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• 1.1NTRODUCTION, QUALIFICATIONS, AND SUMMARY 

Q PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

2 A Jeffry Pollock; 12647 Olive Blvd., Suite 585, St. Louis, MO 63141. 

3 Q WHAT IS YOUR OCCUPATION AND BY WHOM ARE YOU EMPLOYED? 

4 A I am an energy advisor and President of J. Pollock, Incorporated. 

5 Q PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE. 

6 A I have a Bachelor of Science Degree in Electrical Engineering and a Masters in 

7 Business Administration from Washington University. Since graduation in 1975, I 

8 have been engaged in a variety of consulting assignments, including energy 

9 procurement and regulatory matters in both the United States and several 

10 Canadian provinces. My qualifications are documented in Appendix A. A partial 

• 11 list of my appearances is provided in Appendix B to this testimony. 

12 Q ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

13 A I am testifying on behalf of the Florida Industrial Power Users Group (FIPUG). 

14 The participating FIPUG members are customers of Tampa Electric Company 

15 (TECO) who take electricity service on the General Service Demand (GSD), 

16 Interruptible Service (IS) and Standby rate classes 

17 Q WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

18 A I am addressing TECO's proposals to: 

19 • Consolidate the GSD and IS rate classes; 

20 • Adopt yet another new production plant cost allocation 
21 methodology-Twelve Coincident Peak and 50% Average 
22 Demand (12CP-50%AD); 

23 • Classify a portion of the distribution network as customer-

• 
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1 related; and 

2 • Increase its storm reserve. 

3 In addition, I am addressing: 

4 • The design of the GSD rate schedules; 

5 • The design of the IS rate schedules if TECO's proposed GSD-

6 IS class consolidation is rejected; and 

7 • Test year outage expenses. 

8 Q ARE YOU SPONSORING ANY EXHIBITS? 

9 A Yes. I am sponsoring Exhibits_ (JP-1) through_ (JP-10). 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 
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23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

Q ARE YOU ADDRESSING EVERY ISSUE THAT MAY BE IN DISPUTE IN THIS 

CASE? 

A No. However, the fact that I am not addressing a particular issue is not and 

should not be interpreted as an endorsement of TECO's position. 

Summary 

Q PLEASE SUMMARIZE YOUR FINDINGS AND RECOMMENDATIONS. 

A My findings and recommendations are as follows: 

GSD-IS Consolidation 

• TECO's proposal to consolidate the GSD and IS rate classes (and 

eliminate the IS rate schedules) should be rejected. A similar 

proposal by TECO was rejected in TECO's last rate case. TECO has 

provided no new evidence to support consolidation in this case. 

• The GSD and IS rates classes are not homogeneous; that is, they 

have significantly different load characteristics. This means that GSD 

and IS should have different rate structures to reflect the 

corresponding differences in their respective costs to serve. 

• Further, contrary to Mr. Ashburn's assertions about inequities under 

the current class rate structures, consolidating the GSD and IS 

classes would be grossly inequitable to the IS customers. This is 

because the IS customers would experience an 11.1% base rate 

increase under TECO's consolidation proposal but no rate increase 

(or a decrease) if IS remains a separate stand-alone class. The cost 

of serving IS does not change just because it is consolidated with 
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GSD. 

• The so-called "transition" referred to by Mr. Ashburn ended when the 

interruptibility was transferred from the IS rate schedules to the GSLM 

Riders (which occurred in TECO's last rate case). Under this 

structure, all non-firm customers are paid the same for their 

interruptibility, and the interruptible credits remain cost-effective under 

this Commission's rules. This transition has nothing to do whatsoever 

with eliminating the IS rate schedules. 

• The IS rate schedules should be retained at a minimum; further the 

Commission should consider re-opening the IS rate schedules to all 

eligible customers. 

GSDI/S Rate Design 
• Rate design is a continuation of the cost allocation process. Thus, a 

proper cost-based rate design should include a Customer charge that 

recovers customer-related costs, a Demand charge that recovers 

demand-related costs, and an Energy charge to recover non-fuel 

energy costs. 

• The current GSD Energy charge is already above cost. The proposed 

charge would be 91% higher than the unit cost. Thus, any increase in 

Energy charges is unwarranted. This includes TECO's proposal to 

raise the On-Peak Energy charge by 38%. Not only is this increase 
contrary to cost-based ratemaking, it would violate gradualism. 

• To reflect cost, all of the increase allocated to the GSD class should 

be collected in the Basic Service and Demand charges. 

• If, despite my objections, the GSD and IS classes are consolidated, 

the Delivery Voltage Adjustment applicable to sub-transmission 

service should be $0.53 per kW higher than the credit proposed by 

TECO. Because the IS class takes service primarily at sub­

transmission voltage, raising the credit by an additional $0.53 would 

mitigate the higher rates that would result from the GSD-IS class 

consolidation. 

• No increase should be allocated to the IS class. This class is 

currently providing a 1.1 0 parity ratio under TECO's proposed 
revenue requirements. Thus, IS base rates would have to be reduced 

to achieve parity, something the Commission may want to consider. 

However, at a minimum, applying a zero increase is also consistent 

with Commission practice. 

• The current IS Energy charge is more than 166% above cost. The 

current IS Demand charge is 81% below cost. Consequently, if the IS 
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class is retained, the Basic Service charge should be set to cost, the 
Energy charge should be reduced by at least 25%, and the remaining 
revenue requirement should be collected in the Demand charge. 

4 Production Plant Allocation 

5 • TECO has failed to support changing the production plant allocation 
6 method to 12CP-50%AD as it proposes. This method is not 
7 supported by: 

8 (1) How other Florida utilities plan and operate their generation 
9 systems because Duke Energy Florida (Duke), Florida Power & 

10 Light Company (FPL) and Gulf Power Company (Gulf) continue to 
11 use 12CP-1/131hAD, and the Commission has approved 12CP-
12 1/13thAD in their most recent rate cases. 

13 (2) TECO's investment in base and intermediate load capacity, which 
14 has remained relatively unchanged since its last rate case. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

(3) TECO's plan to convert Polk Units 2-5 to combined cycle 
generation, which won't occur until 2017 (well beyond the test 
year) because it overlooks the load following and other reliability 
enhancements provided by CCGTs. TECO's position is not 
unique for Florida utilities, given that FPL has committed to add 
over 3,800 MW of new combined cycle gas turbines (CCGTs) to 
complement its existing nuclear and coal (base load) generation 
fleet, yet FPL continues to support 12CP-1/13thAD. 

(4) Minimizing the RS and GS revenue requirements, which is 
contrary to the reasons for selecting a cost allocation method: to 
reflect cost causation. Rate minimization is appropriately 
addressed in determining class revenue allocation and rate 
design and not by selecting a cost allocation methodology. 

28 • 12CP-50%AD represents yet another change in allocation methods. 
29 TECO has never proposed the same production plant allocation factor 
30 in the four rate cases it has filed since 1985. This constant churn in 
31 

32 

cost allocation methods creates instability in class cost relationships, 
which is not a desirable attribute of a good rate design. 

33 • 12CP-50%AD would classify 57% of TECO's net production plant 
34 costs to energy. This is comparable to the Equivalent Peaker (EP) 
35 method, which classifies between 40% and 75% of production plant 
36 costs to energy. Like EP, 12CP-50%AD is based on the erroneous 
3 7 assumption that fuel cost savings drive investment decisions. 

38 

39 

40 

• The Commission has previously rejected EP because EP allocates 
plant costs beyond the economic break-even point. This is also the 
case with 12CP-50%AD. The only difference between EP and 12CP-
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50%AD is the application of judgment in determining the portion of 

plant costs allocated on energy. 

• The Commission should adopt 12CP-1/131hAD for TECO, just as it 

has adopted this method for Duke, FPL and Gulf. Alternatively, if the 

Commission determines that no change is appropriate, it should retain 

12CP-25%AD, which was approved in TECO's last rate case. 

• If, contrary to my recommendation, 12CP-50%AD is adopted, then the 

12CP should be replaced with the Summer/Winter CP method 

because the Summer/Winter CP best reflects TECO's system load 

characteristics that drive the need for capacity and it would not 

allocate demand-related costs beyond the economic breakeven point, 

as is the case with 12CP. Further, the cost study should also 

recognize that some fuel costs are incurred for reliability (e.g., start­

up, stabilization). 

Distribution Plant Allocation 
• I agree with TECO's proposal to classify a portion of the distribution 

network investment as customer-related. This is consistent with 

accepted practice. Further, the results of TECO's minimum 

distribution system (MDS) method are reasonable relative to other 

utilities that use MDS or other methods to determine the customer­

related portion of distribution network costs. 

Planned Outage Expense 
• The Commission should disallow $3.7 million of planned outage 

expenses because TECO's test year expenses are clearly abnormal 

(26% higher) relative to prior years. 

Storm Damage Reserve 
• TECO's proposal to increase its storm damage reserve is 

unwarranted. Not only is the current reserve more than adequate to 

handle almost three consecutive years of damage (including Category 

1 and all but the most severe of Category 2 hurricanes), TECO's 

analysis fails to recognize the substantial investment in storm 

hardening, which should lessen future expenses and it ignores the 

Commission's directives. Specifically, the Commission has stated 

that the storm reserve should be adequate to accommodate most (but 

not all) storm years and utilities can seek recovery of all storm 

damage. 

• The target storm reserve should not increase. Accruals to the storm 

reserve should cease . 
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1 Q 

2. GSD-IS CLASS CONSOLIDATION 

IS TECO PROPOSING ANY CHANGES AFFECTING THE CUSTOMERS 

2 TAKING SERVICE ON THE INTERRUPTIBLE SERVICE RATE? 

3 A Yes. TECO is proposing to consolidate the GSD and IS rate classes and 

4 completely eliminate the IS rate schedules. If approved, IS customers would 

5 take service on the various GS and GSD rate schedules. 

6 Q DID TECO PREVIOUSLY PROPOSE ELIMINATING THE INTERRUPTIBLE 

7 SERVICE RATE? 

8 A 

9 Q 

Yes. TECO proposed eliminating the IS rate schedules in its last rate case. 

WAS TECO'S PROPOSAL TO ELIMINATE THE INTERRUPTIBLE SERVICE 

10 RATE APPROVED? 

11 A 

12 Q 

No. The Commission rejected TECO's proposal. 

WHY IS TECO ONCE AGAIN PROPOSING TO CONSOLIDATE THE GSD 

13 AND INTERRUPTIBLE SERVICE RATE CLASSES AND ELIMINATE THE 

14 INTERRUPTIBLE SERVICE RATE SCHEDULES? 

15 A TECO's rate design witness, Mr. Ashburn, cites two reasons in his pre-filed 

16 testimony for consolidating the GSD and IS rate classes and eliminating the IS 

17 rate schedules. First, he explains that consolidation would allow TECO to 

18 

19 

20 

21 

"complete the transition of the customers on the IS rate schedules to the GSD 

rate schedules."1 Second, he asserts that maintaining the IS rate would preserve 

"inequitable situations" that exist between the existing IS customers and new 

interruptible customers.2 
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As explained later, neither reason justifies consolidating the GSD and IS 

2 rate classes. Further, TECO's proposed consolidation would be grossly 

3 inequitable to the IS customers. 

4 Q TURNING TO THE FIRST REASON FOR CONSOLIDATION, TO WHAT 

5 TRANSITION IS MR. ASHBURN REFERRING? 

6 A Mr. Ashburn stated that IS customers are fully aware that their "grandfathered" 

7 status has been extended for decades. 3 I can only assume from this statement 

8 that he is referring to the transition that commenced in 1985, when the 

9 Commission closed the IS-1 rate schedules.4 However, this was not a transition 

10 that would ultimately lead to eliminating the IS class. The stated reason for 

11 closing the IS-1 rate schedules was that interruptible service was no longer cost-

12 effective . 

13 Q DID CLOSING THE INTERRUPTIBLE SERVICE RATES PROVIDE A CLEAR 

14 INDICATION THAT THEY WOULD EVENTUALLY BE ELIMINATED? 

15 A No. Closing the IS rate schedules meant that no new interruptible customers 

16 could opt for non-firm service under these rates. It  did not mean that the IS class 

17 would be eliminated. In fact, the IS rate schedules continued to be subject to 

18 periodic adjustments in rate cases even though they were closed to new 

19 business. 

20 Q 

21 

22 A 

ARE THE CURRENT INTERRUPTIBLE SERVICE RATES THE SAME AS THE 

RATES THAT WERE CLOSED TO NEW BUSINESS? 

No. In TECO's last rate case, the "interruptibility" was removed from the IS rate 

23 schedules. This transformed IS from an interruptible to a cost-based firm service 

24 rate. As such, it marked the end of the transition to ensure that non-firm service 
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4 

5 Q 

remains a viable option for all customers and that the rates for this service 

remain cost-effective. Thus, it is inaccurate to assert that there was ever a 

decades-long transition that would ultimately result in eliminating the IS rate 

schedules. 

HAVE INTERRUPTIBLE CUSTOMERS KNOWN FOR DECADES THAT THEIR 

6 RATE CLASS WAS GOING TO BE ELIMINATED? 

7 A No. The proposal to eliminate the IS class was made for the first time in TECO's 

8 last rate case. That case was filed in August, 2008. As previously stated, the 

9 Commission rejected TECO's proposal to eliminate IS in that case. Thus, IS 

10 customers could not have had any reasonable expectation that the IS rate 

11 schedules would be eliminated. Put simply, the IS rate should not be eliminated, 

12 and witness Ashburn speculates about the mindset of the IS customers. As 

13 discussed later, there is no legitimate reason not to retain and re-open IS 

14 allowing the rates to be applicable to all similarly situated customers. 

15 Q DO YOU AGREE WITH MR. ASHBURN'S ASSERTION THAT MAINTAINING 

16 THE INTERRUPTIBLE SERVICE RATE WOULD PRESERVE INEQUITABLE 

17 SITUATIONS THAT HE SAYS EXIST BETWEEN THE INTERRUPTIBLE 

1 8  SERVICE CUSTOMERS AND GSD CUSTOMERS THAT OPT FOR 

19 INTERRUPTIBLE SERVICE? 

20 A 

21 

22 

23 

24 

No. Mr. Ashburn's assertion is based on an assumption that differences between 

the GSD and IS rates are inequitable. However, both the GSD and IS rates were 

set by the Commission in TECO's last rate case using an approved class cost-of-

service study and rate design. Thus, his assertion that there are inequities 

between interruptible customers taking service on the GSD and IS rate 
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schedules misses the mark. 

ARE THE DIFFERENCES BETWEEN THE GSD AND INTERRUPTIBLE 

3 SERVICE RATES INEQUITABLE? 

4 A No. It is not uncommon or improper to charge different rates for different 

5 customer classes based on differences in the cost of providing service. A class's 

6 cost-of-service is highly dependent on its load and usage characteristics. Two 

7 classes with different usage characteristics will have different costs to serve. If a 

8 cost-of-service study is used to design rates (which is a common practice in 

9 Florida), it follows that the rates will be different. 

IO Q. 

II 

I2 A 

I3 

DO THE GSD AND INTERRUPTIBLE SERVICE CLASSES HAVE DIFFERENT 

LOAD CHARACTERISTICS? 

Yes. In fact, Mr. Ashburn concedes that the 42 remaining customers in the IS 

class have more favorable load characteristics than the 14,000 customers being 

I4 served on the GSD rate schedules. He even candidly admits that the IS 

I5 customers have a "cost-supported rate advantage."5 

16  I will provide an in-depth comparison between the GSD and IS load 

17 characteristics later in my testimony. These differences support retaining both 

18 the GSD and IS rate schedules. Thus, there is nothing inequitable about the 

19 current GSD and IS rates. They are both cost-based rates for firm service. 

20 Contrary to Mr. Ashburn's assertion, eliminating the IS rate schedules would 

21 cause an even greater inequity. 

22 Q 

23 A 

24 

PLEASE EXPLAIN. 

The IS class is providing a 7.43% rate of return at current rates under TECO's 

preferred class cost-of-service study (CCOSS). TECO is only seeking a 6.74% 

12 

J.POLLOCK 
INCORPORATED 



• 
2 

3 

4 

5 

6 

7 

8 

9 

IO 

II 

I2 

• 
I3 

I4 
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22 

23 

24 
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rate of return at proposed rates. 6 In other words, the IS class already has a 1.1 0 

parity ratio relative to TECO's proposed rate of return. If the Commission 

approves a lower revenue requirement than TECO has proposed, the IS class's 

parity ratio could be higher than 1.1 0. A parity ratio above 1.0 at proposed rates 

means that IS customers are currently paying more for their electricity service 

than is justified by TECO's CCOSS. 

In order to move to parity, base rates for IS customers would have to be 

reduced. However, the Commission's policy disfavors one customer class 

receiving a rate decrease when rates are increasing. Under these specific 

circumstances, the IS class should receive zero increase. 

Rather than retaining the IS rate class and maintaining the current base 

rates, TECO is proposing an 11.1% base rate increase for IS customers. 7 The 

11.1% increase is solely the result of TECO's proposal to consolidate the GSD 

and IS classes and eliminate the IS rate class. Forcing the IS customers to 

absorb a significant base rate increase when TECO's CCOSS supports no 

increase or even a decrease to the stand-alone IS rate class would be grossly 

inequitable. TECO's proposal to fold the IS class into the GSD class would also 

financially penalize many large businesses that employ scores of people and are 

important participants in the local economy. For this reason alone, TECO's 

consolidation proposal should be rejected. 

Q WOULD THE COST OF SERVICING INTERRUPTIBLE SERVICE 

CUSTOMERS CHANGE JUST BECAUSE THAT CLASS IS CONSOLIDATED 

WITH THE GSD CLASS? 

A No. Consolidation does not change the level of costs caused by the IS rate 

class. It would, however, result in charging much higher rates to IS customers 
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because the consolidated GSD-IS class costs would be spread to both GSD and 

IS customers. In other words, consolidation would simply hide the substantial 

subsidies that IS customers are currently providing and, with an 11.1% base rate 

increase that would result if IS were consolidated with GSD, would exacerbate 

the subsidy being paid by IS customers. 

Q WHY ELSE SHOULD TECO'S RATE CONSOLIDATION PROPOSAL BE 

REJECTED? 

A As previously stated, the GSD and IS classes are not homogeneous; that is, they 

do not have similar load and usage characteristics. Combining dissimilar 

customer classes is contrary to accepted practice, which is to define customer 

classes based on homogeneous load and usage characteristics. For example: 

After the costs have been functionalized and classified the next 
step is to allocate them among the customer classes. To 
accomplish this, the customers served by the utility are 
separated into several groups based on the nature of the 
service provided and load characteristics. The three principal 
customer classes are residential, commercial and industrial. It 
may be reasonable to subdivide the three classes based on, 
characteristics such as size of load the voltage level at which 
the customer is served and other service characteristics such 
as whether a residential customer is all-electric or not. 
Additional customer classes that may be established are street 
lighting, municipal, and agricultural.8 (emphasis added) 

An additional example to further reiterate this mainstream concept and practice: 

A public utility is normally engaged in furnishing service to 
different classes of customers under varying circumstances of 
delivery, consumption and/or utilization wherein such variation 
furnishes a basis for differentials in the pricing of the service 
rendered. These variations in types of utilization and in 
patterns of consumption may cause differences in the cost of 
rendering the various classes of service. Such variations are 
commonly referred to as load characteristics. Foremost 
among the load characteristics are rates of consumption, the 
relationship between average and maximum rates of 
consumption (referred to as load factor) and coincidence of 
consumption of customers within a particular classification 
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5 Q 

as well as among customers served under other 
classifications. Differences in load characteristics frequently 
furnish the basis for separate classifications of customers for 
rate making purposes.9 (emphasis added) 

ARE THE GSD AND INTERRUPTIBLE SERVICE CLASSES 

6 HOMOGENEOUS? 

7 A No. Exhibit _(JP-1) is an analysis of the characteristics of GSD and IS 

8 classes for the Test Year. Page 1 shows the characteristics at the class level. 

9 Page 2 shows the characteristics by delivery voltage. The key characteristics 

10 include: size, load factor, coincidence factor, and delivery voltage. The analysis 

11 is summarized in the table below. As can be seen, there are significant 

12 differences in each of the key characteristics. 

13 

14 

Test Year Usage, Load, and Service Characteristics 
GSD vs. IS Classes 

Characteristic Description GSD IS 

Size 
Avg. kWh Per Month 45,674 1,684,336 

Avg. kW Per Month 119 6,672 

12 Coincident Peak 70% 110% 

Load Factor Non-Coincident Peak 61% 67% 

Billing Demand 52% 35% 

Coincidence 12CP to NCP 87% 61% 
Factor 12CP to Billing Demand 75% 32% 

Delivery Voltage 
% at Secondary 84% 0% 

% at Sub-Transmission 0.1% 72% 

Further, the differences in load characteristics are not unique to the Test Year, as 

shown in the table below. 

Historical Load Characteristics 
GSD Vs. IS Classes 

Description 

Coincident Load Factor 

Coincidence Factor 

2010 

GSD IS 

77% 94% 

85% 69% 

15 
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2011 

GSD IS 

75% 94% 

75% 56% 

2012 

GSD IS 

77% 95% 

83% 61% 



• Q WHAT IS COINCIDENT LOAD FACTOR? 

• 

• 

2 A Coincident load factor is the ratio of each class's average demand to its twelve 

3 coincident peak (12CP) demand. Thus, it measures how intensively electricity is 

4 used during the peak hours of the month. 

5 Q 

6 A 

WHAT IS COINCIDENCE FACTOR? 

Coincidence factor is the ratio of 12CP demand to Non-Coincident Peak (NCP) 

7 demand. It measures how much of the class's peak demand occurs coincident 

8 with the system peak. 

9 Q HOW ARE COINCIDENT LOAD FACTOR AND COINCIDENCE FACTOR 

10 RELEVANT IN DETERMINING WHETHER CUSTOMER CLASSES ARE 

11 HOMOGENEOUS? 

12 A 

13 

A class with a high coincident load factor uses electricity more intensively during 

peak hours. By contrast, a class with a low coincident load factor uses electricity 

14 more intensively during non-peak hours. As can be seen, the IS class has a 

15 lower coincident load factor than the GSD class. 

16 Differences in coincidence factor have important rate design implications. 

17 Specifically, a lower coincidence factor means that it is less costly to serve a 

18 customer on a per kilowatt (kW) basis. The higher the coincidence factor, the 

19 higher the demand charge when the charge is based on maximum demand. This 

20 result is illustrated on below. As can be seen above, the IS class has a lower 

21 coincidence factor than the GSD class. 

22 Q HOW DO DIFFERENCES IN COINCIDENCE FACTOR AFFECT THE DESIGN 

23 OF A COST-BASED RATE STRUCTURE. 

24 A Coincident demand is the primary basis upon which production, transmission and 
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5 

6 

7 a 

distribution costs are allocated among the customer classes. Billing or non-

coincident demand is the maximum metered demand during the billing month. 

Relationship Between Coincidence Factor 
and Demand Charges 

Billing or 
Coincident Non-Coincident Allocated 

Demand Demand Coincidence Demand Demand 
Customer (kW) (_kW) Factor'•' Costs1b1 Chargelc) 

Class (1) (2) (3) (4) (5) 

1 1,000 2,000 50% $10,000 $5.00 

2 1,000 1,430 70% $10,000 $6.99 

3 1,000 1,175 85% $10,000 $8.51 

(a) Column (1) + Column (2) 
(b) Assume that costs are allocated in proportion to Column (1). 
(c) Column (4) +Column (2) 

As can be seen, the lower the coincidence factor (column 3), the lower per unit 

demand charge (column 5), all other things being equal. This is because there 

are more billing units (column 2) over which to spread the allocated demand-

related costs (column 4). 

WHAT IS THE IMPLICATION OF THE DIFFERENT COINCIDENCE FACTORS 

8 IN DETERMINING WHETHER THE GSD AND INTERRUPTIBLE SERVICE 

9 CLASSES SHOULD BE COMBINED? 

10 A As shown previously, the GSD and IS classes have very different coincident load 

11 factors and coincidence factors. Thus, they are not homogeneous. Ignoring 

12 these differences by consolidating the GSD and IS rate classes would result in 

13 inappropriate cross subsidies. 

14 a ARE THERE OTHER REASONS THE GSD AND INTERRUPTIBLE SERVICE 

15 CLASSES SHOULD NOT BE COMBINED? 

16 A Yes. Delivery voltage is another characteristic that can be used to define a 
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9 

10 

customer class. For example, FPL has several rate classes that take service 

solely at transmission voltage. TECO's IS class is similarly situated because a 

preponderance of service is delivered at sub-transmission voltage. This is in 

stark contrast to GSD, where almost no electricity is delivered to customers at 

this high voltage level. 

Consolidation would also result in TECO having the fewest rate classes of 

any investor-owned electric utility in Florida. The number of rate classes by utility 

is summarized in the table below. Based on my experience, TECO has the 

fewest rate classes of the vast majority of integrated electric utilities with which I 

am familiar that serve residential, commercial and industrial customers. 

Number of Rate Classes Used in 
Class Cost-of-Service Studies by 

Florida Investor-Owned Electric Utilities 

Number of 
Utility Rate Classes* 

FPL 13 

Duke 6 

Gulf 6 

TECO 4 

" Lighting is considered as 1 rate class. 

II The fact that most other utilities have more rate classes than TECO underscores 

12 how TECO is at odds with industry practice. Additionally, having too few rate 

13 classes means each class cannot be as homogeneous as is required to 

14 accurately allocate costs and design rates that reflect the cost of serving each 

15 customer. This would be particularly true with respect to TECO's GSD class 

16 (both before and after consolidation). 

17 Q 

18 

PLEASE SUMMARIZE YOUR RECOMMENDATION ON TECO'S PROPOSAL 

TO CONSOLIDATE THE GSD AND INTERRUPTIBLE SERVICE CLASSES. 
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A The Commission should once again reject TECO's proposal to consolidate the 

GSD and IS classes. Contrary to Mr. Ashburn's purported "justifications", there 

has been no decades-long transition to eliminate the IS rate schedules, and there 

are no inequities in maintaining separate cost-based GSD and IS rate schedules. 

What Mr. Ashburn characterizes as inequities are in fact legitimate cost-based 

differences between the GSD and IS rates, as determined by this Commission in 

TECO's last rate case. Further, Mr. Ashburn concedes that these differences 

currently exist, and my analysis confirms that the differences in the GSD and IS 

load, usage and service characteristics support maintaining the status quo. 

While having homogeneous classes is one of the criteria that Mr. Ashburn 

references in describing a proper rate design, 10 he has failed to follow his own 

criterion in this instance. And finally, IS customers do not require a rate increase 

because the IS class is already above parity relative to TECO's proposed Florida 

Jurisdictional rate of return. For all of these reasons, the IS class should remain 

intact. 

GSD Rate Design 

Q HOW SHOULD THE GSD RATE SCHEDULES BE DESIGNED? 

A Rate design is a continuation of the cost allocation process. Thus, a properly 

designed GSD rate should track cost causation as defined in the class cost-of-

service study (CCOSS). This means that Customer (or Basic) charges should 

reflect customer-related costs, Demand charges should reflect demand-related 

costs, and Energy charges should reflect energy-related costs. The table below 

summarizes the unit customer, demand and energy costs of the consolidated 

GSD-IS rate class with the corresponding proposed rates for service at 

secondary voltage. 
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TECO's Proposed Consolidated GSD Rate Design 
Vs. Unit Cost at Secondary Voltage 

Charge 
Standard Unit 

Rate Cost 

Basic Charge (per month) $30.00 $28.31 

Demand Charge (per kW-month) $9.50 $12.60 

Energy Charge (per kWh) 1.829¢ 0.956¢ 

Source E-13c E-1 

DOES TECO'S PROPOSED GSD RATE DESIGN FOLLOW THE COSTING 

PHILOSOPHY DESCRIBED ABOVE? 

No. As can be seen, only the Basic charge reflects unit cost as derived in 

4 TECO's preferred CCOSS at proposed rates. The proposed standard Energy 

5 charge is nearly double unit cost. In fact, the current GSD Energy charge of 

6 1.583¢ is already above cost. As a consequence of setting Energy charges well 

7 above cost, the proposed Demand charges are being set below cost. TECO's 

8 

9 

10 Q 

workpapers reveal that the proposed $9.50 per kW Demand charge was an input 

and was not justified by a specific cost support. 

DO TECO'S PROPOSED GSD STANDARD ENERGY CHARGES AFFECT 

11 ANY OTHER CHARGES? 

12 A Yes. The proposed GSD Standard Energy charge is used to derive the On-Peak 

13 Energy charge. Specifically, the On-Peak Energy charge is the difference 

14 

15 

16 

17 

between the proposed Standard and Off-Peak Energy charges weighted for the 

percent of on and off-peak hours. The proposed Off-Peak Energy charge was 

set at average unit energy cost. The present and proposed On and Off-Peak 

Energy charges are summarized in the table below . 
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TECO's Proposed On and Off-Peak 
Energy Charges at Secondary Voltage 

(per kWh) 

Percent 
Charge Present Proposed Increase 

On-Peak 2.898¢ 3.999¢ 38.5% 

Off-Peak 1.046¢ 0.946¢ 9.6% 

The result of this formulation is a 38% increase in the On-Peak Energy charge 

and a 10% decrease in the Off-Peak Energy charge. These compare to an 

overall 11.6% base revenue increase for the GSD class. In my opinion, 

increasing any charge by more than three times the class average increase is 

both excessive and violates the principle of gradualism. 

WHAT DO YOU MEAN BY GRADUALISM? 

Gradualism is a concept that is applied that limits the movement of rates to cost 

to prevent "rate shock." Although TECO is not proposing to move the GSD 

Energy charges to cost, the excessive increases in the On-Peak Energy charge, 

which exceeds three times the class average increase, would result in rate 

shock. 

SHOULD TECO'S PROPOSED GSD ENERGY CHARGES BE ADOPTED? 

No. The proposed 1.829¢ Standard Energy charge is 91% above actual cost. 

The above-cost Standard Energy charge also explains the excessive increase in 

the On-Peak Energy charge. Thus, TECO's proposed GSD Energy charges not 

only fail to track actual cost, they are contrary to cost-based ratemaking and the 

principle of gradualism. For these reasons, TECO's proposed GSD rate design 

should be rejected. 

HOW SHOULD THE GSD ENERGY CHARGES BE DESIGNED? 
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A Consistent with the results of TECO's CCOSS and with the objective of aligning 

2 rates to reflect actual cost, there should be no increase in the GSD Energy 

3 charges. All of the increase should be collected in the Basic Service and 

4 Demand charges. 

5 Q SHOULD ANY OTHER CHANGES BE MADE TO THE GSD RATE DESIGN IF 

6 THE COMMISSION APPROVES CONSOLIDATING THE GSD AND 

7 INTERRUPTIBLE SERVICE RATE SCHEDULES? 

8 A Yes. As previously stated, the IS class is already earning a 1.10 times parity 

9 ratio relative to TECO's proposed rate of return. Thus, pricing the IS customers 

I 0 on the proposed GSD rate would further exacerbate the subsidy provided by the 

II IS class. For this reason, if the two classes are consolidated, I recommend that 

I2 the Delivery Voltage Adjustments for sub-transmission service be increased to 

13 help mitigate this subsidy. Most of the IS class sales are at sub-transmission 

I4 voltage. Thus, increasing the applicable Delivery Voltage Adjustment would 

I5 target most of the relief to the IS customers. 

I6 Q BY HOW MUCH SHOULD THE SUB-TRANSMISSION DELIVERY VOLTAGE 

I7 ADJUSTMENT BE INCREASED? 

I8 A The sub-transmission Delivery Voltage Adjustment should provide an additional 

I9 credit to offset the proposed base revenue increase to the IS class, or $581,000. 

20 This would translate into an additional $0.53 credit in the sub-transmission 

2I Delivery Voltage Adjustment. Of course, the better solution would be to retain 

22 the IS rate schedules. 

23 Interruptible Service Rate Design 

24 Q IF TECO'S PROPOSED GSD-IS CLASS CONSOLIDATION IS REJECTED, 
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2 A 

HOW SHOULD THE IS RATE BE DESIGNED? 

The same costing philosophy described above for GSD should also apply to the 

3 IS rate schedules. Further, because the IS class is presently providing a rate of 

4 return higher than TECO's proposed return, the IS rate design should remain 

5 revenue neutral. This does not mean that the IS rate design should be 

6 unchanged. As can be seen in the table below, the current Demand and Energy 

7 charges bear no semblance whatsoever to cost-based rates under TECO's 

8 CCOSS. 

Current Interruptible Service Rate Design 
Vs. Unit Cost 

Charge 
Current Unit 

Rate Cost 
Basic Charge (per month) $622/$2,372 $1,032 

Demand Charge (per kW-month) $1.45 $7.75 

Energy Charge (per kWh) 2.504¢ 0.942¢ 

Source E-13c E-1 

9 The Energy charge is 166% above cost, while the Demand charge is 81% below 

10 cost. 

1 1  Q 

12 A 

13 

14 

15 

SHOULD ANY CHANGES BE MADE TO THE IS RATE DESIGN? 

Yes. If the Commission retains the IS rate schedules, I recommend that the 

Basic Charge be set to unit cost, the Energy charge should be reduced by 25%, 

and the remaining revenue requirement be collected in the Demand charge. This 

would result in the following rates. 

Recommended Interruptible Service Rate Design 
Assuming No Change in IS Base Revenues 

Charge 
Recommended 

Basic Charg_e (per month) 

Demand Charge (per kW-month) 

Energy Charge _(per kWh) 
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$520/$2, 150 

$5.19 

1.878¢ 

Unit 
Cost 

$1.032 

$7.75 

0.942¢ 
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1 Q WOULD YOUR RECOMMENDED INTERRUPTIBLE SERVICE RATE DESIGN 

2 VIOLATE GRADUALISM? 

3 A No. Although the recommended changes in the Energy and Demand charges 

4 may appear extreme, this is a reflection of how far current rates are from actual 

5 cost. Further, it assumes no increase or decrease in the IS class base revenues. 

6 Thus, the impact of much higher Demand charges would be offset by the much 

7 lower Energy charges. This end result will be a more cost-based rate design 

8 than currently exists . 
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1 Q 

--------·----------------------------------------------------

3. CLASS COST -OF-SERVICE STUDY 

HAVE YOU REVIEWED THE CLASS COST-OF-SERVICE STUDIES TECO 

2 FILED IN THIS PROCEEDING? 

3 A Yes. TECO filed both the Commission required and preferred CCOSS at present 

4 and proposed rates. The Commission required CCOSS is based on the Twelve 

5 Coincident Peak (12CP) and 1/131h Average Demand (AD) method, or 12CP-

6 1/131hAD. However, TECO's preferred CCOSS uses 12CP-50%AD to allocate 

7 production plant-related costs, and the minimum distribution system (MDS) 

8 methodology is used to classify and allocate certain distribution network costs on 

9 a customer basis. TECO's preferred CCOSS at proposed rates also assumes 

10 consolidation of the GSD and IS classes. 

11 Q 

12 

13 A 

DOES TECO'S PREFERRED CLASS COST-OF-SERVICE STUDY COMPORT 

WITH ACCEPTED INDUSTRY PRACTICES? 

With the exceptions I will discuss below, it generally does. TECO's CCOSS 

14 recognizes the different types of costs as well as the different ways electricity is 

15 used by various customers. 

16 Q DO YOU AGREE WITH EVERY ASPECT OF TECO'S PREFERRED CLASS 

17 COST -OF-SERVICE STUDY? 

18 A No. As previously explained, the GSD and IS rate classes should not be 

19 consolidated. Further, I strongly disagree with TECO's proposed 12CP-50%AD 

20 method. 

21 First, it would result in yet another substantial change in production cost 

22 allocation methodologies. As explained later, TECO has proposed a different 

23 production cost allocation method in every rate case dating back to 1985. 
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Second, Mr. Ashburn relies on four points in suggesting the Commission 

adopt the 12CP-50%AD approach: 

Reason #1. The manner in which power plants are planned and operated in 
Florida11; 

Reason #2. TECO has installed a significant amount of base and intermediate 
load generation which is more expensive to install than alternative 
peaking generation, but less expensive to operate over time12; 

Reason #3. The proposed conversion of the existing simple cycle peakers at 
TECO's Polk Power Station to a combined cycle structure13, which 
means it is investing in more expensive generating units and 
associated units to provide more efficient fuel conversion for the 
generation of electricity; and 

Reason #4. To minimize the revenue requirements for the RS and GS rate 
classes.14 

None of the four reasons cited by Mr. Ashburn support allocating twice as many 

production plant costs to energy as under the currently approved methodology: 

12CP-25%AD. In fact, Mr. Ashburn's four reasons support adopting the 

Commission's preferred 12CP-1/13thAD method. 12CP-1/13thAD was also 

approved by the Commission and used by Duke Energy Florida (Duke), Florida 

Power & Light Company (FPL) and Gulf Power Company (Gulf) to determine 

class revenue allocation and rate design in their most recent rate cases. 

Third, TECO's proposed 12CP-50%AD would place undue emphasis on 

year-round energy.15 In total, 57% of base rate production plant costs would be 

allocated on an energy basis. By allocating over 57% of TECO's base rate 

production fixed costs on energy, it gives far less emphasis on peak demand 

which drives the need for TECO and other utilities to install generation capacity. 

As explained later, Average Demand is not a cost driver. 

Finally, 12CP-50%AD is consistent with the percentage of costs typically 

allocated on an energy basis under the Equivalent Peaker (EP) Method. EP 
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methods generally result in 40% to 75% of total production plant costs being 

classified as energy-related.16 Further, like EP, 12CP-50%AD allocates 

production plant costs to hours beyond the economic break-even point. This is 

the reason why the Commission rejected EP in 1990. Thus, given the similarities 

between EP and 12CP-50%AD, the Commission should also reject 12CP-

50%AD and adopt the 12CP-1/13thAD methodology. 

Q DO YOU AGREE WITH ANY OF THE CHANGES TO THE CLASS COST-OF-

SERVICE STUDY THAT TECO IS PROPOSING? 

A Yes. I agree with TECO's proposal to use MDS to classify some portion of 

network distribution plant-related costs as customer related. TECO's proposal 

recognizes the reality that the utility is required to invest in a minimal distribution 

network to attach a customer to the system and provide the voltage support 

necessary to support reliable electricity service. Stated differently, these costs 

are incurred regardless of the amount of power and energy usage by customers. 

Thus, they should be allocated to classes relative to the number of customers 

served. 

Background 

Q WHAT IS A CLASS COST-OF-SERVICE STUDY? 

A A class cost-of-service study (CCOSS) is an analysis used to determine each 

class's responsibility for the utility's costs. Thus, it determines whether a class 

generates sufficient revenues to recover the class's cost of service. A CCOSS 

separates the utility's total costs into portions incurred on behalf of the various 

customer groups. Most of a utility's costs are incurred to jointly serve many 

customers. For purposes of rate design and revenue allocation, customers are 
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grouped into homogeneous classes according to their usage patterns and 

service characteristics. 

Q WHAT PROCEDURES ARE USED TO CONDUCT A CLASS COST-OF-

SERVICE STUDY? 

A The basic procedure for conducting a CCOSS is fairly simple. First, we identify 

the different types of costs (functionalization), determine their primary causative 

factors (classification}, and then apportion each item of cost among the various 

rate classes (allocation). Adding up the individual pieces gives the total cost for 

each class. 

Identifying the utility's different levels of operation is a process referred to 

as functionalization. The utility's investments and expenses are separated into 

production, transmission, distribution, and other functions. To a large extent, this 

is done in accordance with the Uniform System of Accounts (USOA) developed 

by the Federal Energy Regulatory Commission (FERC). 

Once costs have been functionalized, the next step is to identify the 

primary causative factor (or factors). This step is referred to as classification. 

Costs are classified as demand-related, energy-related or customer-related. 

Demand (or capacity) related costs vary with peak demand, which is measured in 

kilowatts (or kW). This includes production, transmission, and some distribution 

investment and related fixed operation and maintenance (O&M) expenses. As 

explained later, peak demand determines the amount of capacity needed for 

reliable service. Energy-related costs vary with the production of energy (or 

kWh). Energy-related costs include fuel and variable O&M expense. Customer-

related costs vary directly with the number of customers, and include expenses 

such as meters, service drops, billing, and customer service. 
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1 Each functionalized and classified cost must then be allocated to the 

2 various customer classes. This is accomplished by developing allocation factors 

3 that reflect the percentage of the total cost that should be paid by each class. 

4 The allocation factors should reflect cost-causation; that is, the degree to which 

5 each class caused the utility to incur the cost. 

6 Q WHAT KEY PRINCIPLES ARE RECOGNIZED IN A CLASS COST-OF-

7 SERVICE STUDY? 

8 A A properly conducted class cost-of-service study recognizes two key cost-

9 causation principles. First, customers are served at different delivery voltages. 

10 This affects the amount of investment the utility must make to deliver electricity to 

11 the meter. Second, since cost-causation is also related to how electricity is used, 

12 both the timing and rate of energy consumption (i.e., demand) are critical. 

13 Because electricity cannot be stored for any significant time period, a utility must 

14 acquire sufficient generation resources and construct the required transmission 

15 facilities to meet the maximum projected demand, including a reserve margin as 

16 a contingency against forced and unforced outages, severe weather, and load 

17 forecast error. Customers that use electricity during the critical peak hours cause 

18 the utility to invest in generation and transmission facilities. 

19 Q WHAT FACTORS CAUSE THE PER-UNIT COSTS TO DIFFER BETWEEN 

20 CUSTOMER CLASSES? 

21 A 

22 

23 

24 

Factors that affect the per-unit cost include whether a customer's usage is 

constant or fluctuating (load factor), whether the utility must invest in 

transformers and distribution systems to provide the electricity at lower voltage 

levels, and the amount of electricity that a customer uses. In general, industrial 
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consumers are less costly to serve on a per unit basis because they: 

• (1) Operate at higher load factors; 

• (2) Take service at higher delivery voltages; and 

• (3) Use more electricity per customer. 

These three factors explain why some customers pay higher average rates than 

others. 

For example, the difference in the losses incurred to deliver electricity at 

the various delivery voltages is a reason why the per-unit energy cost to serve is 

not the same for all customers. More losses occur to deliver electricity at 

distribution voltage (either primary or secondary) than at transmission voltage, 

which is generally the level at which industrial customers take service. This 

means that the cost per kWh is lower for a transmission customer than a 

distribution customer. The cost to deliver a kWh at primary distribution, though 

higher than the per-unit cost at transmission, is also lower than the delivered cost 

at secondary distribution. 

In addition to lower losses, transmission customers do not use the 

distribution system. Instead, transmission customers construct and own their 

own distribution systems. Thus, distribution system costs are not allocated to 

transmission level customers who do not use that system. Distribution 

customers, by contrast, require substantial investments in these lower voltage 

facilities to provide service. Secondary distribution customers require more 

investment than do primary distribution customers. This results in a different cost 

to serve each type of customer. 

Two other cost drivers are efficiency and size. These drivers are 

important because most fixed costs are allocated on either a demand or 
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customer basis. 

Efficiency can be measured in terms of load factor. Load factor is the 

ratio of average demand (i.e., energy usage divided by the number of hours in 

the period) to peak demand. A customer that operates at a high load factor is 

more efficient than a lower load factor customer because it requires less capacity 

for the same amount of energy. For example, assume that two customers 

purchase the same amount of energy, but one customer has an 80% load factor 

and the other has a 40% load factor. The 40% load factor customers would have 

twice the peak demand of the 80% load factor customers, and the utility would 

therefore require twice as much capacity to serve the 40% load factor customer 

as the 80% load factor. Said differently, the fixed costs to serve a high load 

factor customer are spread over more kWh usage than for a low load factor 

customer . 

14 Production Plant Allocation 

15 Q WHAT IS THE 12CP-50%AD METHOD? 

16 A The 12CP-50%AD method allocates production plant costs using both 12CP 

17 

18 

19 

20 Q 

21 A 

22 Q 

23 

(which is also used to allocation transmission plant related costs) and energy (or 

average demand). Specifically, the 12CP-50%AD allocation factors are derived 

as follows: 

12CP- SO%AD = 12CP% X SO%+ Average Demand% X SO% 

HAS THIS COMMISSION EVER APPROVED THE 12CP-50%AD METHOD? 

DID TECO ALSO PROPOSE THE 12CP-50%AD METHOD IN ITS LAST RATE 

CASE? 
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A No. TECO proposed and the Commission approved the 12CP-25%AD method 

2 in the last rate case. Before TECO's last rate case, it used the 12CP-1/13thAD 

3 approach, the same methodology used by Duke, FPL and Gulf today. 

4 Q HAS TECO CONSISTENTLY USED THE SAME PRODUCTION PLANT 

5 ALLOCATION METHODOLOGY IN EACH OF ITS PRIOR RATE CASES? 

6 A No. As can be seen in the table below, TECO has proposed a different 

7 production plant cost allocation method in each of its last four rate cases, 

8 including this case, dating back to 1985. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Summary of Production Plant Cost 
Allocation Methods Proposed by TECO 

Docket No. Methodology 

850050 Equivalent Peaker 

920324 12CP-1/13AD 

080317 12CP-25%AD 

130040 12CP-50%AD 

Thus, 12CP-50%AD is another new proposed methodology. Witness Ashburn 

admitted during his deposition that the approach was proposed in part simply 

because the Commission accepted the 12CP-25%AD approach during the last 

rate case, and maybe the Commission would look favorably on yet another 

change.18 Under 12CP-50%AD, TECO is now proposing to roughly double the 

amount of production plant related costs that would be allocated on an energy 

basis. Coupled with its proposal to directly classify the costs associated with the 

Big Bend scrubber and Polk Plant gassifier to energy, 12CP-50%AD would result 

in classifying 57% of net production plants and related fixed costs on an energy 

basis. 
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a IF THE COMMISSION WERE TO ADOPT 12CP-50%AD WILL THIS ALSO 

2 CHANGE HOW CERTAIN NON-BASE RATE COSTS ARE ALLOCATED AND 

3 COLLECTED? 

4 A Yes. TECO currently uses 12CP-25%AD to allocate the demand related portion 

5 of purchased power capacity costs in its Capacity Cost Recovery (CCR) rider 

6 and certain environmental investment that is being collected in the Environmental 

7 Cost Recovery Clause (ECRC). If the Commission were to adopt 12CP-50%AD 

8 for allocating base rate costs, this would require a similar change in how costs 

9 are allocated and collected in both the CCR and ECRC. Thus, any change in 

1 0 how production plant is allocated in determining base rates will result in 

11 corresponding allocation changes in both the CCR and ECRC. 

12 a 

13 

MR. ASHBURN'S REASON #1 IS THAT 12CP-50%AD IS JUSTIFIED 

BECAUSE IT REFLECTS HOW POWER PLANTS ARE PLANNED AND 

14 OPERATED IN FLORIDA. IS THIS AN ACCURATE STATEMENT? 

15 A No. If 12CP-50%AD reflected how power plants are planned and operated in 

16 Florida, one should logically expect that this method would be embraced by all 

17 Florida investor-owned electric utilities. However, TECO is the only utility in 

18 Florida investor-owned electric utility proposing 12CP-50%AD. Again, Duke, FPL 

19 and Gulf currently use 12CP-1/13thAD. 

20 a HOW IS THE FACT THAT 12CP-1/131liAD IS USED BY DUKE, FPL AND 

21 GULF PERTINENT TO TECO? 

22 A 

23 

24 

Duke, FPL and Gulf are among the other Florida utilities that plan and operate 

generating systems in Florida (i.e., Reason #1). Further, these utilities have 

recently completed rate cases before the Commission. In these cases, with the 
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exception of Duke, who ultimately agreed to continue using the 12CP-13thAD 

approach, neither FPL nor Gulf proposed changing the 12CP-1/13thAD method. 

For example, in its most recent rate case, FPL supported 12CP-1/13thAD stating 

that: 

The 12 CP and 1113'h methodology recognizes that the 
decision to add generating capacity is driven primarily by 
peak demands on the system. This methodology classifies 
12/13ths. or approximately 92% of costs on the basis of coincident 
peak demand and 1/13th, or approximately 8%, of costs on the 
basis of energy. That portion classified to demand is allocated to 
the individual rate classes based on their 12 CP contributions, 
adjusted for losses, while the portion classified to energy is 
allocated based on their kWh sales, adjusted for losses. Under 
the 12 CP and 111 J'h methodology, all generating units are 
treated consistently based on their function (i.e. production), 
their classification (12113'h demand and 1113th energy), and 
their allocation (contribution to the system peak and kWh of 
energy). The 12 CP and 1/13th methodology has a significant 
history of regulatory acceptance in Florida. The 12 CP and 1/131h 
methodology was used in Docket No. 830465-EI and Docket No. 
080677-EI. Furthermore, the FPSC has approved the 12 CP and 
1/131h methodology in rate cases involving other investor-owned 
utilities.19 (emphasis added) 

IS THERE ANY REASON TO BELIEVE THAT TECO PLANS ITS SYSTEM 

DIFFERENTLY THAN FPL? 

No. 

TURNING TO MR. ASHBURN'S REASON #2, DOES THE FACT THAT TECO 

HAS INSTALLED A SIGNIFICANT AMOUNT OF BASE AND INTERMEDIATE 

LOAD GENERATION JUSTIFY CHANGING THE CURRENTLY APPROVED 

PRODUCTION PLANT COST ALLOCATION METHOD? 

No. TECO's capacity mix is relatively unchanged since the addition of the simple 

cycle peakers that were reflected in the Step 2 rates approved in its last rate 

case. Thus, TECO's production plant investment reflects the same investment 
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3 Q 

(plus capital additions less depreciation and interim retirements) as was included 

in base rates in TECO's last rate case. 

WHAT DOES MR. ASHBURN MEAN BY THE TERM INTERMEDIATE LOAD 

4 GENERATION? 

5 A I presume Mr. Ashburn is referring to combined cycle gas turbines (CCGTs) 

6 because he specifically referenced TECO's existing generation mix, which 

7 includes CCGTs at Bayside Units 1 and 2, and TECO's proposed conversion of 

8 Polk Units 2-5. 

9 Q DOES MR. ASHBURN'S REASON #3 (THE PLANNED CONVERSIONS AT 

10 POLK) SUPPORT ADOPTING 12CP-50%AD? 

11 A 

12 

13 

No. First, the planned conversions at Polk Units 2-5 will not be placed into 

commercial operation until 2017, which is beyond the test year.20 Thus, any 

recognition of the conversion would be premature and beyond the scope of this 

14 proceeding. 

15 Second, TECO is not the only utility adding CCGTs to its system. FPL, 

16 recently installed over 1 ,295 megawatts (MW) of new CCGTs. It is currently 

17 planning to install an additional 2,545 MW of capacity. 

18 Q HAS FPL'S DECISION TO INSTALL SUBSTANTIAL AMOUNTS OF 

19 COMBINED CYCLE GENERATION PROMPTED IT TO CHANGE ITS 

20 PRODUCTION PLANT ALLOCATION METHODOLOGY? 

21 A No. FPL has supported and continues to support 12CP-1/13thAD despite 

22 converting its older steam generation into modern efficient CCGTs. These 

23 conversions complement FPL's existing nuclear capacity, which are more capital 

24 intensive than CCGTs. Thus, FPL's decision to invest in more capital intensive 
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generation capacity has not prompted it to allocate a much larger percentage of 

its production plant costs on an energy basis. 

Q IS IT ACCURATE TO STATE THAT PRODUCTION PLANT INVESTMENT 

INCURRED TO PROVIDE MORE EFFICIENT FUEL CONVERSION FOR THE 

GENERATION OF ELECTRICITY IS CAUSED BY YEAR-ROUND ENERGY 

USAGE? 

A No. Mr. Ashburn's statement is an over-simplification of the system planning 

process, and it confuses cost causation with benefits. 

Q HOW IS MR. ASHBURN'S STATEMENT AN OVERSIMPLIFICATION OF THE 

SYSTEM PLANNING PROCESS? 

A System planners are faced with the dual dimensions of: (1) providing reliable 

service; and (2) minimizing total cost. Because electric energy cannot be stored 

in large quantities for any significant length of time, providing reliable service 

requires construction of sufficient generating capacity to meet the projected 

system peak demands and to provide an adequate reserve margin. This will 

ensure that whenever a consumer flips the switch an electric light or other 

appliance will operate. 

Cost minimization is the requirement that the utility provide the service at 

the lowest overall cost. The utility strives to install the mix of generating capacity 

(i.e., base, intermediate and peaking) that, along with the existing generation, 

yields the lowest total cost. In other words, the economic choice between a base 

load plant and a peaking plant must consider both investment-related costs (i.e., 

capital costs) and operating costs. Therefore the type of generating unit selected 

is a function of average total costs . 
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ARE THERE OTHER FACTORS, BESIDES THE ECONOMIC TRADE-OFFS, 

THAT CAN AFFECT UTILITY INVESTMENT DECISIONS? 

Yes. A generating unit represents a 30 to 60-year investment. The long life-

cycle makes it difficult for a utility to anticipate every contingency, such as new 

regulations that require utilities to cease using certain types of fuels, limit 

operations or install costly equipment to meet prevailing emissions standards or 

changes in public policy. These contingencies could transform what is otherwise 

an economical resource under today's circumstances into an uneconomical 

resource under different circumstances. Thus, it behooves a utility to manage 

these risks by installing a diversified portfolio of generating resources. 

WHY DO UTILITIES INSTALL COMBINED CYCLE GENERATION? 

CCGTs provide flexible operating capacity. They can be started up more quickly 

than older steam units and have considerable load-following capability. Load 

following means that generator output can be automatically adjusted from 

moment-to-moment so that the available supply always matches the utility's 

loads in real time. Flexible capacity is especially important for systems having 

substantial amounts of intermittent resources (i.e., solar, hydro, wind). 

With more flexible capacity, CCGTs can also be used to supply 

Contingency Reserves, which consist of generation and interruptible loads 

available within 15 minutes. Contingency Reserves are necessary to assure that 

sufficient capability exists to meet the NERC Disturbance Control Standard and 

to reestablish resource and demand balance following a Reportable 

Disturbance. 21 These functions are clearly necessary to maintain system 

reliability. As such, it is an oversimplification to claim that any "extra" investment 

that may be incurred to install CCGTs is driven by fuel savings. 

37 

J.POLLOCK 
INCORPORATED 



• 

• 

• 

Q DO PROJECTED FUEL SAVINGS CREATE THE NEED TO ADD 

2 GENERATION CAPACITY? 

3 A No. The primary driver for generation capacity additions is the utility's projected 

4 peak demand. According to TECO's 2013 Ten-Year Site Plan: 

5 To meet the expected system demand and energy requirements 
6 over the next ten years, both peaking and intermediate resources 
7 are needed. The peaking capacity need will be met by purchased 
8 power agreements for peaking capacity secured through 2016. In 
9 2017, Tampa Electric currently expects to meet its intermediate 

I 0 load needs by converting Polk Power Station's simple cycle 
II combustion turbines (Polk Units 2-5) to a natural gas combined 
I2 cycle (NGCC) unit. The operating and cost parameters 
I3 associated with the capacity additions resulting from the analysis 
I4 are shown in Schedule 9. Beyond 2017, the company foresees 
I5 the future needs being that of additional peaking capacity, which it 
I6 will meet by combustion turbine additions and/or future purchased 
I7 power agreements.22 

I8 Thus, as demonstrated by TECO's own Ten-Year Site Plan, the factor driving the 

I9 

20 

need for new capacity is the growth in projected peak demand. In other words, 

peak demand is the cost causer, while fuel savings is the outcome of installing 

2I more efficient generation capacity. Mr. Ashburn would have us believe that the 

22 opposite is true (i.e. fuel savings drive plant investment) which is clearly 

23 contradicted by the facts. 

24 Q IF MR. ASHBURN'S THEORY (THAT FUEL SAVINGS ARE THE PRIMARY 

25 DRIVER FOR TECO'S INVESTMENT IN BASE AND INTERMEDIATE LOAD 

26 CAPACITY) IS VALID, WOULD 12CP-50%AD ACCURATELY REFLECT HIS 

27 THEORY? 

28 A No. Mr. Ashburn's system planning theory is premised on a flawed application of 

29 the theory of capacity substitution (CAPSUB). Capital Substitution assumes that 

30 utilities invest in more capital-intensive generation (i.e. coal and CCGTs) in order 

3I to save fuel costs. However, as explained in Appendix C, 12CP-50%AD fails to 
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6 Q 

7 A 

correctly apply capital substitution theory because production plant investment is 

allocated to the hours beyond the economic break-even point. Further, TECO 

made no attempt to define that portion of fuel costs that are incurred for reliability 

and not to provide kWh. Such reliability-driven fuel costs should be allocated on 

a demand, and not an energy, basis. 

WHAT IS MEANT BY THE "BREAK-EVEN POINT?" 

The break-even point is the number of operating hours in which the total cost of 

8 peaking capacity is the same as a other types of capacity. The illustration in 

9 Appendix C assumes a break-even point of 1 ,000 hours. This reflects the fact 

10 that peaking units rarely operate more than 1,000 hours per year on a recurring 

11 basis. 

12 Q 

13 A 

WHAT IS THE SIGNIFICANCE OF THE BREAK-EVEN POINT? 

Once a utility decides that additional production capacity is needed to meet peak 

14 demand, if that new capacity is expected to run only a limited number of hours, 

15 total costs are minimized by the choice of a peaker. On the other hand, if it is 

16 projected that a unit will run for a sufficient number of hours, other types of 

17 capacity will be more economical. 

18 Therefore, annual energy usage (or Average Demand) does not cause 

19 plant investment. However, load duration up to the break-even point may 

20 influence plant investment decisions. Beyond the break-even point, energy 

21 usage is no longer a factor in the decision to select a specific type of generation 

22 capacity. 

23 Q 

24 

HOW DOES 12CP-50%AD RESULT IN ALLOCATING PRODUCTION PLANT 

COSTS TO HOURS BEYOND THE ECONOMIC BREAK-EVEN POINT? 
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This is demonstrated in Exhibit_ (JP-2), which shows TECO's load duration 

2 curve (in blue) with each of the 12CPs (in green) and average demand (in red) 

3 also plotted. A load duration curve is TECO's system demand sorted in 

4 descending order with the system peak shown on the left most side of the curve 

5 and system minimum demands shown on the right most portion of the curve. In 

6 the interest of brevity, only a portion of TECO's load duration curve is shown. 

7 First, 12CP-50%AD assigns 50% of production plant cost to all 8,760 

8 hours in a typical year (the red area under the load duration curve). However, 

9 the economic break-even point of peaking capacity occurs around 800 hours per 

1 0 year. Thus, the vast majority of the hours occur beyond the break-even point. 

11 Second, three of the 12CPs also occur beyond the economic break-even point. 

12 Q 

13 

14 A 

HOW DID YOU DETERMINE THAT THE ECONOMIC BREAK-EVEN POINT 

OCCURS AT ABOUT 800 HOURS? 

I analyzed the operating hours of TECO's peaker units over the past 3 years. 

15 This is shown in Exhibit_ (JP-3). As can be seen, TECO typically operates its 

16 peakers between 551 and 1,037 hours per year. This translates into 800 hours 

17 per year per unit on average. 

1 8  Q HAS THE COMMISSION PREVIOUSLY REJECTED METHODS THAT 

19 ALLOCATE PRODUCTION PLANT COSTS TO ALL 8,760 HOURS? 

20 A 

21 

22 

23 

24 

Yes. The same issue arose in connection with the Equivalent Peaker (EP) 

method of allocation. Under EP, 40% to 75% of production plant costs is 

classified to energy and allocated on Average Demand. The remaining costs are 

allocated on a CP basis. This is similar to 12CP-50%AD, which allocates 50% of 

production plant costs on Average Demand and the remaining demand-related 
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costs on 12CP. Both methods allocate significant costs beyond the economic 

break-even point. 

However, in 1990 the Commission rejected the EP method. Specifically, 

the Commission stated: 

The equivalent peaker methodology implies a refined 
knowledge of costs which is misleading, particularly as to 
the allocation of plant costs to hours past the break­
even point.23 (emphasis added) 

Thus, the Commission has previously determined that methods like EP and 

12CP-50%AD, which allocate investment to hours beyond the economic break-

even point, are clearly at odds with the utility planning process. This is because 

B!! production from a specific plant (i.e., kWh sales) is not the critical factor in 

deciding what type of capacity to install. Only the production up to the break-

even point determines the lowest cost capacity addition . 

I5 Q ARE THERE ANY MATERIAL DIFFERENCES BETWEEN 12CP-50%AD AND 

I6 EQUIVALENT PEAKER METHODS? 

I7 A No. The only real difference between EP and 12CP-50% AD is how the percent 

I8 

I9 

20 

2I 

22 Q 

23 A 

of energy-related costs is derived. EP methods typically use a more rigorous 

analysis, while TECO relied on judgment.24 Given that EP and 12CP-50%AD are 

for all intents and purposes the same method, the Commission should reject 

12CP-50%AD just as it rejected EP. 

DOES MR. ASHBURN'S REASON #4 JUSTIFY ADOPTING 12CP-50%AD? 

No. Mr. Ashburn's fourth reason (that 12CP-50%AD would minimize the revenue 

24 requirements for the RS and GS rate classes) has nothing to do with selecting a 

25 class cost-of-service methodology. That selection should be based on the 

26 application of the principle of cost causation. Cost causation means allocating 
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2I 

costs to those classes that cause the utility to incur the specific costs. It does not 

mean picking a cost allocation method to minimize the rate impact on certain rate 

classes (i.e., picking winners and losers while disregarding cost causation). 

Were it to do so, the Commission would effectively be engaging in "price-based 

costing" rather than "cost-based pricing." The Commission's long-standing policy 

has employed "cost-based pricing." In doing so, rate impacts are properly 

addressed in determining the appropriate allocation of a base rate increase and 

in the design of the applicable rates, not in the selection of a cost-of-service 

methodology. 

Recommendation 

Q SHOULD THE COMMISSION ADOPT 12CP-50%AD? 

A No. 12CP-50%AD is not consistent with cost causation and does not accurately 

reflect the system planning process. Further, 12CP-50%AD is not supported by 

any changes in TECO's system planning process or its current generation mix 

relative to the mix that existed in TECO's last rate case. As explained previously, 

12CP-50%AD allocates plant costs beyond the economic break-even point and 

classifies about the same percentage of costs to energy as EP methods, which 

the Commission long-ago rejected. Finally, 12CP-50%AD is not being used by 

Duke, FPL or Gulf. This is relevant because these utilities have invested in 

significant base and intermediate load capacity resources. Mr. Ashburn has 

failed to demonstrate how TECO is different than Duke, FPL or Gulf. 

22 Q ARE THERE ANY OTHER REASONS FOR REJECTING 12CP-50%AD? 

23 A Yes. Adopting 12CP-50%AD would cause undue instability in both class 

24 revenue requirements and rate design. As previously stated, TECO has 
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proposed a new cost allocation methodology in every rate case since 1985. This 

current change in methodologies is particularly dramatic in light of the fact that it 

would double the amount of TECO's total production fixed costs (both base rate 

and cost recovery clauses) allocated in/or collected on an energy basis. 

Instability is not a desirable attribute of a rate design. 

WHAT PRODUCTION PLANT ALLOCATION METHOD SHOULD THE 

7 COMMISSION ADOPT FOR TECO? 

8 A TECO has provided no evidence that it plans its generation system any 

9 differently than other Florida electric utility. The Commission has adopted 12CP-

I 0 1/131hAD for Duke, FPL and Gulf. Unless there are clear differences between 

II TECO and other Florida utilities, 12CP-1/13AD should also be adopted for 

I2 TECO . 

I3 Alternatively, if the Commission does not want to again change its 

14 production plant allocation approach, then it should not approve any change in 

I5 the currently approved cost allocation methodology: 12CP-25%AD. It should not 

I6 adopt TECO's proposed 12CP-50%AD proposal. 

I7 Q IF THE COMMISSION ACCEPTS TECO'S 12CP-50%AD APPROACH, 

18 SHOULD ANY OTHER CHANGES BE MADE? 

I9 A 

20 

2 1  

22 

23 

24 

Yes. If the Commission decides that more than 25% of production fixed costs 

(other than then Big Bend scrubber and Polk gassifier) should be allocated on an 

energy basis, then it should replace 12CP with an allocator that more closely 

reflects TECO's actual system load characteristics and does not allocate as 

many production fixed costs to hours beyond the break-even point as does 

12CP-50%AD. 
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1 Q WHAT ALLOCATION METHODOLOGY BEST REFLECTS TECO'S SYSTEM 

2 LOAD CHARACTERISTICS? 

3 A The summer and winter system coincident demand (Summer/Winter CP) method 

4 best reflects TECO's load and supply characteristics. 

5 Q HOW DO TECO'S LOAD CHARACTERISTICS SUPPORT THE USE OF THE 

6 SUMMER/WINTER CP METHOD? 

7 A TECO experiences its maximum annual demand for electricity in either the 

8 summer or winter months. This is shown in Exhibit __ (JP-4), page 1, which 

9 is an analysis of TECO's monthly firm peak demands as a percent of the annual 

10 system peak for the years 2008 through 2012. TECO routinely peaks in both the 

1 1  summer and winter months. The peak demands in the other months are typically 

12 well below the summer and winter peak demands . 

13 These characteristics are further summarized in Exhibit __ (JP-4), 

14 page 2. As can be seen: 

15 • The minimum month peak is generally below 66% of the 
16 annual system peak. 

17 • Monthly peak demands are only 85% of the annual system 
18 peak. 

19 • Peak demands are 1 0% (or higher) of the non-peak demands. 

20 • And with one exception, TECO has a 57% average annual 
2 1  load factor. 

22 These ratios confirm that TECO has seasonal load characteristics. Thus, 

23 electricity demands in the spring and fall months are not particularly relevant in 

24 determining the amount of capacity needed for TECO to provide reliable service. 

25 Q 

26 

27 

ARE THE MONTHLY PEAKS IN THE SPRING/FALL MONTHS IMPORTANT 

BECAUSE TECO HAS TO REMOVE GENERATION FOR SCHEDULED 

MAINTENANCE? 
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A No. Although TECO does schedule most planned outages during the spring and 

2 fall months, this does not make these months important from a cost-causation 

3 perspective. Specifically, despite planned outages, TECO generally has higher 

4 reserve margins during the months when planned outages have occurred than 

5 during the peak summer and winter months. This is shown in Exhibit _ (JP-

6 5). 

7 The reserve margins were calculated as the margin (available capacity 

8 less scheduled outages less firm peak demand) divided by firm peak demand. 

9 As can be seen, the reserve margins in the summer and winter peak months, 

10 adjusted for scheduled outages, have been well below the corresponding non-

11 peak month reserve margins. 

12 Q WHAT DO THE PEAK DEMAND AND RESERVE MARGIN ANALYSES 

13 DEMONSTRATE? 

14 A The analyses demonstrate that both summer and winter peak demands 

15 determine TECO's capacity requirements. The spring and fall months are 

16 irrelevant. Thus, the 12CP method does not reflect cost-causation when 

17 measured by TECO's load and supply characteristics. For these reasons, if the 

18 Commission allocates an increasing amount of production plant costs to energy, 

19 it should also adopt the Summer/Winter CP method. 

20 Q 

21 

22 A 

23 

HOW WOULD THE SUMMER/WINTER CP METHOD AVOID ALLOCATING AS 

MANY COSTS BEYOND THE BREAK-EVEN POINT? 

Both the summer and winter annual peak demands are well within the hours up 

to the break-even point. As previously explained, this is not the case with 12CP. 
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1 Q WHAT OTHER CHANGES IN THE COST ALLOCATION METHODOLOGY 

2 SHOULD BE MADE IF THE COMMISSION DECIDES TO ALLOCATE MORE 

3 THAN 25% OF PRODUCTION FIXED COSTS ON AN ENERGY BASIS? 

4 A The Commission should recognize that not all variable costs are energy related. 

5 As explained below, some variable costs are being incurred either for reliability or 

6 as a substitute for higher capital costs. Thus, they should be allocated to classes 

7 on a peak demand basis. 

8 Q 

9 A 

WHAT ARE VARIABLE COSTS? 

Variable costs are those that are primarily related to producing energy. The most 

I 0 obvious examples of variable costs are fuel and purchased energy expenses. 

11 Q HOW ARE FUEL AND PURCHASED ENERGY COSTS ALLOCATED AND 

12 COLLECTED? 

13 A 

14 Q 

Fuel and purchased energy costs are allocated and collected on an energy basis. 

IF SOME PORTION OF PRODUCTION FIXED COSTS IS ASSUMED TO BE 

15 ENERGY-RELATED, IS IT REASONABLE TO ASSUME THAT ALL FUEL AND 

16 PURCHASED ENERGY COSTS ARE ALSO ENERGY-RELATED? 

17 A No. TECO's assumption that all fuel and purchased energy costs are energy-

1 8  related ignores several fundamental principles. First, TECO must commit its 

19 generating units in advance of actual demand. This requires fuel to be 

20 consumed for unit start-up and stabilization. 

21 Second, certain generating units cannot be cycled completely down once 

22 they have been committed to serving load. These units must operate at 

23 minimum load levels to provide spinning and supplementary reserves. This is 

24 particularly necessary during low load periods. 
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18 

In both instances (i.e. start up and operating units at minimum load), there 

is no direct link between fuel costs and kWh generated. 

Q DOES TECO INCUR FUEL COSTS THAT DO NOT DIRECTLY RESULT IN 

GENERATING KILOWATT HOURS? 

A Yes. As with other utilities, TECO incurs fuel costs both during start-up to 

commit units to daily operation and to allow units to operate at their economic 

minimums during low load periods. TECO estimates that about $8.3 million of 

costs are incurred for start-up. TECO could not quantify the fuel costs incurred to 

maintain units at minimal operating levels.25 Arguably, both start-up costs and 

the fuel costs to maintain a unit in service should be allocated on a demand basis 

because they are being incurred to maintain system reliability. 

Distribution Cost Classification 

Q HOW HAS TECO CLASSIFIED DISTRIBUTION INVESTMENT? 

A TECO has classified a portion of its distribution network investment as customer-

related. This is consistent with the purpose of the distribution system, which is to 

deliver power from the transmission grid to the customer, where it is eventually 

consumed. Certain investments (e.g., meters, service drops) must be made just 

to attach a customer to the system. These investments are customer-related. 

19 Q WHAT DO YOU MEAN BY THE DISTRIBUTION NETWORK? 

20 A 

21 

22 

The distribution "network" consists of TECO's investment in poles, towers, 

fixtures, overhead lines and line transformers. These investments are booked to 

FERC Accounts 364, 365, 366, 367, and 368. 
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Q HOW DID TECO DETERMINE THE CUSTOMER-RELATED PORTION OF THE 

2 DISTRIBUTION NETWORK INVESTMENT? 

3 A TECO used a minimum distribution study (MDS). Under MDS, the customer-

4 related portion is representative of the investment in the minimum size equipment 

5 required to attach customers to the system and provide the necessary voltage 

6 support. 

7 Q WHY IS IT APPROPRIATE TO CLASSIFY A PORTION OF THE 

8 DISTRIBUTION NETWORK INVESTMENTS AS A CUSTOMER-RELATED 

9 COST? 

10 A Classifying a portion of the distribution network as a customer-related cost 

11 recognizes the reality that every utility must provide a path through which 

12 electricity can be delivered to each and every customer regardless of the peak 

13 demand or energy consumed. Further, that path must be in place if the utility is 

14 to meet its obligation to provide service upon demand. 

15 Absent a connection to the system, a customer cannot take power. 

16 Further, the connecting facilities must be sized to provide voltage support before 

17 any power or energy can be consumed. These prerequisites (i.e., a grid 

18 connection with facilities sized to provide voltage support) are clearly related to 

19 the existence of the customer. 

20 Q 

21 

22 A 

DO ANY OTHER FACTORS JUSTIFY CLASSIFYING A PORTION OF THE 

DISTRIBUTION NETWORK AS CUSTOMER-RELATED? 

Yes. The distribution network must comply with this Commission's standards of 

23 construction. Specifically, Rule 25-6.034 requires that: 

24 

25 

(1) The facilities of each utility shall be constructed, installed, 
maintained and operated in accordance with generally accepted 
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2 

3 

engineering practices to assure, as far as is reasonably possible, 
continuity of service and uniformity in the quality of service 
furnished. 

4 (2) Each utility shall, at a m1n1mum, comply with the National 
5 Electrical Safety Code [ANSI C-2) [NESC], incorporated by 
6 reference in Rule 25-6.0345, F.A.C. 

7 Rule 25-6.0342, Florida Administrative Code, was more recently enacted. It 

8 requires utilities to cost-effectively strengthen critical electric infrastructure to 

9 increase the ability of transmission and distribution facilities to withstand extreme 

I 0 weather conditions and reduce restoration costs and outage times to end-use 

11 customers associated with extreme weather conditions. The costs to comply 

I2 with these Commission rules are not required because of the amount of electric 

I3 power and energy demanded. They are required because of the existence of 

I4 each customer and TECO's obligation to provide a reliable connection to the grid . 

I5 Q IS IT A RECOGNIZED PRACTICE TO CLASSIFY A PORTION OF THE 

I6 DISTRIBUTION NETWORK AS CUSTOMER-RELATED? 

17 A Yes. For example, the NARUC Electric Utility Cost Allocation Manual states that: 

I8 Distribution plant Accounts 364 through 370 involve demand and 
I9 customer costs. The customer component of distribution facilities 
20 is that portion of costs which varies with the number of customers. 
21 Thus, the number of poles, conductors, transformers, services, 
22 and meters are directly related to the number of customers on the 
23 utility's system.26 

24 An excerpt from the Manual pertaining to distribution cost classification is 

25 provided in Exhibit_ (JP-6). 

26 Q 

27 A 

28 

29 

IS THIS PRACTICE FOLLOWED BY OTHER UTILITIES? 

Yes. Exhibit_ (JP-7) is a partial list of the utilities that classify some portion of 

their distribution network investment as customer-related. This is not intended to 

be an exhaustive survey. 
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1 Q WHAT PORTION OF THE DISTRIBUTION NETWORK IS TECO PROPOSING 

2 TO CLASSIFY AS CUSTOMER-RELATED? 

3 A TECO's MDS study resulted in classifying about 25% of its distribution network 

4 investment (FERC Accounts 364 through 368) as customer-related. This is 

5 shown in Exhibit_ (JP-8), line 44, column 4. 

6 Q HOW DOES TECO'S CLASSIFICATION OF DISTRIBUTION NETWORK 

7 COSTS COMPARE WITH THE UTILITIES SHOWN IN EXHIBIT_ (JP-8)? 

8 A As previously stated, TECO classifies about 25% of the investment in FERC 

9 Accounts 364 through 368 as customer-related. The corresponding composite 

10 percentage for the other listed utilities ranges from 19% to 69%. Some variation 

11 is to be expected because of differences between each utility's distribution 

12 construction practices and the methodologies used to determine the customer-

13 

14 Q 

15 A 

16 

17 

related component. 

PLEASE SUMMARIZE YOUR RECOMMENDATION. 

TECO's proposed classification of distribution network costs comports with 

accepted practice and is modest relative to other utilities. Accordingly, TECO's 

proposed distribution customer classification should be adopted in this case. 

50 

J.POLLOCK 
INCORPORATED 



• 

• 

• 

--�--�--- ----------------------------------------

Q 

2 A 

4. REVENUE REQUIREMENT 

WHAT REVENUE REQUIREMENT ISSUES ARE YOU ADDRESSING? 

I am addressing the test year planned outage expense and the storm reserve. 

3 Planned Outage Expense 

4 Q 

5 A 

6 

7 Q 

8 

9 A 

10 

II Q 

12 A 

13 

14 

WHAT ARE PLANNED OUTAGE EXPENSES? 

Planned outage expenses are incurred to conduct major overhauls of generating 

units. They are a subset of production O&M expense. 

IS TECO PROPOSING TO INCLUDE PLANNED OUTAGE EXPENSES IN 

BASE RATE IN THIS CASE? 

Yes. TECO is proposing to include about $17.6 million (Total Company) of 

planned outage expenses in base rates. This includes all generating units. 

IS TECO'S PROPOSAL REASONABLE? 

No. As can be seen in the chart below, Test Year planned outage expenses are 

abnormally high. For my analysis I have included generating units other than 

peakers that will have been in-service for the entire 2008-2014 timeframe. 
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II 

12 

13 

14 

15 

I6 

A further analysis of these expenses is provided in Exhibit_ (JP-9). 

Specifically, I have compared the planned outage expenses during the Test Year 

(column 1) versus the average outage expenses from the previous six years and 

Test Year (column 2). 

As can be seen, the proposed Test Year expense of $17.3 million is 

nearly 26% higher than the corresponding average period expense of $12.9 

million. Particularly noteworthy is the substantial increase in Test Year overhaul 

costs incurred at Big Bend Unit 1 (line 1) and Big Bend Unit 4 (line 4) plants. The 

corresponding Test Year costs are 72% and 66% higher than over the previous 

six years. 

Q HOW DO TECO'S PROPOSED TEST YEAR PLANNED OUTAGE EXPENSES 

FOR THE BIG BEND UNITS COMPARE WITH PAST YEARS OUTAGE 

EXPENSES? 

A In past years major outage expenses have been limited to one unit or no units. 

The following table lists the Big Bend Units that experienced outage expenses of 

over $5 million in a year. 

Big Bend Units with Yearly Outage Expenses 
Greater than $5 Million 

Unit Year Expense 

Big Bend 3 2008 $5,219,128 

Big Bend 2 2009 $6,105,000 

Big Bend 3 2013 $5,300,000 

Source: TECO Response to FIPUG Interrogatory No. 
37. 

17 The proposed Test Year expenses include major outage expenses of $5.4 million 

I8 for Big Bend Unit 1 and $5.7 million for Big �end Unit 4. Therefore, the proposed 

19 Test Year planned outage expenses are clearly abnormal. For this reason, 
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2 Q 

TECO's proposal should be rejected. 

WOULD IT BE APPROPRIATE TO NORMALIZE PLANNED OUTAGE 

3 EXPENSES IN SETIING RATES TO BE APPROVED IN THIS CASE? 

4 A Yes. TECO's proposed Test Year planned outage expenses are clearly 

5 abnormal and overstated. Thus, it would be appropriate to normalize these 

6 expenses so that the base rates approved in this proceeding are more 

7 representative of the costs that TECO will actually incur for planned maintenance 

8 outages. 

9 Q 

1 0  A 

11 

12 

13 

WHAT IS YOUR RECOMMENDED NORMALIZATION ADJUSTMENT? 

I recommend a $3.7 million reduction in TECO's proposed Test Year expense. 

The $3.7 million adjustment is shown in column 5. It was derived by reducing 

Test Year expenses for Big Bend Unit 4 to within 5% of the 2008-2014 average 

expense (column 7). 

14 Storm Reserve 

15 Q 

16 A 

WHAT IS A STORM RESERVE? 

Rule 25-6.0143, Florida Administrative Code, states: "A separate subaccount 

17 shall be established for that portion of Account No. 228.1 which is designated to 

18 cover storm-related damages to the utility's own property or property leased from 

19 others that is not covered by insurance." 

20 Q 

21 A 

22 

23 

WHAT IS TECO'S CURRENT STORM RESERVE LEVEL? 

The balance in TECO's storm reserve as of December 31, 2012 was $50.2 

million. Considering the current annual storm damage accrual of $8 million, the 

balance will grow to $57.3 million assuming no further property damage is 
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3 

4 Q 

5 A 

charged to the reserve in 2013. 27 If TECO experiences low storm activity similar 

to the 2005- 2012 period, the reserve level could reach the target level of $64 

million in 2014. 

HOW IS THE STORM RESERVE FUNDED? 

The storm reserve is funded through customer contributions that the Commission 

6 authorizes when it sets base rates. Customers currently contribute $8 million per 

7 year to the storm reserve. 

8 Q DOES THE COMMISSION HAVE A FRAMEWORK FOR STORM 

9 RESTORATION COST RECOVERY? 

10 A 

11 

12 

13 

14 

15 

16 

17 

18 Q 

Yes. According to the order in the last Tampa Electric Company rate case, the 

Commission addresses the storm restoration cost issue in the following manner: 

We have established a regulatory framework consisting of three 
major components: (1) an annual storm accrual, adjusted over 
time as circumstances change; (2) a storm reserve adequate to 
accommodate most, but not all storm years; and, (3) a provision 
for utilities to seek recovery of costs that go beyond the storm 
reserve.28 

WHO ULTIMATELY ASSUMES THE RISK OF LOSS FROM STORM DAMAGE 

19 UNDER THE EXISTING COMMISSION FRAMEWORK? 

20 A 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

As the Commission stated, TECO's customers ultimately bear all of the risk of 

losses due to hurricanes and other storms: 

. under the current approach to the recovery of storm 
restoration costs, the risk associated with a lower reserve level 
(i.e., the possibility of storm restoration costs exceeding the 
Reserve, leading to subsequent customer charges) and the risk 
associated with a higher reserve level (i.e., paying charges now 
for storm restoration costs that do not materialize) is completely 
borne by FPL's customers. The customers represented in this 
proceeding have made clear that they would rather pay to fund the 
Reserve to a lower level now and risk future rate volatility than pay 
to fund the Reserve to a higher level before future storm 
restoration costs have been incurred. 29 
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6 

7 

8 

9 Q 

As such, TECO is at little or no risk that it will not recover its legitimate storm 

restoration costs regardless of the amount in the storm reserve. Put simply, from 

a customer perspective, the question is when to pay for the cost of restoration -

before or after the damage occurs. It is clear that customers prefer to pay when 

the damage occurs, rather than have the utility hold their money for them. And, 

the Commission has made it clear through its past actions that when a 

documented case for such recovery is made, it will permit the utility to recover 

these costs. 

IS TECO PROPOSING AN INCREASE IN THE ANNUAL ACCRUALS FOR ITS 

1 0 STORM RESERVE? 

11 A No. TECO proposes to continue the $8 annual accrual it collects for storm 

12 reserve . 

13 Q HAS TECO PROPOSED CHANGES TO THE TARGET STORM RESERVE 

14 BALANCE? 

15 A Yes. The current target level is $64 million, approved by the Commission in 

16 Docket No. 080317-EI, Order No. PSC-09-0283-FOF-EI. In this case, TECO is 

17 proposing the targeted reserve balance to increase from $64 to $100 million.30 

18 Q SHOULD TECO'S PROPOSED $36 MILLION INCREASE TO THE TARGETED 

19 STORM RESERVE BE APPROVED? 

20 A No. TECO has not supported the need for a $36 million increase. Further, since 

21 the $50.2 million storm reserve balance as of 12/31/12 is sufficient to cover all 

22 but the severest storms, accruals should cease. Put simply, this increase is not 

23 warranted. As explained below, funds in the storm reserve are sufficient even if 

24 the accrual is stopped altogether. Therefore, I recommend that the Commission 
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3 A 

maintain the targeted reserve at its current level of $64 million. 

WHAT IS THE BASIS FOR YOUR RECOMMENDATION? 

Under the Commission's framework described above, the storm reserve accrual 

4 and reserve balance are designed to provide coverage for some, but not all, 

5 storms. However, the Expected Annual Damage (EAD) presented by TECO 

6 witness, Steven Harris, takes into account all manner and strength of storms. 31 

7 In other words, it assumes that the storm reserve should be adequate to cover 

8 damage from hurricanes up to Category 4. The current $50.2 million reserve 

9 balance covers all Category 1 hurricanes.32 Considering $17.6 expected annual 

10 charges to the storm reserve, it is sufficient to cover almost three consecutive 

11 years.33 

12 Q 

13 

14 A 

WHY IS TECO SEEKING A $36 MILLION INCREASE IN STORM DAMAGE 

RESERVE? 

The proposed increase is based on an increase in asset value from the previous 

15 study and to cover the expected average annual storm loss to be charged to the 

16 reserve derived in the TECO Storm Loss and Reserve Performance Analysis. 

17 Q DOES THE EAD PRESENTED IN THE STUDY PROPERLY REFLECT THE 

18 ANNUAL COSTS THAT ARE COVERED WITH THE STORM RESERVE? 

19 A No. I believe the EAD is overstated because it ignores the Commission's 

20 directive that the storm reserve should be adequate to accommodate most, but 

21 not all storm years. 

22 Q 

23 

WHAT TYPE OF STORMS ARE INCLUDED IN THE STUDY PRESENTED BY 

MR. HARRIS? 
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17 

18 

19 

20 

2I 

22 

23 

• 

A 

Q 

A 

-------

The EAD is the average damage of thousands of simulated hurricane seasons in 

the EQECAT model. The EAD of $21.9 million presented by TECO represents 

the average of all these simulations. The analysis includes all storm categories 

in the EAD. The EAD for all levels of storms is $21.9 million per year, with a 

$17.6 million average expected charge to the reserve. Over the 2000-2012 time 

frame, TECO has charged $79 million (in total) to the reserve, as shown in 

Exhibit_ (JP-1 0). This equates to an annual average charge to the reserve of 

less than $6.1 million. The 2004 Hurricanes (Charley, Francis, and Jeanne) 

account for $74 million of this total. The average annual charges to the storm 

reserve excluding the 2004 hurricanes have been $0.4 million. The 2000-2012 

period falls in a timeframe with increased hurricane activity as recognized by the 

National Oceanic and Atmospheric Administration (NOAA).34 

IS THERE ANY OTHER ISSUE WITH HOW THE EAD WAS CALCULATED? 

Yes. TECO has indicated that the EAD calculation did not include consideration 

for storm hardening since no major storm has occurred since the storm 

hardening program was implemented in 2004.35 One would expect the 

expenditures dedicated to this program to reduce storm damage. However, the 

EAD calculation omits these benefits and made no assumptions that the result of 

TECO's storm hardening efforts should result in less damage when a major 

storm strikes TECO's service territory, all things being equal, as compared to the 

damage that could be expected before the storm hardening efforts were 

undertaken. This is an assumption that I believe is a reasonable one to make, 

and is supported by a factual predicate as described below. 
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Q WHAT IS THE SOURCE OF THE EXPECTATIONS THAT THE STORM 

2 HARDENING PROGRAM WOULD REDUCE STORM DAMAGE? 

3 A 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 Q 

The Direct Testimony of Beth Young (page 27) includes the following: 

Q You have discussed the reliability of the T&D system and 
steps you have taken to improve reliability and 
strengthen the system. What impact do these steps have 
on restoration after a major storm event? 

A These steps reduce the amount of damage, reduce the 
number of outages and reduce the overall restoration 
time for Tampa Electric's system for a major storm event. 

TECO has projected spending $54 million in 2014 on storm hardening initiatives 

so one would expect reduced storm damages as a benefit of these initiatives. 36 

WHAT IS THE LIKELIHOOD THAT TECO WOULD INCUR DAMAGE IN 

16 EXCESS OF THE CURRENT $64 MILLION TARGET RESERVE? 

17 A 

18 

TECO analyzed the Aggregate Damage Exceedance Probabilities for various 

damage levels up to and in excess of $360 million.37 According to TECO's study, 

19 there is an 8.68% probability that there will be damage in any one year that 

20 exceeds $60 million. In other words, a storm inflicting damage in an amount of 

21 approximately $60 million is likely to occur only once every 11.5 years. 

22 Q WHAT RESULTS DOES THE STUDY SHOW FOR CATEGORY 1 AND 2 

23 HURRICANES? 

24 A 

25 

26 

On average, the most destructive Category 1 storm would cause mean damage 

of slightly less than $45 million. 38 The damage from the most severe Category 2 

storm would cause mean damage of less than $120 million.39 
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Q IS IT NECESSARY TO SET THE STORM RESERVE TO COVER THE COSTS 

2 OF ALL TROPICAL STORMS OR HURRICANES REGARDLESS OF THE 

3 LEVEL OF SUCH STORMS? 

4 A No. The storm reserve and associated accrual are only part of the framework for 

5 recovering storm restoration costs. The Commission has demonstrated its ability 

6 and willingness to promptly consider and act upon a utility's request to recover 

7 storm costs. As such, the storm reserve need not cover all storms. To do so 

8 would impose an unnecessary added burden on customers. 

9 Rather, what is needed is a reasonable accrual and a reasonable reserve 

1 0 designed to cover the expected damage from the more common (but not all) 

11 storm events. In this instance, TECO is seeking to establish the reserve at a 

12 level designed to provide for coverage for all storm damage. Such a "worst case" 

13 approach is only necessary if the storm reserve and associated accrual are the 

14 only means by which a utility is able to obtain coverage for damages from 

15 storms. 

16 Q 

17 A 

DO TECO'S CUSTOMERS BENEFIT FROM A HIGHER RESERVE TARGET? 

No. As explained above, the current $8 million contribution and the current storm 

18 reserve target of $64 million are more than sufficient to cover all but the most 

19 severe storms. Finally, the risk of non-recovery for storm damage restoration 

20 costs will remain with customers because if a catastrophic storm or storms strike 

21 TECO's service territory, customers will be surcharged to allow TECO to recover 

22 restoration in excess of the storm reserve balance. 

23 Q 

24 

IS AN INCREASE IN THE RESERVE NECESSARY TO MAINTAIN THE 

STATUS QUO? 
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1 A No. The current reserve balance is sufficient to cover all Category 1 hurricanes, 

2 as well as all but the most severe Category 2 hurricanes. In fact, at the EAD 

3 chargeable to the reserve each year, the reserve balance is sufficient to provide 

4 coverage for almost three years. Thus, it is not necessary to increase the current 

5 target level, and in fact, it would be sufficient for some years even if the accruals 

6 were stopped. 

7 Q WHAT WOULD BE THE IMPACT ON THE STORM RESERVE IF ACCRUALS 

8 WERE STOPPED ENTIRELY? 

9 A Over time, the level of the reserve will decline. However, absent a direct strike in 

10 the most populated portion of TECO's service territory, the current reserve 

11 balance may be sufficient to cover the EAD funded from the reserve for a number 

12 of years. If losses remain at the levels experienced over the 2005-2012 period, 

13 the current reserve is more than capable of supporting storm recovery for several 

14 years, without any further customer contributions. 

15 Q SHOULD THE COMPANY REVISE ITS STORM RESERVE ANALYSIS IN THE 

16 NEXT RATE CASE? 

17 A 

18 

19 

20 

21 

22 

23 

24 

Yes. Since the present analysis addresses all manner and strength of storms up 

to and including the most severe and damaging storms and excludes any 

benefits of the storm hardening program, the Commission should require that any 

subsequent study consider alternative levels of storm damage. Any subsequent 

study should evaluate the reserve performance taking into account only Category 

1 (and potentially Category 2) storms. This approach gives recognition to the 

framework for addressing storm restoration costs - which recognizes that the 

annual accrual and reserve balance are not intended to cover the most 
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12 Q 

• 13 A 

• 

destructive storms. A future analysis should also expressly consider in detail 

how storm hardening efforts have reduced the risk of damage from hurricane or 

tropical storm events and the need to accrue monies for storm reserves. 

PLEASE SUMMARIZE YOUR RECOMMENDATION. 

The storm reserve target should not be increased. The current reserve balance is 

sufficient to provide for coverage of the EAD funding from the reserve and also 

provides coverage for all Category 1 storms. Thus, TECO should stop accruing 

to the storm reserve. A revised study should be submitted when TECO next files 

a rate case or seeks to re-institute the storm reserve accrual and collection that 

shows what an appropriate reserve target is assuming 

(Category 1 and 2) storms instead of a// levels of storms. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes . 

61 

J.POLLOCK 
INCORPORATED 

coverage of most 



• 

Q 

2 A 

3 

4 Q 

5 A 

6 Q 

7 A 

8 

• 
9 

10 

11 

12 

13 

14 

15 

16 

17 

1 8  

19 

20 

21 

• 

APPENDIX A 

Qualifications of Jeffry Pollock 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

Jeffry Pollock. My business mailing address is 12647 Olive Blvd., Suite 585, St. 

Louis, Missouri 63141. 

WHAT IS YOUR OCCUPATION AND BY WHOM ARE YOU EMPLOYED? 

I am an energy advisor and President of J. Pollock, Incorporated. 

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE. 

I have a Bachelor of Science Degree in Electrical Engineering and a Masters in 

Business Administration from Washington University. I have also completed a 

Utility Finance and Accounting course . 

Upon graduation in June 1975, I joined Drazen-Brubaker & Associates, 

Inc. (DBA). DBA was incorporated in 1972 assuming the utility rate and 

economic consulting activities of Drazen Associates, Inc., active since 1937. 

From April 1995 to November 2004, I was a managing principal at Brubaker & 

Associates (BAI). 

During my tenure at both DBA and BAI ,  I have been engaged in a wide 

range of consulting assignments including energy and regulatory matters in both 

the United States and several Canadian provinces. This includes preparing 

financial and economic studies of investor-owned, cooperative and municipal 

utilities on revenue requirements, cost of service and rate design, and conducting 

site evaluation. Recent engagements have included advising clients on electric 

restructuring issues, assisting clients to procure and manage electricity in both 
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15 A 

16 

17 

18 

19 
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competitive and regulated markets, developing and issuing requests for 

proposals (RFPs), evaluating RFP responses and contract negotiation. I was 

also responsible for developing and presenting seminars on electricity issues. 

I have worked on various projects in over 20 states and several Canadian 

provinces, and have testified before the Federal Energy Regulatory Commission 

and the state regulatory commissions of Alabama, Arizona, Colorado, Delaware, 

Florida, Georgia, Illinois, Indiana, Iowa, Kansas, Louisiana, Minnesota, 

Mississippi, Missouri, Montana, New Jersey, New Mexico, Ohio, Pennsylvania, 

Texas, Virginia, Washington, and Wyoming. I have also appeared before the 

City of Austin Electric Utility Commission, the Board of Public Utilities of Kansas 

City, Kansas, the Bonneville Power Administration, Travis County (Texas) District 

Court, and the U.S. Federal District Court. A partial list of my appearances is 

provided in Appendix B. 

PLEASE DESCRIBE J. POLLOCK, INCORPORATED. 

J.Pollock assists clients to procure and manage energy in both regulated and 

competitive markets. The J.Pollock team also advises clients on energy and 

regulatory issues. Our clients include commercial, industrial and institutional 

energy consumers. J.Pollock is a registered Class I aggregator in the State of 

Texas . 
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APPENDIXC 

Flaws with TECO's Application of Capital Substitution Theory 

TECO is proposing to allocate over 50% of production plant costs on an 

energy basis on the theory that the "extra" investment is associated with certain 

types of generation (i.e., units that are operated as base load and/or load 

following) provides fuel cost savings. Since fuel costs are typically allocated on 

an energy (or kWh) basis, the assumption is that this investment is also driven by 

kWh sales. This theory is referred to as "Capital Substitution" (or CAPSUB). 

TECO's application of CAPSUB overlooks four realities: 

• The need for new capacity is driven by both projected peak 
demands and reserve requirements to ensure that electricity is 
reliable. Using 12CP to allocate the portion of production plant 
that TECO considers demand-related does not recognize the 
peak demands that drive capacity needs: See Exhibits _ 

(JP-4) and _ (JP-5). 

• Fuel savings is not a cost driver. All new plants save fuel 
costs because of improvements in generation technology, not 
because they are more capital intensive. Although the choice 
of plant technology is determined by economics, the objective 
is to provide reliable service at the lowest overall cost and not 
solely to lower fuel costs. 

• Combined cycle gas turbines (CCGTs) have become the 
technology of choice not because they have lower fuel costs 
but because they can provide flexible load following 
capabilities needed to balance loads and resources in real 
time and meet operating reserve requirements. 

• An energy allocation assumes all hours are critical to the 
choice of generation. However, not all production from a 
specific plant determines the type of capacity to install. Thus, 
allocating investment to all hours is contrary to cost 
causation. 
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How 12CP-50%AD is Contrary to Cost Causation 

The following simplified example demonstrates how TECO's energy allocation is 

contrary to cost causation. Let's suppose two drivers are required to rent cars 

from a fleet that contains only two types of cars, "Car P" and "Car 8": 

Fixed Charge 

Mileage Charge 80¢ 20¢ 

Car 8 has a high fixed charge and gets high mileage (like a base load plant), 

while Car P has a low fixed charge but gets poor mileage (like a peaker). The 

graph below shows total cost of both cars over a range of miles driven. 

$4.500 

$4.000 

$3.500 

$3,000 

'lii $2,500 
0 

(.) 

� $2,000 
1-

$1,500 

$1,000 

$500 

$0 
0 

-CarP 

- CarS 

500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500 5,000 
Miles Driven 

The total cost is also calculated in the table below. As can be seen, the break-

even point between Car P and Car 8 is 1,000 miles. 
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Miles Best 

Driven 

0 

500 $600 

1,000 $1,000 

1,500 $1,400 

2,000 $1,800 

2,500 $2,200 

3,000 $2,600 

3,500 $3,000 

4,000 $3,400 

4,500 $3,800 

5,000 $4,200 

That is, the higher mileage Car B has a lower total cost per mile than Car P if it 

operated more than 1,000 miles. If one customer needed to drive 1,500 miles 

and a second customer needed to drive a car 4,500 miles, both customers would 

choose to drive Car B. In other words, the decision to drive Car B was based on 

whether the car would be driven 1 ,000 miles. It didn't matter that it would be 

driven more than 1,000 miles. 

The same break-even construct applies to electric utilities. For example, 

assuming the break-even point between Base Load and Peaking capacity is 

1 ,000 hours per year, it doesn't matter whether the Base Load plant will operate 

5,000 hours, 6,000 hours, or 8,000 hours per year. Thus, load duration can 

affect the decision of whether to install Base Load or Peaking capacity. 

However, once the decision is made, duration beyond the break-even point is 

irrelevant. 

TECO's allocation proposal ignores this fundamental planning construct 

because investment would be allocated to all kWh usage. This is at odds with 

CAPSUB because the extra investment in base load generation can be justified 

76 

J.POLLOCK 

INCORPORATED 



• 
2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

• 

• 

by load duration up to the economic break-even point between Base Load and 

Peaking capacity. That is, once a utility decides that additional production 

capacity is needed to meet peak demand, if that new capacity is expected to run 

only a limited number of hours, total costs are minimized by the choice of a 

peaker. On the other hand, if it is projected that a unit will run for a sufficient 

number of hours, then a load following or base load unit will be more economical. 

Therefore, annual energy usage does not cause plant investment. 

However, load duration up to the break-even point may influence plant 

investment decisions. Beyond the break-even point, energy utilization is 

no longer a factor in the decision to select base load capacity or peaking 

capacity. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition for Rate Increase by 
Tampa Electric Company 

DOCKET NO. 130040-EI 
Filed: July 15, 2013 

AFFIDAVIT OF JEFFRY POLLOCK 

State of Missouri ) 
) ss 

County of St. Louis ) 

Jeffry Pollock, being first duly sworn, on his oath states: 

·-

1. My name is Jeffry Pollock. I am President of J. Pollock, lncorpora1ed, 
12647 Olive Blvd., Suite 585, St. Louis, Missouri 63141. We have been retained by 
Florida Industrial Power Users Group to testify in this proceeding on its behalf; 

2. Attached hereto and made a part hereof for all purposes is my Direct 
Testimony and Exhibits, which have been prepared in written form for introduction into 
evidence in Florida Public Service Commission Docket No. 130040-EI; and, 

3. I hereby swear and affirm that the answers contained in my testimony and 
the information in my exhibits are true and correct. 

Subscribed and sworn to before me this .a_ day of July, 2013. 
�'7 

/ /_...// 

�/ 
/' 

My Commission expires on April25, 2015 . 
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TAMPA ELECTRIC COMPANY 

Docket No. 130040-EI 
GSD-IS Class Characteristics 

Exhibit _(JP-1) 
Page 1 of 2 

GSD and IS Class Load, Usage and Service Characteristics 
Projected Test Year Ending December 31, 2014 

Line Descrietion GSD IS 

(1) (2) 

Size 

1 Energy (kWh/Customer/Month) 45,674 1,684,336 

2 Billing Demand (kW/Customer/Month) 119 6,672 

Percent of Sales 

3 Secondary 84% 0% 

4 Sub-Transmission 0.1% 72% 

Load Factor 

5 12CP 70% 110% 

6 Winter CP 80% 105% 

7 Summer CP 62% 132% 

8 NCP 61% 67% 

9 Billing Demand 52% 35% 

Coincidence Factor 

10 12CP to NCP 87% 61% 

11 12CP to Billing Demand 75% 32% 
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Docket No. 130040-EI 
GSD-IS Class Characteristics 

Exhibit _(JP-1) 
Page 2 of 2 

TAMPA ELECTRIC COMPANY 

GSD and IS Class Load, Usage and Service Characteristics 

Projected Test Year Ending December 31. 2014 

GSD IS 
Description Seconda!l Prima!l Sub Trans Prima!l Sub Trans 

(1) (2) (3) (4) (5) 

Size 

Energy (kWh/Customer/Month) 38,481 788,811 94,249 690,142 3,743,737 

Billing Demand (kW/Customer/Month) 103 1,689 2,658 1,735 16,898 

Percent of Sales 

Billing Demand 85.5% 13.5% 1.0% 17.5% 82.5% 

Energy 83.7% 16.2% 0.1% 28.0% 72.0% 

Load Factor 

12CP 68% 81% 425% 121% 106% 

Billing Demand 51% 64% 5% 54% 30% 

Coincidence Factor 

12CP to Billing Demand 75% 79% 1% 45% 29% 
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Docket No. 130040-EI 
Cost Allocation 

Exhibit _(JP-2) 

TAMPA ELECTRIC COMPANY 

Cost Allocation Using The 12CP-50%AD Method 

300 400 500 600 

Monthly Coincident Peaks (CP) 

Load Duration up to the 
Breakeven Point 

Breakeven Point 

700 800 900 

Hours 
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TAMPA ELECTRIC COMPANY 

Operating Hours of TECO's Peaker Units 

Line Plant 

Bayside 

2 

3 

4 
Polk 

5 

6 

7 

8 
Big Bend 

9 

10 Average 

Source: SNL Financial 

Unit 

3 

4 

5 

6 

2 

3 

4 

5 

4 

2010 2011 2012 

(1) (2) (3) 

1,644 482 504 

1,501 553 517 

1,299 565 537 

1,184 331 522 

280 525 849 

228 1,003 1,047 

228 1,386 1,079 

531 1,441 1,139 

1,170 255 326 

896 727 724 

84 

Docket No. 130040-EI 
Operating Hours 
Exibit _(JP-3) 

Averase 

(4) 

877 

857 

800 

679 

551 

759 

898 

1,037 

584 
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2008 

TAMPA ELECTRIC COMPANY 
Analysis of Monthly System Peak Demands 

As a Percentage of the Annual System Peak 

for the Years 2008-2012 and Test Year 

2009 

J F M A M J J A S 0 N D J F M A M J J A S 0 N D 

2011 2012 

J F M A M J J A S 0 N D J F M A M J J A S 0 N D 

Docket No. 130040-EI 
TECO Load Analysis 

Exhibit_(JP-4) 
Page 1 of 2 

2010 

J F M A M J J A S 0 N D 

Test Year 

J F M A M J J A S 0 N D 

I Annual System Peak Peak Months 

Source: TECO's Response to FIPUG's First Request for PODs No. 4 
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Line Year 

1 2008 

2 2009 

3 2010 

4 2011 

5 2012 

6 2013 

7 Test Year 

8 2008 

9 2009 

10 2010 

11 2011 

12 2012 

13 Average (Actual) 

14 2013 

15 Test Year 

TAMPA ELECTRIC COMPANY 

Analysis of System Peak Load Characteristics 

2008-2012 (Actual) and Test Year 

Average 
Peak Minimum Average Summer 

Demand Demand Demand Demand 

(1) (2) (3) (4) 

Peak Demand (MW) 

3,952 2,829 3,452 3,887 

4,080 2,795 3,548 3,832 

4,512 2,869 3,628 3,860 

3,931 2,455 3,332 3,802 

3,892 2,500 3,359 3,774 

3,970 2,917 3,464 3,786 

3,999 2,948 3,494 3,820 

Ratio Analysis 
AvgSummer Avg Summer 

Minimum to Average to o/o More Than Peak to Peak 
Annual Peak Annual Peak Ava Non-Sum Demand 

72% 87% 20% 98% 

69% 87% 13% 94% 

64% 80% 10% 86% 

62% 85% 23% 97% 

64% 86% 20% 97% 

66% 85% 17% 94% 

73% 87% 15% 96% 

74% 87% 15% 95% 

Source: TECO's Response to FIPUG's First Request for PODs No. 4 
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TECO Load Analysis 

Exhibit _(JP-4) 
Page 2 of 2 

Average Winter 
Non-summer Peak 

Demand Demand 

(5) (6) 

3,235 3,709 

3,406 4,080 

3,512 4,512 

3,098 3,812 

3,151 3,517 

3,303 3,970 

3,331 3,999 

Avg Non-Sum 
Peak to Peak Annual load 

Demand Factor 

82% 60% 

83% 57% 

78% 53% 

79% 57% 

81% 56% 

81% 57% 

83% 55% 

83% 55% 
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Line Year 

1 2008 

2 2009 

3 2010 

4 2011 

• 
5 2012 

6 2013 

7 2014 

• 

TAMPA ELECTRIC COMPANY 

Reserve Margins as 
a Percent of Firm Peak Demand 

Average Average 
Peak Non-Peak 

Data Months Months 

(1) (2) 

Actual 46% 63% 

Actual 40% 66% 

Actual 40% 55% 

Actual 53% 72% 

Actual 45% 63% 

Projected 38% 63% 

Test Year 37% 62% 
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Reserve Margin 

Exhibit _(JP-5) 

Difference of 
Non-Peak to 

Peak 
Margins 

(3) 

18% 

27% 

16% 

19% 

18% 

25% 

25% 
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CHAPfER6 

CLASSIFICATION AND ALLOCATION OF 
DISTRIBUTION PLANT 

Docket No. 130040-EI 
NARUC Excerpt 
Exhibit_ (JP-6) 
Page 1 of 10 

Distributi011 plant equipment reduces hiah-voltaae eneraY &om the trasmillion 
I)'Stem to lower voltaaes, ddi� it to tiM: c:ustomer alllCIIliton the unoma of eneraY 
used by the customer. 

Distribution facilities provide l!efYice Ill two vollaJe k:vela: pimary and IOOal­
cllty. Primary voltaaa exist between the aubstation power trulsfonner and amaller 1iDe 
transformers at the customer '1 pointl of terVice. The8e voltap8 ·VIII)' &om syttem to 1)'1-
tem and usually nnse between 480 voltl to 35 JCv. In the 1ut few yeus, advmce� iD 
equipment and cable technolOI)' have permitted the u.e of hlp primary dillrlbution 
voltaaa. Primary voltasa are reduced to mare usable leCOildar)r voltaaa b)' amaller 
line tDDifonners installed at customer loc:atl0111 akma the primary diltributi011 circuit. 
However, 110111e Jarae iDdUitrial custamen may cbcae to iDitall their own line traDsform­
ers and tab service at pri!rwy voltaaa beca111e of their Jarae elec=trical requirements. 

In some easel, the utility may oboale to iDitaU a transfcxmer for the exclulive Ule 
of alinsle commercial or industrial customer. On the ether hand. iD lerVice ueu with 
high customer density, IUCh u houlin& tracts. a liDe traDiformer will be iDstalled to aerve 
many customers. In this case, leCOildar)r voltap lines nm &om pole-to-pole or from 
bandhole-to-handhole. and each customer il served by a drop tapped off the leCOildar)r 
line leading directly to the customer's premile. 

L COST ACCOUNTING lOR DISTRIBtmON PLANT AND 
EXPENSES 

T be Federal Ener&Y Replatmy Commiaion (FERC) Unifcxm Syatem of 
Accountl requires 8epll'&te account1 for diltribution investment and expen��e�. 
Diltribution plant accounts are I1IDIIIWized and clusif'aed ill Table 6-1. Diltribution 
expense .a:ounts are IUI1UIWized and claaifaed in Table 6-2. Some utilitiel may 
choole to establilh subaccountl for more detailed cast reportiDs . 
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TABLE6-I 

CLASSIFICATION OF DISTRIBUTION P� 

FERC Uaif'orm 
System or DemaDd 

AccouatsNo. Detcriotloa Related 

Distribution Plat 2 
360 Lind & Land Riaht8 X 

361 Structurs & 1m X 

362 Station- ·• X 

363 Stonae Battmy- X 

364 Po� Towas. & Pimnl X 

365 Overhad Conducton & Devices X 

366 u �. �Conduit X 

367 u ·  .3 Conductors & Devices X 

368 Line Transformas X 

369 Service� -

370 Metas -

371 lnstaUationa on Caltomer � -

372 Leued- ·J on C1lltomer Premi8el -

373 Street LigJ!tin_a &t Sianal .. _ 

I -

Docket No. 130040-EI 
NARUC Excerpt 
Exhibit_ (JP-6) 
Page 2 of 10 

Cutamer 
Related 

X 

X 

-

-

X 

X 

X 

X 

X 

X 

X 

X 

X 

-

1AIIl....-••eJdaliw_.. ._.. .. _..... dDedy ll)tiiiCUifllwca..•lllllt'wldch 
aduliwly-IIIChfldlitia .............. .. ..... ciiJIIfitd totbllllpiCIM -......-. 

2n........_.._,......._IIIIY_,....._,.,. Allallyfllthl .... aaia ..... 
ndiDd _....._.......,._..llw:luld ..... IDdl' . .... .. . 1161......- ._,_ .. ....._. 
..... _. ............. 
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TABLE6-2 

CLASSMCATION OF DISTRIBUTION EXPENSES1 

FERC Ualf'orm 
Syltem or Demaad 

ACCOUDts No. Deseri_ptioa Related 

-
'on

2 

580 ! Operation Supervision & Engineerin� X 

581 LoadD" -"- X 

582 StatiOD"- X 

583 Overhead Line Ex X 

584 Und -" lJne -- X 

585 Street Li&htint: & Signal SYIIem .. _ 
1 -

586 Meter - -

587 Customer IDitaJJation .. -

588 Miscellaneous Distribution& X 

589 Rents X 

Maintenance 2 

590 Maintenance s .. _. .. ;.;,.,.. & En .:. ..1 •• ., X 

591 Maintenance of Stmcture� X 

592 Maintenance of Station Eauipment X 

593 Maintelwlce of Overhead Lines X 

594 MainteDance of I"- -" -"Lines X 

595 MainteDance oflJDe TrusfOJmers X 

596 Maint. of Street Lit:htina & Sipal S I -

597 Mainte!llllOe of Meters -

598 Maint. of MiarceDaneoul Diltribation Plants X 

Docket No. 130040-EI 
NARUC Excerpt 
Exhibit_ (JP-6) 
Page 3 of 10 

Customer 
Related 

X 
-

-

X 

X -

-

X 

X 

X 

X 

X 

X 
-

X 

X 

X 
-

X 

X 

1Direct � ar •adallw _. CIGIIIm -lpwd clftc:tlJ to 1bB CUiflaiMr dul ar � 
whichaduliwly-suchfacilitill. 'lhllllllllnilta .... m dlmciiDifiediiD IIIIIWjiKiheCIDit ..,_ 
....... 

� lllllaWIII betwecndullficalicn lillY wry�· AIIUdy ����� mlninun blllftllpt 
methDd ar other appvpriare mtthodl lhaulcl be made liD detmnine 1111 aJa1ic1111bip1 between 1111 dllnand 
and eulklmrl'ca..-. 

• 
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Docket No. 130040-EI 
NARUC Excerpt 
Exhibit_ (JP-6) 
Page 4 of 10 

To ensure that 00111 me properly allocated, the analyst must rnt cJusify ucb .:­
count • demand-related. custamer-Jelated, or a combination of both. The cJassificatian 
depends upon the analyst's evaluation of how the COlli in tbele accounts were iDcuJred. 
In makiDa this determinati011, IUppCIItina data may be men important than theoretical 
considerations. 

Allocating COlts to the appropriate poupa in a COil study requires alpeCia) analy­
lil of the Datw'e of distribution phmt ad upente1 'lbi8 will ensure that COlts aze M­

si&ned to the conect functional JI'OUPI for clusif"acation and allocatiaa. � indicated In 
Chapter 4, all casts of service can be identified • enell)'-related, demand-relatecl, or cus­
tomer�related. Becau.e there il DO eDerJY ccmpaneat of clillributiaD-Ielated cc.ts, we 
Deed ccDider only the demand and custcmer oampanent.L 

To recopize voltage level ad use of facilitiel in the famc:tionalization of diltribu­
tion c:csts, distribUtion line COlli JDust be separated iDio overhead and underpound, ad 
primary and aeoondaly voltage cla.ificatiaal. A typic:al functionalization and cMific:a­
tion of distributiall plant would appear • foUowt: 

Substations: Demand 
Distn"bution: Overhead� 

Demllld 
Castcmer 

Overhead� 
Demand 
Cultcmer 

�Primal)' 
Cullomer 

�Secaadary 
Cultcmer 

LiDe TIUI(a11w 
DemiDd 
Cultamer 

Service�: Overhead 
Demand 
Castcmer 

u� 
Culkmer 

Meters: Cultcmer 
Street LiJhtina: Customer 
Customer Accouutin&: Cultamer 
Sales: Customer 

., 
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Docket No. 130040-EI 
NARUC Excerpt 
Exhibit_ (JP-6) 
Page 5 of 10 

From this breakdown it can be lee1l that each distribution account m111t be ana­

lyzed befcn it can be usiped to the appropriate functional cateaory. Allo, thele ac­
counts mU$l be clulif"aed u demand-related. CUilomer-related, or both. Some utilitiea 
usip distribuUon to CUStomer-related expeDML Variations in the demaDdl of various 
customer poups are u.d to develop the weiptina factorS for allocatin& CDits to the ap­
propriate poup. 

D. DEMAND AND CUSTOMER CLASSMCATIONS OF 
DISTRIBUTION PLANT ACCOUNTS 

When the utility iDstalls distribution plant to provide lei'Vice to a CUStomer and 
to meet the individual customer'• pale demand requirements, the utility m111t clusify 
distn"bution plant data aeparately into demamd- aDd c111tomer·related C08ts. 

Classifying distribution plant as a demand cast assips illvatment of that plant to 
a customer or group of CUilomen based upon its caatribution to some total pale load. 
The reason Is that C08ts are incuned to .ave area load, rather than a specifac number of 
customers. 

Distribution substations CDits (which include Accounts 360 ·Land and Land 
Ripts, 361 - StructUJSand Improvements, and 362 ·Station Equipment), are normally 
classified as demand-related. This clusification il adopted because subltatian�are nor­
mally built to �erVe a particular load and their lize is nat affected by the number of cus­
tomen to be -.rved. 

Distn'bution plant Accounts 364 throuah 370 involve demand aDd customer COlli. 
The customer component of distributi� facilities is that portion of CDits which varies 
with the number of �ers. Thus, the number of polel, conductors, transformers, serv­
icea, and meters are directly related to the number of customers an the utility'• system. 
As lhown in Table 6-1, each primary plant account can be lepBI'ately clllllifaed into a de­
mand IIDd CUilomer component. Two methods are .eel to determine the demand aDd cus­

tomer ocmponent1 of diltribution facilities. They ue, the minimum-8ize..of-facUi.t;iel 
method, and the minimum-� CGit (zero.iDten:ept or paaitive-� CGit, • ap­
plicable) of facilities. 

A. The Mlnimgm-Sir.c Method 

C lusifyin& disln'bution plant with the minimum�ize method ...... that a 

minimum 8ize diltn'bution � can be built to lei'Ve the minimum bdina 
requirements of the c111tcmer. The minimum-size method involves determinin& the 
minimum size pole, conductor, cable, transformer, and service that is cunently installed 
by the utility. Normally, the averaae book CGit for each piece of equipment determine� 
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the price of all installed units. Once determiDed for each primary plant account, the 
minimmn aize distribution 8Y*m il cJ..ified a CUitcmer-related COlts. The 
demand-related C08t8 for each 8CCOUDt are _.. difference between the toCa1 inYe81ment in 
the account ad customer-related CDit8. Camp•ativ. 8tUdie8 between the minimmn .. ize 
and ocher method81how that it aenaaJ.Jy poduce8. Jarpr Cllltomer CDIIlpOIIeftt than the 
zero.iDtercept method (to be dilcullecl). The foUowiJl& deacribea the methodoloaiel for 
detenninina the minimmn aize for distribution plud Accounta ·364, 365, 366, 367, 368, 
IDd 369. 

1. Acc:owat 36t ·Poles, Towers, ud Ji'lxtuNI 

0 Determine the avaap illltaDed book 0011 of the minimum heiaJat pole 
currently beiDa Installed. 

O Multiply the averaae book CCII by the ftUiftber of pot. to fmd the cus­

tomer component. Balance of plant account is the demand component. 

2. Aceouat 365- Overbead Collduc:ton ud Dmces 

0 Determine minbnmn aize canductor cunently beina installed. 

0 Multiply ave:raae iDstalled book CCII per mile of minimlDD lize con­

ductor by the number of circuit mllea to determine the CUitcmer com­
ponent. IH'•nce of plant accoum il demand component. (Note: two 
oonducton in minimum aystem.) 

3. Ac:eauats 366 ud 347- Uaderp"OIIDd Coaduitl, Collducton, aad 
Dnices 

0 Determine minimmn aize cable eurrently bema installed, 

0 Muhiply averaae iDitalled book CCII per mile of minbnum size cable 
by the circuit miles to cletenniDe the CUilOmer component. BIJance of 
plant AocouDt 367 il demad ccmpaoeut. (Note: one cable with 
around lheath il minimum IIY*m-) Account 366 oonduit il .. ipecl, 
liuedaa ntio of cable """"""" 

0 Multiply averaae iDitalled book 0011 of minimum aize tralllfonner by 
llUIIIber of tranlformen in plud account to detenniDe the CUitomer 
oampcmem. Balance of plaDt aacaant il denumd ccmpaoem. 

•· Aeeouat 3a • Uae Traall'onaen 

0 Determine miDimum aize tranlfcxmer curreDtly beiDa iDitalled 

tl 
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0 Multiply avcraae installed book COlt of minimum size transformer by 
number of transformers in plant account to determine the customer 
compcment. 

5. ACCOUDt 38- Services 

0 Detennine minimum size and averaae JeDath of aervicel currently be­
ina inltalled. 

0 Estimate COlt of minimmn size RtVice and multiply by number of 
lei'Vices tO aet customer compcmcat. 

0 If overhead and UDderpound aervicel ue booked aeparately, they 
8hould be handled separately. Moat companis do nat book llerVice by 
size. This requires an enaineerina estimate of the COil of the miDi­
mum size, averaae lenath lei'Vice. Tbe raultant estimate il usually 
hiper than the. averqe book COlt. In additicm, the eltimate should be 
adjusted for the averaae •ae of lei'Vice. usma • trend factor. 

B. lbc Mlnjmum-lntcrccpt MctbocJ 

The minimum-intercept method leeks to identify that pcxticm of plant related to 

a hypothetical no-� or zero-intercept situation. Thil requires considerably more data 
and calculation than the minim'tiiiHizc method. In lllOil iutances, it is more accurate, 
althouah the differences may be relatively small. The technique is to relate inalled cast 
to current carryina capacity or demand ratiJl&, create a curve for various sizes of the 
equipment involved, USina repeaiOD techniques, and extend the curve to a no-bd 
intercept. The cost related to the zero-intercept is the customer component. The 
foUowina describe. the methodoloaies for detenninina the minimum iDte:rcept for 
distribution-plant Accounts 364, 365, 366, 367, and 368. 

1. Aceoullt 364- Poles, Towers, ud Ji'btures 

0 Detennine the number, investmem, and averqe iDital1ecl book cat of 
distributiOD poles by heiJht and clas of pole. (EKclude ltubl far py­
ina-) 

o Determine minimum intercept of pole cast by creatma a repllion 
equation, relatina clasaea and heights of polea, and usina the Class 7 
COlt intercept far each pole of equal heipt weipted by the nmnber of 
pol• in eaCh heiaht c:ateaory. 

0 Muhiply miDimmn intercept cost by total number of distribution poles 
to aet customer component. 
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0 Balance of poJe invatment il .. iped to dem.lnd component. 

0 TotaJ .ccount dollus .re ..tped baed em ratio of pole iDYeltment. 
(Transformer platfonns in Accounl364 are all demlnd-related. They 
should be removed before detenniDiDa the account ratio of customer­
and demand-related CCIII, and then the)' should be added to the de­
mand pcxticlll of Accounl364.) 

2. Account 365- Overhead Conductors aad Devices 

0 If accounts are divided between primal)' ad 8eCODdaly vollaaa, de­
velop a customer oampaneDt � for each. Tbe tdal invat­
ment il � to primary and teCODdar;y; then the CU8tamer 
campcm.eut • developed far lilch. Since ccmducton &enerall)' are of 
IUD)' types and 1izel, �elect tlae lizel and types which repreaent the 
bulk of the inveatment iD this account, if appopriate. 

0 When developina the CUitamer campanent, COIIIider onl)' the invell­
ment in canduc:tan, and DOt lUCia devica • circuit brealcen, inlula­
tcn, IWilcha, etc. The iDYeltmeDt in theae devices will be .. iped 
later between the CUitamer and clernuuf camponent, bued em the con­

ductor .. ipment. 

- Detenn� the feet, iDVIItment, and averaae installed book 
cast per foot far cliltributiCil oaaductcxs b)' lize and t,pe. 

- DetenniDe minimmn bde:rcept of ccmductor cat per foot 111inJ 
cat per foot b)' lize and t,pe of conductor weipted b)' feet or 
investment ill each cafeJCXY, and developin& a COil far the utll­
it)''l miDimUQllize oanductar. 

• Multipl)' minimmn intercept COil b)' the total number of circuit 
feet timel2. (Nole that cilcuit feet, not conductor feet, are 
used to aet CUilomer component.) 

- Balanoe of canduc:lar inveltmeDt illlliped to demand. 

- Teul primar)' ar eeeav'ar;y don. in the acwount� iDcludin& 
devlcel, are lllipecl to CUilamer and demand components 
baled Cll conductar inveltmeDt ntio. 

3. Accout1366 aDd 3ft!· u� CoDdults, Coaducton, ud 
Devices 

0 The CUitomer demand component ratio ia developed far conducton 
and applied to conduitll. Under&rouDd canduetaa are pnerall)' 
booked b)' t,pe and lize of caoductor far both c:1DHlODductor (1/c) ca­
ble ad tJuee.oaaductar {3/c) cablel. If conducton-. boobd b)' 
voltap, u between primar)' and lleCODdar)', a CUitamer campaoent il 
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developed for each. If network ad URD inve8tments are apepted, 
a customer c:ompaneDt must be developed for each. 

0 The conductor sizes 8Dd types for the customer camponent derivation 
are restricted to 1/c cable. Since there are geuenlly many types and 
1iza of 1/c cable. �elect those sizes ad types which repre8eDt the bulk 
of the investment, when appropriate. 

- Detennine the feet, investment, ad average inst•Jied book 
cast per foot forl/c cables by lize ad type of cable. 

- Determine minimum intercept of cable cast per foat �cast 
per foot by size ad type of cable weighted by feet of inveat­
ment in each category. 

• Muhiply minimum intercept COil by the total number of circuit 
feet (1/c cable with sheath il considered a circuit) to get cua­
tomer component. 

- Balance of cable investment is usiped to demand. 

- Total dollars in Accounts 366 ad 367 are .. igned to customer 
ad demaDd components based on conductor investment ratio. 

4. Accowlt 368 • Uae T....rormers 

0 The line transformer account coven all1izes and voJtaae. for single­
and three-phase tranlfarmers. Only •iD&le-phue me. up to and in­
cluding 50 KVA lhould be Uled in developing the customer com� 
nentL 'Where mare� one primary distribution voltage il Uled, it 
may be appropriate to use the tranlformer price from one or two pre­
dominant, .elected voltages. 

- Determine the number, inveatment, ad average mailed book 
cast per transfcxmer by size and type (voltage). 

• Determine :roero intercept of transfonner cast using COlt per 
tlaDsfonner by type, wei&htecJ by number for each ClteJory. 

• Multiply :roero intercept COlt by total number of line tralllfonn­
ezs to get custamer campanent. 

- Balance of transformer investment iiiSiped to demand com­
ponent. 

- Total dollars in tbe account me Uliped to CUitomer ad de­
mand components based on transformer investment ratio from 
customer and demand components . 
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C. The Minlmum=Spcm n. Mjnlmum-lntcmpt Appmacb 

When llelectillaa method to cJaaify dilbibutian 001t1 into deniiDd and 
customer casts, the analyst mUll can�ida' �everal facton. The minimum-intercept 
method can sometimes produce .aatistically 'LDU'eliable reaults. The utcmion of the 
repasion equation beyond the boundariel of the data DCIIIDally will intercept theY uis 
at a pasitive value. In tome cuea, becauae of iDccrrect aocauntina data ar aome other 
abnormality in the data, the repssion equation wm llltercept the y uil at • neptive 
value. When this happens, a review of the accountin& data m'lllt be made. and suspect 
data deleted. 

The rsu1ts of the minimmn .. ize method can be blfluencecl by leveral fiCtcn. 
The analyst must cletennine the miniJilum size far each piece of equipment: •should the 
minimum aize be based upon the minimum size equipmeDt eurratly inltallect. hiltari­
cally installed, or the minimum aize neoerruy to meet safety requirements?• The man­
ner in which the minimum aize equipment ir �elected wiD directly affect the percartaae 
of coits that are classified u demand and CU8tomer caD. 

Celt anal)'lta dirapee an how much of the demand casta should be allocated to 
customers when the minimmn-aize distribution method il ured to cJusify distn"bution 
plant. When uaina thia distn"butian method, the analyst must be aware that the miDimmn­
aize distribution equipment baa a certain load-canyina capability, whioh can be Yiewed u 
• demand-related COil. 

When aDocatina distn"bution casta delenn� by the minimum-aize method, 
some COil analysts will ape that aome CUitanler cl•rnr can receive a diapropaltioaate 
share of demand COils. Their rationale Js that customera are allocated albare of distribu­
tion costs clallified u demand-related. Then tlae cuatomas receive aleCODd layer of 
demand COlts that have been mislabeled customer COlli beca111e the minimum«ze 
method wu aed to clusify tJae caD. 

Advocates of the minimmn-intercept method CCIIdad that this problem does DOl 
exist when •ina their method. The ,... ia that ·the Cllltcmer COil derived ficm the 
minimum-intercept method ir ba-a 1lpOil the aero-ta.d llltercept of tbe COil curve. Thus, 
the customer COil of. particular piece of equipneld bu 110 demand 0011 iD ll whatloever. 

D. Other Acmpnts 

The pecediJI& di8cuuion of the merits of minimlDD-cystem vasua the 
zero-intercept claaaificaticm acheme8 will affect the major dilltributicn-plaDI accounts for 
PERC Accounts 364 throup 368. Several other plant 'IC"CCImta remain to be claslfiecl. 
While the classification of the followina diltributian-plat aceounts ia an important ltep, 
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TAMPA ELECTRIC COMPANY 

Utilities that Classify a Portion of their Distribution Network Investment as Customer-Related 

FERC Account No. 

Line Utility Docket/Case No. 364 365 366 367 368 Total 

(1) (2) (3) (4) (5) (6) 

1 Alabama Power Company 18117 & 18416 100% 50% 100% 50% 28% 57% 

2 Ameren Missouri ER-2011-0028 22% 41% 68% 68% 57% 50% 

3 Central Hudson Gas & Electric Company 09-E-0588 70% 71% 77% 75% 53% 67% 

4 Georgia Power Company D-31958 74% 29% 7% 8% 15% 26% 

5 Gulf Power Company 110138-EI 65% 13% 4% 5% 25% 27% 

6 Minnesota Power D-E-015/GR-09-1151 35% 35% 26% 26% 22% 29% 

7 Mississippi Power Company N/A 50% 53% 46% 59% 51% 52% 

8 Niagara Mohawk 10-E-0050 50% 50% 54% 53% 0% 39% 

9 Northern States Power Company E002/GR-1 0-971 45% 45% 71% 71% 46% 61% 

10 Progress Energy Carolina E-2,Sub 537 A 56% 56% 0% 0% 30% 32% 

11 South Carolina Electric & Gas Company 2009-489-E 40% 40% 41% 41% 27% 37% 

12 Kentucky Utilities 2008-00251 79% 79% 79% 79% 48% 69% 

13 Louisville Gas and Electric Company 2008-00252 61% 61% 63% 63% 49% 59% 

14 Virginia Electric Power Company 07551-EL-AIR 45% 20% 17% 17% 10% 19% 

15 Wisconsin Public Service Corporation 6690-UR-119 49% 71% 0% 72% 64% 59% 
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Acct Acct Acct Acct Acct Acct Acct 
360 360 361 362 364 365 366 

Line Sub Structures Station Poles OH 367 
LINE DESCRIPTION FUNCTION TOTAL Land Land Equipment Conductors UG Lines 

(1) (2) (3) (4) (51 (6) (7) (8) (9) _11C!l_ (11) 

1 DI�TRI!&!TION PLANT 
2 SUBSTATIONS DIRECT OEM - - - -

3 SUBSTATIONS COMMON OEM 220 498 8,772 3,862 207,864 
4 SUBSTATIONS TOTAL 220,498 8,772 3,862 207,864 
5 
6 
7 POLES DIRECT (SL) CUST 23,228 23,228 
8 POLES PRIMARY OEM 78,138 78,138 
9 POLES PRIMARY (MDS) CUST 138,912 138,912 

10 POLES SECONDARY OEM 3,401 3,401 
11 POLES SECONDARY (MDS) CUST 6 046 6,046 
12 POLES TOTAL 249,726 249,726 
13 
14 OH LINES DIRECT (SL) CUST 5,804 5,804 
15 OH LINES PRIMARY OEM 177,357 177,357 
16 OH LINES PRIMARY (MDS) CUST 17,541 17,541 
17 OH LINES SECONDARY OEM 30,335 30,335 
18 OH LINES SECONDARY (MDS) CUST 3,000 3 000 
19 OH LINES TOTAL 234,037 234,037 
20 
21 UG LINES DIRECT CUST - -

22 UG LINES PRIMARY OEM 257,685 257,685 
23 UG LINES PRIMARY (MDS) CUST 25,485 25,485 
24 UG LINES SECONDARY DEM 112,959 112,959 
25 UG LINES SECONDARY (MDS) CUST 11,172 11 172 
26 UG LINES TOTAL 407,301 407,301 
27 
28 TRANSFORMERS DIRECT CUST -

29 TRANSFORMERS OEM 377,975 
30 TRANSFORMERS (MDS) CUST 119,360 
31 TRANSFORMERS TOTAL 497,335 
32 
33 SERVICES CUST 194,385 
34 METERS CUST 80,375 
35 INTERRUPTIBLE EQUIPMENT CUST 1,643 966 678 
36 STREET LIGHTING CUST 176,898 
37 
38 DISTRIBUTION PLANT OEM 1,258,348 - 8,772 3,862 207,864 81,539 207,692 370,644 
39 DISTRIBUTION PLANT CUST 803 851 - - - 966 168,187 27 023 36 657 
40 
41 DISTRIBUTION PLANT TOTAL 2 062 199 - 8 772 3,862 208 830 249 726 234 715 407 301 

42 CUSTOMER RELATED (ACCTS 364-368) TOTAL 350,550 168,187 26,345 36,657 

43 ACCTS. 364-368 TOTAL 1,388,399 249,726 234,037 407,301 

44 PERCENT CUSTOMER RELATED 25% 
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Acct. Acct Acct Acct 
369.01 369.02 370 373 

OH UG Meters Street 
Services Services Lighting 

(131 141 15 16 

78,858 115,527 
80,375 

176,898 

- - - -

78 858 115 527 80,375 176,898 

78 858 115 527 80,375 176 898 
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TAMPA ELECTRIC COMPANY 

Adjustment to Test Year Production Operation and Maintenance Expense 

For Abnormal Planned Outage Expenses 

Excluding Peaking Units 

Year Ended December 31. 2014 

Planned Outase Ex�ense Test Year Vs. Historical Test Year 
Test Average Period Averase Adjusted 

Unit Year 2008-2014 Amount Percent Adjustment Ex�ense 

(1) (2) (3) (4) (5) (6) 

Big Bend 1 $5,400,000 $1,521,222 $3,878,778 72% $0 $5,400,000 

Big Bend 2 $950,000 $1,635,232 ($685,232) -72% $0 $950,000 

Big Bend 3 $950,000 $2,084,174 ($1,134,174) -119% $0 $950,000 

Big Bend 4 $5,700,000 $1,937,926 $3,762,074 66% ($3,665, 178) $2,034,822 

Bayside 1 $600,000 $787,596 ($187,596) -31% $0 $600,000 

Bayside 2 $600,000 $1,323,031 ($723,031) -121% $0 $600,000 

Polk 1 $3,100,000 $3,563,571 ($463,571l -15% $0 $3,100,000 

Total $17,300,000 $12,852,752 $4,447,248 26% ($3, 665, 178) $13,634,822 

Florida Retail Allocation Factor 100.00% 

Adjustment ($3,665, 1781 

Source: TECO Response to FIPUG Interrogatory No. 37. 
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Percent 
Difference 

(7) 

255% 

-42% 

-54% 

5% 

-24% 
-55% 

-13% 
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TAMPA ELECTRIC COMPANY 

Historical Storm Damage Expense 

Year Ended December 31. 2014 

Year Storm 

(1) 

2000 No Charges 

2001 No Charges 

2002 No Charges 

2003 No Charges 

2004 Charley 

2004 Frances 

2004 Jeanne 

2004 Total 

2005 Charley 

2005 Frances 

2005 Jeanne 

2005 Storm Cost Adjustment 

2005 Total 

2006 Storm Cost Adjustment 

2007 Storm Cost Adjustment 

2008 Fay 

2009 No Charges 

2010 No Charges 

2011 Tornado Storm 

2012 Debby 

Annual Average 

Annual Average Excluding 2004 

Source: Response to FIPUG Interrogatory No. 35 
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Storm Recovery 
Expense 
{$000� 

(2) 

$0 

$0 

$0 

$0 

$14,017 

$25,102 

$32,846 

$71,965 

$372 

$1 

$2,139 

{$118� 

$2,394 

$220 

($12) 

$1,658 

$0 

$0 

$1,925 

$1,185 

$6,103 

$405 




