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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 1 

PREPARED REBUTTAL TESTIMONY 2 

OF 3 

NED ALLIS 4 

ON BEHALF OF TAMPA ELECTRIC COMPANY 5 

 6 

Q. Please state your name, address, occupation, and 7 

employer. 8 

 9 

A. My name is Ned Allis. My business address is 207 Senate 10 

Avenue, Camp Hill, PA 17011. I am Vice President of 11 

Gannett Fleming Valuation and Rate Consultants, LLC 12 

(“Gannett Fleming”).  13 

 14 

Q. On whose behalf are you submitting this testimony? 15 

 16 

A. I am submitting this rebuttal testimony before the Florida 17 

Public Service Commission (“Commission”) on behalf of 18 

Tampa Electric Company (“Tampa Electric” or the 19 

“company”). 20 

 21 

Q. Did you previously submit testimony in the proceeding? 22 

 23 

A. Yes. 24 

 25 
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Q. What is the purpose of your rebuttal testimony? 1 

 2 

A. The purpose of my testimony is to respond to the 3 

testimonies of the Office of Public Counsel (“OPC”) 4 

witness Lane Kollen and Federal Executive Agencies 5 

(“FEA”) witness Brian Andrews. Specifically, I will 6 

respond to the portions of their testimony related to 7 

depreciation. Other topics raised by either witness are 8 

addressed by other Tampa Electric witnesses in this case.  9 

 10 

Q. What do OPC’s witness Kollen and FEA’s witness Andrews 11 

propose? 12 

 13 

A. OPC’s witness Kollen proposes longer service lives for 14 

solar generation and energy storage assets. FEA’s witness 15 

Andrews proposes longer life spans for combined cycle 16 

plants, as well as changes to service life or net salvage 17 

estimates for several transmission and distribution plant 18 

accounts. 19 

 20 

Q. Do you agree with these proposals? 21 

 22 

A. No. For the reasons I discuss in this testimony, I 23 

disagree with the proposals of OPC’s witness Kollen and 24 

FEA’s witness Andrews. Generally, I find the proposals to 25 
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overstate service lives, understate net salvage, and fail 1 

to incorporate several important considerations that will 2 

impact the service lives of these assets. Additionally, 3 

based on my review of their recommendations, the 4 

depreciation rates recommended by each witness are not 5 

calculated correctly. Document No. 1 of my Rebuttal 6 

Exhibit NA-2 provides the depreciation rates for OPC’s 7 

witness Kollen’s proposals, which correct for the 8 

calculations provided by Mr. Kollen. Document Nos. 2 and 9 

3 of my rebuttal exhibit provide those for FEA, which 10 

incorporates changes to composite net salvage percentages 11 

that result from the longer life spans recommended by Mr. 12 

Andrews. 13 

 14 

I.  LIFE SPAN PROPERTY AND PRODUCTION PLANT  15 

Q. What is life span property? 16 

 17 

A. Life span property describes assets such as generating 18 

units for which the entire facility is expected to retire 19 

concurrently. Upon the final retirement of a power plant, 20 

typically all assets will be retired and no longer will 21 

provide service, regardless of their age. Additionally, 22 

assets are replaced or retired during the life span of 23 

the facility. These retirements are referred to as 24 

“interim retirements,” whereas the retirements that occur 25 



 

4 

upon the final retirement of the facility are referred to 1 

as “final retirements” or “terminal retirements.” 2 

 3 

 Both types of retirements, and their related net salvage, 4 

should be considered and estimated for life span property. 5 

I have described methods by which these estimates are 6 

made for life span property in more detail in my direct 7 

testimony. None of the parties challenge the approach and 8 

method used in the depreciation study for generating or 9 

energy storage facilities, although OPC proposes longer 10 

service lives for solar and energy storage and FEA 11 

proposes longer life spans for combined cycle plants and 12 

longer interim survivor curves. Mr. Kollen also proposes 13 

adjustments to the dismantlement accruals, which is also 14 

addressed by witness Jeff Kopp. 15 

 16 

A. Life Span Estimates 17 

Q. What have OPC and FEA proposed for the life spans of the 18 

company’s power plants? 19 

 20 

A. FEA proposes adjustments to the life spans for the 21 

company’s combined cycle facilities, generally extending 22 

the life spans from 35 years to 40 years. OPC proposes 23 

adjustments to the average service life for solar 24 

facilities, proposing a 35-year average service life 25 
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rather than the 30-year average service life in the 1 

depreciation study.1  Additionally, OPC proposes a longer 2 

life for energy storage equipment, which I also address 3 

in this section because its useful life will be impacted 4 

by similar factors that will eventually lead to 5 

retirement. 6 

 7 

Q. What is a life span estimate? 8 

 9 

A. A life span estimate is an estimate of the useful life of 10 

a large facility such as a power plant, for which all 11 

assets will be retired concurrently upon the final 12 

retirement of the facility. For life span property, 13 

described in more detail in my direct testimony, the life 14 

span of a facility is typically estimated with a probable 15 

retirement date, or economic recovery date, which 16 

represents the best estimate of the time by which the 17 

capital investments in the facility should be recovered. 18 

 19 

Q. For the assets at issue in this case – combined cycle 20 

plants, solar plants and energy storage – what factors 21 

cause the final retirement of a facility? 22 

 
1 The life span method was not used for solar or energy storage in the 
depreciation study, nor was it used by Mr. Andrews or Mr. Kollen for these 
assets.  Instead, a survivor curve is used for the group of assets in each 
function, which should incorporate both final and interim retirements since 
there is no estimated retirement date.  However, many of the considerations 
for estimating a life span of a generating facility also apply to solar and 
energy storage. 
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A. Generally, the retirement of an electric generating (or 1 

storage) facility is an economic decision. When 2 

replacement generation is available at a lower cost than 3 

continued operation of existing generation, it becomes 4 

more economical to replace the existing generating asset. 5 

There are often other benefits to replacement, such as 6 

lower emissions, fewer environmental risks, and better 7 

design for current or future operations. Importantly, 8 

experience shows that generating units can be and are 9 

replaced even when they could physically operate for a 10 

longer time because other considerations outweigh 11 

continued operation. 12 

 13 

 The economics of operation change over time, though not 14 

always evenly. When large capital components of a plant 15 

reach the end of their lives, the needed investments 16 

change the economics of continued operation and, as a 17 

result, life spans are often aligned with the useful lives 18 

of larger components (although this may be after, e.g., 19 

one large replacement project). Economics also change due 20 

to age as a larger percentage of components reach the end 21 

of their useful lives. 22 

 23 

 The economic competitiveness of new generation also 24 

changes over time. As new technologies emerge and become 25 
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cost competitive, it becomes more attractive to replace 1 

existing generation. This becomes more economical as 2 

existing generating facilities age and become more costly 3 

to operate. 4 

 5 

 Legislative and regulatory actions can also impact the 6 

life spans of generation. For example, environmental 7 

regulations can increase the cost of existing generation. 8 

Tax or other incentives can lower the cost of new 9 

technologies, thereby increasing their attractiveness as 10 

replacement technologies. 11 

 12 

 Other external factors can also impact life spans, such 13 

as changes in commodity prices for, e.g., coal and natural 14 

gas, changes in demand, and increases in needs for 15 

flexible generating units to follow renewable generation. 16 

 17 

Q. Are these factors also interrelated? 18 

 19 

A. Yes. Consider, for example, the retirements of coal-fired 20 

generation that have occurred over the past two decades. 21 

Environmental regulations impacted the cost of existing 22 

coal-fired generation, particularly for plants that 23 

needed to make large investments in scrubbers or other 24 

assets to meet emissions regulations. At the same time, 25 
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gas-fired generation became much less expensive, due both 1 

to improvements in efficiency and supply-driven declines 2 

in natural gas prices. Renewable generation also became 3 

more economical, which impacted not only new generation 4 

but also the operating profile of existing generating 5 

assets. As a result of these factors, many coal-fired 6 

generators were retired in the past ten years. 7 

 8 

Q. Have you considered these factors when estimating life 9 

spans for the company’s generating facilities? 10 

 11 

A. Yes. I have also incorporated the company’s input, as I 12 

have generally found that those who operate facilities 13 

have the best understanding of the outlook of their 14 

generating assets. For this study, I reviewed the 15 

company’s initial estimates of retirement dates and 16 

discussed these factors, as well as specifics of each 17 

facility, with company personnel. The recommended 18 

retirement dates in the study are aligned with both the 19 

company’s and my expectations for the future based on the 20 

best information available today. 21 

 22 

Q. Are there other reasons you collaborate with a company 23 

when developing life span estimates? 24 

 25 
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A. Yes. Life spans vary from company to company and plant to 1 

plant. This is based on a variety of factors, but in 2 

general the economic decision from company to company or 3 

plant to plant is based on specific factors that impact 4 

each facility. These may include geography, fuel cost and 5 

availability, suitable locations for replacement 6 

generation, and the assessment of risks of factors such 7 

as greenhouse gas (“GHG”) emissions and future commodity 8 

prices. For these reasons, discussions with and input from 9 

a company’s personnel are often critical to developing 10 

the most reasonable life span estimates.  11 

 12 

Q. Has Tampa Electric retired any of its power plants in 13 

recent years? 14 

 15 

A. Yes. As I discuss in my direct testimony and the 16 

depreciation study, Tampa Electric has retired several 17 

steam and other production facilities in recent years. In 18 

general, these retirements have not occurred at ages older 19 

than has been typical in the industry for these types of 20 

generating facilities. 21 

 22 

Q. What are some of the lessons learned from Tampa Electric’s 23 

experience with these plants? 24 

 25 
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A. In addition to providing evidence of the life spans Tampa 1 

Electric’s plants have experienced, the retirements of 2 

these plants illustrate causes of final retirement 3 

discussed above. Specifically, a power plant is often 4 

retired as the result of an economic decision. As a plant 5 

ages and becomes more expensive to operate, and as new 6 

technologies become more efficient and economical 7 

relative to existing generation, it eventually becomes 8 

economical to replace the existing plant. The retired 9 

plant may be able to physically operate for a longer 10 

period of time, but it would be a more costly option to 11 

keep the plant in service. 12 

 13 

 Thus, the process of estimating the life spans of the 14 

company’s power plants is not to determine how long a 15 

plant could physically last, but instead estimating when 16 

the economic decision will be to replace the plant with 17 

newer generation.  18 

 19 

Q. What has Tampa Electric’s actual experience been with 20 

regard to the economics of its power plants? 21 

 22 

A. Tampa Electric’s actual experience indicates that it has 23 

been more economical to replace older, less efficient 24 

power plants with newer facilities. Further, with the 25 
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benefit of hindsight, this has provided benefits in that 1 

the company has moved to lower cost and lower emission 2 

sources of energy, which has benefits in both economic 3 

and environmental terms but also reduces GHG emissions 4 

risk when compared to many other utilities across the 5 

country. 6 

 7 

 It would have been possible from a physical standpoint to 8 

operate these plants for a longer time. However, it would 9 

not have been economical to do so because these plants 10 

had become more expensive than the alternative of 11 

replacing them with newer, more efficient facilities.  12 

 13 

Q. Based on your experience in the industry, what lessons 14 

can you learn from historical retirements of generating 15 

facilities? 16 

 17 

A. The electric industry has seen a large-scale change in 18 

its generating fleet over the past two decades, which 19 

roughly corresponds with my career in the industry. In 20 

the early and mid-2000s, there was a widespread 21 

expectation (if not a consensus) that steam-fired 22 

generation, particularly coal-fired generation, would be 23 

able to be operated for long life spans – perhaps 70 years 24 

or more. Indeed, this was technically true from a physical 25 
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standpoint. With enough capital investment, plants could 1 

be operated for very long life spans. As an example, early 2 

in my career I toured several coal plants from the 1940s, 3 

which were already close to 70 years of age. It was, 4 

perhaps, not irrational to expect that newer generation 5 

might attain similar life spans. 6 

 7 

 However, projecting this past experience (as well as the 8 

expectation that the physical life would dictate the 9 

overall life span) onto the future proved to be incorrect. 10 

By the early 2010s natural gas prices had fallen 11 

considerably, efficiency of combined cycles had increased 12 

significantly, and the cost of coal-fired generation 13 

increased – and would increase further, since various 14 

emissions rules would require investments in assets such 15 

as scrubbers to meet requirements by the mid-2010s. 16 

 17 

 Companies were faced with investment decisions, which at 18 

the time were often between investing in older coal-fired 19 

plants or constructing new combined cycle plants. With 20 

the benefit of hindsight, companies like Tampa Electric 21 

that retired existing generation (rather than invest 22 

further in coal, oil or gas-fired steam generation) ended 23 
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up better off.2  The Commission’s approach of capital 1 

recovery schedules, as well as the inclusion of 2 

dismantlement recovery, also facilitated replacement of 3 

aging, uneconomical power plants with newer more 4 

efficient, lower emission and less costly generation. 5 

Other states that did not have such mechanisms, and states 6 

where utilities instead invested in scrubbers or other 7 

assets to extend the life spans of coal generation are 8 

now going through a similar transition to combined cycles 9 

(and now renewables), but with additional costs for coal 10 

generation that need to be recovered either over a short 11 

remaining life or after retirement. This can create 12 

challenges from an intergenerational equity standpoint 13 

and can impact the economic decision for replacement, 14 

thereby uneconomically extending the useful life of 15 

generating assets that no longer most efficiently meet 16 

the needs of the system. 17 

 18 

Q. Do you have any examples of expectations from that time 19 

period about coal-fired generation? 20 

 21 

A. Yes. For example, as recently as 2016, Mr. Kollen proposed 22 

 
2 I do not make this statement to be critical of past investment decisions 
for any utility, or commission.  At the time there were valid arguments for 
investing in either coal-fired generation or new generation.  Further, the 
considerations varied on a plant-by-plant and utility-by-utility basis.  
Additionally, many of the events that followed (such as election results and 
the shale gas boom) were impossible to predict at the time. 
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extending the life span of coal fired generation for FPL’s 1 

St. John’s River Power Park (“SJRPP”) to 65 years and 2 

Scherer Unit 4 to 63 years, even though large-scale 3 

retirements of coal-fired generation were already 4 

underway. 5 

 6 

Q. Did these plants attain the life spans Mr. Kollen 7 

expected? 8 

 9 

A. No. Both plants were retired within a few years of the 10 

conclusion of that case (SJRPP in January 2018 and Scherer 11 

Unit 4 in January 2022) at life spans of 31 and 33 years, 12 

respectively. These were about half the life spans that 13 

Mr. Kollen estimated. 14 

 15 

Q. Do you see any indications that Mr. Kollen has considered 16 

all of these factors? 17 

 18 

A. No. I do not see any indication that he has learned 19 

lessons from his previous over-estimation of life spans. 20 

His testimony does not address the factors discussed above 21 

and is merely limited to discussions of current estimates 22 

for Tampa Electric or other utilities. 23 

 24 

Q. What are considerations related to generation today, 25 
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particularly when you consider the future operating 1 

environment? 2 

 3 

A. There are several factors in current operation that we 4 

should consider, which includes outlook for the 5 

generation mix and future load growth. The electric 6 

industry as a whole is beginning to rapidly transition to 7 

a much larger share of renewables, both reducing emissions 8 

and long term GHG risk. At the same time, load growth is 9 

increasing due to electrification of transportation and 10 

other energy uses, data centers and other technology uses, 11 

and a general increased prevalence of electrical devices 12 

throughout our lives. These factors will also mean that 13 

customer growth will occur at a faster pace, as each new 14 

customer will use more electricity. 15 

 16 

 These factors mean that there will be a need for 17 

additional capacity in the future. With the growth in 18 

renewables, this means both incremental renewable 19 

capacity and generation or storage that can follow changes 20 

in intermittent renewable generation.  21 

 22 

 Technology is changing rapidly. There are possibilities 23 

that existing generation may not meet future needs of the 24 

system and the pace of technology change means that it is 25 
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more likely that newer generation or storage can better, 1 

and more economically, meet future needs. There is a 2 

similar dynamic to the replacement of coal-fired 3 

generation with newer and more efficient gas plant 4 

technology with fuel sourced using new gas extraction 5 

technologies. However, technology is changing at a faster 6 

pace than in the 2000s. 7 

 8 

 Importantly, these factors should be considered for both 9 

combined cycle generation and solar generation, as the 10 

dynamics and economics of each differ. I will discuss 11 

each in the following sections. 12 

 13 

1. Combined Cycle 14 

Q. What are the life span estimates proposed for combined 15 

cycle plants? 16 

 17 

A. I have recommended life spans for combined cycle plants 18 

that are generally consistent with a 35-year life span,3 19 

which is the same estimate as currently used for the 20 

company’s combined cycle facilities. However, my 21 

recommendation also considers the specifics of each unit, 22 

as discussed in more detail below. FEA witness Andrews 23 

proposes to extend the life span to 40-years. As I discuss 24 

 
3 Due to specifics of each facility, including the configuration of the 
plants, some estimates are longer than 35-years.  However, in general the 
combined cycle estimates are consistent with a life span of 35-years. 
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later, he also proposes unusually long interim survivor 1 

curve estimates.  2 

 3 

Q. To your knowledge, has Mr. Andrews toured the combined 4 

cycle facilities or met with Tampa Electric subject matter 5 

experts on these plants? 6 

 7 

A. No. He has not indicated in testimony that he has toured 8 

any combined cycle plant. 9 

 10 

Q. Did your study include site visits to these facilities? 11 

 12 

A. Yes. Further, I have conducted site visits of combined 13 

cycle facilities across the country. For example, I have 14 

been to most of the investor-owned utilities’ combined 15 

cycle plants in Florida (and colleagues have attended 16 

additional sites).  17 

 18 

Q. Has Mr. Andrews provided any discussion of factors that 19 

would influence the life span of combined cycle 20 

facilities? 21 

 22 

A. No. His discussion is limited to the estimates for other 23 

utilities, and I do not see any evidence that he 24 

considered important factors related to the operation of 25 
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the combined cycle plants. 1 

 2 

Q. What are factors that should be considered for the life 3 

spans of combined cycle generation? 4 

 5 

A. As the Commission is aware, each of the investor-owned 6 

electric utilities in Florida, including Tampa Electric, 7 

have made significant investments in solar facilities in 8 

recent years, significantly increasing their renewable 9 

output. However, solar energy is not created consistently 10 

throughout the day and, as a result, other generation 11 

needs to come online – often quickly – to make up for the 12 

loss of solar generation when, for example, the sun goes 13 

down. Today, natural gas facilities most commonly follow 14 

these generation needs, with some also addressed with 15 

other technologies such as battery energy storage 16 

systems. As a result, it has become common for even newer 17 

base load facilities to follow load (or more precisely 18 

follow renewable generation) and cycle more frequently. 19 

 20 

 This dynamic will become even more pronounced in the 21 

future. Indeed, in some parts of the country, such as 22 

California or Nevada, there are times of the day where 23 

solar generation exceeds total load on the system. This 24 

means that, when the sun goes down, enough generation 25 
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needs to come online quickly to offset the entire load on 1 

the system. Because solar generation is significant 2 

enough, this means that all plants – even base load plants 3 

– need to cycle multiple times during the day.  4 

 5 

 While the company (and Florida in general) has not yet 6 

reached the same scale of renewable penetration as 7 

California or Nevada, it is quickly trending in this 8 

direction. Even base load facilities have begun cycling 9 

frequently throughout the year. 10 

 11 

Q. How does all of this impact the life spans of combined 12 

cycle plants? 13 

 14 

A. Generally, increased cycling – particularly if there are 15 

more starts throughout the year – can limit or reduce the 16 

life span of the facility. At a minimum, it likely means 17 

more capital replacements and investments to continue 18 

operating the facility, impacting the overall economics 19 

of the facility. This, in turn means more replacement of 20 

assets and additional maintenance. These factors increase 21 

the overall economics of operating the facility, which is 22 

also affected by the fact that more cycling means a lower 23 

overall power output and less utilization. Additionally, 24 

most plants were not designed for this type of operation. 25 
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For example, plants designed for true base load operations 1 

can develop more challenges when cycling frequently or 2 

following load. 3 

 4 

 Overall, these factors mean that the operations of the 5 

Tampa Electric's combined cycles will likely favor a 6 

shorter life, all else equal. Given that changes since 7 

the prior depreciation study would indicate shorter, not 8 

longer, lives, it would not be reasonable to increase the 9 

life span of these facilities at this time.  10 

 11 

Q. Are there any other reasons that favor not increasing the 12 

life span? 13 

 14 

A. Yes. As noted above, the electric industry is changing 15 

rapidly. Not only does increased renewable generation 16 

mean significant changes to the operations of these 17 

facilities, but new technologies mean the potential for 18 

obsolescence of existing technologies. Further, the 19 

general move to reducing GHG emissions and new 20 

technologies means that the likelihood of longer life 21 

spans for fossil generation has gotten smaller. 22 

 23 

Q. Are there ways that combined cycle facilities could be 24 

modified to use lower emissions fuels? 25 
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A. Possibly, although not based on technology that is 1 

currently commercially available at scale. It is possible 2 

that, for example, current natural gas-fired generation 3 

could be fueled with a combination of hydrogen and 4 

renewable gas, thereby allowing longer operation with 5 

minimal emissions (and, in the case of hydrogen, 6 

effectively become large batteries for solar generation). 7 

However, these will require significant investments in 8 

new technologies that are not yet commercially available. 9 

For these reasons, a shorter life span is appropriate 10 

today. If such investments do occur in the future (which 11 

is far from certain) then there will be additional costs 12 

that will need to recover over the remaining life span 13 

(which in turn will increase future depreciation). 14 

 15 

Q. Are there any specific characteristics of the company’s 16 

plants that Mr. Andrews has failed to consider? 17 

 18 

A. Yes. Bayside Units 1 and 2 are a different construction 19 

from many other combined cycle units. While the combustion 20 

turbines, heat-recovery steam generators and other assets 21 

are relatively new (constructed in 2003 and 2004), the 22 

plant uses existing steam turbines that were originally 23 

placed in service in the 1960s. Because a portion of the 24 

plant is relatively old, this will impact the overall 25 
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life span of the plant and mean that a 40-year life span, 1 

as measured from the installation of the combustion 2 

turbines, is likely not attainable from an operational 3 

standpoint. 4 

 5 

 As an example, Florida Power and Light Company’s 6 

Lauderdale Unit 4 and Unit 5 were combined cycle plants 7 

that had similar construction in that the Lauderdale units 8 

also reused the existing steam turbines that had been 9 

placed in service decades earlier. Lauderdale 4 and 5 10 

were retired in 2018 with life spans of 25 years. 11 

Similarly, we should not expect a 40-year life span for 12 

Bayside Units 1 and 2. 13 

 14 

Q. Given these considerations, do you agree with Mr. 15 

Andrews’s proposal? 16 

 17 

A. No. I do not believe a longer life span is appropriate at 18 

this time. At the current pace of technology change, 35 19 

years is a long time. There will be significant changes 20 

in the electric industry over the next three decades and 21 

it is unclear whether combined cycles could attain longer 22 

life spans – at least without major investments. 23 

Additionally, the configuration of plants such as Bayside 24 

Units 1 and 2 do not support longer life spans. The 25 
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company’s past experience shows that it has replaced aging 1 

generation when no longer economical, which also favors 2 

the 35-year life span. 3 

 4 

Q. Are there any other issues with Mr. Andrews’s proposal?. 5 

 6 

A. Yes. Mr. Andrews did not update the composite net salvage 7 

calculations for his revised life span and, as a result, 8 

uses the incorrect net salvage percentages in his 9 

calculations. While I disagree with Mr. Andrews’s 10 

proposal, I provide for reference in Document Nos. 2 and 11 

3 of my rebuttal exhibit, respectively, corrected 12 

calculations with the 40-year life span, as well as with 13 

a 40-year life span and Mr. Andrews’ recommended interim 14 

survivor curves. 15 

 16 

2. Solar 17 

Q. What are the estimates proposed for solar? 18 

 19 

A. For solar generation, the life span method was not used, 20 

which means that the estimates are based on a survivor 21 

curve that should incorporate both interim and final 22 

retirements of individual facilities (within a group 23 

comprised of the full population of solar facilities). My 24 

recommendation is a 30-S3 survivor curve. Because there 25 
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will be interim retirements for assets such as inverters, 1 

this implies that the life spans of solar facilities would 2 

be slightly longer than the 30-year average service life. 3 

Mr. Kollen proposes a 35-year average service life with 4 

the same curve type.  5 

 6 

Q. How does Mr. Kollen support his proposal? 7 

 8 

A. Mr. Kollen argues that his proposal is consistent with 9 

the 35-year life span used for the current depreciation 10 

rates, which is based on a settlement agreement in the 11 

previous case (the company had proposed a 30-year life 12 

span). The only other support he provides is that the 13 

company uses the currently approved 35-year life span for 14 

resource planning purposes. 15 

 16 

Q. Do you agree with Mr. Kollen’s arguments? 17 

 18 

A. No. First, the company’s practice for resource planning 19 

(which is consistent with other companies in Florida) is 20 

to use the currently approved life span estimates. As a 21 

result, the fact that a 35-year life span has been used 22 

for resource planning provides no additional support for 23 

that life span, since it is based on the life agreed to 24 

in a settlement in the last case. Second, solar generation 25 
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is still relatively new, and technology will likely 1 

continue to improve, both of which suggest that a shorter 2 

life for depreciation purposes would be better than a 3 

longer life. 4 

 5 

Q. Has Mr. Kollen considered any of the other factors that 6 

will influence the life of solar facilities? 7 

 8 

A. No. Based on his testimony, he has not considered any 9 

factors other than the current life span (which he 10 

incorrectly applies as an average service life).  11 

 12 

Q. Are there any other considerations related to solar? 13 

 14 

A. Yes. FERC Order 898 modifies the Uniform System of 15 

Accounts for renewable and storage generation. This will 16 

include providing additional subaccounts for assets such 17 

as inverters and collector systems, at least some of which 18 

may have different life characteristics than the overall 19 

facilities. Mr. Kollen’s proposal to use an average 20 

service life of 35 years rather than a life span of 35 21 

years is to effectively increase the service life of solar 22 

assets. I do not believe it is reasonable to do so until, 23 

at a minimum, these accounting changes are implemented 24 

and the new subaccounts can be studied in a new 25 
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depreciation study in the next rate case.  1 

 2 

Q. Given these considerations, do you agree with Mr. Kollen’s 3 

proposal? 4 

 5 

A. No. I do not believe a longer life span is appropriate at 6 

this time. At the current pace of technology change, 30 7 

years is a long time. Increasing the life span to 35 years 8 

is at a minimum premature, given all of the factors 9 

discussed above. Importantly, while Mr. Kollen’s proposal 10 

could reduce depreciation in the short term, in the long-11 

term it will be more costly to customers as more will 12 

need to be recovered in the future and rate base will be 13 

lower than had a 30-year average service life been used. 14 

If the life spans of these facilities end up shorter than 15 

Mr. Kollen’s proposal, the use of his depreciation rates 16 

would also mean future customers would pay a 17 

disproportionate share of the cost of these assets, 18 

perhaps even after already retired. 19 

 20 

Q. Are there any other issues with Mr. Kollen’s proposal? 21 

 22 

A. Yes. Mr. Kollen to my knowledge does not have depreciation 23 

software to perform remaining life depreciation 24 

calculations, as he does not typically perform 25 
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depreciation studies. I have provided calculations using 1 

his proposed estimates, which are the correct rates to 2 

use if a 35-year average service life were to be used, in 3 

Document No. 1 of my rebuttal exhibit. 4 

 5 

3. Battery Energy Storage 6 

Q. What are the proposals for Battery Energy Storage Systems 7 

(“BESS”)? 8 

 9 

A. BESS assets are new assets of an emerging technology and 10 

can vary in size and function. As a result, there is 11 

limited historical data on the service lives and 12 

operations of these types of assets, and the life 13 

expectations may differ from location to location. 14 

 15 

 My recommendation in the depreciation study is to continue 16 

to use the currently approved 10-year average service life 17 

for storage facilities, which is appropriate and 18 

reasonable for many BESS assets. In some instances, there 19 

may be larger facilities or facilities with specific 20 

agreements that may favor a longer life. However, for the 21 

assets in the study, I believe the current 10-year average 22 

service life is most appropriate.  23 

 24 

Q. What has Mr. Kollen proposed? 25 
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A. Mr. Kollen proposes a 20-year average service life – 1 

doubling the currently approved average service life 2 

estimate. 3 

 4 

Q. What support does Mr. Kollen provide? 5 

 6 

A. While Mr. Kollen claims he has proposed an “industry 7 

standard” estimate of 20-years, he provides no support 8 

other than to cite to a handful of utility-specific 9 

filings and reports from government agencies. 10 

 11 

Q. To your knowledge, does Mr. Kollen have extensive 12 

experience estimating useful lives for BESS systems? 13 

 14 

A. No. Further, in discovery I provided estimates for other 15 

utilities with BESS assets.4  Most estimates are lower 16 

than the 20-year life span Mr. Kollen proposes and the 17 

longer estimates are not necessarily comparable to Tampa 18 

Electric’s. There are also estimates of 10-year average 19 

service lives, which shows that the currently approved 20 

estimate is within the industry range and, as a result, 21 

there is not a need to increase the service life. 22 

 23 

Q. In addition to not considering this information, does Mr. 24 

 
4 Please refer to the response provided to OPC Set 4 Request No. 94. 
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Kollen’s testimony provide any indication that he 1 

considered other factors that can impact the lives of 2 

BESS assets? 3 

 4 

A. No. Based on his testimony, I believe he has failed to 5 

incorporate important considerations.  6 

 7 

Q. What are considerations for estimating service lives for 8 

BESS assets? 9 

 10 

A. Many considerations related to technology are similar to 11 

those discussed about solar. Because BESS is a new 12 

technology, there is the potential for obsolescence as 13 

BESS systems improve in capacity, operations and cost. 14 

There is also uncertainty over how the assets will perform 15 

over time, both from a physical and function standpoint. 16 

 17 

Q. How do you believe these considerations should inform the 18 

service life estimate? 19 

 20 

A. In my judgment, these favor a shorter service life. 21 

Particularly for new technologies, all else equal it is 22 

most reasonable to favor a shorter service life. At a 23 

minimum, I do not believe there is justification to change 24 

from the 10-year service life previously approved by the 25 
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Commission. This can be adjusted in future studies as 1 

more data is available and as new accounting rules are 2 

fully implemented. 3 

 4 

B. Interim Retirements 5 

Q. What does Mr. Andrews propose for interim retirement 6 

estimates? 7 

 8 

A. Similar to the depreciation study, Mr. Andrews estimates 9 

interim retirements using interim survivor curves. 10 

However, his proposals and approach are missing several 11 

key elements and, as a result, he has recommended 12 

unreasonable interim survivor curves for several 13 

accounts. 14 

 15 

Q. What is the basis for Mr. Andrews’s recommendations? 16 

 17 

A. Mr. Andrews provides no support other than mathematical 18 

curve fitting results. However, his curve fitting results 19 

fail to properly consider the company’s historical data 20 

and, as a result, incorrectly project the experience of 21 

older, different technologies onto the company’s current 22 

generation fleet. Further, Mr. Andrews’s testimony gives 23 

no indication that he incorporated any information in 24 

addition to the statistical analysis. As I discuss, other 25 
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factors such as information from site visits, meetings 1 

and general knowledge of the property should be considered 2 

when estimating service lives. 3 

 4 

Q. Did the apparent lack of including any of this information 5 

negatively affect Mr. Andrews’s proposals? 6 

 7 

A. Yes. For example, for Account 312.00, Boiler Plant 8 

Equipment, Mr. Andrews has selected the 60-O3 survivor 9 

curve. O3 curves are rarely used for utility property, 10 

due in part to the unusual curve shape that anticipates 11 

a significant percentage of assets to retire early but 12 

then for most remaining assets to have very long lives. 13 

I do not recall ever seeing an O3 curve used for this 14 

account, nor should it be.  15 

 16 

 Additionally, Mr. Andrews’s curve fitting does not 17 

consider the relevance and importance of different data 18 

points from the historical analysis. For example, his 19 

analysis for Account 341.00, Structures and Improvements, 20 

is based on data through approximately age 50. However, 21 

the company’s current power plants in other production 22 

accounts have all been constructed within the last 30 23 

years. As a result, the data points beyond age 30 do not 24 

provide meaningful indications of the retirement 25 
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experience for the plants currently in service (this is 1 

particularly true because the type of power plants in 2 

this function of plant are much different today than 40 3 

or 50 years ago). Data points beyond age 25 or 30 should 4 

be given little consideration in the analysis for other 5 

production plant. Further, he considers data points 6 

beyond his recommended life spans, which should further 7 

demonstrate that he is projecting the experience of 8 

dissimilar facilities onto the company’s current fleet. 9 

 10 

Q. Does Mr. Andrews properly consider these aspects of the 11 

data? 12 

 13 

A. No. Mr. Andrews’s curve fitting appears to fit most, if 14 

not all, of the data points, including many that are not 15 

relevant to the analysis for assets currently in service. 16 

For example, Figure 1 shows historical data and both my 17 

and Mr. Andrews’ estimate for Account 341.00, Structures 18 

and Improvements. This chart shows the same data points 19 

as those shown by Mr. Andrews. However, the points circled 20 

below, which are those beyond age 26.5, are based on much 21 

smaller levels of investment for older technology plants 22 

that are no longer in service. As a result, these data 23 

points should be given more limited consideration in the 24 

analysis. However, as can be seen in the graph, Mr. 25 
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Andrews’s estimate is largely based on these older, less 1 

meaningful data points.  2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

Q. Given these considerations, do you agree with Mr. Andrews 20 

proposal? 21 

 22 

A. No. As I have discussed, there are analytical issues with 23 

Mr. Andrews’s recommendations, which also lead to 24 

atypical results. Additionally, Mr. Andrews does not 25 
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appear to have considered anything beyond the data. My 1 

recommendations are not only reasonably consistent with 2 

the available data, but also incorporate my knowledge and 3 

understanding of the assets from other studies and, as a 4 

result, are consistent with the operation of these types 5 

of plants. For these reasons, my recommended interim 6 

survivor curves are better estimates than those of Mr. 7 

Andrews. 8 

 9 

C. Dismantlement Accruals 10 

Q. What issue does Mr. Kollen raise regarding the 11 

dismantlement accruals? 12 

 13 

A. Mr. Kollen makes several adjustments or criticisms of the 14 

company’s dismantlement study and dismantlement accruals. 15 

 16 

Q. Will you address the dismantlement study or calculation 17 

of dismantlement accruals? 18 

 19 

A. No. While I disagree with Mr. Kollen’s proposals, in part 20 

because I am not aware of his having expertise in 21 

dismantlement studies or the dismantlement accrual 22 

approach used in Florida, witness Kopp and Chronister 23 

address the dismantlement study and dismantlement 24 

accruals. However, I would like to comment and clarify a 25 
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few points regarding how dismantlement studies 1 

interrelate with depreciation studies. 2 

 3 

Q. Please explain. 4 

 5 

A. In other jurisdictions, the dismantlement cost estimates 6 

are included in depreciation rates, typically by 7 

converting the cost estimate to a net salvage percentage 8 

that is incorporated into the remaining life depreciation 9 

calculations. Florida instead prescribes a separate 10 

dismantlement accrual calculation. 11 

 12 

 Mr. Kopp’s testimony is conceptually correct, in that his 13 

estimates are incorporated into an accrual to be included 14 

as depreciation or amortization expense. However, for 15 

Tampa Electric, these were not included in my recommended 16 

depreciation rates. Instead, consistent with prior 17 

studies, the company performed the dismantlement accrual 18 

calculations consistent with Commission practices and 19 

with previous depreciation studies.  20 

 21 

II.  Mass Property 22 

D. Service Life for Account 367.00, Underground Conductors 23 

and Devices 24 

Q. Please discuss Account 367.00, Underground Conductors and 25 
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Devices. 1 

 2 

A. For this account, I recommend the 35-R1.5 survivor curve. 3 

The current estimate for this account is the 45-R1.5. Mr. 4 

Andrews proposes to retain this estimate. Historical 5 

retirements for this account, based on actual retirement 6 

data from 1911 through 2022 that was statistically aged, 7 

support an average service life of 35-years or shorter. 8 

The 35-R1.5 is a good fit of the historical data, as can 9 

be seen in Figure 2 below.  10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

Figure 2.  Comparison of Tampa Electric vs FEA Proposed 

Survivor Curves for Account 367 
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 In addition to the actuarial analysis, Simulated Plant 1 

Record (“SPR”) analysis was performed and supported a 2 

similar service life. For example, the 33-R1.5 survivor 3 

curve had the highest conformance index of curves with a 4 

good retirement experience index for the analysis of the 5 

1993-2022 period. While estimates for other utilities may 6 

have longer average service lives than 35 years, Tampa 7 

Electric’s available data supports a shorter service 8 

life. Additionally, assets in Florida typically have 9 

shorter lives than other parts of the country due to 10 

higher temperatures, humidity, a higher water table, 11 

proximity to the coast and other factors unique to the 12 

southeastern United States. 13 

 14 

Q. Can the actuarial analysis based on statistically aged 15 

data, combined with SPR analysis, provide a reasonable 16 

basis for determining a service life estimate?  17 

 18 

A. Yes. My analyses used industry-accepted practices and 19 

were most reasonable based on the available data. These 20 

analyses were based on retirements that were recorded by 21 

Tampa Electric over the period 1911 through 2022.  22 

 23 

Q.  Please address the accuracy of Mr. Andrews’s comments that 24 

“when companies rely on simulated data and the SPR 25 
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procedure, the resulting ASLs are almost always 1 

understated. The simulations are very dependent on the 2 

survivor curves that are used to estimate the data, 3 

therefore, the results tend to be skewed to the downsides, 4 

resulting in higher depreciation rates.”5 5 

 6 

A. Mr. Andrews provides no support for this statement, and 7 

it is not generally consistent with my experience. 8 

However, SPR analyses does produce results that are more 9 

difficult to interpret and require an experienced analyst 10 

to recognize the limitations of the analysis. For example, 11 

if mortality characteristics are dynamic over time, then 12 

the analysis may favor higher or lower mode curves. The 13 

selection of higher mode curves in these instances could 14 

produces shorter lives, although lower mode curves would 15 

have the opposite effect. I have seen instances in which 16 

the SPR analysis, particularly the Retirement Experience 17 

Index (“REI”), favors higher mode curves due to low REIs 18 

for lower mode curves. This could at times favor shorter 19 

average service lives. 20 

 21 

 However, these limitations do not apply for this account 22 

to effectively ignore the available analysis, as Mr. 23 

Andrews proposes. My recommended survivor curve, 24 

 
5 Page 23, Line 7-10 of Mr. Andrews Direct Testimony 
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supported by the statistical results, uses a mid-mode R1.5 1 

survivor curve. 2 

 3 

E. Net Salvage Estimates 4 

Q. Please summarize the different net salvage estimates 5 

proposed by Tampa Electric and FEA. 6 

 7 

A. See Figure 3 below for a summary of the net salvage 8 

estimates proposed by Tampa Electric and FEA. FEA proposed 9 

a change in net salvage percentages for six asset classes: 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

Q. Please explain why Tampa Electric’s estimates are more 23 

reasonable than those proposed by FEA. 24 

 25 

 

Figure 3. Net Salvage Estimate Comparison 

 

Account  

Tampa Electric 

Proposal  FEA Proposal 

356  (50)  (40) 

362  (20)  (15) 

364  (75)  (70) 

365  (30)  (20) 

367  (15)  (10) 

392  20  25 
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A. Tampa Electric’s estimates are more reasonable than FEA’s 1 

because they align more closely with recent trends in net 2 

salvage experience, and they more appropriately consider 3 

the trend towards increasing cost of removal in the 4 

utility industry.  5 

 6 

 Figure 4 below provides a summary of the historic net 7 

salvage percentages; the overall experience band, as well 8 

as the most recent 10- and 5-year bands of data are shown 9 

alongside Tampa Electric’s and FEA’s proposals:  10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 With the exception of Account 392, the more recent 10- 24 

and 5-year analyses of historic net salvage are trending 25 

Figure 4. Experienced Net Salvage 

 

Account 

Overall 

Experienced 

Net Salvage 

Recent 10-Year 

Experienced 

Net Salvage 

Recent  

5-Year 

Experienced 

Net Salvage 

Tampa 

Electric 

Proposal 

FEA 

Proposal 

356 (39) (46) (93) (50) (40) 

362 (14) (22) (33) (20) (15) 

364 (73) (92) (113) (75) (70) 

365 (21) (38) (34) (30) (20) 

367 (13) (20) (16) (15) (10) 

392 (29) 25 45 20 25 
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more negative.6  For example, for Account 364, Mr. Andrews 1 

cites the overall net salvage percentage of (73) as not 2 

being supportive of Tampa Electric’s proposed (75) 3 

estimate. First, (73) rounded to the nearest five is (75) 4 

percent and, since net salvage estimates are customarily 5 

made in increments of five, the overall average does 6 

support my estimate. Additionally, the recent 10-year 7 

average is (92) and the 5-year average is (113). When the 8 

complete data set is considered, not only the overall 9 

average but more recent averages and trends as well, the 10 

data is more supportive of my recommendation.  11 

 12 

Q.  Is Mr. Andrews’s reliance on overall net salvage7 rates 13 

to estimate future net salvage an appropriate approach to 14 

estimating future costs? 15 

 16 

A.  No. While the overall average is a statistic I rely on, 17 

I also consider trends in the data as well as current 18 

estimates and estimates for other utilities. For most of 19 

the accounts at issue, my estimates are within 5 basis 20 

points of the overall average but are less negative than 21 

the most recent five and ten year averages. For each 22 

 
6 Gross salvage for Account 392 is impacted by the market for used automobiles 
and, in the future, could be impacted by a transition to electric vehicles. 
7  Page 25, Line 22-25 of Mr. Andrews Direct Testimony. Mr. Andrews states 
that his estimates never exceed “more than 1%” of the overall net salvage 
rate. 
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account except Account 392, my estimate is less negative 1 

than the most recent five-year average. 2 

 3 

Q. Have removal costs increased in the industry? 4 

 5 

A. Yes. There are multiple, and sometimes inter-related, 6 

reasons for increasing removal costs. Many of these 7 

reasons are outside of the company’s control. 8 

Environmental rules have increased removal costs. As an 9 

example, disposal requirements for treated wood poles 10 

have increased over time, increasing the cost to dispose 11 

of wood poles (and therefore increasing removal costs). 12 

Permitting requirements have become more restrictive and 13 

burdensome, which increases costs.8  As an example, 14 

municipalities or counties may require work to only be 15 

performed at certain hours of the day, increasing project 16 

costs. Another example is the requirements for restoring 17 

the site after assets are removed. Municipalities have 18 

required restoration of sidewalks or landscaping, which 19 

increases removal costs. Increasing requirements for 20 

traffic control has also added to costs.  21 

 22 

 Labor costs have increased because of wage increases and 23 

a shortage of skilled workers in the utility sector. 24 

 
8 Note that “permitting requirements” does not necessarily mean the cost of 
permits, but instead can mean the actual work requirements dictated by the 
permit. 
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Similarly, material and equipment costs have increased 1 

due to overall inflation and increased demand across 2 

various industries. This has become more pronounced as 3 

utilities across the country have increased investments 4 

to modernize the electric grid. 5 

 6 

Q. Do you agree with Mr. Andrews’s proposals? 7 

 8 

A. No. My estimates better reflect trends in the data and 9 

other factors discussed above. 10 

 11 

Q. Does this conclude your rebuttal testimony? 12 

 13 

A. Yes, it does. 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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