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PROCEEDINGS
(Transcript continues in sequence from Volume 10.)
MR. REHWINKEL: The exhibit that I am passing out

for -- to ask this next series of questions contains an exhibit
to his late-filed, a late-filed deposition exhibit and a
document that is generated from the Late-filed Deposition
Exhibit Number 1. And this is a hand-numbered four-page
exhibit,
BY MR. REHWINKEL:

Q Mr. Chronister, if I could ask you -- Pages 2 through
4 of this exhibit, are you familiar with that document?

A Yes.

Q And this is a document that staff requested cf you at
your deposition, ig that right?

A Yes,

Q And on Page 1 of this exhibit is a presentation of
the numbers included in Late-~filed Deposition Exhibit 1, and I
would ask you if you would agree, subject to check, that the
presentation on Page 1 of this exhibit is a fair presentation
of what is contained in late-filed deposition exhibit for the
months January of 2007 through December of 2007 without the
removal of ECRC TECO projected plant-in-service balances.

A Yes, there is a lot of numbers on this page, but the
first two columns, the dollars do seem to match my late-filed

exhibit.

FLORIDA PUBLIC SERVICE COMMISSION
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Q Okay. And I understand from your deposition that you
believe that the ECRC plant-in-service balances should be taken
into account in looking at whether any overprojected budget
balances exist. Is that a fair presentation of your testimony
in deposition?

A Yes, that is correct, because any assets associated
with the Environmental Cost-Recovery Clause are excluded from
rate base, so from an MFR perspective, any plant-in-service
associated with the environmental clause would not be included
in rate base. So if you include those in this analysis, then
it doesn't really paint a fair picture.

Q Would it be fair to say that Tampa Electric Company
projects plant balances for budgeting purposes and when they do

so they include all costs of plant construction regardless of

where the revenue support will come from?

A Yes.

Q And you don't project or budget with more precision

Wfor items that would be recovered through a clause versus items

that would be recovered through a base rate filing, is that

correct?
A Correct.
Q So the level of precision or accuracy in projecting

plant balances should be the same regardless of the type of
plant, is that fair?

A That is fair.

FLORIDA PUBLIC SERVICE COMMISSION
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Q Doesn't this exhibit show that the company
overprojected the plant-in-service balances for each and every
month of 2007 except May?

A That is what this exhibit shows. 1In Mr. Larkin's
original exhibit he examined 2008, which I think -- yes, you
have included here, and the thing I would point out about the
budgeting process is there is an ebb and flow between the
actual and budgeted balances. And really where you end up is
important, and as Mr. Larkin reflects in his original exhibit,
the difference between our $5 billion of plant-in-service that
we projected in September of '08 and the actual
plant-in-service, those two $5.4 billion balances are within
$625, 000 of each other.

Q Okay. Isn't it also true that overprojections in
nine of the 12 months for 2007 range from between 15 and
$61 million?

L A Yes.
1 Q Isn't it also true that the company overprojected by

Iless than $10 million in only one month?

|

L A On the page that you have in front of me, yes, that
his true. Again, I think there is a natural ebb and flow in the

budgeting process. The other thing I would point out is that

you really don't want to cherry-pick certain items that have
one particular direction when, in fact, you may have other

items that go in another direction. &and, you know, from my
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view there is a balance between items that have been
overprojected and items that have been underprojected.

MR. REHWINKEL: Okay. Thank you.
L Mr. Chairman, at this time I don't have any further

lquestions for Mr. Chronister.

Thank you, Mr. Chronister.

CHAIRMAN CARTER: Mr. Rehwinkel, you look over your
notes while I go to Commissioner Argenziano to make sure that
you don't have any.

Commissioner Argenziano.

COMMISSIONER ARGENZIANO: Thank you.

Another question. It comes from a question that
Mr. Rehwinkel had asked you before about the compensation of
1.3 for Huron Consulting.

THE WITNESS: Yes.

COMMISSIONER ARGENZIANO: You had answered before the

*question was that some of TECO's board members also sit on

T ———

WHuron's board, and that they are not an affiliated company, but

Hit brings about a question that I have. What does the company

do to ensure that they are getting the best, you know, bang for
their buck in hiring this consulting firm? And, of course,
since people sit on the same board it makes me wonder even more
are there any RFPs put out, or how would you then know what is
a comparable rate to pay?

THE WITNESS: Right. There was a process of

FLORIDA PUBLIC SERVICE COMMISSION
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evaluating potential firms that could help us in the rate case.
Different firms came in and presented their skills and their
abilities and there was an evaluation done and eventually a
selection. I'm not sure if it would be described specifically
as a bid process, but there was a competition among the
potential providers.

COMMISSIONER ARGENZIANO: So basically you had other
companies in.

THE WITNESS: Yes.

COMMISSIONER ARGENZIANO: And looked at the services.

THE WITNESS: Yes.

COMMISSIONER ARGENZIANO: And you feel certain that
you got the best bang for the buck.

THE WITNESS: Yes. And I guess part of it is you
want consultants that are familiar with your company, you want
consultants that are familiar with the Florida Public Service
Commission, and the ratemaking process, and even down to the
rules and regulations. You know as we talked about before,
FERC accounting, uniform system of accounts, but the Florida
Public Service Commission has some specific accounting that is
different than other states, so it is good to get consultants
that are familiar with the PSC.

COMMISSIONER ARGENZIANO: 2And I understand that, and
I think that is an important aspect of it. But, again, sitting

here trying to figure out and hearing that some of the board

FLORIDA PUBLIC SERVICE COMMISSION
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members sit on another board which happened to get the contract
of 1.3 million plus I think another 260 begs the question from
me anyway in trying to -- and I know in the grand scheme of all

the money that we are talking about here it is probably minute
Il
|

Lcompared to the larger amounts that we are talking about, but
Lto me it is a substantial amount of money. And asking in any

1
1

business decision how do I know. Aand, again, I am stuck with

how do T know that that is -- and maybe I can ask of OPC and
maybe FIPUG and others how you find out what is a comparable,
because I am going to take your word for it that you called
other companies in. Do you have an idea how many other
companies you called in?

THE WITNESS: I don't. You know, if I had to guess I
would say five or six. But one thing that I would point out is
that these individuals from Huron that are helping us now, they
helped us in the '80s and '90s before there was any board
affiliation. 8o we are really going back to a company that
helped us before this affiliation was created.

COMMISSIONER ARGENZIANO: And I understand that, I
really do. I'm just trying to look at it and say, okay, 1I'm
sure there are other companies that can do that work, and I
know that the company would feel better knowing they have some
kind of an understanding of the process, and especially if they
have worked with the company before. I'm just trying to figure

out if another company said, well, we can give you the same

FLORIDA PUBLIC SERVICE COMMISSION
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services for half that amount, if we got the best bang for the
buck because after all the ratepayers are going to pay for
that.

THE WITNESS: Right.

COMMISSIONER ARGENZIANO: So maybe it is advisable to
ask other witnesses that come up, but I did want the company's
point of view also and not just to ask -- I want all sides.

So, I appreciate it.

CHAIRMAN CARTER: Thank you.

Commissioner Edgar.

COMMISSIONER EDGAR: Thank you, Mr. Chairman.

A little while earlier Mr. Rehwinkel asked you some
gquestions about the proposed annualization of the five CT units
and the rail project. If those projects were not to be
included in the base rates as proposed or only in part, what
would be the accounting treatment that TECO would use on a
go-forward basis?

THE WITNESS: The accounting treatment?

COMMISSIONER EDGAR: Uh-huh.

THE WITNESS: I'm not sure if I follow your gquestion.
You are talking about on the reimbursement?

COMMISSIONER EDGAR: I am talking about on the --
okay. I guess what I'm trying to ask is would TECO come back
to the Commission and ask for those projects to be included at

the point that they were implemented, since as I see it one of

FLORIDA PUBLIC SERVICE COMMISSION
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the issues is that the implementation date is a little out from
the time that the rates would go into effect.

THE WITNESS: Yes. If not included in this
particular proceeding's rates, then we would come back because

wthey are significant projects and ask for recovery of them, you

A ———

1know, as they went in service. So, you know, I know

everybody -- we have been talking about rate case expense and

)

no one wants to come back in for rates. You know, there is an
interim step that you can do, too, where you can have a step
increase, you know, when a facility goes in after a rate case,
and that is an option available, as well.

COMMISSIONER EDGAR: And on a different point, one of
the witnesses we heard, I think, yesterday although my days are
blurring a little bit. Earlier in this proceeding was Witness
Abbott, and in her written testimony she discusses the need for

1the perception of financial integrity, access to capital, and
Wmakes a specific statement that it is important to understand

Wthe magnitude of TECO's capital spending program. And I was
Edirected to you as the right witness to ask about that. So my

question is how can you help me understand the magnitude of

—
———

WTECO'S capital spending program, and is there a document that

o —

Wyou would also point me to.
THE WITNESS: Sure., Hang on one sgecond.
“ COMMISSIONER EDGAR: Sure.

w THE WITNESS: Our future capital expenditures are

FLORIDA PUBLIC SERVICE COMMISSION
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disclosed in our 10K each year, and then the rate case is put
together sort of as you move through time. So I can tell you
that in our 2007 10K we anticipated the next five years to be
about $2.9 billion of expenditures. For the rate case we put
together a new projection, and from 2008 to 2012 there is

$2.7 billion of capital expenditures that we are projecting to

v—

—————————— ]

incur.

COMMISSIONER EDGAR: Okay. So you said 2.7 from 2007

to 20127

THE WITNESS: No, 2008 to 2012, that five-year period
there is 2.7 billion in capital expenditures.

COMMISSIONER EDGAR: And that is over five years.

THE WITNESS: That is over five years, yes.

COMMISSIONER EDGAR: Thank you.

THE WITNESS: You're welcome.

CHAIRMAN CARTER: Anything further from the bench?

I did tell Mr. Rehwinkel I would give him an
opportunity to look over his notes.

i MR. REHWINKEL: I'm fine. Thank you.

———

CHAIRMAN CARTER: Now, Mr. Kelly is back. I want you
to make a good impression on your boss back there.
H MR. REHWINKEL: Thank you, Mr. Chairman. I was
Hafforded full opportunity and I appreciate it.
L CHAIRMAN CARTER: Thank you.

1 Ms. Bradley, you're recognized.

FLORIDA PUBLIC SERVICE COMMISSION
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MS. BRADLEY: Thank you.

CROSS EXAMINATION

BY MS. BRADLEY:

Q

case?

» 0

Q

Were you at the public hearing that they had on this

No, I was not.
Have you reviewed the testimony?
From the public hearing? No, I have not.

Subject to check, there was a father who indicated

that he had a sick child, and had lost his job, and despite the

fact that

|indicated
a payment

Hmonth and

A
roughly a

Q

he had always been on time with his payments, he

missed a payment during this heavy financial burden, and he

you have a policy that requires somebody that misses
to pay about a month and a half, I guess an average
a half payment as a deposit. Is that true?

We have a policy of customers providing deposits for
one to two month period to secure their account, yes.

Would it be fair to say that somebody that is already

having trouble trying to meet their financial burdens is going

to have an even harder time paying an extra month and a half to

two months?

A

Yes, I agree with what you are saying. I guess what

I would point out is that one of the expenses that we do incur

and that is included in the rate case is bad debt expense, and

to the extent that we can get deposits from our customers, it

FLORIDA PUBLIC SERVICE COMMISSION
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allows us to keep that bad debt expense down. So for the
overall body of customers it is a good thing to collect these
deposits.

Q You looked at the capital leadership team exhibit and
I believe you indicated you are not on that, or did you

indicate you are --

A Correct, I'm not on the capital leadership team.
Q Do you know who is?
A I couldn't reel off a list of folks, I'm sorry. I

mean, I know a couple, but I don't know the whole list,.

Q Who are the couple that you can think of?

I
I

A Phil Barringer (phonetic), the VP Controller of
Operations for TECO Energy and I think Sandra Callahan

‘(phonetic), who is our Treasurer for TECO Energy.

Q Okay. I know vou are providing some additional
information about salary breakdowns and that type of thing, but
can you tell me right now to the best of your knowledge how
many of your executives make over half a million a year? And I
am talking about complete compensation packages with base
rates, and incentives, and stock, and everything.

A Let me get my glasses. At Tampa Electric there are
no officers who make over a million dollars a year in
compensation.

Q What about Mr. Gillette, I think he indicated the

other day that he did?

FLORIDA PUBLIC SERVICE COMMISSION
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A I'm sorry, I was reading from the Tampa Electric
list.
CHATRMAN CARTER: Hang on a second. Did you ask
about a half million or --
MS. BRADLEY: Yeg, sir, I did say half a million.
i CHAIRMAN CARTER: That's what I thought.

h THE WITNESS: Oh, I'm sorry. Sorry about that,

Electric officer who makes more than 500,000 in total
compensation, and for TECO Energy --
BY MS. BRADLEY:

Q Let's just keep it to TECO.

A Okay.

Q And I believe Mr. Gillette the other day testified

that he makes over a million?

A Yes, that is correct.

Q Are there any others that make over a million?
H A Well, Mr. Gillette is a TECO Energy officer.
| COMMISSIONER ARGENZIANO: Excuse me.

CHAIRMAN CARTER: Commissioner Argenziano.

COMMISSIONER ARGENZIANO: You said there are no other

persons or officers making over 500,000 in total?

THE WITNESS: Let me make sure.

CHAIRMAN CARTER: That is with salaries and benefits.

COMMISSIONER ARGENZIANO: Yes, that is in total,

FLORIDA PUBLIC SERVICE COMMISSION
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stock options, everything.

THE WITNESS: Total compensation for 2009. Yes, only
Mr. Black at Tampa Electric makes more than $500,000 total
compensation.

COMMISSIONER ARGENZIANO: For 20089, did you say?

THE WITNESS: Yes. And that is also true for 2007
and 2008.

COMMISSIONER ARGENZIANO: Well, wasn't your general
counsel making 826, 000.

THE WITNESS: That is a TECO Energy officer.

COMMISSIONER ARGENZIANO: I'm sorry.

THE WITNESS: That's okay.

COMMISSIONER ARGENZIANO: It does get easy to get
mixed up. Okay. So then it was just Mr. Black.

THE WITNESS: Correct,

COMMISSIONER ARGENZIANO: Thank you.
BY MS. BRADLEY:

Q I understood that -- well, let me ask you this. 1In
your 2009 budget, did you include a base rate increase for any
of your executives?

A In the 2009 budget, ves.

Q and I understood from one of your witnesses, it may
have been Ms. Wehle yesterday, that they had determined that
they would not award that?

A Correct. There will be zero increase in '09.

FLORIDA PUBLIC SERVICE COMMISSION
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Q S0 we can essentially subtract that amount from vour

request right now, correct?

A Correct, that is my understanding. And just some
rough calculations, I think that is about $300,000.
Q Okay.
A Is what that equates to.
Q We will take every bit we can get.
CHAIRMAN CARTER: Excuse me, may 1 interrupt you for
a second?
MS. BRADLEY: Certainly.
CHAIRMAN CARTER: On the staff exhibit that he used
for cross examination -- I forgot what witness it was.
MR. YOUNG: Witness Merrill.
CHAIRMAN CARTER: Because she was showing a
4.84 percent increase.
THE WITNESS: 4.84 --

CHAIRMAN CARTER: Increase for salaries. Is that

.
lrlght?

THE WITNESS: That is the percentage increase in the
average pay per employee. That average pay is that MFR
calculation where we take gross payroll and all the employvees,
so it can move around a little bit.

CHAIRMAN CARTER: Okay. And for the bargaining she
said 46 percent of the employees were under a collective

bargaining agreement, and that was 3.85 percént. But then she

FLORIDA PUBLIC SERVICE COMMISSION
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said for officers and other general employees it was a
4 percent increase.

THE WITNESS: Yes.

CHAIRMAN CARTER: Did I just miss something? Did you
just say there was no increase?

THE WITNESS: The MFRs reflect our projected labor
expenses, and the zero increase for officers is something that
occurred after we prepared the MFRs.

MR. YOUNG: Mr. Chairman, if I could.

CHAIRMAN CARTER: Mr. Young.

MR. YOUNG: Yes, sir. If I could interject for one
second. TECO is going to revise that MFR, and they are going
to -- it is Exhibit Number 107 that shows a zero percent
increase to the base salaries, and the projected incentive
compensation will be determined on the 4th of February, and
they are going to revise that and provide that to us.

CHAIRMAN CARTER: Okay. I was with you that because
yesterday we were going through that whole process, and that is
why I was like -- I remember reading something on that. Sorry
to interrupt you, Ms. Bradley. You may proceed.

MS. BRADLEY: No problem. Thank you.

BY MS. BRADLEY:
Q As Mr. Young just mentioned, she also mentioned that
on February the 4th, I believe, they would be meeting on the

incentive packages?

FLORIDA PUBLIC SERVICE COMMISSION
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' A Yes.
Q Do you make any recommendations to that committee?

1 A No. No, I don't.
Q Would vou be willing to recommend in light of the

Heconomy that they not award that incentive package to your

hexecutives?
A Me personally, I would not advocate that.
Q I read something yesterday in the paper about one of

the utility companies making or coming out a lot better last
year than they had anticipated. In light of some of those
issues, and in light of the economy becoming so bad since you
filed your request, have you gone back and made any adjustments
or looked at any possible adjustments that you could make to
reduce that for your customers?

A Well, I only know about our company, and I know that
our company would not be doing well. As you described, some
"companies got to the end of '08 and said that they did better
than they expected. That was not the case for us.

I need to be careful here, because there are

financial statement public disclosure regulations that prevent

——

Ime from being able to talk about our fourth quarter or year end
information because we are not releasing earnings to the public
Luntil February 6th. But I can tell you that, for instance,

through September of '08 our base revenue was $37 million below

"budget. So, we have had a significant decline in revenue. So,

FLORIDA PUBLIC SERVICE COMMISSION
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from my vantage point any reprojection would be a reprojection
that would include anticipated lower base revenues for us.

CHAIRMAN CARTER: Excuse me, Ms. Bradley.

MS. BRADLEY: Certainly.

CHAIRMAN CARTER: You are saying at the end of the
third quarter was 32 million less?

THE WITNESS: $37 million below budget in base
revenues, yes.

CHATIRMAN CARTER: And when you were talking to Mr.
Rehwinkel yvou were saying as you go down about the budget
projections per month is that you said those would be different
anyway, right? You said that sometimes they are lower,
sometimes they are higher. So I am just trying to get my mind
around how do you quantify that. Can I quantify that --

THE WITNESS: I think that is a fair point, and I
think what you have to take into account is items that you
think are going to be better in the future and worse than a
prior projection you may have made. And from my vantage point,
I do think there is a balance of items out there. There are
capital expenditures that we are going to be making that is
over and above what we have in our filing, expenses that are
going to be higher, revenue that is going be lower, but I'm not
proposing to make those changes.

I am just making note of the fact that there is a

balance between some items that, for instance, we were talking
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about the salaries being lower. You know, you have an example
of an expense that might be lower, but there are also some
other expenses that are going to be higher. So I'm not
proposing an adjustment, I am just making note of the fact that
she was asking sort of how we are doing, and I would describe
“it as our revenues are off.

And the other thing would be in terms of the
"projection process, you have to look at the underlying data

that is driving that foundationally, and I think for us we are

seeing declines in our customer growth as well as our usage per

customer, which sort of ensures that there is going to be a
decline of revenue in the future.
CHAIRMAN CARTER: Ms. Bradley you may proceed.
MS. BRADLEY: Thank you.
BY MS. BRADLEY:

Q Actually that wasn't what I asked. I did mention the
other company, but my question was in light of the way the
economy has gone so bad since you prepared your rate regquest
and your budget, have you gone back to look to see if there is
|any adjustments and modifications that could be made to provide
less expensive services to your customers?

h A There has been some sort of cursory relooks, and I
would describe it that we have seen an egual amount of expenses
hthat are probably going to be larger than what we have in our
¥filing and some that are going to be smaller, but we have done
|
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a relook.

MS. BRADLEY: Can you give me just a minute?

CHAIRMAN CARTER: Yes, ma'am. Take your time. I
interrupted vou and probably threw you off your game. I
apologize for that.

MS. BRADLEY: It didn't take much.

CHAIRMAN CARTER: Do you want to do this -- we are
within ten minutes, do you want to look at everything and --

MS. BRADLEY: I just have one more question.

CHAIRMAN CARTER: Okay.

MS. BRADLEY: Really.

CHAIRMAN CARTER: That's fine. I just wanted to make
sure that you have the opportunity ask your gquestions.

MS. BRADLEY: I appreciate that.

CHAIRMAN CARTER: You may proceed.
BY MS. BRADLEY:

Q In your testimony you talk somewhere about trying to
benefit your customers with all of this that you are doing, and
would it be fair to say that if your customers can't afford to
pay their utilities they are not really going to care about all
of these things you are proposing to do?

A I guess I would say, for instance, the rail facility.
I1f the rail facility allows us to lower fuel costs for years to
come that is something our customers would want us to be

committed to so that they can have lower electric bills now and
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in the future.
Q You said you did not attend the hearing, and -- just
one more follow up on this.
CHATRMAN CARTER: You may proceed.

)
1 Q {Continuing) You said you didn't attend the hearing,

——

Ibut we had testimony from people that said they are making

decisions already about do I eat, or do I buy my medication, or

do I pay my utility bill. And if you raise it this
substantially as you have recquested, that is going to be even
more of a burden for these people. Do you really think they
care about any of these future proposals if they just can't
afford your services, they can't afford to pay their utilities?
A Well, I think that they also need reliable electric

service and the company has to be able to recover its

—

investments and its costs to be able to provide that reliable
electric service. And I think if we can't provide reliable
helectricity that that would be another burden on them, as well.

Q Don't you have a duty to provide affordable utility?

A Yes, and I think we do.
MS. BRADLEY: No further guestions.
CHAIRMAN CARTER: Do you want to take a minute to
look over your notes? Okay. Commissioners, we are really
close -- before we have another person come on, we are really

close, and that may give us time to kind of think about our

iquestions, too. I mean, there may be a few questions from the
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bench on that, so let's do -- we will just go to lunch now and
come back at 12:45.

{Lunch recess.)

CHAIRMAN CARTER: We are back on the record. And
Iwhen we left we had a witness on for cross-examination. We had
some questions from the bench, and at this point in time, I
jthink Ms. Kaufman -- Ms. Bradley, you had completed your
Lcross—examination, correct?

! MS. BRADLEY: Yes, sir.

CHAIRMAN CARTER: Ms. Kaufman, you're recognized.

MR. REHWINKEL: Mr. Chairman.

CHAIRMAN CARTER: Mr. Rehwinkel.

MR. REHWINREL: Can I beg vour indulgence to take up
an administrative matter that I overlooked?

CHAIRMAN CARTER: Okay, no problem.

MR. REHWINKEL: 2And I am also going to put the

company on notice of what I would like to do with respect to

two of the three exhibits that I crossed on. I did not ask for
those to be given a number, but they probably should.

CHAIRMAN CARTER: Okay.

MR. REHWINKEL: The first exhibit, the CLT, or

capital leadership team review document, which is the
seven-page document.
CHAIRMAN CARTER: Hang on a second. Let me find that

one.
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l MR. REHWINKEL: That was the first one that I handed
out, and it probably should be given a number for
“identification purposes.

CHAIRMAN CARTER: Let me flip over to my little list

lhere.

MR. YOUNG: Mr. Chairman.

CHAIRMAN CARTER: Mr. Young.

MR. YOUNG: It will be marked as Exhibit Number 110.

CHAIRMAN CARTER: Commissioners for your records,
110. A short title, Mr. Rehwinkel?

MR. REHWINKEL: I would call it CLT Project Review.

CHAIRMAN CARTER: Great. CLT Project Review. Great

ftitle. Okay. Now, you had another document?

MR. REBWINKEL: The third document that I offered for
cross-examination purposes was the -- it was the adjustments to
kplant—in—service accounts.

CHAIRMAN CARTER: Is that the one that says

comparison of 2007 —-

MR. REHWINKEL: Yes, Mr. Chairman, that is a
four-page document.

CHAIRMAN CARTER: So, Commissioners, that will be
111. Mr. Young.

MR. YOUNG: If we can get an extra copy of that.

MR. REHWINKEL: I have one. And that's all. Those

are the only two. 2nd I apologize for the oversight.
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CHAIRMAN CARTER: Hang on. Just hang on for a

second. Give me a short title.

MR. REHWINKEL: That would be plant-in-service
projections.

CHAIRMAN CARTER: Okay. Plant-in-service
projections. Okay.
I MR. YOUNG: We have a copy.
CHAIRMAN CARTER: Most of this was in evidence
Walready, right?
" MR. REHWINKEL: I believe that --
& CHAIRMAN CARTER: And the basis for my question is
‘that I was going to go ahead on and see if there was any
1objections to admitting it into evidence.

MR. REHWINKEL: Pages 3 through 4 already are because

they are a late-filed exhibit to Mr. Chronister's deposition.

CHATRMAN CARTER: Let's hear from the companies.
MR. WAHLEN: No, we have no objection.
L CHAIRMAN CARTER: Any of the parties? Okay.
1Commissioners, for the record, Exhibit 110 and 111 are entered
without objection. Mr. Rehwinkel.

MR. REHWINKEL: Thank you.

(Exhibit Number 110 and 111 marked for identification
Wand admitted into the record.)

CHAIRMAN CARTER: See there, I told you to check your

notes. That's all right. Anything further?
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MR. REHWINKEL: No. Thank you.
CHAIRMAN CARTER: Ms. Kaufman, you're recognized.

MS. KAUFMAN: Thank you, Mr. Chairman.

CROSS EXAMINATION

BY MS. KAUFMAN:

Q Good afternoon, Ms. Chronister.
A Good afternoon.
Q I'm Vicki Kaufman. I am going to ask you a couple of

questions on behalf of the Florida Industrial Power Users

Group. And I want to ask you just a few guestions about rate
case expense that we have had some discussion about before
lunch. You tell us in your direct testimony at Page 40 that

you want to collect $3,153,000 in rate case expense, correct?

A Yes.

Q So a little bit over $3 million we are talking about?
I A Yes.

Q That the ratepayers -- you want the ratepayers to

pick up that relate to you bringing this case for the rate

increase?
A Yes.
" Q I just wanted to clarify some guestions that

Commissioner Argenziano had in regard to the Huron amount that
“is included in your rate case expense, and that is about a

third of the $3 million, right?

A Yes.
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Q I am correct, am I not, that that project was not the
subject of a competitive bid or an RFP?
“ A I'm not familiar with the exact details of how. I
know they evaluated different companies to work with and then
choge a company.
Q I might be misremembering this, but I thought you

!told Commissioner Argenziano that the companies came and made

L
&

some sort of presentation.
i A Right, but I'm not familiar with the details of, you
hknow, exactly the mechanics of it.
H Q Would I be correct that the company hasn't provided
Hany information in the record for the parties or the

Commissioners to compare the services and prices that Huron is

Hcharging versus these other companies that you looked at?

A I don't know the answer to that.

Q Are you aware of there being anything in the recoxrd
on that?

A I'm not aware of anything.

Q Does Tampa Electric have a tax department?

A Yes.

Q Do you know how many employees are in that
department?

A I'm not sure of the exact number.

Q Do you have any feel for how many are in the
department?
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A Maybe 10 or 12 people.

Q Okay.

A I'm sorry, did you say Tampa Electric, because the
tax department is actually a TECO Energy department.

Q So in the TECO Energy tax department they have maybe
ten or so employees?

A Yes.

Q Did those employees work on the rate case?

A Not many cf them.

Q Did some of them work on the rate case?

A I think a couple of the staff members worked on the
rate case, ves.

Q I think you told Mr. Rehwinkel that you were of the
view that the company employees could have handled putting
together the rate case filing?

A No, I didn't answer that.

Q Do you believe that the current staff could not have
put together the rate case filing in this case?

A Yes, I believe that the current staff could not have
put together the rate case filing by itself.

Q Okay. But didn't vou also testify that many of the
employees at Tampa Electric worked on the rate case?

A Yes.

Q How many of the Tampa Electric employees would you

guess worked on the rate case filing?
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Well, you're asking me for a guess, so --
How about an estimate, if vou know.

I think it has probably touched four or five hundred

2And these are Tampa Electric employees?
Yes, and some TECO Energy employees.

And would I be correct that all the salaries of the

Tampa Electric employees are included in your rate case filing

here?

A

Q

In our normal operating costs, not in the rate case

wexpense bucket.

Exactly. Their salaries are included in the rates

that vou are seeking from the Commission?

A

Q
the stand.
regarding
know?

A

©

»

Q
A

Yes.
We also heard about Mr. Harris, who was previously on
Was the project that Mr. Harris participated in

the hurricane, was that competitively bid, do you

I don't know.

You don't know one way or the other?

Right, I don't know one way or the other.

Is there another witness that might know that?

I'm not aware of a witness that would know that

particular piece of information.

Q

And so I guess I would be safe to assume that there
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is nothing in the record that addresses whether vou looked at
other companies to perform that work or not?

A Correct.

Q I wanted to talk to you just for a minute about the
amortization of the rate case expense as opposed to the actual
dollar amount that we have spent some time on. You have
suggested a three-year amortization period, right?

A Correct.

Q And Mr. Pollock, FIPUG's witness, and as also Mr.
Schultz have suggested five years, right?

A Yes,

Q You agree, don't you, that the last time Tampa
Electric was in for a rate case was about 16 years ago?

A Yes,

Q And you also agree, don't you, that we should be
trying to match expense -- we should be trying to match expense
with the period of time the rates are going to be in effect?

A Yes.

Q You say in your rebuttal testimony at Page 42,

Line 16 and 17 --

A Yes.
Q You say you are relatively certain that -- and I am
going to just paraphrase it -- Tampa Electric is going to be in

for a rate case sooner than five years, right?

A Yes.
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Q You don't know when Tampa Electric is going to be in
for its next rate case, you do?

A No, not exactly.

Q You don't know if it is going to be five years, or

ten years, or 16 years, do you?

p—

ﬂ

Wthat I have here that you pointed out is in relation to my

A No, I don't. But the reason that I said the sentence

regponse to Commissioner Edgar, and the fact that we are going

——

to be spending $2.7 billion in capital over the next five

Wyears, and so that is what motivated that sentence for me.

Q But you haven't had any discussion with upper
management about when TECO might be back for its next rate
case?

A No.

Q Mr. Pollock also suggests in his testimony that
rather than basing your rate case expense on projections that
you should provide the actual invoices, correct?

A Correct.

Q And if I am understanding Exhibit 109, which is going
to be late-filed, you are going to be providing the actual
‘expenses and breakdowns of your experts and consultants?

l A Correct.
W Q And if the Commission chose it could use the actual

hexpenses rather than projected to determine rate case expense

and any disallowances, correct?
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A Yes, they could, but I wouldn't agree with that
methodology, because there is expenses still to be incurred,
and it would be more appropriate in a projected test year to
use the projected expenses which would include expenditures
that haven't been made yet.

Q But you would agree that actual expenses have to be
by their nature more accurate than projected expenses, correct?

A No, I think the projection of expenses is more
accurate of what the projected total will be in the future. If
you use actual now you are actually guaranteeing to have the
wrong number if you are planning on having more expenditures in
the future.

Q Right, but if the Commission required the company to
file its actual expenditures for the rate case, that has to be
more accurate than a projection, correct?

A Well, more accurate is a relative term. If you say
actual expenditures at this point in time would egual actual
expenditures at this point in time then, yes, that would be the
most accurate. But if you are saying I have projected
expenditures, then the most accurate version of that projected
expenditure wouldn't be what I have spent so far, it would be
the projected expense.

Q I understand. Let me try to make my question more
clear. I'm sorry if I wasn't. If the Commission were to

require the company to provide all of its actual expenses
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whenever they were incurred, at the conclusion when you

received your invoices, those numbers would by necessity be

|
|

more accurate than projections because we know projections are
never right on point, right?

A Yes.

Q I just want to follow up on a gquestion or two that

Mr. Rehwinkel asked you about the Big Bend rail facility,

1
1
1
1

because I was a little bit confused. If we assume that that
facility is not going to come into service until January 2010,
would you agree that it is not properly included in a 2009 test
year? If you could answer yes or no and then explain, that
would be great.

A Okay. Can repeat the question?

Q I can. If we assume that the Big Bend rail facility
is not going to come into service until 2010, would you agree
that it is improper to include it in a 2009 test year?

a No, I wouldn't agree with that. I still think it is
appropriate to evaluate investments and operating costs that
will incur during the time proposed rates are in effect. And
if that is a significant enough investment or operating cost to
affect your return, then it is something the Commission should
consider even if the first month of operation was January. 1T
think it would still be proper to have an annualization
adjustment.

Q What if it doesn't come into service un