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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20250029-GU
FILED: 07/28/2025

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
REBUTTAL TESTIMONY
OF

ANDREW NICHOLS

INTRODUCTION

Please state your name, address, occupation and employer.

My name is Andrew Nichols. My business address is 3600 Midtown
Drive, Tampa, FL 33607. I am employed by Peoples Gas System,
Inc. (“Peoples” or the “company”) as the Director, Business

Planning.

Are you the same Andrew Nichols who filed direct testimony in

this proceeding?

Yes, I am.

What are the purposes of your rebuttal testimony?

My rebuttal testimony addresses the following topics
discussed in the testimony of Office of Public Counsel’s
(“OPC”) witness Lane Kollen:

1. Closing construction work in progress (“CWIP”) to Gas

Plant In Service;
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2. Property taxes;

3. Supplemental Executive Retirement Plan (“SERP”) expense;
4. Board of Directors expenses filing mistake;
5. Proposed adjustments to Directors and Officers Insurance

expenses, Investor Relations expenses, and Board of
Director expenses;

6. Work and Asset Management System (“WAM”) amortization
expense; and

7. Parent Debt Adjustment.

I also present the company’s revised, lower 2026 revenue
increase reguest that reflects the company’s agreement with
OPC on certain proposed adjustments and the adjustments
necessary to (a) update the off-system sales (“0SS”) sharing
percentage recently approved by the Florida Public Service
Commission (“Commission” or “FPSC”) and (b) remove natural
gas facility relocation costs out of this proceeding so they

can be recovered in a proceeding under the new clause.

Finally, I address the company’s position on the two audit
findings presented in the direct testimony of Commission

Staff’s witness Wesley Thurmond.

Have vyou prepared an exhibit supporting your rebuttal

testimony?
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IT.

Yes. Exhibit No. AN-2 consists of 3 documents that were

prepared by me or under my supervision as follows:

Document No. 1 Revised Revenue Requirements
Document No. 2 CWIP Closing to Plant Detail Analysis
Document No. 3 Discovery Responses and Other

Referenced Documents

If you do not address an issue or state a position in your
testimony, does that indicate you agree with the intervenors

on that point?

No. I have not attempted to respond to every argument made by
the intervenor witnesses. The fact that I may not have
responded to any specific argument or statement does not

indicate my agreement with that argument or statement.

CLOSING CWIP TO GAS PLANT IN SERVICE
Does the company agree with OPC’s witness Kollen’s proposed
adjustment on closing Construction Work in Process (“CWIP”)

to Gas Plant in Service?

No. The company does not agree with witness Kollen’s proposed
high-level analysis and proposed adjustment to CWIP closing

to Gas Plant in Service for two reasons.
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First, his analysis does not delineate between specific
projects with assigned in-service dates and recurring capital
spending funding projects that automatically close to Plant

in Service every month.

Second, witness Kollen’s analysis improperly compares the
FPSC-adjusted CWIP for the 2026 test year and unadjusted CWIP
balances for the years 2020 through 2023. For example, witness
Kollen quotes a CWIP amount of $120.248 million in 2020, which
was reduced to $40.210 million after the FPSC adjustments for
AFUDC-eligible projects and Cast Iron/Bare Steel Replacement
Rider CWIP. This adjusted amount is shown on Schedule 2 of
Peoples’ December 2020 Earnings Surveillance Report, which is

included on page 1 of Document No. 3 of my exhibit.

If witness Kollen’s analysis 1is corrected to properly use
FPSC adjusted CWIP balances for the years 2020 through 2023,
what would be the 13-month average CWIP balance for the period

2020 to 20247

As shown on pages 1 through 4 of Document No. 3 of my exhibit,
the FPSC adjusted CWIP 13-month average balances for years
2020 through 2023 are $40.210 million, $63.732 million,
$98.720 million, and $144.945 million, respectively. With

these corrected amounts and the $101.150 million FPSC
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adjusted CWIP amount that witness Kollen properly included
for year 2024, the five-year average for the period 2020 to
2024 is $89.751 million. This is a $74.916 million reduction
to the $164.667 million CWIP amount witness Kollen presented

in his testimony on page 23, line 9.

With the correction to witness Kollen’s calculations, would

you then agree with his proposed adjustment?

No. I still do not agree that an adjustment is necessary,
considering the range of FPSC adjusted CWIP balances over the
five-year period analyzed. However, if the Commission
determines that an adjustment 1is necessary, a thorough
analysis should be completed using the project level details

for the 2026 test year and an evaluation of specific projects.

Have you performed an analysis for the 2026 test year using

specific project details?

Yes. I performed a “stress test” on the 2026 test year using

specific projects detail data as follows.

First, I started with the Bates Stamped page 18311 information
provided to the parties in response to Staff’s Tenth Set of

Interrogatories, No. 104, that calculated the company’s 2026




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

test year monthly Plant in Service, Depreciation expense,
Accumulated Depreciation and Deferred Income Taxes using

project level detail.

Second, to “stress test” these amounts, I conservatively
shifted the in-service dates of all 2026 specific funding
projects that are expected to close to gas plant within the
test year to December 2026. This stress test included 35
specific funding projects that are 1listed on page 1 of
Document No. 2 of my exhibit. I excluded the Main Replacement
Downtown Tampa project from the stress test as it 1s AFUDC
eligible, and its associated CWIP has already been removed

from FPSC adjusted rate base.

Third, I recalculated the company’s 2026 test year monthly
Plant in Service, Depreciation expense, Accumulated

Depreciation and Deferred Income Taxes.

Fourth, I expanded the Bates Stamped page 18311 Excel file to
calculate the impacts of these in-service date adjustments on
the monthly CWIP balance and to capture the changes in the
2026 test year 13-month average Plant in Service,
Depreciation expense, Accumulated Depreciation and Deferred

Income Taxes.
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IIT.

What are the results of your stress test on CWIP closing to

Plant in Service in the 2026 test year?

As shown on page 2 of Document No. 2 of my exhibit, line 12,
the stress test increased the 2026 test year 13-month average
FPSC Adjusted CWIP balance by $35,950,977, which translates
to the filed FPSC adjusted CWIP, increasing from $36,165,984
to $72,116,961. Consistent with witness Kollen’s analysis,
the 1increase in the CWIP balance was offset by an equal
reduction to the test year’s Plant in Service as shown on
line 10. Using the hypothetical later in-service dates for
the 35 projects, the stress test resulted in a reduction to
the 2026 test vyear Depreciation Expense of $1,058,822 and
decreased the 13-month average Accumulated Depreciation by

$311,772.

If the Commission determines that any adjustment to CWIP
closing to Plant in Service in the test year is warranted, a
similar detailed project level process should be followed,
with these stress test results being the maximum amounts of
reductions to depreciation expense and 13-month average

accumulated depreciation.

PROPERTY TAXES

Does the company agree with OPC’s proposed adjustment to
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IvV.

reduce 2026 test year property taxes by $777,0007?

Yes. The company agrees that the 2026 estimate for property
tax expense relied upon an old forecast of net operating
income (™NOI”) for 2024 and 2025, and an adjustment would be
appropriate. The company confirmed the amounts calculated by
witness Kollen in the property tax valuation model for the
2026 test year and does not oppose his proposed property tax

adjustment.

SERP EXPENSES
Does the company agree with OPC’s proposed adjustment to
reduce 2026 test year 0O&M expenses by $124,000 related to the

company’s SERP?

The company believes that costs associated with its SERP are
properly recoverable through base rates; however, the company
will not contest OPC’s proposed adjustment, considering the

Commission’s decision in Docket No. 20240026-ETI.

BOARD OF DIRECTORS EXPENSE FILING ERROR
Does the company agree with OPC’s proposed adjustment to
reduce 2026 test year 0O&M expenses by $105,000 to correct a

filing mistake?
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VI.

VII.

Yes. As stated in the company’s response to OPC’s First Set
of Interrogatories No. 26, the company does not oppose this

adjustment.

PROPOSED ADJUSTMENTS TO DIRECTORS AND OFFICERS INSURANCE
EXPENSES, INVESTOR RELATIONS EXPENSES, AND BOARD OF DIRECTORS
EXPENSES

Does the company agree with OPC’s proposed adjustments to
Directors and Officers Insurance expenses, Investor Relations

expenses, and Board of Directors expenses?

The company believes that costs associated with its Directors
and Officers Insurance expenses, Investor Relations expenses,
and Board of Directors expenses are properly recoverable
through base rates; however, the company will not contest
OPC’ s proposed adjustments on these items, considering the

Commission’s decision in Docket No. 20240026-ETI.

WAM AMORTIZATION EXPENSE
Does the company agree with OPC’s proposed adjustment on WAM

Amortization expense in the 2026 test year?

Yes. Peoples agrees with witness Kollen’s adjustment to the
2026 test vyear revenue requirement for WAM Amortization

expense, and it is reflected in the company’s revised, lower
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VIII.

2026 revenue increase request presented later in my rebuttal

testimony.

PARENT DEBT ADJUSTMENT
Does the company agree with OPC’s proposed adjustment to the

amount of the parent debt adjustment in the 2026 test year?

No. Although the company does agree that the parent debt
adjustment for Tampa Electric Company in Docket No. 20240026-
EI did not reduce adjusted common equity by excluding retained
earnings, Peoples notes that the Commission stated the
following regarding Rule 25-14.004 on page 114 of Order No.

PSC-2025-0038-FOF-EI:

Rule 25-14.004(4), F.A.C., describes the parent debt
adjustment calculation adjustment as multiplying the
debt ratio of the parent by the debt cost of the parent,
with the result multiplied by the tax rate applicable
to the consolidated entity and then applied to the
equity dollars of the subsidiary, excluding its retained

earnings (emphasis added).

Due to the last phrase quoted above with emphasis added,
Peoples believes excluding retained earnings from the balance

of common equity in determining the parent debt adjustment in

10
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IX.

accordance with Rule 25-14.004 is appropriate. The amount of
Retained Earnings on Peoples’ books and records i1is well-
established because Peoples has historically maintained
separate regulatory books and records from Tampa Electric and
has filed separate Annual Reports with the Commission that
disclosed Peoples’ Retained Earnings in FERC Account 216 on

its Comparative Balance Sheet.

UPDATED 2026 REVENUE INCREASE REQUEST

Has the company prepared a revised 2026 revenue 1increase
request that reflects the company’s agreement with OPC on
certain proposed adjustments, and the company’s own proposed
adjustments necessary to remove natural gas facility

relocation costs out of this proceeding?

Yes. As shown in Document No. 1 of my exhibit, I calculated
revisions to the company’s revenue regquirement increase with
adjustments netting to a reduction of $10,440,975 which are
discussed below. With this adjustment, the company’s filed
revenue regquirement increase of $96,857,794, net of
$6,733,295 Cast Iron Bare Steel Rider revenue requirements,
is reduced to $86,416,819. These referenced amounts can be

seen on lines 2, 3, 22 and 24 of Document No. 1 of my exhibit.

Please summarize the company’ s adjustments that are

11
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consistent with certain OPC proposed adjustments?

As discussed earlier in my rebuttal testimony and as shown on
Document No. 1 of my exhibit, the company agrees with the
correction of its filing error related to Board of Directors
expenses. Moreover, the company does not object to OPC’s
proposed adjustments to Property taxes, SERP expense, Board
of Directors expense, Investor Relations expense, Directors
and Officers Insurance expense, and WAM Amortization expense.
These items are shown on lines 7 through 13 of my adjustment
Document No. 1, of my exhibit. In addition, as discussed in
the rebuttal testimony of company witness Luke Buzard and as
shown on 1line 6 of my adjustment Document No. 1, of my
exhibit, the company revised its 0SS to reflect the
Commission’s approval of the revised 0SS sharing mechanism in
Docket No. 20250026-GU Dbut does not agree with OPC’s

adjustment to use a four-year average.

Please explain the company’s adjustments necessary to remove

natural gas facility relocation costs from this proceeding.

As discussed in the rebuttal testimony of company witness
Buzard, I ©present information about how the company’s
proposed 2026 revenue requirement increase should be adjusted

downward to reflect the removal of facilities relocation

12
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costs for recovery 1in a future proceeding. The company
proposes to remove the revenue requirements in 2026 related
to natural gas facility relocation costs, that includes a
return on $44,578,889 of 13-month average rate base, $588,597
of Property Tax expense, and 81,050,742 of Depreciation
expense, which is reflected in the company’s revised filing
of OPC’s Fourth Set of Interrogatories, No. 125, that was
filed on July 28, 2025 (see Document No. 3 of my exhibit,
pages 6 to 9). After grossing up for regulatory assessment
fees and bad debt expense, the effect of the reduction in
Property Tax and Depreciation expense is a $1,652,290 impact
on 2026 test year revenue requirements as shown on line 14 of
Document No. 1 of my exhibit. The 13-month average rate base
reduction is the result of a decrease in Plant in Service of
$44,255,550, a decrease in CWIP of $1,403,233, and a decrease
in Accumulated Depreciation of $1,079,8%4. The rate base
reduction effect on the 2026 revenue requirements 1is
$4,205,920 as shown on 1line 18 of Document No. 1 of my

exhibit.

AUDIT FINDINGS

Are adjustments necessary to the 2026 test year revenue
requirement for the six work orders discussed by Commission
Staff witness Thurmond, as discussed on page 2 of his direct

testimony regarding the first audit finding?

13
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No. As explained in the company’s response to Staff’s Twelfth
Set of Interrogatories No. 119, filed on July 28, 2025 (see
Document  No. 3 of my exhibit, pages 10 to 12y,
reclassifications for a portion of the amounts recorded in
FERC Account 374 for three of the six work orders 1is
appropriate. This will slightly increase the 2026 test year
revenue requirement, so the company believes the adjustment
should not be made. The small increase in the 2026 revenue
requirement would result from the reclassifications, as the
2026 Depreciation expense amount would increase and would
partially be offset by a decrease in the return on rate base

related to the small increase in Accumulated Depreciation.

Did the company update and refile the MFR schedule reflected

in Staff’s second audit finding-?

Yes. On June 16, 2025, the company updated and refiled MFR
Schedule B-15 to reflect the correct balance of Account 354
— Other Regulatory Liabilities. As stated in Staff witness
Thurmond’s testimony, the correct amount for this account was
accurately reflected in the MFR Schedules B-1 and B-13.
Therefore, the correction to MFR Schedule B-15 had no impact

on the 2026 test year revenue requirements.

14
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XI.

SUMMARY

Please summarize your rebuttal testimony.

My rebuttal testimony has addressed my disagreement with
witness Kollen’s high-level analysis and proposed adjustment
to revenue requirements related to the company’s 2026 test
year closing of CWIP to Gas Plant in Service. I have presented
the company’s revised revenue increase request, which removes
facilities relocation <costs for recovery 1n a future
proceeding, corrects an error, adjusts for Commission
precedents set 1in Tampa Electric’s rate case proceeding,
includes updates from the Commission’s decision on another
open docket, as well as other new information on the company’s
test year revenue requirements. Taking into consideration
these adjustments, I have proposed reducing the company’s
requested net revenue requirement increase from $96,857,794
to $86,416,819, which is net of the $6,733,295 in Cast
Iron/Bare Steel Rider revenues that the company proposed to
move from the rider to base rates. Finally, I have addressed
the company’s position on the Commission Staff audit report

findings.

Does this conclude your rebuttal testimony?

Yes, it does.

15
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PEOPLES GAS SYSTEM, INC.

ADJUSTMENTS TO NET REVENUE REQUIREMENT INCREASE
DOCKET NO. 20250029-GU

TEST YEAR ENDING DECEMBER 31, 2026

17
18
19
20
21
22
23
24
25

Gross Revenue Requirement Increase Requested by Company Per Filing (incl. CI/BSR roll-in)
Less: Transfer of Cast Iron/ Bare Steel Rider Revenue Requirement to Base Rates
Net Revenue Requirement Increase Requested by Company Per Filing (excl. CI/BSR roll-in)

Operating Income Adjustments:
Increase in Off-System Sales Net Revenues to Reflect 50/50 Sharing
Reduce Property Tax Expense Using Corrected Net Operating Income
Correction to reduce Emera executive participation on Peoples Board of Directors
Remove 50% of Board of Directors Expense to Share with Shareholders
Remove 50% of Investor Relations Expense to Share with Shareholders
Remove 50% of D&O Insurance Expense to Share with Shareholders
Remove SERP Expense
Reflect Amortization of WAM Costs Over 20 Years Instead of 15 Years
Remove Depreciation Expense and Property Taxes on Relocation Clause Investments

Rate Base Adjustments:
Remove Relocation Clause Investments from Rate Base
Adjusted Accum Amort of WAM Costs Over Extended Amortization Period

Total Peoples Adjustments

Net Revenue Requirement Increase After Peoples' Adjustments

18

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20250029-GU
EXHIBIT NO. AN-2
WITNESS: NICHOLS
DOCUMENT NO. 1

PAGE 1 OF 1

FILED: 07/28/2025

Adjustment Adjustment
Before Gross-Up After
Gross Up Factor Gross Up

$ 103,591,089
6,733,295
$ 96,857,794

(2,645,888) 1.0079 (2,666,791)
(777,000) 1.0079 (783,138)
(105,000) 1.0079 (105,830)
(116,127) 1.0079 (117,044)

(21,544) 1.0079 (21,714)
(73,000) 1.0079 (73,577)
(124,014) 1.0079 (124,994)
(717,633) 1.0079 (723,303)
(1,639,339) 1.0079 (1,652,290)
(4,205,920)

33,625
(10,440,975)

$ 86,416,819
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ine Description

e ]

Investments.

2. Elgible Replacements - Mains

b. Eligible Replacements - Services

¢ Ehgible Replacements - Regulators

d. First $1,000,000 Adjustment to Rate Base
e. Cleanings to Plant

Gross Plant-in-Service/Depreciation Base
Less Accumulated Depreciation

CWIP - Noninterest Bearing

Net Book Value (Lines 2 +3 +4)

Average Net Book Value

Return on Average Net Book Value
a. Equity component Grossed up for taxes (A)
b. Debt component (B}

Investment Expenses

2. Deprecation (C)

b. Amortization

¢ Property Taxes (D)
d. Depreciation Savings

Revenue Requirements (Lines 7 +8}

Notes

(B) Line 7b =Line 6 x 2.2261% x 1/12

(D) Ad Valorem Tax Rate 1s 1.57%

PEOPLES GAS SYSTEM, INC.

Government Mandated Relocations Potential Eligible for Recovery Through the Natural Gas Facilities Relocation Cost Recovery Clause

Return on Capital Depreciation and Taxes for Eligible Replacements
January 2026 to December 2026
(in Dollars)
End of
Beginning of Period
Period Amount (E} January February March April May June uly August September October November December Total
H 878,279 $ 878,279 § 878,279 § 878,279 $ 878,279 § 878,279 § 878,279 § 878,279 § 878,279 § 878,279 § 878,279 $ 878,281 $ 10,539,350
$ -8 - s - s -8 - s s s - - s - s -8 s
$ -8 - s - s -8 - s s s - s - s - s -8 s
$ -8 - s - s -8 - s s s - s - s - s -8 s
$ 1167135 $ 1109364 $ 1063147 $ 1026173 $ 996,595 § 972,931 § 954,001 $ 933,857 § 926,741 § 917,049 § 909,295 $ 903,093 $ 11,884,381
$ 33066548 $ 39,233,684 $ 40,343,048 $ 41406195 $ 42432363 $ 43428963 $ 44,401,894 $ 45355895 S 46,294,752 $ 47,221,493 $ 48138541 $ 49,047,836 $ 49,950,929
$ (576,313) $ (652,446) $ (730,913) $ (811,599) $ (894,412) $ 979,276) $ (1,066,134} $ (1,154,938} $ (1,245,650} $ (1,338,239) §  (1,432,682) $ (1,528,960} $  (1,627,055)
$ 2,322,561 $ 2,033,704 $ 1,802,619 $ 1,617,751 $ 1,469,857 $ 1351541 $ 1,256,889 $ 1,181,167 $ 1,120,589 $ 1,072,127 $ 1,033,358 § 1,002,342 § 977,530
S 39812796 S 40,614,942 S 41,414,754 $ 42,212,346 S 43,007,813 $ 43,801,227 S 44,592,648 S 45382124 S 46169691 S 46955380 S 47,739,216 S 48,521,218 S 49,301,403
$ 40,213,869 $ 41,014,843 $ 41,813,550 $ 42,610,080 $ 43,404,520 $  44,196938 $ 44,987,386 $ 45775907 $ 46562536 $ 47,347,298 $ 48,130,217 $ 48,911,311
H 241561 $ 246373 § 251171 § 255,955 $ 260,727 § 265,487 § 270,235 § 274972 § 279697 § 284411 § 289,114 $ 293,806 $ 3,213,509
S 74,600 _$ 76,086 S 77,568 S 79,045 § 80,519 § 81,939 § 83,455 § 84,918 § 86,377 $ 87,833 & 89,286 § 90,735 $ 992,411
$ 316,161 $ 322,459 $ 328,739 $ 335,000 $ 341,246 § 347,476 $ 353,690 $ 359,890 $ 366,074 S 372,244 $ 378,400 $ 384541 $ 4,205,920
H 76,133 § 78,467 § 80,686 § 82,812 § 84,365 $ 86,358 § 88,304 $ 90,712 $ 92,590 $ 94,443 § 96,277 $ 98,096 $ 1,050,742
$ -8 - s - s -8 - s s s - s - s - s -8 s
49,050 49,050 49,050 49,050 49,050 49,050 49,050 49,050 49,050 49,050 49,050 29,047 $ 588,597
$ - - s - s -8 - s s s - s - s - s -8 s
$ 241,348 § 249,976 $ 458,475 $ 266,862 § 475,161 $ 283384 291,544 § 499,652 $ 507,714 § 515,737 § 523,727 § 531,684 $ 5,845,259
(A} Line 7a =Line 6 x 7.1877 x 1/12. Based on ROE of 10.15%, and weighted income tax rate of 25.345%, Net Operating Income Multiplier of 1.3501
(C) Depreciation rates 1.8% Mains Plastic, 2.4% Mains Steel, 3.1% Services Plastic, 4.3% Services Steel, 3.0% Regulator Station (prior 1.6% Mains Plastic, 2.1% Mains Steel, 2.7% Services Plastic, 4.0% Services Steel, 2.7% Regulator Stations)
ROI WACC-Equity 7.2083% 7.2083% 7.2083% 7.2083% 7.2083% 7.2083% 7.2083% 7.2083% 7.2083% 7.2083% 7.2083% 7.2083%
ROI WACC-Debt 2.2261% 2.2261% 2.2261% 2.2261% 2.2261% 2.2261% 2.2261% 2.2261% 2.2261% 2.2261% 2.2261% 2.2261%

13-Month Averoge
44,255,550
(1,079,394)
1,403,233

44,578,889

Revised Response to OPC IRR 125 - file “(BS 17938)2024-2026 Relocation projects Included in Rate Base - REVISED.xlsx”, tab
“2026 Asset Calc”
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