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TAMPA ELECTRIC COMPANY 
DOCKET NO. 130040-EI 

FILED: 04/05/2013 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

BRAD J . REGISTER 

Q. Please s t a t e your name, address, occupation and employer. 

A. My name i s Brad J . R e g i s t e r . My business address i s 702 

N. F r a n k l i n S t r e e t , Tampa, F l o r i d a 33602. I am employed 

by Tampa E l e c t r i c Company ("Tampa E l e c t r i c " or "company") 

as D i r e c t o r - Compensation and B e n e f i t s . 

Q. Please p r o v i d e a b r i e f o u t l i n e of your e d u c a t i o n a l 

background and business experience. 

A. I re c e i v e d a Bachelor o f Science degree i n E l e c t r i c a l 

E ngineering i n 1985 from the U n i v e r s i t y of South F l o r i d a 

i n Tampa, F l o r i d a . I have been employed by Tampa 

E l e c t r i c f o r 27 years, working predominately i n p o s i t i o n s 

i n the areas o f Energy D e l i v e r y , Telecommunications, 

F a c i l i t i e s , and most r e c e n t l y i n Human Resources. 

I n 2007, I accepted a p o s i t i o n i n Human Resources as 

D i r e c t o r - Employee R e l a t i o n s , where I became r e s p o n s i b l e 

f o r a v a r i e t y o f employee r e l a t e d f u n c t i o n s i n c l u d i n g a l l 
DOCUME?tT no. ll^^TE 
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l a b o r r e l a t i o n s m a t t e r s . I n 2009, I became D i r e c t o r -

Compensation and B e n e f i t s , r e s p o n s i b l e f o r a l l b e n e f i t 

programs i n c l u d i n g compensation, d e f i n e d b e n e f i t pension, 

r e t i r e m e n t savings (401k), h e a l t h c a r e , t r a i n i n g and 

development. I n 2010, I assumed r e s p o n s i b i l i t y f o r the 

p a y r o l l f u n c t i o n as w e l l . I n 2012, the t r a i n i n g and 

development f u n c t i o n was t r a n s f e r r e d t o the company's 

Employee R e l a t i o n s group. 

I am a r e g i s t e r e d p r o f e s s i o n a l engineer i n the S t a t e o f 

F l o r i d a . I a l s o h o l d a Senior P r o f e s s i o n a l i n Human 

Resources c e r t i f i c a t i o n from the S o c i e t y f o r Human 

Resource Management. 

INTRODUCTION 

Q. What i s the purpose of your d i r e c t testimony? 

A. The purpose o f my d i r e c t testimony i s t o p r o v i d e an 

overview o f the gross p a y r o l l and b e n e f i t s expense as 

shown i n Minimum F i l i n g Requirements ("MFR") Schedule C-

35, and demonstrate the reasonableness o f Tampa 

E l e c t r i c ' s f o r e c a s t e d gross p a y r o l l and b e n e f i t s expense 

of $297,279,135 f o r 2014. My d i r e c t t e s t i m o n y a l s o 

supports MFR Schedules C-8, C-17, C-41 and F-8. 
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Q- Have you prepared an e x h i b i t f o r p r e s e n t a t i o n i n t h i s 

proceeding? 

A . Yes, I am sponsoring E x h i b i t No. (BJR-1) e n t i t l e d 

" E x h i b i t o f Brad J. R e g i s t e r " , t h a t was prepared under my 

d i r e c t i o n and s u p e r v i s i o n and c o n s i s t s o f the f o l l o w i n g 

t e n documents: 

Document No. 1 L i s t o f Minimum F i l i n g Requirement 

Schedules Sponsored or Co-Sponsored by 

Brad J. R e g i s t e r 

Document No. 2 T o t a l Annual Compensation A n a l y s i s f o r 

Exempt and Non-Covered/Non-Exempt 

Benchmarked P o s i t i o n s (2012) 

Document No. 3 M e r i t Budget H i s t o r y - Exempt (2008-

2013) 

Document No. 4 M e r i t Budget H i s t o r y - Non-Covered/Non-

Exempt (2008-2013) 

Document No. 5 U t i l i t y Comparison - T o t a l S a l a r i e s and 

Wages as a Percent o f Operations and 

Maintenance Expense (2011) 

Document No. 6 IBEW and OPEIU H i s t o r i c a l Base Wage 

Adjustment (2008-2013) 

Document No. 7 2011 BENVAL Study - E n t i r e B e n e f i t 

Program (Excludes Team Member 

C o n t r i b u t i o n s ) 

3 



Document No. 8 2011 BENVAL Study - Medical and Dental 

(Excludes Team Member C o n t r i b u t i o n s ) 

Document No. 9 Average Healthcare Cost per A c t i v e Team 

Member (2008-2012) 

Document No. 10 2011 BENVAL Study - Defined B e n e f i t and 

Defined C o n t r i b u t i o n (Excludes Team 

Member C o n t r i b u t i o n s ) 

What i s Tampa E l e c t r i c ' s b a s i c p h i l o s o p h y w i t h respect t o 

i t s team members (employees)? 

Tampa E l e c t r i c ' s v i s i o n i s t o be a v a l u e s - d r i v e n , 

r e s u l t s - f o c u s e d company t h a t i s respected by i t s 

c o n s t i t u e n t s which i n c l u d e s team members, customers, 

shareholders, the communities i t serves and v a r i o u s 

governmental a u t h o r i t i e s . The company's core values are 

Safety, I n t e g r i t y , Respect and Concern f o r Others, 

Achievement w i t h a Sense of Urgency and Customer Service. 

Tampa E l e c t r i c ' s v i s i o n i s accomplished through engaged, 

m o t i v a t e d , t a l e n t e d team members who d e l i v e r r e s u l t s i n a 

c o s t - e f f e c t i v e and i n n o v a t i v e manner. The company's 

workforce i s b u i l t and main t a i n e d u s i n g a s t r a t e g y o f 

a t t r a c t i o n , r e t e n t i o n and development w i t h the f o l l o w i n g 

areas o f focus: 

• S e l e c t i o n and promotion of t a l e n t e d , d e d i c a t e d team 



members. 

• Competitive f i x e d and v a r i a b l e compensation programs. 

• Competitive b e n e f i t s package. 

• Alignment o f team member development w i t h company and 

i n d i v i d u a l career goals. 

• I n t e g r a t i o n o f Human Resource p o l i c i e s and procedures 

which value team members. 

This focused p h i l o s o p h y p r o v i d e s Tampa E l e c t r i c w i t h a 

workforce d e d i c a t e d t o c o n t r o l l i n g costs and d r i v i n g key 

performance m e t r i c s throughout the o r g a n i z a t i o n . 

What i s Tampa E l e c t r i c ' s p r o j e c t e d t o t a l compensation and 

b e n e f i t s cost and p r o j e c t e d team member count f o r 2014? 

As o u t l i n e d i n MFR Schedule C-35, Tampa E l e c t r i c ' s t o t a l 

compensation and b e n e f i t s cost i s p r o j e c t e d t o be 

$297,279,135 f o r 2014. The average number o f team 

members, p r o j e c t e d f o r 2014 i s 2, 455. 

What a c t i o n s has Tampa E l e c t r i c taken since i t s l a s t base 

r a t e proceeding, f i l e d i n Docket No. 080317-EI, t o 

c o n t r o l headcount? 

Tampa E l e c t r i c i s committed t o s e r v i n g i t s customers by 



d e l i v e r i n g r e l i a b l e e l e c t r i c s e r v i c e i n a c o s t - e f f e c t i v e 

manner. This e f f o r t i s d r i v e n by a l l team members 

working i n bo t h o p e r a t i o n s and support f u n c t i o n s 

throughout the company, c o n t i n u a l l y l o o k i n g f o r ways t o 

d r i v e e f f i c i e n c y i n t o t h e business. S t a f f i n g l e v e l s are 

one area o f emphasis given the s i g n i f i c a n t c o n t r i b u t i o n 

o f p a y r o l l and b e n e f i t s t o the company's o v e r a l l c o s t s . 

As such, a l l department leaders are expected t o consider 

the need t o f i l l a vacancy when one occurs. I n order t o 

ensure the company's con t i n u e d focus on managing s t a f f i n g 

l e v e l s , o f f i c e r approval i s r e q u i r e d f o r every headcount 

a d d i t i o n . Tampa E l e c t r i c ' s 2014 t e s t year i n c l u d e s an 

average headcount o f 2,455. This s t a f f i n g l e v e l i s 

n e a r l y 100 p o s i t i o n s below Tampa E l e c t r i c ' s average team 

member headcount o f 2,538 i n 2008 and the 2,548 p o s i t i o n s 

approved by the Commission f o r the 2009 t e s t year i n 

Tampa E l e c t r i c ' s l a s t base r a t e proceeding, i n the f i n a l 

Order PSC-09-0283-FOF-EI issued on A p r i l 30, 2009 i n 

Docket No. 080317-EI. This decreased s t a f f i n g l e v e l 

o ccurred d u r i n g a time p e r i o d when the company has 

cont i n u e d t o add i n f r a s t r u c t u r e t o r e l i a b l y support both 

e x i s t i n g and new customers. 

The most s i g n i f i c a n t c o n t r i b u t o r t o t h i s headcount 

r e d u c t i o n took p l a c e i n mid-2009 when TECO Energy, I n c . 



undertook a r e o r g a n i z a t i o n o f i t s F l o r i d a o p e r a t i o n s 

i n c l u d i n g both Tampa E l e c t r i c and Peoples Gas System 

("Peoples Gas") i n order t o m a i n t a i n a reasonable and 

prudent cost p r o f i l e a t bo t h u t i l i t i e s . This a c t i o n was 

taken a f t e r a n a l y z i n g the r e s u l t s o f the f i n a l Tampa 

E l e c t r i c 2008 base r a t e proceeding order w h i l e 

c o n s i d e r i n g a number of c r i t i c a l f a c t o r s i n c l u d i n g the 

c o n t i n u i n g economic u n c e r t a i n t y , energy sales d e c l i n i n g 

i n s t a r k c o n t r a s t t o the energy sales increases p r o j e c t e d 

i n Tampa E l e c t r i c ' s 2008 base r a t e proceeding, and our 

c o n t i n u i n g d e s i r e t o m a i n t a i n a lean and e f f i c i e n t 

o p e r a t i o n . Because o f t h i s e f f o r t , the F l o r i d a 

o p e r a t i o n s were s t r e a m l i n e d and i n t e g r a t e d t o capture 

e f f i c i e n c i e s and synergies throughout the e n t i r e 

o r g a n i z a t i o n . This i n t e g r a t i o n l e d t o a net r e d u c t i o n o f 

169 p o s i t i o n s a t Tampa E l e c t r i c w i t h o u t a d v e r s e l y 

a f f e c t i n g s e r v i c e t o our customers. A l l areas and l e v e l s 

o f the o r g a n i z a t i o n were a f f e c t e d , e x c l u d i n g f r o n t l i n e 

p e rsonnel. 

What are the o b j e c t i v e s o f Tampa E l e c t r i c ' s t o t a l 

compensation and b e n e f i t s programs? 

Tampa E l e c t r i c ' s compensation and b e n e f i t s programs are 

designed t o b u i l d and m a i n t a i n a de d i c a t e d work f o r c e by 

7 



c o m p e t i t i v e l y rewarding i n d i v i d u a l s compared t o n a t i o n a l 

and l o c a l markets. S p e c i f i c a l l y , t h e company's 

compensation program s t r i v e s t o d r i v e success throughout 

the o r g a n i z a t i o n through a c o m p e t i t i v e compensation 

s t r u c t u r e f o r each p o s i t i o n t a r g e t i n g the market median 

(50*^^ p e r c e n t i l e ) f o r t o t a l annual compensation based on 

j o b d u t i e s and r e s p o n s i b i l i t i e s . Market median i s 

p r e dominately used as a compensation best p r a c t i c e and i s 

advantageous over the mean or average since the median i s 

le s s s e n s i t i v e t o o u t l i e r s i n market data. 

T o t a l annual compensation i n c l u d e s b o t h a f i x e d component 

(base s a l a r y ) and a v a r i a b l e component (Performance 

Sharing Program or "PSP"). The use of a v a r i a b l e 

compensation component helps c o n t r o l f i x e d compensation 

costs by p u t t i n g a p o r t i o n o f t o t a l annual compensation 

a t r i s k thus a l l o w i n g Tampa E l e c t r i c t o r e a c t t o market 

c o n d i t i o n s w h i l e f o c u s i n g team members on s a f e t y , 

p r o d u c t i v i t y , e f f i c i e n c y , cost containment, r e l i a b i l i t y 

and customer s e r v i c e . 

Are Tampa E l e c t r i c ' s t o t a l compensation and b e n e f i t s 

costs reasonable? 

Yes. Tampa E l e c t r i c benchmarks bo t h compensation and 



b e n e f i t s costs on a r e g u l a r b a s i s a g a i n s t v a r i o u s market 

sources t o ensure reasonableness. Cost c o n t r o l measures 

co n t i n u e t o be a major focus throughout the company. 

COMPENSATION 

Q. What resources does Tampa E l e c t r i c use t o ev a l u a t e i t s 

compensation programs? 

A. Tampa E l e c t r i c uses a number of n a t i o n a l l y recognized 

resources t o eval u a t e and benchmark i t s compensation 

programs. For managerial, p r o f e s s i o n a l , and t e c h n i c a l 

p o s i t i o n s , n a t i o n a l compensation market data i s t y p i c a l l y 

used since the l o c a l l a b o r p o o l does not always p r o v i d e 

an adequate candidate p o o l f o r these types o f p o s i t i o n s . 

For a d m i n i s t r a t i v e p o s i t i o n s , l o c a l compensation market 

data i s t y p i c a l l y used since t h e r e i s an adequate 

candidate p o o l a v a i l a b l e l o c a l l y . Both general and 

u t i l i t y s p e c i f i c market data are used as a p p r o p r i a t e , 

depending on the type o f p o s i t i o n , since the company's 

workforce encompasses m u l t i - i n d u s t r y t a l e n t s . S k i l l e d 

l a b o r p o s i t i o n s , covered by I n t e r n a t i o n a l Brotherhood o f 

E l e c t r i c a l Workers ("IBEW") Local Union 108, are 

benchmarked d u r i n g each c o l l e c t i v e b a r g a i n i n g agreement 

("CBA") n e g o t i a t i o n u s i n g southeastern u t i l i t i e s as the 

comparable group. The CBA i s the c o n t r a c t between t he 
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union and the company t h a t governs working c o n d i t i o n s 

i n c l u d i n g wage sca l e s , working hours, t r a i n i n g , h e a l t h 

and s a f e t y , overtime, grievance mechanisms and r i g h t s t o 

p a r t i c i p a t e i n workplace or company a f f a i r s . 

The p r i m a r y sources of compensation data r e l i e d on by 

Tampa E l e c t r i c i n c l u d e the f o l l o w i n g p r o v i d e r s : 

• Towers Watson, a l e a d i n g g l o b a l p r o f e s s i o n a l s e r v i c e s 

company i n the area o f human resources. 

• WorldatWork, a g l o b a l n o n p r o f i t human resources 

a s s o c i a t i o n o f more than 30,000 p r o f e s s i o n a l s and 

o r g a n i z a t i o n s focused on compensation, b e n e f i t s , and 

human resources management. 

• Mercer, a l e a d i n g g l o b a l human c a p i t a l a d v i s o r y f i r m . 

Mercer i s a l s o TECO Energy, Inc.'s independent a c t u a r y , 

4Glk a d m i n i s t r a t o r and h e a l t h c a r e c o n s u l t a n t . 

• AonHewitt, a l e a d i n g g l o b a l p r o v i d e r o f r i s k 

management, insurance and rei n s u r a n c e brokerage, and 

human resource s o l u t i o n s and o u t s o u r c i n g s e r v i c e s . 

AonHewitt i s al s o TECO Energy, Inc.'s Funded B e n e f i t 

Committee's investment a d v i s o r . 

• EAP Data I n f o r m a t i o n S o l u t i o n s , LLC, a p r o v i d e r o f cost 

e f f e c t i v e and t i m e l y compensation and b e n e f i t s support 

s e r v i c e s t o the Energy Services I n d u s t r y (used f o r 

t e c h n i c a l c r a f t j o b benchmarking). 

10 
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• Steven H a l l & Partners Executive Compensation, an 

independent compensation c o n s u l t i n g f i r m , s p e c i a l i z i n g 

e x c l u s i v e l y i n the areas o f ex e c u t i v e compensation, 

board remuneration and r e l a t e d c o r p o r a t e governance 

is s u e s . Steven H a l l & Partners i s al s o TECO Energy, 

Inc.'s Board Compensation Committee c o n s u l t a n t . 

How does Tampa E l e c t r i c ' s t o t a l annual compensation 

program compare t o the market? 

Tampa E l e c t r i c ' s t o t a l annual compensation l e v e l s are 

s l i g h t l y below the market median. A d e t a i l e d 

benchmarking a n a l y s i s o f t o t a l annual compensation ( f i x e d 

and v a r i a b l e ) i s performed on an annual or b i e n n i a l b a s i s 

f o r a core group o f jobs d e f i n e d as "benchmark j o b s " t o 

determine Tampa E l e c t r i c ' s p o s i t i o n compared t o the 

market. The benchmark jobs i n c l u d e both exempt and non-

covered/non-exempt ("NC/NE") jobs t h a t p r o v i d e an exact 

match between market data and a Tampa E l e c t r i c j o b . This 

type of benchmarking a n a l y s i s i s standard throughout the 

i n d u s t r y . The most recent a n a l y s i s , completed f o r 2012, 

i n c l u d e d market data from Towers Watson, Mercer and EAP 

Data I n f o r m a t i o n S o l u t i o n s . Document No. 2 o f my e x h i b i t 

demonstrates t h a t Tampa E l e c t r i c has main t a i n e d i t s 

average t o t a l annual compensation f o r benchmarked exempt 
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and NC/NE jobs s l i g h t l y below the market median (50 

p e r c e n t i l e ) . 

As demonstrated i n Document No. 3 and No. 4 o f my 

e x h i b i t , Tampa E l e c t r i c ' s s a l a r y budget percentage used 

i n i t s annual m e r i t pay program has averaged below key 

market i n d i c e s over the p e r i o d 2008 t o 2013. I n 

a d d i t i o n , the percent increase f o r each i n d i v i d u a l year 

has p r e dominately been a t or below the average r a t e s o f 

key market i n d i c e s . 

F i n a l l y , Document No. 5 o f ray e x h i b i t demonstrates the 

appropriateness o f Tampa E l e c t r i c ' s t o t a l s a l a r i e s and 

wages as compared t o a number o f o t h e r u t i l i t i e s i n the 

Southeast as r e p o r t e d i n the Federal Energy Regulatory 

Commission ("FERC") Form-1 annual r e p o r t f o r 2011. This 

a n a l y s i s focuses on t o t a l s a l a r i e s and wages as compared 

t o t o t a l o p e r a t i o n s and maintenance expense and i s 

expressed as a percentage. Document No. 5 o f my e x h i b i t 

demonstrates Tampa E l e c t r i c ' s r e l a t i v e p o s i t i o n a t the 

median as compared t o t h i s benchmark group f o r 2011. 

Are the l e v e l o f s a l a r i e s and wages a p p r o p r i a t e 

c o n s i d e r i n g the rece n t economic downturn and c u r r e n t 

unemployment l e v e l s ? 

12 



Yes. One of the many challenges f a c i n g the u t i l i t y 

i n d u s t r y , i n c l u d i n g Tampa E l e c t r i c , i s a t t r a c t i n g and 

r e t a i n i n g a q u a l i f i e d w o r kforce. A s i g n i f i c a n t p o r t i o n 

of Tampa E l e c t r i c ' s workforce c o n s i s t s o f the f o l l o w i n g 

types o f employees: 

• T e c h n i c a l / p r o f e s s i o n a l team members, many o f whom 

are i n jobs r e q u i r i n g a c o l l e g e degree. 

• H i g h l y s k i l l e d c r a f t team members most of whom were 

t r a i n e d in-house through v a r i o u s on the j o b and 

classroom t r a i n i n g programs. 

Without c o m p e t i t i v e s a l a r i e s and wages, the company would 

los e many w e l l - q u a l i f i e d and t a l e n t e d team members and 

have a d i f f i c u l t time a t t r a c t i n g p r o s p e c t i v e t a l e n t . 

Excessive t u r n o v e r would be c o s t l y and n e g a t i v e l y a f f e c t 

s e r v i c e t o our customers. 

Describe Tampa E l e c t r i c ' s annual m e r i t pay process. 

Tampa E l e c t r i c ' s annual m e r i t pay process i s designed t o 

p r o v i d e team members an o p p o r t u n i t y t o earn an increase 

i n base s a l a r y each year, i n order t o reward performance 

and t o s t a y c o m p e t i t i v e w i t h market compensation l e v e l s . 

This process i s c l o s e l y t i e d t o Tampa E l e c t r i c ' s 

performance management system, which r e q u i r e s team member 



performance t o be monitored and documented throughout the 

year. At the end o f each year, a f i n a l performance 

review i s conducted w i t h each team member, r e s u l t i n g i n 

an o v e r a l l performance r a t i n g . F o l l o w i n g the year-end 

performance review, s u p e r v i s o r s recommend an a p p r o p r i a t e 

m e r i t adjustment f o r each non-covered team member w i t h i n 

t h e i r o r g a n i z a t i o n . These recommendations are then 

approved by each h i g h e r l e v e l o f management through the 

o f f i c e r l e v e l . 

The f i r s t step i n the annual m e r i t pay process i s 

e s t a b l i s h i n g a s a l a r y i n c r e a s e budget based on market 

data. The f o l l o w i n g f a c t o r s are then considered t o 

determine each team member's e l i g i b i l i t y f o r and l e v e l o f 

m e r i t i n c r e a s e : 

• A v a i l a b l e m e r i t increase d o l l a r s as a percentage of 

t o t a l company base s a l a r i e s . The o v e r a l l m e r i t 

increase percentage i s approved by s e n i o r management 

based on a recommendation from Human Resource 

personnel, who predominately use the p r o j e c t e d average 

s a l a r y i n c r e a s e percentage from the most rece n t 

WorldatWork Salary Budget Survey as the data source. 

• F i n a l o v e r a l l performance review r a t i n g . 

• Team member's c u r r e n t base s a l a r y r e l a t i v e t o the 

market f o r t h e i r p o s i t i o n ' s grade l e v e l . 
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• Appropriateness o f a m e r i t i n c r e a s e . Depending on the 

i n d i v i d u a l s i t u a t i o n , r e c e n t l y h i r e d team members, 

r e c e n t l y promoted team members, or team members not 

pe r f o r m i n g a t or above the o v e r a l l r a t i n g o f e f f e c t i v e 

may not r e c e i v e a m e r i t increase d u r i n g t he annual 

m e r i t pay process. 

Based on these f a c t o r s , a team member may r e c e i v e a m e r i t 

award i n the form o f a base s a l a r y i n c r e a s e , a m e r i t 

award i n the form o f a one-time lump sum payment, a 

combination o f the two, or no m e r i t i n c r e a s e . 

Team members covered by a CBA do not p a r t i c i p a t e i n Tampa 

E l e c t r i c ' s m e r i t process. The company v i g o r o u s l y 

n e g o t i a t e s w i t h each union d u r i n g each c o n t r a c t c y c l e , 

and an annual base wage adjustment i s n o r m a l l y i n c l u d e d 

i n the f i n a l o v e r a l l agreement. Document No. 6 o f my 

e x h i b i t summarizes the base wage adjustments f o r each 

union d u r i n g the p e r i o d 2008 t o 2013. Given t h a t the 

base wage adjustment f o r IBEW Local Union 108 f o r 2013 i s 

not y e t known and the base wage adjustments f o r bo t h IBEW 

Local Union 108 and OPEIU Local Union 46 f o r 2014 are not 

yet known, a t h r e e percent increase was used i n the 

company's budget p r o j e c t i o n s f o r 2013 and 2014. Three 

percent r e p r e s e n t s the f i n a l year base wage adjustment i n 

15 
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each c u r r e n t CBA and p r o v i d e s a reasonable budget 

assumption u n t i l the next CBA i s n e g o t i a t e d . The c u r r e n t 

IBEW base wage amounts are v a l i d through March 31, 2013. 

Tampa E l e c t r i c and IBEW Local Union 108 are c u r r e n t l y i n 

c o n t r a c t n e g o t i a t i o n s and expect t o reach a f i n a l 

agreement on a new CBA sometime i n A p r i l . The c u r r e n t 

OPEIU base wage amounts are v a l i d through December 31, 

2013. N e g o t i a t i o n s w i t h OPEIU Local Union 46 w i l l take 

p l a c e i n the f o u r t h q u a r t e r o f 2013. 

Q. Describe Tampa E l e c t r i c ' s Performance Sharing Program. 

A . PSP i s t h e same b a s i c v a r i a b l e compensation reward 

program as the company's Success Sharing program t h a t was 

approved as p a r t o f the company's 1992 and 2008 r a t e 

cases. The program was re-named a f t e r the company's 

r e o r g a n i z a t i o n i n 2009 as p a r t o f a goal t o b r i n g 

c o n s i s t e n c y t o a l l of the compensation and b e n e f i t 

programs c o v e r i n g the company's F l o r i d a team members 

(Tampa E l e c t r i c , Peoples Gas, and TECO Energy, I n c . ) . 

PSP p r o v i d e s f o r a p o t e n t i a l annual i n c e n t i v e payout 

based on a c h i e v i n g key o p e r a t i o n a l and f i n a n c i a l goals. 

The i n t e n t o f the program i s t o m a i n t a i n Tampa E l e c t r i c ' s 

p o s i t i o n r e l a t i v e t o the market i n t o t a l annual 

compensation w h i l e p u t t i n g a p o r t i o n o f t h i s pay " a t 

16 



r i s k " t o d r i v e and m o t i v a t e team members t o achieve h i g h 

l e v e l s o f performance. O v e r a l l , the program emphasizes 

s a f e t y , cost c o n t r o l and resource o p t i m i z a t i o n through a 

l i n k w i t h business performance and p e r s o n a l 

c o n t r i b u t i o n s . PSP goals are e s t a b l i s h e d a t the 

b e g i n n i n g of each year, and t h e r e f o r e , the s p e c i f i c goals 

f o r 2014 have not y e t been determined. However, 2014 

goals are expected t o be c o n s i s t e n t w i t h the 2013 PSP 

goals, which i n c l u d e the f o l l o w i n g t a r g e t s : 

• L i m i t the company-wide Occupational Safety and H e a l t h 

A d m i n i s t r a t i o n ("OSHA") rec o r d a b l e i n c i d e n c e r a t e t o 

0.80 or l e s s . This normalized r a t e i s c a l c u l a t e d by 

m u l t i p l y i n g the number of OSHA recordable i n c i d e n t s 

times 200,000 then d i v i d i n g by the number of team 

member hours worked. This r e s u l t s i n an i n c i d e n c e r a t e 

e q u i v a l e n t t o the number of r e c o r d a b l e i n c i d e n t s per 

100 team members working f o r an e n t i r e year. 

• Achieve near miss r e p o r t s t o t a l i n g a t l e a s t 6,200. 

Given the o p e r a t i n g environment most u t i l i t y team 

members experience on a d a i l y b a s i s , the company 

developed the Near Miss program t o encourage team 

members t o recognize p o t e n t i a l hazards i n t h e i r day-to­

day jobs and t o e l i m i n a t e these hazards b e f o r e the 

occurrence of a s a f e t y i n c i d e n t . This program a l s o 

p r o v i d e s the company w i t h a method t o document events 
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which have a s a f e t y l e a r n i n g o p p o r t u n i t y so t h a t o t h e r 

team members can b e n e f i t by these s a f e t y r e l a t e d 

experiences. 

• Complete a t l e a s t t e n LEAN p r o j e c t s . LEAN p r o j e c t s are 

continuous improvement e f f o r t s t h a t are broad i n nat u r e 

and u s u a l l y address i n t e r - d e p a r t m e n t processes. 

• Develop and implement f o u r c u s t o m e r - c e n t r i c s o l u t i o n s 

t h a t support the improvement of customer s a t i s f a c t i o n 

i n r e l i a b i l i t y , p r i c e , customer s o l u t i o n s and c o r p o r a t e 

c i t i z e n s h i p . 

• Achieve a 100 percent team member s k i l l gap a n a l y s i s . 

Develop a s t r a t e g y and p r o j e c t p l a n t o close any s k i l l 

gaps. 

The PSP t a r g e t payout i n c l u d e d f o r cost recovery i n the 

company's r a t e request i s f i v e percent f o r most team 

members. The t a r g e t p o r t i o n o f PSP i n c l u d e s goals 

r e l a t e d t o s a f e t y , process improvements, customer 

s a t i s f a c t i o n and team member s k i l l or knowledge 

enhancement. An a d d i t i o n a l seven percent p o t e n t i a l 

payout r e l a t e s t o f i n a n c i a l performance, but i t i s not 

i n c l u d e d i n the company's r a t e request. The average 

a c t u a l payout f o r PSP f o r the p e r i o d 2008 t o 2012 was 

4.54 percent w i t h a range o f 2.0 percent t o 10.19 

percent. 
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For o f f i c e r s and key employees, the PSP t a r g e t payout 

i n c l u d e d f o r cost recovery i n the company's r a t e request 

v a r i e s by p o s i t i o n and l e v e l b u t ma i n t a i n s t o t a l annual 

compensation a t the market median f o r the exempt employee 

group and i n c l u d e s b o t h o p e r a t i o n a l and f i n a n c i a l 

components. I n Tampa E l e c t r i c ' s 2008 r a t e proceeding 

F i n a l Order No. PSC-09-0283-FOF-EI, issued on A p r i l 30, 

2009 i n Docket No. 080317-EI, o p e r a t i n g expenses were 

reduced f o r the p o r t i o n o f i n c e n t i v e compensation t i e d 

d i r e c t l y t o TECO Energy Inc.'s r e s u l t s . While the 

r e g u l a t e d companies make up the l a r g e m a j o r i t y o f TECO 

Energy Inc.'s d i v e r s i f i e d i n t e r e s t s , and i n c e n t i v e s t i e d 

t o the parent company are h i g h l y dependent on the 

o p e r a t i n g performance o f Tampa E l e c t r i c , the company 

acknowledges t h a t a small f r a c t i o n o f i n c e n t i v e 

compensation i s t i e d t o the performance o f a non-

r e g u l a t e d a f f i l i a t e . As such, c o n s i s t e n t w i t h the 

methodology adopted by the Commission i n the p r i o r r a t e 

case, $947,000 o f Tampa E l e c t r i c o f f i c e r and key employee 

t a r g e t i n c e n t i v e s d i r e c t l y r e l a t e d t o TECO Energy, I n c . 

r e s u l t s have been excluded from t he company's 2014 t e s t 

year r a t e request. This i n c l u d e s 100 percent o f 

i n c e n t i v e compensation f o r o f f i c e r s and 20 percent f o r 

key employees. Any payout above t a r g e t l e v e l s i s not 

i n c l u d e d i n the company's r a t e request and i s s e l f - f u n d e d 



based on exceeding net income t a r g e t s f o r t h a t year. 

BENEFITS 

Q. Describe Tampa E l e c t r i c ' s b e n e f i t s package. 

A. Tampa E l e c t r i c ' s b e n e f i t s package i s designed t o m a i n t a i n 

a c o m p e t i t i v e p o s i t i o n w i t h i n t h e market i n order t o 

a t t r a c t , r e t a i n , and develop competent and q u a l i f i e d team 

members. These b e n e f i t s i n c l u d e a comprehensive package 

i n c l u d i n g h e a l t h and w e l f a r e b e n e f i t s , r e t i r e m e n t and 

post-employment b e n e f i t s , v a r i o u s employer p r o v i d e d 

b e n e f i t s r e q u i r e d by law and ot h e r miscellaneous 

b e n e f i t s . 

Employer p r o v i d e d b e n e f i t s t h a t are r e q u i r e d by law 

i n c l u d e s o c i a l s e c u r i t y taxes. Medicare taxes, f e d e r a l 

and s t a t e unemployment taxes and workers' compensation 

insurance. Other miscellaneous b e n e f i t s i n c l u d e l o n g -

term s t o c k based compensation, t u i t i o n a s s i s t a n c e , 

s e r v i c e awards, c a r r y - o v e r v a c a t i o n l i a b i l i t y and 

ado p t i o n a s s i s t a n c e . 

Q. What i s Tampa E l e c t r i c ' s p r o j e c t e d b e n e f i t s cost f o r 

2014? 
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Tampa E l e c t r i c ' s t o t a l b e n e f i t s cost i s p r o j e c t e d t o be 

$81,242,375 i n 2014 w i t h the f o l l o w i n g breakdown: 

• He a l t h and w e l f a r e $25,826,000 

• Retirement and post-employment $29,481,000 

• Various b e n e f i t s r e q u i r e d by law $19,333,605 

• Other miscellaneous b e n e f i t s $ 6,601,770 

How does Tampa E l e c t r i c e v a l u a t e the design and cost o f 

i t s b e n e f i t programs? 

Tampa E l e c t r i c uses the Towers Watson BENVAL study, a 

n a t i o n a l l y recognized and accepted a c t u a r i a l t o o l t h a t 

compares the value o f a company's o v e r a l l b e n e f i t p l a n 

and i t s v a r i o u s components w i t h o t h e r companies' plans 

c o n t a i n e d w i t h i n the B e n e f i t s Data Source - U n i t e d States 

database. S p e c i a l l y , Tampa E l e c t r i c used the 2011 Energy 

Services BENVAL revenue grouping B as i t s comparator 

group. This group i n c l u d e s 15 u t i l i t y companies w i t h 

revenues i n the range o f $1.5 b i l l i o n t o $6.0 b i l l i o n . 

BENVAL uses c o n s i s t e n t a c t u a r i a l methods a p p l i e d t o a 

f i x e d p o p u l a t i o n i n order t o determine a r e l a t i v e value 

index f o r each b e n e f i t p l a n component. As a r e s u l t , the 

d i f f e r e n c e s i n value among employer plans are e x c l u s i v e l y 

a f u n c t i o n o f d i f f e r e n c e s i n the p l a n p r o v i s i o n s . A 
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r e l a t i v e value index score f o r each company's b e n e f i t 

p l a n component i s c a l c u l a t e d by a n a l y z i n g and d e t e r m i n i n g 

the value o f each company's b e n e f i t p l a n component and 

then d i v i d i n g each company's value by the average b e n e f i t 

p l a n value f o r each component among a l l o f the companies 

i n the benchmark group. A r e l a t i v e index o f 100 

represents the average company's r e l a t i v e value index. 

BENVAL data i s presented f o r b o t h non-union (Exempt and 

NC/NE) and union employee groups. 

As shown i n Document No. 7 of my e x h i b i t , Tampa 

E l e c t r i c ' s BENVAL Index score f o r i t s t o t a l b e n e f i t 

program i s 91.3 f o r non-union (Exempt and NC/NE) team 

members and 90.7 f o r union team members. Both are below 

the index average o f 100. This means t h a t the company's 

t o t a l b e n e f i t program i s below the average w h i l e s t i l l 

p r o v i d i n g a value t h a t i s c o m p e t i t i v e w i t h i n the 

i n d u s t r y . 

HEALTHCARE BENEFITS 

Q. What i s Tampa E l e c t r i c ' s p r o j e c t e d h e a l t h c a r e cost f o r 

the t e s t year? 

A. Tampa E l e c t r i c ' s t o t a l 2014 h e a l t h c a r e cost, i n c l u d i n g 

medical and d e n t a l expenses, i s p r o j e c t e d t o be 
22 



$20,072,200 f o r a c t i v e team members and $9,413,000 f o r 

p o s t - r e t i r e m e n t b e n e f i t s based on the a c t u a r i a l 

h e a l t h c a r e expense a s s o c i a t e d w i t h b o t h a c t i v e team 

members and c u r r e n t r e t i r e e s . 

How does Tampa E l e c t r i c ' s h e a l t h c a r e p l a n compare t o 

i n d u s t r y standards? 

As shown i n Document No. 8 of my e x h i b i t , based on the 

r e s u l t s from the Towers Watson BENVAL study, Tampa 

E l e c t r i c ' s r e l a t i v e value index score f o r medical and 

d e n t a l i s 94.0 f o r non-union (Exempt and NC/NE) team 

members and 88.2 f o r union team members. Both are below 

the index average o f 100. This means t h a t the company's 

medical and d e n t a l plans are below the average w h i l e 

s t i l l c o n t r i b u t i n g t o an o v e r a l l b e n e f i t s program t h a t i s 

c o m p e t i t i v e w i t h i n the i n d u s t r y . Tampa E l e c t r i c ' s 

medical and d e n t a l p l a n index score i s below the average 

d r i v e n predominately by the e l i m i n a t i o n o f r e t i r e e 

medical f o r new h i r e s e f f e c t i v e A p r i l 1, 2010. 

What has been Tampa E l e c t r i c ' s experience i n managing i t s 

h e a l t h c a r e costs? 

Tampa E l e c t r i c recognizes t h a t h e a l t h c a r e costs c o n t i n u e 
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t o be a major expense w i t h i n i t s b e n e f i t s program. As 

such, the company s t r i v e s each year t o p r o v i d e team 

members w i t h a q u a l i t y medical and d e n t a l o f f e r i n g t h a t 

i s c o m p e t i t i v e i n the market w h i l e r e c o g n i z i n g the 

importance of c o n t r o l l i n g the company's expense growth i n 

t h i s area. The company i s committed t o c o n t r o l l i n g 

h e a l t h c a r e spending w h i l e m i n i m i z i n g p l a n design changes 

t h a t are r e d u c t i o n s i n coverage and increases i n the cost 

share p a i d by team members. 

What s p e c i f i c i n i t i a t i v e s has Tampa E l e c t r i c pursued t o 

c o n t r o l i t s h e a l t h c a r e costs? 

Healthcare cost c o n t r o l i s a key s t r a t e g i c i n i t i a t i v e f o r 

Tampa E l e c t r i c . The company considers the a p p r o p r i a t e 

design and a d m i n i s t r a t i o n of i t s h e a l t h c a r e programs each 

year. I n 2009, Tampa E l e c t r i c implemented a f u l l 

replacement of i t s medical p l a n o f f e r i n g s f o r a c t i v e team 

members w i t h two new consumer d r i v e n h e a l t h p l a n o p t i o n s . 

These new o p t i o n s d r i v e team member h e a l t h c a r e engagement 

by p u t t i n g more r e s p o n s i b i l i t y and f l e x i b i l i t y i n t o the 

hands of team members t o ensure t h a t they make the most 

a p p r o p r i a t e , c o s t - e f f e c t i v e d e c i s i o n s when i t comes t o 

t h e i r h e a l t h c a r e . 
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Aggressive vendor management and a number o f cost c o n t r o l 

i n i t i a t i v e s have a l s o helped t o c o n t r o l the r i s i n g cost 

of h e a l t h c a r e f o r Tampa E l e c t r i c f o r b o t h a c t i v e team 

members and r e t i r e e s . These i n i t i a t i v e s i n c l u d e the 

f o l l o w i n g changes: 

• E l i m i n a t i o n o f the r e t i r e e medical subsidy f o r new 

h i r e s e f f e c t i v e A p r i l 2010. New h i r e s now o n l y have 

f u t u r e access t o r e t i r e e medical plans and must pay the 

f u l l c o st t o p a r t i c i p a t e . 

• Implementation of v a r i o u s p r e s c r i p t i o n drug programs 

over the l a s t t e n years, i n c l u d i n g mandatory g e n e r i c s 

when a v a i l a b l e over brand drugs, mandatory m a i l order 

over r e t a i l and p r e f e r r e d step therapy when v a r i o u s 

cost drugs are a v a i l a b l e t o t r e a t an i l l n e s s . 

• Implementation o f a step therapy program f o r r a d i o l o g y 

s e r v i c e s through the company's medical p l a n 

a d m i n i s t r a t o r . 

• Implementation of an Employee Group Waiver Plan f o r 

post-65 r e t i r e e p r e s c r i p t i o n drug coverage b e g i n n i n g 

January 2013. 

• J o i n i n g the Mercer Pharmacy B e n e f i t Manager C o l l e c t i v e 

f o r p r e s c r i p t i o n drugs i n 2012. 

• P a r t i c i p a t i o n i n the f e d e r a l E a r l y R e t i r e e 

Reimbursement Program subsidy. 

• P a r t i c i p a t i o n i n the f e d e r a l R e t i r e e Drug Subsidy 



program through 2012. 

• A comprehensive wellness program t h a t i n c l u d e s 

r e c o g n i t i o n o f the importance o f s a f e t y i n i t i a t i v e s on 

the o v e r a l l w e l f a r e o f team members. 

• C o n t i n u a t i o n o f disease management programs f o r the 

most p r e v a l e n t c h r o n i c diseases among the company's 

medical p l a n p a r t i c i p a n t s . 

These changes have c o n t r i b u t e d t o Tampa E l e c t r i c 

h e a l t h c a r e costs per employee f o r a c t i v e team members 

remaining below the n a t i o n a l average between 2008 and 

2012. Document No. 9 o f my e x h i b i t demonstrates Tampa 

E l e c t r i c ' s average h e a l t h c a r e cost per a c t i v e team member 

compared t o the n a t i o n a l average based on Mercer survey 

data. 

For 2014, Tampa E l e c t r i c ' s medical and d e n t a l costs f o r 

a c t i v e team members are p r o j e c t e d t o be $20,072,200 or 

$8,176 per team member. I n the company's 2008 r a t e 

proceeding, the p r o j e c t e d 2009 t e s t year medical and 

d e n t a l expense approved by the Commission was $7,397 per 

team member. This i s a 10.5 percent increase per team 

member over the f i v e year p e r i o d or an average inc r e a s e 

of 2.1 percent per year. This i s w e l l below the n a t i o n a l 

average medical t r e n d a c c o r d i n g t o PricewaterhouseCoopers 



("PWC") . PWC r e p o r t s t h a t the n a t i o n a l medical cost 

t r e n d between 2009 and 2013 averaged an i n c r e a s e of 7.4 

percent per year w i t h no p l a n changes, or 5.8 percent per 

year i n c l u d i n g p l a n changes. During t h i s p e r i o d , Tampa 

E l e c t r i c ' s medical expense increase f o r a c t i v e employees 

was s i g n i f i c a n t l y l e s s than the n a t i o n a l average w i t h 

o n l y one minor p l a n design change i n 2011. 

What f a c t o r s are d r i v i n g the s u b s t a n t i a l increases i n 

h e a l t h c a r e costs p r o j e c t e d t o occur over the next few 

years i n the U.S.? 

There are a number o f f a c t o r s i n f l u e n c i n g the c o n t i n u i n g 

r i s i n g c ost of h e a l t h care i n the U n i t e d S t a t e s . I n 

September 2012, the B i p a r t i s a n P o l i c y Center ("BPC") 

rel e a s e d a new r e p o r t , "What i s D r i v i n g U.S. H e a l t h Care 

Spending? America's Unsustainable H e a l t h Care Cost 

Growth." The BPC i s a Washington, D.C. based t h i n k tank 

a c t i v e l y promoting b i p a r t i s a n s h i p and was founded i n 2007 

by f o u r former Senate M a j o r i t y Leaders. I t focuses on 

issues r e l a t e d t o h e a l t h care, energy, n a t i o n a l and 

homeland s e c u r i t y , t r a n s p o r t a t i o n and the economy. 

The 2012 BPC r e p o r t i d e n t i f i e d the f o l l o w i n g key c o s t 

d r i v e r s : 



• Aging p o p u l a t i o n growth. 
• F e e - f o r - s e r v i c e reimbursement t h a t generates a s t r o n g 

i n c e n t i v e t o perform a h i g h volume of t e s t s and 

s e r v i c e s . 

• Fragmentation o f care d e l i v e r y , where p r o v i d e r s are 

p a i d f o r volume r a t h e r than p a t i e n t outcomes. 

• A d m i n i s t r a t i v e burdens r e s u l t i n g from a complex system 

of payment and d e l i v e r y . 

• A r a p i d increase i n the number o f i n d i v i d u a l s a f f e c t e d 

by c h r o n i c diseases. 

• Medical technology advances t h a t can both i n c r e a s e 

h e a l t h system e f f i c i e n c y and encourage unnecessary 

u t i l i z a t i o n o f expensive t r e a t m e n t s . 

• U n i t p r i c e s t h a t c o n t i n u e t o increase throughout t he 

U.S. 

• Medical m a l p r a c t i c e concerns causing many p h y s i c i a n s t o 

s i g n i f i c a n t l y d r i v e up costs by o r d e r i n g unnecessary 

t e s t s and t r e a t m e n t s . 

I n a d d i t i o n t o the cost d r i v e r s o u t l i n e d i n the BPC s 

r e p o r t , Tampa E l e c t r i c has been exposed t o s e v e r a l o t h e r 

s i g n i f i c a n t f a c t o r s a f f e c t i n g h e a l t h care cost increases 

which are worthy o f mention. They i n c l u d e the f o l l o w i n g : 

• The implementation o f government mandates l i k e the 2010 

P a t i e n t P r o t e c t i o n and A f f o r d a b l e Care Act. 
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• Continued focus on d i r e c t consumer a d v e r t i s i n g 

e s p e c i a l l y by pharmaceutical companies. 

• Increased u t i l i z a t i o n and p r i c i n g o f p r e s c r i p t i o n drugs 

e s p e c i a l l y i n the s p e c i a l t y drug category. 

• P h y s i c i a n and h o s p i t a l groups l e v e r a g i n g t h e i r s i z e t o 

maximize t h e i r p r o f i t s i n n e g o t i a t i o n s w i t h insurance 

companies, i . e . , t h i r d p a r t y a d m i n i s t r a t o r s and network 

p r o v i d e r s f o r s e l f - i n s u r e d p l a n s . 

Q. What i s the impact o f these cost f a c t o r s t h a t you have 

i d e n t i f i e d on Tampa E l e c t r i c ' s f u t u r e h e a l t h c a r e costs? 

A. Given the cost c o n t r o l i n i t i a t i v e s discussed p r e v i o u s l y , 

the impact o f these cost f a c t o r s r e s u l t s i n p r o j e c t e d 

Tampa E l e c t r i c a c t i v e and p o s t - r e t i r e m e n t medical and 

d e n t a l b e n e f i t s expense of $29,485,200 f o r 2014. This 

r e p r e s e n t s an increase over the 2013 budgeted expense of 

4.4 percent and a decrease o f 9.6 percent from Tampa 

E l e c t r i c ' s 2009 t e s t year p r o j e c t i o n i n Docket No. 

080317-EI. 

PENSION AND RETIREMENT SAVINGS BENEFITS 

Q. What i s Tampa E l e c t r i c ' s p r o j e c t e d r e t i r e m e n t expense f o r 

pension and r e t i r e m e n t savings i n the t e s t year? 
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The t o t a l p r o j e c t e d r e t i r e m e n t expense f o r 2014 i s 

$20,068,000. The pension p l a n (Defined B e n e f i t ) expense 

i s $14,495,000 and i s based on Mercer's a c t u a r i a l study. 

The r e t i r e m e n t savings p l a n or 401k (Defined 

C o n t r i b u t i o n ) company match expense i s $5,573,000 and i s 

based on i n t e r n a l p r o j e c t i o n s o f 401k team member 

c o n t r i b u t i o n s and the r e s u l t i n g f i x e d company match. 

How does Tampa E l e c t r i c ' s pension p l a n and r e t i r e m e n t 

savings p l a n compare t o i n d u s t r y standards? 

Tampa E l e c t r i c o f f e r s b o t h a d e f i n e d b e n e f i t pension p l a n 

and a d e f i n e d c o n t r i b u t i o n r e t i r e m e n t savings p l a n as 

p a r t o f i t s o v e r a l l b e n e f i t s package. The company's 

d e f i n e d b e n e f i t p l a n f o r new h i r e s u t i l i z e s a pension 

e q u i t y formula based on age and s e r v i c e c r e d i t s f o r each 

year o f employment and f i n a l average earnings. The 

pension e q u i t y formula was adopted i n 2001, r e p l a c i n g a 

more expensive t r a d i t i o n a l pension p l a n formula. Tampa 

E l e c t r i c ' s d e f i n e d c o n t r i b u t i o n p l a n i s a t r a d i t i o n a l 

401k p l a n . As shown i n Document No. 10 o f my e x h i b i t , 

based on the r e s u l t s from the Towers Watson 2011 BENVAL 

study, Tampa E l e c t r i c ' s r e l a t i v e value index score f o r 

the combination o f the d e f i n e d b e n e f i t and d e f i n e d 

c o n t r i b u t i o n plans i s 7 6.6 f o r non-union (Exempt and 
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NC/NE) team members and 81.0 f o r union team members. 

Both are below the index average o f 100. This means t h a t 

the company's d e f i n e d b e n e f i t and d e f i n e d c o n t r i b u t i o n 

plans are below• the average w h i l e s t i l l c o n t r i b u t i n g t o 

an o v e r a l l b e n e f i t s program t h a t p r o v i d e s a c o m p e t i t i v e 

value w i t h i n the i n d u s t r y . Tampa E l e c t r i c ' s d e f i n e d 

b e n e f i t s and d e f i n e d c o n t r i b u t i o n index score i s below 

the average d r i v e n p redominately by the company's 

r e t i r e m e n t savings p l a n (401k) f i x e d company match. 

I s i t common t o use an independent a c t u a r i a l f i r m t o 

compute pension and p o s t - r e t i r e m e n t b e n e f i t costs? 

Yes. I t i s r o u t i n e , necessary, and an accepted business 

p r a c t i c e a t Tampa E l e c t r i c and i n the e l e c t r i c u t i l i t y 

i n d u s t r y t o r e l y on r e p o r t s prepared by an independent 

a c t u a r y t o e s t a b l i s h pension and p o s t - r e t i r e m e n t b e n e f i t 

expense and fu n d i n g amounts. Tampa E l e c t r i c ' s pension 

cost i s computed as p a r t o f the annual TECO Energy, I n c . 

a c t u a r i a l v a l u a t i o n performed by Mercer i n accordance 

w i t h F i n a n c i a l Accounting Standards Board ("FASB") 

standards. 

How are Tampa E l e c t r i c ' s pension b e n e f i t costs 

c a l c u l a t e d , t a k i n g i n t o account p e n s i o n - r e l a t e d common 



costs a l l o c a t e d from the parent company, TECO Energy, 

In c . ? 

Most o f Tampa E l e c t r i c ' s pension c o s t s , i n c l u d i n g 

p r o j e c t e d b e n e f i t o b l i g a t i o n , s e r v i c e cost and i n t e r e s t 

cost components, are computed d i r e c t l y based on the 

demographics o f the company's a c t u a l team members and 

r e t i r e e s . Other components, such as expected r e t u r n on 

assets and a m o r t i z a t i o n o f gains or losses, use an 

a l l o c a t i o n method t o a l l o c a t e TECO Energy, Inc.'s t o t a l 

expense across i t s s u b s i d i a r i e s . Expected r e t u r n on 

assets and a m o r t i z a t i o n o f gains or losses are computed 

f o r each company based on t h e i r b e g i n n i n g o f the year 

a l l o c a t e d assets, a l l o c a t e d c o n t r i b u t i o n s , and expected 

b e n e f i t payments. Asset values are brought f o r w a r d each 

year based on a l l o c a t e d c o n t r i b u t i o n s , a c t u a l b e n e f i t 

payments and a c t u a l r e t u r n on assets a l l o c a t e d pro r a t a 

based on be g i n n i n g o f the year asset values. As a 

r e s u l t , each TECO Energy, I n c . company r e c e i v e s i t s 

a p p r o p r i a t e and e q u i t a b l e share o f expected r e t u r n on 

assets and a m o r t i z a t i o n o f gains or losses. This method 

of d e t e r m i n i n g Tampa E l e c t r i c ' s pension cost i s 

reasonable, f a i r and e q u i t a b l e and r e s u l t s i n no cross -

s u b s i d i z a t i o n o f cost between Tampa E l e c t r i c and i t s 

a f f i l i a t e s . 
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Q. Do the a c t u a r i a l assumptions and methods p r o v i d e a 

reasonable b a s i s f o r d e t e r m i n i n g the l e v e l o f pension 

costs t o be i n c l u d e d i n the company's o p e r a t i n g cost? 

A. Yes. The a c t u a r i a l assumptions and methods are 

reasonable and c o n s i s t e n t w i t h FASB standards and 

i n d u s t r y p r a c t i c e and p r o v i d e a reasonable b a s i s f o r 

d e t e r m i n i n g the l e v e l o f pension cost i n c l u d e d i n Tampa 

E l e c t r i c ' s cost o f s e r v i c e s t u d i e s . 

AGING WORKFORCE 

Q. What s p e c i f i c i n i t i a t i v e s has Tampa E l e c t r i c pursued t o 

address the aging workforce? 

A. The aging workforce i s an i m p o r t a n t issue f a c i n g most 

u t i l i t i e s across the n a t i o n . Tampa E l e c t r i c views the 

" g r a y i n g " o f the workforce as an issue t h a t needs t o be 

p r o a c t i v e l y addressed w i t h more s p e c i f i c emphasis i n 

c e r t a i n areas o f the company. The areas of technology 

and the s k i l l e d t r a d e s are of p a r t i c u l a r concern. The 

company implemented the f o l l o w i n g i n i t i a t i v e s over the 

past few years: 

• C o n t i n u a t i o n o f a comprehensive succession p l a n f o r 

l e a d e r s h i p and t e c h n i c a l p o s i t i o n s i d e n t i f i e d as 

s t r a t e g i c or c r i t i c a l t o the continued success o f the 
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company. Over the past two years, t h i s i n c l u d e d a 

comprehensive t a l e n t review of every d i r e c t o r - l e v e l and 

manager-level team member t o discuss career a s p i r a t i o n s 

and p o t e n t i a l f o r succession. 

E s t a b l i s h e d a goal i n 2012 f o r 100 percent o f a l l 

exempt and NC/NE team members t o have an a c t i v e 

I n d i v i d u a l Development Plan. 

Developed a p i l o t knowledge-transfer program, u s i n g 

technology t o capture and s t o r e t e c h n i c a l i n f o r m a t i o n 

and knowledge from a s m a l l number of the most c r i t i c a l 

t e c h n i c a l p o s i t i o n s . 

Targeted-mentoring, c r o s s - t r a i n i n g , management l e v e l 

development programs and j o b r o t a t i o n programs. 

C o n t i n u a t i o n o f a f o u r - y e a r a p p r e n t i c e program f o r 

deve l o p i n g and t r a n s f e r r i n g knowledge and s k i l l s 

a c q u i r e d by journeyman linemen. 

Establishment of a S k i l l s T r a i n i n g group w i t h i n the 

Energy Supply business u n i t f o r t e c h n i c a l t r a i n i n g . 

This e f f o r t i s s i m i l a r t o the long e s t a b l i s h e d 

t e c h n i c a l t r a i n i n g group w i t h i n the Energy D e l i v e r y 

business u n i t . 

C o n t i n u a t i o n o f a p a r t n e r s h i p w i t h H i l l s b o r o u g h 

Community College t o f u r t h e r develop the company's 

s k i l l e d workers (e.g., linemen) by g r a n t i n g c o l l e g e 

c r e d i t f o r in-house t r a i n i n g programs. The c r e d i t s can 
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be a p p l i e d t o the Associate i n A p p l i e d Science Degree 

i n I n d u s t r i a l Management. 

• P a r t n e r s h i p s w i t h s e v e r a l l o c a l c o l l e g e s and 

u n i v e r s i t i e s f o r classes a t Tampa E l e c t r i c ' s S k i l l s 

T r a i n i n g Center t o f a c i l i t a t e ease of attendance. 

Q. Have Tampa E l e c t r i c ' s e f f o r t s i n d e a l i n g w i t h an aging 

workforce been reviewed r e c e n t l y ? 

A. Yes. I n i t s June 2011 r e p o r t e n t i t l e d Review of the 

Aging Workforce of the Florida Electric Industry, the 

Commission's O f f i c e o f A u d i t i n g and Performance A n a l y s i s , 

c i t i n g a number of Tampa E l e c t r i c ' s i n i t i a t i v e s i n t h i s 

area, concluded t h a t the company has p r o a c t i v e l y taken 

steps t o address the r i s k s a s s o c i a t e d w i t h the aging 

w o r k f o r c e . The s t a f f f u r t h e r determined t h a t the 

company's succession p l a n n i n g e f f o r t s are a l s o adequate. 

SUMMARY 

Q. Please summarize your d i r e c t t estimony. 

A. My d i r e c t t e s t i m o n y o u t l i n e s the major aspects o f Tampa 

E l e c t r i c ' s compensation and b e n e f i t s programs. Tampa 

E l e c t r i c ' s t o t a l compensation and b e n e f i t costs are 

p r o j e c t e d t o be $297,279,135 i n 2014 and are bo t h 
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reasonable and prudent based on market comparisons. The 

company's workforce s t r a t e g y i s t o a t t r a c t , r e t a i n and 

develop m o t i v a t e d , s k i l l e d team members who are d e d i c a t e d 

t o c o n t r o l l i n g costs and d r i v i n g key performance m e t r i c s 

w h i l e s u p p o r t i n g Tampa E l e c t r i c ' s core values: Safety, 

I n t e g r i t y , Respect and Concern f o r Others, Achievement 

w i t h a Sense of Urgency and Customer Se r v i c e . Tampa 

E l e c t r i c continues t o a g g r e s s i v e l y manage i t s h e a l t h c a r e 

programs i n order t o m a i n t a i n annual cost increases a t 

r a t e s below the n a t i o n a l average. From a compensation 

s t a n d p o i n t , Tampa E l e c t r i c m a i n t a i n s f i x e d and v a r i a b l e 

compensation a t or j u s t below the market median, 

p r o v i d i n g a means t o c o m p e t i t i v e l y reward team members 

w h i l e c o n t r o l l i n g compensation-related c o s t s . 

O v e r a l l , Tampa E l e c t r i c ' s t o t a l compensation and b e n e f i t s 

p h i l o s o p h y has served the company and i t s customers w e l l . 

Moving forward, Tampa E l e c t r i c must c o n t i n u e t o p r o v i d e 

s i m i l a r l e v e l s o f compensation and b e n e f i t s i n order t o 

s t a y c o m p e t i t i v e w i t h i n the marketplace. This i s 

necessary t o r e t a i n the company's c u r r e n t h i g h p e r f o r m i n g 

team members and a t t r a c t s i m i l a r new team members i n the 

f u t u r e . The 2014 p r o j e c t e d l e v e l o f compensation and 

b e n e f i t s expense i s reasonable and necessary t o 

accomplish t h i s g o a l . 
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Does t h i s conclude your d i r e c t t e s t i m o n y 

Yes, i t does. 
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Average Healthcare Cost per Active Team Member 
(2008-2012) 

• Tampa 
Electric 

i j National 
Average 

2008 

Source: Mercer-All Surveyed National Employers with 500+Team Members. 
Includes claims costs and administrative costs for active team members. 
Includes both company and employee contributions covering medical, dental, 
prescription drug, and mental health. 
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