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PROCEEDI NGS

(Transcript follows in sequence from Vol une

6.)

CHAI RMAN LA ROSA: Al right. A few m nutes
after one o' clock I think we can start to get in
position to get rolling again.

So finished the last witness, so | think w are
going to turn back over to TECO to introduce their
next w tness.

MR, WAHLEN: Thank you, M. Chairnman. Tanpa
El ectric calls M. Chris Heck.

CHAI RVAN LA ROCSA: M. Heck, if you don't
m nd, before you sit down, just admnistering the
oat h.

Pl ease, raise your right hand.

Wher eupon,

CHRI STOPHER HECK

was called as a witness, having been first duly sworn to
speak the truth, the whole truth, and nothing but the
truth, was exam ned and testified as foll ows:

THE WTNESS: | do.

CHAl RVAN LA ROSA: Excellent. Thank you.

Have a seat and settle in.
EXAM NATI ON

BY MR WAHLEN:
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Q Good afternoon. Wuld you pl ease state your
name for record?

A Chri st opher Heck.

Q And who is your current enployer, and what is
your busi ness address?

A Tanpa Electric, 702 North Franklin Street,
Tanpa, Florida.

Q Did you prepare and cause to be filed in this
docket, on April 2nd, 2024, prepared direct testinony
consi sting of 35 pages?

A | did.

Q Do you have any corrections or additions to
that testinony?

A | do not.

Q If I were to ask you the questions contained
I n your prepared direct testinony today, would your
answers be the sane as those witten in the testinony?

A They woul d.

MR, WAHLEN:. M. Chairman, Tanpa El ectric

requests that the prepared direct testinony of M.

Chris Heck be inserted into the record is the read.

CHAI RMAN LA ROSA: Ckay. Yes.
MR. WAHLEN: Thank you.
(Wher eupon, prefiled direct testinony of

Chri st opher Heck was inserted.)
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1303
TAMPA ELECTRICCGOMPANY
DOCKET NO. 20240026-EI
FILED: 04/02/2024

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

CHRIS HECK

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

My name is Chris Heck. My business address is 702 North
Franklin Street, Tampa, Florida 33602. I am employed by
Tampa Electric Company (“Tampa Electric” or the “company”)
as Vice President Information Technology (“IT”) and Chief

Information Officer.

Please describe your duties and responsibilities in that

position.

I am responsible for the company’s IT leadership, vision,
strategy, architecture, infrastructure, cybersecurity, and
technology projects. I am also responsible for the
operations and governance of data, technology systems, and
procuring resources from third-party vendors. The goals of
the IT department are to (1) ensure the competitiveness of
the company’s IT services; (2) establish cybersecurity
protection measures for our business operations and

customer data; and (3) manage the company’s comprehensive
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business continuity plan for emergencies that could affect
its computing systems and operations. I report to the Chief

Executive Officer of Tampa Electric.

Please provide a Dbrief outline of vyour educational

background and business experience.

I graduated from Appalachian State University with a
bachelor’s degree in computer science and from The
University of North Carolina Charlotte with a master’s

degree in computer science.

I have thirty-nine years of experience in the energy
industry. I Jjoined Tampa Electric in my current role in
April 2023. Prior to joining Tampa Electric, I served as
the Chief Digital Officer for Emera Inc. (“Emera”) and the

Chief Information Officer for Duke Energy.

What are the purposes of your direct testimony?

The purposes of my direct testimony are to: (1) describe
the company’s IT department, the IT resources and
applications Tampa Electric wuses, and the company’s
cybersecurity strategy; (2) explain the company’s

continued progress in the IT area since its 2021 rate case;

C8-478
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and (3) demonstrate that the IT rate base amounts and
operations and maintenance (“O&M”) expense levels for the

2025 test year are reasonable and prudent.

How does your direct testimony relate to the testimony of

other Tampa Electric witnesses?

My direct testimony describes the company’s information
technology applications, including their supporting
hardware, that support the company’s business functions.
Those applications are typically housed in either our data
centers, or within a third-party cloud provider’s data
center. My direct testimony covers costs to operate and
maintain those applications. These applications support
the activities described in the direct testimony of the
company’s operational witnesses, including Tampa Electric
witnesses Karen Sparkman, Carlos Aldazabal, Chip
Whitworth, and David Lukcic. My testimony describes capital
investments in technology projects that support more than
one company department, while capital projects that are
sponsored solely by a specific department are described in

the direct testimony of the operational witnesses.

My direct testimony does not include operational technology

applications and their supporting hardware, which are

C8-479
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described in the direct testimony of Mr. Lukcic. Mr.
Lukcic’s direct testimony also covers the technologies and
costs related to data strategy and data governance, for
both OT and IT. My testimony covers cybersecurity defenses

for both IT and OT.

Have vyou prepared an exhibit to support vyour direct

testimony?

Yes. Exhibit No. CH-1, entitled “Exhibit of Chris Heck,”
was prepared under my direction and supervision. The
contents of my exhibit were derived from the business
records of the company and are true and correct to the best
of my information and belief. It consists of the following

two documents:

Document No. 1 List of Minimum Filing Requirement
Schedules Sponsored or Co-Sponsored by
Chris Heck

Document No. 2 Information Technology Capital Expense

Summary from 2022 - 2025.

Are vyou sponsoring any sections of Tampa Electric’s

Minimum Filing Requirement (“MFR”) Schedules?

C8-480
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A. Yes, I am sponsoring or co-sponsoring the MFR Schedules

listed in Document No. 1 of my exhibit.

(1) INFORMATION TECHNOLOGY OVERVIEW

IT DEPARTMENT

Q. What are Tampa Electric’s major areas of strategic focus?
A. As noted in the direct testimony of Tampa Electric witness
Archie Collins, the company’s goals are: (1) to carefully

and prudently manage operating expenses and capital
spending to meet growing and changing needs in our service
area; (2) to continuously improve the safety, reliability,
and resilience of our electric system; (3) to improve
efficiency in all areas of our operations; and (4) to
ensure that we can continue serving customers at all times
regardless of weather conditions. The company’s IT

department plays a vital role in supporting these areas.

Q. Please describe the company’s IT department.

A. Tampa Electric’s IT department consists of 202 team

members. The IT department will have approximately 202 team

members on average in the projected 2025 test year.

The IT department helps Tampa Electric achieve its goals

C8-481
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by providing several key services to the company’s
functional areas. First, the department provides ongoing
enhancements, operations, and maintenance of IT
applications for company’s business areas, including
Energy Supply, Electric Delivery, Customer Experience, and
Corporate (Finances, HR, Procurement, IT and Legal).
Second, the IT department provides the planning and
execution of large technology projects to meet the
strategic Dbusiness objectives of those business areas.
Third, the IT department operates and provides support
services for the company’s IT infrastructure (data centers,
servers, personal computers, mobile devices), as well as
for systems in third party “cloud” data centers. Fourth,
the IT department plays a key role in protecting and
safeqguarding critical infrastructure and sensitive data
from cyber threats to ensure the reliability and security
of essential services. Fifth, the IT department provides
strategy, architecture, and governance to ensure its assets
(data, applications, infrastructure) and services work in
harmony to provide outstanding customer and employee

experiences.

Does Tampa Electric’s IT department provide services to

any affiliates?

C8-482
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Yes. Tampa Electric provides the same IT services to its

affiliates Peoples Gas System, Inc. (“Peoples”) and New

Mexico Gas Company (“NMGC”), except the following:

e Application development and support for applications
specific to Peoples or NMGC;

e IT project management for NMGC; and

e Customer relationship management and Dbilling (CRB)

support for NMGC.

All costs noted in this testimony are those charged to

Tampa Electric, unless otherwise noted.

Peoples operated as a division of Tampa Electric from 1997
to December 2022, and became a separate corporation and
affiliate of Tampa Electric on January 1, 2023. Did this

corporate change impact the Tampa Electric IT department?

Yes, it did. As a result of this change, Tampa Electric’s
IT department no longer provides application development
and support services to Peoples for applications specific
to their company alone. As part of this shift, 11 IT

employees shifted from Tampa Electric to Peoples.

Does Emera provide any IT services to Tampa Electric?

C8-483
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A. Yes. Emera provides Tampa Electric with high-level IT and

cybersecurity policy governance. Emera also monitors and
validates that its affiliates have adequate technology
plans and technology controls. For cybersecurity, Emera
maintains a set of standards based on the National
Institute of Standards and Technology’s (“NIST”) Cyber
Security Framework (“"CSE"”) . Emera’s Audit Services
department audits all Emera affiliates to ensure compliance
with these requirements. Finally, Emera coordinates third
party expert reviews to ensure that the affiliates maintain

compliance with these standards.

IT SUPPORT FOR FUNCTIONAL AREAS OF THE COMPANY

Q. What major IT applications support customer experience
activities?
A. The core of the company’s application support for customer

experience activities is our Customer Relationship
Management and Billing (“CRB”) system, which Dbecame
operational 1in 2017. The CRB system manages customer
accounts, billing, payment, credit, and collection
services. It also interfaces with other applications that
collectively allow customers to contact the company by
telephone, computer, and mobile devices and to interact

with the CRB system without agent assistance.

C8-484
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What major IT applications support Electric Delivery

activities?

The IT department provides IT support services for Electric
Delivery applications including the Energy Management
System (“EMS”), Supervisory Control and Data Acquisition
(WSCADA"), Advanced Distribution Management System
(“ADMS”), Advanced Metering Infrastructure (“AMI"),
Workforce Management Systems (“WMS") , Geographic
Information System (“GIS”), and Street Light Vision
("SLV”) . These applications are discussed in greater detail

by Mr. Lukcic.

What major IT applications support the company’s Energy

Supply activities?

The IT department provides IT support services for Energy
Supply applications including Work & Asset Management,
Lock-Out/Tag-Out (“LOTO”), Data Historian, Power Plant
Controllers (“PPC”), and SCADA. Mr. Lukcic discusses these

applications in further detail in his testimony.

What major IT applications support Tampa FElectric’s

Corporate Functions (Finance, HR, Supply Chain, etc.)?

C8-485
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The IT department manages the Enterprise Resource Planning
("ERP”) system used by the Human Resources, Finance, and
Procurement corporate functions at Tampa Electric,
Peoples, and NMGC. These applications provide tools for
accounting, financial planning and analysis, financial
reporting, employee information, payroll, supply chain,
inventory, and more. The IT department also supports a set
of smaller applications for the companies, including
collaboration and office productivity applications such as
the Microsoft Office suite of tools, as well as data
analytics and business intelligence application building

tools.

Please describe the company’s IT Infrastructure.

Tampa Electric’s IT Infrastructure is comprised of hardware
including servers, networking equipment, personal

computers, mobile devices, and other technologies.

The IT Infrastructure also includes software and
applications hosted in three company data centers and on
remote servers operated by third party vendors. This
arrangement provides resiliency and redundancy through
geographic dispersion. This resiliency will be further

improved when the company relocates its primary data center

C8-486
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to our new Bearss Operating Center in northern Hillsborough
County in 2025. This project is discussed further in the

direct testimony of witness Mr. Aldazabal.

Q. Please describe the company’s IT Operations Team.

A. The IT Operations Team and the company’s outside IT vendors
work to ensure that the company’s IT Infrastructure

operates reliably 24 hours a day, 7 days a week.

Q. What major applications does the IT department use to
provide IT services to Tampa Electric, to manage its IT

assets, and to automate its IT operations?

A. For over a decade, the IT department has wused the
ServiceOne application to provide IT products and services
online to employees throughout Tampa Electric. This
application allows the company to (1) run the IT Service
Desk; (2) manage IT trouble and request tickets; (3)
automate IT processes; (4) inventory and manage IT assets;

and (5) automate IT processes and approvals.

CYBERSECURITY AND COMPLIANCE

Q. What cybersecurity threats and concerns influence the

delivery of IT services?

C8-487
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As the global economy becomes increasingly dependent on
cyber resources, corporations 1like Tampa Electric are
increasingly being targeted by cyberterrorists and
cybercriminals. The most advanced attacks come from state-
sponsored actors targeting American critical energy
infrastructure, while the most frequent attacks come from
profit motivated ransomware gangs. Our customers are also
concerned about data privacy and expect that their service

will not be disrupted by a cybersecurity event.

How has the company addressed these threats and concerns?

Tampa Electric takes cybersecurity threats and privacy

concerns very seriously. The company has a comprehensive

cybersecurity program to address these threats, including

a dedicated cybersecurity team of 18 full time employees.

These team members are responsible for:

e Tdentification of cyber risks

e Assessment of cyber risks, including their potential
consequences and their likelihood of occurrence

e Establishment of an order of priority for addressing
identified risks

e TImplementation of these prioritized actions

e TInvolving the company’s functional areas in decision

making related to cybersecurity

C8-488
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e Informing internal stakeholders of cyber risk
management status

e Monitoring of the effectiveness of cyber risk treatment

e Monitoring and revising the cyber risk and cyber risk
management process regularly

e Collection of information to understand and improve

Tampa Electric’s cyber risk management approach

In completing these tasks, the company’s cybersecurity
team members follow national and international
cybersecurity best practices and standards including the
NIST CSF; NIST Special Publication 800-53 Security and
Privacy Controls for Information Systems and
Organizations; NIST SP 800-171 Protecting Controlled
Unclassified 1Information in Nonfederal Systems and
Organizations; NIST SP 800-181 Workforce Framework for
Cybersecurity; MITRE Adversarial Tactics, Techniques, and
Common Knowledge (ATT&CK); and International Organization
for Standardization/ International Electrotechnical
Commission 27000 series (ISO/IEC 27000) family of
standards such as ISO/IEC 27001 Information Security

Management Systems.

Tampa Electric also uses a Managed Security Service

Provider (“™MSSP”) that provides 24/7 system monitoring,

C8-489
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including proactive alerts and responses for

cybersecurity threats.

Are there any cybersecurity-related laws, regulations, or
standards that impose requirements on Tampa Electric’s

operations?

Yes. The company 1s subject to many standards and

regulations addressing cybersecurity risks, such as:

e The Sarbanes-0Oxley Act (“SOX”)

e North American Reliability Council (“NERC”) Critical
Infrastructure Protection Standards (“CIP”)

e NERC requirements for use of third-party solutions for
the NERC Bulk Electric Cyber System Information

e Payment Card Industry Data Security Standard (“PCI DSS”)

e Health Insurance Portability and Accountability Act
("HIPAA")

e Defense Federal Acquisition Regulation Supplement
(“"DFARS")

e Securities and Exchange Commission Rules on
Cybersecurity Risk Management, Strategy, Governance and
Incident Disclosure by Public Companies

e The Cyber Incident Reporting for Critical Infrastructure
Act of 2022

e Federal Energy Regulatory Commission regulations on

C8-49
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supply chain risk management
e Updated state and federal privacy laws
e FExecutive order 14028: Improving the Nation’s

Cybersecurity

Does Tampa Electric’s cybersecurity program comply with

these requirements?

Yes. Tampa Electric’s cybersecurity program not only meets
the minimum requirements of these rules and regulations,

but in many instances goes beyond them.

PROGRESS SINCE TAMPA ELECTRIC’S LAST BASE RATE CASE
What changes has the company made to 1ts major IT
applications that support customer experience activities

since its 2021 rate case?

Tampa Electric made several changes to the major IT
applications that support the Customer Experience
Department, including:

e Upgrades to the company’s Interactive Voice response
software, which allows customers to obtain service over
the phone without speaking to a customer service
professional.

e Updates to the online customer self-service portal to

C8-491
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make the portal easier to use for mobile customers.

e TImplementation of a new interactive bill through the
customer portal.

e TImprovements to the notification and ©preferences
management system, which allows customers to opt into
notifications via email, text message, and phone calls.

e Transitioned the company’s outage map from hosting at
Tampa Electric’s data centers to third party remote
servers to improve its resiliency, accessibility, and
reliability.

e Moved the company’s website hosting from Tampa
Electric’s data centers to third-party remote servers
with the capability to handle increased traffic during

periods of high demand, such as storms.

The changes to these systems are also described in the

direct testimony of Ms. Sparkman.

What changes has the company made to IT Infrastructure and

Operations since its last rate case?

Tampa Electric currently hosts its IT infrastructure on
on-site servers, but the company is transitioning to
hosting on remote servers, or “cloud-based

infrastructure.” This transition will benefit customers in

C8-492
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several ways. First, the new arrangement is cost-effective.
Second, it will enhance the resiliency of the company’s IT
infrastructure by moving key systems to secure,
geographically dispersed servers. Third, the cloud-based
infrastructure will enhance our ability to recover from
cyberattacks because it will include data backups that are
protected from being edited, altered, or deleted. In the
event of a cyberattack, the company can use these backups

to restore the system.

What changes has the company made to 1ts major IT
applications that support electric delivery activities

since its last rate case?

Tampa Electric implemented two upgrades to the ADMS in 2022
and 2023. These upgrades, which were supplied by the
vendor, corrected several known issues and added new

functionality to support the company’s AMI system.

The company also enhanced the existing Geographic
Information System (“GIS”) to provide a website for
internal and external usage. This improved access to the
system will help to increase grid reliability and

resiliency.

C8-493
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What changes has the company made to its major IT
applications that support energy supply activities since

its last rate case?

Since 2022, Tampa Electric modified the Human Machine
Interface (i.e., the system operator’s interface to the
equipment) to the SCADA systems in the company’s solar
sites. These changes will create consistency across all
sites and enhance monitoring and control. These changes
will help to improve generating capacity and increase
resiliency. Tampa Electric has also completed
configuration enhancements to Power Plant Controllers to

increase grid stability and reliability.

The company also updated the project management system to
reduce cyber security risk and increase reliability. We
made enhancements to the LOTO system that allow operations
to better document maintenance tasks and create work orders
in a more efficient manner. The Planning & Risk system was
also upgraded to reduce cyber security risk and improve
long-term forecasting capabilities for solar energy and

batteries.

Lastly, Tampa Electric made enhancements to the Resource

Optimization application which improved its reliability

C8-494
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and added the capability to participate in the Southeast
Energy Exchange Market (“SEEM”), which maximizes the value

of available generation capacity.

What changes has the company made to its major IT
applications that support corporate functions activities

since its last rate case?

Since 2022, Tampa Electric has completed the following to

support corporate function activities:

(1) Upgraded the core of the SAP ERP system that supports
our customer, financial, Human Resources, and
Procurement business processes. These included
critical bug fixes and stability improvements,
enhancing system reliability, system performance and
addressing cyber security vulnerabilities.

(2) Upgraded the SAP Business Warehouse and Business
Objects application to ensure a more streamlined and
optimized ERP data management and reporting system.
This led to more informed decision-making processes
for corporate operations and planning.

(3) Enhanced the process of automatically revoking system
access for former employees and contractors to
reinforce data security.

(4) Encrypted SAP data to safeguard sensitive information

C8-495
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and demonstrate our commitment to data integrity and
compliance with privacy regulations.

Upgraded our application integration software, which
improved integration between our SAP applications and
the company’ s various applications including
integration with the Advanced Distribution Management
System, and Customer Outage Map application.
Migrated our internal websites from on-site servers
to remote, cloud-based servers to enhance resiliency,
accessibility, and capacity during high traffic times

such as storms.

IT 2025 RATE BASE AND O&M EXPENSES

RATE BASE

How much capital did the company invest in the IT area for

the

The

for

period 2022 through 20247

company expects to invest $74.5 million in the IT area

the period 2022 through 2024. Document No. 2 of my

exhibit shows the actual amount of IT capital spending by

year for 2022 and 2023, and our forecasted amount for 2024,

and the major capital projects and project amounts by year.

The projects that make up the $74.5 million are described

below.

C8-496
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ServiceNow. The company spent $3.4 million on ServiceNow,

a modern, state of the art, cloud-based IT Service

Management and IT Operations Management platform.

The move to ServiceNow will allow the IT department to
automate many of 1ts ©processes, such as inventory
management of its IT assets; routing of service requests
and many of the tasks within those service requests; the
commissioning and decommissioning of assets; and

compliance and reporting functions.

The ServiceNow platform and the associated improvements to
the IT business processes will enable the IT department to
handle increasing workloads without increasing staff,
improve IT system reliability, and improve cybersecurity

and regulatory controls.

The move to ServiceNow is a multi-year project with key

deliverables scheduled for 2024 and 2025.

IT Infrastructure Upgrades. The company spent $34.0 million

for sustaining capital to replace/upgrade end of life data
center hardware and software including servers, network
equipment, data storage equipment, databases, and

operating systems. The Department also makes purchases

C8-497
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throughout each year to support new applications.
These investments ensure that the company’s IT
Infrastructure will remain reliable and is supported by

the providing vendors.

Cybersecurity. The company spent $25.4 million for

cybersecurity. This investment included new and upgraded
tools and processes to strengthen the company’s
cybersecurity protections and keep pace with the ever-

increasing capabilities of cyber criminals.

NERC CIP Enhancements and Upgrades — The company spent $2.2

million on projects required to keep our NERC CIP program
up-to-date and effective. The NERC CIP program protects
Tampa Electric’s most critical generation, transmission,
distribution, and technology assets from cyber criminals.
These projects include the upgrade of current software used
for the management of intelligent devices located in
transmission and distribution substations, which is
required for NERC compliance. These projects also help the
company prepare for future changes to the standards while
providing Tampa Electric’s customers protection against
interruption of electrical services caused by

cybercriminals.

C8-498
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SAP Enterprise Resource Planning (ERP) and Customer System

Upgrades and Enhancements. The company spent $3.4 million

on ERP and Customer System upgrades and enhancements. The
SAP ERP and Customer Systems are a set of highly integrated
applications that provide corporate and customer
functionality including accounting; financial
consolidation and reporting; financial analytics and
planning; accounts payable/receivable; payroll; employee
information database; recruiting; supply chain and
inventory management; customer information database;
customer billing; and customer service. These upgrades and
enhancement projects keep our SAP ERP and Customer System
applications up to date and secure and ensure that they
retain support from SAP. This, in turn, will ensure that
the company’s corporate business functions operate

smoothly, with accuracy, and in a timely manner.

Non-ERP Corporate Updates and Enhancements. The company

spent $6.1 million to improve the applications for several
corporate functions and processes 1including contract
management; document/records management; employee
websites; employee collaboration and productivity; process
automation; project management; process controls;
compliance; legal; real estate; and safety. These projects

ensured that our team members in these areas had the tools

C8-499
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necessary to work effectively, efficiently, and securely.

The implementation of these projects increased the
productivity of corporate functions and allowed the labor
force to serve a growing workload without increases to

employee count.

How do these capital expenditures and the others shown on

Document No. 2 benefit the company’s customers?

As described above, these projects allow the IT department
to automate and improve its business processes, to ensure
the reliability and resiliency of the company’s computing
systems, to improve its cybersecurity defenses, to ensure
compliance with existing and changing regulatory
standards, and to ensure that systems are well-maintained
and supported. This allows the company’s corporate business
functions to operate securely, smoothly, with accuracy,
and 1in a timely manner so that the company provides
customers with the secure, resilient, and reliable products

and services they expect.

Are the IT capital expenditures described above and shown

on Document No. 2 reasonable and prudent?

C8-500
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Yes. All the expenditures shown on Document No. 2 were made
after careful consideration of the company’s IT needs,
examination of available alternatives, and using the
company’s procurement practices, which are designed so we
can purchase goods and services at the lowest reasonable
cost. The projects shown on Document No. 2 enable the
company to provide safe, reliable, resilient, and efficient
electric service to customers; will be in service in our

2025 test year; and are prudent.

What amount does the company plan to spend on IT projects

for the 2025 test year?
The company plans to invest $22.9 million in 2025. The
projects that make up the $22.9 million are described below

and are also shown on Document No. 2 of my exhibit.

ServiceNow. The company expects to spend $0.4 million in

2025 on the ServiceNow project I previously described.

IT Infrastructure Upgrades. The company expects to spend

$9.5 million in 2025 to replace or upgrade end of life data
center hardware and software including servers, networking
equipment, data storage equipment, databases, and

operating systems. The IT Department also makes purchases

C8-501
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throughout the year to support new applications.

Investments ensure that the hardware and software used by
Tampa Electric will continue to be reliable and retain
support from the providing wvendors. This enables Tampa
Electric to provide reliable products and services and

provide support to our customers.

Cybersecurity. The company expects to spend $7.2 million

in 2025 for cybersecurity. This project will strengthen
the company’s cybersecurity protections and keep pace with

the ever-increasing capabilities of cyber criminals.

Additionally, the company will make changes to cyber
security programs that are mandated or required by
regulations and compliance standards. These improvements
to the company’s cybersecurity program enable the company
to continue to protect the confidentiality, integrity, and

availability of customer information and company services.

Tampa Electric is forecasting a need to increase team
members in the cybersecurity area and expects to add two
additional team members in 2025. The new team members are
needed to sustain the company’s cybersecurity efforts and

to keep pace with changes in this area.

C8-502
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NERC CIP Enhancements and Upgrades. The company expects to

spend $1.1 million in 2025 on our NERC CIP program. We are
not forecasting the need for additional team members in
the IT department due to these projects or the changes to
the NERC CIP standards, beyond the two additions as

described in 2025 Cybersecurity projects above.

SAP Enterprise Resource Planning (ERP) and Customer System

Upgrades and FEnhancements. The company expects to spend

$3.3 million on these projects in 2025. No labor increases

or decreases are forecasted as a result of these projects.

Non-ERP Corporate Updates and Enhancements. The company

expects to spend $1.4 million for 2025 on these projects.

These projects include wupgrades and enhancements to
applications that support key business functions,
including safety, legal, regulatory, data governance, data
management, real estate, security, and compliance. These
improvements ensure applications are well supported by
their providing vendors, are cyber secure, and meet

business and compliance requirements.

Once IT projects are approved, what steps does the company

take to ensure that projects are “procured” at the lowest

C8-503
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reasonable cost?

The IT Department follows a formal bidding process for the
purchase of all ordinary goods and services as outlined in
company policies. This ensures that the company procures
goods and services through an unbiased, consistent, and
objective procurement process that leads to the lowest
reasonable cost while maintaining necessary quality of
product and effectiveness of the project. The key elements
of the process are requesting formal and well-documented
bids from three or more vendors, a full review of bidders’
qualifications and information submitted, evaluating other
factors such as location and diversity considerations, and
ensuring proper level of approvals after a vendor is

selected.

0O&M EXPENSES

Q.

What amount of IT department O0&M expense is included in
the projected 2025 test year and what major activities are

reflected in that expense amount?

Tampa Electric's IT department is forecasted to incur $36.8
million of 0O&M attributed in the projected 2025 test year.
of this amount, (1) labor & fringe account for

approximately $17.0 million or 46 percent; (2) Outside

C8-504
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Services (primarily application managed services and
temporary staffing support) accounts for approximately
$4.5 million or 12 percent; and (3) software and hardware
application licensing and maintenance account for
approximately $11.9 million or 32 percent. The remaining
$3.4 million, or 9 percent, 1is comprised of items such as
rent, facilities overhead, Emera allocations, and

miscellaneous employee expenses and supplies.

How does the projected level of 2025 0&M expense compare

to actual 2022 0O&M expense?

IT O&M expense for the 2025 test year has increased
approximately $3.6 million, or a 10.84 percent increase,

compared to the actual 2022 0&M expense of $33.2 million.

What 1is the percentage increase from 2020 actual O0&M
expense to forecasted 2025 0O&M expense and how does that

compare to the Commission’s O&M benchmark?

IT O&M expense in 2020 was $26.1 million and, after
applying the Commission's 0&M A&G benchmark multiplier of
35 percent, this translates to $35.2 million. The
forecasted 2025 0O&M expense of $36.8 million 1is $1.6

million, or 4.55 percent higher. The primary driver is

C8-505
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investments to enhance our overall cyber security posture
in response to increasing cyber threats and changes to

cybersecurity regulations.

What major factors have contributed to the increase in 0&M

expenses since 20227

The main reasons for the $3.6 million increase are (1)
approximately $1.0 million for new cybersecurity related
tools; (2) approximately $1.0 million increase in Microsoft
Enterprise Agreement costs; (3) approximately $1.2 million
for new technology licensing fees including ServiceNow, HR
Workforce Analytics, and Contractor Lifecycle Management;
(4) approximately $0.6 million for IT infrastructure; and
(5) approximately $0.6 million for general inflation. These
increases were partially offset by an approximately $0.8
million reduction in other cost elements, mainly outside
staffing costs. There were several other smaller offsetting
factors, including labor merit increases and IT management

staffing level reductions.

What steps has the company taken to reduce 0&M expenses in

IT?

IT has taken several steps to moderate and reduce O&M.

C8-506
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First, Tampa Electric secured pricing discounts on our
software and hardware licensing and maintenance fees by
entering into multi-year agreements. In addition to the
discount, this also locks in current pricing and avoids
annual inflation escalators. As renewals approach, Tampa
Electric evaluates whether software subscriptions can be
canceled 1if they are obsolete, redundant, or do not add
desired value. Second, the IT Department addressed labor
costs through reductions in management staffing levels and
hiring third parties with specific application expertise
to support certain applications (e.g., SAP expertise). Our
workforce practices also include hiring of early career,
entry level employees, including the use of interns and
co-operative students for certain tasks. Third, the IT
Department took steps to reduce outside service
expenditures by securing credits and reimbursements for
poor performance, discounts for early payments, and
reducing staffing assigned to project initiation and

management functions.

Is this level of 0O&M expense reasonable and prudent?

Yes. The proposed increase 1in expenses for labor and
outside services 1is reasonable and prudent given the

evolving landscape of technology and utility services. The

C8-507
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projected level of 0&M expense 1is necessary to continue
the effective level of service the IT Department provides

to Tampa Electric and its customers.

What was the employee count for IT in 2022, 2023 and 20247

The average employee count in IT was 200 in 2022, 196 in

2023 and 202 for 2024.

What is the projected employee count for IT in 20257

The average projected employee count in IT is 202 in 2025.

What factors are causing the need to increase employee

count?

Between 2022 and 2025, there was a shift of employees to
other areas: 11 employees moved to Peoples and seven
employees moved to the Operational Technology and Strategy
department. During this period, there were three IT
administration positions that retired and were not filled.
These decreases were offset by an increase of 23 employees.
The growth in employee count can be attributed to the
following: nine employees to grow our cybersecurity team

to meet the increasing complexity and volume of

C8-508
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cybersecurity threats to our company and the sensitive
customer and employee data and critical infrastructure,
seven employees to support growth in IT infrastructure
scale and complexity, as well as an increase of seven
employees to support growing digitalization and new
technologies deployed across our grid, generating plants,
and other operating facilities for the electric delivery

and energy supply functions.

What metrics did your team use to identify the need for
additional employees, when to add them, and how many to

add?

The company used cybersecurity metrics, including the
number of wvulnerabilities, changes in workload caused by
changes to standards and regulations, and the quantity and
complexity of cybersecurity threats, to identify the need
for additional employees. Other IT metrics include utility
peer benchmarks and support levels for critical

applications and infrastructure.

Will adding employees in IT moderate the need to pay

overtime or reliance on outside service providers?

Yes. There is a reduction of approximately $1.0 million in

C8-509
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outside services for staff augmentation for IT functions.

SUMMARY

Q.

Please summarize your direct testimony.

Tampa Electric’s IT Department supports all aspects of the
company, through activities including the efficient and
effective maintenance and support of IT applications, the
delivery of IT projects that advance Tampa Electric’s
business objectives, defense against cyber security risks,
and the delivery of data and analytics for effective Tampa
Electric operations. The amounts the company spent for IT
projects since the 2021 rate case, and plans to spend
through 2025, are reasonable and prudent. Tampa Electric
made, or will make, these investments to support safety,
reliability, resilience, improved operations, and customer
experience. The company’s 2025 test year capital and 0O&M
budgets for the IT Department are reasonable and prudent,
will enhance cybersecurity protection, deliver operating
efficiencies, enable our move to cloud-based solutions,
enable useful features and functions, and enhance the

customer experience.

Does this conclude your direct testimony?

C8-510
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BY MR WAHLEN:

Q M. Heck, did you also prepare and cause to be
filed wth your direct testinony an exhibit marked CH 1,
consi sting of two docunents?

A | did.

MR, WAHLEN:. M. Chairman, Tanpa El ectric
woul d note for the record that Exhibit CH 1 has
been identified on the CEL as Exhibit No. 23? |Is
that right? Yes. 23.

CHAI RVAN LA ROSA: Ckay.

BY MR WAHLEN:

Q M. Heck, would you please sunmari ze your
testi nony?

A Il wll. Thank you.

Good afternoon, Comm ssioners. M direct
testinony has five prinmary objectives.

No. 1, it describes Tanpa Electric's
I nformati on Technol ogy Departnent and the key services
it provides the conpany's functional areas.

No. 2, it discusses our conprehensive
cybersecurity program and how we are addressing the
ever-escal ati ng and nore sophisticated cybersecurity
threats and data privacy concerns.

No. 3, it explains the cost to operate and

mai ntain the I T applications.

premier-reporting.com
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1 No. 4, it addresses the inportant changes nmade
2 since our 2021 rate case to our major | T applications.

3 And lastly, ny direct testinony denonstrates

4 that the information technol ogy rate base anobunts and

5 operations and nai nt enance expenses for 2025 test year

6 are reasonable and prudent.

7 That concl udes ny summary. Thank you.

8 MR. WAHLEN. M. Heck is available for

9 Cross- exam nati on.

10 CHAI RMAN LA ROSA:  Thank you.

11 OPC, you are recogni zed when you are ready.
12 MR, REHW NKEL: Thank you, M. Chairnman and
13 Conmmi ssi oner s.

14 EXAM NATI ON

15 BY MR REHW NKEL.:

16 Q And good afternoon, M. Heck. [It's nice
17 neeting you.

18 A Nice to neet you too.

19 Q | think you just stated your title is

20 Vice-President Information Technol ogy and Chi ef

21 Information Oficer of Tanpa El ectric.
22 A That's correct.
23 Q At the tinme you filed your testinony, you had

24  pbeen at Tanpa El ectric al nbst exactly one year?

25 A That's correct.

premier-reporting.com
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Q And inmrediately prior to April of 2023, you
were the Chief Digital Oficer at Enera, beginning in
2020, is that right?

A That's correct.

Q Enera still shows you in that role on their
website, but is there a dual role you have?

A There is a dual role. Yes, | amdoing both.

Q So is -- are you transitioning, or is it just
sonet hing that you do for both conpani es?

A | do for both conpanies for sone period of
time. Undefined at this point.

Q Ckay. Is all of your tinme on the books of
Tanpa Electric, or do you allocate tine?

A | all ocate based on cal endar entries and
reviewing that as ny log for hours.

Q Okay. Do you have an idea of what, just
roughly, what split?

A Yeah, it's exactly 75 Tanpa Electric, 25
Enera --

Q Ckay. Thank you.

A -- percent.

Q In your roles, are your roles different, or do
you performessentially the same functions at Enera and
Tanpa El ectric?

A Wll, I amthe technol ogy gquy, if you wll, at

premier-reporting.com
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both conpanies. So there is a lot of simlarities and
overlap. But ny role at Enera is broader, and done for

t he parent conpany over all affiliates.

Q Ckay. Do you do work for -- in Nova Scotia
Power ?

A | do not, not directly. No.

Q kay. In your role -- before at Enera, you

were the CI1O or Chief Information Oficer at Duke?

A | was.

Q Arguably one of the largest, if not the
| ar gest, conbined utility in the country, right?

A Yes.

Q And was your role there essentially the sane
as what you do at Duke -- at Enera and Tanpa El ectric?

A Yes.

Q Okay. So with your experience in the utility
worl d and your current responsibilities, you would have
had oversi ght know edge and responsibility of
i ntegration of software applications into a whole array
of busi ness operations at all the conpanies that we have
tal ked about, is that right?

A This is true.

Q Your responsibility as -- you call it CDG
Chief Digital Oficer?

A | do. Yes.

premier-reporting.com
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1 Q

2 know edge and oversi ght

3 integration of software applications into the whole

4 array of business operations of the Enera operating

5 conpani es, including Tanpa?

6 A It's know edge of.

7  parent conpany,

8 done at the affiliates than intimte know edge within

9 the affiliates.

10 Q Ckay. | take it that every single software
11  application doesn't have to cone across your desk,

12 right?

13 A Exactly.

14 Q Ckay.

15 A Yes.

16 Q Okay. But | think in your testinony,

17 about a cybersecurity role --

18 A | do, yeah.

19 Q -- your job, at both --

20 A Yes.

21 Q -- Emera and Tanpa.

22 A Yes.

23 Q Wul d that role require that al

24  supports operations nust at sone degree,

25 organi zation and under your overall

kay -- at Enmera woul d i nclude both oversight

responsibility of the

As an enpl oyee of the

it's nore about governance of what's

I n your

supervi sion, be

you tal k

software t hat

Premier Reporting (850) 894-0828
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1 screened for conpliance with conpany security standards?
2 A That's correct. Yes.

3 Q And al so for conpliance with any regul ations

4 that you describe in your testinony at pages 14 and 157
5 A That's correct.

6 Q And this concept would apply to the software

7 that you show in docunent 2 of your exhibit, is that

8 right?

9 A Yes.

10 Q Okay. And that would be -- when | say this

11  concept, | amtal king about the screening, or governance

12 for cybersecurity reasons for the software that is
13 resident in the capital budgets of the other operating

14  departnments of the conpany presented in this case.

15 A You are -- can you repeat that for ne?
16 Q Ckay, yeah.
17 What | amasking is you present this -- your

18 capital budget for your departnent --

19 A Yes.

20 Q -- right? But sone of the other operations,
21  they have their own dedi cated software, right?

22 A Yes.

23 Q And even though you are not tal king about the
24  prudence of that software, the software that they use

25 still has to cone up under your cybersecurity

premier-reporting.com
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1 governance, right?

2 A This is correct. Yes.

3 Q So in this sense, you have a general awareness
4 of at least the nmajor software applications that support

5 all areas of the conpany's operations, is that fair?

6 A That's fair.

7 Q No rebuttal testinony fromyou, right?

8 A Correct.

9 Q And so no one has filed testinony in response

10 to your testinony that describes the historical and
11 projected costs of your departnent, right?

12 A That's correct.

13 Q And | also note in your -- that you testify
14 that your testinony does not include operations

15 technol ogy applications and their supporting staff --

16 their supporting software -- supporting hardware, which
17 is described in the direct testinony of M. Lukcic,

18 right?

19 A That's correct.

20 Q So one m ght conclude that the | ack of

21  rebuttal would indicate there is no controversy or

22 dispute relative to the |IT departnment, is that kind of
23  how you look at it?

24 A | had -- | made no assunpti ons.

25 Q kay. Okay. Fair enough.

premier-reporting.com
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In your testinmony at 481 -- | think it's -- |
forget your nunber, but it's page five, lines eight
t hrough 17.
A Ckay.
Q You recount Tanpa El ectric Conpany's major

areas of strategic focus and point to M. Collins'

testinony in doing so, right?

A | do.
Q Can you read aloud itens one and two, please?
A Itemone is: To carefully and prudently

manage operati ng expenses and capital spending to neet
growi ng and changi ng needs in our service area -- excuse
me. And two, to continuously inprove the safety,
reliability, and resiliency of our electric system

Q And in your testinony here in this vicinity,
you testify that the conpany's |IT departnent, your
departnent, plays a vital role in supporting those
areas, right?

A Yes.

Q And woul d you agree that in your testinony,
that you focus on presenting the cost, both capital and
expense, of the IT and cybersecurity projects that fall
under your purview, is that right?

| do.

Q Wuld it also be fair to conclude, at least in

premier-reporting.com
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1 the area of cybersecurity, the conpany is sonmewhat |ess
2 focused on efficiencies and nore focused on striving to
3 mnimze, if not elimnate, security threats?
4 A It is risk managenent. That is what

5 cybersecurity is focused on.

6 Q But outside of the cybersecurity aspect of

7 this role, itemthree, if you can, on page 481, lines 13
8 and 14 --

9 A Uh- huh.

10 Q -- would indicate that I T departnent has a

11 significant role in devel opi ng and inpl enenting software
12 solutions to achieve and inprove on efficiency in all

13 areas of Tanpa's operation, is that right?

14 A That's right. Yes. W partner with the other
15 business units and functions wthin Tanpa Electric on

16 all technology initiatives.

17 Q Wul d you agree with nme that a grow ng aspect
18 of achieving efficiencies in the electric utility sphere
19 is the application of artificial intelligence, machine
20 | earning, and advanced data analytics to processes that
21 are fundanmental to the utility operating systens?

22 A So artificial intelligence is a really broad
23 term Artificial intelligence has been around for

24 decades. So there is artificial intelligence in the

25 systens we deploy and use today, but it's not the -- not

premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



1347

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

the hyped artificial intelligence since Novenber of '22,
when Chat GPT was introduced. That's a whol e nother

| eague of artificial intelligence, and we do not use and
utilize today nmuch in the way of generative Al.

Q Ckay. So when we tal k about artificial

intelligence, | amtalking about generative --

A Ckay.

Q -- Al

A Al right. Fair enough. Then, no, | don't
agree that -- what -- can you ask your question.

Q Yeah.

A -- about Al again?

Q So that's fair.

A Yeah.

Q So I was say asking is a grow ng aspect of

achieving efficiencies in the electric utility sphere
the application we can insert generative Al ?

A Yeah. And so | would say it's a potential.
It's emerging, and not growing, is not the right way to
characterize it today.

Q kay. Would -- to your understandi ng of
generative Al, or would you agree that these are
overwhel mngly, if not entirely, software-driven
applications to the extent that they are being used?

A Yes. Software m ght be enbedded i n hardware,
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but it is -- it's absolutely a software.

Q Are you famliar wwth human interface -- human
machi ne i nterface SCADA applications?

A Sure. HM. Yes, sir.

Q And is that a potential area, just as an
exanpl e, where artificial intelligence m ght be used in
the future?

A In the future, yes.

Q Do you know what machine learning is generally
referred to?

A | do. Yes.

Q Do you consider that to sort of be under the
broad unbrella of artificial intelligence?

A It is, and it's not -- not generative Al
before that, yes.

Q What about advanced data anal ytics, is that
sonething that's sort of a byproduct of machine | earning
and Al together?

A Yeah. And again, analytics can be hunman- based
analytics or artificial intelligence-based anal ytics.
That woul d be heuristics. That's pre-generative Al.

Yes.
Ckay. What was the word you used?

A Heuristics. Self-Iearning.

Q H U E-R?
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Huh?
Q H U E-R heuristics.
A Yeah. Yeah.
MR. REHW NKEL: | have an exhibit, M.
Chairman, that | would like to discuss at this time
and just see if it's -- it's in your book. It's
that red book over there, OPC 217 --
CHAI RVAN LA ROSA: A confidential --
MR REHW NKEL: -- it wll be a confidential
exhibit. This has a nunber assigned to it within
t he Case Center.
THE W TNESS: Can you repeat the nunber?
MR REHW NKEL: [It's OPC- 217.
MR WAHLEN: M. Rehwinkel, is that CEL 4427
MR. REHW NKEL: | have been told, yes, it is.
MR. WAHLEN. Okay. Thank you.
MR, REHW NKEL: | forgot to bring ny CEL
docunent with ne.
BY MR REHW NKEL:
Q kay. So this is a confidential docunent, and
it is |labeled highly confidential by the conpany, M.
Heck. So | amgoing to ask you sone prelimnary
guestions about it without getting into the details of
it. And | would ask you first off, are you famliar

wth this docunent or what's in it? You can --
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A It appears to be a docunent presented at the
Novenber 7th, 2023, Tanpa El ectric/People's Gas board
neeting. Yeah, | have seen it. | have seen it before.

Q kay. So you are famliar with this docunent.

Wul d you agree that this docunent is a
docunent that was presented to Tanpa Electric sort of as
an informati on about what potential artificial --
generative artificial intelligence applications m ght
exist for the conpany in the future, or do you have a
di fferent characterization of what it means?

A So first, it's been a long tine since | have

seen the docunent.

Q Fair.

A Novenber 7th, 2023.

Q Yes.

A And | hadn't seen it since then before now.
Q kay .

A Sol really can't tell you what the major

t hemes are through there.
Q Ckay. Fair enough.

Was there a -- | was |ooking for his nane. |
saw that the man who presented this, seened |like his
first name began with an AL Wuld you have been at this
presentation?

A | amsure | was, but | don't know who
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presented it.

Q That's fair.

In this docunent, it -- can you read the title
of it on the first page w thout revealing confidential
I nf ormati on?

A Sur e.

Q And | don't know if you have worked it out
with your attorney, but if |I ask you to do sonething and
ask you if it would reveal confidential information, I
certainly hope you woul d | ook down the row there and get
t he t hunbs up or sonething.

A Ckay. Thanks for that. But, yes, | can read
t hat .

Q Ckay.

A Generative Al Use Cases and Next Steps.

Q kay. And could you turn to the second page,
whi ch has a Bates nunber, the big dark |large 7826 on the
| eft-hand side of the |andscape?

A Yes.

Q kay. In this docunent here on this page,
woul d you agree that the far right-hand colum with the
bl ue -- darker blue arrow tal ks about potential Al, or
distributed int -- well, | shouldn't --

Can you tell nme what generally that tal ks

about wi thout revealing confidential informtion?
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A Underneath the fourth arrow, is that what you
are | ooking at?
Q Yes.

A kay. And you would like ne to --

Q Just --
A -- summarize this?
Q -- just above the nunber there, what's the

littl e subheadi ng of that arrow?

A Distributed Intelligence Apps 2022 t hrough
Ongoi ng.

Q kay. |Is -- does this area show sone
potentials for the use of generative Al in the future,
I f you know?

A So this has to do with applications that can
run on neters, and our new AM neters on the edge. And
again, thisis -- this is potential stuff that has not

been depl oyed yet, but it would be part of the GRR --

Q Ckay.
A -- woul d be where we hope to use these edge
applications. |It's on the distributed -- on the

di stribution network. Yes.

Q kay. On the next -- well, 7828. In the sane

area of that page, there are sone -- there is a col umm,
and it has a subheading. It starts with a letter D. Do
you see that? Just if you -- over on the far right-hand
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1 side.

2 A

3 Q

4 revealing
5 A

6 Q

7 A

8 Q

9 where artificial

10 benefit in the future?
11 A Yeah. Sure.
12 Q Ckay.

13 A These are al
14 areas that, in the fut
15 Dbenefit fromartificial
16 Q Ckay. And t
17  could | ook at that.

18 A 78307 Ckay.
19 Q And just --
20 there wthout

21 A

22 Q It starts with G
23 A kay. Yes,
24  Electric.

25 Q And can you

Yeah.

Can you j ust
confidenti al
Sure. Yeah.

Yes.

Ckay.

Does this tal k about potenti al

i nt el

The nain headline or the one underneath it?

reveal i ng confidenti al

read those four words w t hout
i nformati on?

Driving val ue across busi ness.

overal |l areas

| i gence applications m ght provide

Yes.

| areas that are -- that would be

ure, would have high potential to
intelligence. Yes.
hen on the next, 7830, if you

| amw th you.
if you can read the first headline

i nf ormati on.

| can. Cenerative Al at Tanpa

read what's bel ow that w t hout
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1 revealing confidential information?

2 A Yes, | can.
3 Q Pl ease do.
4 A Qur foray into generative Al began this year

5 wth a pilot to assist team nenbers with annual benefits
6 enrollnent.

7 Q Okay. Now, in the -- and | believe that's

8 been discussed in sone of the testinony, or at least in

9 deposition in this case.

10 A kay. | amnot famliar with it --

11 Q Ckay.

12 A -- but | trust you on that. Yeah.

13 Q In the | ower right-hand corner, do you see the
14  lower right-hand quadrant with a subheadi ng t here?

15 A Uh- huh.

16 Q Can you read that?

17 A The subheadi ng?

18 Q Just the subheadi ng. Yes.

19 A Next Steps.

20 Q Yes.

21 s the three bullets under that, are they

22 confidential? And if they are, | amnot trying to push

23 you to read it out |oud.
24 A Yeah, | don't think it's confidential.

25 Q kay. Could you read each bullet?
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A Yes.
Bul l et one: Continue to evolve existing data
and Al gover nance.
Bul l et two: Pursue increasingly conplex
applications of Al.
Bullet three: Explore potential for Al across
br oader scope of business units.
Q Thank you.
And there is no tineframe associated with
those steps, is that fair?
A There is not a tineframe, but | might add that
-- | would -- | would characterize our position on this
technol ogy, and others, as a fast follower, right. So
where today many of the articles that you provided, and
on a daily basis, many vendors and consultants tal k
about what m ght happen. W are nore in as being a fast
foll ower, |ooking for, show nme where the val ue has been
achi eved.
So this is all very highly -- high potential.
A very exciting technol ogy had high. Has high, high
potential. | would -- | would liken it to the internet
back in the "90s. |If you recall, all the speculation
around the internet, the runs on the stock market, et
cetera, and then the subsequent bust.

W really didn't start getting the val ue out
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1 of the internet for a decade. This technology and its
2 potential is enmerging, and it's in that sane sort of

3 category. | think it's got higher potential than the
4 internet does in the long-term But right now, it's

5 even nore risky than the internet was back in the

6 md-'90s.
7 Q Ckay. Thank you.
8 In your role that we tal ked about at the very

9 outside of that questioning, would it be fair to say, as
10 the CDO at Enera, and as the -- in your role at Tanpa

11 Electric, you would have sone significant |evel of

12 awareness if there were I T applications that were going

13 utilize generative Al machine |learning --

14 A Yes.
15 Q -- 1s that correct?
16 A That is correct. |In fact, | hel ped devel op

17 the strategy Enera |level that TECO participated heavily

18 in for Al. For -- so, it's a-- it's called the Enera
19 Al Strategy. | helped -- | helped to put that together.
20  Yes.

21 Q Sol think we -- there is, as we read, an HR

22 pilot that is using sone |evel of generative Al in a
23 |limted application, is that --
24 A That was for annual enrollnent and benefits.

25 Yes. Yes.
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1 Q And we were told that there is a vegetation

2 managenent Al trial that's going on, nmaybe up in Canada,
3 that TECO hopes to learn from is that right?

4 A This is correct. Yeah. And | would -- |

5 would characterize it as a proof of concept at this

6 point, but, yes, that is true. They are -- they would
7 like to pursue the use of generative Al to help with

8 their vegetation nmanagenent.

9 Q And apart fromthose two, proof of concept and
10 pilot, is there any other application that is being

11 rolled out within Tanpa El ectric Conpany in the sphere
12 of this rate case, '25, '26 and '27, that you are aware
13 of?

14 A So there is another proof of concept. It

15 would be at Tanpa Electric. And it's with -- wthin the
16 custoner experience realm So using generative Al in
17 sone capacity is, like, very nmuch the potential, it's
18 the proof of concept, to aid our custoner service reps,
19 the humans, at being better custonmer service reps.

20 Q kay. Is it a-- sort of in concert with a
21  chatbot kind of a platfornf

22 A This would be nore for sonething would pop up
23 on the screen for the custoner service rep while they
24 are handling a call.

25 Q Now, apart fromthat, is there anything el se
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that you are aware of ?

A That's it for the entire tinme period you
ment i oned.

Q And with respect to the CE, or custoner
experience area, have there been any assunptions nade
about efficiencies that m ght be gained through the use
of that proof of concept effort?

A | would say it's far too early to have done
t hat, and, no, we have not.

Q kay. So beyond the three that we have tal ked
about, it's your testinony to the Comm ssion here, is
that wiwth respect to the projected test year and the
subsequent years that are an issue here, there are no
known or under inplenmentation Al efficiencies that you
are aware of that are not being included in the revenue
requirenment in this case?

A Yeah. | would -- | would further clarify by
sayi ng generative Al --

Q Yes. That's what | --

A -- that investnent in Al. Yes, that is
correct.
Q Ckay. M. Heck, thank you. | just needed to

go through that for the record, and | appreciate your
hel pi ng and the information.

A Sur e.
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1 Q Thank you very nuch.

2 A Thank you.

3 MR. REHW NKEL: M. Chairnman, thank you.

4 CHAI RVAN LA RCSA: Geat. Thank you

5 Fl ori da Ri si ng/ LULAC.

6 M5. LOCHAN:.  Thank you, M. Chairman.

7 Good afternoon, M. Heck. | believe all of ny
8 qguesti ons have actually been covered, but | am]j ust
9 going to take quick second to make sure. Yeah, |
10 believe | don't have any ot her questions. Thank

11 you.

12 CHAI RVAN LA RCSA: Geat. Thank you.

13 FI PUG

14 MR, MOYLE: | have just a few.

15 CHAI RVAN LA RCSA:  Sure.

16 EXAM NATI ON

17 BY MR MOYLE

18 Q Page eight, |line four.

19 A O ny testinony?

20 Q Yes, sSir

21 A Ckay

22 Q You have a sentence in here, and I will just
23 read it. It says: For cybersecurity, Emera maintains a

24 set of standards based on the National Institute of

25 Standards and Technol ogi es, paren, N ST, cybersecurity
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Fr anewor k CSF.
VWhat is the National Institute of Standards
and Technol ogies? And | was wondering, is that a

Canadi an organi zation --

A It's U S.
Q -- or a US. governnent?
A It is US. government. Yeah, it is indeed.

And | don't know what branch it rolls up into, but it is

a -- an agency within --
Q Ckay.
A -- the United States governnent.
Q And | amgoing to ask a few questions about

your cybersecurity. You hear a |ot about that. And if
there is anything that you are not confortabl e answeri ng
because of a security reason, just, you know, just say

that you are not confortable, or --

A Ckay.

Q -- you know, we wll figure out how to dea
wi th that.

A Ckay.

Q You have put a lot in here about --

A Yes.

Q -- what you all are doing. Just a few
questi ons.

It | ooks Iike you have a full-tine staff,
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right, in your departnent, of 18 folks --

A Yes.

Q -- that are tasked with cybersecurity
operations. But then you also say that you have a team
you contract with, or others that you contract with?

A Uh- huh.  Yes.

Q Can you just share a little bit the relative
conposition of how that works and wor ks together?

A Yeah. And part of it is the realization, you
can't go it alone. You know, as talented as our 18
peopl e m ght be, you need the broader perspective, et
cetera. So we have a consulting firm | would call it
kind of a strategic advisor for us. And we have then
ot her conpanies that do nore repetitive routine type
wor k. And that woul d be, as an exanple, seven by 24
nonitoring, particularly in the overnight hours. They
are always reviewing all our |ogs, et cetera, and very
wel | staffed to make sure that we see every alert and
handl e every alert around the clock, seven days a week,
so as an exanple. So both strategic and the nore nuts
and bolts of it as well.

But the 18 people are all |oyal enployees that
I nvestigate alerts, do reporting, mtigate risk,
understand risks, et cetera. That type of the core work

I's done within Tanpa Electric by those 18 enpl oyees.
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1 Q Are you aware, | show you retract this, but of
2 situations in which cyber has been used worldw de to

3 take down grids for extended periods of tine?

4 A Yes, particularly lately in Ukraine, would be

5 the nost dramatic exanple.

6 Q Any in the United States that you are aware
7 of?
8 A Not hing material or it would have been

9 reported. Yeah.

10 Q And you said your job is to nanage risk?

11 A That's one of them yeah, for cybersecurity.
12 Yeah. Absolutely.

13 Q A lot of tinmes, people in the insurance

14  business will talk about, we're managi ng your risk.

15 Here's a policy for you. Do you have any way of

16  managi ng risks through insurance? And if so, are you

17 doing that?

18 A We do have cybersecurity insurance. Yes.
19 Q What is it called?

20 A Cybersecurity Insurance.

21 Q Right. And -- so that would cover what,

22 revenues that you are not able to receive because of a
23 cyber outage? Wuld it cover any damages to custoners?
24 A Wbul dn't cover --

25 Q Explain that -- explain that to ne. | am
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not --

A Ckay. Yeah. So it's an insurance policy that
basically would, after a deductible, cap our |osses from
an incident where cybersecurity crimnals actually got
I nto our conputer network and data center, et cetera,
and brought harmto the conpany. The entire cost to
restore, et cetera, they would cover a portion of that
above the deducti bl e.

Q How about ranson? Wuld it cover ransomt hat
that's paid?

A Wul d cover ransomware paynents as wel|.

Q Yeah.

A All of it has to be approved. Qur cyber risks
are audited by the insurers, et cetera, to nmake sure we
are mtigating risks. W have got good cybersecurity
progranms in, et cetera. To be insured, you have to --
you have to go through a | ot of hoops to get there.

Q Lost revenues because of business, would that

be part of what's insured?

A That's a better question for an insurance
person. | do not recall.
Q Ckay. Just a few nore. A lot of acronyns in

this --
| amsorry. Yes.

Q -- world.
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A It cones with the territory, yeah.

Q M. Rehw nkel asked you a question about
SCADA. Wiat is SCADA?

A Supervi sory Control and Data Acqui sition.

It's the way that a human in an operating center can
renotely control equipnent on the grid basically, or
wi thin a generating plant.

Q | nmade a note in your -- in the answer, you
said, HM. Wat is HM?

A Human Machine Interface. Yes.

Q Ckay. You nmde a point about analysis of
I nformation that you receive, and that there are two
ways that analysis can be done, heuristic, | believe was
t he word?

A Heuristics. Yes.

Q And that's machine analysis, is that right?

A Yeah. It's a termused for the earliest forns
of Al, and the -- | think the word neans sel f-1|earning,
per haps, sonething |ike that.

Q And you conpared it with human anal ysis? Do

you do both or --

A Yeah.
Q -- how does --
A For sure. So analytics is a field where you

can take a bunch of data and mani pulate it in ways, and
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then a human can review the results and nmake deci sions.
And then artificial intelligence would be using that
sane data to nake its own predictions instead of the
human making -- making the -- doing the analysis.
Typically it would | ead to human judgnent.
It's -- at this point, especially. It's not neant to,
you know, often to make its own decisions on the fly.
Q Right. So you woul d have, here's what the

machi nes are saying, here's what our human fol ks are

saying --
A Yeah.
Q -- and then that decision ultimately would be

made by a human at this point, not a machine?

A Ri ght .

Q Just a couple of other quick questions.

The AM neters, those are neters that are
smart neters, and they can go on busi nesses and hones,
is that right?

A That's correct. Al our neters, other than
the exceptions, are M neters now.

Q kay. And then are they siloed in such a way
that third parties can't hack into the smart neter and
then gain access to, you know, turning on lights in your
house, and listening in, and all that kind of stuff, or

can you explain that?
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A Absol utely. Yeah. Cybersecurity is a big
concern wth AM and was, and they were designed from
the ground up with cybersecurity in m nd.

What you nentioned is a nuisance, but if they
were to turn off all neters at once, we would have a
really bad day on the distribution network. So, yes, a
| ot of cybersecurity controls architected fromthe
ground up for cybersecurity. They are very, very secure
devi ces.

Q Ckay.

A Bl ess you.

Q And | noticed in your testinony that you
didn't list how many tinmes you have given testinony
before, but | understand you have worked previously. |Is
this your first tinme testifying in a regulatory
proceedi ng?

A This is the first time under oath. Yes, sir.

Q Okay. Well, good. Well, thank you for
answering nmy questions.

A Certainly.

CHAI RMAN LA ROSA:  Thank you.
FEA.
CAPTAI N GEORGE: No questions, Chairnman.

Thank you.

CHAl RVAN LA ROSA: Thank you.
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1 Sierra C ub.

2 MR. SHRI NATH: No questions, Your Honor.

3 Thank you.

4 CHAI RMAN LA ROSA:  Thank you.

5 Fl ori da Retail

6 MR. LAVIA: Good afternoon. Jay Lavia for

7 Florida Retail. No questions.

8 CHAI RVAN LA ROSA:  Thank you.

9 Wl mart.

10 M5. EATON: No questions. Thank you.

11 CHAI RMAN LA ROSA:  Thank you.

12 Staff.

13 MR. SPARKS: No questions. Thank you.

14 CHAI RMAN LA ROSA: Conm ssioners, any

15 questions?

16 Commi ssi oner Fay, you are recogni zed.

17 COW SSI ONER FAY: Thank you, M. Chairman.

18 And t hank you, M. Heck, for being here. It's
19 an interesting subject matter, and can understand
20 maybe why you haven't testified before. It's a

21 conplicated thing to talk about publicly. So |I am
22 going to ask you a fairly specific question, but if
23 in any way you feel that it's not appropriate to

24 answer that question, please feel free to do so.

25 So our comm ssion, like a |ot of
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jurisdictions, has processes in place that review
the inplenentation and consi stency of the SIP
standards through NERC, and that's in your
testinony, and you nentioned that. But do you
interpret anything that this body does, or the
Conmm ssion does, to limt the utility's ability to
go beyond those requirenents?

THE WTNESS: |If | understand the question
correctly, I think ny answer is no. W don't fee
like there is a limted funding for cybersecurity
today, and we are able to do what we think we need
to do to satisfy NERC s SIP and the other standards
out there. |Is that -- am| answering the question
t hat you asked?

COMM SSI ONER FAY: Let nme ask it this way, |
guess: Wth the inplenentation of what you do for
both Enmera, and nore inportantly TECO - -

THE W TNESS: Yes.

COMM SSI ONER FAY: -- it's driven by the
m ssion to protect the systens and continue
operation, which you are able to do so in a way
that allows for governnent coordination, but also
not interference when need be, is that accurate?

THE WTNESS: Yeah, that is -- that is

accurate. And | will add, and maybe a little bit

Premier Reporting
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1 tangentially, but I wll add.

2 As | said before, you can't go it alone. So |
3 think a role for governnent agencies that -- where
4 it's applicable, would be to hel p coordi nate and

5 information flow, et cetera, with cybersecurity

6 across the utility industry.

7 | think there is a -- there is obviously

8 reporting requirenments on our side, and we woul d

9 like to see sone benefit fromthose reporting

10 requi rements as well with the two-way fl ow of

11 information. So, anything to help with that

12 conduit woul d be hel pful, | think.

13 COW SSI ONER FAY: kay. Geat. And, you
14 know, appreciate what you do. You know, whenever
15 we tal k about this topic, |I think the nore you know
16 the I ess you sleep --

17 THE W TNESS:  Yes.

18 COMM SSI ONER FAY: -- and so | can appreciate
19 the commitnent that you have to keeping the grid
20 safe, so thank you.

21 THE WTNESS: Thank you.

22 COW SSI ONER FAY: Thank you, M. Chairman.
23 CHAI RMAN LA ROSA:  Thank you.

24 THE W TNESS. Thanks.

25 CHAI RVAN LA ROSA: Send it back to TECO for

premier-reporting.com
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23 evidence.)

24

25

redirect.
MR. WAHLEN: No redirect.
CHAl RVAN LA ROSA:  Ckay. Awesone.
Now, let's nove exhibits into the record.
MR, WAHLEN: Tanpa El ectric noves Exhibit 23,
pl ease.
CHAl RVAN LA ROSA: 23. Is there objection?
PUBLI C COUNSEL: Public Counsel would nove --
CHAI RMAN LA ROSA: Oh, is there objection?
t hought -- | amsorry, that's what | thought you
were checking on. So 23, | believe nunber, no
obj ecti on?
Seei ng none, show that 23 is noved into the
record.

(Wher eupon, Exhibit No. 23 was received into

CHAI RMAN LA ROSA: Now, let's goto --

MR, REHW NKEL: OPC woul d nove 442.

MR. WAHLEN: No obj ecti on.

CHAI RMAN LA ROSA: No objection? No
obj ection, showit entered into the record.

(Wher eupon, Exhibit Nos. 442 was received into

CHAI RMAN LA ROSA: Any ot her exhibits we need

to nove -- be noved in? Seeing none.
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10

11

12 \Wher eupon,

13

14 was c

15 speak the truth, the whole truth, and nothing but the

16 truth, was exam ned and testified as foll ows:

17

18

19

20

21

22

23  BY MR WAHLEN:

24

25 recor

M. Heck, thank you very mnuch.

THE W TNESS: Thank you.

CHAI RMAN LA ROSA:  You are excused.

(Wtness excused.)

CHAI RVAN LA RCSA: Al right. TECO | wll
throw it back over to you for your next w tness.

MR. WAHLEN:. Thank you, M. Chairman. Tanpa
El ectric calls Marian Cacci atore, please.

CHAI RMAN LA ROSA: Marian, before you sit
down, do you mnd just adm nistering the oath?

Thank you.

MARI AN CACCl ATORE

alled as a witness, having been first duly sworn to

THE WTNESS: Yes, | do.

CHAI RMAN LA ROSA: Excellent. Thank you.

Feel free to get settled inand | will turn it
over to TECO once you guys are ready.

MR, WAHLEN: Thank you.

EXAM NATI ON

Q Wul d you pl ease state your nanme for the

d?
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A Mari an Cacci at or e.

Q And who is your current enployer, and what is
your business address, please?

A Tanpa El ectric Conpany. 702 North Franklin,
Tanpa, Florida.

Q Did you prepare and cause to be filed in this
docket, on April 2nd, 2024, prepared direct testinony
consi sting of 55 pages?

A Yes, | did.

Q Did you al so prepare and cause to be filed in
this docket, on July 2nd, 2024, prepared rebutta
testi nony consisting of 18 pages?

A Yes, | did.

Q Do you have any additions or corrections to
your prepared direct or rebuttal testinony?

A Yes, | do.

Q Wul d you please list thenf

A Sure. In nmy direct testinony, on page 30,

line 19, the word mllion should be billion in both
pl aces.
Q Do you have anot her correction?
A | do.
In ny rebuttal testinony, on page eight, line

23, delete the words Gulf Power. The first order is a

Fl ori da Power Corporation order, and the second is Gl f.

premier-reporting.com
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1 Q Ckay. Thank you.

2 Wul d those revisions, if | were to ask you

3 the questions contained in your prepared direct and

4 rebuttal testinony today, would your answers be the sane

5 as those listed --

6 A Yes.

7 Q -- in the testinony?

8 MR, WAHLEN:. M. Chairman, Tanpa El ectric

9 requests that the corrected prepared direct and
10 rebuttal testinony of Ms. Cacciatore be inserted
11 into the record as though read.

12 CHAl RVAN LA RCSA:  kay.

13 (Wher eupon, prefiled direct testinony of

14  Marian Cacciatore was inserted.)
15
16
17
18
19
20
21
22
23
24

25
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TAMPA ELECTRICCGPMPRNY
DOCKET NO. 20240026-EI
FILED: 04/02/2024

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

MARIAN CACCIATORE

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

My name is Marian Cacciatore. My business address is 702 N.
Franklin Street, Tampa, Florida 33602. I am employed by
Tampa Electric Company (“Tampa Electric” or the “company”)

as Vice President Human Resources.

Please describe your duties and responsibilities in that

position.

I am responsible for the leadership and strategic direction
of the human resources functions for Tampa Electric,
including compensation, benefits, healthcare, pension, and

retirement savings.

Please provide a Dbrief outline of your educational

background and business experience.

Prior to joining Tampa Electric in 2020, I served as Vice

President of Human Resources for a satellite communications

C9-514
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company. My Dbackground also includes human resource
leadership roles in manufacturing, financial services,

communications, and high-tech organizations.

I received a bachelor’s degree in business administration
from the University of South Florida and a master’s degree

in human resources management from Rollins College.

What are the purposes of your direct testimony?

The purposes of my direct testimony are to (1) provide an
overview of the company’s Human Resource activities, (2)
explain the company’s employee compensation system, (3)
show that the company’s total direct compensation for 2025
is reasonable, (4) show that the company’s benefit expense
for 2025 is reasonable, and (5) demonstrate that Tampa
Electric’s 2025 test year total compensation expense 1is

reasonable.

Have vyou prepared an exhibit to support vyour direct

testimony?

Yes. Exhibit No. MC-1 entitled “Exhibit of Marian
Cacciatore” was prepared under my direction and

supervision. The contents of my exhibit were derived from

C9-515
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records of the company and are true and

correct to the best of my information and belief. It

consists

Document

Document

Document

Document

Document

Document

Document

Document

Document

Document

of 10 documents, as follows:

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

1

10

List of Minimum Filing Requirement
Schedules Sponsored or Co-Sponsored by
Marian Cacciatore

Employee Count Total and By Function
(2021 to 2025)

IBEW and OPEIU Historical Base Wage
Adjustment (2021-2023)

Total Annual Compensation Analysis for
Exempt and Non-Covered/Non-Exempt
Benchmarked Positions (2022-2023)

Merit Budget History - Exempt (2021-
2023)

Merit Budget History - Non-Covered/Non-
Exempt (2021-2023)

Utility Comparison — Total Salaries and
Wages as a Percent of Operations and
Maintenance Expense (2023)

Tampa Electric Benefits Package
Description

2023 Benefits Valuation Analysis

(“"BVA")

Mercer - Average Annual Health Benefits

C9-516
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Cost Per Employee (2021-2023)

Do you sponsor any sections of Tampa Electric’s Minimum

Filing Requirement (“MFR”) Schedules?

Yes. I sponsor or co-sponsor the MFR Schedules listed in
Document No. 1 of my exhibit. The contents of these MFR
Schedules were derived from the business records of the
company and are true and correct to the best of my

information and belief.

HUMAN RESOURCE OVERVIEW

Q.

Please describe Tampa Electric’s Human Resource Department.

The company employs approximately 34 team members in the
Human Resource Department, which is divided into two areas:
Total Rewards and Human Resource Operations (“HR
Operations”). The Total Rewards area manages the Human
Resource Information System (“HRIS”), compensation, and
benefits. HR Operations is responsible for talent
acquisition, labor relations, training and development, and

change management.

Does the Human Resource Department provide human resource

services to affiliates of Tampa Electric?

C9-517
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Yes. Although Peoples Gas System, Inc. (“Peoples”) created
its own Human Resource Department in 2021, Tampa Electric’s
Human Resource Department provides shared services to
Peoples for all Total Rewards functions and limited support
for Talent Acquisition compliance and Talent Acquisition
system support. Additionally, the Tampa Electric team
provides limited support for the Learning Management
System. Tampa Electric does not provide human resource
services to any other member of the Emera Incorporated

family of companies.

Did the creation of a Human Resource Department at Peoples
impact the level of staffing in the Tampa Electric Human

Resource Department?

Yes, but minimally. Prior to 2021, Tampa Electric provided
shared services to Peoples for Learning and Development
programs. In 2021, Peoples’ Human Resource Department took
over Learning and Development, and Tampa Electric reduced

its Learning and Development team by two team members.

How are the capital additions and operations and maintenance
(“O&M”) expenses associated with the Human Resource
Department reflected in the minimum filing requirement

schedules and testimony in this case?

C9-518
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The company’s capital spending for the Human Resource
Department is modest and is discussed as part of Corporate
Capital by Tampa Electric witness Richard Latta. The Human
Resource Department’s O0O&M expenses are vreflected in
administrative and general expenses, which are also

discussed by Mr. Latta.

What 1s the goal of Tampa Electric’s Human Resource

Department?

Our purpose is to help the company achieve its goals by
getting the right people in the right roles with the right

training.

GUIDING PRINCIPLES

Q.

What are Tampa Electric’s strategic goals?

The company has three overall strategic goals: (1) create
new value for customers, (2) strengthen and modernize the
grid, and (3) provide <clean and reliable generation.
Achieving these goals requires operational excellence,
which means world class safety. Additionally, it requires
embracing innovation, using data and technology to make
smarter decisions for operations and customers,

continuously improving our business processes, and engaging
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with our communities as trusted partners. Our talent
philosophy, work culture, and leadership principles support

these strategic priorities.

What is Tampa Electric’s general philosophy for its team

members?

Tampa Electric wunderstands the company’s value to our
customers, communities and owners 1is guided by our team
members, who must be focused on meeting the needs of our
customers today and in the future. We want team members who
are committed to world-class safety and who work
relentlessly to be safe every moment of every day. The
company seeks to hire and retain skilled team members who
are committed to collaboration at a time when the electric
industry is changing rapidly. Our team members must embrace
innovations that safely and efficiently deliver clean and
reliable energy to our customers. We also want team members
who strive to cost-effectively deliver excellence in all

aspects of our operations.

What are the company’s core team member values?

Our core team member values include (1) putting safety above

all else; (2) putting customers at the center of everything

C9-520
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we do; (3) valuing candor, respect, and collaboration; (4)
caring for each other, the environment, and our
communities; and (5) setting high standards across the
company. These values are reflected in our Employee Code of
Conduct, which establishes a foundation for team member

integrity and high ethical standards.

Q. What principles does Tampa Electric strive to develop in
team members?

A. Tampa Electric seeks to develop seven leadership
competencies in 1ts managers and team members. These
competencies include:

1. Speaks Up on Safety, Health, and the Environment;
2. Takes Ownership and Acts with Integrity;

3. Drives Operational Excellence for Customers;

4., Builds Strong Collaborative Relationships;

5. Develops People and Teams;

6. Cultivates Innovation and Embraces Change; and

7. Thinks Strategically and Exercises Sound Judgment.

TEAM MEMBER OVERVIEW

Q. How many team members are employed by Tampa Electric?

A. Tampa Electric currently employs approximately 2,500

C9-521
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people. Document No. 2 of my exhibit shows how the company’s
employee count has changed since 2021 in total and by major
functional area. From 2021 to the end of the 2025 test year,
the company expects to add about 138 employees.
Approximately five will be dedicated to unregulated, below
the line activities, leaving about 133 new employees for
regulated functions. This amounts to a total average annual
increase of about 33 employees or an annual average increase
of about 1.5 percent. The employee count changes by
functional area are explained in the direct testimony of
Tampa Electric witnesses Carlos Aldazabal, Chip Whitworth,

Karen Sparkman, and Chris Heck.

Has Tampa Electric experienced challenges in the labor

market since 202172

Yes. During 2021 and 2022, Florida’s 1labor market
experienced a very low unemployment rate and an influx of
high-wage talent moving into the state, which combined to
create a very challenging recruiting environment.
Candidates demanded higher wages and more flexible work
arrangements, which made it more difficult to attract and
hire qualified employees. Tampa Electric responded to these
challenges by providing competitive compensation and

market-driven benefits.

C9-522
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Does Tampa Electric have team members that are members of

a collective bargaining unit?

Yes. Approximately 840 members of our team are part of a
collective bargaining unit. We have Collective Bargaining
Agreements (“CBA”) with two unions: the International
Brotherhood of Electrical Workers Local Union 108 (“IBEW”)
and the Office and Professional Employees International

Union Local 46 (“OPEIU”).

How is the compensation set for the team members that are

members of these two collective bargaining units?

Their compensation is set via a CBA, a contract between a
labor union and the company. The CBA governs working
conditions including wage scales, working hours, training,
health and safety, overtime, grievance mechanisms, and
rights to participate in workplace or company affairs. Most
of our “covered” team members are non-exempt, are paid by
the hour, and are eligible for overtime or shift

differential pay.

Does the company classify its employees in other ways?

Yes. Tampa Electric also has exempt, non-exempt, part-time,

C9-523
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and co-op student employees.

Q. What do “exempt” and “non-exempt” mean?

A. These terms refer to a team member’s status under applicable
wage and hour laws and regulations. Exempt team members are
not subject to the requirements of wage and hour laws, such
as provisions governing when overtime must be paid. We must
follow applicable wage and hour laws and regulations for

non-exempt team members.

Q. How many members of the company’s team are non-exempt?

A. Approximately 271 of Tampa Electric’s team members are non-

covered, non-exempt, and are paid on an hourly basis.

Q. How many team members are exempt?
A. Approximately 1,385 of the company’s team members are
professionals, supervisors, managers, department

directors, and officers who are non-covered, exempt, and

are paid on a salaried basis.

EMPLOYEE COMPENSATION

Q. What is Tampa Electric’s overall compensation philosophy?

C9-524
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Tampa Electric recognizes that a competitive pay program is
a critical component of a team member’s total compensation.
The company must have a reasonable and competitive
compensation program to attract and retain skilled team

members.

We evaluate the competitiveness of our pay program by
focusing on Total Direct Compensation, which includes base
pay (salary or hourly), short-term incentive plans
("STIP”), and long-term incentive plans (“LTIP”). All three
elements are important, serve specific purposes, and work

together.

Please describe the company’s general system for

compensating its team members.

Tampa Electric compensates its team members with a
combination of direct compensation and benefits. The direct
compensation element has three parts: base compensation,
short-term incentive compensation, and long-term incentive
compensation. Our benefits generally include different
types of health insurance plans, retirement plans, and
disability insurance. I will explain each of these
compensation elements and our benefits program in more

detail below.

C9-525
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All team members, whether hourly or salaried, are eligible
to participate in our benefits program and in our short-
term incentive pay program. The only exception is with our
part-time and certain co-op/student employees. In general,
department directors and officers are also eligible to
participate in our long-term incentive program. I will

describe these programs further in my testimony.

Tampa Electric’s compensation system reflects a pay for
performance model focused on total compensation that aligns
the interests of our team members and customers. We have
designed our compensation system to reflect market wvalues,
promote internal equity, and to be viewed as reasonable
when we establish the electric rates to be paid by our

customers.

Keeping the company’s compensation packages competitive
involves making an appropriate portion of a team member’s
total compensation “wvariable” or “at risk” through
incentive compensation programs that reward good
performance. Our incentive compensation programs encourage
our team members to focus on safety, reliability,
organizational performance, and improving the customer

experience.

C9-526
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TOTAL DIRECT COMPENSATION

BASE COMPENSATION

Q.

What is base compensation?

Base compensation (or base pay) 1is the pay team members

receive bi-weekly and is either hourly wages or a salary.

Do team members automatically get a base pay increase each

year?

Team members who are covered by a CBA are eligible for base
pay increases based on the applicable CBA. Non-covered team
members do not get automatic annual base pay increases but

are eligible for a merit increase.

Please explain the company’s process for making merit

increases.

The company has an annual merit review process that
identifies and encourages strong performance by giving team
members an opportunity for a base salary annual increase
based on individual performance. Our merit review process
enables the company to retain strong performing talent and

remain competitive with the market.

C9-527
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Our merit process 1is closely tied to our annual talent
management process by which we assess the overall
performance of each team member annually. The first part of
the process includes goal setting, and the second part

requires assessment or performance review.

At the beginning of each year, our team members establish
performance goals and reaffirm their position
accountabilities with their performance coaches. Tampa
Electric’s performance coaches work with team members to
ensure that an individual team member’s annual goals align
with the company’s annual objectives as set out in the
company’s STIP programs. They also ensure that a team
member’s position accountabilities align with the team

member’s specific role functions.

We conduct performance reviews for team members as the end
of the year approaches. Our performance coaches assess an
individual’s performance based on their goals and evaluate
a team member’s progress developing the Leadership
Competencies described above. We assess team members on a
five-point scale based on expectations: Significantly
Exceeds; Exceeds Many; Fully Meets; Meets Most; and Does

Not Meet Job Expectations: and Must Improve to Be Effective.

C9-528
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After the performance reviews are complete, performance
coaches can recommend a merit adjustment for each eligible
non-covered/non-union team member based on established
guidelines. The guidelines for recommending a merit
increase are based on the performance rating scale, the
position of the team member’s base salary within the base

salary grade range, and the annual merit budget.

Merit adjustments typically are a base pay increase;
however, a team member may not be eligible for a base salary
increase 1if the individual’s performance does not meet
expectations or if the team member’s base salary is already
positioned competitively relative to the salary grade mid-
point. The company’s officers review and approve each
proposed merit increase, and the President approves the

final total annual merit amount.

Are team members covered by a CBA eligible for merit

increases?

No. Team members covered by a CBA do not participate in
Tampa Electric’s merit process. The company negotiates with
each union during each contract cycle, and an annual base
wage adjustment is normally included in the final overall

agreement. Document No. 3 of my exhibit summarizes the base

C9-529
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wage adjustments for each union during the period 2021 to

2023.

SHORT-TERM INCENTIVE PLAN

Q.

Please describe the company’s short-term incentive plan, or

STIP.

Tampa Electric’s STIP compensates team members for the
achievement of annual company objectives. This wvariable
bonus plan incentivizes individual performance and
contribution to annual company goals. Achieving the STIP
objectives is intended to benefit customers, both directly

and indirectly.

The objectives for STIP center around performance in the

areas of (1) Safety; (2) People; (3) Customer Experience;

(4) Asset Management; and (5) Financial. The company’s

objectives in each of these areas are as follows:

1. Safety: Achieve World Class Safety by developing a
culture of safety leadership and a reduction in serious

injuries.

2. People: Develop the company’s human capabilities to
shape and achieve its strategic wvision by building

team member commitment, standardizing work processes,

C9-530
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and developing team members and leaders.

3. Customer Experience: Provide outstanding customer
service in ways that result in customer loyalty and
dedication by reaching high customer satisfaction
levels as measured by multiple key customer service

metrics.

4. Asset Management: Realize high operating performance
with a continued focus on safety, compliance, and

strategic growth.

5. Financial: Achieve solid financial results and

effective cash flow management.

Is there only one STIP applicable to all employees?

No, there are two plans. The first is called the Balanced
Scorecard (“BSC”). The second 1is called the Performance

Sharing Program (“PSP”).

Please describe the BSC.

The BSC is set each year with threshold, target, and stretch

goals for the company to achieve during the calendar year.

C9-531
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The percentage of variable pay potential is based on BSC
results, job grade, and individual team member performance.
All full-time team members excluding IBEW covered employees

are eligible to participate.

Please describe the PSP.

The PSP applies to IBEW covered employees and has a profit-
sharing component based on the company’s performance. The
PSP has an operations target of six percent, which includes
safety, employees, customer, operating performance, and
financial goals. The profit-sharing target is up to six
percent and is based on net income goals. The sum of these
two targets is the maximum potential PSP payout team members
may receive based on actual results and is calculated as
the achieved PSP percentage multiplied by a team member’s

eligible annual earnings.

LONG-TERM INCENTIVE PLAN

Q.

Please describe the company’s long-term incentive plan, or

LTIP.

Tampa FElectric’s LTIP 1s a compensation and retention
program for team members 1in key senior leadership

positions. The LTIP program encourages team members to

C9-532
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focus on long-term value for customers. The purpose of the
LTIP is to align the long-term incentive pay for senior
leaders with corporate and shareholder goals. LTIPs like
ours are commonly offered by companies that we compete with
for senior leadership talent. Our LTIP is an important part
of our competitive total compensation program for senior
leaders. Together with our base pay and STIP programs, our
LTIP allows Tampa Electric to attract and retain skilled

senior leaders.

LTIP is administered through the Emera Performance Share
Unit (“PSU”) Plan and the EMERA Restricted Share Unit
("RSU”) Plan. A PSU or RSU is an equity-based compensation
granted to team members and refers to a unit equivalent
value of an Emera common share. FEach grant has a
performance, or vesting, period of three calendar years.
Both PSU and RSU grants are affected by the Emera share
price. A PSU grant is subject to the achievement of pre-
determined financial objectives. At the end of the three-
year vesting or performance period, the grants for that
period are paid out. A PSU payout factor is a comparison of
Emera’s performance results against the financial
objectives set for that period. The purpose of these plans
is to align leaders’ long-term incentive pay with Emera

corporate goals that focus on creating and preserving long

C9-533
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term shareholder value, which in turn, is guided by creating
long term customer value. Each year, team members at the
director level or above are awarded PSUs Dbased on a

percentage of base pay.

REASONABLENESS OF TOTAL DIRECT COMPENSATION

Q.

You have explained that Total Direct Compensation (“TDC”)
consists of base pay, STIP, and LTIP. What is the company’s

“target” for TDC?

Tampa Electric targets the median (middle) of the market.
Using the market median is a compensation best practice and
is better than using the mean or average, because the median
is less sensitive to outliers in market data. Targeting the
median allows the company to balance its desire to hire and
retain quality team members with its desire to maintain

reasonable customer rates.

What tools does the company use to align TDC with the market

median?

In addition to Tampa Electric’s annual market assessments,
in 2019, we conducted a comprehensive compensation review
to align the company’s compensation system for non-covered

employees more closely to the market. The company used
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reports from third party independent consultants, Mercer
and Willis Tower Watson, and mapped every job to an external
benchmark. For the company’s skilled 1labor positions
covered by a CBA with the IBEW, we worked with Mercer on

obtaining market data as needed for select jobs.

What changes did the company make based on the last

comprehensive review conducted in 20197?

Based on the 2019 comprehensive review, Tampa Electric
adopted a new market-based salary scale in 2020. The company
consolidated 21 previous job grades into 11 grades, so each
grade now contains Jjobs similar in knowledge, skills, and
abilities. The company used average market references for
the benchmarked jobs by grade to create a mid-point salary
for each grade, and then established salary ranges by grade
equal to 20 percent above and below the mid-point. The
resulting salary scales allow the company to set a team
member’s salary within the applicable range based on the
team member’s mastery of the role, critical skills, and
performance for the Jjob. Our salary scale is now more
efficient to administer, provides greater internal equity,
and maintains our average total annual compensation for
benchmarked exempt and non-covered/non-exempt ("NC/NE")

positions relative to the market median (50th percentile).

C9-535
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Document No. 4 of my exhibit provides more information about

the results of Tampa Electric’s review.

How does Tampa Electric's TDC compare to the market?

Tampa Electric’s TDC was 99.5 percent of the market median

in December 2023.

What evidence supports this statement?

As previously discussed, the company performed a detailed
benchmarking analysis of TDC (fixed and variable) in 2019,
and undertakes an internal analysis at least biennially.
The company completed its most recent analysis in 2023. Our
periodic benchmarking analyses involves market comparisons
for a core group of Jjobs defined as “benchmark jobs.”
Benchmark jobs include exempt and NC/NE jobs that match a
Tampa Electric job. This type of benchmarking analysis is
standard throughout the industry when a market-based
compensation system is used. The company’s 99.5 percent
score 1in relation to the market median is reflected in

Document No. 4 of my exhibit.

Do you have analyses showing how Tampa Electric’s salary

levels compare to the market over time?

C9-536
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Yes. Document Nos. 5 and 6 of my exhibit show the overall
annual percentage increase used by Tampa Electric in its
annual merit pay program has averaged 0.6 percent below key
market indices over the period 2021 to 2023. In addition,
the percent increase for each year has consistently been at

or below the average rates of key market indices.

Has the company made any other comparisons that support the

reasonableness of its salary and wage levels?

Yes. We compared Tampa Electric’s total salaries and wages
to 15 other utilities in the Southeastern United States as
reported in the Federal Energy Regulatory Commission
("FERC”) Form-1 annual report for 2022. This analysis
focused on total salaries and wages as a percentage of total
operations and maintenance expenses. Tampa Electric’s
percentage is close to the median for this benchmark group

as shown on Document No. 7 of my exhibit.

Are the company’s compensation systems and levels
reasonable considering the recent economic changes and

current unemployment levels?

Yes. Attracting and retaining a qualified work force over

the long term is one of the many challenges facing the
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entire utility industry. Because of this challenge, our
compensation system must look beyond temporary market
disturbances/conditions that include low unemployment and
focus on the competitive environment for many of the skills
needed for the future. For example, our industry is evolving
and customer expectations are changing, so we are investing
in digital and information technology to improve the
customer experience. Because of this evolution, Tampa
Electric finds itself competing for talent with high

technology companies, not just other utilities.

These changing dynamics make ensuring the company has a
competitive compensation system for the long-term more
important than ever. Without competitive salaries and
wages, the company will lose well-qualified and talented
team members and have a difficult time attracting
prospective talent. Although a certain amount of employee
turnover may be healthy, excessive turnover can negatively

affect the level of service Tampa Electric provides to our

customers.
BENEFITS
Q. Describe the company’s benefits package.
A.

The company’s benefits package is designed to ma&Pt j a
9538
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competitive position within the market so the company can
attract, retain, and develop competent and qualified team
members. Our benefits package includes consumer driven
plans, including: (1) health plans; (2) pharmacy plans; (3)
employee family assistance plans; (4) dental and vision
plans; (5) flexible Dbenefit plans (Healthcare FSA,

Dependent Care FSA, and Transportation and Parking FSA);

(6) life insurance (basic, supplemental, spouse, and
child); (7) accidental death and dismemberment (basic and
supplemental) ; (8) 1long-term care insurance; (9) paid
parental leave; (10) group retirement plans; (11) long-term

disability; and (12) retiree medical. Document No. 8 of my

exhibit includes a more detailed description of these plans.

How does Tampa Electric manage the design and cost of its

benefit programs?

Tampa Electric has an experienced internal human resource
(“"HR”) team that is actively involved 1in benefit plan
management. The HR team partners with Mercer to identify
and address issues efficiently and implement solutions that

operate the benefit programs effectively.

While the company has a broad benefit program, the cost is

driven by two main components - medical and pharmacy

C9-539
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programs. Tampa Electric uses data from Mercer to ensure it
is aware of its competitive positioning on an ongoing basis.
Mercer provides benchmarking data for the benefit program,
updated annually, that includes both design details as well
as program cost data. The cost data includes employee
contributions as well as the company’s gross and net costs.
The company compares this data to its own information. Thus,
Tampa Electric consistently knows the programs' competitive
positioning relative to relevant peer groups (e.g.,

industry, geography, etc.).

To manage the cost of the medical program, Tampa Electric
employs the Blue Cross and Blue Shield (“BCBS”) medical
management program and the patient care connection (“PCC”)
program. These programs identify and manage patients with
chronic and acute conditions who are most likely to increase
costs. These programs work with the affected family as well
as medical providers to ensure optimal treatment in the

most cost-effective setting.

For pharmacy cost management, Tampa Electric participates
in a collective purchasing arrangement, which capitalizes
on the purchasing power of over a million members to achieve
lower 1ingredient access cost and maximized net cost

efficiency.

C9-540
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All health providers are routinely evaluated for ongoing
cost management effectiveness through discount analyses
across all relevant vendors. The company uses competitive
bidding exercises every three to five years and routine
audits to ensure claims are processing accurately according

to plan design.

HEALTHCARE BENEFITS

Q.

How does the company evaluate the design and cost of its

health care programs?

Tampa Electric evaluates the design and costs through
benchmark data provided by Mercer. The company can evaluate
competitive positioning with regard to plan design,
employee contributions, and aggregate costs, against
multiple comparison groups. Benchmark data is available for
all of Tampa Electric’s benefit plans. The company’s
position relative to these benchmarks is then compared to
the company’s desired position as dictated by its total
rewards philosophies, and adjustments are made as needed.
Document No. 10 of my exhibit shows the average annual

health benefits cost per employee.

The company operates 1its health plans with appropriate

fiduciary due diligence. Tampa Electric employs Mercer,

C9-541
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which wuses underwriting techniques based on actuarial
guidelines to project the future costs for the self-funded
plans. The key factor in projecting future results is the
prior experience of a group, especially when the group
consists of a large population. The process of forecasting
past claims experience into the future considers plan
designs, member demographics, trends, and group
credibility. These processes are widely accepted within the
insurance market as the standard for establishing budget
and premium levels that are appropriate to cover future

risks.

Has the company evaluated its healthcare plan against the

market?

Yes. The company annually benchmarks its medical, pharmacy,
and dental plans using Mercer’s proprietary databases.
Additionally, based on the results from Mercer’s Benefits
Valuation Analysis (“BVA”), as shown in Document No. 9, the
company’s relative value index score of 100 (median wvalue)
for medical and 116 (above median wvalue) for dental
indicates market competitiveness for medical, and above
market positioning for dental, because the company provides

a richer dental plan compared to the median plan.
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How does the company’s healthcare plan compare to industry

standards?

As shown in Document No. 9, the company uses Mercer’s BVA.
The BVA displays a series of charts that show a company’s
benefit plan market wvalue compared to those of peer
organizations. Mercer displays the data by plan grouping,
and by plan, based on Mercer’s national composite
workforce, which consists of generic employee profiles that
represent a typical employee population. The relative value
is determined wusing consistently applied assumptions to
estimate the dollar wvalue attributed to all Dbenefits
offered by the employer - it is not equivalent to direct
employer costs. This approach removes 1influences of
negotiating power, utilization, and other factors tied to
cost so that the focus is on the value determined by plan
design and employee cost-share. The group used for the
comparison includes 25 wutility companies with annual
billion billion
revenues that range from $4.2 miliion to $14.4 millien as
well as 545 For-Profit Companies that are similar in size.
To compare Tampa Electric’s competitive position relative
to the peer group, the charts referenced in Document No. 8
show where Tampa Electric leads and lags according to the
following criteria:

e Values: Shows the range of dollar values for all

C9-543
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organizations in the peer group.

e Rank: Identifies your organization’s plan value
position relative to the peer group values.

e Quartile: Shows the distribution of the peer group’s
plan values by showing the 1st and 3rd quartiles and
median dollar wvalues.

e TIndex: Illustrates the relationship of your benefit
values to the median wvalues of the peer group (the

median value equals an index of 100).

The charts reflect the average of the national composite
workforce and the company’s position is described in terms
of the index:

e Above Median: Index of 106 and above.

e Aligned with Median: Index between 95 and 105.

e Below Median: Index of 94 and below.

The company’s BVA Index score for its health benefit program
is 101, which indicates the company’s plan provisions and

cost share fall near the median of the peer group.

What factors are driving healthcare costs in the United

States (YU.S.”)?

The main reasons for increased medical cost in the U.S. are

C9-544
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(1) inflation in unit prices; (2) increases in the use of
services (primarily due to population aging and the overall
deterioration of the health of U.S. citizens); (3) the
availability of advanced medical technology; and (4) the
expense of high-cost claimants. The increases in cost for
prescription drugs are similar, with specialty drugs
representing a disproportionately higher percentage of the
cost increases than non-specialty drugs. Key trend indices
include new drug innovations, legislative changes, and

patent expirations.

The current environment of higher inflation may impact
healthcare costs, so there 1s still reason to consider
potential additional inflation impact on trend for the 2024-
2025 plan years. Given the multi-year nature of provider
contracts, it is taking time for the full impact of inflation
to emerge. By the end of 2024, we will be at the end of a
three-year period where a majority of contracts may have
been renewed during an elevated inflationary environment.
Those contract negotiations during 2023, 2024 and into 2025
will have the Dbenefit of hindsight in securing higher
increases to mitigate historically persistent inflationary
pressures. Ultimately, the cost increases negotiated by the
carriers with network facilities and providers will be a key

determinant of the magnitude of inflationary impact. Tampa
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Electric 1is projecting an increase for its health benefit
costs in 2023 and beyond. The projected increase in Tampa
Electric’s healthcare costs is consistent with and caused
by the same factors at work for healthcare costs in the U.S.

generally.

What specific actions has Tampa Electric taken to ensure

its healthcare costs are reasonable?

Through Tampa Electric’s partnerships with industry experts
such as Mercer and BCBS, the company has implemented
initiatives to ensure its healthcare costs are reasonable.
These initiatives include:

e TImplementation of a pricing strategy to encourage cost
effective plan selections;

e Annual review and increase in the monthly team member
contributions;

e Promotion of team member and retiree awareness and
education so that they can be smart consumers of the
healthcare options available in their healthcare plans
(i.e., health advocacy, telemedicine, carrier
resources) ;

e Provision of the comprehensive disease management
Personal Care Connections program for team members, which

includes health coaching, to facilitate the effective

C9-546
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medical treatment of plan participants with specific
diseases that, if not properly managed, can generate
expensive claim costs;

e Vendor analyses and determination that BCBS continues to
show favorable results in cost containment due to network
discounts, network breadth, and wellness credits;

e A prescription coverage collective financial review,
confirming the current vendor offered the most
competitive pricing and was the least disruptive.

e Annual benchmarking of healthcare programs to ensure

value and competitiveness is reasonable.

How does the increase in Tampa Electric’s healthcare costs
per team member from 2021 to 2023 compare to the average

national increase for those years?

For 2021, Tampa Electric’s medical and dental costs for
active team members were $31.7 million, or $13,163 per
active team member. In 2023, Tampa Electric’s medical and
dental costs for active team members were $29.6 million, or
511,863 per team member, a decrease of 9.9 percent compared
to 2021. According to Mercer’s National Survey of Employer-
Sponsored Health Plans, the national increase in health
benefit costs in 2021 and 2023 was an average increase of

4.9 percent; 6.2 percent with no plan changes.

C9-547
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PENSION AND RETIREMENT BENEFITS

Q.

Please describe the pension and retirement savings plans

and how they compare to industry standards?

Tampa Electric’s team members participate in the following

TECO retirement plans:

1.

TECO Energy Group Retirement Plan (a qualified defined
benefit pension plan). Eligible team members become a
participant on the first day of the month after
completing a year of employment provided the team member
is age 21 by that date. If not age 21 at that time, the
team member will become a plan participant on the first

day of the month after reaching age 21.

Active participants earn a portion of the benefit each
year. The benefit earned at any point in time is called
an accrued benefit. Once a team member has completed
three vyears of service or reaches age 65 (whichever
occurs first) while a Tampa Electric employee, they
receive this benefit even if they leave the company

before retirement.

The following are the formulas based on when the

employee became a participant in the plan.

C9-548
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Prior Plan Formula - This is the formula that was
in effect on June 30, 2001. The benefit is defined
as a monthly annuity, based on final average annual
earnings, the employee’s service up to a maximum
of 35 years, and covered tax base. The prior plan

formula is used for grandfathered participants.

Grandfathered Participant - If the employee was an
active participant in the plan on July 1, 2001 and
was age 40 or older on that date; the employee is
considered a grandfathered participant. As a
grandfathered participant, these special
provisions apply:

o The benefit will be determined in two ways:
(1) under the pension equity formula, as if
that formula had been in effect throughout
the employee’s career with the company and
(2) under the prior plan formula, as if that
formula had remained in effect throughout the
employee’s career with the company. Whichever
formula provides the employee with the higher

benefit is the formula that will apply.

Pension Equity Formula - This formula went into

effect on July 1, 2001 when the retirement plan

C9-549
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benefit formula was converted to a pension equity
formula. Under this type of formula, the benefit
is defined as a lump sum based on cumulative
credits at retirement or termination, multiplied
by final average annual earnings. Credits increase
with age and service. This is the formula that is
used to determine the benefit for anyone who became
a participant after July 1, 2001 and for all future
benefits for any participant in the plan on July

1, 2001 who was under age 40.

IBEW CBA Employees - Benefit accruals for
participants who are covered by the IBEW CBA were
frozen as of October 21, 2019. This means that
benefits were determined for these participants
using their final average earnings and pension
credits as determined as of October 21, 2019 (and
for any period after October 21, 2019 that they
are not covered by the IBEW CBA and are otherwise

eligible to participate in the plan).

Employees who are hired on or after October 21,
2019 and are covered by the IBEW CBA will not be
eligible to participate in the plan for so long as

they are covered by the IBEW CBA.

C9-550
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TECO Energy Group Retirement Savings Plan (a qualified
defined contribution 401k plan). Team members also
participate in this 401k plan. New team members who do
not make an enrollment election or opt out of the plan
participation within 30 days of their hire date are
automatically enrolled in the plan effective with the
first payroll period after 30 days of employment,
contributing six percent of applicable compensation on
a pretax basis and invested in the Vanguard Target
Retirement Fund that most closely matches their

retirement date.

Team members can contribute on a pre-tax or after-tax
basis from one percent to 50 percent of eligible
compensation. Eligible compensation includes base pay,
bonus, incentive, commission, and overtime earnings.
Team members can make changes to their contributions at

any time.

The company matches $0.75 for every $1 the employee
contributes, up to the first six percent of their pay
per pay period. Fixed matching contributions are made
to the team member’s account each pay period and are
automatically invested in the same manner as the team

member’s contributions to the plan.

C9-551
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The company adds a performance match based upon the
achievement of certain business financial goals, up to
$0.25 for every $1 a team member contributes, up to the
first six percent of their pay per pay period. The
performance match is paid in the first quarter of the
year for the previous year and is automatically invested
in the same manner as the team member’s fixed matching

contributions.

The fixed match and the performance match result in a
potential match of $1 for every $1 contributed to the
plan, up to the first six percent of the team member’s

pay per pay period.

IBEW CBA Employees — Employees covered by the IBEW CBA
(other than *grandfathered members) will not be eligible

for the fixed match or the performance match.

Employees covered Dby the IBEW CBA (other than
grandfathered members) will be eligible to receive a
non-elective employer contribution on a bi-weekly basis
equal to a percentage of the member's compensation for

that period (the IBEW member contribution).

The percentage will be based on years of tenure, as

C9-552
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follows:
Years of Tenure % of Compensation
0.00 —4.99 years 6%
5.00 — 10.99 years 12%
11.00 - 20.99 years 14%
21.00 —30.99 years 18%
31.00+ years 21%

Grandfathered members are those IBEW CBA-covered
employees who were members in the TECO Energy Group
Retirement Plan on July 1, 2001 and attained age 40 on

or before July 1, 2001.

TECO Energy Group Benefit Restoration Plan (a
nonqualified defined benefit pension plan). The TECO
Energy Group Restoration Plan provides non-qualified
benefits for team members who receive pensionable
earnings over the annual pay limit, determined by IRS

401 (a)17) .

Team members whose employment status is grade 11 and
above and who are a member of a Y“select group of
management” team members within the meaning of ERISA

Section 201 (2) are eligible to participate in the plan.

TECO Energy Group Supplemental Executive Retirement Plan

(“"SERP”) (a nonqualified defined benefit pension plan):

C9-553
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The TECO Energy Group SERP is a closed plan with no
actively employed participants. The company has less

than 15 retired members that are currently in pay status.

5. TECO Energy Group Postretirement Health and Welfare Plan

(a retiree medical plan):

The company provides access to the retiree healthcare
plans and company paid basic life insurance coverage to

eligible retirees.

Employees hired prior to April 1, 2010 that elect to
continue medical coverage under the terms of the TECO Energy
Retiree Group Health Plan, receive a fixed-dollar amount,
known as a Retiree Healthcare Defined Dollar Benefit (“DDB”)
Credit that off-sets the monthly cost for medical coverage.
This credit (no cash wvalue) 1s based on age and years of

service at the time of retirement.

How does the company evaluate these plans for

reasonableness?

Tampa Electric uses Mercer to evaluate the competitive
positioning of these qualified pension and savings plans.

Mercer conducted a benchmarking study of 25 peer companies

C9-554
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in 2023 and found that 11, including Tampa Electric, provide
an active defined benefit plan to newly hired non-union
team members. Of the plans that are offered today, the value
of Tampa Electric’s combined and defined contribution
program for non-union team members is at the 50th percentile

of all 26 companies in the peer group.

How does Tampa Electric's pension plan and retirement

savings plan compare to industry standards?

As shown in Document No. 9 of my exhibit, based on the
results from the 2023 Mercer Benefits Valuation study,
Tampa Electric’s relative wvalue 1index score for the
combination of the defined benefit and defined contribution
plans is 102 for non-union (Exempt and NC/NE) team members
and 143 for IBEW union team members. Both are above the
index median of 100. This means that the company’s defined
benefit and defined contribution plans are competitive

relative to its peers.

Is it common to use an independent actuarial firm to compute

pension and post-retirement benefit costs?

Yes. Based on the Dbenefits provided and -employee

demographics, an actuary for a defined benefit plan

C9-555
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estimates the wvalue of employer obligations. The
calculation of liabilities <considers several complex
variables including expected future compensation increases,
asset returns, rates of retirement, disability, death, and
other reasons for termination. Actuaries use historical
data and future expectations to make assumptions for these
variables. Actuaries for defined benefit plans also ensure
the employer is following laws and regulations regarding
pension plans. This includes the timely certification of
minimum contributions and the funded status wunder The
Employee Retirement Income Security Act of 1974 (“ERISA”).
As there are extensive wvariables and regulations to
consider, it is common and often necessary for companies to
engage actuarial firms to compute ©pension and post-

retirement benefit costs.

Do the actuarial assumptions and methods provide a
reasonable basis for determining the level of pension costs

to be included in the company’s operating cost?

Yes. The actuarial assumptions and methods are reasonable
and consistent with Financial Accounting Standards Board
("FASB”) standards and industry practice and provide a
reasonable basis for determining the level of pension cost

included in Tampa Electric’s cost of service studies. The
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company’s pension costs are reflected in MFR Schedule C-17.

TEST YEAR TOTAL COMPENSATION EXPENSES
What is the general basis for the company’s projection of

its human resource needs in 2024 and 202572

Our employee projections are based on the resource needs
across operations so that we meet our strategic priorities
and better serve our customers. As previously noted, we
only added 138 new employee positions since 2021. We project
to increase our employee count by 54 employees in 2024 for
a total of 2,547, or about two percent. We also project
that our employee count will remain constant at 2,547 in
2025. These changes are shown on Document No. 2 of my
exhibit. These projected employee levels will allow the
company to continue to support our customers with skilled
professionals who can provide reliable, efficient, and

customer—-focused services.

What actions has Tampa Electric taken since its last base

rate case in 2021 to control the number of employees?

The company requires business case and management approvals
as high as the President and Chief Executive Officer for

all new positions. Additionally, when a role becomes vacant,

C9-557
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the company only fills the position if there is a business

need.

What number of employees should be approved for ratemaking

purposes for the 2025 test year?

The company projects the average number of team members for
2025 to be 2,547. The projected 0O&M impact from adding team
members in 2024 and 2025 is shown on MFR Schedule C-35

sponsored by Tampa Electric witness Jeff Chronister.

What is the projected gross average salary per active team

member for the 2025 test year?

Tampa Electric’s 2025 budgeted gross average salary per
active team member is $116,217 as compared to $108,017 in
2021. This represents an increase of 7.6 percent since 2021
and an average growth rate of 2 percent per vyear. This
average annual growth rate is consistent with the average
of actual and forecasted CPI included in Schedule C-35 for

the period from 2021 - 2025.

What is the projected average payroll and fringe cost per

employee for the 2025 test year?

C9-558
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Tampa Electric’s 2025 budgeted average payroll and fringe
cost per active team member is $147,982 as compared to
$142,383 in 2021. This represents an increase of 3.9 percent
since 2021 and an average growth rate of 1 percent per year.
The annual growth rate is consistent with the average actual
and forecasted CPI included in MFR Schedule C-35 for the

period from 2021 - 2025.

You testified that the company’s TDC in 2025 is reasonable
and explained why. What level of merit increases 1is the

company projecting for 2023, 2024, and 20257

The 2023 to 2024 merit increase 1is 3.75 percent and the
merit increases for 2024 to 2025 are projected to be 3.75
percent. These increases are reflected in the base pay
component of projected 2024 salary and wages expenses. Based
on national market sources such as Mercer, World at Work,
and Gartner, increases are trending at approximately 3.5 -

4 percent.

What is the company’s projected STIP cost for 2025 and how

does that amount compare to the 2023 historic base year?

The company’s projected STIP cost for the 2025 test year

will be $28.2 million and is reasonable. This projected

C9-559
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amount was calculated assuming that the target goals will
be met, but not exceeded. The 2025 projected amount is more
than the 2023 historic base year short-term incentive
compensation expense of $26.2 million, which was lower than
normal and budget because the company did not exceed its

target goals in 2023.

What is the company’s projected LTIP cost for the 2025
projected test year as compared to the 2023 historic base

year?

The company’s projected LTIP cost for the projected test
year 1s approximately $6.83 million, which is higher than

the 2023 cost of $4.00 million.

Taken together, are the 2025 projected amounts for base

pay, STIP and LTIP (i.e., TDC) reasonable?

Yes. As previously indicated, the market wvalue of our TDC
expense is 99.5 percent of the market median, which implies
that we are paying within the market median and in support
of our compensation philosophy that attracts, retains,
develops, and rewards talent. In addition, we monitor our

pay practices to ensure they conform with policy guidelines.

C9-560
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What level of payroll cost increases for covered employees

were included in projected payroll costs for 20257

The company used the negotiated increases included in the
current CBA to calculate payroll increases for covered
employees. The increases reflected in CBA for IBEW Local
108 are as follows: 1.00 percent for 2019, 2.00 percent for
2020, 3.00 percent for 2021, 3.25 percent for 2022, and
3.50 percent for 2023. This CBA expires March 31, 2024, and
is currently being negotiated. We forecasted the 2024 and
2025 increases Dbased on market survey data, so the
forecasted expense amounts for 2025 are market-based and

reasonable.

We concluded our negotiations with OPEIU Local 46 at the
end of 2020. The resulting CBA contains the following base
rate increases: 3.00 percent for 2021, 2.75 percent for
2022, and 2.75 percent for 2023. This CBA expired December
31, 2023; however, a payroll increase of 3.0 percent was
negotiated for 2024. The CBA will be negotiated in quarter
three of 2024. We forecasted the 2025 increase using market
data, so the 2025 expense amount 1is market-based and is

reasonable.

What is the company’s gross benefits cost for the 2025

C9-561
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projected test year as compared to 20237

Tampa Electric’s total gross benefits cost is projected to
be approximately $80.9 million in 2025. This amount 1is
reasonable. The company’s total benefits cost in 2023 was
$72.8 million. The change 1is primarily due to increased
projected healthcare costs for active team members and
increased projected pension costs. The factors causing
these increased costs are further described below. Despite
the expected increases in healthcare related costs from
2023 through 2025, Tampa Electric’s overall ability to
control benefit costs has contributed to total projected
Administrative & General costs in the test year falling

below the benchmark, as outlined in MFR Schedule C-37.

How do the gross benefits costs compare with the amounts
the company has included in 0O&M FERC Account 926 Pension

and Benefits?

Tampa Electric’s pension and benefits costs in 0O&M FERC
Account 926 are projected to be approximately $42.36
million in 2025 as compared to $36.06 million in 2023.
Because 0&M expense is credited for amount of benefits that
are charged to capital to reflect full labor cost, the

amount in FERC Account 926 is lower than the gross benefits

C9-562
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cost.

What is the company’s projected healthcare cost for the

2025 test year?

Tampa Electric’s 2025 budgeted healthcare costs for active
team members, including medical and dental expenses, is
$33.72 million. The company received an actuarial estimate
from Mercer that supports this level of expense. The growth
in medical and dental expenses from 2023 to 2025 is 14.1
percent and an average growth rate of 6.8 percent per year.
This average growth rate is below the national medical cost
trend rate of 7.5 percent per year. Based on the above,

this level of budgeted cost is reasonable.

The company also provides post-retirement healthcare
benefits and projects its expense levels based on actuarial
calculations, similar to ©pension expense. The 2025
projected amount for active employees of approximately
$2.00 million is based on Mercer’s actuarial projection and
is reasonable. The 2023 post-retirement expense for active
employees was approximately $1.90 million, which reflects
an increase of $102,000 from 2023 to 2025. These costs are

reflected on MFR Schedule C-35.
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Did the company observe any unusual activity in medical and

dental expenses from the period 2020 to 20237

Yes. From 2020 to 2023, the company observed (1) the impact
on medical and dental expense as a result of the disruption
in access to care during the COVID-19 pandemic; and (2) a

sharp rise in the utilization of high-cost specialty drugs.

During the COVID-19 pandemic, there was a significant
amount of unusual activity in medical and dental expenses
across the U.S. for all health plans. These activities
primarily included (1) disruptions in the usual access to
medical care and a corresponding reduction in claims
activity; and (2) a significant decline in healthcare

spending overall.

Because Tampa Electric’s team members were deemed
“essential workers” and required to work during this time,
the company did not experience a decline in claims activity
as significantly as other organizations. The diminished
ability to access care during the pandemic had a negative
impact for many medical plan participants 1in delayed
disease detection and diagnosis. This diminished access
contributed to higher unusual claims activity than the

company’s historical experience, with a smaller claims

C9-564
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volume 1in 2020, an increased volume 1in 2021, and a

normalized volume in 2022.

Another factor impacting claims volume and the ability to
predict the number of claims is the rise in specialty drug
claims. Specialty drugs are generally high-cost drugs,
difficult to handle or administer, and that treat complex
conditions. Once an uncommon occurrence, sSpecialty drug
claims have become increasingly more frequent due to the
prevalence in their wutilization. The cost of specialty
drugs has increased sharply over the past few years and
continues to rise. Specialty drug claims and their
associated costs are approximately 40 percent of Tampa
Electric’s overall pharmacy claim spend. Claims are
expected to increase due to reasons including, but not
limited to, innovations in technology, continued biosimilar
launches, new cellular and gene therapy entrants, and
ongoing increased evolution and utilization of weight loss

treatments (GLP-1) - which will impact medical plan costs.

What is the company’s retirement expense for pension and

retirement savings in the 2025 projected test year?

The total retirement expense for pension in the 2025

projected test year is $1.45 million. This includes $1.22

C9-565
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million for the Retirement Plan, $106,816 for the SERP, and
$129,649 for the Restoration Plan. The total retirement
expense for pension in the 2023 historical prior year 1is
$921,906. This includes $1.60 million of income for the
Retirement Plan, $1.32 million of expense for the SERP, and
$1.20 million of expense for the Restoration Plan. As a
result of our actuarial wvaluation, pension expense is
expected to increase by $531,946 from 2023 to 2025. The
major reasons for this cost increase are an increase 1in
pension expense due to the phasing in of significant 2022
asset losses over five years partially offset by a decrease
in SERP and Restoration plan expense as no retirements or

settlement expense are assumed in 2025.

The projected pension expenses are based on actuarial
studies, are reasonable, and are included in FERC Account

926 as shown on MFR Schedule C-17.

What amount of projected test year salaries and benefits
expense, including incentive compensation, should Dbe

approved for the 2025 projected test year?

As outlined in MFR Schedule C-35, Tampa Electric’s total
compensation and benefits cost 1is projected to be $376.9

million for 2025.

C9-566
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Is this amount reasonable?

Yes. As noted above, the company benchmarks its total
compensation and benefits costs against applicable markets
using relevant utility benchmarks for both compensation and
benefits, and those costs come in at the median of the
market. Furthermore, we have salaries that are at the median
of the market and that support our compensation philosophy
that attracts, retains, develops, and rewards talent. In
addition, the company monitors its pay practices to ensure

they conform with policy guidelines.

SUMMARY

Q.

Please summarize your prepared direct testimony.

Tampa Electric’s total compensation package 1is reasonable
and benefits customers by ensuring the company attracts and
retains skilled, talented, and customer-focused team
members that safely deliver reliable service for our
customers. Tampa Electric’s pay program is structured to be
at the market median and is based on total direct
compensation. Additionally, the company’s benefits and
retirement programs are reasonable and competitive and
allow the company to retain and attract high quality team

members who are committed to safely providing eﬁiif%ﬁgﬁ,
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reliable service to Tampa Electric’s customers.

Does this conclude your prepared direct testimony?

Yes, 1t does.

55

1428
C9-568

C9-568




1429

1 (Whereupon, prefiled rebuttal testinony of

2 Marian Cacciatore was inserted.)

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



1430
D6-394

e

AN EMERA COMPANY

BEFORE THE

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 20240026-EI

PETITION FOR RATE INCREASE
BY TAMPA ELECTRIC COMPANY

REBUTTAL TESTIMONY
OF
MARIAN CACCIATORE

D6-394




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1431
D6-395

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
REBUTTAL TESTIMONY
OF

MARIAN CACCIATORE

Please state your name, address, occupation and employer.

My name is Marian Cacciatore. My business address is 702

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

by Tampa Electric Company (“Tampa Electric” or the

“company”) as Vice President of Human Resources.

Are vyou the same Marian Cacciatore who filed direct

testimony in this proceeding?

Yes.

Have your title and duties and responsibilities changed

since the company filed your prepared direct testimony on

April 2, 20247

No.

What are the purposes of your rebuttal testimony?

D6-395
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My rebuttal testimony has two purposes. I will address
criticisms of Florida Rising and League of United Latin
American Citizens’ (“LULAC”) witness Karl Rabago and the
Office of Public Counsel’s (“OPC”) witness Lane Kollen
related to the company’s request for recovery of variable
incentive compensation costs for the 2025 test year. I
will also address certain points made by Mr. Kollen
regarding rate recovery of Supplemental Executive

Retirement Plan (“SERP”) expense.

TOTAL COMPENSATION
Do you have a general observation about the positions on
incentive compensation reflected in the testimony of

witnesses Rabago and Kollen?

Yes. With the exception of OPC’s position on the company’s
SERP, which is a $107,000 issue, neither witness
challenged the company’s proposed total compensation
level 1in 2025 as unreasonable. OPC has challenged the
amount of total payroll costs being capitalized, and the
two witnesses have raised issues about how the wvariable
incentive-based components of the company’ s total
compensation have been designed, but neither has claimed

that the total amount of projected compensation expense

in the 2025 test year is unreasonable.

D6-396
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As noted in my direct testimony, Tampa Electric’s goal is
to set total compensation levels for its employees (the
total of base pay, short-term variable incentive, and
long-term variable incentive) at the median (middle) of
the market, and its total compensation was 99.5 percent
of the market median as of December 2023. This shows that
our total compensation for the 2025 test year, which was
based on reasonable escalations of 2023 actuals, 1is
reasonable. In the remainder of my testimony, I will
explain why the design of the variable incentive-based
components of the company’s total compensation package is
reasonable and these costs are reasonable and prudent 2025

test year costs that should be recovered.

VARIABLE INCENTIVE COMPENSATION
Why does the company include wvariable short- and long-
term incentive compensation as part of the compensation

system for its employees?
The company compensates 1its employees using variable
short- and long-term incentive compensation plans for

numerous reasons.

First, performance-based variable compensation plans are

commonly used by companies that operate in the United

D6-397
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States, so the company needs such plans to effectively
attract and retain employees that will enable the company
to effectively serve its customers. Market data from the
2023 Mercer Benchmark Database and Total Renumeration
Survey shows that 80 percent of United States-based
companies include a variable bonus as part of their total
compensation package. Tampa Electric cannot compete in
the current highly competitive labor market without a
comparable, market-based cash incentive compensation

program.

Second, eliminating variable, performance-based
compensation would require the company to increase base
pay and other fixed-cost programs, which would ultimately
lead to higher costs and could negatively impact

performance.

Third, variable performance-based incentive compensation
plans are a powerful tool for motivating employees. The
company’s Short-Term Incentive Plan (“STIP”) includes
safety, employee engagement and retention, customer
service, reliability, cyber security, fleet efficiency,
and financial performance goals. The company publishes

its STIP goals on its “Balanced Scorecard,” a name that

reflects the work employees, managers, and officers do

D6-398
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every day to balance the competing priorities associated
with providing high quality service to customers at
reasonable rates. Including financial performance goals
as part of the STIP is reasonable because it would be
irresponsible to ask employees to ignore Tampa Electric’s
financial health. Strong financial performance ultimately
benefits the company’s customers, because it promotes
safe and reliable service and provides access to capital

at lower costs.

Do you agree with Mr. Kollen’s recommendation for the

Florida Public Service Commission (“"Commission”) to
disallow the Long-Term Incentive Plan (“LTIP”)
compensation expense tied to Emera’s financial
performance?

No. The LTIP is an important element of the company’s
overall compensation program that allows the company to
be competitive in the labor market to attract and retain
a high-quality skilled workforce. Stock-based wvariable
incentive compensation programs are common in the
industry. The LTIP in this case incents Tampa Electric’s
participating executives to be aware of and support the

financial health of Emera, which is important, because

Emera 1s the company’s source of equity capital.
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Disallowing the costs associated with the company’s LTIP
would require the company to re-design its compensation
structure and replace LTIP with higher fixed base pay,
which would ultimately drive up costs to the company and

its customers.

Are there other reasons to reject Mr. Kollen’s LTIP

proposal?

Yes. Mr. Kollen has presented no evidence that denying
cost recovery of the LTIP element of the company’s total
compensation program will not harm the company’s ability
to attract and retain executive team members who are
responsible for ensuring that the company meets its
obligations to its customers. His position ignores the
fact that LTIP costs the company incurs are a cost of
providing service to customers and should be paid for by
customers. His position also falsely presumes that Tampa
Electric’s customers have no interest in the financial
health of Tampa Electric and its parent company. The LTIP
is a small part of the company’s total compensation
package that properly recognizes that the financial
health of Tampa Electric and its parent are important to

the company, its employees, and its customers.

D6-400
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On page 15 and 16 of Mr. Kollen’s testimony, he states
that the Commission’s historic practice is to disallow
incentive compensation expense that is tied to Financial
Performance Metrics and cites to certain Commission
Orders in support of that statement. Do you agree with
his characterization that the Commission has a

longstanding practice of disallowing such expenses?

No. I am not a lawyer, but I have read a number of
Commission Orders on incentive compensation. Although
there are older FPSC decisions that disallowed some
variable incentive compensation expenses, it appears to
me that the Commission’s more recent practice has been to
consider incentive compensation expense as a reasonable
and effective element of total compensation expense.
Additionally, the Commission has recognized  that
incentive pay is an accepted, reasonable way to structure
total compensation and helps control costs for the benefit

of customers.

Are there Commission decisions that reflect these

policies?

Yes. In the recent Peoples Gas System, Inc.’s (“Peoples”)

rate case, Docket No. 20230023-GU, the Commission found

D6-401
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Peoples’ request for short-term compensation and long-
term compensation expense to be reasonable as part of
total compensation expense. Specifically, in Order No.
PSC-2023-0388-FOF-GU, the Commission stated that Y“[w]e
have reviewed all documentation provided by [Peoples]
related to its compensation and benefits plans and agree
with the Company that these costs are reasonable and

prudent.”

In reaching this conclusion, the Commission noted that
the consumer parties in that case “did not provide an
objection to [Peoples’] compensation or benefits plan,
nor did they propose alternative options for compensation
and benefits, including incentive compensation.” The
Commission’s decision in the Peoples case is important in
this case because Peoples’ LTIP and STIP have the same
basic design and are substantially like Tampa Electric’s

STIP and LTIP in this case.

Do other Commission decisions reflect a positive view of

variable incentive compensation programs?

Yes. Two Gulf--Power Orders reflect the Commission’s
understanding and appreciation that incentive plans can

benefit both customers and shareholders. In Order No. PSC-

D6-402
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1992-1197-FOF-EI, the Commission stated, “[i]lncentive
plans that are tied to the achievement of corporate goals
are appropriate and provide an incentive to control
costs.” In Order No. PSC-2002-0787-FOF-EI, the Commission
found that “an incentive pay plan is necessary for Gulf

7

salaries to be competitive in the market.” Further, the
Commission in allowing recovery, noted that Gulf’s plan
incentivized employees to “excel” and “[w]hen the

employees excel, we believe that the customers benefit

from a higher quality of service.”

Has the Commission recently expressed a reluctance to
focus only on the incentive compensation component of

total compensation?

Yes. In Order No. PSC-2023-0103-FOF-GU (Florida Public
Utilities Company or “FPUC”), the Commission emphasized
the importance of focusing on assessing “the total
compensation package as a whole . . . for reasonableness,
as opposed to individual subparts such as incentive
compensation.” The Commission also cited the 2002 Gulf
Power Company order discussed above in my testimony and
found that the total compensation package for FPUC was

appropriate and made no adjustments to salaries.
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Please describe Mr. Rébago’s incentive compensation

proposals.

On page 49 of his testimony, Mr. Rdbago proposed that the
company submit a plan that includes shareholder funding
of at 1least 50 percent of the incentive compensation
program budget. He also proposes that the revised
incentive compensation program (1) have a performance
metric for maintaining customer affordability; and (2)
ensure that only earnings improvements that reflect
measurable customer benefits qualify for inclusion the

program.

Do you agree with his proposals?

No.

Should the Commission reject Mr. Rabago’s proposal for

shareholders to pay 50 percent of incentive compensation?

Yes. The Commission should reject Mr. Rabago’s proposal
because sharing the cost of incentive compensation
between shareholders and customers does not align with

the fact that incentive compensation 1is a cost of

providing service to customers and should be paid for by

D6-404
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customers in their rates. His proposal also fails to
recognize that (1) incentive compensation programs are
commonly used by companies that operate in the United
States, (2) the company needs such plans to effectively
attract and retain employees that will enable the company
to effectively serve its customers, (3) eliminating
variable performance based compensation would require the
company to increase base pay and other fixed-cost
programs, which would ultimately lead to higher costs and
could negatively impact employee performance, and (4) as
explained above for the company’s STIP, incentive
compensation plans are a powerful tool for motivating
employees. Mr. Rébago has presented no evidence that
denying cost recovery of 50 percent of the incentive
compensation elements of the company’s total compensation
program will not harm the company’s ability to attract
and retain team members who are responsible for ensuring

that the company meets its obligations to its customers.
Should the Commission make recovery of incentive
compensation costs contingent on the plan including a

customer affordability metric?

No. The Commission should not tie the recovery of

incentive compensation costs to a customer affordability
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metric for several reasons.

First, as explained more fully in the rebuttal testimony
of Tampa Electric witness Jordan Williams, the term
“affordable” 1is difficult to define, because what is
“affordable” for a customer or a group of customers 1is
dependent on multiple factors beyond the control of Tampa
Electric and individual customers, such as fuel prices,
storm damage costs, the amounts customers spend on health
care and insurance, and the level of social security cost
of living increases. The idea of “affordability” may also
be influenced by the general rate of inflation, interest
rate levels, housing and transportation choices, and the
amount of a good or service that is consumed and other

personal spending decisions of individual customers.

Second, Mr. Ré&bago has not presented any analysis or
proposal of how an “affordability” goal would be defined
or how customer affordability would be weighed or tracked.
His testimony does not explain how including “customer
affordability” could reasonably be included as an
effective performance metric within an incentive

compensation plan.

Third, based on 2024 federal poverty guidelines, his idea

D6-406
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to focus on affordability for customers earning less than
400 percent of the federal poverty level would implicate
individuals earning less than $60,240 and families of four
earning less than $124,800. Tampa Electric does not
collect earnings data from its customers in the ordinary
course of business and does not know how many of its
customers’ household incomes would fall below 400 percent
of the federal poverty level, but the number of customers
affected could be significant. The company is not aware
of any United States utility that has a program that
defines “low income” as less than 400 percent of the
federal poverty levels or generally provides a benefit to
customers earning less than 400 percent of the federal

poverty level.

Finally, incentive compensation programs include
operational and financial goals designed to motivate
employees to deliver quality services to customers,
improve operational efficiency, and provide a fair return
to investors, all of which Dbenefits the utility’s
customers. The concept of customer affordability is too
nebulous to be objective and measurable as a performance

measure in a utility’s performance-based incentive plan.

Does Tampa Electric’s position on Mr. Rabago’s
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“affordability” proposal for its incentive compensation
plan mean that Tampa Electric is not concerned about

affordability?

Absolutely not. As noted in the direct testimony of Tampa
Electric witness Jordan Williams, Tampa Electric has
proposed a senior low-income program in this case. As
explained by Tampa Electric witness Karen Sparkman, the
company helps customers connect to means-based utility
bill payment assistance when possible. Some of the ways
the company manages its operations to promote the long-
term cost-effectiveness of its service are explained in
the rebuttal testimony of Tampa Electric witness Jeff

Chronister.

Should the Commission require the existing earnings

targets in the plan to be tied to customer benefits?

No. The Commission should not require the existing
earnings or financial targets in the STIP to be tied to
customer benefits because the STIP’'s current objectives
represent a good balance of operational and financial
goals that result in measurable customer benefits. Sixty-

five percent of the incentives reflected in the company’s

STIP reflect goals in operational areas such as safety,
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employee engagement and retention, customer service,
reliability, cyber security, and fleet efficiency, all of
which provide direct Dbenefits to customers. Only 35
percent of the goals are financial, and as previously
noted, the financial health of Tampa Electric and its
parent are important to the company, its employees, and
its customers. The company’s financial goals actually
promote long-term affordability of the company’s electric
rates by focusing employees on cost control and
operational efficiencies, both of which help moderate

upward pressure on customer rates.

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN EXPENSE
What 1s the Supplemental Executive Retirement Plan

("SERP”) ?

A SERP is a nonqualified retirement plan.

What purpose does it serve?

SERPs are provided to some executives based on market

studies for the purpose of ensuring that the company’s

participating executives are compensated at market and

similar to the way  other executives with like

responsibilities and duties are compensated.

D6-409
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Fundamentally, a SERP is provided as an attraction and
retention tool to ensure a high caliber workforce at the

executive level.

How many active Tampa Electric team members and retired

team members participate in the SERP?

The company has no actively employed participants. As of
February 2024, the SERP participants included eight former
executives of Tampa Electric and TECO Energy and four
beneficiaries of former executives of Tampa Electric and TECO

Energy.

On page 19 of his testimony, Mr. Kollen recommends that
the company’s request to include SERP expense in the base
revenue requirement be rejected. Do you agree with his
recommendation to disallow $0.107 million (or $107,000)

in SERP expense for the test year?

No. The company’s SERP 1is one component of an overall
compensation and benefits package designed to recruit and
retain talented, highly motivated, and effective
executive leadership. Additionally, the company ensures,

through benchmarking, that a SERP 1is reasonable to

maintain a particular executive at the market median for

D6-410
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their position and level. Therefore, no adjustment should

be made to the SERP expense.

SUMMARY

Please summarize your rebuttal testimony.

My rebuttal testimony explains why the Commission should
not adopt the proposals of witnesses Kollen and Rabago on
incentive compensation and the SERP. With the exception
of OPC’s position on the company’s SERP, which is a
$107,000 issue, neither witness challenged the company’s
proposed total compensation level in 2025 as

unreasonable.

Tampa Electric’s goal is to set total compensation levels
for its employees (the total of base pay, short-term
variable incentive, and long-term variable incentive) at
the median (middle) of the market, and 1ts total
compensation was 99.5 percent of the market median as of
December 2023. This shows that our total compensation for
the 2025 test vyear, which was Dbased on reasonable

escalations of 2023 actuals, is reasonable.

The company’s STIP, LTIP, and SERP are reasonable and

prudent elements of the company’s total compensation and

D6-411
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benefits package and should be included for cost recovery
in the 2025 test year as part of the company’s reasonable
and prudent total compensation expense.

Does this conclude your rebuttal testimony?

Yes, it does.

D6-412
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1  BY MR WAHLEN:
2 Q Ms. Cacciatore, did you al so prepare and cause
3 to be filed with your direct testinony an exhibit marked

4 MC-1, consisting of 10 docunents?

5 A Yes.

6 MR, WAHLEN:. M. Chairman, Tanpa El ectric

7 woul d note for the record that Exhibit M1 has
8 been identified on the Conprehensive Exhibit List
9 as Exhi bit 24.

10 CHAI RMAN LA ROSA: Ckay.

11 BY MR WAHLEN:

12 Q And you didn't have a rebuttal exhibit, did
13 you?

14 A | did have a rebuttal, yes.

15 Q You did have a rebuttal exhibit? Oay. And

16 what was that?

17 A No, | did not.

18 Q Ckay. Whew. Thank you.

19 A Sorry.

20 Q | was going to have to blane case lines for

21 that, but --

22 CHAI RVAN LA RCSA: Wl I, then you woul d have
23 jinxed it.

24 MR, WAHLEN: | thought I was wong, but | was
25 wr ong, So. ..

premier-reporting.com
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BY MR. WAHLEN:

Q Ckay. Let's see. Wuld you please sunmmari ze
your direct and rebuttal testinony?

A | would be glad to.

Good afternoon, Comm ssioners. M direct
testinony provides an overview of the priorities of the
Human Resource Departnent. It explains the el enents of
our enpl oyee conpensati on system and shows that the
conpany's 2025 test year expenses for total direct
conpensati on and benefits are reasonabl e.

We target our total direct conpensation to be
at mar ket nedi an so that we can bal ance the need to hire
and retain quality team nmenbers with our desire and
comm tnment to nmaintain reasonabl e custoner rates. CQur
current enpl oyee count is approximately 2,550 in 2024,
and we expect to maintain that level in 2025.

My rebuttal testinony responds to criticisns
fromthe Ofice of Public Counsel and LULAC about our
vari abl e pay progranms, and shows that variable, or
at-risk pay is comonly used by conpanies in the United
States. These prograns serve as val uable tools to both
notivate and focus our enployees, and al so hel ps the
conpany nmanage total direct conpensation expenses.

| al so show that the financial performnce

metrics within our short-termincentive plans are part

premier-reporting.com
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of a bal anced scorecard of performance goal s that

reflect the diverse priorities that our enpl oyees, our
managers and senior | eaders bal ance every day so that we
can provide high quality electric service to our
custoners, and mai ntain reasonabl e rates.

Thi s concl udes ny sumary.

MR. WAHLEN. Ms. Cacciatore is available for
Cross- exam nati on.

CHAI RMAN LA ROSA: Geat. Thank you.

OPC, you are recogni zed when you are ready.

MR, REHW NKEL: Thank you, M. Chairman.

EXAM NATI ON
BY MR, REHW NKEL.:

Q And hell o again, M. Cacci atore.

A Good afternoon.

MR, REHW NKEL: | would like to just start off
if I could, M. Chairman, with an exhibit that's
not confidential. It's OPC-42. That's 267 Case --
case -- yes.

BY MR REHW NKEL:

Q So, Ms. Cacciatore, | have a conposite exhibit
here of the responses to OPC Interrogatories 12 through
17, POD 30. Do you see that?

A Yes, | see question 12.

Q kay. (Going to just question -- or response

premier-reporting.com
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1 to Interrogatory 12, it asked for a list of each of the
2 conpany's existing incentive conpensation plans. Do you
3 see that?

4 A Yes, | do.

5 Q And it refers the viewer to POD 30, which

6 contains descriptions of the existing incentive

7 conpensation plans, which is attached to this exhibit.

8 Do you see that?

9 A Yes, | do.

10 Q kay. Under the answer here on 5396, there is
11 a variety of stock-based plans. Enera Senior Managenent
12 Stock Option Plan, Enera Performance Share Unit, PSU

13 Pl an, Enera Restricted Share Unit, RSU Pl an, and Enera

14 Deferred Share Unit, DSU Plan. Do you see that?

15 A | do.

16 CHAl RVAN LA ROSA: Ms. Cacciatore, do you m nd
17 nmovi ng your mcrophone a little bit closer to you
18 as you speak?

19 THE WTNESS: | would be glad to.

20 CHAI RMAN LA ROSA:  Awesone. Thank you.

21 BY MR, REHW NKEL.:

22 Q Whi ch ong-termor short-termincentive, which
23 category do those stock plans apply to?

24 A So the ones that apply to Tanpa Electric is

25 the Enera Restricted Shock -- Stock Share Unit, the RSU

premier-reporting.com
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1 Pl an, the Enmera Share Unit.

2 So the RSU and the PSU are long-termincentive
3 plans that wll apply to a small group of Tanpa Electric
4 senior |leaders. Also, the short-termincentive plan,

5 and the TECO -- the SERP and the Restoration plan.

6 Q kay. So the top one, Enera's Seni or

7 Managenent Stock Option Plan, is that not a Tanpa

8 El ectric?

9 A | -- that is admnistered at the Enera. |If
10 anyone, it would not be within nmy purview It mght be
11 M. Collins would be the only one. | amnot sure.

12 Q Ckay. But the cost of any awards under the

13 Enmera Seni or Managenent Stock Option Plan, those are

14 included -- if any, they are included in this rate case?
15 A That woul d be a good question for Jeff

16  Chronister.

17 Q Do you know?

18 A | do not know. | assunme so, yes. Any costs

19 that are incurred for Tanpa El ectric woul d appear in

20 this.

21 Q Okay. But if | amlooking to divide this |ist
22 of conpensation -- incentive conpensation plans between
23 long-termand short-term the first four that say Enera,
24 those are long-termincentive plans, and the -- is that
25 right?
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1 A That's correct.

2 Q Ckay.

3 A It woul d appear that way.

4 Q And the POD 30, it is -- it -- |1 don't want to
5 =-- it's a lengthy docunent, but would it suffice to say

6 that this describes the incentive plans, and it has sone
7 scorecards attached to it that show what is needed to

8 achieve an award under the plan?

9 A That is correct.

10 Q Okay. Wuld you agree that the long-term
11  incentive plan purpose is to align the long-term

12 incentive pay for senior |eaders with corporate and

13  sharehol der goal s?

14 A Yes.
15 Q Wul d you agree that 100 percent of the
16 long-termincentive plan conpensation is tied to

17 reaching financial performance goals that include the

18 Enera stock price?

19 A Coul d you repeat the question pl ease?

20 Q Yes.

21 Wul d you agree that 100 percent of the

22 long-termincentive conpensation is tied to reaching

23 financial performance goals that include the Enera stock
24 price?

25 A Yes.
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1 Q Have you provi ded any evidence to the

2 Commssion that if they required |ong-termincentive

3 plan costs to be borne by the shareholders, that it

4 would require the conpany to redesign its conpensati on
5 structure and replace long-termincentive wth higher

6 fixed base pay?

7 A Yes.
8 Q What is that evidence?
9 A The Mercer data woul d show that our tota

10 direct conpensation is at market nedian. Mercer data
11  woul d al so show that 62 percent of conpanies |everage
12 long-termincentive for this short -- for this snal

13  popul ation of senior leaders. And so because we target
14  market nedian for these executives, it requires us --
15 the conponents of that is our base salary, our

16 short-termincentive and our |long-termincentive.

17  Mercer data -- market data would show that we -- this is
18 common and regularly use to attract and retain senior
19 | eaders.

20 Q The people at Mercer, they don't require you
21 to do anything, right?

22 A Mercer's role is to | ook at the market and

23 report out on what is custonmary, what's going on in the
24  pusinesses. They don't dictate what we do, but they

25 show us data that inforns our deci sions on our benefit
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1  packages.

2 Q Have you ever provided any evidence to the

3 Conmmission in this case that any utility has ever

4 cancel ed or scrapped a long-termincentive plan because
5 a regulator disallowed ratepayer recovery of part or al
6 of those costs?

7 A Not that | am aware of.

8 Q s it your testinony that M. Kollen and the
9 Public Counsel have the burden of proof to prove that
10 incentive -- that incenting Tanpa El ectric Conpany

11  executives to help bolster?

12 MR WAHLEN: | amgoing to object to the
13 guestion. It calls for a legal conclusion about
14 t he burden of proof. She --

15 BY MR REHW NKEL:

16 Q Let's go to 400 of your testinony, please.

17 400. | think that's in her direct -- no, | amsorry.
18 It's rebuttal. | apol ogize.

19 So on line 10, do you see where your rebutta

20 testinony says: M. Kollen has presented no evi dence
21 that denying cost recovery of the LTIP elenent of the
22 conpany's total conpensation programw ||l not harmthe
23 conpany's ability to attract and retain executive team
24  nmenbers who are responsible for ensuring that the

25 conpany neets its obligations to its custoners?
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1 Do you see that?
2 A | do.
3 Q Aren't you saying there that it's M. Kollen's

4  burden of proving the |lack of harnf

5 MR WAHLEN: | amgoing to object. She is

6 just stating what she thinks the evidence is.

7 She's not maeking a coment on the burden of proof.
8 That's a | egal concept, and the | awers can argue
9 about that in the brief.

10 CHAI RMAN LA ROCSA: | will | ook over to ny

11 Advi sor .

12 MR REHW NKEL: |If | can be heard on that?
13 M5. HELTON: Yes. | do think we need to |et
14 M. Rehw nkel respond, M. Chairnan.

15 CHAI RMAN LA ROSA: Go ahead. M. Rehw nkel .
16 MR. REHW NKEL: | nean, this testinony

17 literally says it's M. Kollen's burden to

18 denonstrate the lack of harm | amjust asking if
19 that's what it -- she's saying. | amnot asking
20 for a legal conclusion. | mean, that's literally
21 what her testinony says.

22 MR WAHLEN: | don't think he is reading that
23 correctly. It says: M. Kollen has presented no
24 evidence. It does not say that it is his burden to
25 present it. It says he hasn't presented it. There
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is a difference, but she can answer the question.
| wthdraw the objection.
CHAI RMAN LA ROSA:  Conti nue.
THE WTNESS: So could you repeat the question
one nore tine, please?
BY MR REHW NKEL.:

Q Let nme ask it this way: Are you saying that
it's M. Kollen's responsibility to denonstrate to this
comm ssion the | ack of harm when he testifies that the
shar ehol ders shoul d shoul der the cost of this long-term
i ncentive conpensation?

A No, but | would -- what | would ask the
Conmmi ssioners to consider is we are targeting market
nmedi an for a reason. W need to balance the ability to
attract and retain our senior |eaders with sone cost
prudency.

| do feel like the Mercer data shows us what
we need to be conpetitive, especially in the Tanpa Bay
area. |It's an extrenely conpetitive job market. So in
order to retain our current |eaders and attract new
ones, it's an inportant part. It's part of doing
business. It's part of our total conpensation strategy.

Q Wul d you agree, Ms. Cacciatore, that the
seni or | eadership of Tanpa El ectric Conpany are provided

I ncentives to increase rate base and cash flow in order
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1 to help Enera's earnings per share and stock price?

2 A That is one el enent of our overall bal ance
3 scorecard, are sone financial goals.

4 Q You cane to Enera from anot her conpany, and
5 you did not conme because the incentive conpensation at
6 Tanpa El ectric Conpany was better than what you had at
7 your other -- your then current enployer, is that

8 correct?

9 A That's correct.

10 Q Thank you.

11 MR. REHW NKEL: | have no further questions.
12 Thank you.

13 CHAI RMAN LA ROSA:  Florida Rising/LULAC.

14 MR, MARSHALL: Thank you, M. Chairnan.

15 Before we begin, we do have one confidenti al
16 exhibit to hand out for this wtness.

17 CHAl RVAN LA ROSA: Sure. Go ahead and do
18 t hat .

19 MR. MARSHALL: M. Chairman, | think nost

20 peopl e have that at this point, if | could get

21 started?

22 CHAI RMAN LA ROSA:  Yes. (o ahead.

23 EXAM NATI ON

24  BY MR MARSHALL:

25 Q Before we get to that docunent, | have
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guestions on non-confidential docunents. |If | could
direct your attention to FLL-197. This is going to be
mast er nunber F3. 3-6487.

Thi s docunent shows the board expenses that
TECO custoners are responsi ble for?

A Yes.

Q And it shows that for 2023, that anmount was
$573,507 for TECO s board and $189, 607 for Enera's board
for a total of 763, 000.

A | see that.

Q Next | would like to direct your attention to
Exhibit FLL-89. This is going to be naster nunber
F3.1-2846. And this table is an interrogatory answer
providing the estimted cost of the short-termincentive
plan and the long-termincentive plan in the 2025 test
year ?

A Yes.

Q And for -- or the long-termincentive plan,
it's alittle over $6.2 mllion that is attributed to
TECO?

A Correct.

Q And the short-termincentive plan would be
about 26-and-a-half mllion?

A That's correct.

Q Keep that in mnd as we go to FLL-101. This
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1 is going to be master nunber F3- -- | am sorry,
2 F3.2-3126.
3 And this is -- do you see this interrogatory

4 answer there at the bottonf

5 A Yes.

6 Q And so this includes simlar data, but also
7 includes seconded enpl oyee expense, is that right?

8 A That woul d be seconded enpl oyees --

9 Q Seconded.

10 A Yes.

11 Q Ckay. Thank you.

12 And what is a seconded enpl oyee?

13 A That woul d be enpl oyees that are from anot her

14  country, say Canada, working at in the United States.
15 Q And so once you include that, those nunbers go
16 up a bit for short-termincentive and | ong-term

17 incentive costs attributable to TECO custoners?

18 A They are working on Tanpa El ectric business,
19 so yes.

20 Q The long-termincentive plan is adm nistered
21  through Enmera's Performance Share Unit and the Enera
22 Restricted Share Unit, is that right?

23 A Yes.

24 Q And that refers to a unit equival ent val ue of

25 an Enera conmon share?
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A That's correct.

Q And so Enera's share price affects the val ue
of the PSUs and RSUs?

A That is correct.

Q And TECO i ncludes long-termincentive plan
conpensati on predom nantly at the director -- well,
sorry. First, let ne direct you to FLL-93. This is
going to be master nunber F3.1-2915.

This is another interrogatory answer regarding
the long-termincentive plan?

A Yes.

Q And it shows that |long-termincentive plans
are made avail able predom nantly at the director and
above | evel at TECO?

A That's correct.

Q This is a docunent you referenced earlier. |If
we could go to Exhibit FLL-53. This is going to be
mast er nunber F3.1-1267.

And this is going to be one of the -- that
Mer cer benchmark survey data that you referenced
earlier?

A That is correct.

Q And it shows that 53 percent of the conpanies
in the survey do not offer long-termincentive plans?

A What | would call your attention to is under
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1 the long-termincentive eligibility, that 66 percent of
2 executives are offered long-termincentive. That's

3 really the inportant part.

4 And what | would really ask for consideration
5 is this LTIPis a snmall portion of a total conpensation
6 strategy that is targeted at the market nedian. And

7 what that neans is half of the conpanies pay nore than
8 we do, and half of the conpanies pay less. And we feel
9 strongly that this market nedian is inportant if we are
10 going to be able to attract and retain the tal ent that
11 we need to serve our custoners.

12 Q Directing your attention back to ny question.
13 This survey indicates that of the 3,220 organi zati ons

14  surveyed, 53 percent do not operate any |long-term

15 incentive plan?
16 A That is correct.
17 Q If I could next direct your attention to

18 FLL-200. This is going to be master nunber F3. 3-6641.
19 And this is going to be the -- basically the equival ent

20 survey for short-termincentive plans?

21 A That's correct.

22 Q And this survey showed that, for short-term
23 incentive plans, that 80 percent of conpanies offer
24 those?

25 A That's correct.
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Q If | could next direct your attention to
FLL-269. That's master nunber F3.5-24515.

And this is a historic conparison of the

short-termincentive budget for -- versus actuals for
TECO?
A Correct.
Q And so in 2023, the budget was 26.1 mllion?
A Yes.
Q And the actual for that year was 24.9 mllion?
A That's correct.
Q And then TECO S 2024 budget is 27.2 mllion.
A That's correct.

VWhat | mght add is that we budget that we are
going to achieve target. That's nore of an accounting
budgeting process. And then whatever we actually
achieve, that's what's paid out. So that -- that's why
t he di screpancy.

Q If I could next direct your attention to
FLL-101. This is going to be master F3.2-3124.

And this shows the nunber of enpl oyees

eligible to receive incentive conpensati on?

A Yes. That's correct.

Q And so, in 2023, there were 722 enpl oyees t hat
were eligible for the performance sharing programfor

uni on enpl oyees?
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1 A Yes.
2 Q And then there were 1,860 enpl oyees that were

3 eligible for the short-termincentive plan?

4 A That is correct.

5 Q And then 124 were eligible for both the
6 long-termand the short-ternf

7 A Yes.

8 Q And so that's a total of 2,706 enpl oyees

9 eligible for incentive conpensation?

10 A What you will have there is actually sone

11  enpl oyees that were started the year and left, m ght

12 have a retire -- retiree. So you m ght have sone people
13 -- new enpl oyees, people -- enployees who were there to

14 get it and then they left, so it's a conbination.

15 Q But approx -- that's the right rate?
16 A Yes, it is.
17 Q And in 2023, only 40 TECO enpl oyees di d not

18 receive incentive conpensation?

19 A That's correct.

20 Q And that group of 40 included business

21  cooperative education students, interns and tenporary

22  enpl oyees, enployees who voluntarily resigned during the
23 performance plan year and before payout of the incentive
24  conpensation, and enpl oyees who received a final

25 performance review rating of does not neet expectations
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1 were on a step of discipline during the performance pl an

2 year?
3 A That is correct.
4 Q It's not like -- | just listed off a bunch.

5 They didn't have to be in each of those categories.

6 Each one of those categories had people in it that did
7 not neet --

8 A The totality is that. Yes.

9 Q If | could next direct your attention to

10 FLL-193. This is going to be master nunber F3. 3-6383.
11 And so this spreadsheet shows the conparison
12 of the budget and actual for long-termincentive versus
13 short-termincentive for 2020 through 2023.

14 A Yes.

15 Q And | ooking at the actual total range, it

16 ranged from23 and a half mllion to 39.1 mllion?

17 A That is correct.

18 Q If I can next direct your attention to

19 FLL-196. This is going to be master nunber F3. 3-6485.
20 And this would show that the total test year
21  budget for both short-termincentive plan and |ong-term
22 I ncentive plan that is attributable to TECO, the final
23 expense on the general | edger?

24 A That's correct.

25 Q And so that would -- if you added those two
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1 nunbers together, that would be a little over $34

2 mllion budgeted?
3 A That would -- yes, step at target.
4 Q All right. If | could next direct your

5 attention to FLL-89. This is going to be nmaster nunber
6 F3.1-2848.

7 And this was a interrogatory question

8 regarding the anount of short-termand |ong-term

9 incentive program costs that sharehol ders were

10 responsible for?

11 A Yes.

12 Q And it indicates that TECO can't calculate a
13 preci se anmount because the actual anounts and the

14  anounts used to establish the revenue requirenent, you
15 know, may differ?

16 A | don't actually see that. Were are you

17 reading that?

18 Q | am | ooking at the second to | ast sentence.
19 It says: After each rate case, as revenue and expense
20 fluctuations occur, the shareholder is inpacted by the
21 difference between actual anmpunts and anounts used to
22 establish revenue requirenents in the prior rate case.
23 Do you see that?

24 A | do, but I don't think that was the question.

25 Maybe you coul d repeat the question for ne.
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1 Q Let me ask it a different way.

2 What | amtrying to get at is that if the

3 actual amounts and the amounts used to establish the

4 revenue requirenents are the sane, sharehol ders are not
5 going to be inpacted by the short-termincentive program
6 and long-termincentive programcosts that are in the

7 test year as part of this rate case?

8 A | believe that to be true. And | think that

9 would be a good question to direct to Jeff Chronister.
10 Q If | could next direct your attention to

11  FLL-240. This is going to be master F3.4-14842. And if
12 | could direct your attention within this docunent to

13 mast er page F3.4-14971.

14 A You know this is sideways.

15 Q There should be a rotate right feature.

16 A Thank you.

17 MR. WAHLEN. What is that? | can't read it.
18 COW SSI ONER FAY:  Yeah --

19 MR. WAHLEN: The nunber -- the exhibit nunber.
20 MR. MARSHALL: This is Exhibit FLL-240. It

21 should be -- |'ve got the CEL nunber here. 700.

22 Yes. Thank you.

23 MR. WAHLEN: Thank you.

24  BY MR MARSHALL:

25 Q | know it's still pretty small type, but this
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1 is the 2023 corporate scorecard?
2 A That's correct.
3 Q And what's the purpose of the corporate

4 scorecard?

5 A "' mso glad you asked.

6 So the bal ance scorecard really all ows Tanpa
7 Electric enployees, and that's enpl oyees, our managers,
8 and senior |eaders, to focus on all the different

9 priorities that we need to focus on a year. It's

10  bal anced because it's got the different categories

11 called out, and it nobilizes and focuses people on the
12 things that are going to matter nost for our custoners
13 that year.

14 Q And this indicates that if Tanpa El ectric does
15 not neet its net incone goal, the entire scorecard

16 cannot pay out nore than target, correct?

17 A That is correct.

18 Q And the neasure with the highest weight on
19 this scorecard is the Tanpa Electric net incone neasure?
20 A Qur financial goals are 35 percent of our

21 bal ance scorecard, but there is balance with the other
22 priorities as well.

23 Q But that's a higher weight than any ot her

24  measure on there?

25 A That's correct.

premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick



1470

1 Q | would next like to direct your attention to
2 FLL-298, and that's the confidential.

3 Are you famliar with this docunent?

4 A Actually, this did not cone from-- yes. The

5 executive conpensation strategy, though, is done at the

6 Enera level, so | -- yes.

7 Q You are the witness responsible for --

8 A Yes, | am

9 Q -- executive conpensation --

10 A | am

11 Q -- for TECOin this case?

12 A | am

13 Q And the information that isn't highlighted,

14 that's not confidential ?

15 A The information that is --

16 Q Not highlighted is not confidential, is that
17 right?

18 MR WAHLEN: |'m --

19 CHAl RVAN LA ROSA:  Yeah. Go ahead, M.

20 Wahl en.

21 MR, WAHLEN. Are we getting ready to talk
22 about FLL-298C?

23 MR. MARSHALL: Yeah, that's what we are

24 referring to.

25 MR, WAHLEN: | amgoing to object. This is
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detail ed conpensation information for individual
enpl oyees. | amnot sure why it's relevant or
hel pful to the Comm ssion in this case.

MR, MARSHALL: | believe TECO is seeking
recovery of these costs fromtheir rate -- from
their ratepayers. And certainly if those costs are
reasonabl e or not reasonable is certainly at issue
in this case. | believe Ms. Cacciatore's testinony
is that it is reasonable. W think the nunbers
hel p, you know, can sonmewhat speak for thensel ves
as to their reasonabl eness, but we think their
conpensation is highly relevant to this case.

MR WAHLEN:. Well, | just |ooked at your
position in the Prehearing Statenent, and you are
suggesting that salaries -- and this is |Issue 53.
Your position is that salaries and benefits expense
shoul d be reduced for incentive conpensation and to
renove the SERP. But there is no allegation in
your position that the general |evel of
conpensation i s inappropriate.

MR MARSHALL: Well --

MR WAHLEN: And | don't see how goi ng through
I ndi vi dual conpensati on anmounts for individual
enpl oyees has anything to do with the positions you

have taken in the Prehearing Oder.
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1 MR, MARSHALL: Unless | am m staken -- well, |

2 don't think it's confidential to say that

3 short-termincentive and |long-termincentive plan

4 conpensation is within this docunent, and certainly

5 goes towards total conpensation. | nean, the

6 obj ection is rel evance?

7 CHAI RMAN LA ROSA: So | amgoing to ook to ny

8 Advisor. Can we |imt the scope?

9 M5. HELTON. M. Chairman, can | have a quick
10 conversation with the -- your two staff |awers who
11 wor ked this case who have a better feel for --

12 CHAl RVAN LA ROSA:  Yeah --

13 M5. HELTON: -- what's added to or not?

14 CHAIl RVAN LA ROSA: -- let's do that. Let's
15 take three m nutes.

16 (Brief recess.)

17 CHAl RVAN LA ROSA: (Okay. Discussion wth ny
18 Advisor, | amgoing to kick it over to her to talk
19 about the |l egal position.

20 M5. HELTON: Thank you, M. Chairman. And

21 thank you for letting us take a break to kind of
22 di scuss this internally. | recognize that this is,
23 a highly sensitive area that we are delving into
24 now that M. Marshall has brought us to.

25 Wen | ook at M. Marshall's position in the
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1 Prehearing Order, to nme, he has nmade at -- nade an

2 I ssue of the incentive conpensation. And so as |

3 understand this exhibit, it addresses incentive

4 conpensati on.

5 So | think that it is relevant to discuss, but
6 my -- | think we need to talk about nmaybe a little

7 bit about how to go about discussing it, because

8 this is -- this information, as it's been presented
9 to us today, is highly granular, and I am --

10 nmeani ng that there is persons nanes and specific

11 nunbers attached to each.

12 And so | amnot sure, fromthe conpany's

13 perspective, if the nanmes here are confidenti al

14 because in our -- the way our process worKks,

15 usually it's the information that is highlighted in
16 yellow that is confidential. So | ama little bit

17 confused about whether it's all of the information

18 on the page, or certain information on the page.

19 And maybe if M. Marshall could direct his

20 guestions on a nore gl obal level, instead of a

21 particular -- you know, |evel.

22 MR, MARSHALL: Yes. | think that's -- | think
23 that's the right approach to this docunent, but,

24 you know, we certainly believe it's relevant and

25 wi thin the scope of our positions in the Prehearing
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St at enent .

CHAI RVAN LA ROCSA: | just want to nake sure

that we do clarify what is confidential and what is

not confidential, because frankly, | amactually a

little confused on what is and what isn't.

MR WAHLEN: Well, all of the nunmbers on these

pages are confidential. This is the specific

enpl oyee conpensati on for specific people.

And | guess the point | amtrying to make is

you don't need this infornmation to calculate the

adj ustnent. We have just gone through about maybe

hal f a dozen or a dozen docunents that show what

the total anmount of the conpensation is and the

basis for their adjustnent. And what | amtrying

to say is that this detailed information is not

needed to cal cul ate that adjustnent, or to prove

their point. W don't think it's really probative

or adds nmuch to the discussion, except that it's

really interesting to find out how much i ndivi dual

enpl oyees m ght be making, and | just don't think

that's appropri ate.

MR, MARSHALL: If |I may respond to that, M.

Chai r man.

CHAI RVAN LA ROSA:  Yes.

MR, MARSHALL: If it was $10 mllion at stake

Premier Reporting

premier-reporting.com

(850) 894-0828 Reported by: Debbie Krick



1475

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

bei ng spread across $1 million -- one mllion
enpl oyees, so $10 each, that's a very different
scenari o than $10 mllion being spread over one
enpl oyee. And so the anount going per, you know,
these top executives we think is a relevant issue
as to whether the costs that are being charged to
TECO s custoners are fair, and that's what this
docunment shows.

CHAI RVAN LA ROSA: kay.

MR, WAHLEN:. He is not offering any evidence
that it's fair. He is just wanting to tal k about
the anmounts. There is no conpeting evidence that
this is not the right answer. He just wants to
tal k about the anounts.

MR. MARSHALL: The anmounts go to whether it's
the right anount.

MR, WAHLEN:. But he is not contesting the
anounts with evidence. He just wants to nmake a big
deal out of the nunmbers, and | just think it's
i nappropriate and not needed for the cal cul ation.
And that's our objection.

CHAI RMAN LA ROSA: | understand where both
sides are. | amgoing to cone back to ny Advisor.

The straight line | ooks to be unhighlighted.

That's partly what concerns ne, because then |
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don't understand what is then confidential from
t hat point.

MR, WAHLEN: The information that we have
clainmed is confidential, and that we have put in
our request for confidential classification, is all
of the individual conpensation anbunts shown on
here for all of the individual enployees.
Everything that's highlighted in yellow is
confidential .

M5. HELTON:. But then the first |ine for each
enpl oyee, where it says, straight, those are not
hi ghlighted. So is that information --

MR, WAHLEN: Because that's in the -- that's
been di sclosed in Form 1.

M5. HELTON:. Ckay. Oay. M. Chairman, ny
recommendation is -- | understand that there is a
grave concern on the part of the conpany with
respect to this exhibit, and | appreciate that, but
M. Mrshall has not even been able to ask a
guestion yet.

So naybe a better approach would be to have
M. Marshall ask his question, and then we can see
if there is a specific objection to the question,
because we don't know, quite frankly, how he plans

on using it. And | think we are all sensitive now
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to, | nmean --

MR WAHLEN. | amsorry. | was just foll ow ng
the instructions | got yesterday to announce an
obj ection early.

M5. HELTON: Duly noted, M. Wahl en.

MR. WAHLEN: | apol ogi ze.
CHAl RVAN LA ROSA: | appreciate it.
MR WAHLEN:. | amjust trying to -- trying to

pl ay al ong here.

MR, MARSHALL: M. Chairman, if | my have
just a nmonment to confer with M. Wahlen on ny
guestions to see if he thinks they are confidenti al
or problematic, and hopefully that way --

CHAI RVAN LA RCSA: Sure, if that helps us be a
little snoother. Absolutely.

MR, MARSHALL: One m nute.

Thank you, M. Chairman. May | proceed?

MR. WAHLEN:  Yeah, | think | understand that
he is going to ask very general questions, and he
is not going to identify specific people. But he
does want this in the record, and as long as we are
not going to tal k about specific people in the
hearing, | guess we will be okay.

CHAI RVAN LA ROCSA: (Gkay. let's proceed.

MR, MARSHALL: Thank you, M. Chairnan.
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BY MR MARSHALL:

Q So this docunent does contain the conpensation
of top TECO executives?

A Yes.

Q And you add it all up, and it's in the
mllions of dollars?

A Yes.

Q And in many cases, the bonus and ot her
conpensati on exceed the base sal ary depicted?

A | woul d have to | ook one -- |ine-by-1line
before | confirmthat.

Q Wul d you accept that, subject to check?

A Yes.

Q And general ly, subject to check, would you
accept that the -- that in many cases, the |long-term
I ncentive conpensati on exceeds the short-termincentive
conpensation for those executives?

A Yes, and that's based on a conpensati on
strategy as well to keep that |ong-termfocus for our
cust oners.

Q Thank you, Ms. Cacci atore.

MR. MARSHALL: That's all ny questions, M.

Chai r man.

CHAI RVAN LA RCSA: Geat. Thank you

Go to FI PUG
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MR, MOYLE: No questi ons.

CHAI RVAN LA RCSA: FEA

CAPTAI N GEORCGE: No questions. Thank you.

CHAI RVAN LA RCSA: Thank you.

Sierra C ub.

MR, SHRI NATH. No questi ons.

CHAI RMAN LA ROSA:  Thank you.

FRF.

MR, LATVIA: No questions.

CHAI RMAN LA ROSA:  Thank you.

Val mart .

M5. EATON:  No questions. Thank you.

CHAI RMAN LA ROSA: Staff.

MR, SPARKS: No questions. Thank you.

CHAI RVAN LA ROSA: Commi ssioners, do we have
any questions?

Seei ng none, TECO it's back in your hands for
redirect.

MR, WAHLEN:. Yes. And thank you. | want to
just thank you for taking the tinme to be carefu
about that.

CHAI RVAN LA ROSA:  Sure.

MR. WAHLEN: | appreciate it very nuch.

FURTHER EXAM NATI ON
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Q Ms. Cacci atore, one question.

You were asked about whet her the conpany
executives were being incentivized to grow rate base.
Do you renenber that?

A Yes.
Q And you answered in ternms of the bal ance

scorecard, is that right?

A That's correct.

Q And that goal is a net incone goal, right?
A It is.

Q It's not a rate base grow h?

A No, it's not. So | answered incorrectly.
Q Ckay. Thank you.

MR. WAHLEN: That's all our questions.

CHAI RVAN LA RCSA: Thank you.

Let's nove to exhibits.

MR. WAHLEN: Tanpa El ectric would nove Exhi bit
24, pl ease.

CHAI RMAN LA ROSA: |s there objection?

Seei ng none, show it entered into the record.

(Wher eupon, Exhibit No. 24 was received into

evi dence.)

CHAI RMAN LA ROSA: Are there other exhibits?

OPC.

MR, REHW NKEL: 267.
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1 CHAI RMAN LA ROSA: 267. |s there objection?
2 Seei ng none, show that entered into the

3 record.

4 (Wher eupon, Exhibit No. 267 was received into

5 evidence.)

6 CHAI RVAN LA ROSA: O her exhibits?

7 MR. MARSHALL: W have a bit of a series here.
8 CHAl RVAN LA ROSA:  Yeah. Yeah. Just sane

9 sl ow so we can get them all

10 MR, MARSHALL: It's Exhibits 513, 549, 553,
11 561, 653, 656, 657, 660, 700, 729 and 758.

12 CHAI RVAN LA ROSA: |Is there objection?

13 MR. WAHLEN: We continue to object to the

14 det ai | ed conpensati on exhi bit, whatever that one
15 is, is 770 --

16 MR, MARSHALL: 758, that would be that | ast
17 one.

18 MR, WAHLEN: But | understand maybe that's
19 been ruled on, but | amgoing to continue to

20 obj ect .

21 CHAI RMAN LA ROSA: Ckay. Let's showit into
22 t he record.

23 (Wher eupon, Exhibit Nos. 513, 549, 553, 561,

24 653, 656, 657, 660, 700, 729 & 758 were received into

25 evidence.)
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20 speak the truth, the whole truth, and nothing but the

21 truth, was exam ned and testified as foll ows:

22

23
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25

CHAI RMAN LA ROSA: |s there any other
exhi bits?

Seei ng none, Ms. Cacciatore, you are excused.

THE WTNESS: Thank you.

CHAI RVAN LA RCSA: Thank you.

(Wtness excused.)

CHAI RMAN LA ROSA: So | will hand it back over
to you for your next w tness.

M5. PONDER: Tanpa Electric would call --
excuse nme. Tanpa Electric would call Lori
Ci fuentes, please, to the stand.

CHAI RVAN LA ROCSA: Ms. Cifuentes, | don't
bel i eve you have been adm ni stered the oath just
yet, so whenever you are ready, we will do that
before you sit down.

Pl ease, raise your right hand.

LORI Cl FUENTES

alled as a witness, having been first duly sworn to

THE WTNESS: | do.
CHAI RMAN LA ROSA:  Thank you.
Pl ease feel free to have a seat and get

settled in. | will turn it over to TECO when you
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guys are ready.

EXAM NATI ON
BY MS. PONDER:

Q Good afternoon. Wuld you pl ease state your
full name for the record?

A Lori --

CHAI RMAN LA ROSA: |If you woul d nove your
m crophone a little bit closer.
MS. PONDER:  Sorry.
CHAI RMAN LA ROSA: | amsorry, M. Cifuentes.
Go ahead.
BY Ms. PONDER:

Q And you have been sworn.

Who is your current enployer and what is your
busi ness address?

A Tanpa El ectric Conpany. 702 North Franklin
Street, Tanpa, Florida.

Q Did you prepare and cause to be filed in this
docket, on April 2nd, 2024, prepared direct testinony
consi sting of 22 pages?

A Yes, | did.

Q And did you prepare and cause to be filed in
this docket, on July 2nd, 2024, prepared rebutta
testinony consisting of 13 pages?

A Yes, | did.
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2 to your prepared direct or rebuttal ?

3 A Yes, | do.

4 Q You have --

5 A Ch, I'msorry.

6 Q Do you have any additions or corrections to
7 your direct rebuttal testinony?

8 A No. No.

9 Q If I were to ask you the questions contai ned
10 in your prepared direct and rebuttal testinony today,

11  would your answers be the same as those contained

12 t herei n?

13

14

15

16

17

18

19

20 Cifuentes was inserted.)

21

22

23

24

25

Q And do you have any additions or corrections

A Yes, they woul d.

M5. PONDER: M. Chairnman, Tanpa Electric
requests the prepared direct and rebuttal testinony
of Ms. Cifuentes be inserted into the record as
t hough read.

CHAl RVAN LA ROSA:  Ckay.

(Whereupon, prefiled direct testinony of Lori
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TAMPA ELECTRIC 1¢PMPANY
DOCKET NO. 20240026-EI
FILED: 04/02/2024

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

LORI CIFUENTES

Please state your name, business address, occupation, and

employer.

My name is Lori Cifuentes. My business address is 702 North
Franklin Street, Tampa, Florida 33602. I am employed by
Tampa Electric Company (“Tampa Electric” or the “company”)
as Director Load Research and Forecasting in the Regulatory

Affairs department.

Please describe your duties and responsibilities in that

position.

My present responsibilities include the management of Tampa
Electric’s customer, peak demand, energy sales, and revenue
forecasts, as well as management of Tampa Electric’s Load

Research program and other related activities.

Please provide a Dbrief outline of vyour educational

background and business experience.

C10-581
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In 1986, I received a Bachelor of Science degree 1in
Management Information Systems from the University of South
Florida. In 1992, I received a Master of Business
Administration degree from the University of Tampa. In
October 1987, I Jjoined Tampa Electric as a Generation
Planning Technician, and I have held various positions
within the areas of Generation Planning, Load Forecasting,
and Load Research. In November 2018, I was promoted to my

current postion.

Outside of Tampa Electric, I am also actively involved in
several forecasting-related organizations. I am actively
involved 1in the Electric Utilities Forecaster Forum
("EUFF”), which is an organization made up of electric
utility forecasters from across the nation that meet twice
a year to discuss forecasting issues and challenges. I held
the position of President of the EUFF from 2008-2014. In
addition, from 2009-2014 I was the chairperson for the
Florida Reliability Coordinating Council, Inc.’s (“FRCC”)
Load Forecast Working Group and coordinated the review of
Florida wutilities’ load forecasting methodologies and
demand and energy forecasts that support the Peninsular

Florida Load and Resource Plan and reliability assessments.

What are the purposes of your direct testimony?

, C10-582
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The purposes of my direct testimony are (1) to describe
Tampa Electric’s load forecasting process; (2) to describe
the methodologies and assumptions used for the forecast;
and (3) to present the load forecast used in Tampa
Electric’s test year budget that supports its request for
a base rate increase. Additionally, I will demonstrate how

the forecasts are appropriate and reasonable.

Have vyou prepared an exhibit to support your direct

testimony?

Yes. I am sponsoring Exhibit No. LC-1 consisting of 11
documents, prepared under my direction and supervision.
The contents of my exhibit were derived from the business
records of the company and are true and correct to the best
of my information and belief. My exhibit consists of the

following documents:

Document No. 1 List of Minimum Filing Requirement
Schedules Sponsored or Co-Sponsored by
Lori Cifuentes

Document No. 2 Comparison of 2021 Forecast Versus
Current Forecast of Customer Growth
and Energy Sales

Document No. 3 Economic Assumptions Average Annual
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Growth Rate

Document No. 4 Billing Cycle Based Degree Days
Document No. 5 Customer Forecast

Document No. 6 Per-Customer Energy Consumption
Document No. 7 Retail Energy Sales

Document No. 8 Per-Customer Peak Demand
Document No. 9 Peak Demand

Document No. 10 Firm Peak Demand

Document No. 11 Firm Peak Load Factor

Are you sponsoring any sections of Tampa Electric’s Minimum

Filing Requirement (“MFR”) Schedules?

Yes. I sponsor or co-sponsor the MFR Schedules shown in

Document No. 1 of my exhibit.

FORECAST OVERVIEW

Q.

Please summarize the forecast results.

In my direct testimony, I present forecasts that reflect
the recent growth trends in the company’s service
territory. Tampa Electric’s sales trends are consistent

with the sales trends of other utilities in Florida.

The company expects customer growth to increase at an

. C10-584
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average annual growth rate (“AAGR”) of 1.4 percent over
the next ten years (2024-2033); however, we project the
average customer use to decline during that period. Since
2014, per-customer consumption has declined at an AAGR of
0.6 percent, and we expect it to decline at an AAGR of 0.5
percent (0.4 percent excluding the volatile Phosphate
sector) over the next ten years. Given the forecasts for
1.4 percent customer growth and 0.5 percent average per-
customer use decline, the company expects retail energy
sales to increase at an AAGR of 0.9 percent during the
forecast horizon (1.0 percent excluding the volatile

Phosphate sector).

Please explain the company’s experience with load growth
and customer growth since the last base rate proceeding was

filed in 2021.

Document No. 2 of my exhibit shows the trends in customer
growth and retail energy sales compared to the projections
from the company’s last base rate proceeding and for the

forecasts presented in my direct testimony.

The company’s experience over the past three years has been
slightly stronger customer growth for the first few years
and has currently aligned again with the projections in the

: C10-585
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company’s last base rate proceeding. Customer growth on an
actual basis averaged 2.0 percent over the past three years
versus 1.6 percent that was projected for that period in
the last base rate proceeding. This uptick was due to a
surge in new multi-family, condominiums, and apartments,
which peaked in 2022 at over 3 percent growth and has
moderated to 1.7 percent in recent months. Energy sales
over the past 3 vyears averaged 1.7 percent versus the
projection of 1.0 percent for this period in the last base
rate proceeding. The increase of 0.7 percent is primarily
due to very warm weather. During this period, the company’s
annual peak demand increased from 4,393 MW to 4,669 MW, or

by an average of 3.1 percent per year.

The projected average annual growth rates from 2024-2027
are similar to the last base rate proceeding. Customer
growth 1is slightly stronger at 1.6 percent versus 1.3
percent and energy sales are also projected to be slightly
stronger at 0.8 percent versus 0.7 percent. The process
Tampa Electric uses to prepare its load forecast and the
steps it has taken to ensure the forecast is reasonable

are discussed later in my testimony.

Please describe the level of inflation experienced since

the last base rate proceeding was filed in 2021.

; C10-586
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The recent levels of inflation experienced were
significantly higher than what was expected in 2021. In the
last rate proceeding, the consumer price index (“CPI”) was
projected to be 2.5 percent in 2021 and 2.8 percent in 2022.
What occurred was an increase in the CPI of 4.7 percent in
2021 and 8.0 percent in 2022, declining to 4.1 percent in
2023. This represents a 17 percent increase in the average
prices paid by consumers over the past three years. Levels

this high have not been experienced in over 40 years.

TAMPA  ELECTRIC’S FORECASTING PROCESS, METHODOLOGIES AND

ASSUMPTIONS

Q.

Please describe Tampa Electric’s load forecasting process.

Tampa Electric uses econometric models and Statistically
Adjusted End-use Forecasting (“SAE”) models, which are
integrated to develop projections of customer growth,
energy consumption, and peak demands. The econometric
models measure past relationships between economic
variables, such as population, employment, and customer
growth. The SAE models, which incorporate an end-use
structure into an econometric model, are used for
projecting average per-customer consumption. These models
have consistently been used by Tampa Electric since 2003,
and the modeling results have been submitted to the Florida

; C10-587
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Public Service Commission (“Commission”) for review and
approval in past regulatory proceedings. MFR Schedule F-5,
which I co-sponsor, provides a more detailed description

of the forecasting process.

Which assumptions were used in the base case analysis of

customer growth?

The primary economic drivers for the customer forecast are
Hillsborough County population estimates, Hillsborough
County Commercial and Manufacturing employment, building
permits, and time-trend variables. The population forecast
is the starting point for developing the customer and
energy projections. The population forecast is based upon
the projections of the University of Florida’s Bureau of
Economic and Business Research (“BEBR”). The company
supplements these sources with Moody’ s Analytics
projections of employment by major sectors and residential
building permits. These economic growth projections drive
the forecasted number of customers in each sector. For
example, an increase in the number of households results
in a need for additional services, restaurants, and retail
establishments. Additionally, projections of residential
building permits are a good indicator of expected increases
or decreases 1in 1local construction activity. Similarly,

. C10-588
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commercial and industrial employment growth is a good
indicator of expected activity in those respective sectors.
The ten-year historical and forecasted average annual
growth rates for these economic indicators are shown in

Document No. 3 of my exhibit.

Which assumptions were used in the base case analysis of

energy sales growth?

Customer growth and per-customer consumption growth are
the primary causes for growth in energy sales. The company
bases the average per-customer consumption for each revenue
class on the SAE modeling approach. The SAE models have
three components. The first component includes assumptions
of the long-term saturation and efficiency trends in end-
use equipment. The second component captures changes in
economic conditions, such as increases in real household
income, changes in number of persons per household, the
price of electricity, and how these factors affect a
residential customer’s consumption level. I provide a
complete list of the critical economic assumptions used in
developing these forecasts in Document No. 3 of my exhibit.
The third component captures the seasonality of energy
consumption. Heating and cooling degree day assumptions
allocate the appropriate monthly weather impacts and are

. C10-589
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based on Monte Carlo simulations for weather patterns over
the past 20 years. Historical and projected heating and
cooling degree days are shown in Document No. 4 of my
exhibit. MFR Schedules F-7 and F-8 provide a description
and the historical and projected values of each assumption
used in the development of the 2025 test year retail energy

sales.

Which assumptions were used in the base case analysis of

peak demand growth?

Peak demand growth is affected by long-term appliance
trends, economic conditions, and weather conditions. The
end-use and economic conditions are integrated into the
peak demand model from the energy sales forecast. The
weather variables are heating and cooling degree days at
the time of the peak, for the 24-hour period of the peak
day, and the day prior to the peak day. Weather variables
provide seasonality to the monthly peaks. By incorporating
both temperature variables, the model accounts for cold or
heat buildup that contributes to determining the peak day
demand. Temperature assumptions are based on an analysis
of 20 years of peak day temperatures. For the peak demand
forecast, the design temperature at the time of winter and
summer peaks is 31 and 92 degrees Fahrenheit, respectively.

C10-590
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Does Tampa Electric assess the reasonableness of these base

case assumptions?

Yes. The company evaluates the reasonableness of base case
economic assumptions by comparing the historical average
annual growth rates to the projected average annual growth
rates for the forecast period. In addition, the company
compares each economic data series to an alternate source
and evaluates it for consistency. Tampa Electric uses the
Office of Economic and Demographic Research (a research
arm of the Florida Legislature), the U.S. Energy
Information Administration, and the University of Central
Florida’s Institute for Economic Forecasting as alternate
sources for comparisons. I found that the projections
between the sources vary slightly, but the timing of the
expected economic rebounds is consistent. Therefore, it is
reasonable to conclude that the Moody’s Analytics economic
growth assumptions for Hillsborough County are also

reasonable.

Were the forecasts for population growth also evaluated

for reasonableness?

Yes, the company evaluated the forecasts for population

growth for reasonableness by comparing county and state

C10-591
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level projections and evaluating them for consistency. The
company also compared the Moody’s Analytics and BEBR
population forecasts and evaluated them for consistency.
The BEBR 2025 population growth projections are slightly
higher than Moody’s. BEBR’s growth rates are closely
aligned with Tampa Electric's recent customer growth
levels. However, to improve the alignment even further, a
slight upward adjustment of 0.2 percent was made to BEBR'’Ss
population growth projections. This adjustment accounts
for the surge in the multi-family sector that the company

experienced in 2022.

Please describe the historical accuracy of Tampa Electric’s

retail customer and energy sales forecasts.

Since the last rate proceeding in 2021, the average
accuracy of the customer forecasts has been remarkable;
the three-year average accuracy is 0.2 percent below the

actuals.

The average accuracy of per-customer consumption over the
past three vyears was 3.0 percent below the actuals,
primarily due to the hotter weather in recent years.
However, when adjusting for weather, the average per-
customer consumption forecasts have been on target at 0.1

C10-592
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percent.

The resulting average accuracy of the retail energy sales
forecasts 1is 3.2 percent below actuals and 0.1 percent

below actual consumption when weather adjusted.

Have Tampa Electric’s forecasting models used in developing
the customer, demand, and energy forecasts been reviewed

for reasonableness?

Yes. In 2009 and 2013 Itron, Inc. (“Itron”) reviewed Tampa
Electric’s forecasting models and assumptions. During each
review, Itron concluded that the forecast models were
theoretically sound. Since then, Tampa Electric has not
made any significant changes to its forecasting models and

equations.

In May of each year, Tampa Electric and the other Florida
utilities meet with the Florida Reliability Coordinating
Council (“FRCC”) to review each utility’s forecasting
methodologies, assumptions, and results for
reasonableness. This is done to ensure that the aggregated
utility forecasts are —reasonable for the long-term
assessments within FRCC’s region - peninsular Florida (the
geographic area of Florida east of the Apalachicola River).

C10-593
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During these meetings, Tampa Electric presents its
forecasting models, assumptions, and results for the FRCC'’s
review. Since 2010, the FRCC has determined the company’s

forecasting models to be reasonable for use.

BILLING DETERMINANTS

Q.

The methodology and forecasts described in your direct
testimony are on a customer class basis, so how are these
forecasts converted to a tariff rate schedule basis for

rate design analysis?

The company converts the output of our customer class
models to the tariff rate schedules by conversion models

which use billing determinant distribution factors.
Please explain the term billing determinants.

The term billing determinants refers to parameters to which
prices are applied to derive billed revenues. For example,
billing determinants include: (1) the number of customers
(i.e., bills) to which the customer charges are applied;
(2) the amount of energy or kilowatt-hours (“kWh”) sold to
which the energy charges are applied; and (3) the amount
of demand or kilowatts (“kW”) to which the demand charges

are applied. Billing determinants also include t?% umbe
10-594
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of units to which any additional charges, discounts, and/or

penalties are applied.

Q. How are billing determinant distribution factors derived?

A. The first step is to calculate the historical distribution

factors (e.g., the percentage of total residential class
customers and energy that are in each residential rate
schedule) . Next, the company analyzes the trends in these
percentages for each rate schedule and bases the future
distribution factors on the most recent trends. Similarly,
the company bases rate schedules that have billing demand

charges on historical load factors.

Q. How are these billing determinants used?

A. The forecasted billing determinants are applied to current

and proposed rates to calculate the base revenues from the
sale of electricity for the 2025 test year. Tampa Electric
witness Jordan Williams discusses this process 1in his

direct testimony.

TAMPA ELECTRIC’S FORECAST RESULTS

Q. How many customers does Tampa Electric serve?

C10-595
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Tampa Electric served an average of 834,144 retail
customers 1in 2023. Tampa Electric’s current number of

customers is shown in Document No. 5 of my exhibit.

What is Tampa Electric’s projected customer growth?

Customer growth in 2023 was 1.8 percent, while projections
for 2024 and 2025 are 1.7 percent. The company projects an
average annual increase of 12,899 (1.4 percent) new
customers over the next ten vyears (2024-2033). The
historical and projected number of customers are shown in

Document No. 5 of my exhibit.

How do Tampa Electric’s projected customer growth rates

compare with historical growth rates?

Historical ten-year AAGR for customers is 1.9 percent and
projected customer growth rates are 1.4 percent. This
projected growth rate represents customer growth of 1.7
percent in 2024, slowing to 1.2 percent by 2033. BEBR’s
population projections drive the lower projected growth
rates. The moderation of growth rates over the forecast
horizon is not uncommon; it is a consistent trend seen in
the company’s past Ten-Year Site Plans, as well as in other
Florida utilities’ Ten-Year Site Plans.

C10-596
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Please describe Tampa Electric’s energy sales forecast.

The primary cause of the increase in the energy sales
forecast is customer growth. The impact of per-customer
consumption, which is expected to decrease at an average
annual rate of 0.5 percent over the next ten vyears
(2024-2033), offsets some of the customer growth as shown
in Document No. 6 of my exhibit. Combining the forecasted
customer growth and per-customer consumption trends, Tampa
Electric expects retail energy sales to increase at an
average annual rate of 0.9 percent over the next ten years
(2024-2033). I provide historical and forecasted energy

sales in Document No. 7 of my exhibit.

What are the primary causes of the projected decline in

average usage?

The primary causes of declining average use are (1)
improvements in end-use efficiency resulting from
appliance and equipment replacement; (2) new end-use
standards, such as the new lighting standards that are
expected to continue to have a significant dimpact on
residential sales; (3) economy-induced conservation;
demand-side management (“DSM”) program activity; and (4)
the continued addition of rooftop solar panels.

C10-597
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How do the 2025 test year projections for retail energy
sales compare to the same vyear projections that were

prepared and filed in Tampa Electric’s 2021 base rate case?

The current 2025 projection for energy sales growth is 0.7
percent, compared to 0.8 percent in the projection for the

year 2025 that was filed in the 2021 rate case.

What is Tampa Electric’s peak demand forecast?

Tampa Electric projects summer and winter peak usage per
customer will decrease at an average annual rate of 0.3
percent. Document No. 8 of my exhibit shows historical and
forecasted peak usage per customer for summer and winter
peaks. The increase in customers and the decrease in per-
customer demand results in an average annual growth rate
of 1.2 percent over the next ten years for the winter and
0.9 percent for the summer peaks, as shown in Document No.
9 of my exhibit. Summer and winter firm peak demands, which
have Dbeen reduced by curtailable 1load such as load
management and interruptible loads, are shown in Document

No. 10 of my exhibit.

Are conservation and demand-side management impacts

accounted for in the energy sales and peak demand

C10-598
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forecasts?

Yes. Tampa Electric develops energy and demand forecasts
for each conservation and DSM program. The aggregated
incremental energy savings and demand impact projections

are then subtracted from the forecasts.

Are the impacts of rooftop solar generation accounted for

in the energy sales and peak demand forecasts?

Yes. Tampa Electric’s energy sales and peak demand

forecasts include the impacts of rooftop solar generation.

Are electric vehicle impacts accounted for in the energy

sales and peak demand forecasts?

Yes. Tampa Electric’s energy sales and peak demand

forecasts include the impacts of electric vehicle charging.

Has the company performed any sensitivity analyses on its

load forecast?

Yes. The company tested the base case scenario for
sensitivity to varying economic conditions and customer
growth rates. The high and low peak demand and energy sales

C10-599
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scenarios represent an alternative to the company’s base
case outlook. The high scenario represents more optimistic
economic conditions in the areas of customers, employment,
and income. The low Dband represents less optimistic
scenarios in the same areas. Compared to the base case,
the expected customer and economic growth rates are 0.5
percent higher in the high scenario and 0.5 percent lower

in the low scenario.

Does Tampa FElectric conclude that the forecasts of
customers, energy sales, and demand are appropriate and

reasonable?

Yes. The customer, demand, and energy sales forecasts are
based on assumptions developed by industry experts and are
the most recent assumptions available at the time the
forecasts were prepared. The company used theoretically
and statistically sound methods that were previously
reviewed and accepted by the Commission to develop the
forecasts. In addition, the company compared the average
annual growth rates for per-customer demand and energy
usage for consistency with historical growth rates. We
reviewed summer and winter load factors to ensure proper
integration of the peak and energy models. The results show
that the 1load factors are reasonable when compared to

C10-600
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historical years. The load factors are shown in Document
No. 11 of my exhibit. The customer, energy sales, and
demand forecasts are appropriate and reasonable for

planning purposes.

SUMMARY

Q.

Please summarize your direct testimony.

The population of Tampa Electric’s service area will
continue to grow at a steady pace over the forecast
horizon. The company expects an average 1increase 1in
customers of 1.4 percent a year, which is an increase of
almost 116,094 by 2033. We expect per-customer demand and
per-customer energy consumption to continue to decline over
the next ten years. As a result, Tampa Electric projects
retail energy sales will increase at an average annual rate
of 0.9 percent (1.0 percent excluding the declining

Phosphate sector) over the next ten years.

We conducted reviews of actual energy sales results versus
the company’s most current forecast for the period June
2023 to February 2024. After adjusting actual energy sales
for weather, the forecast for energy sales was overstated
by 0.9 percent. These results confirm that the company’s
forecast is a reliable representation of projected sales.

C10-601
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This forecast is the same forecast used for the 2025 test
year projections. Tampa Electric wused industry “best
practice” methods and appropriate and reasonable
assumptions to develop our customer, energy sales, and
demand forecasts, and they are reasonable for use in this

proceeding.

Does this conclude your direct testimony?

Yes, it does.

C10-602
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
REBUTTAL TESTIMONY
OF

LORI CIFUENTES

Please state your name, address, occupation, and

employer.

My name is Lori Cifuentes. My business address is 702
North Franklin Street, Tampa, Florida 33602. I am employed
by Tampa Electric Company (“Tampa Electric” or the

“company”) as the Director Load Research and Forecasting.

Are you the same Lori Cifuentes who filed direct testimony

in this proceeding?

Yes.

Have your title and duties and responsibilities changed

since the company filed your prepared direct testimony on

April 2, 20242

No.

What are the purposes of your rebuttal testimony?

D7-414
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My rebuttal testimony addresses observations and
recommendations made by the Office of Public Counsel’s
witness David Dismukes related to the company’s load

forecast.

Have you prepared an exhibit supporting your rebuttal

testimony?

Yes. Rebuttal Exhibit No. LC-2, entitled “Rebuttal
Exhibit of Lori Cifuentes,” was prepared by me or under
my direction and supervision. The contents of this
rebuttal exhibit were derived from the business records
of the company and are true and correct to the best of my
information and belief. My rebuttal exhibit consists of

the following seven documents:

Document No. 1 Detailed Calculations of Energy

Efficiency Out-of-Model Adjustments

Document No. 2 Detailed Calculations of Electric
Vehicle Charging Out-of-Model
Adjustments

Document No. 3 Detailed Calculations of Private
Rooftop Solar Out-of-Model
Adjustments

Document No. 4 Florida Utilities 2010-2027

D7-415
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Residential Usage Per-Customer
Growth Trends
Document No. 5 Florida Utilities - Usage  Per-

Customer Utility Survey

Document No. 6 Historical Forecast Accuracy
Document No. 7 Total Retail Energy Sale (June 2023-
May 2024)

LOAD FORECAST
Are the 2025, 2026, and 2027 base revenue adjustments of
$12 million, $20 million, and $26 million projected by

Mr. Dismukes reasonable?

No. Mr. Dismukes erroneously suggests that the 2025, 2026,
and 2027 base revenues are understated. His methodology
for arriving at projected revenues for these years
overlooks important facts, has severe shortcomings, and
is inaccurate. Tampa Electric witness Jeff Chronister
explains why the Florida Public Service Commission
(“"Commission”) should not consider incremental 2026 and
2027 revenues in the calculation of the company’s proposed
subsequent vyear adjustments. My rebuttal testimony
explains why the amounts of Mr. Dismukes’s proposed

revenue adjustments are incorrect.

D7-416
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Mr. Dismukes argues that the company’s reliance on the
out-of-model adjustment to its energy sales forecast that
includes revisions for changes 1in energy efficiency,
electric vehicle charging, and private rooftop solar is

inappropriate. Do you agree?

No. The company’s statistical models do not have
explanatory variables that capture the future
conservation, electric vehicle charging, and customer-
owned rooftop solar impacts on future energy sales. For
that reason, the company considers the impact of these
three factors on the energy sales forecast outside the

model.

The company relies on the energy sales forecast for
purposes other than rate case proceedings. For example,
the forecast is used for generation planning,
transmission system planning, and by the Florida
Reliability Coordinating Council (“FRCC”) for statewide
reliability assessments. It is critical to the company’s
long-term planning that adjustments related to future
conservation, electric vehicle charging, and rooftop
solar be captured. Removing these three adjustments and
ignoring their impacts on future 1load growth can be

detrimental to the company’s ability to provide reliable

D7-417
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service to its customers and would impede our ability to
plan appropriately for future generation and

infrastructure needs.

On pages 8 and 9 of his testimony, Mr. Dismukes argues
that the company’s reliance on the out-of-model
adjustment to its sales forecast that includes revisions
for changes in energy efficiency is inappropriate. Do you

agree?

No. The conservation and demand-side management
adjustments are standard industry practice. The company
and all Florida utilities with company-sponsored
conservation programs make similar adjustments.
Additionally, these adjustments can be seen in the Ten
Year Site Plans filed with the Commission annually

pursuant to Rule 25-22.071, Florida Administrative Code.

On page 9 of his testimony, Mr. Dismukes characterizes
the company’s Demand Side Management (“DSM”) goals that
support the company’s energy efficiency adjustments as
being nearly three times the size as the prior period DSM

goals. Do you agree with this characterization?

No. Projected conservation saving estimates are not based

D7-418
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on the DSM goals filings cited in Mr. Dismukes’s testimony
on page 9. The program savings that are the basis for the
conservation savings adjustments are from actual DSM
savings data found within the company’s 2022 DSM Annual
Report filed on March 1, 2023, with the Commission

pursuant to Rule 25-17.0021, Florida Administrative Code.

Do vyou agree with Mr. Dismukes assertion that the
inclusion of out-of-model adjustments to the company’s
sales forecast for increases in electric vehicle adoption

is inappropriate?

No. Incorporating electric vehicle projections into the
energy forecasts 1s standard industry practice. The
company, as well as many Florida utilities, make similar
adjustments. These adjustments are discussed in the Ten
Year Site Plans filed with the Commission annually

pursuant to Rule 25-22.071, Florida Administrative Code.

Is the company’s adjustment for electric vehicle growth

reasonable?

Yes. The company’s projected impact of electric vehicle
charging on retail energy sales 1s reasonable. The

assumptions used come from reputable sources such as the

D7-419
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(1) National Renewable Energy Laboratory (“NREL”) that
specializes 1n research and development of renewable
energy; and (2) the U.S. Energy Information
Administration (“EIA”), a principal agency of the U.S.
Federal Statistical System and part of the U.S. Department
of Enerqgy, responsible for collecting, analyzing, and

disseminating energy information.

Mr. Dismukes criticizes the company’s enerqgy efficiency,
electric vehicle charging, and customer-owned solar
energy adjustments as being unsupported by the evidence.

What is your response to this criticism?

I disagree. The detailed calculations and assumptions for
the company’s conservation, electric vehicle charging,
and rooftop solar energy forecasts were provided in
response to Staff’s First Request for Production of
Documents, Nos. 6, 7, and 8, Bates stamped pages
(BS30330), (BS30331) and (BS30332); and the calculations
are summarized in Document Nos. 1 through 3 of my rebuttal

exhibit.

Mr. Dismukes contends that the company’s sales and usage
per customer (“UPC”) forecast are inconsistent with

historic trends, specifically, the decline of 3.9 percent

D7-420
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in 2024. Do you agree that this decline is unreasonable

and inappropriate?

No. Mr. Dismukes has failed to see that this disruption
in the trend is the transition from actual data for years
when weather was hotter than normal to years that the
energy sales and UPC are based on normal weather. Because
load forecasters are not able to predict future weather,
they rely on what is referred to as “normal” or “expected”
weather in terms of degree-days. Accordingly, projections
for 2024 and beyond are based on normal degree-days. This

trend is consistent with many other Florida utilities.

Document No. 4 of my rebuttal exhibit illustrates the
company’s drop in UPC in 2024 on a residential basis,
which is the most weather sensitive sector, compared to
the other Florida utilities. The first graph compares the
company to the other nine utilities in Florida, and the
second graph compares the utilities that serve load in
central and southern Florida territories. The latter
shows stronger similarities amongst the utilities, which
is caused Dby the hotter temperatures in the mid to
southern region of Florida. These graphs show that the
decline in 2024 is reasonable and appropriate, as are the

2025 test year and subsequent years.

D7-421
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Mr. Dismukes contends that the company’s sales forecast
is understated and should be based on the 2013 to 2023
average historical growth rate of 1.2 percent. Do you

agree?

No. Suggesting that a forecast be based on a historical
trend 1s overly simplified and unreasonable. This
methodology ignores the impacts that weather,
conservation, electric vehicle charging, and rooftop
solar have on energy sales. If Mr. Dismukes's proposed
methodology was reasonable, there would be no need for
the sophisticated forecasting software and regression

methods that are used by all load forecasters.

Mr. Dismukes prepared an analysis of the annual changes
in UPC for 166 Southeastern Investor-Owned Utilities over

a l4-year period. Do you think his analysis is reasonable?

No. Mr. Dismukes's comparison to Southeastern utilities
is not reasonable for several reasons. First, the demand
for electricity in the Southeastern region is different
from the demand for electricity in Tampa Electric’s
service area. The Southeastern region relies more on gas
heating compared to Tampa Electric customers’ reliance on

electric heating. Second, weather patterns between the
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Southeastern region and Tampa are not the same. Tampa
experiences milder winters and in some years much hotter
spring, summer, and fall temperatures. The analysis was
repeated using only the Florida utilities, and the results
were very different. Document No. 5 of my rebuttal exhibit

shows the results of this analysis.

Do you agree with Mr. Dismukes’s characterization that
forecasted sales have been lower than actual sales in
every year over the past decade raises serious questions

about the reliability and integrity of the forecasts?

No. The reliability and integrity of the forecasts is
based on more than a variance between actual and projected
energy sales forecasts. To assess the accuracy and
reliability of the forecasting models and the resulting
energy sales forecasts, the wvariances should Dbe
calculated using weather-normalized sales. Weather-
normalizing 1is the statistical adjustment of actual
energy sales to reflect what energy sales would have been
under normal weather conditions, the same weather
conditions assumed when projecting these energy sales.
Weather-normalizing 1s the standard ©practice when

assessing forecast reliability.

D7-423
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In addition, the forecasts used by Mr. Dismukes are
outdated. The forecasts he used for the years 2013 to
2020 were taken from documents in the company’s 2013 rate
case proceeding and are very outdated. For example, the
forecast for 2020 was completed in 2013, which makes it
seven years old. The company has had six opportunities

since then to refine the forecast for 2020.

Document No. 6 of my rebuttal exhibit shows the correct
method for assessing model and forecast performance. The
ten-year average results of the variance assessment for
customers one-year-out is -0.1 percent and for two-years-
out is -0.3 percent. The ten-year average results of the
variance assessment for energy sales one-year-out is 0.8
percent and for two-years-out is also 0.8 percent. These
weather-normalized variances support the reliability and

integrity of the forecasts.

How accurate have the most current projections, which were
the basis for the 2025 through 2027 revenue estimates,

been over the past twelve months?

The current retail energy sales projections for June 2023
through May 2024 are 0.8 percent above budget, in part

due to higher temperatures over the summer months in 2023.

D7-424
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Removing the impacts of weather, normalized sales are 0.6
percent below budget. The company’s forecast accuracy is
high, and the company’s 2025 and subsequent year forecasts
are very reasonable and appropriate. Document No. 7 of my
rebuttal exhibit illustrates the accuracy of the
company’s energy sales forecast over the past twelve

months.

SUMMARY

Please summarize your rebuttal testimony.

My rebuttal testimony addressed the statements made by
witnesses Dismukes. I demonstrated that the company’s
projected 2025, 2026, and 2027 retail energy sales and

base revenues are appropriate and reasonable.

Witness Dismukes’s proposed methodology and assumptions
for arriving at projected revenues for 2025 to 2027
overlooks important facts, has severe shortcomings, and
is inaccurate. He erroneously suggested that the company
use forecasting methods that are not consistent with
accepted industry best practices. In addition, based on
the accuracy of the energy sales projections over the
past twelve months, the energy sales projections for 2024

and beyond are appropriate and reasonable and consistent

D7-425
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with other Florida wutilities. For these reasons, I
disagree with witness Dismukes’s analysis and recommended
increases 1n base revenues of $12 million in 2025, 3520
million in 2026, and $26 million in 2027.

Does this conclude your rebuttal testimony?

Yes.

D7-426
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BY MS. PONDER:

Q Ms. Cifuentes, did you al so prepare and cause
to be filed with your direct testinony an exhibit marked
LC-1, consisting of 11 docunents?

A Yes, | did.

Q And di d you prepare and cause be filed
revisions to Docunent No. 3 to Exhibit LG1 on May 21st,
20247

A Yes, | did.

Q And did you prepare and cause be filed
repl acenent nonconfidential pages for MFR Schedule F-7
and F-8 on May 21, 20247

A Yes, | did.

Q And did you prepare and cause to be filed with
your rebuttal testinmony an exhibit marked LC 2,
consi sting of seven docunents?

A Yes.

M5. PONDER: M. Chairman, Tanpa El ectric
woul d note for the record that Exhibits LG 1 and

LC-2 have been identified on the CEL as Exhibits 25

and 146.

CHAl RVAN LA RCSA: kay.
BY MS. PONDER:
Q Ms. Cifuentes, did you recently discover an

error on the conpany's answer to Interrogatory No. 177

premier-reporting.com
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1 in Staff's 12th Set of Interrogatories that is part of

2 the CEL identified as Exhibit 212?

3 A Yes.

4 M5. PONDER: M. Chairnman, Tanpa Electric
5 woul d ask that the revised answer, which has been
6 distributed to all parties and to the

7 Conmm ssi oners, be marked and entered into the

8 record.

9 CHAI RVAN LA ROSA: kay.

10 M5. HARPER: | just want to note for the
11 record, Conm ssioners, Chairnman, that | believe
12 that's Exhibit 838.

13 M5. PONDER: Thank you.

14 BY M5. PONDER:

15 Q kay. M. Cifuentes, would you pl ease

16  summari ze your prepared direct and rebuttal testinony?
17 A Yes.

18 Good afternoon, Conm ssioners. M direct

19 testinony explains Tanpa Electric's | oad forecasting
20 process, and the nethodol ogi es and the assunptions that
21  were used. It also describes the |oad forecasts that
22 were used in the conpany's test year budget that

23 supports the request for a base rate increase, and it
24 denonstrates that the forecasts are appropriate and

25 r easonabl e.
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My rebuttal testinony explains why the
comm ssi on should not adopt the O fice of Public
Counsel's proposals as they relate to the |oad forecast.
| al so denonstrate that the conpany's
proj ected 2025, 2026 and 2027 retail energy sales
forecasts are appropriate and reasonabl e.
Thi s concludes ny summary. Thank you.
M5. PONDER: M. Chairman, Tanpa El ectric
woul d tender Ms. Cifuentes for cross-exam nation.
CHAI RMAN LA ROSA:  Thank you.
OPC, you are recogni zed when you are ready.
M5. WESSLI NG  Thank you, M. Chair.
EXAM NATI ON
BY Ms. WESSLING:

Q And good afternoon, Ms. G fuentes.

A Good afternoon.

Q So | just want to nake sure | get this
correct. You are the Director of Load Research and
Forecasting for Tanpa El ectric, correct?

A That's correct.

Q And one of the nmany things that Tanpa El ectric
forecasts is their expected energy sales, correct?

A Yes.

Q And Tanpa El ectric uses a process called

econonetric and Statistically Adjusted End-use
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1 Forecasting nodels to devel op that forecast?

2 A That is correct.

3 Q And | believe you just referred to this, but
4 you are aware that OPC expert w tness David D snukes

5 filed testinony challenging certain aspects of Tanpa

6 Electric's energy sales forecast?

7 A | am aware of that.

8 Q Specifically, OPC challenged the out-of-nodel

9 adjustnents that Tanmpa Electric made to the results of

10 its energy sales forecast, is that your understandi ng?
11 A That' s ny under st andi ng.
12 Q If we could go to MFR F-5, which woul d be page

13 six of 16, and the Case Center nunber is J-1325, please.

14  J-1325. And hopefully that's showi ng up on the screen

15 in front of you. Do you see it there?
16 A Yes, | can.
17 Q kay. And you m ght have a copy as well,

18 whichever is easier for you to | ook at.

19 A Yeah, let me go to ny copy as well.

20 Q kay. So | just wanted to confirmthat this
21 page within the MFRs is one that you co-sponsor?

22 A Yes, | do.

23 Q And this page is where the three out-of - nodel
24 adjustnents that we were just discussing are | ocated

25 wthin Tanpa Electric's petition and MFRs, is that

premier-reporting.com
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1 accurate?

2 A Yes. This is where the three separate

3 forecasts are. W refer to themas a separate forecast
4 versus an adjustnent.

5 Q Ckay. And you would agree that if the

6 Comm ssion accepts sone or all of these adjustnents,

7 that custoners' bills would be higher than they

8 otherwi se would be w thout the adjustnent?

9 A No, | don't agree with that. That's just one
10 piece of the picture. |If these -- if these were renoved
11 fromthe forecast, it will have an effect on other

12 things as well.

13 Q Okay. But ultimately, though, the effect that
14 that would have on other things would | ead to custoners
15 paying nore than if they were to pay w thout these

16 adjustnents, do you agree with that?

17 A O other things equal, yes.

18 Q kay. And if the Comm ssion were to reject

19 each of these adjustnents, then that would result in a
20 reduction of the 2025 revenue requirenent of $12

21 mllion, the 2026 revenue requirenent of $20 mllion,

22 and the 2027 revenue requirement of $26 mllion; is that
23 correct?

24 A Those are his estimtes. Yes.

25 Q Do you have any reason to believe that those

premier-reporting.com
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1 nunbers are inaccurate if the Conm ssion were to reject
2 those adjustnents?

3 A Yes. | disagree with M. D snukes' analysis,
4 strongly disagree.

5 Those adjustnents that he is referring to are
6 actually what we call exogenous forecasts. They are

7 three forecasts that would be very, very careless of the
8 conpany if we left them out of our process.

9 The conservation savings is a piece that we
10 have been adjusting our forecasts by for probably 30

11 years. It's been approved in every rate proceedi ng.

12 The el ectric vehicle adjustnent he i s wanting
13 to exclude, and the rooftop solar forecast that he is
14 wanting to exclude have also been in all of our

15 forecasts for 10 years, and they have been approved in
16 prior rate cases as well.

17 Al utilities in Florida, and throughout the
18 nation, if they have the electric vehicles and rooftop
19 solar within their service territory, they have to

20 forecast them There is absolutely no reason to excl ude
21 themfromthe forecasted results.

22 Q | understand that you disagree with M.

23 Disnukes, but ny question is: The nunbers that he has
24 associated wth the 2025, 2026 and 2027 test years as

25 being the anmobunt that revenue requirenent would be
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reduced by, do you dispute that those nunbers are the
correct nunbers if the Comm ssion were to reject the
adj ust nent s?

A Hs math is a very high level calculation. He
just takes a conposite rate and nultiplies it by the
energy to get to those nunbers. |If it was done through
our normal process using building determnants, it could

be different.

Q So | need a yes or no. Do you agree with the
nunbers - -

A No.

Q -- or do you disagree with the nunbers?

A No, | don't believe they are a hundred percent
accur at e.

Q (kay. Regarding the EV sales adjustnent, if
the EV sal es were understated, that woul d have
i nplications for the test your revenue requirenents by
failing to capture the inpact that EV growh woul d have
on conpany |oad; is that accurate?

A Yes.

Q And the EV sal es adjustnent relies on
assunptions regarding future penetration |evels of EV,
correct?

A Yes, the EV forecast does rely on that.

Q And you woul d agree that Tanpa, the Tanpa
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area, is one of the fastest growing regions in the
country with one of the fastest -- within one of the
fastest growing states in the country, no?

A Yes, | would agree with that.

Q And the conpany predicts custoner growth of
approxi mately three percent?

A No. Three -- no, three percent is too high.

Q What is the nunber that --

A Custonmer -- we are projecting custonmer growth
around 1.8 percent over the next few years. Over the 10
years, | believe it's closer to 1.4 percent.

Q And woul d you agree that custonmer growth has
been significant enough to at |east partially offset
hi gher depreci ation and O%M expense in net incone
year-to-date in 2024?

A | don't know the answer to that. That would
probably be best answered by Wtness Chronister.

Q 2017 is the only tine that the conpany has
reported a sal es decrease in the | ast decade, correct?

A | would have to -- subject to check, | wll
agr ee.

Q kay. Are you famliar with that decrease in
20177

| would have to refer to a graph.

Q kay. And let nme ask you a question first,
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1 and then if you need to refer to sonething, just let ne

2 know.
3 A Ckay.
4 Q Do you agree that the forecasted sal es

5 decreased in this case is alnost 10 tines larger than

6 the 2017 sal es decrease?

7 A The decrease in -- again, | would have to see
8 sone nunbers to actually be able to confirmthat.

9 Q Wth regard to usage per custoner, has that

10 declined by 0.6 percent on an annual average basis

11 between 2013 and 2023?

12 A Yes.

13 Q Isn't this significantly |ess than the

14  conpany's forecasted usage per custoner decrease of 3.9
15 percent in 20247

16 A Yes, but you are -- we are conparing apples
17 and oranges. W are tal king about our historical

18 average use decline really without the inpacts of

19 weather. |If you |look at the forecast for 2024 and

20 beyond, it's based on nornmal weather, so -- and the

21 decline you are specifically tal king about is from 2023,
22 which was a very hot year, and the forecast transitions
23 to a-- what's called -- what's based on normal weat her.
24 So it's kind of an apples to oranges conparison there.

25 There is a -- | do have, in ny rebuttal
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1 testinony, a graph that illustrates this well. | think
2 it'"s inthe CEL -- it's a CEL exhibit as well, 146.
3 Q So the answer to that question is that you

4 disagree that the 0.6 decrease between 2013 and 2023 is
5 significantly less than in the conpany's forecasted
6 usage per custoner decrease of 3.9 percent in 20247
7 A Wel |, obviously the nunbers are accurate, but

8 what | amsaying is the conparison that you are naking

9 is really an apples to oranges conpari son.
10 Q And | amnot sure if you were in the room or
11 | i stening, or whatnot, but if you could, try to answer

12 each question yes or no, and then explain if you feel
13 like you need to explain. But it's inportant to try to

14  get the answer up, okay?

15 A Yes.

16 Q Thank you.

17 If we could, could we please go to page ei ght
18 of your rebuttal testinony? | apologize, | don't have

19 the Case Center nunber here.
20 A Ckay.
21 Q And on |ines seven through 10, you nentioned

22 that load forecasters rely on normal or expected weat her

23 in terns of degree days. Do you see this?
24 A Yes, | do.
25 Q And coul d you pl ease define what the conpany
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calls normal or expected weather in terns of degree
days?

A Sure.

So a forecaster has to rely on sone
assunptions for the future, future weather, the
seasonal ity throughout the year, et cetera. Since
nobody can really project accurately weather out that
far, what forecasters do is rely on history. And the
nost common period of tinme to use is the past 20 years.

Al the Florida utilities are using 20 years
or nore. | believe one mght use -- one utility m ght
be using 30 years. Nobody is using |ess than 20 years.
So what we do is we use a 20-year period, and that
represents, to us, what normal weather will be, and we
use that in our projections.

Q Thank you.

Isn't it true that the nunber of cooling
degree days during the years 2020 -- excuse ne -- 2015
t hrough 2023, so the past nine years, is higher than
during the remai nder of the 20-year period?

A Yes, | would agree with that. There -- again,
there is a-- ny late-filed exhibit illustrates that
very well on this Docunment No. 6. |It's also CEL Exhibit
216.

M5. WESSLING And just for the record, OPCis
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1 not identifying those.

2 BY MS. WESSLI NG

3 Q If you could please turn to page 10 of your

4 rebuttal testinmony. On lines eight through 24, you

5 dispute Dr. Disnukes' conclusion that your forecasting
6 nodel has a history of understating energy sales

7 projections. You state that -- or you claimthat to

8 assess the accuracy and reliability of your nodels, it
9 would be nore reasonable to conpare the conpany's prior
10 forecasts to weather-nornalized sal es rather than actual
11 sales. |Is that an accurate characterization of your

12 testinony?

13 A Yes, it is.

14 Q And on pages four and five, so lines 15

15 through 25, and then onto the next page --

16 A | am sorry, what page did you say?
17 Q Starting on page four, line 15, through page
18 five, line three. You also state that the purpose of

19 the forecasting nodel is to support rate case

20 proceedings, as well as appropriately plan for a future
21 generation and infrastructure needs, correct?

22 A Yes.

23 Q Wul d you agree that the prices custoners pay
24 for electricity, as well as the utility's system

25 reliability, is, in part, dependent upon custoners'
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1 actual usage in those given years?

2 A | would -- no, not a hundred percent.
3 Q In part, would you agree?

4 A In part.

5 Q And this is sonewhat of a nore genera

6 question, but would you agree that if a forecasting

7 nmodel -- | amnot speaking about anything specific as

8 far as what Tanpa uses, but in general -- if a

9 forecasting nodel is consistently inaccurate in the sane
10 directions, neaning consistently always overestimating
11 or always underestinmating somet hi ng when conpared to the
12 actuals, then it's reasonable to question the accuracy
13 of that nodel ?

14 A | would disagree with that. You actually --
15 in forecasting, because whether has such a -- can have
16 such a big inpact on your actual usage, to understand

17 the accuracy of your nodels, which are on a nornalized
18 basis, and to understand if there is any other

19 underlying trend that could be influencing custoners'

20 usage, you have to renove the inpacts of weather. W

21 call that weather normalization.

22 What we do is | ook at our weat her

23 normalization trends historically, and that's, you know,
24  very consistent with our forecast.

25 And | just wanted to add one nore thing, or |
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1 -- 1 agree -- | understand what you are sayi ng about our

2 forecast being over, or too |low for the past nine years.

3 That's strictly a result of the weather. If we were to
4 weather -- show you what our weather-normalized accuracy
5 is, which we do sonewhere, we actually are over and

6 under. It's not like we are consistently over. And,

7 over the past 10 years, our accuracy has been

8 eight-tenths of a one percent. So, you know, our

9 forecasts on a weather-normalized basis have been very
10 accurate, and it's not skewed to one side or the other.
11 Q Even though it always results in either always
12 overestimating or always underestimating the sane data?
13 A Not on a weat her-normalized basis, it's not
14  al ways the sane.

15 And you al so have to realize, you need to

16 break your forecast down. Qur residential forecast is
17 what's been driving our upside -- or our forecast to be
18 on the | ow side, because that's the nost weat her

19 sensitive, you know, sector that we have. And it has

20 been hot, and they have used nore.

21 But if you were to | ook at our conmercial and
22 I ndustrial, or our non-residential and governnental,
23 they have actually -- our forecasts have actually been

24 too high.

25 Q Looki ng at the accuracy -- speaking of
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accuracy -- of the conpany's forecasting from May of
2023 to April of 2024, each forecast has been
under-forecasted in total, correct?

Do you have sone place | can --

Sur e.

> O >

-- you are pointing to here?

Q And this is actually a Florida Rising exhibit,
if | may be allowed to refer to that one. It would be
Florida Rising 120, which is hearing Exhibit 580. W
are pulling it up.

So the bottomline here, the totals for each
of the custoner average use and energy sal es forecast,

each of those were under-forecasted, correct?

A You are tal king about the total 1ine?

Q Yes.

A Sure, by two-tenths of a percent. That's --
Q That's underestimate, correct? That's what

t hat --
Yes.

-- graph neans?

> O >

Yes, but if you | ook at the pieces, sonme are
under, sone are over. But to be off by two-tenths of a
percent is a very good forecast.

Q So, you agree that they were off, though?

A | agree that they were off by --
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Okay. Nothing further.

A -- two-tenths of a percent.

CHAI RVAN LA RCSA: Thank you.

Fl ori da Ri si ng/ LULAC.

MR. LUEBKEMANN:  Thank you, M. Chairman.

EXAM NATI ON
BY MR LUEBKEMANN:

Q Good afternoon, Ms. Cifuentes.

Good afternoon.

Q It's good to see you again.

To start off real quick, | just want to go
over the revisions to your response, the newy filed
one.

A Sur e.

Q | just want to make sure that | amreading it
right, but basically the real changes here are that the
di fference plus/mnus colum, that average is going from
the original 153 to a 539.

A | am sorry, what are we | ooking at?

Q | amlooking at -- this is basically a
conpari son of Exhibit 212 and Exhi bit 838.

Maybe the right way to do this would be to
pul | up master nunber E-8210, and then if you could
refer to the updated copy --

A Ckay.
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Q -- which woul d be 838.

A kay. Sorry. | didn't -- | didn't hear that.
W were tal king about ny revised one. | got it now

Q | apol ogi ze.

A Ckay.

Q kay. So | amjust trying to get a feel for

t he changes.
If you | ook at the difference colum, there is

a bol ded nunber at the bottomthere for average.

A Yes.

Q And the original nunber there was 153, and now
it's 5397

A Yes.

Q (kay. And then the percent difference col um,
same bol ded nunber for average went from 0.08 percent to

2.8 percent?

A Yes.

Q So both of those increased?

A Yes --

Q Thank you.

A -- they -- let nme explain wy.

Q Sure.

A So initially, when we read the question, it

was tal ki ng about our accuracy and our

weat her-nornmal i zed accuracy of 0.8 percent; incorrectly,
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we put under this table in the colum that says, actua
sales, we just projected. And then as we were revi ew ng
things this week, | realized that m stake. So we have
corrected it, and now we have our actual sales.

So the first tinme what you were seeing, where
you saw the point -- 0.08 percent was really just our
forecast versus our weather-normalized sales. That was
an accurate -- |look at your -- at our accuracy. Now, |
have responded correctly, and we are | ooking at our
actual energy sal es versus our weather-nornalized sal es.
So those differences basically represent our estinate of
the i npact of weat her.

Q Thank you. That's a very hel pfu
clarification.

So in your role as the Director for Load
Research and Forecasting, your team devel oped inputs
that will then be turned over to TECO s cost of service
t eanf

A That is correct.

Q And TECO i s recomendi ng a 4CP cost of service
in this case?

A Yes.

Q | know you know. W just want to get it on
t he record.

And the four specific peak nonths that TECO
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1 uses in the 4CP case are January, June, July and August?

2 A | amnot real famliar with the 4CP, but,
3 subject to check, | would agree.
4 Q Ckay. | believe it cones fromyour testinony.

5 Gve ne one second. No, we can go back to that.

6 But would you agree that anong other reasons,
7 it is inportant for TECO to have an accurate sales
8 forecast to ensure that it will have enough generating

9 capacity to neet demand at any given tine?

10 A | woul d agr ee.

11 Q And an accurate forecast is also inportant to
12 nmake sure that TECO has enough sales in a given year to

13 require its revenue requirenent for that year to --

14 excuse ne -- to recover its revenue requirenent for that
15 year?

16 A Yes.

17 Q And TECO s total rate based revenue

18 requirenent for any given year is recovered from

19 custoners through a conbination of fixed and volunetric
20 charges?

21 A Can you repeat that?

22 Q Sure. And these are foundational questions.
23 This is not neant to be a trap.

24 | amjust clarifying that TECO recovers its

25 revenue requirenents for any given year from custoners
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t hrough a conbination of fixed and vol unetric charges?

A Yes, | woul d agree.

Q And for the volunetric portion of that
recovery, in very sinple terns, the rates for any given
class are derived as a function, basically, of the
revenue requirenent that is allocated to that class
divided by the kilowatt hours of |oad that that class is
expected to consunme over the year?

A | think you are getting out of an -- in an
area that's not ny area of expertise.

M5. PONDER  Yeah, | would object. This is
not in Ms. Cifuentes' testinony. | believe these
are questions directed to M. WIlians' testinony.
There is nowhere in Ms. Cifuentes' testinony that
addresses the subject that is in question.

CHAI RVAN LA RCSA: |Is there any further
t hought on that? Oherwise, | wll -- | can rule,
I f necessary.

MR. LUEBKEMANN:. Yeah, | will try to refranme it.

What | amreally trying to get at here is the
-- these, | believe, directly -- appropriately
directed at Ms. G fuentes inasnmuch as it is the
i npacts of the forecasting on the other piece. |
recogni ze that she's not the cost of service

wtness. | amreally trying to get a |l ook at the
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pi eces that go into that.

CHAI RVAN LA RCSA: Gkay. |If you can point to
her testinony, then obviously, do that when
applicable, then the witness obviously can state if
it's not in her purview

MR, LUEBKEMANN. Ckay. Can | try one or two
nore here and then nove on?

CHAI RVAN LA ROSA:  Yes.

MR, LUEBKEMANN: Thank you, M. Chair.

BY MR LUEBKEMANN:

Q Essentially what | amgetting at here is if
TECO s | oad forecast ended up bei ng nmuch hi gher or | ower
than -- or rather, if TECOs actual sales in a given
year ended up being nuch higher or lower than its | oad
forecast, would you agree that that could create
probl ens for revenue requirenent recovery?

A | don't knowif -- | don't think I would agree
with that.

Q Can you expl ai n why not ?

A Vell, | guess because | amthinking, you know,
in a given year, if it's over or under, there is other
t hi ngs al so goi ng on, expenses, you know, so it's not
the big picture that I would need to nake that
determ nation on the revenue requirenent cal cul ation.

Q | nean, if we are |ooking at revenue -- | am
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not tal king about all the clauses, but |ooking at
revenue requirenent, this is the picture that the
conpany says it needs to recover for a given year that
Is allocated across the classes, and then it's broken
down by the expected consunption of those classes --
t hose nunbers com ng from your departnent.
| amjust asking if the actuals end up being,
for instance, nmuch | ower than what you forecast, is it
possi bl e that TECO woul d end up not recovering the
revenue requirenent that it anticipated for the year?
A It's possible.
Q Thank you.
And so just one nore there and | assure you we
wi |l nove on.
If TECO s | oad were actually nmuch hi gher than
the forecast, is it possible that TECO coul d
over-recover versus the revenue requirenent that they
anticipated for that year?
A Again, all of the things equal, possibly, but
all things are not equal.
Q Ckay. Thank you.
If we could go to master nunber F1694, or dash
94. And this is Conprehensive Exhibit 831, staff's
third cross-examne exhibit. Sure. It's -- it's

F16-94, and this is going to be an Excel sheet. |If you
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1 could open that.

2 Ms. Cifuentes, are you famliar with this
3 docunent -- once it conmes up and you can see it?

4 A Yes, | am

5 Q And this is a work paper that was used in

6 devel opi ng your testinony?

7 A Yes, it is.

8 Q Oh, and/or the MFRs?

9 A Yes.

10 Q If we go to the tab summary, which we are on,

11 great. This shows the variance between TECO forecasts
12 and actuals with respect to nunber of custoners and

13 sal es?

14 A Yes.

15 Q And TECO s 10-year average retail sales,

16 actuals, are 1.9 percent below the forecasted sal es on
17  this docunent?

18 A That's correct.

19 Q And since 2021, TECO s three-year average

20 retail sales actuals were 3.2 percent bel ow forecast

21 retail sal es?

22 A That's correct.

23 Q If you could go to master nunber 3.14 --
24 A Can we -- can we stay there?

25 Q Sure. Sure.
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1 A | would like to point out that the 3.2-percent
2 you nentioned on a weather-normalized basis, which is

3 how you assessed how your forecasts are doing, our

4 forecasts are only one-tenth of a percent off.

5 And then you had nentioned a 1.9, or 10-year
6 average 1.9 percent. On a weather-normalized basis,

7 were actually 0.8 percent off. So that's the way that
8 we should | ook at forecast accuracy.

9 Q Thank you for the additional context, but you
10 would agree these nunbers are accurate on this part?

11 A | agree with those nunbers, that they are

12 accurate.

13 Q Ckay. So if we could nove on to 3.4-6645.

14 This is hearing Exhibit 663, or FLL-203. And do you

15 recogni ze this docunent?

16 A Well, | see two different docunents. Do |
17 1ook at the one on ny screen?
18 Q Can you -- what's the nunber in the upper

19 right-hand corner for you?

20 A F3. 4- 66446.

21 Q 66457

22 A 46. Okay. Now, we are -- that's what we were
23 | ooking at previously, what | have in front of ne. That

24  matches what's up there now.

25 Q kay. This should be a different page than
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the one we were | ooking at before, but it should have a
very simlar |ooking chart.

| just want to confirmthat what we are
| ooking at here is a response to a discovery request,
and this is an updated copy of the last exhibit for your

rebuttal testinony?

A | don't recall this being in nmy rebuttal
testinmony. | wll have to check.
Q Okay. Well, let nme ask the question this way:

What changes were made to the updated docunment in your
rebuttal testinony conpared to your original?

A Ckay. Wien | -- | believe, in ny rebuttal
testinony, what | updated was | recreated a -- sone
nunbers, but on a weather-normalized basis. No nunbers
were revised. | just pulled out the nunbers that | felt
were the ones that we should be | ooking at on a
weat her - normal i zed basi s.

Q As opposed to the non-weat her-nornmalized
basi s?

A Exactly. So no nunbers in the spreadsheet
wer e revised.

Q Ckay. Thank you.

And if we could go to nmaster nunber 16-95.
This is hearing Exhibit 831, again, fromstaff's third

-- there is going to be a nunber of these fromstaff's
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1 third -- sure, that's six -- sorry. F16-95.
2 And, Ms. G fuentes, is this another work paper

3 of yours?

4 A Il wll wait until | can see it --

5 Q Sure.

6 A -- right here. | can't see that.

7 Yes, this is.

8 Q Okay. And we are on the tab -- that's

9 perfect -- the tab year-to-date February, perfect.

10 This tab shows the forecasted versus act ual

11 retail sales by nmonth from June of 2023 through February
12 of 20247

13 A That is correct.

14 Q And energy sales during the sumrer nonths

15 trend above TECO s forecast?

16 A That's correct.
17 Q It's five percent above in July?
18 A Five, yes. On a weather-nornalized basis, it

19 was half a percent.

20 Q Sure. | amgoing to be tal ki ng about the

21 non-weat her-nornalized bases for now, and respect your
22 position that you think the nornmalized ones are the ones
23 where we ought to be | ooking.

24 It was six percent above in August?

25 A Yes.
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1 Q And 7.7 percent above in Septenber?

2 A That's correct.

3 Q And on the other hand, the actual sales were

4 | ower than forecast between Novenber and February?

5 A That's correct.

6 Q And you woul d agree that the biggest variance
7 is in January, at 5.1 percent |less than the forecast?

8 A Yes, our forecast was too high.

9 Q Could we go to master nunber E7770? This from

10 Exhibit 208 -- admitted Exhibit 208.

11 And once there, there is sonme scrolling -- it
12 actually mght be better just to do the naster nunber.
13 This is for Interrogatory No. 139. So the master nunber
14 associated wth that is E7796.

15 And, Ms. Ci fuentes, if you could give ne a nod
16 when you are -- when it's conme up for you. | recognize

17 there is a lag for all of us.

18 A Yes, it's up.

19 Q Did you sponsor the answer to this

20 interrogatory?

21 A Yes.

22 Q And in this answer, you attribute here the

23 higher error rates in sales forecasts to, quote, "hotter
24 than normal weather"?

25 A That's correct.
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Q Go to the next page. Al right. Rather than
zoomng in on all of these, | amgoing to ask you a
general question about this.

You woul d agree that TECO s forecast has
experienced greater variance for non-weat her-normalized

sales than for weather-normali zed sal es?

A | would agree with that.
Q Okay. Save us sone tinme there.
You -- | guess while we are tal king about

normal i zati on, you had a conversation with Ms. Wessling
about weat her normali zati on, and we have danced around
this subject a little bit. How exactly does TECO
normal i ze for weather?

A Okay. Let ne see if | can explain it where it
makes sense.

So weat her normalizing is based on a
coefficient which represents the, you know, kW per
degree day. And this coefficient comes from our
regressi on nodels, which correl ates weat her and cust oner
usage.

So we have -- that's one piece. W have this
coefficient that represents this relationship between
energy and weather. And then we | ook at our weather.
What was normal. Wat was expected. Wat -- you know,

what we used to forecast, and what actually happened.
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And we take the difference in those degree days,
multiply themby the coefficient and tinmes the nunber of
custoners that we have, and that gives you what the
weat her inpact was. And that's how you normalize. You
renmove that weather inpact fromyour actual energy
sales. That's how you weat her nornali ze.

Q Thank you for the explanation.

Wuld it be fair to say the | argest | oads on

TECO s system are, by end-use, would be space heating
and cool i ng, depending on the season?

A | woul d agr ee.

Q And woul d you agree that those end uses are

entirely tenperature dependent?

A They are -- | amsorry, could you repeat?

Q Entirely tenperature dependent?

A Yes.

Q And, that is, TECO uses a 65-degree Fahrenheit

break point above or bel ow which HVAC systens are
assuned to be heating or cooling respectively?

A 65 degrees is the base. Yes.

Q Wul d you agree there is a difference between
weat her and climate?

A | woul d agree.

Q And woul d you agree that weather would capture

the kinds of day-to-day or nonth-to-nonth, even
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1 year-to-year variation in tenperature within a -- sort
2 of a baseline?
3 A | am not an expert in clinmatol ogy, but I

4 would, high level, yes, that's correct.

5 Q In general terns?
6 A Yeah.
7 Q And woul d you al so agree that clinmate nore

8 describes the nmeta system or the baseline from which

9 that day-to-day or seasonal variation is taking place?
10 A | could agree with that.

11 Q Whul d you further agree that if the climte

12 were to change, it would shift the baseline around which
13 that variation that we would call weather is occurring?
14 A It's possible, but -- it's possible, but for
15 the period of tinme | have been doing this, it has not

16 noved. 65 is pretty much the base.

17 Q Right. | amnot referring to that nunber

18 specifically. Just in general terns here, if we talk

19 about weat her as, you know, interday, interweek,

20 i nt erseasonal variation around a general baseline, would
21  you agree that climte change, or changing a clinate

22 would nove the baseline in any direction, it would just
23 nove that baseline?

24 A | believe it would probably be a gradual

25 change over tine.
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Q Fai r enough.

Could we go to nmaster nunber 3.2-3815. And

this docunent -- do you have it up?
A Yes. |If it's one that we have seen already.
Q | -- yes. Yes. This is one that OPC pul |l ed

up. And | will ask you different questions around this.

But just to confirm this docunment summari zes
billed versus projected energy between -- use by class
between May '23 and April '247?

A Yes.

Q And if we go two pages down, does this page
show narrative explanations for the variances between
proj ected and actual sal es?

A Yes, it does.

Q And under the headi ng peak demand -- or under
t he peak demands section, does it note that projected
wi nter peaking nonths are now being driven by hot days
rat her than col d weat her?

A | amreading -- | amreading it.

Q Sure. This would basically be cell H15, GH
are nerged --

A For that specific period, but that's not
consistent in all w nter nonths.

Q Ckay.

A For that period, it was.
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1 Q So it is your testinony that wi nter peaks on
2 TECO s systemare driven by heating needs rather than

3 cooling needs?

4 A Can you repeat that?
5 Q The vari ance explanation on this page
6 attributes winter peaks to -- effectively, it attributes

7 themto cooling needs rather than heating needs, because
8 it's saying they are happening on hot peaking days. And
9 you are saying, that explanation applies in this context
10 to this time period, but you would not agree that it is
11 representative of the peaks on TECO s systen?

12 A Correct. | don't agree. | still think

13 heating degree days will drive the winter nonths peaks
14 at tinmes, but sonetines it is a cooling -- a cooling

15 degree day.

16 | will say this first quarter of this year,

17  which this kind of overlaps into, was the m | dest period
18 of time in -- for the -- for that -- those nonths in the
19 past 50 years. Very mld.

20 Q kay. And if we could go three pages down,

21  master nunber ending in 3820.

22 Looki ng at this page, the projection for

23  non-phosphate peak demand shows a cl ear spi ke between

24  Decenber '23 -- Decenber of 2023 and February of 2024?

25 A Can you -- | need to see --
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Q
A

predi cted
Q
predi cted?

A

Q

t here?
A
31-degree
Q

A

Q

W nter season?

A

Q
A

t hat our f

Q

or forecas

A

Q

this wll

Sure.
Can you scoot that up? Oange line is

Yeah. So the orange line in the graph is the

Yes.
Ckay. Sorry.

And you agree that there is a predicted spike

Yes. We forecast our winter peaks to be a
day --

And that --

-- 31 degrees.

And that spi ke does coincide with TECO s

Coi nci des with?
Wth TECO s wi nter season.

Yes. And it's evident there in that graph

irst quarter was very, very mld.
Ri ght .
So you woul d agree that that -- the predicted

t wwnter peak did not materialize as expected?
It did not.
For February, the -- this is |ooking up --

be cell five, K5, |ooking at the variance. So
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1 there is three highlighted cells.
2 For February of 2024, the actual peak was

3 alnost 29 percent bel ow the expected peak?

4 A Yes. Again, that was very mld quarter.

5 Q And for Decenber, it was 30 percent bel ow?

6 A For which nonth did you say?

7 Q Sorry. For Decenber of 2023.

8 A It was 4.4 percent.

9 Q | amsorry, | amlooking at the percent

10 variance. M apologies. So this is cell 15.

11 A Oh, okay. Yes, | see that.

12 Q And simlarly for January of 2024, the actua

13 peak was 53 percent |ower than expected?

14 A Yes.

15 Q Can we go to master nunber --

16 A Bef ore we nove on, can | add sonet hi ng?

17 If we were to extend this, this ends in March.

18 |If we go through |ast nonth, or May, or June and July
19 sumrer peaks. | just want to point out, they were only
20 off by eight negawatts in both June and July. Qur peak
21 demand forecast, and the forecasts in this proceeding,
22 were basically dead on.

23 And | also would |Iike to point out that we

24 raised the forecast for this proceedi ng by al nbst one

25 percent because we realized residential forecast had
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been on the | ow si de.

A residential forecast right now,
year-to-date, July is actually three-tenths of a percent
bel ow our budget. So this forecast in this proceeding
that leads into the test year is very, very accurate on
a weat her-nornalized basis, which, you know, | like to
talk about it that way. |It's -- we are eight-tenths of
a percent above, because we had a hot July, and we al so
had an upside with an industrial custonmer. |[If we renove
the inpacts of that custoner, we are actually -- our
forecast through July is 0.0 percent. W are bel ow our
budget by three gigawatt hours. That's a very, very
good statistic for a forecast in a proceedi ng.

Q Ckay. And | think you indicated this, but to
confirm you are tal king about the weather-nornalized
for all of those nunbers?

A Well, both. Even not on a weather-nornalized
basis, our residential forecast is three-tenths of a
percent bel ow our -- bel ow our budget. So our budget is
t oo high.

In total, because we had a -- sone -- a hot --
hotter weather | ast nonth, as well as an industri al
upside. |If we renove that industrial upside, our not --
non- weat her-normal i zed forecast is just off by, |

believe, two-tenths of a percent. But if you weather
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1 normal i ze that two-tenths of a percent, that's where |
2 amsaying we are 0.0 percent off on our forecast.

3 That's three gigawatt dollars bel ow our budget is where
4 our actual cones in.

5 Q Thank you for the context.

6 Can we nove on now to master nunber F16-89?

7 And this is fromhearing Exhibit 831.

8 CHAI RMAN LA ROSA: M. Luebkemann, how many

9 nore questions do you think you have for this

10 Wi t ness?

11 MR, LUEBKEMANN: | have a fairly significant
12 bit left.

13 CHAI RVAN LA ROSA: Al right.

14 MR, LUEBKEMANN: If it's tinme for a break,

15 this would a good tine.

16 CHAI RMAN LA ROSA:  Yeah, | think so. | agree.
17 Let's do that. Let's take a break until 3:45.
18 Thank you.

19 (Brief recess.)

20 (Transcript continues in sequence in Vol une
21  8.)

22

23

24

25
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