 

Q. Can the financial credit market be foreclosed by unforeseen 14 

events extraneous to the utility industry? 15 

 16 

A. Yes. There have been times when financial credit markets 17 

have been closed or challenged due to unforeseen events. 18 

Market instability resulting from the sub-prime mortgage 19 

problems affected liquidity in the entire financial sector 20 

causing a financial recession, and there were periods of 21 

time in 2008 and 2009 when the debt markets were 22 

effectively closed to all but the highest rated borrowers. 23 

This is a good example of how access to the marketplace 24 

can be shut off for even creditworthy borrowers by 25 
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extraneous, unforeseen events, and it emphasizes why a 1 

strong credit rating is essential to ongoing, unimpeded 2 

access to the capital markets.  3 

 4 

Q. How are credit ratings determined? 5 

 6 

A. Generally, the process the rating agencies follow to 7 

determine ratings involves an assessment of both business 8 

risk and financial risk. Business risk is typically 9 

determined based on the combined assessment of industry 10 

risk, country risk, and competitive position. Financial 11 

risk is based on financial ratios covering cash 12 

flow/leverage analysis. These two factors are combined to 13 

arrive at an overall credit rating for a company. Business 14 

risk and financial risk are more fully discussed and 15 

described in the direct testimony of Mr. D'Ascendis.  16 

 17 

Q. How does regulation affect ratings? 18 

 19 

A. The primary business risk the rating agencies focus on for 20 

utilities is regulation, and each of the rating agencies 21 

have their own views of the regulatory climate in which a 22 

utility operates. The exact assessments of the rating 23 

agencies may differ but the principles they rely upon for 24 

their independent views of the regulatory regime are 25 
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similar. Essentially, the principles, or categories, that 1 

shape the views of the rating agencies as they relate to 2 

regulation are based upon the degree of transparency, 3 

predictability, and stability of the regulatory 4 

environment; timeliness of operating and capital cost 5 

recovery; regulatory independence; and financial 6 

stability. 7 

 8 

According to the rating agencies the maintenance of 9 

constructive regulatory practices that support the 10 

creditworthiness of the utilities is one of the most 11 

important issues rating agencies consider when 12 

deliberating ratings. Regulation in Florida has 13 

historically been supportive of maintaining the credit 14 

quality of the state’s utilities, and that has benefited 15 

customers by allowing utilities to provide for their 16 

customers’ needs consistently and at a reasonable cost. 17 

This has been one of the factors that has helped Florida 18 

utilities maintain pace with the growth in the state, which 19 

has been essential to economic development. A key test of 20 

regulatory quality is the ability of companies to earn a 21 

reasonable rate of return over time, including through 22 

varying economic cycles, and to maintain satisfactory 23 

financial ratios supported by good quality of earnings and 24 

stability of cash flows. Regulated utilities cannot 25 
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materially improve or even maintain their financial 1 

condition without regulatory support. Thus, the regulatory 2 

climate has a large impact on the company, its customers, 3 

and its investors. 4 

 5 

Q. What are recent concerns expressed by any of the rating 6 

agencies for the industry? 7 

 8 

A. Most recently, in February 2024, S&P Global’s Outlook for 9 

the entire North American regulated utilities industry 10 

changed from stable to negative. S&P Global states credit 11 

quality for investor-owned utilities has weakened over the 12 

past four years with about 28 percent of the industry 13 

having a negative outlook. Their view is the industry faces 14 

rising physical risks and high cash flow deficits that may 15 

not be sufficiently funded in a credit-supportive manner. 16 

S&P Global is concerned with the strained financial cushion 17 

of the industry as it provides limited ability to absorb 18 

unexpected events such as changes to inflation, higher 19 

interest rates and other physical risks.  20 

 21 

Q. How is Tampa Electric’s long-term debt currently rated? 22 

 23 

A. Tampa Electric’s senior unsecured debt is currently rated 24 

A3 with a Negative Outlook by Moody’s Investors Service 25 



 
 

32 

(“Moody’s”), BBB+ with a Negative Outlook by S&P Global 1 

Ratings (“S&P”) and A with a Negative Outlook by Fitch 2 

Ratings (“Fitch”). 3 

 4 

Q. Why is it so important to maintain an “A-” level rating on 5 

balance from all three rating agencies? 6 

 7 

A. Maintaining Tampa Electric’s current ratings is very 8 

important for two reasons.  9 

 10 

First, Tampa Electric is making capital investments to 11 

serve customers and strong debt ratings ensure Tampa 12 

Electric has adequate credit quality to raise the capital 13 

necessary to meet these requirements.  14 

 15 

Second, Tampa Electric’s current ratings provide a 16 

reasonable degree of assurance that ratings will not slip 17 

below investment grade in the event of a hurricane or other 18 

significant weather event.  19 

 20 

Approximately 40 percent of the utility industry is 21 

presently rated A- or above. Tampa Electric’s split ratings 22 

equate to this rating level on balance and would be viewed 23 

positively regardless of an investor’s preference among 24 

the rating agencies. Directionally, the A- and BBB+ rating 25 
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categories represent approximately 60 percent of all 1 

utility industry ratings split relatively evenly between 2 

the two categories. 3 

 4 

Tampa Electric’s access to capital markets and cost of 5 

financing, including the applicability of restrictive 6 

financial covenants, are influenced by the ratings of its 7 

securities. 8 

 9 

Q. Are credit ratings impacted by equity ratio and return on 10 

equity? 11 

 12 

A. Yes. Rating agencies pay keen attention to equity ratio 13 

and ROE when evaluating the company’s financial integrity 14 

and assigning credit ratings. 15 

 16 

Q. What equity ratio and ROE does Tampa Electric propose in 17 

this proceeding? 18 

 19 

A. The company’s proposed financial equity ratio is 54.0 20 

percent. Financial equity ratio refers to investor sources 21 

of capital, for which the company is proposing 46 percent 22 

debt and 54 percent common equity. This proposed 54.0 23 

percent equity ratio is consistent with the ratio approved 24 

by the Commission in Tampa Electric’s last general base 25 
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rate proceeding. 1 

 2 

The company’s proposed midpoint ROE is 11.5 percent with 3 

an earnings range of plus or minus 100 basis points. Our 4 

proposed midpoint ROE and range are fair and reasonable, 5 

and are supported in the prepared direct testimony of Mr. 6 

D’Ascendis.  7 

 8 

Q. Is Tampa Electric’s proposed equity ratio of 54.0 percent 9 

reasonable and prudent for use in this proceeding? 10 

 11 

A. Tampa Electric’s proposed equity ratio of 54.0 percent is 12 

reasonable and prudent as it has a direct impact on the 13 

level of cash flows and the percentage of debt giving rise 14 

to the financial leverage in the capital structure, which 15 

is a key determinant of financial integrity.  16 

 17 

Q. Why should the Commission approve the company’s proposed 18 

54 percent equity ratio? 19 

 20 

A. Utilities in North America, including Tampa Electric, are 21 

navigating increasing physical risks and capital 22 

investment plans to continue providing safe and reliable 23 

service to its customers. Coupled with the potential for 24 

volatility in the capital markets, this warrants a stronger 25 
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balance sheet to deal with an uncertain macro environment. 1 

A conservative financial profile, in the form of a 2 

reasonable equity ratio, is consistent with the need to 3 

accommodate these uncertainties and maintain the 4 

continuous access to capital under reasonable terms that 5 

is required to fund operations and necessary system 6 

investment, even during times of adverse capital market 7 

conditions. A downward change to the company’s equity ratio 8 

would be considered credit-negative by rating agencies. 9 

 10 

Q. Please summarize the relationship of financial integrity 11 

and the company’s proposed capital structure. 12 

 13 

A. Maintaining a strong, prudent, and responsible financial 14 

position, or financial integrity, will allow Tampa Electric 15 

to attract capital on reasonable terms and continue to 16 

provide a safe and reliable electric system for its 17 

customers. Financial integrity helps ensure uninterrupted 18 

access to capital markets to finance required 19 

infrastructure investments as well as to manage unforeseen 20 

events. Tampa Electric’s rate increase request, which 21 

includes the continued appropriate levels of ROE and equity 22 

ratio, will maintain the company’s financial integrity and 23 

place Tampa Electric in an appropriate financial position 24 

to fund capital costs for assets and continue providing 25 
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the high level of reliable service to its customers. 1 

 2 

(3) CAPITAL STRUCTURE AND WEIGHTED AVERAGE COST OF CAPITAL 3 

Q. What are the company’s proposals for the specific 4 

components of capital structure and weighted average cost 5 

of capital calculations being proposed by the company in 6 

this filing? 7 

 8 

A. The company’s proposals for these components are presented 9 

below. 10 

 11 

LONG TERM DEBT 12 

Q. What amount and cost rate should be approved for long-13 

term debt for the projected 2025 test year capital 14 

structure? 15 

 16 

A. The Commission should approve Jurisdictional Adjusted 17 

amount of Long-Term Debt and the cost rate of $3.536 18 

billion and 4.53 percent, respectively, as shown on MFR 19 

Schedule D-1a. 20 

 21 

SHORT TERM DEBT 22 

Q. What amount and cost rate should be approved for short 23 

term debt for the projected 2025 test year capital 24 

structure? 25 
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A. The Commission should approve Jurisdictional Adjusted 1 

amount of Short-Term Debt and the cost rate of $376.6 2 

million and 3.90 percent, respectively, as shown on MFR 3 

Schedule D-1a. 4 

 5 

Q. How are amounts for long term debt and short-term debt 6 

forecasted and why are they reasonable? 7 

 8 

A. The amounts for long-term and short-term borrowings are 9 

forecasted in the budget process described in the 10 

testimony of Mr. Latta. In general, we forecast borrowing 11 

needs based on the combination of budgeted capital 12 

expenditures net of forecasted cash from operations and 13 

the company’s adherence to the capital structure 14 

described in my testimony above (46 percent debt, 54 15 

percent equity), which is needed to maintain financial 16 

integrity. The amounts are reasonable because they are 17 

determined using prudent forecasting of capital 18 

expenditures and cash from operations, and the 19 

application of Tampa Electric’s commitment to capital 20 

structure ratios that are needed to keep overall cost of 21 

capital low based on factors described in my testimony 22 

above. 23 

 24 

Q. How are cost rates for long term debt and short-term debt 25 
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forecasted and why are they reasonable? 1 

 2 

A. The cost rates for long term and short-term debt are 3 

forecasted based on the combination of (a) the actual 4 

cost rates for long term debt instruments actually in 5 

place, together with the forecasted rate for any budgeted 6 

long term borrowing at the interest rate estimated for 7 

that point in time, and (b) the forecasted rate for 8 

budgeted short term borrowings at the interest rates 9 

estimated for each month in the budget period. The cost 10 

rates are reasonable estimates based on Tampa Electric’s 11 

financial integrity, credit ratings and forecasts for 12 

future market rates. 13 

 14 

Q. Why are forecasted market rates higher than market rates 15 

at the time of the last rate proceeding? 16 

 17 

A. In 2021, the Federal Reserve rate was 0.08 percent at year 18 

end and increased to 5.33 percent by the end of 2023.  19 

 20 

This increase was reflected in an average short-term debt 21 

interest rate for the company of 0.58 percent in 2021, 22 

which increased to 5.70 percent in 2023. The company’s 23 

actual short-term cost rate in 2022 was 2.30 percent; our 24 

forecasted short-term cost rate for 2025 is 3.90 percent.  25 
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Our actual long-term cost rate in 2022 was 4.36 percent 1 

and our forecasted long-term cost rate for 2025 is 4.53 2 

percent. The 17-basis point increase in the long-term debt 3 

interest rate is less than the increase in the short-term 4 

debt interest rate because most of the company’s 2022 long-5 

term debt will still be outstanding in 2025.  6 

 7 

Q. Are the cost rates in the 2025 test year at the elevated 8 

levels that were present in 2023, and if not, why is that 9 

reasonable? 10 

 11 

A. The forecasted 2025 short term debt cost rate of 3.90 12 

percent is lower than the 5.70 percent in 2023. It is 13 

reasonable to use a lower interest rate forecast because 14 

the rise in interest rates has begun to subside, and Tampa 15 

Electric predicts that short term rates will be lower in 16 

2025. The forecasted 2025 long term debt cost rate is 17 

reasonable because it reflects (a) imbedded existing cost 18 

rates, (b) cost rates for the long-term debt assumed by 19 

Tampa Electric previously assigned to PGS, and (c) the 4.90 20 

percent cost rate on the actual long-term debt issuance 21 

made in January 2024 for $500 million.  22 

 23 

CUSTOMER DEPOSITS 24 

Q. What amount and cost rate should be approved for customer 25 
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deposits for the projected 2025 test year capital 1 

structure? 2 

 3 

A. The Commission should approve Jurisdictional Adjusted 4 

amount of Customer Deposits and the cost rate of $99.2 5 

million and 2.41 percent, respectively, as shown on MFR 6 

Schedule D-1a.  7 

 8 

Q. How is the amount and cost rate for customer deposits 9 

forecasted and why are they reasonable? 10 

 11 

A. The budgeted balances for customer deposits are 12 

calculated by using an assumed average percent for 13 

expected new deposits and released deposits associated 14 

with forecasted customers and accounts receivable. This 15 

is reasonable as it reflects a consistent application of 16 

long-standing budget process steps. The cost rate for 17 

customer deposits reflect rates approved by the 18 

Commission and is reasonable to forecast based on the 19 

infrequent number of changes made to these rates by the 20 

Commission over time. 21 

 22 

EQUITY RATIO 23 

Q. What equity ratio should be approved for the projected 24 

2025 test year capital structure? 25 
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A. The Commission should approve the equity ratio of 46.88 1 

percent shown on MFR Schedule D-1a. This Jurisdictional 2 

Adjusted ratio reflects the financial equity ratio of 54.0 3 

percent that I previously discussed. 4 

 5 

RETURN ON EQUITY 6 

Q. What return on equity should be approved for the projected 7 

2025 test year capital structure? 8 

 9 

A. As discussed in the testimony of Mr. D’Ascendis, the 10 

Commission should approve the return on equity of 11.50 11 

percent shown on MFR Schedule D-1a. 12 

 13 

EQUITY ADJUSTMENTS 14 

Q. Has the company made the proper adjustments to remove all 15 

non-utility investments from the projected test year 16 

common equity balance? 17 

 18 

A. Yes. These adjustments are shown on MFR Schedule D-1b. 19 

 20 

DEFERRED INCOME TAXES 21 

Q. What amount should be approved for accumulated deferred 22 

income taxes (ADIT), shown as “Deferred Income Taxes” on 23 

MFR Schedule D-1a, for the projected 2025 test year 24 

capital structure? 25 
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A. The Commission should approve Jurisdictional Adjusted 1 

amount of Deferred Income Taxes of $980.9 million as shown 2 

on MFR Schedule D-1a. Ms. Strickland explains in her 3 

testimony the method used to forecast this amount and why 4 

this amount is reasonable. ADIT is considered a zero-cost 5 

source of capital in our capital structure. 6 

 7 

TAX CREDITS – WEIGHTED COST 8 

Q. What amount and cost rate should be approved for 9 

unamortized investment tax credits, shown as “Tax Credits 10 

– Weighted Cost” on MFR Schedule D-1a, for the projected 11 

2025 test year capital structure? 12 

 13 

A. The Commission should approve Jurisdictional Adjusted 14 

amount of Tax Credits – Weighted Cost and the cost rate 15 

of $211.7 million and 8.26 percent, respectively, as shown 16 

on MFR Schedule D-1a. Ms. Strickland explains in her 17 

testimony the method used to forecast this amount and why 18 

this amount is reasonable. The cost rate is reasonable 19 

since it reflects the weighted cost of investor sources 20 

of capital, which has been the Commission-approved method 21 

for calculating the cost rate for deferred taxes subject 22 

to normalization.  23 

 24 

 25 
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CAPITAL STRUCTURE AND WEIGHTED AVERAGE COST OF CAPITAL 1 

Q. What amount and Weighted Average Cost of Capital (WACC) 2 

for projected total capital structure should be approved 3 

for the projected 2025 test year? 4 

 5 

A. The Commission should approve the Jurisdictional Adjusted 6 

amount of capital structure and the WACC of $9.798 billion 7 

and 7.37 percent, respectively, as shown on MFR Schedule 8 

D-1a. 9 

 10 

(4) FUTURE FINANCIAL PROJECTIONS AND REGULATORY OPTIONS 11 

Q. How do you expect the company’s financial profile to change 12 

after 2025? 13 

 14 

A. The company will continue to invest in assets that enhance 15 

the reliability, resilience and efficiency of our 16 

operations and serve our customers. Tampa Electric expects 17 

to spend approximately $1.6 billion each year in 2026 and 18 

2027. In the direct testimony of Mr. Latta, he provides 19 

details on important capital projects for solar generation, 20 

other generation enhancements, storage capacity and grid 21 

infrastructure. For these projects, Mr. Latta presents the 22 

company’s request for SYA in 2026 in the amount of $100.1 23 

million and in 2027 of $71.8 million.  24 

 25 
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 As noted in the testimony of other witnesses, these 1 

projects will (a) improve the efficiency, sufficiency, and 2 

adequacy of the company’s facilities and services, (2) make 3 

efficient use of alternative energy resources, (3) increase 4 

the value of the company’s services to its customers, (4) 5 

promote the public interest by developing renewable 6 

resources in Florida, (5) improve the reliability and 7 

resilience of the company’s operations, (6) enhance our 8 

ability to respond to severe weather, (7) create greater 9 

opportunities for fuel cost savings, and (8) improve the 10 

overall quality of our electric service. 11 

 12 

Q. How will the 2026 and 2027 SYA impact the company’s 13 

financial profile and integrity after 2025? 14 

 15 

A. Absent the additional rate relief in 2026 and 2027 from 16 

the SYA, the plant additions referred to above will put 17 

pressure on our ability to earn within the range of ROE 18 

the company is proposing in this proceeding. Without the 19 

2026 and 2027 SYA, Tampa Electric expects to earn below 20 

the bottom of our proposed range of equity returns in 2026 21 

and 2027. 22 

 23 

Q. How do customers benefit from the use of these SYA? 24 

 25 
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A. The SYA will help extend the life of the base rates approved 1 

in this proceeding and will mitigate the need for 2 

successive rate increase requests in 2026 and 2027. 3 

 4 

Q. Does the company propose to recover general expense 5 

increases and routine capital additions through its 6 

proposed 2026 and 2027 SYA? 7 

 8 

A. No. The specific costs to be recovered through the proposed 9 

SYA are detailed by Mr. Latta in his testimony.  10 

 11 

Q. Are there other tools that can help extend the file for 12 

the new 2025 base rates approved in this proceeding? 13 

 14 

A. Yes. Tampa Electric also requests approval of a corporate 15 

income tax change provision, a storm cost recovery 16 

provision and an asset optimization mechanism. 17 

 18 

Q. What is the company’s proposal to address potential 19 

corporate income tax change? 20 

 21 

A. The company’s proposal for addressing corporate income tax 22 

change is the method presented in Section 11 in the 2021 23 

Agreement, Document No. 2 of my exhibit. This tax reform 24 

provision, and others like it in previous agreements, have 25 
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served the company and its customers well by providing an 1 

efficient regulatory mechanism for addressing corporate 2 

income tax changes that occur after a rate proceeding is 3 

over. 4 

 5 

Q. What is the company’s proposal to address storm cost 6 

recovery? 7 

 8 

A. The company’s proposal for addressing storm cost recovery 9 

is the method presented in Section 8 in the 2021 Agreement, 10 

Document No. 2 of my exhibit. This Storm Cost Recovery 11 

provision, and others like it in previous agreements, have 12 

served the company and its customers well by providing an 13 

efficient regulatory mechanism for review and recovery of 14 

prudent storm damage restoration and recovery costs.  15 

 16 

Q. What is the company’s proposal for an asset optimization 17 

mechanism? 18 

 19 

A. The company’s proposal for an asset optimization mechanism 20 

is presented and discussed in the direct testimony of Tampa 21 

Electric witness John Heisey and should be approved for 22 

the reasons in his testimony. 23 

 24 

 25 
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(5) SUMMARY 1 

Q. Please summarize your direct testimony.  2 

A. My direct testimony describes how the company’s financial 3 

profile has changed since our last rate case, including 4 

the growth in plant in service and the corresponding growth 5 

in operating expenses. I also propose SYA for 2026 and 2027 6 

as well as tax reform and storm cost methodologies that, 7 

if approved in this case, would substantially reduce our 8 

need to seek an additional general base rate increase 9 

before 2028.  10 

 11 

Since our last rate case, Tampa Electric has continued to 12 

transform the company into a safer and more reliable 13 

electric utility. We are customer-focused, and our 14 

generating fleet is more resilient and more efficient than 15 

ever. These changes have also transformed the company’s 16 

financial profile. It is important to maintain the 17 

financial integrity of the company to enable us to meet 18 

the growing and changing energy needs in our service 19 

territory.  20 

 21 

Q. Does this conclude your direct testimony? 22 

 23 

A. Yes, it does. 24 

 25 
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Property 

C-30 Transactions With Affiliated Companies 
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C-31 Affiliated Company Relationships 

 

C-32 Non-Utility Operations Utilizing Utility 

Assets 

C-33 Performance Indices 

C-34 Statistical Information 

C-35 Payroll And Fringe Benefit Increases Compared 

To CPI 

C-36 Non-Fuel Operation And Maintenance Expense 

Compared To CPI 

C-37 O&M Benchmark Comparison By Function 

C-38 O&M Adjustments By Function 

C-39 Benchmark Year Recoverable O&M Expenses By 

Function 

C-40 O&M Compound Multiplier Calculation 

C-41 O&M Benchmark Variance By Function 

C-43 Security Costs 

C-44 Revenue Expansion Factor 

D-01a Cost Of Capital - 13 Month Average 

D-01b Cost Of Capital - Adjustments 

D-02 Cost of Capital - 5 Year History 

D-03 Short-Term Debt 
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D-04a Long-Term Debt Outstanding 

D-04b Reacquired Bonds 

D-05 Preferred Stock Outstanding 

D-06 Customer Deposits 

D-07 Common Stock Data 

D-08 Financial Plans-Stock and Bond Issues 

D-09 Financial Indicators-Summary 

E-12 Adjustment To Test Year Revenue 

F-01 Annual Reports To Shareholders 

F-02 SEC Reports 

F-03 Business Contracts With Officers Or Directors 

F-05 Forecasting Models 

F-08 Assumptions 

F-09 Public Notice 
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FILED 11/10/2021 
DOCUMENT NO. 12617-2021 
FPSC - COMMISSION CLERK 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition for rate increase by Tampa 
Electric Company. 

In re: Petition for approval of2020 
depreciation and dismantlement study and 
capital recovery schedules, by Tampa Electric 
Com an . 

DOCKET NO. 20210034-EI 

DOCKET NO. 20200264-EI 
ORDER NO. PSC-2021 -0423-S-EI 
ISSUED: November 10, 2021 

The following Commissioners participated in the disposition of this matter: 

GARY F. CLARK, Chairman 
ART GRAHAM 

ANDREW GILES FAY 
MIKE LA ROSA 

GABRIELLA PASSlDOMO 

FINAL ORDER APPROVING STIPULATION AND SETTLEMENT 
AGREEMENT BETWEEN TAMPA ELECTRIC COMPANY AND 

ALL INTERVENORS 

APPEARANCES: 

JAMES D. BEASLEY, J. JEFFRY WAHLEN, and MALCOLM N. MEANS, 
ESQUIRES, Post Office Box 391, Tallahassee, Florida 32302 
On behalf of Tampa Electric Company. 

RICHARD GENTRY, CHARLES REHWINKEL, MARY A. WESSLING, and 
ANASTACIA PIRRELLO, ESQUIRES, 111 West Madison Street, Room 8 12, 
Tallahassee, Florida 32399-1400 
On behalf of Office of Public Counsel. 

MAJ. HOLLY L. BUCHANAN, USAF, ESQUfRE, 139 Barnes Drive, Suite I, 
Tyndall Air Force Base, Florida 32403 
On behalf of Federal Executive Agencies. 

JON C. MOYLE, JR., and, KAREN PUTNAL, ESQUIRES, 118 North Gadsden 
Street, Tallahassee, Florida 323 12 
On behalf of Florida Industrial Power Users Group. 
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ROBERT SCHEFFEL WRIGHT, and JOHN T. LAVIA, III, ESQUIRES, 1300 
Thomaswood Drive, Tallahassee, FL 32308 
On behalf of Florida Retail Federation. 

 
STEPHANIE U. EATON, ESQUIRE, 110 Oakwood Drive, Suite 500, Winston-
Salem, NC, 27103, On behalf of Walmart Inc. 
 
MARK F. SUNDBACK, WILLIAM M. RAPPOLT, and ANDREW P. MINA, 
ESQUIRES, 2099 Pennsylvania Ave., N.W., Suite 100, Washington, D.C. 20006-
6801 
On behalf of the West Central Florida Hospital Utility Alliance. 

 
CHARLES MURPHY, and WALTER TRIERWEILER, ESQUIRES, Florida 
Public Service Commission, 2540 Shumard Oak Boulevard, Tallahassee, Florida 
32399-0850 
On behalf of the Florida Public Service Commission. 

 
MARY ANNE HELTON, ESQUIRE, Deputy General Counsel, Florida Public 
Service Commission, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-
0850 
Advisor to the Florida Public Service Commission. 

 
KEITH C. HETRICK, ESQUIRE, General Counsel, Florida Public Service 
Commission, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850 
Florida Public Service Commission General Counsel. 

 
 

 
BY THE COMMISSION: 
 

BACKGROUND 
 

On April 9, 2021, Tampa Electric Company (Tampa Electric or Company) filed a 
Petition for a Rate Increase. By Order No. PSC-2020-0147-PCO-EI, issued on April 22, 2021, 
the Florida Public Service Commission (Commission) consolidated Docket No. 20210034-EI, 
Petition for rate increase by Tampa Electric Company, with Docket No.  20200264-EI, Petition 
for approval of 2020 depreciation and dismantlement study and capital recovery schedules, by 
Tampa Electric Company. On August 6, 2021, the Company filed a Motion to Suspend 
Procedural Schedule and Approve 2021 Stipulation and Settlement Agreement (2021 Settlement 
Agreement) that had been signed by all parties to the consolidated dockets.1 By Order No. PSC-
2021-0301-PCO-EI, issued on August 10, 2021, the procedural schedule in the consolidated 
dockets was suspended and an evidentiary hearing on the 2021 Settlement Agreement was 

                                                 
1 Tampa Electric, Office of Public Counsel, Florida Industrial Power Users Group, Federal Executive Agencies, 
Walmart Inc., Florida Retail Federation, and West Central Florida Hospital Utility Alliance. 
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scheduled. On October 13, 2021, Tampa Electric filed a Corrected 2021 Settlement Agreement.2 
On October 14, 2021, the Company filed a letter by which it clarified periodic revenue true ups 
related to the Clean Energy Transition Mechanism (CETM) under the Corrected 2021 Settlement 
Agreement (Company’s Letter).3 The Company has filed tariff sheets that implement the 
Corrected 2021 Settlement Agreement.4 A hearing was held on October 21, 2021, and a bench 
decision was made. We have jurisdiction in this matter pursuant to Section 366.06, Florida 
Statutes.  

 
SETTLEMENT AGREEMENT 

 
All parties agree that the Corrected 2021 Settlement Agreement is in the public interest, 

results in rates that are fair, just, and reasonable, and resolves the issues in the consolidated 
dockets. Among its other features, the Corrected 2021 Settlement Agreement provides for an 
overall reduction in the Company’s proposed revenue requirement with new base rates and 
charges that will be effective the first billing cycle of January 2022; thereafter, there will be a 
general rate freeze until December 31, 2024, except as otherwise specified. The mid-point return 
on equity is 9.95 percent with an authorized range of 9 percent to 11 percent. The CETM is 
established to provide for a 15 year levelized cost recovery of (1) the remaining net book value 
of retiring Big Bend Units One, Two, and Three assets, and retiring Automatic Meter Reading 
assets, and (2) the projected dismantlement deficiency for the Big Bend Units One, Two, and 
Three assets. The CETM, with its levelized cost recovery feature, benefits customers in the early 
years by providing for a lower CETM rate than under traditional declining net book value 
ratemaking. There are also provisions to facilitate increased solar generation and thereby 
promote both cleaner energy and customer bill stability.  

 
In addition, the Corrected 2021 Settlement Agreement includes a transition to a fully-

applied Minimum Distribution System cost-of-service methodology. Solar production plant costs 
will be allocated consistent with non-solar production plant costs. The Company will transition 
to a full 4 Coincident Peak (three summer and one winter month) methodology for all production 
and transmission costs. There is an increase in credits for standby generator conservation and 
interruptible conservation programs. The Corrected 2021 Settlement Agreement also simplifies 
customer procurement of lighting facilities and services from the Company.   

 
DECISION 

 
The standard for approval of a settlement agreement is whether it is in the public interest. 

A determination of public interest requires a case-specific analysis based on consideration of the 
proposed settlement taken as a whole. Upon review of the substantial record in the consolidated 
dockets, we find that the Corrected 2021 Settlement Agreement, as clarified by the Company’s 

                                                 
2 Attached hereto as Attachment A, and incorporated by reference. By this filing, the Company corrected minor 
scrivener’s errors and resubmitted the original 2021 Settlement Agreement with the corrections.     
3 Attached hereto as Attachment B, and incorporated by reference. 
4 Although filed on August 20, 2021, the Tariff Sheets reflect a filing date of August 6, 2021, the date of the 2021 
Settlement Agreement (Document No. 09568-2021).  Attached hereto as Attachment C, and incorporated by 
reference. 
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Letter, (1) is in the public interest, (2) results in rates that are fair, just, and reasonable, and (3) 
resolves all of the issues in Dockets Nos. 20200264-EI and 20210034-EI. Moreover, we find that 
approving the Corrected 2021 Settlement Agreement, as clarified by the Company’s Letter, also 
promotes regulatory economy and administrative efficiency, and avoids the time and expense 
associated with litigating the settled issues in the above-referenced dockets. Therefore, we 
approve the Corrected 2021 Settlement Agreement (as clarified) and the tariff sheets that were 
filed by Tampa Electric in the consolidated dockets on August 20, 2021.  The effective date of 
the Corrected 2021 Settlement Agreement is the date of our vote, October 21, 2021.5   

 
 Based on the foregoing, it is 
 
 ORDERED by the Florida Public Service Commission that Tampa Electric Company’s 
Motion to Approve the Corrected 2021 Settlement Agreement, as clarified by Tampa Electric 
Company’s Letter, is hereby approved effective October 21, 2021. It is further 

 
ORDERED that the tariff sheets implementing the Corrected 2021 Settlement Agreement 

are hereby approved and are effective January 1, 2022.  It is further  
 
ORDERED that Tampa Electric Company’s Corrected 2021 Settlement Agreement, 

October 14, 2021 Letter Clarifying CETM Revenue True-ups, and tariffs implementing the 
Corrected 2020 Settlement Agreement, attached hereto respectively as Attachments A, B, and C, 
are incorporated herein by reference. It is further   

 
 ORDERED that Dockets Nos. 20210034-EI and 20200264-EI are hereby closed. 
 
 

                                                 
5 See Paragraph 1 of the Corrected 2021 Settlement Agreement.  
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By ORDER of the Florida Public Service Commission this I 0th day of November, 2021. 

CWM 

Florida Public Serv ce Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399 
(850) 413-6770 
www.tloridapsc.com 

Copies furnished: A copy of this document is 
provided to the parties of record at the time of 
issuance and, if applicable, interested persons. 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section I 20.569( 1 ), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and 
time limits that apply. This notice should not be construed to mean all requests for an 
administrative hearing or judicial review will be granted or result in the relief sought. 

Any party adversely affected by the Commission's final action in this matter may request: 
I) reconsideration of the decision by filing a motion for reconsideration with the Office of 
Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within 
fifteen (15) days of the issuance of this order in the fo1m prescribed by Rule 25-22.060, Florida 
Administrative Code; or 2) judicial review by the Florida Supreme Court in the case of an 
electric, gas or telephone utility or the First District Court of Appeal in the case of a water and/or 
wastewater utility by filing a notice of appeal with the Office of Commission Clerk, and filing a 
copy of the notice of appeal and the filing fee with the appropriate cou1i. This filing must be 
completed within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida 
Rules of Appellate Procedure. The notice of appeal must be in the form specified in Rule 
9.900(a), Florida Rules of Appellate Procedure. 
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ATTACHMENT A 
 

Docket Nos. 20210034-EI, 20200264-EI – In re: Petition for rate 
increase by Tampa Electric Company. 

 
CORRECTED 2021 SETTLEMENT AGREEMENT  
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ATTACHMENT B 
 

Docket Nos. 20210034-EI, 20200264-EI – In re: Petition for rate 
increase by Tampa Electric Company. 

 
TAMPA ELECTRIC COMPANY’S OCTOBER. 14, 2021 
LETTER CLARIFYING CETM REVENUE TRUE-UPS 
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