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PROCEEDI NGS
(Transcript follows in sequence from Vol une
14.)

CHAI RMAN LA ROSA: Al right. Let's reconvene
here. | believe we have got two w tnesses |eft
with TECO, if nmy math is accurate --

MR WAHLEN: Yes.

CHAI RVAN LA ROSA: -- so let nme kick it back
over to you guys to introduce your next w tness.

MR. WAHLEN:. Thank you, M. Chair. Tanpa
El ectric calls Jeff Chronister.

CHAI RVAN LA RCSA: M. Chronister, wel come.

Do you m nd standing and raising your right hand so
we can adm ni ster the oath?

THE W TNESS: Yes, sir

Wher eupon,

JEFF CHRONI STER
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.

CHAI RVAN LA RCSA:  Thank you.

EXAM NATI ON
BY MR WAHLEN:

Q And when you get settled, would you pl ease
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state your nanme?

A Jeff Chronister.

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

A My current enployer is Tanpa Electric. MW
busi ness address is 702 North Franklin Street, Tanpa,
Fl ori da.

Q And di d you prepare and cause to be filed on
this docket, on April 2nd, 2024, prepared direct
testi nony consisting of 47 pages?

A | did.

Q And did you adopt the testinony of Richard
Latta, nowtitled the direct testinony of Jeff
Chronister, Volune Il, consisting of 66 pages of
prepared direct testinony on May 2nd, 2024.

A | did.

Q And did you prepare and cause to be filed in
this docket, on July 2nd, 2024, prepared rebutta
testinony consisting of 63 pages?

A | did.

Q And did you prepare and cause to be filed
repl acenment pages 41 and 42 of your direct testinony
Vol une |1 on May 23rd, 20247

A | did.

Q And the conpany has file two updates to its
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revenue requirenent calculation in this case, is that
correct?

A That's correct.

Q And the first one was on July 24th, 20247

A Yes.

Q And that's been identified as Exhibit No. 217
on the CEL?

A Yes.

Q And did the conmpany also file another update
on August 22nd, 20247?

A Yes, we di d.

Q And that's been identified as 835 on the CEL?

A Yes.

Q And did that update the conpany's revenue
requirenment to reflect the increase in the PTC rate, a
20-year depreciation for energy storage, and reductions
to the '26 and '27 SYA by renoving sone prograns?

A Yes, it did.

Q Now, have you updated all of your testinony
exhibits to reflect the changes in the 20 -- Apri
22nd -- or August 22nd update?

A We have made all the updated cal cul ati ons.

Q Ckay. And those are all in the exhibit, not
-- you didn't go back through your testinony and update

all your testinony, right?

premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



3308

1 A Exactly. That's correct.

2 Q But we can rely on the exhibit?

3 A Yes.

4 Q Ckay. Do you have any other additions or

5 changes to your testinony?

6 A No, | don't.

7 Q kay. W th those revisions and updates and
8 replacenents, if | were to ask you the questions

9 contained in you prepared direct testinony, both the
10 original and Chronister Il and your rebuttal testinony,

11 would your answers be the sanme?

12 A Yes, they woul d.

13 MR WAHLEN:. M. Chairnman, Tanpa Electric

14 requests that the prepared direct, adopted and

15 rebuttal testinony of M. Chronister be inserted
16 into the record as though read.

17 CHAI RMAN LA ROSA: Ckay.

18 (Whereupon, prefiled direct testinony of Jeff

19 Chronister was inserted.)
20
21
22
23
24

25
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3309
TAMPA ELECTRICACQMPANY

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

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

JEFF CHRONISTER

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

My name is Jeff Chronister. 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 Finance.

Please describe your duties and responsibilities in that

position.

I am responsible for maintaining the financial books and
records of the company and for the determination and
implementation of accounting policies and practices for
Tampa Electric. I am also responsible for budgeting
activities within the company, which includes business
planning and financial planning & analysis, as well as
general accounting, regulatory accounting, plant
accounting, tax accounting, financial reporting, accounts

payable and payroll.
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Please summarize your educational background and business

experience.

I graduated from Stetson University in 1982 with a Bachelor
of Business Administration degree in Accounting. I became
a Certified Public Accountant in the State of Florida in
1983. Upon graduation I Jjoined Coopers & Lybrand, an
independent public accounting firm, where I worked for four
years before Jjoining the company in 1986. I started in
Tampa Electric’s Accounting department, moved to TECO
Energy’s Internal Audit department in 1987, and returned
to the Accounting department in 1991. I have led Tampa
Electric’s Accounting department since 2003, and I led the
Peoples Gas Accounting department from 2009 to 2018. I

became Vice President Finance for Tampa Electric in 2018.

For the 1last six vyears, I have been responsible for
treasury and finance functions, including short-term and
long-term debt, cash management and debt compliance. In
addition, my team works with Emera financial personnel on
debt issuances, and preparation of financial information
and communications for credit rating agencies and

investment analysts.

Have you previously testified before the Florida Public

C16-1431
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Service Commission (“FPSC” or the “Commission”)?

Yes.

I have testified or filed testimony before this

Commission in several dockets.

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

which was Tampa Electric’s last base rate proceeding.

I filed testimony in the following dockets:

(1)

Docket No. 20130040-EI, Tampa Electric Company’s
Petition for An Increase 1in Base Rates and
Miscellaneous Service Charges;

Docket ©No. 20080317-EI, Tampa Electric Company’s
Petition for An Increase in Base Rates and
Miscellaneous Service Charges;

Docket No. 19960007-E1I, Tampa Electric’s
Environmental Cost Recovery Clause;

Docket No. 19960688-E1I, Tampa Electric’s
environmental compliance activities for purposes of
cost recovery;

Docket No. 20170271-EI, Petition for recovery of costs
associated with named tropical systems during the
2015, 2016, and 2017 hurricane seasons and
replenishment of storm reserve subject to final true-

up; and

C16-1432
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(6) Docket No. 20200144-E71, Petition for Limited
Proceeding to True-Up First and Second SoBRA by Tampa

Electric Company.

I also served on a panel of witnesses during the final
hearing in Docket No. 20200065-EI, which addressed the
company’s amortization reserve for intangible software

assets.

What are the purposes of your direct testimony?

The purposes of my direct testimony are to explain how the
company’s financial profile has changed from its last rate
case; discuss the importance of Tampa Electric’s financial
integrity and credit ratings; present the company’s
proposed capital structure and weighted average cost of
capital for the 2025 test year; and describe the company’s
projected financial condition for 2026 and 2027 and
regulatory options for those years including the company’s
request for subsequent year adjustments (“SYA”). I explain
why the Commission should approve the company’s proposed
54 percent equity ratio (investor sources) as part of my

capital structure discussion.

Have vyou prepared an exhibit to support vyour direct

C16-1433
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testimony?

Yes, Exhibit JC-1, entitled the Exhibit of Jeff Chronister,
was prepared under my direction and supervision. The
contents of my exhibit were derived from the Dbusiness
records of the company and are true and correct to the best
of my information and belief. It consists of two documents,

as follows:

Document No. 1 List of Minimum Filing Requirement
Schedules Sponsored or Co-Sponsored by
Jeff Chronister

Document No. 2 Final Oder No. PSC-2021-0423-S-EI
Approving 2021 Stipulation and
Settlement Agreement (without

Attachment C - Tariffs)

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.

C16-1434
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How does vyour prepared direct testimony relate to the

prepared direct testimony of other company witnesses?

My testimony explains and supports the company’s proposed
2025 capital structure and weighted average cost of capital
(overall rate of return). Tampa Electric witness Dylan
D’ Ascendis’s testimony supports the company’s proposed
mid-point return on equity (“ROE”) of 11.50 percent, which
is one of the inputs to the calculation of the company’s
overall rate of return. Tampa Electric witness Valerie
Strickland’s testimony explains the income tax related

components in our proposed capital structure.

Tampa Electric witness Richard Latta’s direct testimony
explains the company’s proposed 2025 test vyear; 1its
budgeting process and 2025 budget; its proposed 2025 rate
base, net operating income, and 2025 proposed revenue
requirement increase; and the revenue requirements for the
company’s 2026 and 2027 SYA. He uses the proposed 2025
capital structure and overall weighted average cost of
capital discussed in my testimony in his calculation of

the company’s proposed 2025 revenue requirement increase.

My testimony also discusses the company’s need for capital

to pay for the projects and activities necessary to

C16-1435
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continue improving the efficiency, sufficiency, and
adequacy of the company’s facilities and services, and to
continue improving the safety, security, reliability, and
resilience of the company’s operations. These projects and
activities are explained by our President and Chief
Executive Officer Archie Collins and our operating
witnesses. Mr. Latta explains how they become part of the
financial budgets we use to plan and manage our operations.
My testimony explains why maintaining Tampa Electric’s
financial integrity 1is important to the company, its
customers, and its ability to raise capital on reasonable

terms and conditions.

FINANCIAL PROFILE CHANGES FROM THE COMPANY’S LAST RATE CASE
How has Tampa Electric’s financial profile changed since

its last rate case in 20217

Our last rate case was filed in April 2021 and concluded
when the Commission approved the 2021 Stipulation and
Settlement Agreement between Tampa Electric and the parties
(“"2021 Agreement”). Document No. 2 of my exhibit is

excerpts from the Order approving the 2021 Agreement.

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

the previous case) to the projected 13-month ?fiéaizfﬁf

7
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2025 (the test year in this filing), rate base has grown
$2.2 billion, or by about nine percent a year by investing
capital in assets to serve our growing customer base and
improve our systems. This level of rate base growth
reflects a deliberate and thoughtful approach to improving
the efficiency, sufficiency, and adequacy of the company’s
facilities and services, and the company’s reasonable and
prudent efforts to continue improving the safety, security,

reliability, and resilience of the company’s operations.

The company’s rate base growth has affected other parts of
its financial profile. All other things being equal,
increasing rate Dbase 1increases depreciation expense,
operations and maintenance (“0&M”) expenses, and taxes
other than income taxes (primarily ad wvalorem taxes),
because there are more assets to depreciate and to operate
and maintain, and that are subject to property taxes.
Despite our rate base growth and the impacts of inflation,
we have been able to keep our other 0&M expense growth
since 2021 under the Commission’s benchmark. Financial
market changes, including higher interest rates, have

increased our overall cost of capital since 2021.

How do these changes influence the company’s proposed 2025

rate increase request?

C16-1437
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Our rate Dbase growth since 2022 has a 2025 revenue
requirement impact of approximately $185 million. Higher
depreciation expense, caused by rate base growth and higher
proposed depreciation rates, has a revenue requirement
impact in 2025 of about $160 million. The effect of higher
O&M expenses, taxes other than income taxes, and cost of
capital have a 2025 revenue requirement impact of
approximately $45 million, $20 million, and $145 million,
respectively. These impacts total approximately $555

million.

If the collective impact of the items above is
approximately $555 million, why is the company’s request

for revenue increase for 2025 only $296.6 million?

Three things have tempered the company’s 2025 revenue
increase request: (a) incremental revenue provided in the
2021 Agreement, (b) general revenue from load growth, and
(c) lower income tax expense attributable to the company’s
decision to claim the production tax credit (“PTC”) for

solar assets placed in service after January 1, 2022.

Please explain further.

The 2021 Agreement provided incremental revenue in 2023

C16-1438
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and 2024 through generation base rate adjustments (“GBRA")
and a ROE Trigger. The GBRA provided cost recovery for the
company’s Big Bend Modernization project and certain new
solar generating facilities (“Solar Wave 2”). The annual
dollar increases for the two GBRA and the ROE trigger were
approximately $90 million, $20 million and $10 million,

respectively, for a total of $120 million.

Load growth, since 2022, is expected to generate
incremental base revenues of approximately $65 million in

2025.

Income tax expense 1in 2025 is projected to be over §$70
million lower than the actual expense in 2022, primarily
due to the company’s decision to elect the PTC and other

items discussed in the testimony of Ms. Strickland.

These factors total approximately $255 million. The
difference between the $555 million above and the
counterbalancing factors of $255 million equal

approximately $300 million.

Are the changes in the expense elements referred to above

reasonable?

C16-1439

10




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

3319
C16-1440

Yes. Depreciation, O0&M, taxes other than income and
interest expense have increased as a result of asset growth
to serve customers as well as economic conditions during
the settlement period. I will discuss each expense element

in more detail below.

How has depreciation expense changed, and is the change

reasonable?

The company’s 2025 Jurisdictional Adjusted Depreciation &
Amortization Expense 1s forecasted to be $158.5 million
higher than the actual amount for 2022. This change 1is
reasonable given (a) the company’s Jurisdictional Adjusted
Plant in Service growth of roughly $1 billion per year,
and (b) the $56.3 million impact of the company’s
Depreciation and Dismantlement Study, which was filed on
December 27, 2023, in Docket No. 20230139-EI. The increases
in new depreciation rates results in a 2025 expense
increase of $46.9 million and the increase in the new
dismantlement accrual results in a 2025 expense increase
of $9.4 million. These changes are discussed further by
Tampa Electric witnesses Ned Allis and Jeff Kopp in their

direct testimony.

Is the forecasted amount for 2025 0&M expense reasonable?

C16-1440
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Yes. The company’s 2025 Adjusted 0O&M expense (the sum of
O&M Other, Fuel and Purchased Power) 1is $71.9 million lower
than the Commission Benchmark amount. The Commission’s 0O&M
Benchmark test measures a company’s projected test year
0O&M expense levels against the 0&M expense levels in a
benchmark year (2020 in this case) escalated annually by a
multiplier reflecting inflation and customer growth. The
company’s results against the 0&M Benchmark are shown on
MFR Schedule C-37. Being more than $70 million below the
benchmark is important evidence that the company’s efforts
to control O&M expenses have worked, and that our projected

2025 0&M expense levels are reasonable.

What is the performance against the 0&M benchmark for 2025

in each of the company’s functional expense groups?

Tampa Electric 1s well Dbelow the Dbenchmark in all
functional areas, except for the Production area. The
benchmark difference in Production is caused by planned
outage timing and solar operations expansion. Tampa
Electric witness Carlos Aldazabal explains their

influences further in his testimony.

The functional expense groups where our projected 2025

level of O&M expenses are under the benchmark, and the

C16-1441
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amounts by which they are under are:

Transmission $4.6 million under
Distribution $13.4 million under
Customer Accounts $6.5 million under
Customer Service and Information $2.4 million under
Sales Expenses $0.02 million under
Administrative and General $56.0 million under

Did inflation impact the company during the 2022 to 2024

settlement period?

Yes. General inflation increased the prices Tampa Electric
pays for the goods and services it uses to provide service
to customers. As noted by Mr. Collins in his testimony,
the cost of transformers, substation equipment,
switchgears, and poles, increased from 2021 to 2023 by 49
percent, 36 percent, 21 percent, and 34 percent
respectively. The price of Grain Oriented Electrical Steel
(“"GOES”) doubled since January 2020, and the price of
copper increased by 50 percent over the same period.
Distribution line contractor rates have increased over 45
percent since 2021. Tampa Electric witness Lori Cifuentes
discusses the general level of inflation in her direct

testimony.

C16-1442
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Has the company experienced other cost increases during

the settlement period?

Yes. Company labor costs, bad debt expense, and the cost
of property and casualty insurance have all gone up due to
general economic conditions and market forces beyond the
control of the company. Tampa Electric witnesses Marian
Cacciatore, Karen Sparkman, and Mr. Latta discuss these

increases in their direct testimony.

What did Tampa Electric do to counteract these price

increases?

Our proposed overall 2025 0O&M expense level is well below
the Commission’s benchmark because the company focused on
cost control and made business decisions to counteract
upward cost pressures. The list of items that result in

positive impact include:

(1) The company has a culture that focuses on process
improvements, operational optimization, technology
enhancements and innovations for efficiency. As a result,
the company’s O&M expense average annual growth rate from

2013 to 2023 was roughly one half of one percent.

C16-1443
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(2) The company monitors market conditions and
opportunities to lower expenses through prudent decision-
making. An example of this is the change in the cost for
providing medical coverage for retirees. With interest
rates elevated, a higher discount rate was used to
calculate the actuarial obligation, which lowered the 2025
expense. In addition, we replaced one of our retiree
pharmacy providers with a fully insured pharmacy option.
The combination of these two changes resulted in almost $3

million of expense reduction in 2025.

(3) The company recognizes that with the growth in capital
investments comes the opportunity to appropriately charge
a greater amount of Administrative & General (“A&G”)
Expense to capital. From 2020 to 2023, the company
increased the amount of A&G capitalized by $10 million.
The forecasted 2025 expense reflects this $10 million

expense reduction from the 2020 amount.

(4) 2025 0&M expense is lower by $5.5 million due to the
ten-year amortization of the $55 million revenue
requirement benefit from PTC deferred during the term of
the 2021 Agreement. Consistent with the 2021 Agreement,
the company established a regulatory liability over the

period 2022 to 2024 so that customers would receive all of

C16-1444
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the benefits of the Production Tax Credits related to our
investments in solar generation placed in service since
2022. Ms. Strickland discusses PTC impacts 1in further

detail in her testimony.

What caused the increase in the expense for taxes other

than income (“TOTI”) since 20227?

Our TOTI increased from $83.9 million to $101.6 million
from 2022 to 2025, which is an increase of approximately
seven percent per year. The predominant component of TOTI
is ad valorem property tax expense, which reflects the
local property taxes levied on the assets we use to serve
our customers. Property taxes have grown at the same
reasonable pace as the growth of our assets to serve
customers. The overall amount of TOTI in the test year is

reasonable.

Please describe the recent changes to Peoples’ legal

structure and how it impacted Tampa Electric Company.

Effective January 1, 2023, the assets, liabilities, and
equity of the Peoples Gas System, a division of Tampa
Electric Company were transferred into a separate

corporation named Peoples Gas System, Inc., which is a

C16-1445
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wholly owned subsidiary of newly formed gas operations
holding company, TECO Gas Operations, Inc., which is a
subsidiary of TECO Energy, Inc. I will refer to this
transaction as the “2023 Transaction” in the remainder of

my direct testimony.

How did the 2023 Transaction impact Tampa Electric?

During 2023, Tampa FElectric provided short-term debt
funding to Peoples through the Intercompany Debt Agreement
at Tampa Electric’s prevailing cost of short- and long-
term debt borrowings. The Intercompany Debt Agreement
remained outstanding until December 20, 2023 when Peoples
obtained their own stand-alone financing and repaid Tampa
Electric all principal and interest due on the Intercompany
Debt Agreement in the amount of $956 million in addition
to $38 million in interest accrued subsequent to January
1, 2023. Peoples has now (1) established 1its own
independent credit rating(s), (2) made short- and long-
term borrowing arrangements with its lenders, and (3) paid
off its obligations under the Intercompany Debt Agreement

with Tampa Electric.

How will the 2023 Transaction impact Tampa Electric

borrowing costs in 2024 and 20257

C16-1446
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The 2023 Transaction and Peoples repayment of their Tampa
Electric debt will result in a projected decrease in Tampa
Electric’s borrowing cost starting in 2024. Tampa Electric
was able to use the proceeds from the People’s repayment
to repay short term debt outstanding that would have
otherwise been refinanced with long-term debt issued at
market interest rates that were at the time approximately
100 basis points higher than the interest rates of the
long-term debt previously allocated to Peoples and absorbed
by Tampa Electric upon the repayment of the intercompany

debt agreement by Peoples.

Has Tampa Electric realized any other recent savings

impacting the company’s cost of debt.

The company’s weighted-average interest rate on borrowings
outstanding under the credit facilities and commercial
paper at December 31, 2023 and 2022 was 5.7 percent and
5.0 percent, respectively. On January 30, 2024, Tampa
Electric completed a five-year term, $500 million bond
issuance at a 4.90 percent interest rate (“2029 Notes”).
Given the rise in interest rates experienced in 2023 and
2022, Tampa Electric benefited from not accessing the debt
markets in 2023 and then in January of 2024, issuing long-

term debt below the weighted average cost of debt

C16-1447
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experienced by the company in 2023. The company’s strategic
approach to debt financing 1s a testament to Tampa
Electric’s favorable credit standing and targeted approach
to access the capital markets at times that help the

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

Does Tampa Electric expect to be involved in any other

corporate restructuring in 20247

Yes. TECO Energy plans to move Tampa Electric and Peoples
Gas System, Inc. into a new holding company to be wholly
owned by Emera US Holdings, Inc. (“EUSHI”). This nontaxable
transaction will likely be executed before the final rates
in this case are approved and will serve to segregate the
utility operations in Florida from those in other states.
It will have no impact on the affiliate costs allocated to

or from Tampa Electric.

Did the company’s financial profile as shown in the MFR

Schedules change in any other major way?

Yes. The 2021 Agreement established a Clean Energy
Transition Mechanism (“CETM”), which changed the way
certain assets are reflected in our financial statements.

CETM assets and expenses do not affect the revenue request

C16-1448
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in this filing.

The CETM assets and transactions are presented in the 2023,
2024 and 2025 MFR Schedules according to the accounting
treatment implemented in our company’s books and records
when the 2021 Agreement went into effect. This treatment
involved re-classifying the related assets and reserve
balances from Property, Plant and Equipment accounts into
Regulatory Asset (182) accounts. The CETM income statement
transactions are recorded in the appropriate FERC accounts

related to regulatory assets.

On the rate base MFR Schedules, the CETM rate base amount
is reflected in the System Per Books Working Capital. Since
CETM recovery is outside of base rates, the CETM rate base
amount 1s adjusted out so that it 1s not reflected in
Jurisdictional Adjusted Rate Base. Likewise, on the net
operating income MFR Schedules, the CETM transactions are
reflected in the System Per Books amounts, and then
adjusted out so that they are not reflected 1in the
Jurisdictional Adjusted NOI amounts. Tampa Electric
witness Ashley Sizemore explains the company’s proposed

update to the CETM in her direct testimony.

Given the financial changes discussed above, what net

C16-1449
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operating income is forecasted for the company’s test year

and what return does that represent?

Tampa Electric’s 2025 Jurisdictional Adjusted net
operating income 1is forecasted to be $501.4 million. As
shown on MFR Schedule A-1, without the rates we seek in
this petition, that net operating income would result in a
rate of return of 5.12 percent. This would equate to a ROE
of 6.70 percent in 2025. As shown on MFR Schedule D-9, the
effect on the company’s financial integrity indicators
would be substantially negative and could negatively impact
the credit ratings of Tampa Electric. In the next section
of my testimony, I will discuss the importance of financial

integrity and credit ratings.

FINANCIAL INTEGRITY AND CREDIT RATINGS

What is financial integrity?

Financial integrity refers to a relatively stable condition
of liquidity and profitability in which the company can
meet its financial ©obligations to investors while
maintaining the ability to attract investor capital as

needed on reasonable terms, conditions, and costs.

How is financial integrity measured?

C16-1450
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Financial integrity is a function of financial risk, which
represents the risk that a company may not have adeqguate
cash flows to meet its financial obligations. The level of
cash flows and the percentage of debt, or financial
leverage, in the capital structure is a key determinant of
financial integrity. As the percentage of debt in the
capital structure increases so do the fixed obligations
for the repayment of that debt. Consequently, as financial
leverage increases the level of financial distress
(financial risk) increases as well. Therefore, the
percentage of internally generated cash flows compared to
these financial obligations is a primary indicator of
financial integrity and is relied upon by rating agencies

when they assign debt ratings.

Why is financial integrity important to Tampa Electric and

its customers?

As a regulated utility, Tampa Electric has an obligation
to provide electric service to customers in accordance with
its tariff, and the statutes and rules regulating its
activities. Meeting customer demand for electric service
requires the company to make significant investments in
utility property, plant, and equipment, both planned and

unplanned, which makes Tampa Electric very capital

C16-1451

22




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

3331
C16-1452

intensive. Tampa Electric expects to invest almost $3
billion dollars to serve customers from January 1, 2024,

to December 31, 2025.

Tampa Electric’s customers benefit directly from the
company’s infrastructure investments. For example,
transmission and distribution system investments enhance
service reliability by mitigating storm damage and
facilitating efficient service restoration, generating
fleet modernization investments improve fuel efficiency
thus lowering fuel costs for customers and reducing
emissions, and new technology ©projects improve the
efficiency of the company’s operations and overall customer
experience. Maintaining a strong financial position allows
the company to finance infrastructure investments in
support of an improved system at a lower cost than would

otherwise be possible.

Financial integrity is also important to ensure access to
capital. Tampa Electric’s responsibility to serve is not
contingent upon the health or the state of the financial
markets. In times of constrained access to capital and
depressed market conditions, only those utilities
exhibiting financial integrity can attract capital under

reasonable terms providing significant and potentially
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critical flexibility. Tampa Electric has a limited ability
to adjust the timing and amount of major capital
expenditures to align with economic cycles or wait out

market disruptions.

The strength of Tampa Electric’s balance sheet and its
financial flexibility are important factors influencing
its ability to finance major infrastructure investments as
well as manage unexpected events. Financial integrity is
essential to supporting the company’s need for capital.
Tampa Electric competes in a global market for capital,
and a strong balance sheet with appropriate rates of return
attracts capital market investors. Financial strength and
flexibility enable Tampa Electric to have ready access to
capital with reasonable terms and costs for the long-term

benefit of its customers.

Is the company’s requested revenue requirement and rate
increase for 2025 needed to maintain the company’s

financial integrity?

Yes. The company’s requested level of 2025 rate relief is
needed to maintain the company’s financial integrity
indicators and other key credit metrics at levels similar

to the recent levels that have supported the company’s
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current credit ratings. Without rate relief, these metrics
would substantially deteriorate in 2025, and would continue
to deteriorate beyond 2025 as capital spending increases
and earned returns decline. Such deterioration would not
support Tampa Electric’s current credit ratings and would
have negative implications for the company’s credit

ratings, borrowing costs, and access to capital.

How will the company’s proposed base rate increase affect

Tampa Electric’s financial integrity?

The requested base rate increase will place Tampa Electric
in a prudent and responsible financial position to fund
its capital program and continue providing safe and
reliable electric service to its customers. To raise the
required capital, the company must be able to provide fair
returns to lenders and investors commensurate with the
risks they assume. Having a strong financial position will
ensure that Tampa Electric has a reliable stream of
external capital and will allow the company’s capital
spending needs to be met in a cost-effective and timely
manner. Uninterrupted access to the financial markets will
provide Tampa Electric with the capital it needs on
reasonable terms so it can continue to improve and protect

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

The term “credit rating” refers to letter designations
assigned by credit rating agencies that reflect their
independent assessment of the credit quality of entities
that issue publicly traded debt securities. Credit ratings
are like the grades a student receives on his or her report
card - an A is better than a B letter grade - likewise a

AAA is better than a BBB level credit rating.

Credit ratings reflect the informed and independent views
of firms that study borrowers and market conditions and
impact the interest rates borrowers must pay when accessing
borrowed funds from both banks and capital markets. 1In
general, a higher credit rating means a lower credit spread

and a lower credit rating means a higher credit spread.

The credit spread is the charge added to the underlying
variable rate benchmark for overnight funds in the case of
short-term bank borrowing and U.S. treasury bonds in the
case of long-term debt offerings. Tampa Electric invests
capital to serve customers and strong debt ratings will
ensure that Tampa Electric will have adequate credit
quality to raise the capital necessary to meet these

requirements.
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Why are strong ratings important considering the company’s

future capital needs?

A strong credit rating is important because it affects a
company’s cost of capital and access to the capital
markets. Credit ratings indicate the relative riskiness of
the company's debt securities. Therefore, credit ratings
are reflected in the cost of borrowed funds. All other
factors being equal (i.e., timing, markets, size, and terms
of an offering), the higher the credit rating, the lower
the cost of funds. Companies with lower credit ratings have
greater difficulty raising funds 1in any market, but
especially in times of economic wuncertainty, credit
crunches, or during periods when large volumes of

government and higher-grade corporate debt are being sold.

Given the capital-intensive nature of the utility industry,
it is «critical that utilities maintain strong credit
ratings sufficiently above the investment grade threshold
to retain uninterrupted access to capital. The impact of
being investment grade versus non-investment grade 1is
material. A company raising debt that has non-investment
grade (“speculative grade”) credit ratings will be subject
to occasional lapses in availability of debt capital,

onerous debt covenants and higher borrowing costs. In
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addition, companies with non-investment grade ratings are
generally unable to obtain unsecured commercial credit and
may have to provide collateral, prepayment, or letters of

credit for certain contractual agreements.

Given the high capital needs, obligation to serve existing
and new customers, and significant requirements for
unsecured commercial credit that electric utilities have,
non-investment grade ratings are unacceptable. Tampa
Electric’s current ratings should also be strong enough to
buffer against the costs of tropical windstorm and

hurricane events.

Can the financial credit market be foreclosed by unforeseen

events extraneous to the utility industry?

Yes. There have been times when financial credit markets
have been closed or challenged due to unforeseen events.
Market instability resulting from the sub-prime mortgage
problems affected liquidity in the entire financial sector
causing a financial recession, and there were periods of
time in 2008 and 2009 when the debt markets were
effectively closed to all but the highest rated borrowers.
This is a good example of how access to the marketplace

can be shut off for even creditworthy borrowers by
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extraneous, unforeseen events, and it emphasizes why a
strong credit rating is essential to ongoing, unimpeded

access to the capital markets.

How are credit ratings determined?

Generally, the process the rating agencies follow to
determine ratings involves an assessment of both business
risk and financial risk. Business risk 1is typically
determined based on the combined assessment of industry
risk, country risk, and competitive position. Financial
risk 1s based on financial ratios covering cash
flow/leverage analysis. These two factors are combined to
arrive at an overall credit rating for a company. Business
risk and financial risk are more fully discussed and

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

How does regulation affect ratings?

The primary business risk the rating agencies focus on for
utilities is regqulation, and each of the rating agencies
have their own views of the regulatory climate in which a
utility operates. The exact assessments of the rating
agencies may differ but the principles they rely upon for

their independent wviews of the regulatory regime are
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similar. Essentially, the principles, or categories, that
shape the views of the rating agencies as they relate to
regulation are based upon the degree of transparency,
predictability, and stability of the regulatory
environment; timeliness of operating and capital cost
recovery; regulatory independence; and financial

stability.

According to the rating agencies the maintenance of
constructive regulatory practices that support the
creditworthiness of the wutilities 1is one of the most
important issues rating agencies consider when
deliberating ratings. Regulation in Florida has
historically been supportive of maintaining the credit
quality of the state’s utilities, and that has benefited
customers by allowing utilities to provide for their
customers’ needs consistently and at a reasonable cost.
This has been one of the factors that has helped Florida
utilities maintain pace with the growth in the state, which
has been essential to economic development. A key test of
regulatory quality is the ability of companies to earn a
reasonable rate of return over time, including through
varying economic cycles, and to maintain satisfactory
financial ratios supported by good quality of earnings and

stability of <cash flows. Regulated wutilities cannot

C16-1459

30




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

3339
C16-1460

materially improve or even maintain their financial
condition without regulatory support. Thus, the regulatory
climate has a large impact on the company, its customers,

and its i1nvestors.

What are recent concerns expressed by any of the rating

agencies for the industry?

Most recently, in February 2024, S&P Global’s Outlook for
the entire North American regulated utilities industry
changed from stable to negative. S&P Global states credit
quality for investor-owned utilities has weakened over the
past four years with about 28 percent of the industry
having a negative outlook. Their view is the industry faces
rising physical risks and high cash flow deficits that may
not be sufficiently funded in a credit-supportive manner.
S&P Global is concerned with the strained financial cushion
of the industry as it provides limited ability to absorb
unexpected events such as changes to inflation, higher

interest rates and other physical risks.

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

Tampa Electric’s senior unsecured debt is currently rated

A3 with a Negative Outlook by Moody’s Investors Service

C16-1460
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(“Moody’s”), BBB+ with a Negative Outlook by S&P Global
Ratings (“S&P”) and A with a Negative Outlook by Fitch
Ratings (“Fitch”).

"

Why is it so important to maintain an “A-" level rating on

balance from all three rating agencies?

Maintaining Tampa Electric’s current ratings 1is very

important for two reasons.

First, Tampa Electric is making capital investments to
serve customers and strong debt ratings ensure Tampa
Electric has adequate credit quality to raise the capital

necessary to meet these requirements.

Second, Tampa FElectric’s current ratings provide a
reasonable degree of assurance that ratings will not slip
below investment grade in the event of a hurricane or other

significant weather event.

Approximately 40 percent of the wutility industry is
presently rated A- or above. Tampa Electric’s split ratings
equate to this rating level on balance and would be viewed
positively regardless of an investor’s preference among

the rating agencies. Directionally, the A- and BBB+ rating
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categories represent approximately 60 percent of all
utility industry ratings split relatively evenly between

the two categories.

Tampa FElectric’s access to capital markets and cost of
financing, including the applicability of restrictive
financial covenants, are influenced by the ratings of its

securities.

Are credit ratings impacted by equity ratio and return on

equity?

Yes. Rating agencies pay keen attention to equity ratio
and ROE when evaluating the company’s financial integrity

and assigning credit ratings.

What equity ratio and ROE does Tampa Electric propose in

this proceeding?

The company’s proposed financial equity ratio is 54.0
percent. Financial equity ratio refers to investor sources
of capital, for which the company is proposing 46 percent
debt and 54 percent common equity. This proposed 54.0
percent equity ratio is consistent with the ratio approved

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

The company’s proposed midpoint ROE is 11.5 percent with
an earnings range of plus or minus 100 basis points. Our
proposed midpoint ROE and range are fair and reasonable,
and are supported in the prepared direct testimony of Mr.

D’ Ascendis.

Is Tampa Electric’s proposed equity ratio of 54.0 percent

reasonable and prudent for use in this proceeding?

Tampa Electric’s proposed equity ratio of 54.0 percent is
reasonable and prudent as it has a direct impact on the
level of cash flows and the percentage of debt giving rise
to the financial leverage in the capital structure, which

is a key determinant of financial integrity.

Why should the Commission approve the company’s proposed

54 percent equity ratio?

Utilities in North America, including Tampa Electric, are
navigating increasing physical risks and capital
investment plans to continue providing safe and reliable
service to its customers. Coupled with the potential for

volatility in the capital markets, this warrants a stronger
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balance sheet to deal with an uncertain macro environment.
A conservative financial profile, 1in the form of a
reasonable equity ratio, 1is consistent with the need to
accommodate these uncertainties and maintain the
continuous access to capital under reasonable terms that
is required to fund operations and necessary system
investment, even during times of adverse capital market
conditions. A downward change to the company’s equity ratio

would be considered credit-negative by rating agencies.

Please summarize the relationship of financial integrity

and the company’s proposed capital structure.

Maintaining a strong, prudent, and responsible financial
position, or financial integrity, will allow Tampa Electric
to attract capital on reasonable terms and continue to
provide a safe and reliable electric system for its
customers. Financial integrity helps ensure uninterrupted
access to capital markets to finance required
infrastructure investments as well as to manage unforeseen
events. Tampa Electric’s rate increase request, which
includes the continued appropriate levels of ROE and equity
ratio, will maintain the company’s financial integrity and
place Tampa Electric in an appropriate financial position

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

CAPITAL STRUCTURE AND WEIGHTED AVERAGE COST OF CAPITAL

Q. What are the company’s proposals for the specific
components of capital structure and weighted average cost
of capital calculations being proposed by the company in
this filing?

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

LONG TERM DEBT

Q. What amount and cost rate should be approved for long-
term debt for the projected 2025 test vyear capital
structure?

A. The Commission should approve Jurisdictional Adjusted

amount of Long-Term Debt and the cost rate of $3.536
billion and 4.53 percent, respectively, as shown on MFR

Schedule D-1la.

SHORT TERM DEBT

Q.

What amount and cost rate should be approved for short
term debt for the projected 2025 test vyear capital

structure?

C16-1465
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The Commission should approve Jurisdictional Adjusted
amount of Short-Term Debt and the cost rate of $376.6
million and 3.90 percent, respectively, as shown on MFR

Schedule D-1a.

How are amounts for long term debt and short-term debt

forecasted and why are they reasonable?

The amounts for long-term and short-term borrowings are
forecasted in the budget process described 1in the
testimony of Mr. Latta. In general, we forecast borrowing
needs based on the combination of budgeted capital
expenditures net of forecasted cash from operations and
the company’s adherence to the capital structure
described in my testimony above (46 percent debt, 54
percent equity), which is needed to maintain financial
integrity. The amounts are reasonable because they are
determined using prudent forecasting of capital
expenditures and cash from operations, and the
application of Tampa Electric’s commitment to capital
structure ratios that are needed to keep overall cost of
capital low based on factors described in my testimony

above.

How are cost rates for long term debt and short-term debt

C16-1466
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forecasted and why are they reasonable?

The cost rates for long term and short-term debt are
forecasted based on the combination of (a) the actual
cost rates for long term debt instruments actually in
place, together with the forecasted rate for any budgeted
long term borrowing at the interest rate estimated for
that point in time, and (b) the forecasted rate for
budgeted short term borrowings at the interest rates
estimated for each month in the budget period. The cost
rates are reasonable estimates based on Tampa Electric’s
financial integrity, credit ratings and forecasts for

future market rates.

Why are forecasted market rates higher than market rates

at the time of the last rate proceeding?

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

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

This increase was reflected in an average short-term debt
interest rate for the company of 0.58 percent in 2021,
which increased to 5.70 percent in 2023. The company’s
actual short-term cost rate in 2022 was 2.30 percent; our

forecasted short-term cost rate for 2025 is 3.90 percent.

C16-1467
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Our actual long-term cost rate in 2022 was 4.36 percent
and our forecasted long-term cost rate for 2025 is 4.53
percent. The 17-basis point increase in the long-term debt
interest rate is less than the increase in the short-term
debt interest rate because most of the company’s 2022 long-

term debt will still be outstanding in 2025.

Q. Are the cost rates in the 2025 test year at the elevated
levels that were present in 2023, and if not, why is that

reasonable?

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

percent 1is lower than the 5.70 percent in 2023. It is
reasonable to use a lower interest rate forecast because
the rise in interest rates has begun to subside, and Tampa
Electric predicts that short term rates will be lower in
2025. The forecasted 2025 long term debt cost rate is
reasonable because it reflects (a) imbedded existing cost
rates, (b) cost rates for the long-term debt assumed by
Tampa Electric previously assigned to PGS, and (c) the 4.90
percent cost rate on the actual long-term debt issuance

made in January 2024 for $500 million.

CUSTOMER DEPOSITS

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

C16-1468
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deposits for the projected 2025 test year capital

structure?

A. The Commission should approve Jurisdictional Adjusted
amount of Customer Deposits and the cost rate of $99.2
million and 2.41 percent, respectively, as shown on MFR

Schedule D-1la.

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

forecasted and why are they reasonable?

A. The budgeted balances for customer deposits are
calculated by wusing an assumed average percent for
expected new deposits and released deposits associated
with forecasted customers and accounts receivable. This
is reasonable as it reflects a consistent application of
long-standing budget process steps. The cost rate for
customer deposits reflect rates approved Dby the
Commission and 1is reasonable to forecast based on the
infrequent number of changes made to these rates by the

Commission over time.

EQUITY RATIO

Q. What equity ratio should be approved for the projected

2025 test year capital structure?

C16-1469
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The Commission should approve the equity ratio of 46.88
percent shown on MFR Schedule D-la. This Jurisdictional
Adjusted ratio reflects the financial equity ratio of 54.0

percent that I previously discussed.

RETURN ON EQUITY

Q.

What return on equity should be approved for the projected

2025 test year capital structure?

As discussed 1in the testimony of Mr. D’Ascendis, the
Commission should approve the return on equity of 11.50

percent shown on MFR Schedule D-la.

EQUITY ADJUSTMENTS

Q.

Has the company made the proper adjustments to remove all
non-utility investments from the projected test year

common equity balance?

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

DEFERRED INCOME TAXES

Q.

What amount should be approved for accumulated deferred
income taxes (ADIT), shown as “Deferred Income Taxes” on
MFR Schedule D-la, for the projected 2025 test vyear

capital structure?

C16-1470
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The Commission should approve Jurisdictional Adjusted
amount of Deferred Income Taxes of $980.9 million as shown
on MFR Schedule D-la. Ms. Strickland explains in her
testimony the method used to forecast this amount and why
this amount is reasonable. ADIT is considered a zero-cost

source of capital in our capital structure.

TAX CREDITS - WEIGHTED COST

Q.

What amount and cost rate should be approved for
unamortized investment tax credits, shown as “Tax Credits
— Weighted Cost” on MFR Schedule D-la, for the projected

2025 test year capital structure?

The Commission should approve Jurisdictional Adjusted
amount of Tax Credits - Weighted Cost and the cost rate
of $211.7 million and 8.26 percent, respectively, as shown
on MFR Schedule D-la. Ms. Strickland explains in her
testimony the method used to forecast this amount and why
this amount is reasonable. The cost rate is reasonable
since it reflects the weighted cost of investor sources
of capital, which has been the Commission-approved method
for calculating the cost rate for deferred taxes subject

to normalization.
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CAPITAL STRUCTURE AND WEIGHTED AVERAGE COST OF CAPITAL

Q.

(4)

What amount and Weighted Average Cost of Capital (WACC)
for projected total capital structure should be approved

for the projected 2025 test year?

The Commission should approve the Jurisdictional Adjusted
amount of capital structure and the WACC of $9.798 billion
and 7.37 percent, respectively, as shown on MFR Schedule

D-1la.

FUTURE FINANCIAL PROJECTIONS AND REGULATORY OPTIONS
How do you expect the company’s financial profile to change

after 20257

The company will continue to invest in assets that enhance
the reliability, resilience and efficiency of our
operations and serve our customers. Tampa Electric expects
to spend approximately $1.6 billion each year in 2026 and
2027. In the direct testimony of Mr. Latta, he provides
details on important capital projects for solar generation,
other generation enhancements, storage capacity and grid
infrastructure. For these projects, Mr. Latta presents the
company’s request for SYA in 2026 in the amount of $100.1

million and in 2027 of $71.8 million.
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As noted in the testimony of other witnesses, these
projects will (a) improve the efficiency, sufficiency, and
adequacy of the company’s facilities and services, (2) make
efficient use of alternative energy resources, (3) increase
the value of the company’s services to its customers, (4)
promote the public interest by developing renewable
resources 1in Florida, (5) improve the reliability and
resilience of the company’s operations, (6) enhance our
ability to respond to severe weather, (7) create greater
opportunities for fuel cost savings, and (8) improve the

overall quality of our electric service.

How will the 2026 and 2027 SYA impact the company’s

financial profile and integrity after 20257

Absent the additional rate relief in 2026 and 2027 from
the SYA, the plant additions referred to above will put
pressure on our ability to earn within the range of ROE
the company is proposing in this proceeding. Without the
2026 and 2027 SYA, Tampa Electric expects to earn below
the bottom of our proposed range of equity returns in 2026

and 2027.

How do customers benefit from the use of these SYA?

C16-1473
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The SYA will help extend the life of the base rates approved
in this proceeding and will mitigate the need for

successive rate increase requests in 2026 and 2027.

Does the company propose to recover general expense
increases and routine <capital additions through its

proposed 2026 and 2027 SYA?

No. The specific costs to be recovered through the proposed

SYA are detailed by Mr. Latta in his testimony.

Are there other tools that can help extend the file for

the new 2025 base rates approved in this proceeding?

Yes. Tampa Electric also requests approval of a corporate
income tax change ©provision, a storm cost recovery

provision and an asset optimization mechanism.

What is the company’s proposal to address potential

corporate income tax change?

The company’s proposal for addressing corporate income tax
change is the method presented in Section 11 in the 2021
Agreement, Document No. 2 of my exhibit. This tax reform

provision, and others like it in previous agreements, have

C16-1474
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served the company and its customers well by providing an
efficient regulatory mechanism for addressing corporate
income tax changes that occur after a rate proceeding is

over.

What is the company’s proposal to address storm cost

recovery?

The company’s proposal for addressing storm cost recovery
is the method presented in Section 8 in the 2021 Agreement,
Document No. 2 of my exhibit. This Storm Cost Recovery
provision, and others like it in previous agreements, have
served the company and its customers well by providing an
efficient regulatory mechanism for review and recovery of

prudent storm damage restoration and recovery costs.

What is the company’s proposal for an asset optimization

mechanism?

The company’s proposal for an asset optimization mechanism
is presented and discussed in the direct testimony of Tampa
Electric witness John Heisey and should be approved for

the reasons in his testimony.

C16-1475
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SUMMARY

Please summarize your direct testimony.

My direct testimony describes how the company’s financial
profile has changed since our last rate case, including
the growth in plant in service and the corresponding growth
in operating expenses. I also propose SYA for 2026 and 2027
as well as tax reform and storm cost methodologies that,
if approved in this case, would substantially reduce our
need to seek an additional general base rate increase

before 2028.

Since our last rate case, Tampa Electric has continued to
transform the company into a safer and more reliable
electric wutility. We are customer-focused, and our
generating fleet is more resilient and more efficient than
ever. These changes have also transformed the company’s
financial profile. It 1is important to maintain the
financial integrity of the company to enable us to meet
the growing and changing energy needs in our service

territory.

Does this conclude your direct testimony?

Yes, it does.

C16-1476
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PREPARED DIRECT TESTIMONY
OF
JEFF CHRONISTER

VOLUME II

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

My name 1is Jeff Chronister. 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 Finance.

Please describe your duties and responsibilities in that

position.

I am responsible for maintaining the financial books and
records of the company and for the determination and
implementation of accounting policies and practices for
Tampa Electric. I am also responsible for budgeting
activities within the company, which includes business
planning and financial planning & analysis, as well as
general accounting, regulatory accounting, plant
accounting, tax accounting, financial reporting, accounts

payable and payroll.
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Please summarize your educational background and business

experience.

I graduated from Stetson University in 1982 with a Bachelor
of Business Administration degree in Accounting. I became
a Certified Public Accountant in the State of Florida in
1983. Upon graduation I Jjoined Coopers & Lybrand, an
independent public accounting firm, where I worked for four
years before joining the company in 1986. I started in
Tampa Electric’s Accounting department, moved to TECO
Energy’s Internal Audit department in 1987, and returned
to the Accounting department in 1991. I have led Tampa
Electric’s Accounting department since 2003, and I led the
Peoples Gas Accounting department from 2009 to 2018. I

became Vice President Finance for Tampa Electric in 2018.

For the 1last six vyears, I have been responsible for
treasury and finance functions, including short-term and
long-term debt, cash management and debt compliance. In
addition, my team works with Emera financial personnel on
debt issuances, and preparation of financial information
and communications for credit rating agencies and

investment analysts.

Have you previously testified before the Florida Public

C16-1624
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Service Commission (“FPSC” or the “Commission”)?

Yes.

I have testified or filed testimony before this

Commission 1in several dockets.

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

which was Tampa Electric’s last base rate proceeding.

I filed testimony in the following dockets:

(1)

)

Docket No. 20130040-EI, Tampa Electric Company’s
Petition for An Increase in Base Rates and
Miscellaneous Service Charges;

Docket ©No. 20080317-EI, Tampa Electric Company’s
Petition for An Increase in Base Rates and
Miscellaneous Service Charges;

Docket No. 19960007-E1, Tampa Electric’s
Environmental Cost Recovery Clause;

Docket No. 19960688-E1, Tampa Electric’s
environmental compliance activities for purposes of
cost recovery;

Docket No. 20170271-EI, Petition for recovery of costs
associated with named tropical systems during the
2015, 2016, and 2017 hurricane seasons and
replenishment of storm reserve subject to final true-

up; and

C16-1625
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(6) Docket No. 20200144-E1, Petition for Limited
Proceeding to True-Up First and Second SoBRA by Tampa

Electric Company.

I also served on a panel of witnesses during the final
hearing in Docket No. 20200065-EI, which addressed the
company’s amortization reserve for intangible software

assets.

What are the purposes of Volume II of vyour direct

testimony?

The purposes of Volume II of my direct testimony are to
describe the company’s 2025 test year; explain our 2025
budget and the process we used to develop it; present our
proposed 2025 rate base, net operating income, and revenue
requirement increase; explain how the company accounts for
affiliated transactions; and present the revenue
requirement calculations for the company’s proposed 2026

and 2027 Subsequent Year Adjustments (“SYA”).

Have you prepared an exhibit to support Volume II of your

direct testimony?

Yes, Exhibit JC-2, entitled the “Exhibit of Jeff Chronister

C16-1626
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2", 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 Dbelief. It consists of five

documents, as follows:

Document No. 1 List of Minimum Filing Requirement
Schedules Sponsored or Co-Sponsored by
Jeff Chronister

Document No. 2 2019-2025 Budgeted Versus Actual

Jurisdictional Adjusted Rate Base

Document No. 3 2022-2025 Total Company Capital
Investments

Document No. 4 2022-2025 Total O&M Expense

Document No. 5 2026 and 2027 Subsequent Year

Adjustment (SYA) Details

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.

C16-1627
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How does Volume II of your direct testimony relate to the

testimony of other Tampa Electric witnesses in this case?

Volume II of my direct testimony explains the budget process
and why using a projected 2025 test year is appropriate in

this case.

Tampa Electric witness Lori Cifuentes ©presents the
customer, energy sales, and peak demand forecasts that form
the Dbasis for the budget underlying the financial

information for our 2025 test year.

Volume II of my direct testimony also presents the company’s
overall 2025 revenue requirement calculation. Other
witnesses discuss specific parts of our revenue
requirement. For example, Tampa Electric witness Ned Allis
discusses our depreciation study and supports our requested
level of depreciation expense and capital recovery
amortization in the test year. Tampa Electric witness Dylan
D’ Ascendis presents the company’s proposed return on
equity. Other witnesses address specific components of our
rate Dbase, show that our proposed plant additions are
reasonable and prudent, and demonstrate that our operations
and maintenance (“0&M”) expenses are reasonable. Tampa

Electric witness Valerie Strickland presents the company’s

C16-1628
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income tax expense calculation and proposed parent debt

adjustment.

My direct testimony filed on April 2, 2024 (hereinafter
“Original Prepared Direct Testimony”), discusses how our
financial profile has changed since our last rate case; all
elements of our capital structure, and our proposed overall
rate of return; presents information about our financial
forecasts for 2026 and 2027; and proposes that the
Commission approve subsequent year adjustments in those

years.

Other than describing your background, explaining the
purposes of Volume II of your direct testimony, and
explaining how Volume II relates to other direct testimony
filed in this case, is the remainder of your testimony the
same as that set forth in the Direct Testimony of Richard

Latta that was filed in this proceeding on April 2, 20247

Yes, except for one set of changes. Mr Latta’s original
testimony referred to “Mr. Chronister’s testimony” in
several places. I changed these references to refer to my

Original Prepared Direct Testimony.
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2025 TEST YEAR

What test year has the company used to prepare its MFR and

2025 rate increase request?

The company’s test year for its proposed 2025 increase is

the calendar year ending December 31, 2025.

Should the Commission approve the company’s proposed 2025

test year for ratemaking purposes in this case?

Yes. The company’s proposed test period of the twelve months
ending December 31, 2025 is appropriate because (1) 2025 is
the first year the company’s proposed rates are proposed to
be in effect and (2) the company’s financial budget for
that period is representative of Tampa Electric’s projected
revenues and projected costs of service, capital structure,
and rate base needed to provide safe, reliable, and cost-
effective electric service to its customers in 2025. The
company’s budgeting process is reliable and the resulting
2025 Dbudgets are more representative of the company’s
operations when its proposed rates will be in effect than

a historical test year.

What does the company project its 2025 earned return on

equity to be without the 2025 rate increase requested in

this case? C16-1630
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Without our 2025 requested rate increase, the company’s
projected earned return on equity (“ROE”) for 2025 is
expected to be 6.70 percent, which is far below the fair
and reasonable range of equity returns supported in the

direct testimony of Mr. D’Ascendis.

The company has invested in infrastructure that provides
value to customers and fulfills our obligation to provide
reliable and resilient utility service; however, revenue
growth has not kept pace with the growth of our rate base
assets, causing our projected ROE in 2025 to fall below the
level needed to maintain Tampa Electric’s financial
integrity. The company’s need to maintain financial
integrity is discussed further in my Original Prepared

Direct Testimony filed on April 2, 2024.

When does the company propose that its new 2025 base rates

and charges become effective?

Tampa Electric proposes that its new 2025 base rates and
charges become effective for the first billing cycle in
January 2025. We also propose that the Commission approve
two SYA to recover the costs associated with certain
projects to be effective with the first billing cycles in

2026 and 2027. I discuss these SYA in the last section of

C16-1631
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my testimony.

2025 BUDGET AND BUDGET PROCESS

Please describe the process Tampa Electric used to prepare

its 2025 test year budget.

We prepared the 2025 budget using an integrated process
that combined the goals and objectives of the company with
expected economic and financial conditions. We developed
plans for projects and activities based on the company’s
obligation to serve, and expectations of the requirements

and challenges associated with that obligation.

We developed these plans for projects and activities within
each department and then consolidated them into overall
company projections. Fach department <quantified its
projects and activities into specific required work in its
respective budgets. This process 1is described in more
detail in MFR Schedules F-5 (Forecasting Models) and F-8
(Assumptions). The models we used and the assumptions we
made as part of the budgeting process are reasonable for
managing our operations and for ratemaking purposes in this

case.

Tampa Electric’s budget process incorporates t?ﬁl%?ﬁii§§n
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Institute of Certified Public Accountants guidelines for
preparing prospective financial information. The company’s
budgeting process conforms with all of the guidelines,
including those related to quality, consistency,
documentation, the use of appropriate accounting principles
and assumptions, the adequacy of review and approval, and
the regular comparison of financial forecasts with attained

results.

Was the budgeting process for 2025 different than the

budgeting process used in Tampa Electric’s last rate case?

No. Although the technology the company uses to prepare
budgets has evolved over time, we have not changed the
basic process we used to build our budgets. We based our
2025 budget on expected operating conditions. We relied
on the experience and expertise of the company’s operating
teams. Our front-line operating personnel and members of
management collaborated to forecast projects and
activities, and their corresponding costs. Our 2025
budget is consistent with and reflects our long-term
planning, prioritizes our resource needs, and reflects
operating efficiencies where available. Our operating
personnel also forecasted the level of 2025 other

operating revenues that reduces the overall 2025 revenue

C16-1633
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requirement.

Did the company prepare its budget for the 2025 test year
using the company’s normal annual budget process described

above?

Yes. The process described above reflects our normal
budgeting process except for the time schedule for
preparing it, which was accelerated as a practical

necessity of filing a rate case with a projected test year.

What primary economic and financial conditions did the

company consider when developing its 2025 budget?

We considered the following: (1) the impact of load growth,
which includes changes in the number of customers and usage
per customer and (2) the impact of inflation, contract
escalations, and other cost changes. Our 2025 budget was
based on the company’s Customer, Demand, and Energy
forecasts, which are explained in the direct testimony of
Ms. Cifuentes. The company used a variety of indices and
factors to estimate the effects of inflation and cost

changes in the 2025 budget.

What basic documents does the company’s budget process

C16-1634
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produce?

Our integrated budget process generated a complete set of
budgeted financial statements for 2025: income statement,
balance sheet, and statement of cash flows. We constructed
the 1income statement using various sources to forecast
revenues and expenses. We created the balance sheet by
starting with beginning balances and either forecasting
monthly balances for the remainder of the vyear or
forecasting monthly activity 1in the account for the
remainder of the year, depending on the type of account.
Then we prepared a statement of cash flows to determine the
capital structure needs of the company and the required

debt and equity needed during the budget year.

Please describe the most material components in the

company’s 2025 budgeted financial statements.

Our budgeted 2025 balance sheet is the foundation for our
calculation of Dbudgeted 2025 rate Dbase and capital
structure. The largest component of our 2025 budgeted rate
base is net utility plant-in-service. Plant-in-service
balances reflect the capital expenditures for property,
plant, and equipment already invested as well as the capital

investments contained in the near-term capital budget, all

C16-1635
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of which will be utilized to serve our customers in 2025.
Capital structure supports our rate base investments using

debt, equity and other sources.

Our budgeted 2025 income statement is the foundation for
our calculation of budgeted 2025 net operating income. It
begins with our revenue budget and reflects the major

expense elements that are recoverable through base rates.

With the exception of 0&M for fuel and purchase power
expenses, which are predominantly recovered through the
fuel and purchased power and capacity cost recovery
clauses, which are not a subject in this proceeding, the
largest cost component of the 2025 budgeted net operating
income is depreciation expense, which is calculated based
on projected plant balances and applicable depreciation
rates. Other 0O&M expense, taxes other than income and income
tax expenses are also major portions of our net operating
income. Our budgeted 2025 income statement reflects our
generation planned outage schedule, our clause budgets and

our revenue budget for the test year.

How did the company develop its 2025 revenue budget?

The company prepared the revenue budget by applying its

C16-1636
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current tariff rates to electricity sales reflected in the
Customer, Demand, and Energy forecasts by customer rate
class. The company prepared detailed revenue projections by
month using present rates and included the monthly data in

the income statement.

Please discuss the Customer, Demand, and Energy forecasts

used to develop the company’s revenue budget.

The Load Research and Forecasting section of the company’s
Regulatory Affairs department produced the 2025 Customer,
Demand, and Energy forecasts, which reflects customer
growth projections as well as load and consumption
projections. Ms. Cifuentes is responsible for this function
and discusses key assumptions used to develop the forecasts
in more detail in her direct testimony. Tampa Electric
witness Jordan Williams applies the present rates to the
results of the Customer, Demand, and Energy forecast to

develop the revenues from the sales of electricity.

Is the company’s 2025 budgeted revenue from the sales of

electricity by rate class at present rates appropriate?

Yes. The Commission should approve $1,480,725,000 as the

company’s 2025 revenues from the sale of electricity. This

C16-1637
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amount is shown on MFR Schedule C-1.

How did the company forecast the other operating revenues

for 20257

We use different approaches to forecast different
components of Other Operating Revenue. We budget
miscellaneous service revenues using a customer growth
rate, because these revenues vary with customer growth and
activity. We forecast other rent revenues using the terms
of contracts, such as pole attachment agreements. We budget
other items, such as revenues from barge cleaning or use of

our loading facilities on an item-specific basis.

Please describe the company’s O0O&M and capital budgeting

process.

Based on forecasted demand and energy, Tampa Electric
determined the required capital investment necessary to
serve the load reliably as well as the 0&M needed to provide
the quality of service customers expect. The company
considered factors such as environmental and regulatory
compliance, reserve requirements, and other items such as
load location, changes in equipment and technology, and

changes in required skill sets. These other items are

C16-1638
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discussed by Tampa Electric witnesses Carlos Aldazabal,
Kris Stryker, Chip Whitworth, Karen Sparkman, David Lukcic,
Chris Heck, and Marian Cacciatore in greater detail. After
determining the projects and activities needed to improve
the efficiency, sufficiency, and adequacy of the company’s
facilities, and to provide, safe, reliable, and resilient
service to our customers, we estimated associated costs
based on the resources to be used and the price of those

resources.

The company used different tools to determine the costs of
the resources needed based on the type of resource. For
example, as described in the direct testimony of Ms.
Cacciatore, the compensation amounts reflected in our 2025
budget were set based on expected job market conditions and

market assessment and comparison tools.

How did the company develop its detailed 0O&M and capital

budgets?

FEach operating department within the company developed
detailed budgets for 0O&M and capital by month. Operating
departments distinguished between 0&M and capital based on
the nature of the activity involved and our accounting

policies and practices. Each operating department weighed

C16-1639
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options regarding how to perform 0O&M and capital work in
the most cost-effective manner, and then submitted a

detailed operating budget to the Finance department.

The Finance department combined all of these budgets and
data to produce a total projected amount of O&M and capital
expenditures for the company. The activities and projects
that are necessary to provide safe and reliable service to
customers were planned by the departments that perform
them, and the costs were developed wusing consistent
assumptions. The officers of the company examined the
budgets for reasonableness and consistency with our overall
corporate objectives and initiatives. Finally, the budget

was approved by the Board of Directors.

What non-labor trend factors should be used for inflation

for the 2025 projected test years?

Non-labor O&M was held constant at 2023 levels except for
some specific needs such as timing of planned outages,
expanded solar operations, digitalization of the customer
experience, cyber security costs and some contractor costs

in the distribution function to support customer growth.

Has Tampa Electric’s budgeting process proven reliable in

C16-1640
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the past?

Yes. MFR Schedule C-6 and Document No. 2 of my exhibit show
that our actual results have closely tracked budgeted Net
Operating Income and Rate Base amounts. Our capital
expenditures for the last four years have come in 1.6
percent higher, 0.1 percent higher, 13.7 percent higher and

1.6 percent higher than budgeted amounts.

Tampa FElectric devotes significant effort to ensure our
budgeting process is reliable because the company uses its
budgeted information for investor presentations, business
planning, and key decision-making. We also prepare and
analyze budget wvariance reports and use these monthly
analyses as part of the internal control system to manage

our business and comply with the Sarbanes-Oxley Act of 2002.

Did the budgeting process that Tampa Electric used generate
a fair and reasonable projection of the company’s projected

2025 financial condition for use in this proceeding?

Yes. Tampa Electric used its reasonable, reliable, and
time-proven budgeting process to produce its 2025 company

budget.

C16-1641
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2025 RATE BASE

Is the 2025 rate Dbase that supports the revenue
requirement calculation reasonable and prudent and
reflect the assets expected to be used and useful and in

service in 20257

Yes. The company’s projected 13-month average rate base
amount for the 2025 test year is $9.8 billion as shown on
MFR Schedule B-1. This projected rate base reflects
appropriate amounts of net plant-in-service and working
capital budgeted in the company’s budgeted balance sheet.
Tampa Electric projects the amount of rate base in the
2025 test year that is needed for reasonable, prudent
investments and spending on assets that are used and
useful in providing reliable electric service to our
customers. My Original Prepared Direct Testimony and the
testimony of Tampa Electric witnesses Whitworth, Stryker,
Aldazabal, Lukcic, Heck, Sparkman, and Aponte address
specific portions of our rate base growth in their direct
testimony and explain why our rate base amounts for the
2025 test vyear are reasonable. Our Jurisdictional
Adjusted Rate Base reflects reasonable amounts for
adjustments previously approved by the Commission, and

should be approved.

How much capital did the company invest during g%kﬁt%@éél
20




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

3379
C16-1643

year term of the 2021 Agreement from 2022 through 20247?

From 2022 to 2024, the company expects to invest
approximately $3.7 billion in capital projects to serve
new customers; improve reliability, resilience, and
efficiency; and ensure that our existing plant

investments remain in sound working condition.

Approximately $2.2 billion of these investments are base
rate projects that earn Allowance for Funds Used During
Construction (“AFUDC”), projects for which cost recovery
occurs through a cost recovery clause (“Clause
projects”), and non-utility projects which are not

included for recovery in this proceeding.

The remaining approximately $1.5 billion of capital
expenditures for 2022 to 2024 are explained in the direct
testimony of Mr. Aldazabal, Mr. Stryker, Mr. Whitworth,
Mr. Lukcic, Ms. Sparkman, and Mr. Heck for their areas of

responsibility.

My testimony addresses the portion of 2022 to 2024 capital

expenditures that are considered “corporate.”

Document No. 3 of my exhibit reflects (1) total company

C16-1643
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capital spending, (2) AFUDC and Clause capital spending,
and (3) the net “base rate” capital spending by witness

for 2022 to 2024 in total and by year.

How much capital in other corporate investments will the

company invest from 2022 through 202472

The company expects to invest approximately $37.2 million
in general corporate projects during that period. About
half of that amount is attributable to capital projects
needed to maintain buildings, such as roofing, flooring
and air condition replacements. We expect to spend about
a quarter of that amount on safety items such as an access
control system replacement and physical safety
enhancements at critical locations like our power plants.
Roughly a quarter is for upgrades and enhancements to our
financial and resource systems, which support our human
resource, supply <chain and finance functions. The
upgrades are needed to keep the systems current and
operational and will also improve the functionality and

efficiency of the systems.

How much total capital does the company expect to invest

in 20257

C16-1644
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The company expects to make capital investments of $1.6
billion in 2025. $1.0 billion of these investments are
AFUDC, Clause, and Non-Utility projects that are not
included for 2025 base rate recovery in this proceeding.
Document No. 3 of my exhibit reflects the (1) total
company capital spending, (2) AFUDC and Clause capital
spending, and (3) the net “base rate” capital spending by

witness for 2025.

What major Other Corporate projects are planned for 20257

In 2025, we plan to spend approximately $17.5 million on
Other Corporate projects. Approximately half of this
amount will be facility-related investments 1like a
building controls system upgrade and an underground tank
replacement at the Ybor Data Center to fuel the emergency

generator.

We will continue to invest in safety with projects 1like
gate installations/replacements, thermal system
implementation, and NERC substation security to protect
critical assets. We will also be upgrading our PowerPlan
system, which is part of our financial and resource
systems, 1is wused to account for approximately $15.0

billion of plant in service, and provides critical support

C16-1645
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for tax and regulatory compliance.

Did the company make any accounting policy changes since
the company’s last rate proceeding that will affect rate

base amounts?

No. Although there have been no major changes to generally
accepted accounting principles (“GAAP”) and no material
accounting policy changes that affected Tampa Electric
since 2021, it should be noted that we updated our
regulatory accounting to reflect the addition of the Clean
Energy Transition Mechanism (“"CETM") . My Original
Prepared Direct Testimony discusses how the CETM has
impacted the company’s financial profile and financial

statement presentations.

PLANT IN SERVICE

Q.

What level of plant in service should be approved for the

2025 test year?

The Commission should approve Jurisdictional Adjusted
Plant 1in Service totaling $13.4 billion, shown on MFR
Schedule B-1. This balance includes the capital additions
since our last rate proceeding discussed in the testimony

of other witnesses and the budgeted amount of electric

C16-1646
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plant-in-service that will be used and useful to provide

service to our customers in 2025.

ACCUMULATED PROVISION FOR DEPRECIATION AND AMORTIZATION

Q.

What level of accumulated depreciation and amortization

should be approved for the 2025 test year?

The Commission should approve Jurisdictional Adjusted
Accumulated Depreciation and Amortization totaling $4.0
billion as shown on MFR Schedule B-1. These balances
include the impacts of the company’s actual and projected
plant balances and the company’s proposed depreciation

rates discussed in the testimony of Mr. Allis.

CONSTRUCTION WORK IN PROGRESS

Q.

What 1level of construction work in progress (“CWIP”)

should be approved for the 2025 test year?

The Commission should approve Jurisdictional Adjusted
CWIP totaling $230.2 million as shown on MFR Schedule B-
1. This amount reflects the results of the company’s
budgeting process described above and is a reasonable and

prudent amount of CWIP for the test year.

WORKING CAPITAL ALLOWANCE

C16-1647
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What level of working capital should be approved for the

2025 test year?

The Commission should approve the Jurisdictional Adjusted
Working Capital Allowance totaling $86.7 million as shown
on MFR Schedule B-1. This amount was calculated using the
results of the company’s budgeting process and the
Commission-approved balance sheet method for working
capital. The amount reflects a reasonable amount of
working capital to support the company’s operations in

2025.

ADJUSTMENTS

Q.

Please describe the FPSC adjustments to rate base shown

in MFR Schedules B-1, B-2, B-6, and B-17.

The FPSC adjustments to rate base, as shown in MFR
Schedules B-1, B-2, B-6, and B-17, reflect Commission
directives, policies, and decisions from previous rate
proceedings. These adjustments include: (1) removing the
effect of items recoverable through the cost recovery
clauses from net plant-in-service, (2) removing balances
that earn AFUDC from CWIP, (3) removing the effect of
items for which a return 1is provided elsewhere from
working capital, such as regulatory assets for clause-

related under-recovery balances, (4) removing from net

C16-1648
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plant-in-service and working capital the right-of-use
assets and liabilities for lease obligations, and (5)
removing the effect of items that have been deemed non-
utility or non-recoverable through retail base rates from

rate base.

Did the company include AFUDC-eligible CWIP in rate base

for the 2025 test year?

No.

Did the company adjust coal fuel inventory per books to
reflect the 13-month average of 60-day maximum coal burn

standard approved in the company’s last rate case?

No, because the projected coal inventory is below that

maximum.

Did the company adjust oil fuel inventory per books to
reflect the maximum o©il inventory approved in the

company’s last rate case?

Yes. The company made a $188,876 adjustment for this as

shown on MFR Schedule B-2.

C16-1649
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What level of fuel inventory should be approved for the

2025 test year?

The Commission should approve Fuel Inventory totaling
$36.6 million as shown on MFR Schedule B-17. The amount
was calculated using a reasonable and prudent projection
process that forecasts load, generation and corresponding
fuel consumption, and associated fuel purchases. The
amount of coal fuel inventory is below the 60-day maximum
burn threshold approved by the Commission. The amount of
0il fuel inventory is at the approved level. This fuel
inventory level is reasonable because it is within the
approved thresholds and reflects the fuel inventory

necessary to support the company’s operations in 2025.

Has Tampa Electric made the proper adjustments to the
working capital allowance to reflect the under recoveries
and over recoveries related to cost recovery clauses in

the 2025 test year?

Yes.

What level of unamortized rate case expense should be

included in working capital for the 2025 test year?

C16-1650
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Zero. The company removed unamortized rate case expense
in the amount of $1.8 million from working capital as

shown on MFR Schedule B-2.

Has the company made the proper adjustments to remove all
non-utility activities from its 2025 test year Plant-in-
Service, Accumulated Depreciation, and Working Capital

balances?

Yes.

Should any new adjustments be made to the amounts included

in the 2025 test year for acquisition adjustments and

accumulated amortization of acquisition adjustments?

No.

TOTAL 2025 RATE BASE

Q.

Based on the foregoing answers, and after applying the
adjustments described above, what level of projected 13-
month average rate base should the Commission approve for

the 2025 test year?

The Commission should approve the projected 13-month

average rate base for 2025 of $9.8 billion as shown on

C16-1651
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MFR Schedule B-1.

2025 NET OPERATING INCOME

Is the 2025 net operating income that supports the revenue

requirement calculation reasonable?

Yes. The company’s proposed 2025 Net Operating Income is
$501.4 million as shown on MFR Schedule C-1. This
projected net operating income reflects reasonable and
appropriate amounts of revenue and expense forecasted for
2025 in the company’s budgeted income statement and
reflects the transactions and activities the company will
undertake in 2025 to provide reliable electric service to

our customers.

Tampa Electric witnesses Aldazabal, Stryker, Whitworth,
Lukcic, Sparkman, Heck, Cacciatore, Allis, Strickland,
and my Original Prepared Direct Testimony address
specific portions of our net operating income and explain
why our net operating income amounts for the 2025 test
year are reasonable. The Jurisdictional Adjusted net
operating income shown on MFR Schedule C-1 reflects
reasonable amounts for adjustments previously approved by

the Commission.

C16-1652
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Does the company have any non-utility operations that use
all or part of any utility plant, that are not included

in MFR Schedule C-32?

No.

TOTAL OPERATING REVENUES

Q.

What annual operating revenue increase should be approved

based on the 2025 projected test year?

The Commission should approve annual Total Operating
Revenues increase in the amount of $296.6 million as shown

on MFR Schedule A-1.

OPERATIONS & MAINTENANCE (O&M)

Q.

How are the relevant proposed 2025 0&M amounts discussed
below reflected in the company’s MFR Schedules and your

exhibit?

MFR Schedule C-1 (column 8) reflect Jurisdictional
Adjusted Other O0O&M Expense of $391.8 million and
Jurisdictional Adjusted Fuel Expense of $0.6 million, and
total $392.4 million. Prior to Jurisdictional Separation,
this amount is $394.1 million and is shown in the O&M

Benchmark Comparison By Function on MFR Schedule C-37.

C16-1653
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Document No. 4 of my exhibit shows the portions of the
total $394.1 million attributable to the other witnesses

in this case.

OTHER O&M EXPENSE

Q.

What level of Other 0&M expense should be approved for

the 2025 test year?

The Commission should approve Jurisdictional Adjusted
Other O0O&M Expense of $391.8 million as shown on MFR
Schedule C-1. This amount is reasonable as discussed
further in my testimony and in my Original Prepared Direct
Testimony and the testimonies of Tampa Electric witnesses
Aldazabal, Stryker, Whitworth, Lukcic, Sparkman, Heck,

Cacciatore, Allis, and Strickland.

Please discuss 0&M spending through recent years.

Document No. 4 of my exhibit shows the breakdown of test
year O&M expenses by witness over time. Although we are
spending more each vyear to operate and maintain our
growing system, our cumulative annual O&M expense growth
rate over the past 10 years is only one half of one
percent, which 1s well Dbelow customer growth and

inflation. The company’s 2025 0&M expense by operational
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area are explained in the direct testimony of Mr.
Aldazabal, Mr. Whitworth, Ms. Sparkman, Ms. Cacciatore
and Mr. Heck for their areas of responsibility. I will
cover the remainder (“Corporate Administrative &
General”). My Original Prepared Direct Testimony also

discusses 0O&M over time.

How do these spending levels compare with what would be
expected using escalation factors as calculated in the

Commission’s benchmark?

The $394.1 million amount for 2025 is well below the
Commission’s expected benchmark calculation of $466.0

million, which is shown on MFR Schedule C-37.

What is the total amount of FPSC Adjusted O&M expense for

administrative and general expenses in 20257

MFR Schedule C-37 shows the total budgeted amount in 2025
is approximately $158.0 million. This amount reflects the
administrative and general costs necessary to support the
operations of the company in the test year, is reasonable,

and should be approved.

How do these administrative and general spending levels

C16-1655
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compare with what would be expected using escalation

factors as calculated in the Commission’s benchmark?

The $158.0 million is $56.0 million below the Commission’s
expected benchmark calculation of $214.0 million as shown

on MFR Schedule C-37.

What was the employee count for corporate administrative

and general departments in 2022, 2023, and 20247

The average employee count for corporate administrative
and general departments is 257, 265, and 265,

respectively.

What 1s the projected employee count for corporate

administrative and general departments for 20257

The average projected employee count for corporate
administrative and general departments in 2025 is 265,

which is the same level as 2023 and 2024.

Please discuss what is included in corporate
administrative and general 0O&M expenses and the level of

spending through recent years.
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Corporate administrative and general (N“A&G”) costs
include costs for areas such as Finance, Procurement,
Human Resources, Legal and Regulatory, as well as expenses
for property and liability insurance, injuries and
damages, and other corporate credits. Corporate credits
include amounts for charges to capital and affiliates for
benefits/fringe and A&G expense capitalization. Document
No. 4 of my exhibit shows our Corporate Administrative
and General expenses from 2022 through 2025. The company
has demonstrated cost control in many of the areas listed
above; however, premium increases caused by market forces
in the property and casualty insurance markets have put

upward pressure on our A&G expense levels.

Please describe the challenges the company has

experienced in property and liability insurance markets.

The company’s insurance costs have gone up significantly
in the past few years due to premium rate increases and
having a larger base of assets to insure. 1Insurance
premiums are a function of the losses incurred by carriers
and the market returns carriers can earn on the premium
dollars available for them to invest. Although public
policy makers in Florida have recently enacted changes to

moderate insurance premium increases, Tampa Electric,
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like homeowners and other businesses in Florida, has
experienced and continues to experience increasing
property insurance costs. While the company continuously
monitors and manages its risk profile for assets to temper
insurance cost increases, the premiums for reasonable and

prudent insurance coverage have increased dramatically.

The company’s actual and projected O0&M expense for

insurance over time is summarized below:

2017 $ 11.0 million
2018 $ 12.0 million
2019 $ 15.2 million
2020 $ 21.4 million
2021 $ 26.1 million
2022 $ 28.5 million
2023 $ 30.8 million
2024 $ 35.2 million
2025 $ 39.6 million

Did the company include 1lobbying expenses, other
political expenses, or civic/charitable contributions
when it calculated net operating income for the 2025 test

year?

C16-1658
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No. The company excluded the budgeted amounts for these

activities when it calculated 2025 net operating income.

Has the company made the proper adjustments to remove the
impact of cost recovery clauses from net operating income

in the 2025 projected test year?

Yes.

Has Tampa Electric made the proper adjustments to remove
all non-utility activities from projected test vyear
operating expenses, including depreciation and

amortization expense?

Yes.

What amount of economic development expenses should be

approved for the 2025 projected test year?

The Commission should approve $446,502 of economic
development expenses for the 2025 projected test year.
Section 25-6.0426, Florida Administrative Code, governs how
Tampa Electric reports economic development expenses for
surveillance reporting purposes. Subsection (3) of that

rule limits the amount of economic development expense that

C16-1659
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can be recognized for earnings surveillance reporting
purposes. Subsection (4) of that rule specifies that the
Commission will determine the level of sharing or prudent
economic development costs and the future treatment of
those costs for surveillance reporting purposes. The
company removed $23,000 to comply with this rule as shown

on MFR Schedule C-2.

What amount of annual storm damage accrual should be

approved for the 2025 test year?

Zero. The company has not included a storm damage accrual
in its calculation of net operating income for the 2025
test year. Rather, as discussed in my Original Prepared
Direct Testimony, the company proposes to extend the storm

cost recovery provision in its 2021 Agreement.

Is the company proposing to change its reserve target for
account 228.1 (reserve for storm damages) or to implement

an annual storm damage expense accrual in this case?

No. The current reserve target is $55,860,642 as approved
in Order No. PSC-2021-0423-S-EI on November 10, 2021, in
Docket No. 20210034-EI. The company is not proposing to

change this amount. The last storm damage study was filed
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in Docket 20210031-EI and Tampa Electric is not due to
file another Storm Damage Study until 2026, so the company
has not filed an updated Storm Damage Study in this
proceeding. Our projected reserve balance as of 2025 is
$17.8 million as reflected on MFR Schedule B-3 and is
less than the reserve target due to the level of storm
activity 1in 2023. The company intends to wuse storm

surcharges to replenish the reserve once depleted.

What amount of rate case expense should be approved in

this proceeding?

The Commission should approve rate case expense of $2.0
million and a three-year amortization period. The company
has included approximately $682,537 of rate case expense
in its calculation of net operating income for 2025. This
amount 1is reasonable in 1light of the size of Tampa
Electric, the increases requested in this case, the level
of discovery activity we expect, and the complexity of

the issues in the case.

Does the company’s proposed level of 0&M expense for the
projected 2025 test year include any amounts related to
potential merger and acquisition activities by Tampa

Electric or any of its affiliates?

C16-1661
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A. No.

FUEL EXPENSE

Q. What 1level of Fuel expense should be approved for the
2025 test year?

A. The Commission should approve Jurisdictional Adjusted

Fuel expense of $0.6 million as shown on MFR Schedule C-
1. Most fuel expense ($685.5 million) is recovered through
the fuel and purchased power and capacity cost recovery
clauses and is adjusted on MFR Schedule C-1. The remaining
$0.6 million is related to costs to oversee and operate
fuel activities, such as supervising and handling of fuel,
which are not recoverable through the fuel and purchased

power clause.

DEPRECIATION AND AMORTIZATION

Q.

What amount of depreciation and amortization expense

should be approved for the 2025 test year?

The Commission should approve Jurisdictional Adjusted
Depreciation and Amortization expense in the amount of
$531.4 million as shown on MFR Schedule C-1. This amount
was calculated wusing the company’s projected plant

balances and the rates proposed in Tampa Electric’s 2023

C16-1662
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Depreciation Study submitted on December 27, 2023, in

Docket No. 20230139-EI.

Mr. Allis describes the company’s proposed depreciation
rates and study in detail; the Tampa Electric witness
Jeff Kopp supports and explains the dismantlement study
the company commissioned for inclusion 1in the 2023
Depreciation Study. Our 2025 budgeted income statement
also reflects the levels of capital recovery amortization
discussed in Mr. Allis’ testimony. My Original Prepared

Direct Testimony also discusses depreciation expense.

What depreciation period study date should be used to
calculate depreciation expense for the 2025 projected

test year?

The projected ending plant balances as of December 31,
2024, from the depreciation study that was filed on

December 27, 2023, should be used.

What should be the implementation date for the revised
depreciate rates, capital recovery schedules, and
amortization schedules proposed by the company in this

case?

C16-1663
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The Commission should approve an implementation date of
January 2025 for the company’s proposed, revised
depreciation rates, capital recovery schedules, and
amortization schedules. This effective date matches our
proposed effective date for our proposed new 2025 customer

rates.

TAXES OTHER THAN INCOME

Q.

What level of Taxes Other Than Income expense should be

approved for the 2025 test year?

The Commission should approve Jurisdictional Adjusted
Taxes Other than Income (“TOTI”) expense of $101.6 million
as shown on MFR Schedule C-1. This amount is reasonable
as it was forecasted using prudent estimates of property
values and assessments for ad wvalorem tax purposes. My
Original Prepared Direct Testimony discusses TOTI

further.

INCOME TAXES

Q.

What level of Income Tax expense should be approved for

the 2025 test year?

The Commission should approve Jurisdictional Adjusted

Income Tax expense (benefit) totaling ($8.3 million) as

C16-1664
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shown on MFR Schedule C-1. Ms. Strickland describes the
company’s income tax expense and explains why this amount

is reasonable in her testimony.

Q. Please explain the income tax true up for interest
synchronization.
A. After adjustments described earlier in my testimony were

made to rate base, we adjusted 2025 Income Tax expense to
reflect the appropriate amount of interest expense based
on the amount and cost of debt in the capital structure
that was synchronized to the rate base. This adjustment,
as shown on MFR Schedule C-3, was done in accordance with

the Commission’s practice, and should be approved.

Q. Did the company make a parent debt adjustment as
contemplated in Rule 25-14.004, Florida Administrative

Code?

A. Yes. The company’s proposed adjustment 1is discussed

further by Ms. Strickland in her testimony.

GAIN/LOSS ON DISPOSAL OF PLANT

Q. Did the company have gains or losses on the disposition

of plant and property previously used to provide electric

C16-1665
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service?

No. The company does not expect to recognize any new gains
or losses on the disposition of plant and property
previously used to provide electric service in 2024 or
2025. The amortization of prior gains will be completed
by August 2024, so the company did not include any amount
for amortization of gain or loss on disposal of plant in

its calculation of 2025 net operating income.

ADJUSTMENTS

Q.

Please describe the FPSC adjustments the company made to
net operating income as shown in MFR Schedules C-1, C-2,

Cc-3, C-4, and C-5.

The FPSC adjustments to net operating income, as shown in
MFR Schedules ¢-1, C-2, C-3, CC-4, and C-5 reflect
Commission directives, ©policies, and decisions from
previous rate proceedings. These adjustments include: (1)
removing the revenues and expenses which are recoverable
through the cost recovery clauses and mechanisms, (2)
removing franchise fee revenues and expenses, (3)
removing gross receipts tax revenues and expenses, (4)
the income tax true-up for interest synchronization, (5)

a parent debt adjustment, and (6) removing expenses that

C16-1666
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have been deemed non-utility or non-recoverable through
retail Dbase rates. Examples of these items include
stockholder relations expenses and a portion of industry

association dues.

Based on the foregoing, and based on these adjustments,
what amount of Total Operating Expenses should be approved

for the 2025 test year?

The Commission should approve Jurisdictional Adjusted
Total Operating Expenses of $1.0 billion as shown on MFR

Schedule C-4.

NET OPERATING INCOME

Q.

(3)

Based on the foregoing, and after applying the adjustments
explained above, what amount of Net Operating Income

should be approved for the 2025 Test Year?

The Commission should approve Jurisdictional Adjusted Net
Operating Income of $501.4 million as shown on MFR

Schedule C-1.

2025 REVENUE REQUIREMENT

How did the company calculate the amount of the revenue

requirement increase it is requesting for 202%:i%-i2ﬁ§7
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case?

We calculated our total revenue requirement as the sum of
the required return on our rate base plus the costs of
providing electric service, grossed up for taxes. It is

shown on MFR Schedule A-1.

We calculated our requested 2025 revenue increase by
comparing the projected net operating income for 2025 to
the net operating income that resulted from multiplying
the 2025 13-month average rate base to the 2025 weighted

average cost of capital, as shown on MFR Schedule A-1.

We based our 2025 System Per Books net operating income,
13-month average rate Dbase, and capital structure
calculations, as reflected in our MFR Schedules, on Tampa
Electric’s 2025 budgeted Income Statement, Balance Sheet,

and Statement of Cash Flows.

We then made regulatory adjustments to the system per
books amounts for net operating income, rate base, and
capital structure. These regulatory adjustments can
include two types: (1) those that are necessary to comply
with Commission directives, policies, and decisions

("FPSC adjustments”) and (2) any applicable adjustments
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that are necessary to produce a test vyear that is
indicative of ongoing revenue and expenditure levels
(“company pro forma adjustments”). These adjustments are
discussed in detail in the Rate Base and Net Operating
income sections above. We then applied the jurisdictional
separation factors, supported in the direct testimony of
Mr. Williams, to derive the Jjurisdictional amounts upon

which the revenue requirement is calculated.

The basic calculation is shown on MFR Schedule A-1. We
first applied the 7.37 percent required overall cost of
capital to the jurisdictional adjusted average rate base
of $9.8 billion, which resulted in a required
jurisdictional net operating income of $722.1 million.
Comparing the required Jjurisdictional net operating
income to the jurisdictional net operating income based
on the company’s 2025 projected test vyear of $501.4
million without a base rate increase, we calculated the
net operating income deficiency for 2025 to be $220.8
million. After grossing this amount up for taxes, we
computed our jurisdictional revenue deficiency for 2025

to be $296.6 million.

Please describe the capital structure adjustments made in

the revenue requirement calculation.

C16-1669
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We made capital structure adjustments shown on MFR
Schedule D-la based on Commission precedent. First, we
removed the over/under-recovery amounts for our cost
recovery clauses from short-term debt and deferred taxes
because these are the components of the capital structure
that are affected by the difference between the clause
expense incurred and the clause revenues collected. We
then performed the deferred income tax specific/pro rata
adjustment over all sources except for tax credits. The
deferred income tax adjustment calculation is illustrated
in the direct testimony and exhibit of Ms. Strickland.
Finally, we used the traditional pro rata approach for
the remaining adjustments, such as removing certain CWIP
amounts and rate base items associated with the cost

recovery clauses.

Did the company make any pro forma adjustments to

calculate its 2025 revenue requirement?

No.

What revenue expansion factor and net operating income
multiplier did the company use to calculate its proposed

rate increase?

C16-1670
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The company’s proposed revenue expansion factor is
0.74424, as shown on MFR Schedule C-44, and was calculated
using the regulatory assessment fee of 0.085 percent, a
bad debt rate of 0.224 percent, and state and federal
income tax rates of 5.5 and 21.0 percent, respectively.
The tax rates are discussed in the direct testimony of

Ms. Strickland.

What amount of projected test year Write-offs should the

Commission approve in the Revenue Expansion Factor?

The Commission should approve projected test year Write-
offs of $5.8 million in the revenue expansion factor as
shown on MFR Schedule C-11. Given expected conditions,
this is a reasonable amount for write-offs for the test

year.

How did the company account for vehicle depreciation in

its 2025 capital and O&M budgets?

Vehicle depreciation was included in the fleet allocation
and follows the labor activities of all associated team
members; therefore, it is included in both capital and

O&M based on these activities.

C16-1671
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What amount of Administrative and General (“A&G”) expense

was capitalized in the company’s 2025 capital budgets?

The company capitalized $35.0 million in A&G Expenses in

the 2025 Capital Budget.

How did the company determine the amount of A&G expense to

be capitalized in its 2025 0O&M and capital budgets?

It is the company’s practice to review A&G capitalization
each vyear. Periodically, this accounting estimate is
updated when appropriate. The update is made using an A&G
Capitalization study that is performed in accordance with
the Code of Federal Regulation (“CFR”) and electric plant

instruction 4 as practicable.

The company’s review of A&G capitalization includes
consideration of (a) the total level of capital
expenditures occurring over time, (b) the amount of A&G
expense occurring over time, (c) the level of effort devoted
to capital activity in the business functions that charge
A&G expense, and (d) the types of costs being charged into

A&G expense accounts.

In 2022, the company performed an A&G Capitalization study
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that resulted in the implementation of an annual
capitalization amount of $35.0 million. In July 2022, the
company began monthly A&G capitalization postings to
reflect the new annual amount. The company used this annual

amount in the 0&M budget for the 2025 test year.

Is the amount of A&G expense capitalized in the 2025 test

year reasonable?

Yes. The 2025 amount is reasonable in light of the overall
level of 2025 capital spending and recent changes to the
level of the company’s capital spending, as well as the

level of A&G expense projected for 2025.

What Allowance for Funds Used During Construction
("AFUDC”) rate did the company use for projects in 2023,

2024, and the projected 2025 test year?

The AFUDC rate of 6.07 percent was approved Dby the
Commission in Order No. PSC-2022-0394-PAA-EI, Docket No.
20220162-E, effective July 1, 2022. The company used this

rate for 2023, 2024, and the projected 2025 test year.

Is the company’s 2025 revenue requirement calculation

reasonable?

C16-1673
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Yes. The revenue requirement calculation described above
reflects reasonable amounts of rate base and net operating
income (“NOI”) and a reasonable rate of return, all of
which reflect appropriate amounts for adjustments
approved by the Commission in prior rate cases. All
forecasted amounts included in the revenue regquirement
calculation are reasonable and prudent amounts associated
with providing electric service in 2025.

Should Tampa Electric be required to file, within 90 days
after the date of the final order in this docket, a
description of all entries or adjustments to its annual
report, rate of return reports, and books and records
which will be required as a result of the Commission’s

findings in this rate case?

Yes. Tampa Electric does not object to a requirement like

this.

AFFILIATE TRANSACTIONS

Please describe the ©projected affiliate transactions

included in the company’s 2025 test year.

The projected affiliate transactions included in the
company’s 2025 test year reflect the normal products and

services exchanged with companies related C§f6-f%%8f
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Electric. These items include products and services
provided to affiliated companies, as well as products and
services provided from affiliated companies to Tampa
Electric. Tampa Electric provides services to affiliates
and shares the costs with them, referring to them as
“shared services”. Shared services are provided to many
affiliates, but primarily to Peoples Gas System, Inc. and
New Mexico Gas Company. Tampa Electric receives services

from other affiliates, primarily Emera, Inc.

Can you provide additional details regarding affiliate

transactions?

Yes. Related party transactions are reflected on MFR
Schedule C-30, Transactions with Affiliated Companies, and
MFR Schedule C-31, Affiliated Company Relationships -
which reflects the diversification pages that will be
contained in the 2023 Form 1 submission to the Commission.
In addition to the shared services discussed above, Tampa
Electric engages in natural gas purchases and sales with
Peoples Gas System and Emera Energy Services U.S., Inc.
Tampa Electric Company also has an Asset Management
Agreement (“AMA”) with Emera Energy Services U.S., Inc.

for a portion of its natural gas storage capacity.

C16-1675
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Does Tampa Electric adhere to Rule 25-6.1351, Florida
Administrative Code ("MAffiliated Transactions rule”),
when conducting Affiliate Transactions and maintaining a

Cost Allocation Manual (“CAM”)?

Yes, the company believes it complies with the rule and
maintains a CAM. The Affiliated Transaction rule imposes
two basic requirements. First, the rule states that a
utility must charge an affiliate the higher of fully
allocated costs or market price for all non-tariffed
services and products purchased by the affiliate from the
utility. Second, it states that when a utility purchases
services and products from an affiliate and applies the
costs to regulated operations, the utility shall apportion
to regulated operations the lesser of fully allocated
costs or market price. However, these two requirements do
not apply to allocation of cost for services between a
utility and its parent company or between a utility and
its regulated utility affiliates. In Tampa Electric’s
case, the vast majority of the costs allocated to Tampa
Electric from affiliates or allocated to affiliates by
Tampa Electric are not subject to the two requirements

above.

How does Tampa Electric determine the costs that it charges

C16-1676
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affiliated companies?

The costs for Tampa Electric shared services are charged
to affiliate companies pursuant to our CAM or intercompany
service agreements in one of three ways: (1) direct
charges, (2) assessed charges, and (3) allocated charges.
Direct charges are made when an affiliate 1is solely
receiving the product or service rendered by Tampa
Electric. When multiple affiliates receive the same
services, the company charges costs either through
assessments or an allocation. Assessments are determined
and distributed using cost-causative calculations based
on certain metrics, such as head count or square footage.
Shared costs that cannot be directly charged or assessed
are allocated based on a Modified Massachusetts Method,
which is a method that utilizes a combination of total
operating revenues, total operating assets, and net income
as the basis of allocation. This method has been evaluated
and deemed reasonable by the Commission in prior company
proceedings. This methodology is further described in the
company’s CAM. The allocation procedures in the CAM and
used by other affiliates to allocate costs to Tampa

Electric are reasonable.

How do affiliated companies determine the cost§ tBatBaré
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charged to Tampa Electric?

The costs for products or services provided to Tampa
Electric from affiliated companies are charged using
similar methods to the ones described above and in
accordance with the Affiliate Transaction rule. The
company receives direct, assessed, and allocated charges.
The cost distribution is based on the nature of the service
provided. Examples of these services include risk
management, insurance, and treasury. There are also Emera,
Inc. functions that partner with Tampa Electric and charge
for their involvement. Examples of these services include

safety, legal, information technology and human resources.

Does Emera charge Tampa Electric for Merger or Acquisition

related costs?

No.

Please describe the changes in affiliate relationships

that have occurred since the company’s last rate case.

Since the company’s last rate case, the only major change

is the separation of Peoples Gas System from Tampa

Electric. Peoples Gas System operated as a difi%%f%7%f
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Tampa Electric Company and was regulated by the Commission
as a stand-alone entity. Consistent with how most utility
companies are organized, Emera decided in 2022 that it was
time to legally separate its Florida electric and natural
gas utilities to reflect their different business needs,
geographic reach, and regulatory constructs. The natural
gas assets, liabilities, and equity of the Peoples Gas
System, a division of Tampa Electric Company were

therefore transferred as part of a tax-free exchange to a

new corporation named Peoples Gas System, Inc.
(“Peoples”), effective January 1, 2023 (“"2023
Transaction”) .

Has the 2023 Transaction impacted the 1level of cost

allocations to and from Tampa Electric and its affiliates?

No. The 2023 Transaction did not materially impact the level
of cost allocations to and from Tampa Electric and its
affiliates. However, Peoples repaid Tampa Electric its
intercompany debt in December 2023, so Peoples no longer

pays interest expense to Tampa Electric.

Does the company expect to be involved in any other

restructuring activities in 20242

C16-1679
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Yes. My Original Prepared Direct Testimony discusses one
other corporate restructuring. The company does not expect
that change to impact the level of costs charged to Tampa

Electric by affiliates or by Tampa Electric to affiliates.

Are the projected affiliate transactions reflected in the

2025 test year reasonable?

Yes. The affiliated transactions reflected in the test
year are reasonable. The services provided to affiliates
and from affiliates are documented in agreements between
the companies. Cost distributions for services exchanged
between affiliates are based on agreed-upon methodologies.
Both incoming and outgoing charges are subject to the
internal control system for each company. The services
provided by affiliates are appropriate and prudently
incurred to achieve the most efficient and effective
operation of functions that are wvital to delivering
utility service at a reasonable cost. The charging of
costs to affiliates 1is reasonable and allows Tampa
Electric to ensure a streamlined cost profile for

functions required to prudently operate the business.

2026 and 2027 SYA

How do you expect the company’s financial pré£ﬂi%léﬁﬂ0
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condition to change after 20257

The company’s financial profile will evolve as projects
placed in service during 2025 and 2026 begin to be
reflected fully in Tampa Electric’s 13-Month Average
Plant in Service through 2026 and 2027. Tampa Electric
expects to place several projects into service during
2025. Therefore, the first full year in service for these
projects will be 2026. Additionally, the company expects
to place several projects into service in 2026 and those
projects will have their first full year in service in

2027.

Projects expected to go into service in 2025 include our
Polk 1 Flexibility Project; Wimauma, Lake Mabel, and South
Tampa Energy Storage Capacity projects; Corporate
Headquarters; the Bearss Operations Center; a portion of
the South Tampa Resilience project; components of the Grid
Reliability and Resilience project; and Solar projects at
Cottonmouth and Duette. Page 2, Document No. 5 of my
exhibit provides further details on these projects,

timing of in service and how they impact the 2026 SYA.

Projects expected to go into service in 2026 include our

Polk Fuel Diversity Project; a portion of the South Tampa

C16-1681
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Resilience project; components of the Grid Reliability
and Resilience project; and Solar projects at Big Four
and Farmland as well as solar projects at Brewster and
Wimauma 3. Page 2, Document No. 5 of my exhibit provides
further details on these projects, timing of in service

and how they impact the 2027 SYA.

Absent additional rate relief in 2026 and 2027, these
plant additions will put pressure on our ability to earn
within the range of return on equity the company is
proposing in this proceeding. My Original Prepared Direct
Testimony discusses the impact of these projects on our

expected 2026 and 2027 financial condition.

What are the amounts of incremental plant in service for

these assets?

Document No. 5, page 1, of my exhibit includes a schedule
reflecting the projected 13-month average in-service
value for 2026 and 2027 for these projects. The schedule
also shows the expected incremental revenue requirement

needed for each project.

What are the in-service dates for these projects?

C16-1682
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Document No. 5, page 2, of my exhibit includes a schedule
reflecting the in-service date and incremental revenue

requirement for 2026 and 2027 for these projects.

How would these plant additions impact company regulatory

filings?

Given the expected rate base growth from normal plant
additions and the major projects described above, and
absent an alternative regulatory approach, the company
anticipates that it would need to seek additional base
rate relief for 2026 and 2027. Specifically, the company
would expect to file another general request for base
rate relief in 2025 seeking additional base revenues in
2026 and a general rate proceeding in 2026 seeking

additional base revenues 1in 2027.

Has the company considered alternatives to filing full

general rate proceedings in these two years?

Yes. The company proposes that the Commission approve
incremental SYA to cover the asset additions described

above.

The first SYA would be effective for the first billing

C16-1683
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cycle in 2026 in the amount of $100,074,841 and would
cover the incremental revenue requirement as described in

Document No. 5 of my exhibit.

The second SYA would become effective for the first
billing cycle in 2027 in the amount of $71,847,925 and
would cover the incremental revenue requirement as
described in Document No. 5 of my exhibit.

My Original Prepared Direct Testimony explains why the
company needs subsequent year adjustments for 2026 and

2027.

Please provide additional detail related to the
calculation of the revenue requirements to be recovered

by the company’s proposed 2026 and 2027 SYA.

Document No. 5 of my exhibit shows the revenue requirement
for the projects to be recovered through the two SYA using
the 13-month average in-service value incremental to 2025
consistent with the methodology used for the Generation

Base Rate Adjustment in the 2021 Agreement.

What assumptions did you make when calculating the SYA

shown in Document No. 5 of your exhibit?

C16-1684
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The calculations on Document No. 5 of my exhibit start
with the 13-month average in-service amount, incremental
to the in- service amount 1in the prior year revenue
requirement for each SYA project. That amount is then
multiplied by the 2025 Rate of Return reflected in MFR
Schedule A-1 of 7.37 percent. The resulting net operating
income need for each project was multiplied by the NOI
Multiplier reflected in MFR Schedule A-1 of 1.34364 to
gross up the amount for taxes. This resulted in the

calculated return for each project.

The company based the incremental 0O&M projections for the
SYA on amounts expected to be incurred by operations. We
used the depreciation rate for 2025 for each project. We
calculated incremental property tax expense for Solar
projects as the prior year end net book value times an
estimated percentage of the net book value of assets that
is included in the property tax calculation. For Solar
Wave 3 and Solar Wave 4 projects, this percentage was 20
percent (consistent with the solar property tax exemption
percentage). This amount was then further multiplied by
the projected millage rate of 1.63 percent. The company
calculated property tax expense for non-solar projects
using the prior year end original in-service amount times

an estimated percentage of the original cost of assets

C16-1685
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that is included in the property tax calculation. For the
Polk 1 Flexibility project, Energy Storage projects,
Corporate Headquarters, Bearss Operations Center, South
Tampa Resilience project, Polk Fuel Diversity project,
and Grid Reliability and Resilience projects, this
percentage was 55 percent (consistent with historical
percentages). This amount was then further multiplied by

the projected millage rate of 1.63 percent.

For the solar projects, we included a reduction for the
projected production tax credits that each location 1is
expected to generate. For the energy storage projects, we
included a reduction for the projected investment tax

credits that each location is expected to realize.

Finally, we added the return on assets to the operating
expense total (inclusive of the benefits of production
tax credits for solar projects and investment tax credits
for energy storage projects) to determine the total

revenue requirement for each project.

What rate design principles does the company propose to
use for calculating the customer rates needed to implement

the 2026 and 2027 SYA?

C16-1686
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We propose that the rates to implement the SYA be
calculated using the rate design methodology that will be
approved by the Commission for our 2025 general base rate

increase.

SUMMARY

Please summarize your direct testimony.

My direct testimony describes the reasonableness of the
company’s 2025 test year. I explain the budgeting process
the company used to develop its financial forecasts, and
why 1t 1s reasonable and reliable for operating our
business and for ratemaking purposes in this proceeding. I
present our proposed 2025 rate base, net operating income,
and revenue requirement increase as well as the revenue
requirement calculations for the company’s proposed 2026

and 2027 subsequent year adjustments.

I explain how the amount of capital in other corporate
investments and the level of corporate administrative &
general O0O&M expenses are reasonable and prudent. I also
summarize how the company accounts for affiliated
transactions and any major changes to affiliated

transactions since our last rate case.
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These components of my direct testimony support and explain
the calculations and MFR Schedules for Tampa Electric’s
2025 requested rate increase of $296,611,085 and its 2026

and 2027 SYA of $100,074,841 and $71,847,925, respectively.

Does this conclude your direct testimony?

Yes, it does.

C16-1688
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Depreciation Study submitted on December 27, 2023, in

Docket No. 20230139-EI.

Mr. Allis describes the company’s proposed depreciation
rates and study in detail; the Tampa Electric witness
Jeff Kopp supports and explains the dismantlement study
the company commissioned for inclusion 1in the 2023
Depreciation Study. My Original Prepared Direct Testimony

also discusses depreciation expense.

What depreciation period study date should be used to
calculate depreciation expense for the 2025 projected

test year?

The projected ending plant balances as of December 31,
2024, from the depreciation study that was filed on

December 27, 2023, should be used.

What should be the implementation date for the revised
depreciate rates and amortization schedules proposed by

the company in this case?

C16-1689
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The Commission should approve an implementation date of
January 2025 for the company’s proposed, revised
depreciation rates, and amortization schedules. This
effective date matches our proposed effective date for

our proposed new 2025 customer rates.

TAXES OTHER THAN INCOME

Q.

What level of Taxes Other Than Income expense should be

approved for the 2025 test year?

The Commission should approve Jurisdictional Adjusted
Taxes Other than Income (“TOTI”) expense of $101.6 million
as shown on MFR Schedule C-1. This amount is reasonable
as it was forecasted using prudent estimates of property
values and assessments for ad wvalorem tax purposes. My
Original Prepared Direct Testimony discusses TOTI

further.

INCOME TAXES

Q.

A.

What level of Income Tax expense should be approved for

the 2025 test year?

The Commission should approve Jurisdictional Adjusted

Income Tax expense (benefit) totaling ($8.3 million) as

C16-1690
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TAMPA ELECTRIC COMPANY
DOCKET NO. 20240026-EI
FILED: 07/02/2024

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
REBUTTAL TESTIMONY
OF

JEFF CHRONISTER

Please state your name, address, occupation and employer.

My name 1is Jeff Chronister. 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 Finance.

Are vyou the same Jeff Chronister who filed direct

testimony in this proceeding?

Yes. I filed direct testimony on April 2, 2024, and
adopted the direct testimony of Richard Latta on May 2,
2024. The notice of substitution of witness filed by Tampa
Electric on May 2, 2024, is included in Document No. 1 of
my Rebuttal Exhibit No. JC-3. I will refer to my direct
testimony filed on April 2, 2024, as my “original” direct
testimony, and my adopted testimony of Richard Latta as

“Chronister Volume ITI.”

Have vyour title, duties and responsibilities changed

D13-807
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since the company filed your prepared direct testimony on
April 2, 2024, or adopted Mr. Latta’s testimony on May 2,

20247

No.

What are the purposes of your rebuttal testimony?

My rebuttal testimony serves five general purposes.

First, I will address each of the net operating income
("NOI”), rate base, capital structure and rate of return
("ROR”), Clean Energy Transition Mechanism (“CETM”), and
subsequent year adjustment (“SYA”) adjustments, as well
as the tax reform proposal recommendation, discussed in
the testimony of Office of Public Counsel (“OPC”) witness

Lane Kollen.

Second, I will address the issues raised about affiliate
transactions and allocations in the testimony of OPC

witness Bion Ostrander.

Third, I will address the equity ratio proposal reflected
in the testimony of Federal Executive Agencies (“FEA”)

witness Christopher Walters.

D13-808
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Fourth, I will address three other issues raised by other
intervenor and Florida Public Service Commission

(“"Commission” or “FPSC”) staff witnesses.

Finally, in response to intervenor testimony on
affordability, I will summarize some of the actions the
company takes to promote the long-term cost-effectiveness

and affordability of its electric service.

Have you prepared an exhibit supporting your rebuttal

testimony?

Yes. Rebuttal Exhibit No. JC-3, entitled “Rebuttal
Exhibit of Jeff Chronister,” 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 three documents:

Document No. 1 Notice of Substitution of Witness
Document No. 2 Dismantlement Calculations
Document No. 3 Audit Finding Responses

D13-809
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OPC WITNESS KOLLEN’S PROPOSED ADJUSTMENTS

How is this area of your testimony organized?

Page 5 of Mr. Kollen’s testimony includes a table
summarizing OPC’s proposed NOI, Rate Base, and Capital
Structure and ROR adjustments for the company’s proposed
2025 test year and OPC’s proposed CETM adjustments. Page
6 of Mr. Kollen’s testimony includes a table summarizing
OPC’ s proposed adjustments to the company’s proposed 2026
and 2027 SYA. I will address each of OPC’s proposed
adjustments as well as OPC’s tax reform proposal
recommendation in this portion of my rebuttal testimony.
Other witnesses support the company’s position on some of
OPC’s proposed adjustments, so I will refer to the

rebuttal testimony of other witnesses where appropriate.

OPC’'s Proposed 2025 Test Year Adjustments for Net
Operating Income

Growth Adjustment to Revenues

Should the Commission approve OPC’s proposed adjustment

to increase test year revenues for load growth?

No. Mr. Kollen’s proposed adjustment 1is Dbased on
recommendations in the testimony of OPC witness David

Dismukes. Tampa Electric does not agree with Dr.

D13-810
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Dismukes’s proposed methodology and assumptions because
they ignore important facts, contain inaccuracies, are
inconsistent with accepted industry best practices, and
are based on outdated information. These and other reasons
the Commission should reject OPC’s proposed revenue
adjustment are explained further 1in Tampa Electric

witness Lori Cifuentes’s rebuttal testimony.

Generation Maintenance Expense
Should the Commission approve OPC’s proposal to disallow
planned generation maintenance expense for planned

outages?

No. The company opposes this adjustment for the reasons
explained in the Tampa Electric witness Carlos
Aldazabal’s rebuttal testimony. On page 11 of his
testimony, Mr. Kollen suggests a method to “normalize”
the expense in the test year without any “deferrals.” His
proposal does not spread the company’s forecasted
generation outage expenses over time. It simply disallows
forecasted expenses for 2025 that exceed $12.8 million,
which he states is an average amount of generation outage

expenses.

Does Tampa Electric agree with Mr. Kollen’s proposed $12.8

D13-811
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million average amount?

Yes. The company agrees with the $12.8 million average
amount of generation outage expense but disagrees that
this amount should be wused to calculate an expense

disallowance for 2025.

Did Mr. Kollen identify deferral and amortization of a
portion of 2025 generation outage expenses over a

benchmark as an option?

Yes. On page 11, Mr. Kollen notes another alternative

solution “to defer the abnormally high expense in excess

of the normalized expense and amortize the deferral over

an extended period of time in an attempt to allocate the
benefits of the abnormally high expense to the periods
benefitting from the planned maintenance scope of work

and expenses” (emphasis added).

If the Commission decides to adjust the company’s test
year outage expense as Mr. Kollen’s alternative approach
recommended, how should Tampa Electric implement the

solution?

If an adjustment is made to test year outage expense,

D13-812
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then the incremental costs above the “adjusted” amount
included in the company’s test year expenses should be

deferred and amortized over time.

What is the amount of 2025 planned outage expense that
should be deferred under the proposal and what 1is a

reasonable amortization period?

Witness Kollen proposed $12.8 million as a representative
amount for normal planned outage expenses. Other options
for the average could include a five-year average starting
with 2021 actual expenses (which is $14.1 million) or a
three-year average starting with 2023 actual expenses

(which 1s $16.0 million).

Using Mr. Kollen’s $12.8 million average and the
forecasted 2025 test year planned outage expense total of
$25.2 million, the incremental amount to be deferred would
be $12.4 million (i.e., $25.2 million minus $12.8

million).

The company proposes to amortize this $12.4 million
incremental 2025 amount over three years from 2025 to
2027. This period matches the company’s 2025 test year

and two SYA periods.

D13-813
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In this case, the annual amortization amount would be
$4.13 million (i.e. $12.4 million divided by 3). This
would result in a 2025 test year total generation outage
expense of $16.93 million (i.e. $12.8 million “benchmark”

amount plus $4.13 million amortization amount).

Under this proposal, the 2025 system per books expense
amount to be used ($16.93 million) to calculate 2025 NOI
would be $8.27 million lower than the $25.2 million

proposed by the company in this proceeding.

Pension Expense Capitalization
Should the Commission approve OPC’s proposed adjustment

to “correct” capitalization of pension costs?

No. The company opposes this adjustment because, as
discussed in the company’s response to OPC’s Ninth Set of
Interrogatories No. 167(a), a portion of the company’s
forecasted pension cost is capitalized through the fringe
rate. MFR Schedule C-17 reflects pension costs in
operations and maintenance (“0&M”) Dbecause all benefit
costs are initially posted to FERC Account 926. The fringe
rate subsequently follows the allocation of 1labor
dollars, and FERC Account 926 is credited to reflect the

portion of benefits expense (including pension costs)

D13-814
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that are capitalized. OPC’'s proposed reduction to expense
is inappropriate because the amount of pension costs to
be capitalized has already been deducted from the

company’s forecasted benefits expense.

Other Post-Employment Benefits (“OPEB”) Expense
Capitalization

Should the Commission approve OPC’s proposed adjustment
to “correct” capitalization of other post-employment

benefit costs?

No. The company opposes this adjustment because, as
discussed in the company’s response to OPC’s Ninth Set of
Interrogatories No. 167(b), a portion of the active
employee OPEB cost is capitalized through the fringe rate.
MFR Schedule C-17 reflects OPEB costs in 0&M as all
benefits costs are initially posted to FERC Account 926.
The fringe rate subsequently follows the allocation of
labor dollars and FERC Account 926 is credited to reflect
the portion of benefits expense (including OPEB costs)
that are capitalized. OPC’'s proposed reduction to expense
is inappropriate because the amount of OPEB costs to be
capitalized has already been deducted from the company’s

forecasted benefits expense.

D13-815
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Long Term Incentive Plan Expense
Should the Commission approve OPC’s proposed adjustment

to disallow long-term incentive plan (“LTIP”) expense?

No. The company’s total compensation expense for the 2025
test year is reasonable. 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. It
also incents Tampa Electric’s participating executives to
be aware of and support the financial health of the
company, which 1is in the long-term best interests of
customers. These and other reasons the Commission should
reject this proposed adjustment are explained further in
the Tampa Electric witness Marian Cacciatore’s rebuttal

testimony.

Supplemental Employee Retirement Plan (“SERP”) Expense
Should the Commission approve OPC’s proposed adjustment

to disallow SERP expense?

No. The company’s total compensation expense for the 2025
test year is reasonable. The SERP is one component of an
overall compensation and benefits package designed to

retain talented, highly motivated and effective executive

D13-816
10
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leadership. These and other reasons the Commission should
reject this proposed adjustment are explained further in

the rebuttal testimony of Ms. Cacciatore.

Affiliate Transaction Expense
Should the Commission approve OPC’s proposed expense

adjustments for affiliate transactions and allocations?

No. The company opposes the affiliate transaction
adjustments totaling $6.313 million shown on page 5 of
Mr. Kollen’s testimony for the reasons explained later in

Section II of my rebuttal testimony.

Directors and Officers (“D&0O”) Insurance Expense
Should the Commission approve OPC’s proposed adjustment

to disallow 50 percent of D&0O insurance expense?

No. The Commission should reject OPC’'s proposed
adjustment for two reasons. First, D&0O insurance has long
been recognized by the Commission as an expense for
coverage that allows the company to attract and retain
talent in director and officer positions. Second, the
amount 1s reasonable. The cost associated with D&O
insurance expense 1is reflected in the Administrative &

General (“A&G”) functional expense group. A&G expense for

D13-817
11
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the 2025 test year is $56.0 million below the Commission’s

benchmark.

Board of Directors Expenses
Please comment on OPC’s proposed $(376,000) adjustment to

remove 50 percent of Board of Directors expenses.

This is a reasonable expense, and the Commission should

reject OPC’s proposed adjustment.

Feeder Hardening Depreciation Expense
Should the Commission approve OPC’s proposed adjustment
to disallow depreciation expense associated with feeder

hardening?

No. The proposed feeder hardening depreciation adjustment
is related to the recommendation on page 19 of the
testimony of OPC witness Kevin Mara “that all feeder
hardening costs be shifted to the SPP.” This
recommendation would be contrary to the accounting
methods agreed to by OPC and approved by the Commission

in Order No. PSC-2020-0224-AS-EI, filed June 30, 2020.

The costs that Mr. Mara described as being “assigned to

rate base” are costs of removal (“"COR”). The Commission-

D13-818
12
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approved agreement noted above states, in Section III,
“For assets being retired and replaced with new assets as
part of an SPP program, TECO will not seek to recover the
cost of removal net of salvage associated with the related
assets to be retired through the SPPCRC. Rather, such
cost of removal will be debited to TECO’s accumulated
depreciation reserve according to normal regulatory plant

accounting procedures.”

This approach recognizes that the depreciation expense
for the removed assets incorporated the recovery of COR
through base rates in prior years. Properly charging them
to the reserve allows for the continued analysis of net
book wvalue, COR, depreciation expense and accumulated
reserves in the normal context of periodic depreciation
studies. If the company booked COR to the SPP, then it
would inappropriately allow the company to recover a
return on investment on those costs through the SPP Cost

Recovery Clause.

Energy Storage Depreciation Expense
Should the Commission approve OPC’s proposal to reduce
depreciation expense to reflect a 20-year life for energy

storage devices?

D13-819
13
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No. The Commission should not approve OPC’s proposed 20-
year life for energy storage devices for the reasons
explained in the rebuttal testimony of Ned Allis. The
company’s proposed 1life of 10 vyears 1is reasonable,
especially as utility scale energy storage assets are
relatively new in the industry. However, if the Commission
approves a 20-year life for energy storage devices, then
the 2025 adjustment, after applying the jurisdictional
factor and the revenue gross-up multiplier (which
excludes the federal and state income tax) would be

5(5.942) million.

Solar Facility Depreciation Expense
Should the Commission approve OPC’s proposal to reduce
depreciation expense to reflect a 35-year life for solar

generating facilities?

No. As explained in the rebuttal testimony of Mr. Allis,
the Commission should reject OPC’s proposal. However, if
the Commission approves a 35-year life for solar assets,
the 2025 adjustment, after applying the Jjurisdictional
factor and the revenue gross-up multiplier (which
excludes the federal and state income tax) should be

$(9.519) million.

D13-820
14
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Dismantlement Expense
Do you agree with Mr. Kollen’s characterization, on page
27, of the company’s calculation of dismantlement expense

in this proceeding?

No. Mr. Kollen’s testimony reflects an understanding of
some of the elements of the dismantlement study. However,
some of his testimony does not reflect an understanding
of how the complete process worked, including the

calculation of the dismantlement expense accrual.

Please summarize how the company prepared the
depreciation and dismantlement studies and the

dismantlement expense accrual for this case.

There were three separate workstreams.

First, at the direction of the company, Mr. Allis, a
member of the consulting firm Gannett Fleming, performed
the Depreciation Study filed in December 2023 as discussed
in his testimony. A company employee prepared the

depreciation study in the company’s last rate case.

Second, witness Jeff Kopp, a member of the consulting

firm 1898 & Co., prepared a Decommissioning Cost Study

D13-821
15
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reflecting estimates of the current cost of dismantling
the company’s assets. His Decommissioning Cost Study was
filed with the Commission in December 2023 as discussed
in his testimony. Mr. Kopp prepared the decommissioning

cost estimate in the company’s 2021 rate case.

Third, the company used Mr. Kopp’s dismantlement cost
estimates to calculate the dismantlement expense accrual
in accordance with Rule 25-6.04364, F.A.C. The resulting
dismantlement expense is reflected in the minimum filing
requirement schedules submitted in this docket by the
company on April 2, 2024. It was also used to calculate
the company’s 2025 proposed NOI. The company prepared the
proposed dismantlement accrual in its last rate case and

in this case.

When did the company file the depreciation and
dismantlement studies used to calculate its 2025 test year

NOI in this case?

The company filed a petition for approval of its
depreciation and dismantlement studies in December 2023.
That filing, which was assigned Docket No. 20230139-EI,
included (1) Mr. Allis’s depreciation study, (2) Mr.

the

3)
D13-822

Kopp’s dismantlement <cost estimates, and (
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company’s dismantlement expense accrual model. Docket No.
20230139-EI was consolidated with this rate case docket

on April 16, 2024.

The company’s December 2023 filing in Docket No. 20230139-

EI included the following exhibits:

Exhibit 1 Company Background and Change in
Depreciation and Dismantlement Expense
Accruals Summary

Exhibit 2 Depreciation Study, including survivor
curves, service 1life consideration, net
salvage consideration, and depreciation

rate calculations

Exhibit 3 Annual dismantlement accrual calculation
Exhibit 4 Depreciation Annual Status Reports (2021-
2024)

A copy of the dismantlement expense accrual detailed model
calculations included as Exhibit 3 to the company’s
December 2023 filing is included in Document No. 2 of my

rebuttal exhibit.

Did the company include the details of the dismantlement

expense accrual model in its initial filing in this case?

D13-823
17
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No. The company did not and has not in previous rate case
filings; however, it was part of the company’s December
2023 filing. Tampa Electric produced the accrual model
details to the parties in this case in response to Florida
Industrial Power Users Group’s (“FIPUG”) Second Reqguest
for Production of Documents No. 25 and Staff’s Third

Request for Production of Documents No. 19.

Please summarize how the dismantlement expense accrual

for 2025 was developed in this case.

Mr. Kopp developed engineering estimates of the current
costs to dismantle the company’s assets. His estimate did
not include cost contingencies or cost escalations. The
company took Mr. Kopp’s current dismantlement cost
estimates, added a 15 percent contingency, and escalated
the resulting amounts based on the projected retirement
date of each unit to yield an estimate of the future costs
of dismantling per unit. The company then compared the
future expected costs of dismantlement per unit to its
existing dismantlement reserve and calculated the annual
dismantlement expense accruals needed to achieve the
future target reserve amounts over the remaining life of
the units. The company then calculated an average of the

next four years of expense accruals to create a levelized

D13-824
18
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annual amount for ratemaking purposes. The sum of these
levelized expense accrual amounts were then used as the
dismantlement expense included in the calculation of 2025

test year NOI.

What 1is included in Document No. 2 of vyour Rebuttal

Exhibit?

It is Exhibit 3 of our December 2023 filing and includes
our 2025 Annual Accrual Summary (page 535), Change in
Accrual Summary (page 536), 1898 & Co. cost estimate
linkage to accrual model (page 537), Vendor Cost Estimates
No Contingency Applied (page 538), 15 percent Contingency
Amount Calculation (page 539), Cost Estimates with 15
percent Contingency Applied (page 540), Unit Reserves as
of December 31, 2024 (pages 541 +to 551), 1Inflation
Forecast (pages 552 to 553), and Unit Accrual Calculations

(Pages 555 to 648).

Did the company develop its dismantlement study and 2025

expense accrual in accordance with the Commission’s rule?

Yes. The dismantlement expense accrual model and
calculations follow the requirements in Rule 25-6.04364,

F.A.C. This rule calls for the use of escalation factors

D13-825
19
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[25-6.04364(3) (f) and (m) and 25-6.04364(4), F.A.C.],
requires consideration of all dismantlement related
expenditures including environmental remediation costs
[25-6.04364 (2) (c), F.A.C.]T, and contemplates the

consideration of contingencies [25-6.04364(2) (a), F.A.C].

Is the company’s dismantlement study expense accrual

reasonable?

Yes. The company’s proposed amount of dismantlement
expense for the 2025 test year is based on the reasonable
dismantlement estimates prepared by Mr. Kopp and the
accrual calculated 1in accordance with the applicable

F.A.C. rule and is reasonable.

Dismantlement Expense for Escalations
Should the Commission include projected cost increases

beyond 2025 when calculating dismantlement expenses?

Yes. The purpose of a dismantlement study is to estimate
the future costs of retiring plant assets, so reasonable
estimates of future cost increases should be considered.
The company disagrees with OPC’s position on this issue
for the reasons explained in the rebuttal testimony of

Mr. Kopp, and because, as discussed above, the applicable

D13-826
20
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rule requires consideration of escalation factors and

future costs.

Dismantlement Expense for Solar Site Restoration
Should the Commission approve OPC’s proposed adjustment
to disallow solar site restoration environmental costs

from dismantlement expense?

No. These are reasonable and prudent costs that should be
included and accounted for at the solar generating asset
facilities just as they are at other company generating
facilities. It is not reasonable to disallow
environmental restoration costs that the company
reasonably expects to incur at the time of dismantlement.
These and other reasons the Commission should reject this
proposed adjustment are explained further in the rebuttal

testimony of Mr. Kopp.

Dismantlement Expense Related to Solar Generation Life
Should the Commission approve OPC’s proposed adjustment
to reduce dismantlement expense to reflect a 35-year life

for solar generating assets?

No. The company disagrees with OPC’s position on this

issue for the reasons explained in the rebuttal testimony

D13-827
21
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of Mr. Allis. However, 1f the Commission approves a 35—
year life for solar assets, the 2025 NOI adjustment for
dismantlement expense, after applying the jurisdictional
factor and the revenue gross-up multiplier (which
excludes the federal and state income tax) should be
$(1.293) million. This expense reduction amount is
calculated in isolation and does not embed the adjustments
for removing escalation and removing environmental
remediation costs. However, 1if the Commission adopts
those changes, the corresponding proposed changes to

accumulated depreciation should be approved.

Carrying Costs on Deferred Production Tax Credits
Should the Commission approve OPC’s proposal to include
carrying costs on deferred production tax credits (“PTC")

through December 31, 2024, in test year NOI?

No. Deferred PTC were recorded as regulatory liabilities
from 2022 to 2024. Over this period, they were properly
reflected as rate base reductions in the company’s
Earnings Surveillance Reports. In the 2025 test year, the
unamortized balance of the regulatory liabilities related
to deferred PTC are reductions to rate base. As a result,
the revenue requirement requested in this proceeding is

lower already. There 1s no need for the adjustment

D13-828
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proposed by OPC.

Deferred PTC Amortization Period

Should the Commission approve OPC’s proposal to amortize
the regulatory 1liability associated with deferred PTC
over three years instead of the 10 years proposed by the

company?

No. The Commission should not approve OPC’s proposed 3-
year amortization for the deferred PTC benefit regulatory
liability. These benefits were put on the balance sheet
for the express purpose of flowing them to customers as

new rates were set in our next rate proceeding.

The company’s proposed amortization period of 10 years is
reasonable because it shares the benefit of deferral with
customers over a longer period. Using a three-year
amortization period would be beneficial to customers for
three years but would create an abnormal expense reduction
and enhance the potential need for rate relief at the end
of the amortization period. Mr. Kollen’s revenue
requirement adjustment also included impacts of a
carrying charge discussed above which should be rejected

for the reasons explained above.

D13-829
23
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If the Commission prefers a middle ground, a five-year
amortization period would spread the benefit of the
deferral over a longer period than proposed by OPC and
would moderate the impact of the atypical expense
reduction described above. If the Commission approves a
five-year amortization for the regulatory liability, the
2025 NOI adjustment, after applying the Jjurisdictional
factor and the revenue gross-up multiplier (which
excludes the federal and state income tax) would be

$(5.520) million.

Deferred IRA Investment Tax Credits Amortization Period
Should the Commission approve OPC’s proposal to amortize
deferred investment tax credits (“ITC”) associated with

energy storage devices over three years?

No. The company opposes OPC’s proposed adjustment because
it does not reflect a normalization method of accounting.
By spreading the benefit of ITC over an asset’s regulatory
life, normalization avoids intergenerational cost
inequities for customers and allows the customers who will
be getting the benefit of the asset to also enjoy the
benefit of the related ITC. As described in Tampa Electric
witness Valerie Strickland’s rebuttal testimony, the

company’s proposed methodology complies with IRS

D13-830
24
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normalization rules and is consistent with the company’s
historical treatment of its Deferred ITC. The company’s
treatment is consistent with the FPSC’s historic practice
for ITC, which has been reflected in Commission orders

for the last several decades.

Deferred Solar ITC Amortization Period
Should the Commission approve OPC’s proposal to amortize

pre-2022 solar ITC over 35 years rather than 30 years?

No. As explained in the rebuttal testimony of Mrs.
Strickland, the amortization of the deferred solar ITC
should match the regulatory life of 30 years, as proposed

in the company’s recently filed Depreciation Study.

OPC’s Proposed 2025 Test Year Adjustments for Rate Base
Spare Power Transformers
Should the Commission approve OPC’s proposed rate base

adjustment to remove spare power transformers?

No. The current lead time to obtain a transformer 1is
approximately two to three years, so ordering spares
annually 1s needed to serve customers in the event of
transformer failure. If the company is unable to maintain

a healthy spare inventory, the company may be required to

D13-831
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purchase emergency replacements at higher costs. The
proposed disallowance would create reliability risk and
could increase customer costs. These and other reasons
the Commission should reject this proposed adjustment are
explained in the Tampa Electric witness rebuttal Chip

Whitworth’s rebuttal testimony.

Distribution Feeder Hardening Plant
Should the Commission approve OPC’s proposed rate base

adjustment to remove distribution feeder hardening plant?

No. The proposed feeder hardening rate base adjustment is
related to the recommendation on page 19 of the testimony
of Mr. Mara “that all feeder hardening costs be shifted
to the SPP.” This recommendation should be rejected for

the reasons explained in Section I.A.10., above.

OPC Proposed Adjustments to Accumulated Depreciation

Should the Commission approve OPC’s proposed adjustment
to accumulated depreciation to reflect different
depreciation lives for solar generating facilities and

energy storage devices?

No. OPC’s proposed changes to the depreciation service

lives for solar generating facilities and energy storage

D13-832
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devices should be rejected for the reasons previously
explained in this testimony. However, if the Commission
adopts those changes, the corresponding proposed changes

to accumulated depreciation should be approved.

Rate Base Adjustments for PTC
Should the Commission approve OPC’s two proposed rate base
adjustments relating to the company’s regulatory

liability for deferred PTC?

No. The company opposes those adjustments for the reasons
explained above and in the rebuttal testimony of Mrs.
Strickland, namely the company’s disagreement with
certain data points used to calculate the rate base
adjustment. However, if the Commission approves OPC’s
positions on PTC carrying costs and amortization, it
should also approve any corresponding rate base

adjustments.

OPC’s Proposed 2025 Test Year Adjustments for Capital
Structure and ROR

Cost Rate for Deferred Energy Storage ITC in Capital
Structure

Should the Commission approve OPC’s proposed revenue

requirement adjustment to assign a zero cost to the

D13-833
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balance of energy storage deferred ITC in the capital

structure?

No. The company’s methodology complies with IRS
normalization rules and is consistent with the company’s
historical treatment of its Deferred ITC. The company’s
treatment is consistent with FPSC practice, which is to
assign a cost of capital for the Deferred ITC using the
weighted average cost rate of investor sources of capital.
This practice has been codified in Commission orders for
the last several decades. These reasons for rejecting this
proposed adjustment are explained further in the rebuttal

testimony of Mrs. Strickland.

Return on Equity
Should the Commission approve OPC’s proposed revenue
requirement adjustment to reflect a 9.5 percent mid-point

return on equity (“ROE”)?

No. The Commission should reject OPC’s proposed ROE
adjustment. Mr. Kollen’s proposed adjustment is based on
the recommended ROE in the testimony of OPC Witness
Randall Woolridge. Tampa Electric does not agree with Dr.
Woolridge’s observations surrounding current capital

market conditions, his review of authorized ROE, his

D13-834
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application of the DCF model, nor his application of the
CAPM. These points are explained further in the rebuttal

testimony of Dylan D’Ascendis.

OPC’s Proposed CETM Adjustments

What is the CETM?

CETM stands for Clean Energy Transition Mechanism. It was
approved by the Commission in 2021 when the Commission
approved the company’s 2021 Settlement Agreement. Tampa
Electric witness Ashley Sizemore explains the CETM and
presents the company’s proposed updated CETM factors for

2025 and thereafter in her direct testimony.

Cost Rate for Deferred Energy Storage ITC in capital
structure

Should the Commission approve OPC’s proposed CETM
adjustment to assign a zero cost to the balance of energy

storage deferred ITC in the capital structure?

No. The Commission should reject OPC’s proposed energy
storage ITC adjustment for the reasons described in
Section I.C.1., above and in the rebuttal testimony of

Mrs. Strickland.

D13-835
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Return on Equity
Should the Commission approve OPC’s proposed CETM

adjustment to reflect a 9.5 percent mid-point ROE?

No. The Commission should reject OPC’s proposed ROE
adjustment for the reasons explained in Section I.C.2.,

above.

OPC’s Proposed 2026 and 2027 SYA Adjustments
Remove Grid Reliability and Resilience (“GRR")
Should the Commission approve OPC’s proposed adjustment

to remove the GRR Projects from the company’s proposed

2026 and 2027 SYA?

No. The GRR Projects build on Tampa Electric’s existing
grid modernization strategy and will provide new and
enhanced functionality across the investments. The
projects will provide customers with greater access to
data which is critical to meet customer expectations and
enable more efficient and effective operations within
Tampa Electric. The prudence of the GRR Projects included
in the company’s proposed 2026 and 2027 SYA are explained
further in the Tampa Electric witness David Lukcic’s

rebuttal testimony.

D13-836
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Should the fact that the GRR Projects are not generating

assets disqualify them for recovery through a SYA?

No. Although the Commission has approved SYA for cost
recovery of generating assets in the past, there are no
practical or ratemaking reasons why a SYA should not
include major grid improvement projects. The purpose of
a SYA is to allow cost recovery for future major projects
without filing multiple future test years or filing a
rate case every year. The company’s GRR program is a major
project and including components of it for recovery
through an SYA will mitigate the need for the company to

file “full” rate cases in 2026 and 2027.

Remove Income Tax Gross Up on Non-equity Return
Should the Commission approve OPC’s proposal to remove
the income tax gross up 1in non-equity return capital

structure components?

Yes. The 1logic of OPC’'s adjustment 1is correct. The
company’s position is that the GRR Projects should be
included in the 2026 and 2027 SYA; therefore, the amount
of the adjustment to remove the income tax gross up should

be $(4,739,104) for 2026 and $(3,262,486) for 2027.

D13-837
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Imputed Revenue Adjustment
Should the Commission adopt OPC’s proposal to reduce the
company’s 2026 and 2027 SYA by imputing incremental

revenues for those periods?

No. The Commission should reject OPC’s proposed SYA

adjustments because of two flaws in OPC’s position.

The first flaw is its reliance on methods and assumptions
objected to in the rebuttal testimony of Mrs. Cifuentes.
Mr. Kollen’s proposed SYA adjustments are based on 2026
and 2027 revenue projections in the testimony of OPC
witness Dr. Dismukes. Tampa Electric does not agree with
Dr. Dismukes’s proposed methodology and assumptions as
they overlook important facts, contain inaccuracies, are
inconsistent with accepted industry best practices, and

are based on outdated information.

The second flaw 1s the application of all of Dr.
Dismukes’s projected 2026 and 2027 revenue growth amounts
to only the assets in the company’s proposed SYA. Even if
the company agreed with Dr. Dismukes’ annual growth
increments of roughly $8 million and $6 million, those
figures would be revenue available to recover the total

rate base growth for Tampa Electric in those future years.

D13-838
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The Commission has for decades acknowledged that future
year revenue growth allows utilities to reasonably invest
in additional rate base without having to come in every
year for rates. The specific assets included in the SYA
are just a subset of the total assets that the company

will invest in to serve customers in the years after 2025.

Imputing incremental 2026 and 2027 revenue into the
calculation of the company’s proposed 2026 and 2027 SYA
would simply serve to moderate the benefits to all parties
from SYA and increase the likelihood that the company

would need additional rate relief in those years.

Remove Incremental O&M Expenses
Should the Commission adopt OPC’s proposal to disallow
0&M expenses associated with the projects included in the

company’s proposed 2026 and 2027 SYA?

No. The Commission should reject this proposed adjustment
because these 0&M expenses, which will be incurred in
2026 and 2027, are incremental to the 0&M expense amounts
included in the company’s 2025 test year and are related
to the specific SYA projects. The company’s proposal to
recover incremental O&M is consistent with the method used

to calculate revenue requirements for prior base rate

D13-839
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adjustments. Both OPC’s revenue and expense adjustments

to the SYA should be rejected.

Other Revenue Requirement Adjustments

Consistent with its positions on the company’s 2025 test
year, OPC proposes to adjust the company’s 2026 and 2027
SYA amounts to reflect (a) longer depreciation lives for
solar and energy storage devices, and (b) a three-year
amortization period for deferred ITC associate with
energy storage devices. Should the Commission approve

these adjustments?

No. The Commission should decline to make these
adjustments to the company’s proposed 2026 and 2027 SYA
for the same reasons - described above - that it should
not make these adjustments to the company’s 2025 test
year revenue requirement. However, if the Commission
adopts OPC’s position on any of these issues for the
company’s 2025 test year revenue requirement, it should
make the same adjustment to the company’s proposed 2026

and 2027 SYA.

Cost Rate for Deferred Energy Storage ITC in capital
structure

Should the Commission approve OPC’s proposed SYA

D13-840
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adjustment to assign a zero cost to the balance of energy

storage deferred ITC in the capital structure?

No. The Commission should reject OPC’s proposed energy
storage ITC adjustment for the reasons described in
Section I.C.1., above and in the rebuttal testimony of

Mrs. Strickland.

Return on Equity
Should the Commission approve OPC’s proposed SYA revenue
requirement adjustment to reflect a 9.5 percent mid-point

ROE?

No. The Commission should reject OPC’s proposed ROE
adjustment for the reasons explained in Section I.C.2.,

above.

Tax Reform Proposal
Should the Commission approve the Company’s proposed tax
reform provision or reject the proposal as advocated by

OopC?

The company continues to believe that its proposed tax
reform mechanism would be a useful regulatory tool and

should be approved. It is designed to address tax rate

D13-841
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increases and decreases, and a similar mechanism was the
basis for (a) the identification of a $102.7 million
revenue requirement impact that was netted against storm
costs for 2018 and reduced base rates effective January
1, 2019 and (b) a credit of approximately S$5 million to
the ECCR for 2019 and a related base rate reduction

effective January 1, 2020 for a state tax rate decrease.

AFFILIATE TRANSACTIONS AND ALLOCATIONS
What 1s your general assessment of Bion Ostrander’s

testimony in this case?

Mr. Ostrander’s testimony identifies several “concerns”,
proposes specific adjustments, and invites the Commission
to adopt nine recommendations for Tampa Electric as a
“centralized service provider.” The Commission should not
adopt any of his proposed adjustments or suggestions for
the reasons specified in this portion of my rebuttal

testimony.

General Concerns
As a preliminary matter, do you agree with Mr. Ostrander’s
concern about the timeliness and quality of the company’s

responses to his requests for information?

D13-842
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No. OPC sent discovery on affiliate transactions to Tampa
Electric before the company filed its petition and direct
testimony. OPC’ s initial discovery on affiliate
transactions appeared to be boiler plate questions used
by Mr. Ostrander in other states and were not tailored to
Tampa Electric’s circumstances or based on an analysis of
the company’s initial filing. The quality of the company’s
responses 1is reflected in the content of explanations
provided and the layers of detailed cost breakdowns
submitted. The timeliness and quality of the company’s
responses were consistent despite the significant volume

of formal discovery requests and informal requests.

On the subject of affiliate transactions alone, the
company responded to over 100 interrogatories and
requests for production of documents from OPC, with a
total of over 275 questions including subparts. The
company provided additional information on affiliate
transactions during my deposition and in the deposition
late filed exhibits. In addition to these formal
responses, the company also provided information
informally in three ways: (1) two informal meetings with
Mr. Ostrander where company representatives provided
explanations on process, accounting, and reporting for

affiliate transactions, (2) early delivery of discovery

D13-843
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responses (the company sent over 50 emails directly to
OPC with files and explanations ahead of discovery due
dates), and (3) delivery of responses to three pages of

additional clarifying questions (CQ-1 through CQ-3).

On pages 21 through 24 of his testimony, Mr. Ostrander
discusses Florida’s cost allocation and affiliate
transaction rules. Do vyou agree with the positions
presented by Mr. Ostrander in this section of his

testimony?

No. On line 19 of page 24, Mr. Ostrander concludes that
“existing Florida affiliate transaction rules provide
very minimal protective measures to consumers.” I

strongly disagree with that characterization.

Mr. Ostrander quotes four different relevant sections of
the Commission’s rules, including Rule 25-6.1351(3) (a),
F.A.C. which states “All affiliate transactions, however,

4

are subject to regulatory review and approval.” Despite
this rule statement, Mr. Ostrander suggests that most of
Tampa Electric’s affiliate transactions lack meaningful

review.

On line 21 of page 24, Mr. Ostrander recommends that “the

D13-844
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Commission explore adding more protective measures” for

affiliate transactions. Do you agree?

No. I believe the recommendation, as well as most of Mr.
Ostrander’s positions, reflects a lack of careful study
of Florida’s affiliate transaction rules and monitoring
methods and Tampa Electric’s compliance with those rules
and methods. Indeed, his recommendations really appear to
be criticisms of the Commission’s approach to regulating

affiliate transactions.

Each year, Tampa Electric files information requested by
the FPSC as an addition to FERC Form No. 1, called the
Diversification Pages. These annual pages (officially
numbered 451 to 460) involve about 30 pages of data and
reflect a significant amount of information available to
the Commission and consumer parties. The Commission
reviews this information and can send data requests if

warranted.

Many of Mr. Ostrander’s concerns that the company failed
to provide supporting documentation - and most of his
qgquestions that he calls unresolved matters - reflect his
lack of understanding of the information provided to OPC

and the information provided annually by Tampa Electric

D13-845
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to the FPSC.

For example, Mr. Ostrander’s questions frequently ignored
the designation of incoming and outgoing affiliate
charges as presented as “P” and “S” on Page 457 of the
Diversification Pages. Also, Mr. Ostrander’s claim that
there was a lack of explanation and clarity for affiliate
agreements ignores the information for every affiliate
agreement presented on Page 455 of the Diversification

Pages.

Are the positions in Mr. Ostrander’s testimony reasonable
given the content of his section VI. and given your

comments above?

No. When Mr. Ostrander states that Florida affiliate
transaction rules do not provide adequate protective
measures for consumers, he ignores the Commission’s
authority to review all these transactions and fails to
acknowledge Tampa Electric’s adherence to these rules.
His suggested adjustments are not grounded in fact or

reasonable logic.

Mr. Ostrander expresses concerns about Emera’s use of the

Nova Scotia Power cost allocation manual (“CAM”). Do you

D13-846
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agree with this concern?

No. Nova Scotia Power, Inc. (“NSPI”) existed before the
establishment of the Emera parent company. When
transactions began to occur between NSPI and Emera, they
immediately came under the jurisdiction of the Nova Scotia
Utility and Review Board (“UARB”). As NSPI’s regulator,
the UARB reviews and approves the NSPI CAM and monitors
compliance with it. The NSPI CAM covers transactions
between Emera and NSPI. There 1is no need to create a
redundant document that isolates Emera charges when they

are covered by the existing NSPI CAM.

Should the Commission be concerned about the levels of
costs allocated and attributed to and from Tampa Electric

and its affiliates?

No. The Commission monitors affiliate transactions
through the Diversification Pages and in FPSC audits,
allowing it to validate reasonable and prudent cost levels
at Tampa Electric and other regulated utilities. The
Commission’s oversight of shared services and their
related cost levels has proven to be effective. 1In
addition to oversight in Florida, the UARB conducts its

scrutiny of affiliate transactions among Emera companies.

D13-847
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This indirect review by another regulator should provide
additional confidence that the costs allocated to and from

Emera to other affiliates are reasonable.

Finally, the appropriateness of cost distributions to and
from Tampa Electric and its affiliates is reflected in
Tampa Electric’s performance against the Commission’s
benchmark. With the vast majority of parent and affiliate
charges being recorded in the A&G functional expense
group, the prudence of cost levels is reflected in Tampa
Electric’s 2025 test year A&G expense, which is $56.0

million below the Commission’s benchmark.

Proposed Adjustments
Should the Commission reduce the company’s test year 0&M

expenses by $858,561 as proposed by Mr. Ostrander?

No. The adjustment, named BCO-1, is not appropriate for

the following reasons:

First, the adjustment subtracts an amount that is not in
the company’s 2025 test vyear Dbudget. Although Mr.
Ostrander states on page 55 of his testimony that “this
amount 1is an Emera allocated expense that will impact

TECO’s expenses”, and that “TECO has not provided any

D13-848
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supporting documentation,” he then correctly depicts in
his chart on page 53 that this $858,561 is not in the

company’s 2025 budget.

Second, the adjustment is based on incorrect information.
Mr. Ostrander indicates, at the bottom of page 54, that
Emera’s direct and allocated charges to TECO “do not
impact TECO expenses because these charges are treated as
an Accounts Receivable accounting entry.” As reported on
Tampa Electric’s 2023 Diversification Page 457C, these
charges are recorded in account 930 and other multiple
FERC expense accounts. They are not recorded in Accounts

Receivable (account 146).

Third, Mr. Ostrander supports his proposed adjustment
with incorrect information and incorrect logic. Mr.
Ostrander relates, at the top of page 56, the $858,561 to
the “transfer (of) expenses of dissolved TECO Services,
Inc. to TECO operations in 2024.” He then states that
“TECO has not explained why it is reasonable to transfer

its expenses to TECO.”

The $858,561 cost charged from Emera to Tampa Electric in
2023 is not related to the dissolution of TECO Services,

Inc. Tampa Electric provided interrogatory responses and

D13-849
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person-to-person explanation to OPC and Mr. Ostrander
that Tampa Electric was previously charged some shared
services with that description in the years prior to 2024
but did not budget these charges in that manner in 2024

or 2025.

Fourth, the adjustment ignores the fact that the Emera
charges budgeted to expense in the 2025 test year are
lower than the Emera charges incurred in 2023 and prior
years. As reflected in Mr. Ostrander’s chart on page 53,
the Dbudgeted amount in the 2025 test year for Emera
charges is less than the actual amounts for 2023. Also,
as reflected in the company’s response to OPC’s Fifth Set
of Interrogatories No. 98, the budgeted amount in the
2025 test year for Emera charges is $13,859,000, which is
less than the actual amounts for 2023, $14,856,777, and

2022, $15,394,031.

Should the Commission reduce the company’s test year 0&M

expenses by $5,457,472 as proposed by Mr. Ostrander?

No. The adjustment, named BCO-2, is a combination of four
proposed adjustments, as presented on page 60 of Mr.
Ostrander’s testimony. I will address each proposed

adjustment below.

D13-850
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Should the Commission reduce the company’s test year 0&M
expenses by $400,000 based on Mr. Ostrander’s changes to

the calculation of allocation factors?

No. The adjustment, named BCO-2.1, is not appropriate
because Mr. Ostrander has, per page 62, “removed the Net
Income factor and replaced it with a 2023 Headcount factor
and updated some of the remaining Revenues and Net Asset
factors.” This deviation from the calculation methods
approved by the FPSC for the last several rate cases
causes inconsistency, without proof that this methodology
change will be prudent for cost distribution during the

period when new rates will be in effect.

Should the Commission reduce the company’s test year 0&M
expenses by $3.6 million based on Mr. Ostrander’s proposal
to disallow one half of corporate responsibility

expenses?

No. The adjustment, named BCO-2.2, 1is not appropriate
because Mr. Ostrander has proposed to disallow costs
because of his opinion that, per page 62, “TECO has not
provided any documentation to prove these corporate
expenses are not duplicative of other corporate-type

expenses or that they are not excessive.” Mr. Ostrander’s

D13-851
45




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

3476
D13-852

opinion ignores the significant documentation provided by
the company (discussed earlier in my rebuttal testimony),
the Commission’s long-standing oversight of affiliate
transactions and corporate responsibility expenses, and
the fact that corporate responsibility expenses are
recorded in the A&G functional expense group which, for
the 2025 test vyear, is $56.0 million Dbelow the

Commission’s benchmark.

Should the Commission reduce the company’s test year 0&M
expenses by $200,000 based on Mr. Ostrander’s changes to

the calculation of headcount allocation factors?

No. The adjustment, named BCO-2.3, 1is not appropriate
because Mr. Ostrander describes this adjustment, on page
72, as “more of a routine adjustment that does not need

4

much explanation.” This adjustment inappropriately uses
historical data rather than the 2025 test year data, which

test year data is more indicative of employee count during

the time period when new rates will be in effect.

Should the Commission reduce the company’s test year 0&M
expenses by $1.3 million based on Mr. Ostrander’s changes
to the calculation of procurement cost allocation

factors?

D13-852
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No. The adjustment, named BCO-2.4, 1is not appropriate
because Mr. Ostrander has proposed to disallow costs
because of his opinion that, per page 73, “TECO has become
saddled with almost all residual Procurement expenses
because TECO has failed to responsibly control, or
justify, these increasing levels of centralized service
expenses.” Mr. Ostrander’s opinion ignores the
significant documentation supporting transactions
provided by the company, the Commission’s long-standing
oversight of these expenses, and the fact that procurement
expenses are recorded in the A&G functional expense group

which 1s $56.0 million below the Commission’s benchmark.

Equally important is that Mr. Ostrander’s opinion ignores
the fact that the costs involved are not residual or
remaining costs. Rather the costs incurred by Tampa
Electric are for the activities that specifically serve
Tampa Electric’s procurement needs. This is reflected in
the amounts on the company’s books for 2020 through 2023.
In that time, Tampa Electric procurement expense grew from
$3.3 million to $4.8 million. This $1.5 million increase
was 46 percent. During the same period, the dollars for
purchase orders processed for Tampa Electric increased 37
percent, and the dollars for vendor invoice payments for

Tampa Electric increased 47 percent. The amount of

D13-853
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procurement costs included in the 2025 test year O0&M

expense 1s reasonable and prudent.

Centralized Service Provider Recommendations
Should the Commission be concerned about the role Tampa

Electric plays as a centralized service provider?

No. Over time, customers have benefited from Tampa
Electric’s cost discipline and efficient business
processes. The benefit of having shared service functions
is that it mitigates duplicative costs that would be
incurred by each regulated affiliate if they each had
individual functions at each company. The Commission has
monitored affiliate transactions through the
Diversification Pages and in FPSC audits, allowing it to
validate reasonable and prudent cost levels at each
company. The Commission also, during each rate case
proceeding, has examined the functional distribution of
responsibilities among affiliates, focusing on where
individual company attention is needed and where a shared
service approach 1is cost effective. The Commission
ensures that functional structure and cost levels are

reasonable and prudent.

Should the Commission adopt Mr. Ostrander’s nine

D13-854
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recommendations for Tampa Electric as a centralized

service provider?

No. Mr. Ostrander’s nine suggestions for Tampa Electric
as a centralized service provider should be rejected for

several reasons.

First, if they are to be considered at all, they should
only be considered in a rulemaking or other proceeding
applicable to other public utilities operating under the
jurisdiction of the Commission. Rule 25-6.1351, F.A.C. on
Cost Allocations and Affiliate Transactions has served
the Commission well for many years, and requirements like
the ones proposed by Mr. Ostrander should only go into

effect through amendments to this rule.

Second, Mr. Ostrander’s recommendations ignore important
facts. Emera charges 1in the 2025 test vyear of $13.9
million represent less than four percent of Tampa
Electric’s total O0O&M expense. In addition, the shared
service costs which are contained in the company’s 0&M
are subject to consistent review by the Commission through
its robust monitoring procedures. The costs questioned by
Mr. Ostrander are primarily recorded in the A&G functional

expense group which, for the 2025 test year, is $56.0

D13-855
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million below the Commission’s benchmark.

Finally, the nine recommendations are either overly
burdensome or redundant. The suggestions in items one,
two, three, four, and six would create unnecessary
administrative burden and require incremental costs to be
borne by customers. The suggestions in items five, seven,
eight, and nine are procedures that are already in place.
The company’s internal controls, accounting, invoicing,
tracking, management monitoring and analysis,
Diversification reporting, and internal, external &
regulatory audits collectively provide the Commission
assurance that affiliate transactions are reasonable and

prudent.

EQUITY RATIO
Should the Commission approve the 52 percent equity ratio
(investor sources) recommended by FEA witness Christopher

Walters?

No. Credit rating agencies consider the regulatory
environment of an electric utility to be a key
consideration in determining the creditworthiness of an
energy utility. Regulators determine an appropriate

capital structure and establish the allowed return on

D13-856
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equity, and these are two of the key variables that go
into determining a utility's revenue requirement, and by
extension, the debt 1level and cash flow generating

capability of the company.

Reducing the company’s requested equity ratio would
result in a reduction to the revenue requirement and would
have a negative effect on credit metrics and financial
integrity. Tampa Electric’s obligation to serve its
customers and the significant capital expenditure
requirements needed to maintain, modernize and grow its

system is better served by stronger financial integrity.

Finally, rating agencies will react negatively to a 52
percent equity ratio because it (a) would be a deviation
from the equity ratios approved by the FPSC for utilities
in the state of Florida and (b) would be a downward
movement from the equity ratio approved by the Commission
for Tampa Electric for the last 11 years. The maintenance
of Tampa Electric’s requested equity ratio should lead to
adequate coverage ratios and provide the financial
strength and credit parameters necessary to maintain the
company’s creditworthiness and assure access to capital.
Maintaining Tampa Electric’s creditworthiness is also

critical in keeping borrowing costs down, which keeps

D13-857
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customer bills lower.

OTHER ISSUES
In the testimony of FIPUG witness Johnathan Ly, he makes
a recommendation related to PTC for Future Solar Projects.

Please comment on this recommendation.

Mr. Ly indicates that the Commission should ensure that
each of the Future Solar Projects entering rate base

qualify for PTC.

Each of the solar projects included in the 2025 test year
and the 2026 and 2027 SYA qualify for PTC. The company
anticipates that solar projects included in future
proceedings, beyond the ones included in this proceeding,

will qualify for PTC, too.

In the testimony of Mr. Ly, he recommends that the
Commission should require that all PTC (grossed up for
income taxes) be included as offsets to the company’s
base revenue requirements associated with each Future
Solar Project that is placed into commercial operation
and for which cost recovery is authorized. Do you agree

with this recommendation?

D13-858
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Yes. For each of the solar projects included in the 2025
test year and the 2026 and 2027 SYA, the company has
reduced the revenue requirement for PTC (grossed up for
taxes). The company agrees that when the Commission
establishes cost recovery for solar projects included in
future proceedings, beyond the ones included in this
proceeding, PTC (grossed up for income taxes) should be
offsets to base revenue requirements associated with each
Future Solar Project for which cost recovery 1is

authorized.

PTC are flow through tax credits, and the company has
forecasted the use of flow through accounting for solar
PTC in the 2025 test year and the 2026 and 2027 SYAs.
Each year, the company will continue to use flow through

accounting for PTC associated with solar projects.

Should the Commission approve Florida Rising/LULAC
witness Karl Rabago’s proposal to deny cost recovery for
any capital project without a cost-benefit analysis in

the record?

No. Mr. Rabago’s suggestion that the Commission should
disallow any capital spending project of $1 million or

more that is not supported by a “comprehensive, objective,

D13-859
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transparent, and documented BCA” (benefit cost analysis)

should be rejected for several reasons.

First, I am not aware of any statute, rule, or FPSC
decision imposing that requirement. Imposing that kind of
requirement in the middle of a pending rate case would
amount to changing the rules after the proceeding has
started, which seems inconsistent with traditional
notions of fairness and due process and would be better

suited to a rulemaking or generic proceeding.

Second, a requirement 1like that is not needed. Tampa
Electric has a robust system of management controls and
approvals designed to ensure that the company pursues
cost-effective solutions at the lowest reasonable cost.
Every funding project for capital expenditures requires
management approval, with increasing levels of
authorization in the organization as the project proposal
crosses designated dollar thresholds. In this proceeding
specifically, the company has provided extensive
documentation of the analysis and authorization for key
projects such as solar generation, the Bearss Operation
Center, and others. In addition to individual project
approvals, the company’s entire capital expenditure

budget involves rigorous steps that include internal

D13-860
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review and Board approval.

Finally, Mr. Rabago’s proposal ignores the reality of what
circumstances cause an electric utility to install and
replace assets. While maintaining our focus on cost
discipline and cost effectiveness, the company makes
capital expenditures according to the needs of our

customers and our obligation to serve.

Three examples illustrate the point: (1) the need to
extend infrastructure to new subdivisions being
constructed in our service area or upgrade existing
substations and conductors in response to load growth,
(2) the need to repair and replace property damaged in
the normal course of maintaining the equipment and
infrastructure of an electric utility (e.g., car hits
pole, storm damages transformer, etc.), and (3) the need
to comply with changing transportation infrastructure,

environmental rules, and safety requirements.

Tampa Electric and the other utilities in Florida do not
have time to conduct a BCA when a major transformer fails
or when it must extend a line to serve a new subdivision.
The company performs projects like these as part of its

obligation to serve and to provide quality electric

D13-861
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service and does so at the lowest reasonable cost to
customers. Requiring a BCA for all capital projects of $1
million or more is simply not feasible from an operating

perspective.

The audit report attached to the testimony of FPSC Staff
witness Tomer Kopelovich reflects two audit findings. Do

you agree with those findings?

No. Unfortunately, the schedule of this case did not allow
for an audit “exit” meeting, or we would have provided
the information set forth below to the staff audit team

at that time.

What are the company’s concerns with “Finding 1:

Association Dues/Economic Development”?

Finding 1 recommends a decrease in Association
Dues/Economic Development O&M of $748,467 due to the lack
of supporting documentation for Edison Electric Institute
("EEI”) invoices totaling $745,967 and a Tampa Bay Clean
Cities Coalition invoice of $2,500. Tampa FElectric
intended to provide the supporting documentation for the
EEI invoices but missed the selection when providing the

documentation as part of the larger audit request. Tampa

D13-862
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Electric was not aware that the documentation was missing,
or it would have provided it during the audit. Document
No. 3 of my rebuttal exhibit contains all supporting

documentation for the EEI invoices.

Additionally, the portion of the EEI invoices associated
with lobbying/political purposes was properly excluded
from FPSC Adjusted NOI. The Association Dues/Economic
Development expense in the EEI invoices was included in

FPSC Adjusted NOI.

The Tampa Bay Clean Cities Coalition invoice of $2,500,
that applies to the membership period of October 1, 2022
- September 20, 2023, was paid on March 23, 2023. Per
Tampa Electric’s accounting policies, it was not material
enough to warrant prepaid/amortization treatment. Since
the Tampa Bay Clean Cities Coalition invoice of $2,500
was paid in 2023, it 1is correctly reflected as a
Historical Prior Year 2023 expense. Document No. 3 of my
rebuttal exhibit contains all supporting documentation

for the Tampa Bay Clean Cities Coalition invoice.

What are the company’s concerns with “Finding 2:

Advertising”?

D13-863
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Finding 2 recommends a reduction of $474,843 from the
advertising expense reflected on MFR Schedule C-15 due to
the inclusion of Conservation advertisements. MFR
Schedule C-15 is entitled “Industry Association Dues”,
and the instructions are to “Provide a schedule of
industry association dues included in cost of service by
organization for the test vyear and the most recent
historical year. Indicate the nature of each
organization. Individual dues less than $10,000 may be
aggregated.” Tampa Electric’s MFR Schedule Cc-15,
“Industry Association Dues,” does not include any
Advertising expenses. It appears that the auditor
intended to cite MFR Schedule C-14, entitled “Advertising

Expenses.”

Tampa Electric’s MFR Schedule C-14, entitled “Advertising
Expenses,” does not include any Conservation
advertisement expenses. In the construction of the MFR
Schedule C-14 the 2023 Conservation advertising expenses
of $1,744,676 were removed from the total $2,014,460.28
of the 2023 FERC Account 909, Informational and
Instructional Advertising Expenses, prior to populating
column 1, line 1 of MFR Schedule C-14. Document No. 3 of
my rebuttal exhibit contains all supporting documentation

for MFR Schedule C-14.

D13-864
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Should the Commission reduce the company’s test year 0&M

based on Mr. Kopelovich’s two audit findings?

No. For the reasons explained above, the amounts in
question are appropriately reflected in the company’s

Historical Prior Year 2023 expense.

COST-EFFECTIVENESS AND AFFORDABILITY

Intervenor witnesses have commented on affordability of
customer Dbills. Does Tampa Electric conduct its
operations with cost effectiveness and long-term

affordability of its services in mind?

Yes. As noted 1in Tampa Electric witnesses Jordan
Williams’s and Marian Cacciatore’s rebuttal testimony,
the term “affordability” is difficult to define, because
it has so many dimensions that are customer specific and
beyond the control of the company. The company has to
balance many considerations as it provides service to its
customers - things like safety, reliability, resilience,
environmental compliance, fuel diversity, employee
relations, community needs and, of course, the level of
our customer rates and the related impact on our

customers.

D13-865
59




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

3490
D13-866

One of the ways we promote affordability is to focus our
knowledge, strategic thinking, and experience on cost-
effectiveness. The company considers these and many other
factors in its planning, its operations, and its financial
decisions. This comprehensive approach has helped
moderate rate increases in the past and will continue to

moderate rate increases in the future.

Can the company control all of the costs that end up on

customers’ bills?

No. Items 1like the <cost of fuel and environmental
compliance costs are influenced by market forces and
changing legal requirements largely beyond the control of
the company. The company 1s working diligently to
implement its FPSC-approved Storm Protection Plan, which
over time will reduce the amount of damage caused by
storms; however, whether a hurricane or other named storm
will hit the company’s service area is wholly beyond the
company’s control. Like our customers, Tampa Electric is
subject to the effects of inflation and higher insurance
and health care costs, neither of which are within the
control of the company. Nevertheless, we remain focused
on providing high quality, reliable and resilient

electric service at fair, just, and reasonable rates.

D13-866
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What strategic actions has the company taken with cost-

effectiveness and affordability in mind?

At a strategy level, the company: (1) invests in assets
that generate electricity without incurring fuel costs;
(2) continues to install, operate, and maintain assets in
ways that improve generation heat rate efficiency, which
means less fuel is consumed to generate more power which
results in fuel savings; (3) invests 1in infrastructure
that makes our grid more reliable and resilient, which
keeps transmission and distribution operating costs
lower and reduces the costs of restoring power after major
storms; and (4) invests in technology and innovative
processes that drive down the cost of serving customers.
Evidence of our efforts in these areas and the cost-
effectiveness of major capital investments 1is reflected
in the testimony of witnesses Mr. Aldazabal, Kris Stryker,
Jose Aponte, Mr. Whitworth, Mr. Lukcic, Karen Sparkman,

and Chris Heck.

What operating steps has the company taken with

affordability in mind?

From an operating perspective, the company: (1) uses asset

management principles to execute preventative maintenance

D13-867
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and study infrastructure to minimize costs for operating
an ever-expanding electric system; (2) prioritizes safety
and wellness - which results in a more effective and
efficient work force; (3) uses procurement practices that
rely on vendor competition, benchmarking, purchasing
power, and innovative contracting to mitigate the cost of
goods and services; and (4) enables identification and
execution of a diverse set of opportunities to produce
other operating revenues, which directly reduce revenue
requirements. Evidence of our efforts in these areas are
reflected in the testimony of the operating witnesses

listed above.

What financial steps has the company taken with

affordability in mind?

From a financial perspective, the company: (1) relies on
its financial integrity and market knowledge to optimize
access to low cost capital and issue debt at reasonable
interest rates; (2) pairs financial teams with business
units to train employees and execute controls to maintain
financial acumen, which produces value-driven decisions
and cost discipline; and (3) optimizes its tax positions
to keep tax expense down and provide zero-cost capital

funding through deferred taxes. These efforts have

D13-868
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produced strong results in areas including investment tax
credits, production tax «credits and research and
development credits. Our efforts 1in these areas are
reflected in my testimony and the testimony of Mrs.

Strickland.

SUMMARY

Please summarize your rebuttal testimony.

My rebuttal testimony addressed the ©positions and
proposed adjustments for NOI, rate Dbase, capital
structure and ROR, CETM, SYA, and tax reform discussed in
the testimony of OPC witness Lane Kollen. I also addressed
the positions and proposed adjustments for affiliate
transactions and allocations in the testimony of OPC
witness Bion Ostrander. I addressed the equity ratio
proposal reflected in the testimony of FEA witness
Christopher Walters. I also addressed three other issues
raised by other intervenor and FPSC Staff witnesses and
explained how the company manages 1its activities with

cost-effectiveness and affordability in mind.

Does this conclude your rebuttal testimony?

Yes.

D13-869
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1 BY MR WAHLEN:

2 Q M. Chronister, did you al so prepare and cause
3 to be filed with your direct testinony an exhibit marked
4 JC1, consisting of two docunents?

5 A Yes, | did.

6 Q And did you adopt the exhibit now marked as

7 JC 2, consisting of five docunents, on May 2nd?

8 A Yes, | did.

9 Q And did you prepare and cause to be filed with
10  your rebuttal testinony an exhibit marked JC 3,

11  consisting of three docunents?

12 A Yes, | did.

13 Q And have you prepared sone updated MFR

14 schedules in this docket?

15 A Yes.

16 Q And they have been subm tted?

17 A Yes.

18 Q Ckay. Thank you.

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

20 woul d note for the record that the Exhibits JC1, 2
21 and 3 have been identified in the Conprehensive

22 Exhi bit List as Exhibits 31, 32 and 151.

23 CHAI RMAN LA ROSA:  Ckay.

24  BY MR WAHLEN:

25 Q M. Chronister, would you pl ease summari ze
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1 your prepared direct, adopted and rebuttal testinony?

2 A Sure.

3 Good afternoon, Comm ssioners. | have two

4 sets of direct testinony. M original direct testinony
5 was filed on April 2nd, 2024. The second set, which was
6 originally filed by Richard Latta, was adopted by nme on
7 May 2nd, and | refer to this as Chronister I1.

8 My original direct testinony explains how the
9 conpany's financial profile has changed since our | ast
10 rate case; explains the inportance of the conpany's

11 financial integrity and credit ratings; presents the

12 conpany's proposed capital structure and wei ghted

13 average cost of capital for the test year 2025; explains
14  why the Comm ssion shoul d approve our 54 percent equity
15 ratio; and explains why the Comm ssion shoul d approve

16  our proposed subsequent year adjustnents for 2026 and

17 2027, as well as provisions for incone tax changes,

18 stormcost recovery and asset optim zation.

19 My Chronister Il direct testinony explains why
20 2025 is a reasonable test year for our proposed January
21 2025 base rate increase; explains our 2025 budget
22 process and the -- or our budget and the process used to
23 develop it; presents the calculations for our 2025 rate
24  base, net operating incone and revenue requirenents;

25 explains how we account for affiliate transactions, and

premier-reporting.com
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1 presents the details of our proposed 2026 and 2027

2 subsequent year adjustnents.

3 | filed rebuttal testinony on July 2nd, 2024.
4 M rebuttal testinony responds to each of the

5 adjustnents and affiliate transacti on recomendati ons

6 proposed by OPC, explains why the Conmm ssion shoul d not
7 approve FEA's proposed equity ratio; addresses three

8 other issues raised by the staff auditor and ot her

9 interveners, and summari zes some of the actions the

10 conpany takes to pronote the long-term

11 cost-effectiveness and affordability of our electric

12 service.

13 Additionally, nmy rebuttal testinony discusses
14 the inportance of financial integrity and credit

15 worthiness at Tanpa Electric. Gven the fact that Tanpa
16 Electric issues its own debt, a downward novenent from a
17 54 percent equity ratio that the Conmm ssion has

18 authorized for the conpany since 2008 woul d cause the
19 rating agencies to react negatively, which could

20 adversely affect the conpany's borrowi ng costs, which
21  would increase the conpany's cost to serve our

22 custoners.

23 My testinonies and exhibits reflect the

24 conpany's efforts related to cost discipline and

25 affordability. Two exanples of this are that our 2025

premier-reporting.com
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&M expenses are $70 million bel ow the Comm ssion's
benchmar k, and the conpany's 2025 jurisdictional

adj usted i ncone tax expense is a negative nunber. It is
negative $8 mllion. This is primarily due to the
Conpany's tax credits for in-service assets, the
production tax credits and the investnent tax credits.

The revenue requirenent benefit for these

credits over the three years from 2025 to 2027 will be a
reduction to custoners' bills of roughly a quarter of a
billion dollars.

Thi s concl udes ny sumary.

MR, WAHLEN: M. Chronister is available for
Cross-exam nati on.

CHAI RVAN LA RCSA: Thank you.

OPC, you are recogni zed when you are ready.

M5. CHRI STENSEN: Yes, Conmm ssioner -- or,
Chai rman, excuse ne. W have a small, hopefully,
housekeepi ng i ssue before | start ny
Cross- exam nati on.

CHAl RVAN LA ROSA:  Sure.

M5. CHRI STENSEN: There were a few -- two
exhibits that had not made it into our docunents
that we submtted to the Conm ssion, and we had
submtted a revised filing wwth these

el ectronically last Friday, and per instructions,

premier-reporting.com
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1 we have prepared 20 copies to be handed out at the
2 hearing. Wuld you like ne to distribute those

3 now, or at the tinme? How would that -- how woul d

4 you like me to handle that?

5 CHAI RMAN LA ROSA: | just want to nmake sure

6 understand what -- so they did not nmake it into the
7 Friday's filing?

8 M5. HELTON: And part of the issue, you know,
9 and why we did not add themto the CEL and to what
10 was filed in Case Center was because we were unsure
11 of -- as you know, the Order Establishing Procedure

12 and the Prehearing Order set a date certain by

13 whi ch cross-exam nation exhibits were to be

14 subm tted to the Conm ssion so that we could | oad
15 them up, but there is an exception there for good
16 cause. |If there is, for sone reason, the exhibit
17 was not available at the tinme of the filing. So |
18 am not sure that | am appreciative or understand

19 what the good cause is for these exhibits.

20 CHAI RMAN LA ROSA: Sure. So could | ask that?
21 M5. CHRISTENSEN:. Well, | would say this, that
22 this was an inadvertent -- wth the |arge vol une of
23 docunents that we had to produce, we inadvertently
24 omtted these two exhibits that should have been
25 i ncluded. W are just asking to be treated

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



3499

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

consistent with the other parties, you know, staff
upl oaded all of the docunentation for the CEL on
Thursday and Friday, and the conpany produced an
anended filing that was added to the CEL | ast week,
on Thursday, that's been included in this
proceeding, that -- for information that was
avai |l abl e since the begi nning of August. So we are
just asking for fair treatnent and being allowed to
use this docunentation.

CHAI RMAN LA ROSA: So | amokay with all ow ng
that in, but there is a reason why there is a good
cl ause -- a good cause in when we di scussed at
Preheari ng.

M5. HELTON: And ny concern, those of you who
know ny boss, one of the things that he often says
IS no good deed goes unpuni shed.

CHAI RMAN LA ROSA: Right.

M5. HELTON: And so that is ny concern in that
if we allowthis now, then will people take the
requi rement to provide exhibits by a date certain
seriously?

| am going to give everybody a pass. This has
been a | earning experience, M. Chairman. | just
hope that in the future that we can -- now that we

ki nd of understand the process, and understand what

Premier Reporting
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1 we are dealing with, that we can all work towards

2 getting the information to us in a tinely manner so
3 that we can -- everyone can be on notice as to what
4 the exhibits are, and so that we can effectively

5 use the Case Center system

6 CHAl RVAN LA RCSA:  Yeah. And --

7 M5. HELTON: And it is my understanding, |

8 think, that M. Wahlen did not object to this

9 either, so -- but | don't want to speak for him

10 CHAI RMAN LA ROSA: Yeah. | don't see

11 obj ections, but | do want to reiterate the point,
12 isthat if | allowthis to be entered now, | don't
13 want this to be the precedent.

14 | know that Case Center has -- we have been

15 using it well, and it's been working very well this
16 week. It's been a rollout that's taken us a little
17 time, but | think we are there. And | think there
18 I s reasons why we have done that. And | hopefully
19 t hose are proven throughout this week.

20 Sol will allowit now. | just, again, just
21 want to nake sure that it's understood, that | am
22 saying that this isn't the precedent noving

23 f or war d.

24 M5. CHRI STENSEN:. Well, we certainly commt to
25 -- | think we had sonme discussions at the

premier-reporting.com
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Preheari ng about having a workshop to discuss the
Case Center, and how that's working out, and how it
can be inplenented better, and sone of our
objections to certain things that are processes.
And we will certainly agree to discuss that and try
to resolve it as part of that Case Center workshop.
And | think that would be a good place for it, and
| appreciate the accommodati on today.

CHAI RMAN LA ROSA: Yeah. Absolutely. And |
will, just to say on the record, that | agree with
our Prehearing Oficer on the workshop, and we w ||
do that, and | think it will be a great tinme to be
able to | ook back after this hearing process and
unpack a little bit and provide even better
gui dance.

So let's go ahead distribute that, and we can
nove forward w th questioning.

M5. CHRI STENSEN. Yeah, if you would give us a
few mnutes, we will have these passed out shortly.

CHAl RVAN LA ROSA:  Sure.

M5. CHRI STENSEN:. Thank you.

MR. WAHLEN: Thank you.

MS. CHRI STENSEN: Comm ssi oner, whenever you
are ready, | think we are.

CHAI RVAN LA RCSA:  Yeah, | think we are ready.

Premier Reporting
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1 Let's junp right in.
2 EXAM NATI ON

3 BY Ms. CHRI STENSEN

4 Q Thank you, and good afternoon, M. Chronister.
S A Good afternoon.
6 Q | would ask to have you take turn to page

7 eight of your direct testinony.

8 A Very good. Ckay, | amthere.
9 Q kay. And this is where you say that TECO has
10 grown rate base by 2.2 billion, or nine percent per

11 year, is that correct?

12 A Yes.

13 Q And the rate base increases result in an

14  approximately $555 nmillion revenue requirenent inpact
15 all including higher depreciation rates, O%M expense,
16 taxes other than inconme taxes and cost of capital;

17 correct?

18 A The figure you just said there, where is that
19 figure?

20 Q | amsorry. Let nme nove on to another set of
21 questions. W will just go further on that. Let ne

22 change your attention to page 13 of your testinony.

23 A | amthere.
24 Q Ckay. And starting at line 10 of that
25 testinony -- one second. GCkay. This is where you

premier-reporting.com
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di scuss the inpact of inflation on the conmpany during
2022 through the 2024 period, correct?

A That's correct.

Q And you say that general inflation increased
the price of -- prices that TECO pays for the goods and
services it uses to provide services to custoners,
correct?

A Yes.

Q And am | correct that as an exanple of this
inflation, you cite a 40-percent increase in
transformers, 36-percent increase in substation
equi pnent, 21-percent increase in swtchgears and
34-percent increase in poles?

A Yes. That's correct.

Q And then on page 14, which | believe is the
next page, you go on to discuss the -- you go on to
di scuss and say that the conpany focused on decisions to
counteract the upward cost pressures on 2025 O8&M expense
| evel s, correct?

A That's correct.

Q And then further on, on page 15, and starting
at line 12 of your testinony, is it correct that you
tal k about the growmh in capital investnents which
provi des opportun --

A Did you say 12?
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Q Yes, | believe page 15, line 12, there is a
bul l et three.

A Very good. Yes.

Q And this is where you say: The conpany
recogni zes that with the growth in capital investnents
conmes the opportunity to appropriately charge a greater

anount of Adm nistrative and General Expenses to

capital; is that correct?

A That's correct.

Q And in this case, this switch to capital cones
at a price tag of approximately 10 mllion, correct?

A | don't understand your question.

Q Let ne rephrase that.

The change from A&G expense to capital is a
shift of approximately $10 mllion that is now being
capitalized, correct?

A Yes. This is tal king about us increasing the
anount of our A&G expenses that we then credited out of
expense and debited to capital.

Q kay. And A&G -- if it renmained in A&G
expense, that woul d be expensed in a single year,
correct?

A Correct.

Q Ckay. And so it would be right that the 10

mllion in A&G capitalization expense that is now
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1 included as capitalized in rate base are going to be

2 collected fromcustoners over a |longer period of tine
3 than usually would occur if it was expensed during the
4 year, correct?

5 A Correct. The A&G capitalized would becone

6 part of the asset value, and then it would be in

7 depreciation expense, and, you know, one-thirtieth or
8 one-thirty-fifth of the anbunt as opposed to that

9 expense being in, for instance, the test year at a full
10  $10 mllion.

11 Q Okay. And when you say one-thirtieth the

12 anount, that neans it's going to be collected over the
13 next 30 years?

14 A | -- what | was saying was, is if you

15 capitalize expense and it becones part of the asset

16 value, then expenses only hit by a fraction of

17 one-thirtieth each year, as opposed to the 10 m i on.
18 Q Right. And then the correspondi ng anount

19 that's been capitalized, one-thirtieth will be collected

20 for the next 30 years, is that correct?

21 A Yes.

22 Q Ckay. | would ask to have you | ook at OPC
23 121.

24 A Ckay.

25 Q Gve it a second. It should pop up.
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kay. And this is the U S. Bureau of Labor &
Statistics. Are you generally famliar wth Consuner
Price I ndex summary?

A Yes, generally.

Q Ckay. And if we | ook down the docunent, this
tal ks about the percentage change in CPl for all urban
custoners, would you agree with that?

A Yes, it appears to do that.

Q kay. And if you | ook under electricity, do
you see where it shows an unadjusted 12-nonth endi ng
July 24, percentage of 4.9 percent?

A Hang on a second. On this screen, | think it
has the begi nning of the docunent. It doesn't have that
page.

Q Ckay. If you scroll down, you should be able
to get there.

Okay. Do you see where it says, electricity?

A Yes, | do.

Q Okay. Yeah. And if you go across to the | ast
colum, do you see where it says, unadjusted 12 nonths
ended July 20247

A Yes, | do.

Q Ckay. And you woul d agree that the percentage
that's shown there is 4.9 percent, correct?

A Yes.
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Q Okay. Now | would like to show you docunent
OPC-146. And it will pop up on your screen shortly?

M. Chronister, it should be up on your screen right
now. Do you see that?

A | do.

Q kay. And are you famliar with this
| ate-filed exhibit response? Was this provided by you?

A Yes.

Q kay. And this exhibit shows the dividend
paynents made by Tanpa Electric to its parent, TECO
Energy, is that correct?

A That's correct.

Q Ckay. And | ooking at the second bullet in
your discovery response, this says that TECO Energy --
or Tanpa Electric pays 100 percent of its net incone to
TECO Energy, correct?

A That's correct.

Q Okay. And then go down to the fourth bull et
on this docunent. It says that when Tanpa El ectric pays
100 percent of its net income -- | amsorry. The fourth
bul | et says that when Tanpa El ectric pays TECO Ener gy
the dividend, Tanpa Electric transfers the cash fromthe
conpany's bank account to TECO Energy's bank account,
correct?

A That's correct. | just wanted to add
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1 something. On the bullet you had ne read, that

2 sub-bullet underneath of it is also inportant to note.

3 It reads: This procedure allows for a clear line of

4 sight related to equity infusions nade by TECO Energy to
5 Tanpa Electric.

6 I n other words, the reason that we dividend

7 100 percent of net inconme up is so that the equity

8 injections that cone fromthe parent conpany are clear
9 in ternms of the equity injections comng fromthe

10 parent.

11 Q Ckay.

12 A That's why we have done it that way for

13  decades.

14 Q Right. But either way, 100 percent of your
15 net incone goes back up to the conpany, correct?

16 A Yes.

17 Q Ckay. And Tanpa Electric doesn't pay Enera

18 di vi dends, correct?

19 A Tanpa El ectric does not pay Enera divi dends,
20 no.
21 Q But it would be fair to say that TECO Ener gy

22 does pay Enera dividends, correct?
23 A TECO Energy woul d pay dividends up to Enera US
24 Hol di ngs Conpany, which would then pay dividends up to

25 Ener a.
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1 Q kay. Fair enough.

2 | am going to ask you a few questions that

3 were referred to you. Let nme see if | can find a better
4 place to ask these.

5 Ckay. You have testinony on page 57 of M.

6 Latta's direct testinony that you adopted, if we can get

7 there.
8 A Yes. | do. | amthere.
9 Q kay. Gve nme a mnute. | amjust waiting

10 for ny direction to pop up. There we go.
11 Okay. And | believe in this portion of his
12 testinony, he tal ks about the subsequent year

13 adjustnents, is that correct?

14 A Wi ch |ine?
15 Q Hold on. Are we in M. Latta's testinony?
16 A Yes. Chronister Roman nuneral |1. Page 57

17 has cost all ocati ons.
18 Q Well, | think -- I want to say | think maybe

19 your testinony popped up, not M. Latta's testinony.

20 A Ckay.

21 Q That may be the confusion. Chronister, what,
22 [1?

23 Anyway, you woul d agree that M. Latta's

24 testinony discusses the subsequent year adjustnents,

25 correct?
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A Yes. That's correct.

Q Ckay. And in his testinony, he tal ks about
several projects that wll conme into service during
2025, but will not reflect a full 13-nonth average cost
until 2026, is that correct?

A Yes.

Q Okay. And am | correct that these projects
are Polk 1 Flexibility Project, three of the battery
storage projects, Corporate Headquarters, the Bearss
Qperations Center, part South of the Tanpa Resiliency
Project, two of the solar projects, and multiple
I ndi vi dual projects under the GRR, correct?

A That's correct. As you noted, there is sone
13-nmonth average for these projects in 2025 because they
go in service in the mddle of '25, but then you don't
get a full 13-nonth average of those projects until the
following year. So this is the increnental anount of
t he asset.

Q kay. And then those would be part of your
2026 subsequent year adjustnment request, correct?

A That's correct. So to your point, on Docunent
5, the 2026 section is for assets that go in service in
2025.

Q Ckay. And it would be true that the projects

that are expected to go into service in 2026 and i npact
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2027's SYA are a portion of the Polk Fuel Diversity
project, portions of the South Tanpa Resiliency Project,
and then nultiple other projects under the GRR and
approxi mately four solar projects; correct?

A That's correct. Just a point of
clarification, it's the 2027 GRR woul d just invol ved
three GRR projects.

Q Okay. But that's a few projects, right?

A Yes.

Q kay. Isn't it true that you are claimng
that without additional '26 and '27 rate relief with al
the plant additions that TECO is planning -- oh, | am
sorry. Strike that question.

Let ne take you to page 44 of your Chronister
di rect testinony.

A | amthere.

Q Okay. Let ne just give it a second and let ne
see what pops up.

A Yes, | amthere.

Q kay. And |ooking at lines 19 through 22,
this is where you discuss -- where you say that w thout
the '26 and '27 SYAs, TECO expects to earn bel ow the
bottom of your requested range in 2026 and 2027; is that
correct?

A Yes.
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1 Q kay. And this statenent assumes nho

2 addi ti onal revenues beyond 2025, is that correct?

3 A It assunmes the revenues that would cone from
4 custoner growth --

5 Q Ckay.

6 A -- and ot her revenues that woul d be projected
7 by wtness Lori Cifuentes.

8 Q Okay. But not hing above what was included in
9 the rate case, correct, no additional revenues?

10 A Correct. It assunes that the SYAs woul d not
11  be there.

12 Q And you woul d agree that this assunes that al

13 the projects would go forward on the schedul e presented

14 in this case wi thout any del ays, correct?
15 A Yes.
16 Q Isn't it true that there is no requirenent

17  that even if you receive the revenue for projects, that
18 TECO nust -- that there is a requirenment that TECO nust
19 proceed with those projects on the schedul e represented
20 at this hearing?

21 A | don't think there would be a requirenent. |
22 think there woul d be an expectation on the part of the
23 Comm ssion that if SYAs were granted in this case, that
24  TECO woul d certainly have an obligation to conplete

25 those projects.
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Q Okay. But | think you agreed with ne that
there is no requirenent?

A No.

Q Ckay. And you would agree that there were
projects that were deferred -- and this is a question
that referred to you, and it's regarding the projects
that deferred from 2023 and 2024. Do you recall those
guesti ons?

A Yes, | do.

Q kay. So my question to you is: |If the
deferred 2023 and 2024 capital expenditure projects were
pl aced into service as originally planned, would you
agree that the effect on the '25 -- 2025 test year would
be a lower rate base due to the recognition of
addi ti onal accunul ated depreciation, with all other
t hi ngs bei ng equal ?

A Yes. And let ne --

Q Ckay.

A -- make sure that | understand your question.

You are saying that if we had placed those
assets in service in '23 and '24, they would be in the
rate base, they would reflect a little bit of
accunul at ed depreciation, one-thirtieth, one-fortieth of
that depreciation, and so there would be a slightly

| ower amount if they had been put in service a couple

premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



3514

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

years earlier.
Due to the accunul ated appreciation --
Yep.

-- correct?

> O >» QO

Yes. Exactly.

Q And woul d you agree that TECO was given the
revenue requirenment to cover these deferred 2023 and
2024 projects in the '21 TECO settl enent ?

A No, | don't agree with that. Wen M. Kollen
was tal king about the deferral of projects, he was not
referring to the GBRA projects.

So the GBRA projects in the '21 settl enent
were the Bi g Bend nodernization and sone sol ar
facilities. Al of those assets were placed in service
as we had discussed in the '21 settlenent. M. Kollen
was referring to other capital projects that were
def erred.

Q However, you were and you did agree to a
revenue requirenent anount in the '21 settlenent that
was to cover period from 2021 through the end of 2024,
correct?

A Yes, but --

Q Ckay.

A -- it's inportant --

Q

Thank you.
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Ckay.

Q Wul d you al so agree that for the approved
solar projects in this rate case, there would not be a
true-up nmechanismif a project were delayed or not built
for any reason?

A Yes.

Q Okay. And you are aware, the 2026 and the '27
SYA includes the GRR projects, right?

A Yes.

Q And | ooki ng at page 45 of your testinony,
which | believe is the next page. On lines five through
10, you claimthat Tanpa Electric's 2026 and 2027 SYAs

are not being proposed to recover general expense

I ncreases and routine capital expenses, correct -- or
capital additions. | amsorry, correct?
A That's correct, because the SYAs are for

specific assets, which is simlar to the GBRAs fromthe

‘21 settlement, the GBRAs were related to specific

assets --
Q Ckay.
A -- so routine capital additions would not be

part of a GBRA or an SYA
Q Okay. And we are going to explore that a
little bit nore.

To your know edge, has FPL or Duke ever sought
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and/ or had approved recovery of distribution capital
costs through an SYA?

A Not to ny know edge.

Q Ckay. And are you aware that prior -- or are
you aware that prior requests by Tanpa El ectric for SYAs
have been base rate -- or generation base rate
adj ustnents for new generation assets exclusively?

A Not exclusively. W also had a rail spur that
brought fuel to Big Bend station that was also a part of
a subsequent year adjustnent.

Q kay. Was that done in the fuel clause, or
was that done as a step increase?

A Part of -- it was a step increase fromthe

2008 rate case.

Q kay. And that was part of a settlenent?
A No. That was a litigated case.

Q Ckay.

A It was the last tine | sat in this chair.
Q Yes. 10 years --

A 16 years.

Q 16 years ago. That's quite a history.

Isn't it correct that along with the other
seni or | eadership within Tanpa Electric, you nade the
decision to nove fromthe prior practice of GBRAs only

to SYAs that include new distribution capital projects?
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1 A No. | -- we stayed consistent in that each
2 tinme we have proposed a GBRA or SoBRA, it's because we
3 were putting in specific assets that were materi al

4 enough that if we did not get subsequent year recovery
5 of revenue, it would have brought the conpany in sooner
6 for rates.

7 Q Okay. And those GBRAs and SoBRAs are rel ated
8 to generation facilities, correct?

9 A Yes. Each of the GBRAs and SoBRAs were

10 related to generation.

11 Q Okay. You would agree that the request for
12 the SYA for new distribution capital projects is a

13 historic change in the way the distribution capital

14  costs are recovered?

15 A | would not agree with that.

16 Q kay. Isn't it true that Tanpa has never

17  sought recovery of distribution capital costs through an

18  SYA?
19 A Yes, that's true.
20 Q Wul d you agree that there are no witten

21 guidelines for the selection process of these projects
22 that are included in the SYA?

23 A When you say witten guidelines would it be
24  witten guidelines of the conpany or witten guidelines

25 of the Conm ssion?
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1 Q Specifically, the conmpany doesn't have any
2 witten guidelines as to how to select for projects that

3 were included in the SYA request?

4 A Correct.
5 Q Ckay. And the conpany chose projects to
6 include in the SYA for transformative aspects of things,

7 as well as material inpact on financial integrity and

8 return on equity; is that correct?

9 A Yes.
10 Q kay. So Tanpa considered a project materia
11 if the basis point inpact of having the asset and all

12 equity support of that asset was big enough that it

13 woul d take TECO bel ow the bottom of the all owed range,

14 Is that correct?
15 A Yes.
16 Q And the range you were using for this

17 determ nati on was your proposed 11.5 percent RCE

18 request, plus to mnus 100 the basis points, is that

19 correct?

20 A No. | can expl ain.

21 The Comm ssion has traditionally established a
22 mdpoint, and then had plus or m nus 100 basis points

23 fromthat mdpoint, and so regardl ess of what the

24 Comm ssion chooses at the mdpoint in this case, | am

25 expecting that it would be plus or mnus 100 basis
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poi nt s.

We have tal ked about earlier in this hearing
that about 60 mlIlion equates to about 100 basis points.
And you can see that the revenue requirenents associ ated
with the 2026 SYAis 100 mllion. And so that would
take us 150 basis points below the mdpoint. So if you
noved 150 from any m dpoint, you would be bel ow t he
bottom of the range.

Q Okay. But that's -- ny question was: 1In
choosi ng the prograns that you included, you used the
11.5 as your reference point for the mdpoint, correct?

A No.

Q Then what did you use?

A Any RCE. In other words, you can -- if you do
the math, say, well, if they set it at 11.50 and ROE
degrades -- and the bottomis at 10.50, and ROE degrades
150 basis points you would be below. If they set it at
10.50, and 100 basis points belowis the bottom and you
degrade by 150 basis points, you would be bel ow as well.

So we didn't use 11.50 in the evaluation. W
used the basis point inpact and RCE of the revenue
requi rements associated with specific assets.

Q Okay. But the anount of revenue requirenent
needed to support that particular project would change

based on whatever RCE is approved in the case, correct?
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1 A Yes. The conpany agrees with that.
2 Q Ckay. Let nme show you OPC Exhibit 150. And

3 are you famliar with this docunent?

4 A | amsorry, | was just waiting for it to cone
5 up.

6 Q Sure. And when it does, let nme know.

7 A [t's up.

8 Q Are you famliar with this docunent?

9 A Yes, | am

10 Q kay. And this shows the basis point inpact
11 that you were referring to?

12 A Yes.

13 Q kay. And just -- | want to go to the first

14 page of this exhibit, to the first schedule. Do you see

15 t hat ?
16 A Yes.
17 Q And | just wanted to confirm is this the nost

18 recent up-to-date summary of the 2026 and ' 27 SYAs?
19 A No. This is a late-filed exhibit fromny
20 deposition. And then when we contacted the parties and
21 inforned that the PTC rate had gone higher, these dollar

22 anount s have cone down.

23 Q Ckay.
24 A That was part of the August 22nd letter that
25 is sent.
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1 Q kay. And so would the nost current and

2 up-to-date SYA summaries be included as part of that

3  August 22nd, 2024, filing?

4 A Yes. So the new SYA proposals with the | ower
5 amounts for the renoval of GRR, the higher PTC rate and
6 the other itens that we agreed to, the 2026 nunber would
7 be 92,373,608, and the new nunber for '27 would be

8 65,473, 847.

9 Q kay. And those are the nunbers that we

10 should rely on for any adjustnents or if we are going --

11 A Yes, exactly.

12 Q Ckay. | would Iike to ask you about your

13 direct -- or, | amsorry, your rebuttal testinony, page
14  eight.

15 A Did you say page eight?

16 Q Yeah.

17 A | amthere.

18 Q kay. And | think, for the nost part, we

19 should be talking direct test -- or rebuttal testinony,
20 except for a few questions. | amnoving to that.

21 kay. On page eight of your testinony,

22 rebuttal, you talk about OPC s proposal to correct the
23 conpany's failure to capitalize its pension and OPEB
24  expense, correct?

25 A Yes.
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1 Q kay. And | would ask to have you | ook at the
2 Exhibit No. LK-4 that was attached to Lane Kollen's

3 testinony?

4 A That will come up on the screen?

5 Q Yes.

6 A Ckay.

7 Q Hopeful ly shortly.

8 A Yes, | see it.

9 Q kay. And this is an interrogatory response

10 that you sponsored, correct?

11 A That's correct.

12 Q And in a response, under Sections A and B, you
13 say, the pensions and the OPEB expenses are initially

14  posted to FERC Account 926, and shown on MFR C- 17,

15 correct?

16 A Correct.

17 Q And this is your actual accounting, correct?
18 A Yes.

19 Q Ckay. And then you say that the pension and

20 OPEB costs are capitalized through the fringe rate in
21 this response, correct?

22 A Yes.

23 Q kay. And then it's offset -- the

24 capitalization and the fringe rate, you claimto post a

25 credit, to the FERC Account 926 to offset the initia
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posting, am| correct in that?

A D d you say propose? |Is that the word you
used?

Q Posting. | can repeat the question if that
woul d hel p.

A No, that's okay.

The way to explain it is this: W post all of
our benefits expenses to 926 because the Uniform System
of Accounts requires it to go to 926. Wen you nmake --
t he FERC accounts allow you to use 922 and 929 for ot her
expenses that you credit against O&M But when it cones
to 926 expenses, you do the credit inside of Account
926.

Q Ckay. So | think I amcorrect that you post
the credit to the FERC 926 to offset the initial posting
you made once you inplenent the fringe credit.

A (Wtness nods head in the affirmative.)

Q Okay. Let ne nove to ny next question.

In response to this interrogatory, you did not
provi de any docunentation that showed the crediting of
Account 926 for the capitalization charged through the
fringe rate, correct?

A Correct. This interrogatory asked to
explain --

Q Ckay.
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1 A -- what happened, not provide the detail ed

2 calcul ations.

3 Q And woul d you agree that the actuarial report

4 does not show capitalization of pension and OPEB

5 correct?

6 A That's correct. Wat happens is the actuary

7 sends us the benefits expenses that we need to book. W

8 debit the 926 account for those benefits expenses.

9 Meanwhile, the conpany has a fringe rate. So when | abor
10 is charged to capital, when the fringe follows it, you
11 debit that capital account and you credit the 926.

12 And the reason to do that is it allows you to
13 make those original debits and see the original whole
14  benefit cost to be able to judge whether that benefit

15 cost is reasonabl e.

16 Q Okay. Well, given that, in other words, if

17 the conpany's actuarial report anounts and the anounts
18 in 926 match for pension in OPEB and the -- let nme start
19 the question again. Tongue-tied.

20 In other words, the conpany's actuaria

21 reports anmounts and the anmpbunts in Account 926 match for
22 t he pension and the OPEB, and those woul d be

23 pre-capitalization anmounts, correct?

24 A Yes. Let ne --

25 Q Ckay.
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A -- make sure | explain --

Q Well, I nean --

A -- because |I think you said -- | think you
said MFR. | just wanted to nake sure.

Q No, | didn't say MFR

A Ckay.

Q | did not.

A Al right. If you could repeat the question
t hen?

Q | just said, in other words, if the conpany's

actuarial report amounts and the anpunts that are in
Account 926 for pensions and OPEBs are the sane, those
woul d be recapitalization anounts, correct?

Yes. Sorry.

Q That was a little clearer.

Let nme ask you to | ook at the docunent we
passed out that's | abeled Late-filed Deposition Exhibit
1.

A s it OPC 2427

Q It is |labeled, Late-filed Deposition -- or
Late-filed Exhibit No. 1. This is a docunment that we
passed out. It may be at the top of the table.

A Yeah. It just says --

Q Ckay.

A -- that on the corner.
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1 Q Yeah, it may. M ne does not have the cover
2 page.
3 But anyway, this was the docunentation that

4 you provided in response to a question that was posed to

5 you?
6 A Yes.
7 Q And this was -- you were asked to provide

8 exhibit that shows the total OPEB and pensi on anmounts

9 capitalized for 926, correct?

10 A Yes.
11 Q Okay. And woul d you agree that this
12 |ate-filed exhibit does not show any credits to Account

13 926? If you flip it over to the other side, it's not
14 showi ng any credits that were posted to Account 926,

15 correct?

16 A No, it does. The credits are the pension
17 costs capitalized is -- oh, it's not on the screen.
18 So in the section that says, pension costs

19 capitalized, anpbunts charged to other bal ance sheet

20 accounts, remaining pension cost excluding SERP

21 restoration included in final Q&M

22 So in other words, what this is doing is it's
23 showi ng you the amounts that got capitalized.

24 Q Al right. But it doesn't show the anounts

25 that got credited to Account 926, correct?
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1 A No, it does. |In other words, the $424, 000 of
2 pensi on, and the $697,000 of OPEB -- or, excuse me, post
3 retirenment nedical expense capitalized, those are the

4 credits to 926.

5 Q Ckay. And so if we | ooked at Account 926,

6 when we asked for an exhibit of that, would it show as a
7 posting as a credit in Account 926? That's what we

8 asked for, and this is not show ng those as postings to
9 Account 926, correct?

10 A Yeah. The way our accounting systems work is
11 that the fringe benefit postings follow | abor, and then
12 the other side of the transaction, where you reduce 926,
13 is the total amount of all the fringe that got credited
14  agai nst 926.

15 So when -- in your -- in ny deposition, when
16 you were asking about us capitalizing costs, you said,
17  could you explain that and also show it? And what we

18 did here is we showed the anobunt capitalized through the
19 fringe process.

20 Q kay. So you created a docunment, but you

21 didn't produce the |ledger or the account where it showed
22 the actual credit, is that correct?

23 A We did not produce the docunents inside the

24  system because there is no posting that's individualized

25 Dby benefit type.

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



3528

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Okay. Let ne take you to a different issue.
And on, | think in your direct testinony -- or no, | am
sorry, | think we are still in your rebuttal testinony,

starting at page 21.

A 21 of ny direct?

Q No. | amsorry. Your rebuttal.
A Ckay.
Q Oiginally we were keeping them separate, and

now we have got themtogether so | amtrying to renmenber

whi ch questions | amon. And | believe that --

A What page fromny rebuttal ?

Q 21 of your rebuttal.

A | amthere.

Q Ckay. As soon as it gets ne there we wll be
t here.

kay. Starting at line four, this is where

you di scuss that the environnental restoration cost for
sol ar should be all owed as reasonable, correct?

A Yes.

Q And you woul d agree that M. Kollen's position
is that not all the costs included in M Kopp's
di smant | enent study related to solar are reasonably
known and neasurabl e, correct?

A Can you repeat that question?

Q Wul d you agree that M. Kollen's position is
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that not all of the costs included in M. Kopp's
di smantl enent study related to solar dismantl enent are
reasonabl e -- reasonably known and neasurabl e?

A | agree that that's M. Kollen's position.

Q Ckay. And you do not address M. Kollen's
criticismof M. Kopp's testinony, such as failure to
review | eases, or the requirenents that m ght inpact
di smant |l enent, right?

A | did not address that issue in nmy rebuttal.

Q kay. It would be true to say that M.
Kollen's criticismis addressed, and has been addressed
by M. Kopp's testinony, correct?

A Yes.

Q Ckay. And you would al so agree that the
specific steps needed for solar site renediation is not
W thin your area expertise?

A That -- say that question again.

Q In other words, you are not an expert in solar
site dismantl enent, are you?

A No, | am not an engi neer or an operations
person, but | do make sure that | account for the costs
associ ated with the renedi ati on.

Q And | w il happily accept that you are an
accounting expert when it cones to accounting

appropriately for those costs.

premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick



3530

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

sol ar

started --

di snmant| ement for solar facilities, correct?

know

for these solar facilities at these tine, correct?

occur

page

spot .

deferred PTCs' anortization period, correct?

A
Q

facilities since 2017, correct?

A

Q

A

Q

A
Q

al |

A

red.

Q
A

Q

23.
A

Q

Thank you.

Now, you woul d agree that TECO has only had

W had a few smaller facilities before that.

But the major solar -- utility scale solar was

Began and cane on-line in 2017, yes.

kay. And TECO has done any | arge scale

No.
kay. And you woul d agree that TECO does not

of the dismantl ement activities that will occur

We don't know t hem because they haven't

Ckay.
Only would be able to forecast them
Al right. Fair enough.

Let me take you to your rebuttal testinony at

| am t here.

Ckay. Let ne nmake sure | amat the right

Ckay. And this is where you tal k about the

Premier Reporting
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A Yes.

Q And you claimthat OPC s proposed three-year
anortization period for the deferred PTCs woul d create
an abnormal expense reduction and enhance the need for
rate relieve at the end of three years, is that correct?

A Yes.

Q You woul d agree that PTCs are earned and used
to reduce incone taxes in the sanme year, right?

A The PTCs that we earn in the year 2025 and
beyond will be flowed through. But the PTCs that were
earned from'22 to '25 were subject to the '21
settl enent agreenent.

Q All right. Well, let's just tal k about PTCs
in general and '25 as a reference point. Those PTCs are
earned and used within the sane year, correct?

A Yes.

Q kay. In fact, you are including 30 mllion
in PTCs credit in '25, which is based on the energy
produced for all the solar assets placed in service in
2022 as a reduction to the 2025 test year, correct?

A That's right.

Q Ckay. And then if we | ook at page 24 of your
rebuttal testinony.

Ckay. If you | ook at page 24, and when you

start at line one. You offer a counterproposal of
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five-year anortization period for PTCs, correct?

A Yes.

Q kay. And if the Conmm ssion were to approve
the five-year anortization period, you say the 2025 NO

adj ustnent, after applying the jurisdictional factor and

gross revenue -- the gross-up multiplier would be a
reduction of 5.52 mllion. |Is that anmount stil
correct?

A No. So let me explain how that nunber would
change.

As Wtness Strickland said earlier, PTCs are
earned in the first 10 years that the solar is in
operation. She also nentioned that PTCs were better
than | TC

As an exanple, if you have $55 million ITC at
t he begi nning of a project when it goes in service, and
i nstead you had PTCs of $8 million, you would earn them
each year. Eight mllion a year for the first 10 years
woul d be $80 million. A nuch better benefit for the
cust oners.

Q | think, M. Chronister, we nay have gotten a
little off track fromwhat ny question was.

A | understand what you are saying. | amjust
trying to explain why this 5.5 would change.

So during the course -- during the three years
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1 of the settlenment period, since the settlenent agreenent
2 said that newtax credits would flow to custoners in our
3 base rates on a nornalized basis, then the conpany's

4 original interpretation of that was that that be over

5 the life of the asset.

6 In our conversations with the other parties,

7 including OPC, a suggestion was nade by OPC that 10

8 years would be better because that's the period of tine
9 that you are earning PTGCs.

10 So this 5.5 millionis the 55 mllion divided
11 by 10 years. But now that the PTC rate has gone up, we
12 expect a year-end nunber for PTCs during the three-year

13 period to be 58 mllion. So this would go to 5.8

14 mllion.

15 Q Ckay. And your discussion, we are talking

16 essentially about the deferred PTCs that were fromthe

17 period 2023 through 20247

18 A '21 to ' 24, yes.
19 Q Ckay.
20 A The deferred -- the regulatory liability for

21 the deferred benefit of the PTCs.

22 Q kay. | believe that's '22 through '24?
23 A What did | say?

24 Q You said '21. That's why | was confused.
25 A Sorry.
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Q Ckay.

A '22 to '24.

Q kay. And I'm-- so essentially, the
counterproposal that is in your testinony, if updated
for a five-year period, would be 5.8 mllion; is that ny
under st andi ng of your testinony today?

A Yes.

Q kay. And was that anount affected at all by

the change in the new PTC credit from $2.75 to $3?

A Yes.
Q Ckay.
A There was 55 mllion, and we had proposed to

do it over 10 years, so it would be five-and-a-half. By
shortening the anortization to five years, it doubles
the five-and-a-half. So if you take 58 mllion over 10
years, it would be 5.8. But if you use five years, that
5.8 would then go to 11.6.

Q kay. So the five-year proposal wth the new
credit amount woul d essentially be 11 --

A Right. This is the differential.

Q Ckay.

A So it just -- it just so happens because it's
10 and five years, that this would have been 11 mllion
-- 11.4 mllion --

Q Ckay.
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A -- and now it would be 11.6 mllion.
Q Ckay. Thank you for that clarification.
On page 30 of your direct test -- oh, | am
sorry, your rebuttal.
A Ckay.
Q We are going to be in your rebuttal hopefully

for npst of this.

A Page 307

Q Page 30. Un-huh.
A | amthere.

Q kay. Geat.

And starting on line 10, you start talking
about the Gid Reliability and Resilience Program

A Yes.

Q Ckay. And you are aware that M. Kollen and
M. Mara, OPC wi tnesses, opposed your proposal to
recover the cost of certain grid reliability and
Resiliency projects in 2026 and 20257

A Yes, | am aware of that.

Q kay. And you claimthat even though those
are not generation assets, the Conmm ssion shoul d approve
t hese groups of individual projects because it wll
mtigate against the need for a full rate case in 2026
and 20277

A Ri ght, the four specific assets that M.
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Lukcic testified to, the revenue requirenment, if it's
absent, would create degradation to RCE.

Q Ckay. You woul d agree, though, that the 2025
test year is supposed to be representative of costs
goi ng forward, correct, when you chose the test year?

Yes.

Q kay. And if we go on to page 31, you would
agree that the SYA's purpose should be to all ow cost
recovery for future mmjor projects, correct?

A Yes.

Q And you are not aware of any other utility,

I ncl udi ng Tanpa, that's ever sought to recover
transm ssion and distribution projects --
MR, WAHLEN: Asked and answer ed.
M5. CHRI STENSEN:. -- included in SYA?
MR, WAHLEN: Asked and answer ed.
CHAI RMAN LA ROSA:  Sust ai ned.
BY MS. CHRI STENSEN

Q You claimthat the GRR programis a major
project, but isn't it correct that it's actually a
grouping, | think we've said of 40 or so individua
projects that were recently reduced in the August 22nd,
2004 filing by about two projects?

A No. The 40 projects that you are referring to

is all of the projects that are in the seven-year GRR
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1 programthat runs through 2030.

2 The -- in our filing in the SYA we only

3 selected four GRR conponents to put in service, and two
4 of themare already over the amount of $50 million to be
5 eligible for AFUDC, but it's 27 mllion, 24 mllion, and
6 then two projects that are over 50 mllion apiece.

7 So when you renove the two projects -- there

8 were six in there, and we renoved two snal |l er ones, so

9 that the only thing |left are the four projects that add

10 up to about 159 mllion.

11 The 40 projects you are referring to is the

12 seven-year total that the conpany is not asking for this
13 particul ar proceedi ng.

14 Q Ckay. So you -- would you agree that M.

15 Kol I en opposed the conpany's request to include the GRR
16 cost in the '26-'27 SYA wi thout sufficient guidelines

17 and rules, and the Comm ssion should -- and he

18 recommended that the Conmm ssion should establish

19 paraneters or guidelines to assess whether to approve

20 your request, or deny your request, or even nodify your

21 request?

22 A | am aware that that was M. Kollen's

23 position.

24 Q Wul d you al so agree that M. Kol len proposed

25 guidelines and paraneters in his testinony?
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1 A Yes. | amaware of that.
2 Q And you did not rebut or oppose those
3 paraneters or guidelines in your rebuttal testinony, nor

4 did any other Tanpa w tness, correct?

5 A That's correct.
6 Q And isn't -- in fact, isn't it true the
7  Conmm ssion approves -- that if the Conmm ssion approves

8 the noney GRR '26 and ' 27, the conpany is under no
9 statutory obligation or Comr ssion requirenent to spend

10 the noney on those GRR projects, correct?

11 MR. WAHLEN. That's been asked to answer as

12 wel | .

13 M5. CHRI STENSEN: | don't think we asked about
14 the GRR projects.

15 CHAI RMAN LA ROSA: Let nme go to staff on

16 that --

17 MR. WAHLEN:. | wi thdraw the objection. He can
18 answer the questi on.

19 THE WTNESS: Yeah, | would answer it the sane
20 way on all the SYA projects, as well as the GRR

21 project, there would be no statutory requirenent to
22 conplete them but the conpany would certainly feel
23 the obligation and responsibility to conplete them
24 just |like we have the ot her base rate adjustnents.

25 BY Ms. CHRI STENSEN:

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



3539

2 these projects to be conpleted later in '28 for sone

3 reason, as long as the conpany was earning under the top
4 of the range, the conpany would be able to keep its

5 noney, or be able to keep that revenue requirenent if it

6 was granted by the Comm ssion, correct?

9 short
10 it's
11

12

13 where | took the pages from

14

15
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17
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21

22

23

24

25

Q So if the conpany were to decide to defer

A Under the structure of your question, yes.

Q And | think | amgoing to direct you for a

period back to direct testinony, and | believe
on M. Latta's testinony on page 53.
A Chronister |1, yeah.
Q | amtal king about the Latta one. That's

MR, SCHULTZ: Yeah, | think there is --
M5. CHRI STENSEN: Yes, please -- yeah, no,
pl ease pull up the Latta originally -- as

originally filed.

MR WAHLEN. |I'm-- the original Latta
testinony is not in the record. It was refiled as
Chronister Il. And so if she is going to ask

guesti ons about a piece of testinobny that isn't in
the record, it's going to get kind of confusing.

CHAI RMAN LA ROSA: Yeah, let's -- yeah, let's
get clarification on that.

M5. CHRI STENSEN: The problemthat | am

Premier Reporting
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1 havi ng, Conm ssioner, is that since Latta -- the
2 original Latta as filed, which was adopted by M.
3 Chroni ster before then, he subsequently added it as
4 Chronister 11, | just took page nunbers for that.
5 So to sync up what testinony | amtalking
6 about M. Latta, it's easier to refer to the
7 original version. | nean, we could try it with
8 Chronister Il, but it's going to -- ny pages are
9 going to be off, so | will do ny best.
10 THE WTNESS: If it helps, Chronister Il and
11 Latta have the same page nunbers, so | am okay.
12 M5. CHRI STENSEN. | don't think they do in the
13 Case Center.
14 THE WTNESS: |f she wants to refer to it that
15 way, | can still, but | think --
16 MR, SCHULTZ: That's what we ran into | ast
17 tinme --
18 CHAI RVAN LA ROSA:  Yeabh.
19 THE W TNESS: Right.
20 MR, SCHULTZ: -- when she called out 57, and |
21 brought it up, it was not the right page when |
22 | ooked at the two side-by-side in Case Center. |
23 am not sure what happened, but they are not -- 57
24 I's not the same on both.
25 THE WTNESS: | wll try to follow al ong.
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1 MS. CHRI STENSEN. The testinmony will be the

2 sane. |It's just the page nunbers wll be slightly
3 off during -- fromthe tw versions, unless there
4 were changes in M. Latta's testinony, but they

5 shouldn't be in the actual substance of the

6 testi nony.

7 THE WTNESS: No, there won't.

8 CHAI RMAN LA ROSA: Right. Okay. Let's try to
9 nove on.

10 MR, WAHLEN:. | guess we will soldier on. W
11 filed the Chronister Il testinmony on May 3rd. | am
12 just struggling with why we are going to be asking
13 about a different set of testinonies, but we wll
14 do the best we can. W want to get through this.
15 CHAI RMAN LA ROSA: Yeah, and | do as well, but
16 | also want to get this right. So can we try to

17 work off the Chronister 117

18 MS5. CHRI STENSEN:. We certainly can. | only

19 have a few questions related to M. Latta's
20 testinony in Chronister Il. | just don't know how
21 much the pages are off.
22 THE W TNESS:  Sure.
23 MS. CHRISTENSEN: If | knew that, | could
24 di rect you at the correct thing.
25 CHAI RVAN LA ROSA:  Yeah, let's take a shot at
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it and then --
THE W TNESS: Yeah, we can find it.
BY M5. CHRI STENSEN
Q Ckay. So in the original M. Latta's
testinony, | have been | ooking at page 53 in his
di scussion about affiliate transactions. So if it's off
by one or two in Chronister Il --

A W are good.

Q -- we wll get there.

A |s there a question on |ine 117

Q | was | ooking at lines 24 and 25 of that
testi nony.

A Ckay.

Q And on ny -- if | could find way there the
first time, | think we wll be good.

And just for clarification, this is the
Chronister Il. GCkay, thank you. GCkay. | think we are
good. Well, I will ask questions, and if we get | ost,
we will do our best.

A Sounds good.

Q Okay. Direct charges -- you would agree
direct charges are when the affiliate is only receiving
the product or the service from TECO correct?

A Are you referring to sonething -- phraseol ogy?

| -- just to be hel pful when you nove things along, a
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direct charge is when the cost is associated with an
activity that was only done for that affiliate. So the
di rect charge happens when that cost was incurred just
for the product or service that went to that affiliate.

Q Ckay. And | will accept that response.

A Ckay.

Q And an assessed charge are determ ned and
di stri buted using cost causative cal cul ati ons based on
certain metrics, such as headcount or square footage,
correct?

A Correct. They can be call ed assessed or
al | ocati ons.

Q And you woul d agree that sone all ocated costs
are distributed in TECO using the Mdified Massachusetts
Met hod, using the total operating revenues, tota
operating assets, |less cash and net incone is the basis
of the allocation, correct?

A Yes.

Q kay. We would ask to have you | ook at
OPC- 169.

A It's on the screen now.

Q kay. And this is a response regarding
affiliate transactions. Do you see that?

A Yes, | do.

Q kay. And the question that was bei ng asked
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here under Section A and Section B were regardi ng any
anal ysis or study that shows the cost allocations to
TECO are reasonabl e and consistent with market or
benchmarks in the industry regarding affiliate
transactions, correct?

A Yes.

Q Okay. And | ooking at the | ast paragraph under
the answer A -- you may need to scroll down.

A Yes.

Q kay. Other than identifying good business
practices and periodic regulatory reviews, Enera and
TECO have not perforned any analysis or studies to show
that costs allocated to TECO are reasonabl e or
consi stent with market or benchmarks, correct?

A That's not exactly how it reads. But to your
poi nt, what this answer is saying is that we have
external auditors and internal auditors, and that all of
the transactions are subject to those internal and
external audits, and subject to all of the regulatory
audits performed by the PSC staff.

Q kay. So if | can, can you read out the |ast
par agraph of paragraph Ain this response?

A Sure. | amgoing to nove the m crophone so |
can --

Q Certainly. Yeah.
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1 A The conbi nati on of good busi ness practices and
2 periodic regulatory review give Tanpa Electric

3 confidence that the anmobunts charged and allocated to and
4 fromTanpa Electric and its affiliates, and the nethods

5 for meking those charges and allocations are reasonabl e.

6 Q Can you read the | ast sentence?
7 A Sur e.
8 O herw se, Enera, TECO and affiliates have not

9 performed anal yses or studies as contenplated in the
10 question --

11 Q Thank you.

12 A -- and raised in the question was

13 benchnar ki ng.

14 Q And mar ket anal ysi s?

15 A Yes, bench -- market or benchmarks in the

16  industry.

17 Q Ckay. Thank you.
18 A Yep.
19 Q Now | et's | ook on your rebuttal testinony,

20 starting at page 36. And | believe this is where you
21 start discussing affiliate transactions in your rebuttal

22 testinony?

23 A Yes.
24 Q Ckay. And then it -- give ne a second.
25 A Sur e.
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Q kay. Al right. It nust be the end of the

day. The machine is tired |ike ne.
kay. Now, if we scroll down that page and

start | ooking at page 37, starting around line 14, there
Is a discussion regarding the anount of discovery that
OPC served regarding just affiliate transactions. And
you tal k about that at |east 100 di scovery requests were
propounded, including PODs, and including 275 subparts
just on the affiliate transaction subject al one,
correct?

A Yes. That's the volune of discovery that we
responded to on affiliate transactions.

Q Ckay. You would agree that that's a | ot of
i nformation that had to be produced, and then al so had
to be reviewed by OPC s witness in a short two-nonth
period of time, correct?

A No, | don't agree with that.

Q You don't agree it was a lot of information
and that they have short period of tine to review that
i nformation?

A Right. | don't agree with that. Let ne
explain why | don't agree.

MFR F-3 is -- it requires the conpany to

submt the diversification pages fromthe Form1l that we

send annually to the Florida Public Service Comm ssion,
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1 35 pages in that diversification report that |ays out

2 all of the affiliate transactions --

3 Q | amgoing to object. This is non-responsive.
4 A Well, no, you asked if it was a short anount

5 of tine to look at the data. And the point that | am
6 making is a lot of these interrogatories covered the

7 data that we provided in the Form1l. W actually gave

8 OPC 2020 through 2025 dat a.

9 M5. CHRI STENSEN. |'m going to renew ny

10 objection, it's non-responsi ve.

11 CHAI RMAN LA ROSA: Ckay. So -- well, | think
12 the witness has given a response. | think he is
13 just -- he is giving the depth of why he said that
14 he didn't agree.

15 M5. CHRI STENSEN: Well, | don't think he is
16 actually responding to like two nonths in a short
17 period of tine.

18 BY MS. CHRI STENSEN:

19 Q When were the -- the MFRs were filed in --

20 April 2nd of 2024, correct?

21 A The MFR that had the 2023 diversifications was
22 filed April 2nd, 2024.

23 Q And OPC s testinony was --

24 A -- and each of the diversification reports

25 prior to that were filed in April of each year prior.
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Q Right. And OPC s testinony was due to be
filed June, | believe 6th, of 20247?

A And do agree with you that from April to June
Is a two-nonth period.

Q Ckay. Thank you. | wll nove on.

Can | ask that you | ook at the other
docunentati on that we passed out, and | believe that is
t he Nova Scotia --

A s it OPC 2387

Q It may have that title. And it should be --
if you flip up the first page, it should say the NS
Power Cost Allocation Manual. Do you see that?

A Yes, | do.

Q Ckay. And on the bottom of page 40 of your
rebuttal testinony -- okay. Looking at that, starting
around line 24, this is where you start to discuss the
use of the Nova Scotia Power Cost Allocation Mnual,
correct?

A That's correct.

Q And this is the Nova Scotia Power Cost
Al | ocation Manual that you are referring to in your
testi nony?

A Yes, the exhibit you handed out is that.

Q Ckay. Wuld you agree that in the Nova Scotia

CAM it's not -- that this is not specifically naned or
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1 nmenti oned as the Enera CAM correct?

2 A | agree with you, in that it refers to the
3 parent conpany. It doesn't use the work Enera.
4 Q Ckay. Wuld you al so agree that the Nova

5 Scotia CAM does not specifically nention any type of

6 affiliate transactions between Nova Scotia Power and

7  TECO because there are not significant tran --

8 transaction -- or significant operation -- operating

9 expenses transactions between the two, correct?

10 A | disagree with the |ast part on -- you

11  nmentioned because it was not a significant amount of

12 transacti ons.

13 | agree with the first part, in that the word
14  Tanpa Electric doesn't appear. It uses the word

15 affiliate.

16 Q kay. To the extent that Nova Scotia Power
17 CAM does not address affiliate transactions -- sorry,
18 let ne repeat the question.

19 To the extent Nova Scotia Power CAM does

20 address affiliate transactions, it is docunent that |ays
21  out what the nethods and techni ques would be Nova Scotia
22 Power cost allocation transactions with affili ates,

23 correct?

24 A It has that and the parent conpany transaction

25 rules as well.
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1 Q Okay. And you woul d agree that the nanes

2 Enera, TECO do not appear in the Nova Scotia Power CAM?

3 A Correct. They use the words parent and

4 affiliate.

5 Q Ckay. And there is a specific TECO CAM the

6 nost recent one is effective January 1st, 2024, for

7 transactions between TECO and its affiliates besides

8 Enera, correct?

9 A Yes. W have had an affiliate transacti on CAM
10 at Tanpa Electric for decades.

11 Q And you woul d agree, there is no Enera

12 specific CAM correct?

13 A Again, the rules associated with Enmera charges
14 are in this cost allocation manual you gave ne.

15 Q kay. Let ne ask a question again. There is

16 no actual Enera cost allocation manual, correct?

17 A There is not a cost allocation manual that has
18 the title Emera.

19 Q Okay. And you agree that it is odd for a

20 utility to have a parent utility -- or to not have a

21 parent utility CAM correct?

22 A No, | don't agree with that. The reason is

23 that no Nova Scotia Power existed for decades before

24  Emera was created, and so the utility review board in

25 Nova Scotia would use a Nova Scotia Power CAM for all
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1 affiliate transactions. Wen they created the conpany

2 Enera, the parent conpany, then it was subsuned into the
3 authority of the utility review board.

4 Q Ri ght. But you would agree, you don't know of
5 any other parent conpany that has affiliate transactions

6 wthits subsidiaries that does not have a specific CAM

7 itself?

8 A | don't know any others, and we don't

9 either --

10 Q Thank you.

11 A -- because we have it in here.

12 Q Looking at line 42 of your testinony, your

13 rebuttal testinony to be specific. Starting at |line 22,
14 and then going over to line three on the next page, page
15 42, starting on line 22. You would agree, the nost

16 affiliate expenses are adm ni strative or corporate

17 expense -- or corporate services which are charged from
18 Enmera to TECO, or from TECO El ectric to TECO and are

19 recorded in the A& expenses on TECO s books, correct?
20 A You said TECO Electric to TECO -- | don't

21  understand that part of it.

22 Q Ckay. You have -- well, let nme back this up.
23 Am | correct that TECO uses the 2025 budget

24 amounts for affiliate charges in the revenue requirenent

25 in this case?
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1 A Yes, the budgeted affiliate charges for '25

2 years are used in the test year.

3 Q Ckay. And would you agree that nost affiliate
4 expenses are adm nistrative or corporate services which
5 are charged fromEnera onto TECO, or from TECO El ectric
6 to TECO and that those transactions are reported in A&G
7 expense on TECO s books?

8 A Il wll try to answer your question with what |
9 think you are looking for in that second half.

10 So the charges that come down from Enera,

11 which, in 2023, were 15 million in the test year, they
12 are 2.8 mllion below that nunber in the test year, they
13 were around 12 mllion. Those charges usually recorded
14 I n an A&G expense account.

15 | think the other ones you were referring to
16 was when Tanpa Electric charges affiliates of Tanpa

17 Electric. And when we nmake those charges, | would say
18 that the majority of themare in A& expense accounts,
19 but | amnot responsible for our affiliates general

20 | edgers and where they exactly book them when they get
21 to their general |edger. But when they appear

22 originally in ours, they are predomnantly in the A&G
23 accounts, yes.

24 Q Ckay. And isn't it correct that TECO did

25 provide budget docunments which show the 2025 affiliate
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expense anounts charged by TECO, by Enera and TECO
El ectric, and show the adjustnents to each of the
speci fic budgeted A&G accounts for these affiliate
charges, or show the anobunt of affiliate expenses
charged to each specific budgeted A&G account ?

MR. WAHLEN: Can | interrupt? | don't know
who TECO El ectric is.

CHAI RVAN LA ROSA:  Yeah. This is the second
or third time there was that reference. | think
the witness was confused on --

M5. CHRISTENSEN. No, | think we are talking
about --

MR WAHLEN: |Is that Tanpa Electric?

M5. CHRI STENSEN:. -- Tanpa El ectric and TECO
Energy. | think it's -- I wll -- let ne
restructure that, because |I think we are talking
Tanpa Electric and then its parent conpany, and
then to Enera, its ultimte parent conpany.

THE WTNESS: Well, just be clear on that,
Emera charges Tanpa directly. That doesn't go
t hrough TECO Ener gy.

BY M5. CHRI STENSEN
Q Okay. Then let ne rephrase the question.
Did you provide any docunents that show the

2025 budgeted affiliate expense anmobunts from Tanpa
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1 El ectric charged from Enera, or TECO the -- its Hol ding
2 conpany parent?

3 A Yes, we did. In those 100 interrogatory and

4  production of docunment requests we provided all of the

5 spreadsheets for 2020 through 2025. So it included

6 budget figures for all of the charges com ng down from
7 Emera, and all of the affiliate charges incurred by

8 Tanpa Electric and sent to other affiliates.

9 In addition to doing that, in PDF docunent

10 form we actually provided OPC with the |live Excel files
11 t hat showed all of the cal cul ati ons, and all owed for

12 drop-down nenus to see it by cost type by conpany.

13 Q Ckay. Let nme ask you this: On page 39 of

14 your testinony, starting at line --

15 A O rebuttal ?

16 Q | believe we are still in your rebuttal, yes.
17 A Ckay.

18 Q Starting at line 12, | believe.

19 A Yes.

20 Q Ckay. You discuss the FERC Form 1 pages in

21 the diversification pages that you file with the

22 Conmm ssion, correct?

23 A That's correct.

24 Q And then you tal k about the Comm ssion had the

25 opportunity to review the information of FERC form and
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1 say that they can send data requests, right?

2 A Yes.

3 Q Ckay. You are not claimng in your testinony

4 here that just because TECO files the FERC Form 1 and

5 the diversification data with the Comm ssion every year,
6 irrespective of whether the Conm ssion follows up with

7 data requests, that the Conm ssion has formally approved
8 affiliate transactions or does not have any concerns,

9 correct?

10 A No, | amnot claimng formal approval.
11 Q Okay. And you woul d agree that the specific
12 information, such as charges -- or, sorry -- changes in

13 allocation nmethod fromthe prior year, that granul ar

14 |level of detail is not in diversification report,

15 correct?

16 A Correct. The diversification report does not
17  have the granul ar allocation calculations in it.

18 Q kay. And it would be fair to say that you do
19 not know the depth with which the Conmm ssion revi ews

20 this data every year, correct?

21 A | don't agree with that. Can you say it

22 again?

23 Q Sure.

24 You just don't know how nuch or what the

25 Comm ssion does in its review of those diversification
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forms every year, and the diversification pages every
year ?

A That's correct. | don't know what the
Conmi ssion does with the forns.

Q Al right. And |Iooking at page 45 -- | think
that's -- yeah, 45 -- page 45 of the rebuttal testinony,
starting at |ine one.

kay. You tal k about M. GOstrander's
recommendati on to change the headcount in the
Massachusetts nodel fromnet -- the net incone factor
that TECO currently uses, correct?

A That's what | tal k about there, yes.

Q And you woul d agree that TECO substantially
relies on headcount to allocate sone of the affiliate
cost, correct?

A Can you repeat that question?

Q Sur e.

You use headcount as a nethodology to allocate
cost to -- as one of those, | think, cost causative
al | ocati on net hodol ogi es?

A We have 11 different allocation or assessnent
nmet hodol ogi es, and headcount is one of those, yes.

Q Ckay.

CHAI RMAN LA ROSA: M. Christensen, this

guestion isn't intended to rush you by any neans,
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1 but how many nore questions do you think you have
2 for this wwtness? And it's -- any answer is okay.
3 M5. CHRISTENSEN: Oh, | amjust -- | am

4 | ooking to see if there is any further questions.
5 Gve ne a fewmnutes. |If | can have a five-mnute
6 break, | may be ready to wap up.

7 CHAI RVAN LA ROSA: Yeah, and that's all right.
8 That's where | amleaning too. So let's do that.
9 Let's have a 10-m nute break, intention to conme in
10 right back at five o'clock.

11 (Brief recess.)

12 (Transcri pt continues in sequence in Vol une
13 16.)

14
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