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PROCEEDI NGS

2 CHAl RVAN GRAHAM  Ckay. Good norni ng
3 everyone. Let's try that again. Good norning.
4 (Chorus of good norning.)
5 CHAl RVAN GCRAHAM  Let the record showthis is
6 Thur sday, COctober 17th still. The tinme is 10:52 by
7 that clock in the back. This is our SoBRA heari ng,
8 Docket No. 20190136-EI. W are convening this
9 hearing and staff, if | can get you to read the
10 noti ce, please.
11 MR, SCHRADER: By notice, this tine and pl ace
12 was set for a hearing in Docket No. 20190136-El.
13 The purpose of the hearing is set out nore fully in
14 t he noti ce.
15 CHAI RMVAN GRAHAM  Ckay. Let's take
16 appear ances.
17 MR. WHALEN: Good norning, Conm ssioners. |'m
18 Jeff Whalen of the Ausley McMillen Law Firm
19 Appearing with ne today are Ji m Beasl ey and Mal col m
20 Means of the sane firm | also have with nme today
21 Penel ope Rusk, who is the Director of Regul atory
22 Affairs for Tanpa El ectric Conpany.
23 MR, REHW NKEL: Good norning, M. Chairmn and
24 Comm ssioners. M nanme is Charles Rehwi nkel with
25 the O fice of Public Counsel, and |I'm appearing
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 here today with J.R Kelley, the Public Counsel, on

2 behal f of Tanpa El ectric Conpany's custoners.

3 MR, SCHRADER: Kurt Schrader and Walt

4 Trierweiler for staff.

5 M5. HELTON: And Mary Anne Helton here as your

6 advi sor, along with your CGeneral Counsel, Keith

7 Hetri ck.

8 CHAI RMAN GRAHAM  kay. Thank you and

9 wel cone, all. Staff, prelimnary matters.

10 MR. SCHRADER: Yes, staff notes that FIPUG has
11 asked for and has been granted excusal fromthis

12 proceedi ng. On Cctober 2nd, 2019 TECO fil ed

13 proposed Type-2 stipulations on all issues in this
14 docket, with OPC agreeing to all proposed

15 stipulations and FI PUG taking no position. M nor
16 revisions to the proposed stipulations were filed
17 on QOctober 8th, 2019. Pursuant to the proposed

18 stipulations, the parties have agreed to the

19 excusal of |egal wi tnesses and staff has confirned
20 with the Commi ssion their excusal prior to today's
21 heari ng.

22 CHAl RVAN GRAHAM  Ckay. (Opening statenents.
23 Next we'll have the opening statenents. Each party
24 Wi Il present a brief opening statenent. Each party
25 will take no longer than -- no |longer than three
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 m nutes. Wi was the prehearing officer on this?

2 COW SSI ONER PCLMANN:  You' re wel cone.

3 CHAl RMAN GRAHAM  Comm ssi oner Pol mann, |

4 absolutely | ove you, man.

5 Ckay. (Opening statenents.

6 MR. WHALEN: Good norni ng, Conm ssi oners.

7 Today Tanpa El ectric Conpany seeks approval of its

8 third sol ar-based rate adjustnment for two sol ar

9 projects. One is called the Wnauna Sol ar Proj ect
10 and the second is Little Manatee River, or LMR

11 They total approximately 149.3 negawatts. W are
12 seeki ng approval of these projects pursuant to

13 order No. PSC 20170456, which was issued in 2017,
14 and it approved our settlenent agreenent with the
15 consuner parties.

16 Par agraph six of that agreenent is not general
17 approval to build utility scale of solar. Rather,
18 it creates a specific path for approval of certain
19 qual i fying solar projects and all ows sol ar-based

20 rate adjustnents for those. Paragraph six allows
21 the conmpany to build and get cost recovery of solar
22 projects that are cost effective as contenplated in
23 t he agreenent and have a projected installed cost
24 of less than $1,500 per kilowatt AC.

25 The agreenent al so specifies the rate design
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1 criteria to be used to recover the costs of the

2 solar projects. In this case, the projected

3 installed costs for Wrmauma and LMR are $1, 479 and

4 $1, 410 per KWAC and are bel ow the $1,500 cap. They

5 are also cost-effective. The rates for your

6 consi deration today have been designed in

7 accordance with the agreenent.

8 The proposed stipulations in the prehearing

9 order are supported by the testinony of the three
10 of Tanmpa Electric's witnesses and the exhibits in
11 t he conprehensive exhibit list, which includes the
12 responses to Tanpa Electric's discovery requests.
13 l'"d like to briefly address the

14 recently-announced state incone tax rate reduction,
15 whi ch Tanpa Electric addressed in a letter filed in
16 this docket on Monday, COctober 14th. Tanpa

17 El ectric acknow edges that the state corporate

18 i ncone tax rate reduction falls within the scope of
19 Par agraph 9 of the conpany's 2017 agreenent. That
20 par agr aph governs how the conpany wi Il address the
21 i npact of state tax rate changes on the conpany's
22 base revenues for the period fromJanuary 1, 2019
23 to Decenber 31st, 2021. Paragraph 9B of the

24 agreenent requires, anong other things, that Tanpa
25 El ectric reduce its base rates and charges to
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Premier Reporting

(850) 894-0828 Reported by: Dana Reeves



1 reflect the inpact of the tax rate change on its

2 annual revenue requirenent. It also requires the
3 conpany to adjust any SoBRA s that have not yet
4 gone into effect, to specifically account for the
5 state incone tax rate change. Tanpa Electric
6 intends to file a petition to fill its obligations
7 to address the new | ower tenporary state incone tax
8 rate, with a target effective date of January 1,
9 2020.
10 As soon as possible, we'll be working with the
11 consuner parties and the staff to pursue that
12 petition with efficiency and di spatch. Tanpa
13 Electric wll fulfill its obligation to adjust the
14 third SoBRA for the state tax rate reduction as
15 part of its general petition. The proposed
16 effective date of the third SoBRA, which is January
17 1 of 2020, is the sane as the target effective date
18 for the conpany's soon-to-be-proposed base-rate
19 change so the two can be acconplished together.
20 To the extent there are any timng issues that
21 come up in that, there is a true-up nechani sm
22 t hrough the environnental -- or the energy
23 conservation cost recovery clause that could be
24 available to help with that.
25 Tanpa El ectric believes that the evidence in
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 the record supports the stipulations presented in

2 the prehearing order and our letter filed on Monday
3 outlines the plan to address the recent state tax
4 rate change. W note that the parties have agreed
5 to or do not object to the stipulations that are in
6 the proposed -- in the prehearing offer and they
7 al so are confortable with our proposal for
8 addressing the state tax rate change.
9 So we ask that you approve the proposed
10 stipulations as presented in the prehearing order
11 and we're avail able to answer any questions you may
12 have.
13 CHAI RMAN GRAHAM  Thank you, sir. M.
14 Rehwi nkel .
15 MR, REHW NKEL: Thank you, M. Chairnman and
16 good norning, Conm ssioners. On behalf of the
17 Publ i ¢ Counsel and the custoners of Tanpa El ectric
18 Conpany, | am appearing today in an unusual
19 position in support of an affirmative stipulation,
20 or a Type-1, on all issues in the third tranche of
21 the third sol ar-based rate adjustnent, or SoBRA,
22 aut hori zed under the 2017 settl enent agreenent
23 between the intervenors and Tanpa El ectric Conpany.
24 | will reiterate that the Public Counsel
25 strongly believes today, as he did in 2017, that
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 the agreenent that facilitated Tanpa El ectric
2 Conpany's outsized foray into solar generation was
3 in the public interest, was historic and was the
4 correct thing to do.
5 W are stipulating to the Conm ssion's
6 approval of the third tranche because we agree that
7 it neets the letter and spirit of the 2017
8 settl enent agreenent. W are not signaling,
9 however, that any sol ar generation, regardl ess of
10 need, can be built and added to rate base. Only
11 t hose additions that neet the specific negotiated
12 criteria of the give-and-take settlenents entered
13 into in 2016 and 2017 can be added to rate-base
14 W t hout a conpany neeting the strong burden of
15 proof in neeting the traditional strict show ng of
16 need and that they are the nost cost-effective
17 generati on opti on.
18 This and the other SoBRA filings do not change
19 decades of Comm ssion practice and policy regarding
20 generation additions criteria. |In the past,
21 Commi ssi oners, we have rai sed objections and
22 concerns about the leasing of land in the anbit of
23 Duke SoBRA cases. In this case, Tanpa Electric has
24 built a facility, or is proposed to build a
25 facility, on a | eased property with an operating
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 termof 30 years. W have shared our views on this

2 arrangenent with the conpany and are confi dent they

3 wi || address our views or our concerns noving

4 forward. W also believe that the conpany has

5 adequat el y expl ai ned the uni que and unavoi dabl e

6 circunstances that lead to a | ease instead of

7 fee-sinple ownership. | would also like to take

8 the opportunity here today to state that Tanpa

9 El ectric Conpany has been extraordinarily

10 forthcom ng in discovery responses in a nmanner that
11 has given the Public Counsel confidence that the

12 proposed solar facilities fully conport with the

13 letter and intent of the 2017 agreenent.

14 In sum we support your vote approving this

15 petition in the public interest. | do need to nmake
16 one further point, which is that | amobligated to
17 make because of sonething that happened in the

18 first tranche. |In Paragraph 6B of the 2017

19 settlenent, Tanpa Electric was given an incentive
20 to build | ower-cost solar facilities for at |east
21 the first 400 nmegawatts in the form of an

22 opportunity to build a fourth tranche of up to 50
23 negawatts above the initial 550 of additional solar
24 generation if they neet a cost threshold of $1,475
25 a kilowatt AC.
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 During the May 8th, 2018 hearing, on the first

2 SoBRA, the OPC raised an i ssue about whether this
3 I ncentive was based on an i ndependent threshold
4 requi renent for each of the first two tranches, or
5 if it was an average threshol d requirenent
6 cal cul ated over the conmbined first two years. Qur
7 cross exam nation of the conpany, Wtness Rocha, at
8 pages 135 and 136 of that transcript, illustrates
9 that issue. It was agreed that the term nation of
10 this matter was to be put off for another day.
11 And, Conm ssioners, we are on the cusp of that
12 ot her day today. And, accordingly, the Public
13 Counsel will sit down with the conpany and ot hers,
14 I n advance of any potential fourth tranche filing
15 and exchange views in an effort to resolve this
16 issue in the interest of clarity and certainty.
17 That issue, however, is not part of the stipulation
18 here and I will not burden you further with it. |
19 amnerely putting all stakehol ders on notice that
20 the issue renmains unresolved and it is not resolved
21 by the stipulation that you have before you, and
22 which is confidently entered into by the Public
23 Counsel today.
24 Thank you, Conm ssioners. And we, again,
25 support the stipulation as being in the public
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 interest and | concur with M. Whalen's statenents

2 about the tax treatnent and how that's proposed to
3 be handl ed. Thank you. And we are available to
4 answer any questions as the process goes forward.
5 CHAl RVAN GRAHAM  Thank you. Ckay. Let's
6 deal with the record. Staff, is there any prefiled
7 testinony?
8 MR. SCHRADER: Yes, Conmi ssioner. W ask that
9 the prefiled direct testinony of TECO wi t nesses,
10 Mark D. Ward, Jose A. Aponte and WIliam R Ashburn
11 be inserted into the record as though read.
12 CHAl RVAN GRAHAM  We' I | insert the prefiled
13 direct testinony of Ward, Aponte and Ashburn into
14 the record as though read.
15
16
17
18
19
20
21
22
23
24
25
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

MARK D. WARD

Please state your name, address, occupation, and

employer.

My name is Mark D. Ward. My business address is 702 N.
Franklin Street, Tampa, Florida, 33602. I am employed by
Tampa Electric Company (“Tampa Electric” or “company”) as

Director of Renewables.

Please provide a brief outline of your educational

background and business experience.

I earned a Bachelor of Science in Mechanical Engineering
from University of Alabama in Huntsville in 1984. I have
thirty-five years of combined professional experience as
a Department of Defense contractor and working for public
utilities and independent power producers. Twenty-three
years of my experience has been with electric utilities

and independent power producers.

I worked for Tampa Electric from 1996 to 2001, where I
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served as Manager of Generation Planning and provided
management support for the development of Tampa
Electric’s Bayside Power project. From 2001 to 2007, I
served in mid- to senior level management positions at
various companies involved in the power industry. These
companies included: Entergy Asset Management, an
unregulated subsidiary of Entergy; the Shaw Group, an
engineering and construction firm; and TXU, a regulated
electric utility. From 2007 to 2014, I served as President
of the Mesa Power Group. Mesa Power was a renewable energy
developer with a primary focus in large scale wind
development. From 2014 to 2016, I managed an energy
consulting practice with clients primarily in solar, wind

and combined heat and power.

I was re-hired by Tampa Electric in December 2016 as
Director of Renewables. My responsibilities in this
position include management oversight with respect to
Tampa Electric’s renewable enerqgy strategies and
projects. This includes the execution of Tampa Electric’s
600 MW of utility scale solar projects described in the
2017 Amended and Restated Stipulation and Settlement
Agreement (V2017 Agreement”) that was approved by the
Commission in Order No. PSC-2017-0456-S-EI, issued in
Docket Nos. 20170210-EI and 20160160-EI on November 27,

2
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2017.

Have vyou previously testified or submitted written
testimony before the Florida Public Service Commission

(“Commission”) ?

Yes. I submitted direct and rebuttal testimony on behalf
of Tampa Electric in Docket No. 19981890-EI (In re:
Generic Investigation 1into Aggregate Electric Utility
Reserve Margins Planned for Peninsular Florida). I
submitted direct and rebuttal testimony on behalf of Tampa
Electric on the prudency of replacement fuel and purchased
power costs in Docket No. 19990001-EI (In re: Fuel and
Purchased Power Cost Recovery Clause and Generating
Performance Incentive Factor) . I submitted direct
testimony on behalf of Tampa Electric regarding the Gannon
Repowering Project 1in Docket No. 19992014-EI (In re:
Petition by Tampa Electric Company to Bring Generating

Units into Compliance with Clean Air Act).

In addition, while working for Mesa Power Group, LLC, I
submitted direct testimony before the Minnesota Public
Utilities Commission on behalf of AWA Goodhue, LLC in MPUC
Docket No. IP6701/WS-08-1233 (In the matter of the
Application by AWA Goodhue Wind, LLC for a Site Permit

3
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for a Large Wind Energy Conversion System for a 78 MW Wind

Project in Goodhue County).

I also served as a member of a panel of witnesses during
the November 6, 2017 hearing on the 2017 Agreement, and
most recently, I testified before this Commission in
Docket No. 20170260-EI, petition for limited proceeding
to approve First Solar Base Rate Adjustment (“SoBRA”),
effective September 1, 2018, by Tampa Electric Company.
I submitted direct testimony in Docket No. 20180133-ETI,
petition for limited proceeding to approve Second Solar
Base Rate Adjustment, effective January 1, 2019, by Tampa

Electric Company.

What are the purposes of your prepared direct testimony?

The purposes of my prepared direct testimony are to: (1)
explain the company’s plans to build solar photovoltaic
generating facilities to serve its customers; (2)
describe the company’s Third SoBRA projects (“"Third
SoBRA”) expected to be in service by January 1, 2020; and
(3) demonstrate that the projected installed costs for
the two Third SoBRA projects are below the $1,500 per
kilowatt alternating current (“kWa..”) installed cost cap
contained in the 2017 Agreement.

4
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Have you prepared an exhibit to support your prepared

direct testimony?

Yes. Exhibit No. (MDW-1) was prepared under my

direction and supervision. It consists of the following

two documents:

Document No. 1 Wimauma Solar Project Specifications
and Projected Costs

Document No. 2 Little Manatee River Solar Project

Specifications and Projected Costs

How does your prepared direct testimony relate to the
prepared direct testimony of the company’s other two

witnesses?

My prepared direct testimony describes the two Third SoBRA
projects, Wimauma Solar and Little Manatee River (“LMR”)
Solar, for which cost recovery is requested, as well as
their projected in-service dates and installed cost per
kWae. Tampa Electric’s witness Jose A. Aponte uses the
projected installed project cost in my direct testimony
to calculate the annual revenue requirement for the Third
SoBRA. The company’s cost of service and rate design
witness, William R. Ashburn, uses the annual revenue
requirement to develop the proposed customer rates for

5
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the Third SoBRA.

TAMPA ELECTRIC’S SOLAR PLANS

Q.

Please describe the company’s overall plan to install

solar photovoltaic (“PV”) generating facilities.

Through 2021, Tampa Electric plans to add six million
solar modules in 10 new solar PV projects across its
service territory in West Central Florida. This amounts
to a total of 600 megawatts (“MW”) of cost-effective solar
PV energy, which is enough electricity to power more than
100,000 homes. When the projects are complete, about seven

percent of Tampa Electric’s energy will come from the sun.

These solar additions are a continuation of Tampa
Electric’s long-standing commitment to clean energy. The
company has long believed in the promise of renewable
energy because it plays an important role in our energy
future. As a member of the Emera family of companies,
Tampa Electric is committed to transitioning its power
generation to lower carbon emissions with projects that

are cost-effective for customers.

The 600 MW of cost-effective solar PV will be added to
the company’s generating fleet in four tranches. In May

6
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2018, the company received approval for 144.7 MW of PV
solar generation with an in-service date of September 1,
2018. Tampa Electric received approval to place another
260.3 MW in-service as of January 1, 2019 and plans to
place approximately 149.3 MW in service by January 1,
2020, with the balance, approximately 50 MW, to be placed

in service by January 1, 2021.

The focus of my prepared direct testimony is the company’s
planned Third SoBRA projects, totaling 149.3 MW with a
planned in-service date of January 1, 2020. The maximum
allowable MW that may be included for cost recovery as

part of the Third SoBRA is 150 MW.

THIRD SOBRA PROJECTS

Q.

Please describe the two Third SoBRA projects.

The two Third SoBRA projects are known as Wimauma Solar
and LMR Solar projects. The projects use single axis
tracking systems, each designed to produce the optimal
energy output for the particular site conditions. The
74.8 MW Wimauma Solar project is located in Hillsborough
County, Florida on approximately 500 acres of land that
was previously wused for agricultural purposes. The
74.5 MW LMR Solar project 1is located in Hillsborough

7
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County, Florida on 603 acres of 1land that was also
previously used for agriculture. My exhibit contains
project specifications, a general arrangement drawing,
and projected installed costs in total and by category

for each project.

When does the company expect the Third SoBRA projects to

begin commercial service?

Based on the current engineering, permitting,
procurement, and construction schedules, the company
expects the two projects to be complete and in service on

or before January 1, 2020.

What arrangements has the company made to design and build

the Third SoBRA projects?

The Wimauma project was designed and will be built using
the same general contractual arrangements and processes
that were used for the First and Second SoBRA projects as
described in my prepared direct testimony in Docket Nos.

20170260-EI and 20180133-EI.

The company used a competitive ©process to review
qualifications, experience, safety and cost and to

8
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identify and select a full-service solar developer for
the Wimauma Solar project. Tampa Electric selected Moss
Construction from three qualified developers and executed
a contract for project development and Engineering,
Procurement, and Construction (“EPC”) services for the

Wimauma Solar project.

The company also used a similar competitive process to
select LMR Solar as the second project in the Third SoBRA.
In this case, two developers approached Tampa Electric
with individual solar project sites that they originated
in Tampa Electric’s service area. After reviewing the
developers’ sites, qualifications, experience, safety,
and project costs, Florida Renewable Partners (a NextEra
subsidiary) and its LMR Solar site was selected as the

second project in the Third SoBRA Tranche.

The company executed two contracts with Florida
Renewables Partners for LMR Solar. The first contract is
to develop and permit the site, and the second contract

is to construct the solar project.

Has the company procured the land necessary for the solar

projects?
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Tampa Electric purchased 1land for the Wimauma Solar
project, which is located in Hillsborough County. Tampa
Electric continues to employ a screening and due diligence
process to select 1its solar sites that includes
geotechnical studies, environmental surveys and wetland
delineation. The Wimauma site was evaluated and selected
after considering environmental assessments, size of the
project, proximity to Tampa Electric transmission
facilities, cost of land, and suitability of the site for
solar PV construction. The site is approximately 500 acres

in size.

LMR Solar will be located on approximately 603 acres of
land in Hillsborough County: Florida Renewablesg Partners
holds a 30-year lease. The location of this project was
selected by Florida Renewables Partners, and the lease
will be assigned to Tampa Electric prior to the
commencement of construction. Florida Renewables Partners
uses a similar screening and due diligence process as
Tampa Electric to determine site feasibility for a PV

solar project.

Each project is located in Tampa Electric’s retail service

territary-
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Why is LMR Solar being constructed on leased land?

Florida Renewable Partners had signed a long-term lease
with the landowner prior to entering into a contract with
Tampa Electric. Because the long-term lease payments are
in line with the current market terms that exceed the
useful life of LMR Solar, there is no significant impact
on total project costs as the result of leasing rather

than purchasing the land.

What is the status of project design and engineering for

the Third SoBRA?

The engineering and design of the Wimauma Solar project
is nearly 100 percent complete, permit applications were
filed in April 2019, and long lead equipment and materials
have been ordered. The project is expected to receive
permits in late June or early July, at which time the

project will commence construction.

The engineering and design of LMR Solar is also nearly
100 percent complete, permit applications were filed in
April 2019 and long lead equipment and materials have been
ordered. The project 1is expected to receive permits in
late June or early July, at which time the project will
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commence construction.

Has the company purchased PV modules necessary to

construct the projects?

Tampa Electric has purchased First Solar series four
modules for both Third SoBRA projects. The modules that
will be used for Wimauma Solar and LMR Solar are part of
the bulk purchase from First Solar in 2017. The First
Solar module purchase enabled the company to lock in
competitive prices while avoiding the module tariff that

became effective in 2018.

What other procedures did the company use to ensure that

the costs of the projects are reasonable?

Tampa Electric also monitors published costs of other
projects, particularly those in Florida. A recent NREL
report that Dbenchmark’s EPC solar costs, Y“U.S. Solar
Photovoltaic System Cost Benchmark: Q1 2018” shows 100 MW
utility scale PV systems with single axis tracking as
costing on average $1,381 per kWi excluding land costs.
Tampa Electric’s Third SoBRA EPC cost averages $1,341 per
kWac, excluding land and Allowance for Funds Used During
Construction (“AFUDC”).

12
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Lastly, in Docket ©No. 20190001-EI, another Florida
investor owned utility requested cost recovery for their
PV all-in-solar project costs for fixed tilt systems that
range in cost from $1,399 per kWac to $1,407 per kWi for
fixed tilt systems. In comparison, Tampa Electric’s Third
SoBRA average cost is $1,444 per kWac (including land and
AFUDC) for single axis tracking systems. The slightly
higher costs for the Tampa Electric projects are due to
the higher cost of single axis tracking technology and

steel tariffs that are now in place.

PROJECTED INSTALLED COSTS

Q.

Q.

A.

What are the projected installed costs for the Third SoBRA

Projects?

The projected installed costs of the Third SoBRA are shown

in the following table:

Third SoBRA Projects Cost/kWac
Wimauma Solar Project $1,479
LMR Solar Project $1,410

What costs were included in these projections?

The projected total installed cost broken down by major
category for the Third SoBRA is shown on Document Nos. 1
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and 2 of my exhibit.

The projected costs shown 1in my exhibit reflect the
company’s best estimate of the cost of the projects; they
include the types of costs that traditionally have been
allowed in rate base and are eligible for cost recovery
via a SoBRA. These costs include: EPC costs; development
costs including third party development fees, if any;
permitting and land acquisition costs; taxes; utility
costs to support or complete development; transmission
interconnection cost and modules and equipment costs;
costs associated with electrical balance of system,
structural balance of system; AFUDC at the weighted
average cost of capital from Exhibit B of the 2017
Agreement; and other traditionally allowed rate base

costs.

How were the projected cost amounts in your exhibit

developed?

Tampa Electric worked with the developers to determine
the all-in-costs for the Third SoBRA and uses an iterative
approach to update project costs as site due diligence
and engineering and design are conducted. This includes
negotiating and executing the module supply agreement,
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reviewing equipment specifications and pricing, reviewing
the scope of work and balance of system costs, and
acquiring land and cost estimates to engineer, permit,

and construct the projects.

How did the company calculate the cost of land to be used
in the calculation of the project’s projected installed
cost and comparison to the $1,500 cost per kWac cap in the

2017 Agreement?

The cost of the Wimauma Solar site is $174.52 per kWac
($13.1 million), or $26,108 per acre. This was calculated

using the actual purchase price of the land.

The imputed value of the LMR Solar site is $85 per kWac
($6.3 million), or effectively $10,485 per acre. This was
calculated as the net present value of future lease
payments discounted at the 7.183 percentage rate updated
as required by the 2017 Agreement. When this wvalue is
added to the $1,410 cost per kWac shown above, the
projected installed cost of the LMR project is below the

$1,500 per kWac installed cost cap in the 2017 Agreement.

Are the projected installed costs shown in your exhibit
eligible for cost recovery via a SoBRA pursuant to the

15
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2017 Agreement?

Yes. The SoBRA mechanism in the 2017 Agreement includes
a strict cost-effectiveness test and a $1,500 per kWac
installed cost cap to protect customers. The projected
installed costs shown in my exhibit are lower than the
$1,500 per kWac installed cost cap, so the Third SoBRA
projects meet the first test for cost recovery under the
2017 Agreement. Witness Aponte demonstrates that the two
projects are cost-effective in his prepared direct

testimony filed in this docket.

The actual installed costs will be trued up through the
SoBRA mechanism once the developers complete the projects

and Tampa Electric closes the work orders.

SUMMARY

Q.

Please summarize your prepared direct testimony.

Tampa Electric 1is developing two single axis tracking
solar PV projects for an in-service date on or before
January 1, 2020. The 74.8 MW Wimauma Solar site and the
74.5 MW LMR Solar site are located in Hillsborough County,
Florida. The sites are between 500 and 603 acres in size
and will support the respective projects. The anticipated
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cost for each project ranges from $1,410 per kWac to $1,479

per kWac. Each project qualifies for SoBRA cost recovery

under the 2017 Agreement.

Does this conclude your prepared direct testimony?

Yes, it does.

17
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TAMPA ELECTRIC COMPANY
DOCKET NO. 2019 -EI
FILED: 06/28/2019

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

JOSE A. APONTE

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

My name 1i1s Jose A. Aponte. My business address is 702 N.
Franklin Street, Tampa, Florida 33602. I am employed by
Tampa Electric Company (“Tampa Electric” or “company”) as
Manager of Generation Planning. My responsibilities
include identifying the need for future resource additions
and analyzing the economic and operational impacts to Tampa

Electric’s system.

Please provide a brief outline of your educational

background and business experience.

I graduated from the University of South Florida with a
Bachelor’s degree and a Master of Science degree 1in
Mechanical Engineering. I am a registered Project

Management Professional (“PMP”).

In 1999, I was employed by Tampa Electric as an engineer

in the Inventory Management and Supply Chain Logistics
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team. In 2004, I became supervisor for the Materials and
Quality Assurance Department at the Big Bend Power Station.
Since 2008, I have held several positions in the Resource

Planning department at Tampa Electric.

I have twenty vyears of accumulated electric wutility
experience working in the areas of planning, systems
integration, data analytics, revenue requirements, project
economic analysis, and engineering. I was appointed to my
current ©position, Manager of Resource Planning, in

December 2017.

What are the purposes of your prepared direct testimony?

The purposes of my prepared direct testimony are to: (1)
describe the provisions in the company’s Commission-
approved Amended and Restated 2017 Settlement and
Stipulation Agreement (“2017 Agreement”), as memorialized
in Order No. PSC-2017-0456-S-EI, issued on November 27,
2017, that allow cost recovery of solar generation projects
through a Solar Base Rate Adjustment (“SoBRA”); (2) sponsor
and explain the calculation of the revenue requirement for
the company’s SoBRA for the two projects comprising the
company’s third tranche of solar generation (“"Third
SoBRA”) effective January 1, 2020; and (3) demonstrate

2
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that the two projects in the company’s Third SoBRA satisfy
the cost-effectiveness test specified 1in the 2017

Agreement.

Have vyou prepared an exhibit to support your prepared

direct testimony?

Yes. Exhibit No. (JAA-1) was prepared by me or under
my direction and supervision. It consists of the following

four documents:

Document No. 1 Demand and Energy Forecast
Document No. 2 Fuel Price Forecast
Document No. 3 Revenue Requirements for Third SoBRA

Document No. 4 Cost-Effectiveness Test for Third SoBRA

How does your prepared direct testimony relate to the
prepared direct testimony of Tampa Electric witnesses Mark

D. Ward and William R. Ashburn?

Tampa Electric witness Ward’s prepared direct testimony
describes the two solar projects, Wimauma Solar and Little
Manatee River (“LMR”) Solar, for which cost recovery is
requested via the company’s Third SoBRA, as well as their
projected in-service dates and installed cost per kilowatt

alternating current (“kWac”). I use the projected installed

3
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project cost in witness Ward’s prepared direct testimony
to calculate the annual revenue requirement for the Third
SoBRA. The company’s cost of service and rate design
witness, William R. Ashburn, wuses the annual revenue
requirement described in my prepared direct testimony to

develop the proposed customer rates for the Third SoBRA.

2017 AGREEMENT

Q.

Please generally describe the 2017 Agreement.

The 2017 Agreement amends and restates the 2013 Agreement,
extends the general base rate freeze included in the 2013
Stipulation, 1limits fuel hedging and investments 1in
natural gas reserves, protects customers after federal tax
reform and replaces the Generation Base Rate Adjustment
(“"GBRA”) mechanism in the 2013 Agreement with a SoBRA

mechanism.

The SoBRA mechanism in the 2017 Agreement includes a strict
cost-effectiveness test and a $1,500 per kWi installed

cost cap (“Installed Cost Cap”) to protect customers.

The SoBRA mechanism enables the company to significantly
reduce its carbon emissions profile and its dependence on

carbon-based fuels by installing and receiving cost

4
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recovery for up to 600 MW of photovoltaic single axis
tracking solar generation. This major addition of solar
generation continues the company’s transformation into a
cleaner, more sustainable energy company, thereby
improving fuel diversity and reducing its exposure to
financial and other risks associated with burning carbon-
based fuels. Because the fuel cost of solar generation is
zero, 1t will provide an important measure of price
stability to customers. The 2017 Agreement also allows the
company to take maximum advantage of the existing 30
percent solar investment tax credit (“ITC”) for the benefit

of customers, before the credit is reduced in future years.

What are the key SoBRA cost recovery provisions in the

2017 Agreement?

There are several key provisions in the 2017 Agreement.
First, subparagraph 6(b) of the 2017 Agreement authorizes
Tampa Electric to seek recovery of up to 150 MW of new
solar generation to be in service on or before January 1,
2020 through a SoBRA. Per the 2017 Agreement, the effective
date of the Third SoBRA can be no earlier than January 1,
2020, and its maximum incremental annual revenue

requirement may not exceed $30.6 million.
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Second, subparagraph 6(d) of the 2017 Agreement specifies
that the installed cost of each individual project to be
recovered through a SoBRA may not exceed $1,500 per kWac.
Witness Ward’s prepared direct testimony presents the
projected installed costs per kWac for the two projects in
the Third SoBRA and shows that the projected costs are

below this cap.

Third, subparagraph 6(g) of the 2017 Agreement states that
the cost-effectiveness for the projects in a SoBRA tranche
shall be evaluated in total Dby considering whether the
projects in the tranche will lower the company’s projected
system Cumulative Present Value Revenue Requirement
("CPVRR”) as compared to such CPVRR without the solar

projects.

Fourth, subparagraphs 6(a) through 6(c) of the 2017
Agreement specify that, subject to the revenue requirement
limits in subparagraph 6(b) of the 2017 Agreement, the
Third SoBRA revenue requirements will be calculated using
the company’s projected installed cost per kWa. for each
project in the tranche (subject to the Installed Cost Cap);
reasonable estimates for depreciation expense, property
taxes and fixed O0O&M expenses; an 1incremental capital

structure reflecting the then current midpoint return on

6
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equity and a 54 percent equity ratio, adjusted to reflect

the inclusion of the ITC on a normalized basis.

Fifth, subparagraph 6(d) of the 2017 Agreement specifies
that the types of costs of solar ©projects that
traditionally have been allowed in rate base are eligible
for cost recovery wvia a SoBRA, and lists the following
types of costs as examples: Engineering, Procurement and
Construction (“EPC”) costs; development costs including
third-party development fees, if any; permitting fees and
costs; actual land costs and land acquisition costs; taxes;
utility costs to support or complete development;
transmission interconnection costs; installation labor and
equipment costs; costs associated with electrical balance
of system, structural balance of system, inverters, and
modules; Allowance for Funds Used During Construction
("AFUDC”) at the weighted average cost of capital from
Exhibit B of the 2017 Agreement; and other traditionally

allowed rate base costs.

Finally, subparagraph 6 (m) of the 2017 Agreement specifies
that if the actual installed cost 1s 1less than the
Installed Cost Cap, the company and customers will share
in any beneficial difference with 75 percent going to
customers and 25 percent serving as an incentive to the

7
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company. If applicable, this incentive will be added to

the revenue requirement calculation.

ANNUAL REVENUE REQUIREMENT

Q.

What is the annual revenue requirement for recovering costs
associated with the two projects included in the Third

SoBRA?

The annual revenue requirement is $26,539,000 without the
incentive and $26,596,000 including the incentive. These
amounts were calculated using the projected installed
costs of the two solar projects in witness Ward’s prepared
direct testimony and 1in accordance with the revenue
requirement cost recovery provisions of the 2017

Agreement.

The annual revenue requirement for the Third SoBRA was
calculated using the approach used for the First SoBRA and
Second SoBRA and as described in R. James Rocha’s prepared
direct testimony in Docket Nos. 20170260-EI and 20180133-
EI. A summary of the annual revenue requirement calculation
is shown in Document No. 3 of my exhibit. This annual
revenue requirement amount including incentive is
approximately $4 million less than the revenue cap for
Third SoBRA in subparagraph 6(b) of the 2017 Agreement.

8
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Please explain the assumptions used in your calculation of

the annual revenue requirement.

I calculated the annual revenue requirement for the Third
SoBRA in accordance with the specifications of the 2017
Agreement. I began with the projected installed costs for
the two projects in the Third SoBRA as presented by witness
Ward, i.e., $1,479 and $1,410 per kW.., for Wimauma Solar

and LMR Solar, respectively.

I used the following capital structure specified in the
2017 Agreement: a 10.25 percent return on common equity
using a 54 percent equity ratio and a 4.8 percent long-
term debt rate on the remaining 46 percent debt in the
capital structure. The debt rate is the forecasted long-
term debt rate which, 1in accordance with the 2017
Agreement, reflects the prospective long-term debt
issuances during the first 12 months of operation of the
projects. The ITC associated with the Third SoBRA was
normalized over the 30-year 1life of the assets in
accordance with applicable 1Internal Revenue Service

regulations.

My calculation includes the projected impact of the
property tax exemption for solar projects.

9
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These assumptions were included in a model that considered
the solar project <costs along with the company’s
incremental capital costs and agreed upon capital

structure to arrive at a revenue requirement amount.

How many MW of solar generation is the company requesting

cost recovery for in its Third SoBRA?

Tampa Electric may recover costs for up to 150 MW of
additional solar capacity for the Third SoBRA. Tampa
Electric proposes to recover the costs for solar projects

totaling 149.3 MW in the Third SoBRA.

Please explain the calculation of the annual revenue
requirement for the Third SoBRA as presented in Document

No. 3 of your exhibit.

Document No. 3 uses the capital expenditures presented by
witness Ward without the imputed land cost of $85 per kWac
for the LMR Solar project. Document No. 4 uses the capital
expenditures presented by witness Ward including the
imputed land cost for the LMR Solar project of $85 per kWac
as an example of what the revenue requirements would be if
the land was purchased at the same price as the land lease
agreement. I calculated the book depreciation and the cost

10
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of capital using the capital structure described above,
adjusted for accumulated deferred taxes. I also added

property taxes and fixed operating expenses.

The as-built capacity of the Third SoBRA is expected to be
149.3 MW, and the revenue requirements for the Third SoBRA
will be based upon those MW as they are under the 150 MW
amount allowed for Third SoBRA, per the requirements of

the 2017 Agreement.

Is this a final revenue requirement amount, and how are

customers protected if it is not a final amount?

It is not a final revenue requirement amount, but customers
are protected through the true-up process. Subparagraph
6(g) of the 2017 Agreement specifies that this annual
revenue requirement amount will be trued up for the actual
installed cost and in-service dates of the projects
included in the Third SoBRA. Once the difference between
the estimated and actual costs is known, the true-up amount
will be included in the Capacity Cost Recovery Clause

factors, with interest applied.

Does the annual revenue requirement presented in vyour
exhibit reflect an incentive savings adjustment?

11
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Yes. Subparagraph 6(m) of the 2017 Agreement contains an
incentive designed to encourage Tampa Electric to build
solar projects for recovery under a SoBRA at the lowest
possible cost. According to subparagraph 6(m), if Tampa
Electric’s actual installed cost for a project is less
than the Installed Cost Cap, the company’s customers and
the company will share in the beneficial difference with
75 percent of the difference inuring to the benefit of
customers and 25 percent serving as an incentive to the
company to seek such cost savings over the life of this
2017 Agreement. The company has included the effect of the
incentive in its revenue requirement for the Third SoBRA
based on projected costs including the imputed wvalue of

land for the LMR Solar project.

Does the 2017 Agreement include an example of how the

incentive mechanism would work?

Yes. According to subparagraph 6(m), if the actual
installed cost of a solar project is $1,400 per kWi, the
final cost to be used for purposes of computing cost
recovery under this 2017 Agreement and the true-up of each
SoBRA would be $1,425 per kWae [0.25 times ($1,500 - $1,400)

+ $1,400].

12
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Please describe the incentive calculations for the Third

SoBRA based on the company’s projected installed costs.

Witness Ward projects the installed costs for the Wimauma
Solar and ILMR Solar projects to be $1,479 per kWi and
$1,410 per kWa. respectively, including interconnection,
AFUDC, and land costs. The calculation of the installed
costs including the incentive for each project is shown in
the following table.

Project Installed Cost Including Incentive per kWac

$1,483.9

Wimauma 0.25 * ($1,500 - $1,478.6) + $1,478.6

LMR 0.25 * ($1,500 - $1,495.1) + $1,495.1

$1,496.3

For LMR Solar, the project land was obtained through a
long-term lease, and the lease costs are included in the
revenue requirement. However, for purposes of calculating
the allowed company incentive, the company believes that
the 2017 Agreement requires that the land value must be
included in the total installed capital cost. As stated in
Tampa Electric witness Ward’s direct testimony, the
company calculated a land value for LMR Solar as the net
present value of the lease payments over the life of the
solar project, discounted at the 7.183 percent rate. The
company believes that this is consistent with the 2017
Settlement Agreement. As a result, $85 per kWac,

13
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representing LMR Solar’s land lease value, is included in
the total installed cost value for purposes of calculating
the incentive allowable for this project. Therefore, the
total installed cost for LMR Solar for purposes of
calculating the incentive is $1,410 per kWac + $85 per kWac,
or $1,495 per kWac. The incentive for all projects averages

approximately $3 per kWac.

COST-EFFECTIVENESS TEST

Q.

Please describe the cost-effectiveness standard 1in the

2017 Agreement.

Subparagraph 6(g) of the 2017 Agreement states that the
cost-effectiveness for the projects in a SoBRA tranche
shall be evaluated in total by considering only whether
the projects in the tranche will lower the company’s
projected system CPVRR as compared to such CPVRR without

the solar projects.

Have you evaluated the two projects covered by the Third

SoBRA as required by this cost-effectiveness test?

Yes. The two Third SoBRA projects lower the company’s
projected system CPVRR as compared to such CPVRR without
the solar projects by $16.5 million; therefore, the

14
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projects covered by the Third SoBRA satisfy the cost-
effectiveness test in the 2017 Agreement. The calculations
used to support this conclusion are based on the projected
installed costs presented in witness Ward’s prepared
direct testimony and the SoBRA incentive and are contained
in Document No. 3 and 4 of my exhibit. With the exception
of the residual value of land described below, the cost-
effectiveness calculation for the Third SoBRA was
performed using the approach used for the First and Second
SoBRAs and as described in R. James Rocha’s prepared direct

testimony in Docket Nos. 20170260-EI and 20180133-ET.

Why and how did the company include the residual value of
the land component of the Wimauma Solar project in its

cost—-effectiveness calculation?

The Third SoBRA is different from the company’s first two,
because one of the projects (LMR Solar) is being
constructed on leased land, which has no up-front capital
cost and will have no residual land value at the end of
the life of the project. In order to make the Wimauma Solar
and LMR Solar projects comparable in the Third SoBRA cost-
effectiveness calculation, the company elected to include
the residual value of the Wimauma Solar project land as a
benefit in the cost-effectiveness calculation, because it

15
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will have value beyond the useful lives of the solar panels
and related equipment. The company reflected this benefit
as a credit of the purchase cost at year 31, discounted to

arrive at the net present value.

Does the Third SoBRA satisfy the cost-effectiveness test
in the 2017 Agreement even i1if the company does not include
the residual wvalue of Wimauma Solar land 1in the

calculation?

Yes. The CPVRR of the residual value of the Wimauma Solar
land is $1.5 million. When the residual land value 1is
excluded, the two Third SoBRA projects lower the company’s
projected system CPVRR as compared to such CPVRR without
the solar projects by $15.0 million, as opposed to $16.5
million when the residual value of land is included. Thus,
the Third SoBRA projects are cost-effective whether or not

the residual value of land is considered.

Please explain the underlying assumptions used to
determine the projected system CPVRR, as reflected in

Document No. 4 of your exhibit.

The ©primary assumptions for the cost-effectiveness
calculations are the company’s demand and energy forecast

16
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and the fuel price forecast.

Demand and energy from Tampa Electric’s most recent long-
term load forecast are the same as the forecast that will
be used in the company’s annual filings for 2020 cost
recovery factors and its 2020 Ten Year Site Plan. The

forecast is shown in Document No. 1 of my exhibit.

The fuel forecast used in the CPVRR analysis is the same
as the one that will be used in preparing the 2020
projected costs and recovery factors to be submitted in
Tampa Electric’s annual filings for 2020 cost recovery
factors. The fuel forecast was prepared using the same
methodology the company has relied upon to develop its
fuel price forecast for each year for approximately the

past ten years and is shown in Document No. 2 of my exhibit.

Please explain how the $193.0 million projected wvalue of

fuel savings was determined.

Using the company’s Integrated Resource Planning process,
a long-term base case model was prepared without the third
tranche of solar generation. Next, starting from this base
case, a change case model was prepared with the third
tranche, 149.3 MW of solar generation, in service as of

17




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

49

January 1, 2020. The base case and change case were run
with the production cost modeling software to determine
system cumulative net present value revenue requirements,
including fuel costs. The cost associated with the change
case 1s subtracted from the base case to determine the

savings.

The fuel savings over the life of the project is $193.0

million, as shown in Document No. 5 of my exhibit.

Please describe how the capacity value of deferral

associated with the Third SoBRA projects was determined.

The company apportioned the wvalue of deferral for the
600 MW of solar contemplated in the 2017 Agreement to the
individual tranches specified in paragraph 6, so the Third
SoBRA was given a pro-rata share of the total value of
deferral for the 600 MW taken as a whole. Doing so is
consistent with the intent of the parties when the agreement
was negotiated. It is also consistent with the approach

used in the company’s First and Second SoBRA.

Paragraph 6 of the 2017 Settlement Agreement was intended
by the parties to give Tampa Electric an opportunity to
build 550 MW of cost-effective solar generation (plus an

18
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additional 50 MW as an incentive) over a period of time.
The total capacity was divided into three tranches (with an
optional fourth) and staged or allocated to future time
periods to accommodate orderly construction and to phase in
and moderate the rate impact to retail customers. During
the negotiations, the company disclosed its plans to
purchase the solar modules for the entire 600 MW and then
finalized the purchase in 2017. Although the specifics of
the cost-effectiveness test contemplated in the 2017
Settlement Agreement were not spelled out in paragraph 6,
the way in which the company has apportioned solar capacity
value and value of other deferred capacity in its CPVRR
calculation 1is consistent with the way the parties
discussed the solar additions in paragraph 6 of the 2017
Settlement Agreement. The company recognizes that this
approach is not consistent with the method the Commission
typically uses when attributing value of deferral in a CPVRR
project, and acknowledges that the approach used in its
SoBRA is not intended to have any precedential value to the
company or otherwise beyond the scope of the 600 MW of solar

contemplated in the 2017 Agreement.

The company calculated these capacity values of deferral
as a way to prorate the expansion plan savings from the
entire 600 MW in the Agreement across the Solar Generation

19
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Tranches. It is also the same ratable approach of value of
deferral wused when evaluating demand-side management
programs in Tampa Electric’s conservation dockets. This
was essential because expansion plan additions are
“lumpy,” and even 1 MW of Tranche 1 or 2 could be the
tipping point to defer an expansion plan addition while
Tranche 3 does not. To do otherwise would incorrectly
benefit one tranche at the expense of the other tranches
and would be inconsistent with the solar capacity additions
contemplated in the Agreement, which led the company to
plan and procure solar equipment for 600 MW of solar

generation.

The Third SoBRA solar projects do not change the expansion
plan compared to the base case expansion plan. The First
SoBRA and the full 600 MW did defer future units.
Therefore, Tampa Electric made the decision to pro-rate
the first unit deferred across all four tranches. The
credit shown derives solely from a value of deferral
calculated capacity wvalue of the Third SoBRA solar
projects. Only the firm (applies to reserve margin) portion
of capacity value is included as a credit. This calculation
is shown as a $42.9 million credit for the Third SoBRA, in

Document No. 5 of my exhibit.
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Please explain the projected system CPVRR calculations

reflected in Document No. 5 of your exhibit.

For the 149.3 MW being constructed, the differential CPVRR
is favorable for customers by $16.5 million before any
value for reduced emissions is included and $33.3 million
when the value of reduced emissions is included. Tampa
Electric tested these savings to customers using
sensitivities on fuel prices and the market price forecast
for carbon. The high and low fuel forecasts were prepared
contemporaneously with the base fuel forecast. The results
show that customer savings occur under the base case and

high fuel forecast sensitivity.

Please discuss other benefits of the Third SoBRA, including

lower emissions.

The two solar projects included in the Third SoBRA will
decrease carbon dioxide (“CO02”) emissions by over 181,000
tons per year, while in the early years, they will decrease
nitrogen oxide (“NOx”) emissions by thousands of tons per
year and sulfur dioxide (“S0,”) emissions by thousands of
tons per year. Additionally, the solar projects will result
in increased construction jobs and additional property tax
revenues for the county. All the while, Tampa Electric

21
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will maintain competitive rates for customers which are
expected to remain among the lowest of Florida’s investor-

owned utilities.

SUMMARY

Q.

Please summarize your prepared direct testimony.

The annual revenue requirement for the Third SoBRA 1is
$26,539,000 without the incentive and $26,596,000
including the incentive. The two solar projects consisting
of 149.3 MW of new solar capacity being constructed in
conjunction with the Third SoBRA will yield CPVRR savings
of $16.5 million. These projects will reduce air emissions
and increase fuel diversity and improve price stability
for customers. The assumptions used in my cost-
effectiveness calculations are reasonable, the methodology
used is sound, and the results comport with the provisions
of the 2017 Agreement and the cost-effectiveness standards
of the Commission. Tampa Electric, accordingly, requests

approval of the Third SoBRA by the Commission.

Does this conclude your prepared direct testimony?

Yes, it does.

22
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

WILLIAM R. ASHBURN

Please state your name, address, occupation, and

employer.

My name is William R. Ashburn. My business address is 702
N. Franklin Street, Tampa, Florida 33602. 1 am employed
by Tampa Electric Company (“Tampa Electric” or ‘“company’)

as Director, Pricing and Financial Analysis.

Please provide a brief outline of your educational

background and business experience.

I graduated from Creighton University with a Bachelor
of Science degree iIn Business Administration. Upon
graduation, 1 joined Ebasco Business Consulting Company
where my consulting assignments included the areas of cost
allocation, computer software development, electric
system inventory and mapping, cost of service fTilings
and property record development. 1 joined Tampa Electric
in 1983 as a Senior Cost Consultant in the Rates and

Customer Accounting Department. At Tampa Electric | have
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held a series of positions with responsibility for cost
of service studies, rate Tilings, rate design,
implementation of new conservation and marketing
programs, customer surveys and various state and federal
regulatory filings. In March 2001, 1 was promoted to my
current position of Director, Pricing and Financial
Analysis in Tampa Electric’s Regulatory Affairs
Department. I am a member of the Rate and Regulatory
Affairs Committee of the Edison Electric Institute

(“EEI").

Have you previously testified before the Florida Public

Service Commission (““Commission”)?

Yes. 1 have testified or filed testimony before this
Commission iIn several dockets. Most recently, 1 fTiled
testimony before this Commission iIn Docket No. 20180045-
El, Consideration of the Tax Impacts Associated with Tax
Cuts and Jobs Act of 2017 for Tampa Electric and Docket No.
20180133-El, petition for limited proceeding to approve
second solar base rate adjustment (“SoBRA™), effective
January 1, 2019, by Tampa Electric Company. 1 also
testified before this Commission in Docket No. 20170260-
El, petition for limited proceeding to approve first solar
base rate adjustment, effective September 1, 2018, by Tampa
2
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Electric Company. 1 testified for Tampa Electric in Docket
No. 20170210-El as a member of a panel of witnesses during
the November 6, 2017 hearing on the 2017 Amended and
Restated Stipulation and Settlement Agreement (*2017
Agreement”). 1 also testified on behalf of Tampa Electric
in Docket No. 20130040-El regarding the company’s petition
for an increase iIn base rates and miscellaneous service
charges and in Docket No. 20080317-El which was Tampa
Electric’s previous base rate proceeding. | testified in
Docket No. 20020898-El regarding a self-service wheeling
experiment and i1n Docket No. 20000061-El regarding the
company’s Commercial/Industrial service rider. In Docket
Nos. 20000824-El, 20001148-El, 20010577-El1 and 20020898-
EI, 1 testified at different times for Tampa Electric and
as a joint witness representing Tampa Electric, Florida
Power & Light Company (“FP&L’’) and Progress Energy Florida,
Inc. (“PEF”’) regarding rate and cost support matters
related to the GridFlorida proposals. In addition, 1
represented Tampa Electric numerous times at workshops and
in other proceedings regarding rate, cost of service and
related matters. | have also provided testimony and
represented Tampa Electric before the Federal Energy
Regulatory Commission (““FERC”) in rate and cost of service

matters.
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What are the purposes of your prepared direct testimony?

The purposes of my prepared direct testimony are to: (1)
describe the provisions in the 2017 Agreement approved by
the Commission that govern the cost of service and rate
design for a SoBRA and (2) sponsor and explain the
proposed rates and tariffs for the company’s Third SoBRA,

effective on the first billing cycle of January 2020.

Have you prepared an exhibit to support your direct

testimony?

Yes. Exhibit No. _ (WRA-1) was prepared under my

direction and supervision. It consists of the following

seven documents:

Document No. 1 Development of Third SoBRA Base
Revenue Increase by Rate Class

Document No. 2 Base Revenue by Rate Schedule for
Third SoBRA

Document No. 3 Rollup Base Revenue by Rate Class for
Third SoBRA

Document No. 4 Typical Bills Reflecting Third SoBRA
Base Revenue Increase

Document No. 5 Determination of Fuel Recovery Factor
for Third SoBRA

4
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Document No. 6 Redlined Tariffs Reflecting Third
SoBRA Base Revenue Increase
Document No. 7 Clean Tariffs Reflecting Third SoBRA

Base Revenue Increase

How does your prepared direct testimony relate to the
prepared direct testimony of Tampa Electric witnesses
Mark D. Ward and Jose A. Aponte, filed concurrently in

this docket?

Tampa Electric witness Mark D. Ward’s prepared direct
testimony describes the two solar projects, Wimauma Solar
and Little Manatee River (“LMR”) Solar, for which cost
recovery IS requested via the company’s Third SoBRA, as
well as their projected in-service dates and installed
cost per kilowatt alternating current (“kWx’). Tampa
Electric witness Jose A. Aponte’s prepared direct
testimony presents the annual revenue requirement for the
company”s Third SoBRA using the projected installed
project costs presented in witness Ward’s prepared direct
testimony. 1 use the annual revenue requirement from
withess Aponte’s prepared direct testimony to develop the

proposed base rate adjustment for the Third SoBRA.
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2017 AGREEMENT GUIDANCE FOR SOBRA

Q.

Q.

Please describe how the 2017 Agreement calls for the SoBRA

revenue requirements to be allocated to rate classes.

The 2017 Agreement directs that the SoBRA revenue

requirements be allocated to rate classes using the 12

Coincident Peak (*“CP”) and 1/13th Average Demand (““AD’’)

method of allocating production plant and be applied to

existing base rates, charges and credits as described by

the following two principles:

1.

Only 40 percent of the revenue requirement that would
otherwise be allocated to the lighting rate class
under the 12 CP and 1/13th AD methodology shall be
allocated to the lighting class through an increase
to the lighting base energy rate, and the remaining
60 percent shall be allocated ratably to the other
classes.

The 12 CP and 1/13t" AD allocation factor used to
derive the revenue requirement allocation shall be
based on factors used in Tampa Electric’s then most
current energy conservation cost recovery (“ECCR™)

clause filings with the Commission.

Once the revenue requirement has been allocated to rate

classes, how will the SoBRA rates to recover each class’s

6
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revenue requirement be designed?

The 2017 Agreement requires the Tfollowing three
principles be employed when designing the base rate
adjustments for SoBRA:

1. The revenue requirement associated with SoBRA will
be used to increase demand charges for rate schedules
with demand charges and energy charges for rate
schedules without demand charges.

2. Within the GSD and IS rate classes, the allocated
SoBRA revenue requirement will be applied to non-
standby demand charges only.

3. The billing determinants used to derive the base rate
adjustments shall be based on factors and
determinants used in Tampa Electric’s then most

current ECCR clause filings with the Commission.

Do you provide an exhibit that shows the results of
applying the allocation methodology called for in the 2017

Agreement?

Yes. Document No. 1 of my exhibit was prepared for that
purpose. That document, titled “Development of SoBRA Base
Revenue Increases by Rate Class,” shows how the revenue
requirement increase described iIn witness Aponte’s

v
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prepared direct testimony was allocated across the rate
classes. Second, the 12 CP and 1/13t" AD allocation factor
utilized to set 2020 ECCR clause rates was used to
allocate the total revenue requirement increase to all
rate classes. Then, the part that was allocated to the
Lighting class was split 60/40, with 40 percent recovered
from the Lighting class and the remaining 60 percent
reallocated to the other rate classes using the same 12
CP and 1/13th AD allocation Tfactor (less the lighting

portion).

Does the 2017 Agreement provide for a true-up mechanism

to be applied to SoBRA rates?

Yes. The 2017 Agreement provides that each SoBRA tranche
will be subject to a true-up for the actual cost of the
approved project. Once the difference between the
estimated and actual costs i1s known, the true-up amount
will be included in the Capacity Cost Recovery Clause
rates, with interest applied, and the permanent base rate

SoBRA charges will be implemented.

PROPOSED RATES AND TARIFFS FOR SOBRA

Having completed the allocation of the SoBRA revenue
requirement to rate classes, what iIs the next step to

8
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derive the base rate adjustment?

Using the methodology called for in the 2017 Agreement
described above, certain rates in each rate class were

increased to recover the i1dentified revenue requirement.

Do you have exhibits that show the results of that base

rate adjustment design?

Yes. Document No. 2 of my exhibit was prepared for that
purpose. It presents the company’s proposed rate changes
to recover the Third SoBRA class revenue requirements by
rate and rate schedule in the format required by Minimum
Filing Requirement (“MFR) Schedule E-13c. Document No. 3
of my exhibit rolls up the rate schedule amounts to rate
class using the MFR Schedule E-13a format, which then can
be compared to Document No. 1 of my exhibit to show how
close the rate design comes to collecting the allocated
revenue requirements. Document No. 4 of my exhibit
utilizes the format of MFR Schedule A-2 to show the impact
of the Third SoBRA increase on typical RS, GS, GSD and 1S
bills. Finally, Document No. 5 of my exhibit shows the
determination of the rate impact associated with the Third

SoBRA fuel cost savings.
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Please explain the fuel impact of the Third SoBRA and how

that affects rates in 2020.

The third tranche of solar generation that will begin
service January 1, 2020 and i1s expected to provide fuel
savings of approximately $11.3 million during 2020. Those
expected fuel savings will be included in the company’s
proposed 2020 annual fuel cost recovery factors to be
submitted to the Commission on September 3, 2019. The
savings represent an estimated $0.58 reduction on the 2020

residential customer 1,000 kWh monthly bill.

Do you provide an exhibit that shows the redlined changes
to tariff sheets affected by implementation of the Third

SoBRA?

Yes. Document No. 6 of my exhibit was prepared for that
purpose. It shows the proposed rates iIn comparison to the

company’s current rates.

Do you provide an exhibit that shows the clean tariff

sheets affected by implementation of the Third SoBRA?

Yes. Document No. 7 of my exhibit was prepared for that

purpose.

10




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

64

SUMMARY

Q.

Please summarize your prepared direct testimony.

I have performed the cost of service and rate design
components of the Third SoBRA iIn accordance with the
provisions of the 2017 Agreement. | have also performed
rate class allocations and determined the appropriate
base rate increases by rate class needed to recover the
Third SoBRA revenue requirement. The proposed fuel
savings and residential customer bill i1mpacts are as
described 1n my direct testimony and exhibit. The modified
tariff sheets that accompany my prepared direct testimony
properly implement the Third SoBRA rate adjustments and

should be approved by the Commission.

Does this conclude your prepared direct testimony?

Yes, it does.

11
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1 CHAl RVAN GRAHAM  Exhi bi t s.

2 MR, SCHRADER: Staff has prepared a

3 conprehensi ve exhibit list, which includes the

4 prefiled exhibits attached to each wtness's

5 testinony, as well as exhibits identified by staff.
6 The |ist has been provided to the parties, the

7 Conmmi ssioners and the court reporter. At this

8 time, staff requests that the conprehensive exhibit
9 list be marked for identification purposes as

10 Exhibit No. 1 and that the other exhibits be marked
11 as set forth on that I|ist.

12 CHAl RVAN GRAHAM  We will mark the

13 conprehensive exhibit list as Exhibit 1 and with

14 t he other ones nmarked as indicated.

15 (Whereupon, Exhibit Nos. 1 - 5 were nmarked for

16 identification.)

17 CHAl RVAN GCRAHAM  We need to nove the

18 exhibits. Staff.

19 MR, SCHRADER: At this time, staff requests

20 that Exhibit No. 1 be entered into the record.

21 CHAl RVAN GRAHAM  We wi Il nove Exhibit No. 1
22 into the record.

23 (Whereupon, Exhibit No. 1 was entered into the

24 record.)

25 MR SCHRADER: W al so asked that Exhi bit Nos.

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Dana Reeves
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1 2 through 5 be noved into the record as set forth
2 in the conprehensive exhibit |ist.
3 CHAl RVAN GRAHAM  Have the parties been able
4 to review the exhibit list?
5 MR, WHALEN: Yes, sir. W support staff's
6 not i on.
7 MR, REHW NKEL: Yes.
8 CHAI RMAN GRAHAM  Ckay. Staff, are we noving
9 the exhibit list and Nos. 2 through 5 into the
10 record?
11 MR. SCHRADER: Yes, Conm ssioner.
12 CHAl RVAN GRAHAM  We' I | do that.
13 (Whereupon, Exhibit No. 2 - 5 were entered
14 into the record.)
15 CHAI RMVAN GRAHAM  Okay. Deliberations. Wth
16 openi ng statenments conpleted, it's tine for the
17 Commi ssioners to question the parti es.
18 Conmi ssi oners. Conmi ssi oner Brown.
19 COMM SSI ONER BROWN:  Thank you. | just have
20 one question, recognizing that both projects in
21 this third tranche cone in below the installed cost
22 cap, which | support this petition going forward,
23 but |I'mcurious about the timng of the field
24 construction start date and the commercial and
25 service date and how | ong that process takes. |
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 was al ways under the inpression that -- and | know

2 each county is different and each city is different
3 in ternms of their planning and city council
4 approval and things of that nature, but both of
5 t hese projects, | guess, started around two years
6 ago. Could you talk about what that -- not the
7 del ay, but why it has taken two years?
8 MR. WHALEN. Well, | think the actua
9 construction on the two projects have started this
10 year and we expect themto be in service on
11 January 1 of 2020. The process of buying | and,
12 getting the permts takes tine. Sonetines it's
13 shorter. Sonetinmes it's longer. One of the
14 projects in this third SoBRA was not intended to be
15 in the third SoBRA in the beginning, but because of
16 changes in other projects it noved into the third
17 SoBRA. So there's always a little, you know, give
18 and take with that.
19 COMM SSI ONER BROMWN:  On average, does the
20 conpany -- how do you budget your time when you
21 now -- so, for exanple, the optional fourth tranche
22 with 50 negawatts could potentially cone in,
23 obvi ously, before the expiration of the settl enent
24 agreenent. How do you budget tine and plan for
25 pl anni ng pur poses?
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Dana Reeves



68

1 MR, VWHALEN. Well, that's a conplicated
2 guestion that requires an answer that goes beyond
3 | awyers, but they have a big team of people that
4 are al ways pushing these things forward. Mark Ward
5 says he's got a bunch of projects. They're like
6 your children, sonetinmes you |like sonme of them nore
7 than others. Sonetines they take nore tinme than
8 ot hers, but he's always pushing themforward in
9 accordance with the schedul e and the agreenent and
10 we hope to get themall done on tinme and under
11 budget .
12 COW SSI ONER BROMWN: | see Pasco County has a
13 | ot of opposition to sonme of these projects.
14 MR. VWHALEN:. Yeah, there's one that was goi ng
15 to be in the third SoBRA. That one has run into
16 sonme challenges and it's in litigation so it's
17 still on hold.
18 COW SSI ONER BROMWN:  |Is -- and nost all of the
19 projects are on agricultural |and?
20 MR, VWHALEN. Agricultural or reclainmed mning
21 property. Yes.
22 COMM SSI ONER BROMN: So 500 acres is a nassive
23 scale. Is that the typical average |and?
24 MR. VWHALEN:. They're all pretty big |like that.
25 COMM SSI ONER BROMN: 74 unit negawatts?
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 MR. WHALEN. Right. And sonme of them have
2 nmore land that is usable than others. Sone
3 requires buffers. Sone is wet and the permtting
4 process allows the conpany to get through that and
5 make the nost efficient use of the parcels that
6 t hey' ve purchased, or in this case, we have a
7 | ease.
8 COMM SSI ONER BROMWN:  Thank you so nuch. |I'm
9 supportive of the project. And if there are no
10 questions, M. Chairman, |'mprepared to nmake a
11 noti on when you' re ready.
12 CHAl RVAN GRAHAM  Ckay. |I'mready to hear
13 your notion.
14 COMWM SSI ONER BROMWN: | woul d nove to approve
15 the petition as filed, along with the exhibits
16 attached to the petition, which include the
17 tariffs.
18 CHAI RMAN GRAHAM  That notion is given and
19 seconded. Conmi ssi oner Pol mann.
20 COMWM SSI ONER POLMANN:  Thank you, M.
21 Chairman. |1'd like to -- | don't have any
22 gquestions. | think all the material that's in the
23 record is sufficient for ny understanding. |
24 want ed to acknowl edge and appreciate the parties’
25 efforts working effectively and efficiently to
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 address all the issues. | think this has noved
2 forward very quickly conpared to sone other efforts
3 that we've worked on. So | appreciate the parties
4 addressing all of the issues in the docket. | do
5 believe it's in the public interest that this
6 matter be resolved according to the stipulations,
7 and that would include that the outstanding Florida
8 state tax matter be addressed, as the parties spoke
9 to in their opening statenents. | would be | ooking
10 forward to how that gets resol ved.
11 | know there's sone uncertainty exactly how
12 that will be done, as M. Walen identified, but I
13 know that there are procedures and we'll wap that
14 up as quickly and as appropriately as we can. So,
15 agai n, thank you for everybody com ng together and
16 resolving these matters. And, M. Chairman, that's
17 all the cooments | wanted to nake. | do support
18 this in the public interest and |I'm happy to
19 support Comm ssi oner Brown's noti on.
20 CHAI RVAN GRAHAM  Mary Anne.
21 MS. HELTON: M. Chairman, Conm ssioner Brown,
22 | just wanted to clarify that by Conm ssioner
23 Brown's proposal, or notion to approve the
24 petition, that you're also notioning that the
25 Conmm ssi on approve the stipulations as set out in
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 i ssue -- for issues one through seven, which in

2 ef fect approve the petition?
3 COW SSI ONER BROMWN:  Thank you. That's
4 exactly what ny notion was.
5 CHAI RMVAN GRAHAM  Any further discussion?
6 (No conments nade.)
7 CHAl RVAN GRAHAM  Seei ng none, all in favor
8 say, aye.
9 (Chorus of ayes.)
10 CHAI RMAN GRAHAM  Any opposed?
11 (No conments made.)
12 CHAl RVAN GRAHAM By your action you've
13 approved the Brown notion.
14 Staff, any other matters to be addressed in
15 thi s docket?
16 MR. SCHRADER: Staff is aware of none, M.
17 Chai r man.
18 CHAl RVAN GRAHAM  Petiti oners.
19 MR VWHALEN. | would just like to
20 acknow edge -- M. Rehw nkel raised an issue for a
21 | ater day. We do have a dispute on that and we
22 will be working wth themto resolve it, but nore
23 inmportantly, I want to thank the O fice of Public
24 Counsel and the staff. W worked hard on this and
25 they worked hard with us and we appreciate
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 everybody's effort to help us get here today. So |

2 just wanted to say thank you.
3 MR, REHW NKEL: And on behalf of the Public
4 Counsel's office, we also would like to thank Tanpa
5 El ectric Conpany and M. Walen, M. Mans, for the
6 way they worked with us and their openness in
7 answeri ng our questions. But even beyond that, |
8 want to thank publicly your staff for always being
9 there to facilitate the Comm ssion's pronpt and
10 efficient consideration of the stipulation. It's
11 not al ways easy to reach a stipulation and
12 sonetines it's very difficult to have one navigate
13 the process and it's for the public and for the
14 utilities you regqulate. | believe it's inportant
15 that your staff perforns a vital function of
16 shepherdi ng stipul ati ons that ought to be
17 consi dered by you through that process, and this is
18 a great exanple of that. So I just -- | really
19 rarely take these opportunities to call this out,
20 but this has been very well done and | want to
21 t hank them publicly.
22 CHAl RVAN GRAHAM | want to thank the parties,
23 as well. You' ve heard ne say this many tines, |I'm
24 a huge proponent of the settlenent stipulations
25 that cone before us and especially seeing both
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 parties here, and all the parties that aren't even
2 here, but nobody's got that griml ook on their face
3 like they were beaten and drug to this table, that
4 everybody cane here willingly and happy for it. |
5 al so want to thank staff because | know these
6 things just aren't easy and there's all the work
7 t hat goes on behind the scenes that a | ot of people
8 don't see and don't appreciate.
9 | also want to thank the prehearing officer.
10 I think you' ve done a fantastic job and | know
11 you' ve heard nme say nmany tinmes before, because a
12 | ot of people in their opening statenents wll want
13 to go for 20 mnutes, 10 mnute, 7 mnutes, 5
14 mnutes, and | just -- | think sonetines it's just
15 ki nd of ridiculous. You know, sonetines it's just,
16 you know, spending tinme patting each other on the
17 back and | think sufficiently we can do that in
18 three mnutes, and I want to thank both of you guys
19 for adhering to the prehearing officer and naking
20 t hat happen. And, Comm ssioner Polmann, | want to
21 thank you for allowing it, nmaking it happen, as
22 wel | .
23 MR, VWHALEN: Comm ssi oner Pol mann did such a
24 good job we didn't even have to have a prehearing
25 conference and that's pretty good.
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1 CHAl RMAN GRAHAM  Conmmi ssi oner Pol mann.

2 COW SSI ONER POCLMANN:  That was a first.

3 appreciate that com ng up. Everybody worked

4 together so well that we resolved all the issues

5 and didn't even have to have a phone call to have a

6 preheari ng conference.

7 MR. WHALEN. W renenbered the second SoBRA

8 and went to work and appreciate that.

9 COW SSI ONER PCLMANN:  Yeah, with a little bit
10 of encouragenent, the parties did an excellent job
11 and | appreciate, M. Rehw nkel, you acknow edgi ng
12 staff. | wanted to do that, as well. Everybody
13 wor ked together so well. Really nmade Comm ssion's
14 job, I want to say, easier. |In fact, it was, but
15 the streamined effort was really excellent. So,
16 thank you to all the parties and thank you, staff.
17 CHAl RVAN GRAHAM  Ckay. |If there's nothing
18 el se, we are adjourned. | hope everybody travels
19 saf e.

20 (The hearing concluded at 11:15 a.m)
21
22
23
24
25
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