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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by ) DOCKET NO. 080318-GU
Peoples Gas System. ) Filed: 6-24-09
)
PEOPLES GAS SYSTEM’S

MOTION FOR RECONSIDERATION

Peoples Gas System (“Peoples” or the “Company™), pursuant to Rule 25-22.060, Filorida
Administrative Code, moves the Commission to reconsider its Order No. PSC-09-0411-FOF-GU
(the “Order”) issued June 9, 2009 in this proceeding and, as grounds therefor, says:
Preface

1. Peoples urges the Commission to reconsider its decision in the Order with respect
to the calculation of the Company’s weighted average cost of capital and revenue requirements.
The Order approves certain adjustments to rate base. Some of these adjustments were made by
the Commission on Schedule 1 (page 56) of the Order, and some were made by Peoples on MFR
Schedule G-1, page 4 (in accordance with prior Commission decisions). In order to reconcile the
rate base to the capital structure to reflect these adjustments, the Commission made capital
structure pro rata adjustments as reflected on Schedule 2 (page 57) of the Order. Additionally,
other pro rata and specific adjustments shown on MFR Schedule G-3, page 2, reflected prior
Commission decisions and were once again confirmed in the Order by the Commission.
Peoples’ concern with these adjustments relates to whether the plant-related adjustments
necessary to reconcile rate base and capital structure should be made over only investor sources
of capital (or 100 percent out of equity in the case of adjustments removing non-utility assets) as
the Commission decided in the Order, versus first reducing the accumulated deferred income tax
(“ADIT”) component of the capital structure for the amount of ADIT related to the items

removed from rate base, and spreading the remaining amount pro rata over investor sources of
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capital (or 100 percent equity depending on the nature of the adjustment).

Peoples made the investor sources only pro rata adjustments (and the 100 percent equity
adjustment for the non-utility assets) on MFR Schedule G-3, page 2, in its initial filing since (as
noted by the Commission on page 20 of the Order) this was the manner in which the adjustments
were made in Peoples’ last base rate case. The pro rata adjustments made by the Commission on
Schedule 2 of the Order were also made over only investor sources of capital. Peoples has since
leamned that these methods of making the adjustments could have severe income tax-related
consequences for the Company and its customers because the ADIT included in the capital
 structure was not reduced by the ADIT associated with the items excluded from rate base.

Nature of the Order

2. The Order is a final order of the Commission adjusting Peoples’ base rates
effective June 18, 2009. Peoples urges the Commission to reconsider only that portion of the
Order that reconciles the rate base to the capital structure to determine the weighted average cost
of capital used in determining the Company’s revenue requirements solely to prevent a likely
violation of the Internal Revenue Code’s (“Code’s™) normalization requirements.

Standard of Review on Reconsideration

3. The purpose of a petition for rehearing or reconsideration is to bring to the
attention of the trier of fact some factual or legal point it overlooked or failed to consider when it
rendered its order in the first instance. Diamond Cab Company of Miami v. King, 146 So.2d 889
(Fla. 1962). This meotion identifies factual and legal considerations overlooked by the
Commission. Peoples’ basis for reconsideration of the Order is failure by the Commission to
properly reconcile rate base to capital structure in calculating the weighted average cost of

capital.
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4. The Order’s calculation of the weighted average cost of capital is incorrect
because it likely violates the normalization rules under former Section 167(1) and Section
168(1)(9)(B) of the Code and Sections 1.167(1)-‘1(a) and 1.167(a)-11(b)(6) of the Income Tax
Regulations.

Normalization Viglation

5. The normalization rules imposed by the Code employ an accounting and
ratemaking concept, normalization, to ensure that the capital subsidies of accelerated
depreciation and investment tax credits provide an investment incentive for regulated utilities.
They accomplish this by premising the availability of these benefits upon compliance with a set
of aceounting and ratemaking rules, which prescribe the way in which these tax benefits must be
reflected. With regard to depreciation, the rules require the establishment of deferred taxes and
establish limits on the amount of ADIT that can offset rate base (or be treated as no-cost capital
in calculating the allowed rate of return) and designate the events that give rise to deferred tax
reversals. In short, they are a comprehensive system of control over the reflection of the benefits
of accelerated depreciation for ratemaking purposes. As part of these rules, any ratemaking
procedure or adjustment with respect to a utility’s tax expense, depreciation expense, or reserve
for deferred taxes must also be consistenily used with respect to the other two such items and
with respect to rate base. Code Section 168()(9)B). The consequences of a depreciation
normalization violation are that the taxpayer (i.e., Peoples) loses the ability to use accelerated tax
methods of depreciation with respect to all of its “public utility property” assets, both those it
owns when the violation occurs and those it acquires in the future.

6. The failure by the Commission to reduce the ADIT included in the capital
structure for the plant-related items excluded from rate base results in an inconsistency (between
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these items removed from rate base and the ADIT associated with the removed items) that the
Internal Revenue Service (the “IRS”) has ruled is a normalization violation. While Private Letter
Rulings (*PLRs") are only binding on the taxpayer to which they are issned, their reasoning and
conclusions provide guidance for the manner in which the IRS is likely to rule.

PLR 200418001 (copy attached to this motion as Exhibit A) states, in part, as follows:

In the present situation, Taxpayer’s rate base, tax expense, and depreciation

expense for ratemaking purposes will be determined without the cost of the

Excluded Property. If the [ADIT] reserve associated with the Excluded Property

is not removed from Taxpayer’s regulated books of account and is used to reduce

the Taxpayer’s rate base, the consistency requirement of section 168(1)}(9)B) will

be violated because Taxpayer will not include the cost of the Excluded Property

in its rate base or include the amount of related depreciation in its computation of

tax expense and depreciation expense for ratemaking purposes.

7. In light of the conclusion reached by the IRS in this PLR, the adjustments made
by the Commission reflected in the Order, because made without reducing the ADIT related to
the plant-related items excluded from rate base, appear to be highly problematic and a likely
violation of the Code’s normalization rules.

8. On page 19 of the Order, the Commission accurately describes normalization and
the penalty for violating the normalization requirements, which is the loss of the utility’s ability
to claim accelerated depreciation for income tax purposes on all assets as of the violation date
and on subsequent additions. A violation of the Code’s normalization requirements would have
serious negative impacts on the Company and its customers.

Rate Base Adjnstments
9, In the Order, Schedule 1 on page 56, the Commission reduced the Company’s
jurisdictional rate base of $563,599,436 by $2,754,675. On MFR Schedule G-1, page 4,

Peoples made other reductions to rate base which were in accordance with prior Commission




decisions. As a result of prorating rate base disallowances across only investor sources of
capital or as specific adjustments to equity as depicted on Schedule 2 to the Order and on MFR
Schedule G-3, page 2, without first reducing the ADIT related to the excluded items, the
Commission excluded plant-related items from rate base but fajled to adjust the ADIT
associated with the excluded items. In other words, the ADIT included in the capital structure
contains amounts related to excluded rate base components. Fairness and consistency require
that any ADIT balances related to net plant removed from rate base, such as those items
referenced above, should also be removed from ADIT balances.

10. A spreadsheet showing the appropriate amounts of ADIT associated with the rate
base reductions approved by the Commission is attached as Exhibit B to this motion. The
ADIT adjustments identified on Exhibit B should be made in order to avoid a likely violation of
the Code’s normalization requirements. Attached as Exhibit C is a recalculation of the
Company’s weighted average cost of capital, and Exhibit D is a recalculation of the resulting
revenue requirements. As shown on Exhibit D, the impact on revenue requirements is an
increase of $169,912,

11. In order to avoid a potential normalization violation, Peoples requests that the
Commission reconsider the reconciliation of rate base with the capital structure, specifically, the
investor only pro rata adjustments and the 100 percent equity adjustment for the plant-related
items shown on Exhibit B. Peoples believes that the IRS would conclude that the consistency
provisions set forth in Code Section 168 have not been employed appropriately in the Order.
Should the Commission agree with the Company’s position and recommended changes,
Peoples’ weighted average cost of capitail and revenue requirements should be adjusted and the

ongoing surveillance report calculations should reflect the pro rata adjustments over invesior
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sources of capital and the 100 percent equity adjustment only after reducing the ADIT included
in the capital structure by the amount of the ADIT related to the plant-related items excluded
from rate base.

WHEREFORE, Peoples respectfully urgeé the Commission to reconsider its Order No.
PSC-09-0411-FOF-GU and recognize that the foregoing calls for a recalculation of Peoples’
weighted average cost of capital and the resuiting revenue requirements calculated by such
order.

Dated this 24th day of June, 2009.

Respectfully submitted,

Ansley Watson/ Ir. )
Macfarlane Ferguson & McMullen
P. O. Box 1531

Tarpa, Florida 33601-1531
Phone; (813) 273-4321

Fax: (813) 273-4396

E-mail: aw@macfar.com

Attorneys for Peoples Gas System




CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and copy of the foregoing Motion for Reconsideration
has been furnished electronically and by U. S. Mail this 24th day of June, 2009, to the following:

Caroline M. Klancke, Esquire
Office of General Counsel

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Charles J. Rehwinkel, Esquire
Office of Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399-1400

Ms. Annette Follmer

. S, Gypsum Company

P. O. Box 806278

125 S. Franklin Street
Chicago, Illinois 60680-4124

Katherine E. Fleming, Esquire
Office of General Counsel

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

John W. McWhirter, Jr., Esquire
McWhirter Law Firm

P. 0. Box 3350

Tampa, Florida 33601-3350

- Ansley Watsoﬁ, Ir.




Westlaw
PLR 200418001, 2004 WL 932116 (RS PLR)

C
PLR 200418001, 2004 WL 933116 (IRS PLR) -

Interna) Revenue Service IR.$.)
- IRSTLR

Private Lotier Ruling
Tasue: April 30, 2004
Jamuary 19,2004
Section 167 - Depreciation]67.00-00 Depreciation
167.22-00 Fublic Utility Propesty
167.22-01 Nowaslization Rides

Peoples Gas System
Docket No. 080318-GU
Motion for Reconsideration
Exhlbit A

Page 1 of 5

‘Filed: 6/24/08

Fage 1

Section 168 — (Repealed-1976 Aef) Amortization of Emergency Fecilitics168.00-00 Modified Accelerated Cost

Rc::amy_ﬂya_m

168.24-00 Fublic Utllity Property
168.24-01 Nonnalization Rules
CC: PSI: B0S - PLR-101933.02
In Re:

Private Letter Ruling Request on Nenmalization.
Taxpayer =

Commission =

Department =

Stata K..

Daty ] =

Date 2=

Date 3=

Dato 4 =

Duate 5 =

© 2009 Thomsan RmnqmlWesLNn Claim to Orig. US Gav. Works.




Peoples Gas System
Docket No. 080318-GU

Muotion for Reconsideration
Exhibit A
Page 2 of 5

! Filed: 6/24/09

FLR 200418001, 2004 WL 933116 (RS FLR) Page2

38 =

sc -t

Diear *en 3

This letter is in Tesponse to your letter duted. December 2, 2002. requesting a ruling wader the nnrmal:zaﬁon E-
quirements of former section 167(1) and:section 168()(9) of the Intemial Revenve Code with respect to the accu-
mufated defarred. federa) income tax- '(CADFIT™) restive attribustable to Pproperty-that is removed: from. Taxpayer's
regulated books of acequnt.

Taxpsyer represents that the facts are as follows:

Taxpayer is-the parent company of an affilisted group of corpordtions that files & consclidsted federal income
tax reftum on & calendar-year basis using the accrual method of accounting. Taxpayer is. a regulated. publicuﬂhly.

engaged in, among cther things, the generation, trsmission, ﬁsm‘b'nﬁm and sale of alectrical ensrgy.

'In Btute X, ‘Taxpayer provides slectrio: dism’huﬂm and trangmission services and i rugulxted by the- Commis-
slon, Tuxpayer's rates in State X are egisblished and; approvndby the Commission on a “rute of refim" basis,

On Date 1, the Commizsion ordered. andits of both the eleétric : transmision . and electilc distribution plent. ae-
oounts .¢f Tnxpayur in State X. The purposet of the andit were (1) to support and establish. propet depraciation
sates for fisture ratemaleing, and (2) to identlfy and remove from regulsted plant socounts:any:kssste not i ser-

vice, not properly idmtifed, aot verifisble, o not properly includible ex trmsmission md distribution assets,

The final s.udn reports (one for tmsminsion ‘plant and one for dIstrﬂmtim plant) issucd on Date 2 end Date 3,

and mdapandent viloation condoeted l:y lha auditors. The aﬁiusmﬁnts.to: these plsm acnount balances resulted
from ‘Taxpayer not properly. maintelning It plant accounts. Following tho'lssuance of the mudit report, Tmpayer
end the Department, emong athers, éntered into g scttlement agreement.

Pursuznt to the settiement whleh 11 pending before the:Comniission, property in the amount of SB {“Excluded
Property”) will bs removed from: Taxpayers reguluted honks of sccount. Howeyar, the accanmlated deprecistion
pasociated with the Excluded Proptrty. wi]l not be removed from T (pe _gulmd bouks of accounty

In Date 4, Taxpayer initisted a rofe case in: Stale X with ruquct to its State }{ electris -division, In its initial rete
oBge ﬁlm,g Taxpayer excluded fram its ‘computation of regulated rate base the Excluded Propesty in accordance
with-the scttlement referred to sbove. As noted sbove, the accumulated dapreciation reservs In rata base was not
adiusted for the accumulsted depreciation resexve on-the Bxcluded Property, Texpayer did not reflect regnlstory
depreviation associated with the Bxcluded Property In efiher its regulated deprociation expense or In its compu-
tation of reguiated tax expense, Addhionzlly, Taxpayer removed the ADFIT reserve associated with the Bx-
c!uded]?mpurty {in the amom:tofsg} fror Bs mpuhhon nfreguhtedmcbuse.

The Department tock ‘the oppé

poaitiun nn tl:a ADF!T rssmz aasoclatud?'wiﬂ_l the: Exclnded Prope.rty and
mughttohavuﬂ:hwmm K s o aceount o sorve as'a reduction
fo rate base. However, in its finul oider dated Date 5, the Commissian adopted Tuxpayor's position snd agreed to
the removal of the ADFIT reservo-associated with the: ‘Bacluded Froperty, but:ordered Taxpayes to submit g let-
ter mlmg request {n the Internal Revenue ‘Service for the ‘purpose of determining whether adoption of fhe De-
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purtments proposed treatment of the ADFIT yeserve nssociased with the Excluded Property violstes the normsl-.
tzation requirements.

Agcordingly, Texpayer secks the following rufing:

_Would the maintenance of the ADFIT. raserys, assumalaad ‘with. the. Exc!udud Pmperty on Taxpayer’s vegulated
‘books of account and jis reflection in. the cumpmnﬂnn of repulated. mte brse Gonstitute & violation of the normal--

ization niles wnder former section 167()).and section !680)(9) of the. Code, -and -géetion . 1. 16'!{1}-1(b) and:
1. l&?{a)-ll(b}(ﬁ} of the ncome Tax: Regulations?

Lay and Analysis
Section 168()){10) of the Code provides, in part, ‘that the teom: “pubhc uﬁlity property”™ meqns property used pre-
dominantly in the trade or business of the furnishing or sale of elechionl energy if tho rates for such furnishing

.ar sale, #s the case may b, have bee.u established or approved by Stats of political subdivision thereof; by any

agency of instrameptality -of the United Statss, or by-a:public service or pablic utility commission.or-other simil-
ar body of any State oz poliﬂcal obdivision thereof,

Prior to the Revemis Racnncﬂlntion Act of :1990, the definition of public aitility property wai. contained in sec~
tion 167(N(3XA) of the Code and seotion 168(1)(10) ‘which defined-pablic. utility property by mesns of a cross
reforence 10 seotion 167(){3)(A). The definition of public niility property is umchanged, Section 1, Id?(l)—l(b)(l)
of the regulations provides thet under section 18TIN3)A)Y, propeny is- “mblic. ulill!;y prop orty during any period
in which it Is used predominantly In & section -167(]) public utility sctivity, The term "sut:hnn 16%(1) public util-
ity acfivity® means, in part, the trade.or ‘business of the: ﬁn‘nishin; o szfn . of eleciricel enarey i the rates for wuch
fusnishing or salo have been: established or epproved by 8 yegulatory body described in-section. J6H(IXINA). The
term Mregulatory body descyibed-in section lﬁ‘?(l)(!)(&)‘ eans a Stajs (inchiding the: District of Columbia) or
political subdivision thereof, any agency or inshumentality of the Ugited ‘States, or-a public service or public
utility mmmissinn OF. other bndy of any: Stnu: or puﬁﬁml mbdivislun tlment‘ simllm- ch a nom:;lkslon. ‘The

e ry body that bas ihe
 power o approve. such rm_a. ﬂmugh suah body has Iaken 1o sction on ﬂ:a flled achaduln or. saaaml]y leaves un-
distorbed rates filed by {he taxpayer.

Section IES(ﬂ[‘IJ of the Code-provides that the depreciation deduction determinad under section 168 shall not

apply to any public utility property (within the meming of section. 168(1)(10)) if*the ‘taxpayer does pot nse'a por-
ma]imtlm method of aceotmiting:

1o order to use 2 nowmalization method of accounting, saction- 168(E)ONAXT) of the Code Tequires the taxpayer,
“in cmmnmgitamchpnnseEorpmpomofutablishhgihmﬁufmﬁmtbrumkingpnmmmadmﬂwt—
ing opersting results in ‘its regulated bocks of sccount, to nsy & method of depreciation ‘with respest to public
utility property that I3 the samo &8, and admhﬁmpﬁdfmm&wamthathmshummmem
od and period nsed to computa its depreclation for-such purposes, Undar section. 168@XONAXI); If the smowt
allowable as a deduction under section 168 ‘with respect to:public utility pmperty differs. from the amount. that
would be n]lcmab]n as & deducton under section -167. using the. method, ‘period, first and last year convention,
and salvage valus vsed to compnte regitlated tit expenze under section 168(X9XAXH), the taxpayer must make

adingtments to 4 reserve to reﬂaat the deferral of taxey mnlnng from sach differénce,

Section 168G)O}BXI) of the Code provides that oo way fn which the requirements of section 168()9XA) ero

© 2009 Thomson Restters/West. No Claim to Orig. US Gov. Warks,
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not met is If the txpayer, for ratemaking purposes, Utes a procedurs or adhistment that is inconsistent with the
requirements of section 168((9)(A). Scotion 168(TINBY(iH) provides that'the procedurss mnd adjustments that
aro to be trested as inconsistent for purpases ‘of section 168(9)RY(E) shall include any procedure or adjustment
for retemaking purpoges thalt uses-an estinate or projection of the txpayer's tex expiense, depreciation expénse,
or reserve for deferred faxes under section 168(NYKAXE) unlesa such estimate or projection is also used, for
ratémaking purpases; with respect 1o the other two such items and witlt respoct to the rite base, '

Former section 167(1): of the Code generally provides:that public utilities are entitled to use aocelsrsted methods
of depreciation if they use ‘' “norinalization’ method of ‘Acconnfing® A normalization method of pecounting is
defined in former section 167(D(3)(G) in v mamner consistent with that found in section 168()(9N(A). Accarding
to former section 167()(3)G), the consistency requiremsnts of section 163()(9)(B) apply to former sectlon 167(l)..

Section 1.167(D-1(kX1)D) of the reglations provides that the rescrve. established for public wtility property
should eflect the fotal ount of the deferral of federal income tax lubility resulting from ko taxpaysrs use of

different qubiecinﬁm'.méﬁo’da;_fnr'.tax andratam‘akin;pm'poses _

Section 1.162(1)-1(h)1){lii) of tha regulstions provides that the amount of federal income tax Hability deferred
28 2 vosult of the use of differant depraciation metheds fortax and ratemaking purposes is. the excess (compisted
without regard. to credits) of the amount the tax Habiiity would hisve been had.the deprociation methiod for ratem-
sking purposes been used aver tho'amount of the.ectual fax lishility, This amount shall be taken into-account for
the taxable yesr b1 which the different methods of depreciation are used.

Section 1.167(1)-1(bX2XD of the regulations provides that the taxpayer weust crédit this amount of deferred taxes
to a reserve for deferred taxes, a dsprecintion raserve, or other feserve mecount. This regulation fnther provides
that the aggregats amoust allocable to deferred taxes may be reduced {o reflect the amount for any taxable year

by which federal income texes are gredter by fenson: of tho prior use of different methods of depreclation under

seetion 1,670 3Ch)(1X(D or to raflect-asset retirements or the expication .of the period for depreciation used for
determining tha aliowance for deprecistion ymder section: 167(g). o*

Bectlon1.167(a)-11{(b)(6) of the regulations provides simflar rales for public wiility property subject 1o depreci-
ation underthe Clasa Lifs Asset Dopreclution Range System (CLADR},

In the present situation, Taxpayer's rate base, tax: expense, and depreciation. expense for ratemaking purposes

will be determined without the .cost of the Bxchided H the ADPFIT restive. associated with the Ex--

cluded Proparty is not removed frim Tax

ded P axpayer's. fegulated books of ccount and is wesd to veduce Taxpayer's
Tate base, the consistency requiremont of section 168()(9)(B) will be violaiad becowse Taxpayer will not include
the coat of the Excluded Property in its-rats:bese or inchude the amount of selated depreciation in its computaion
of tax expente and depreclation expense for rmemeking purpases, R |

Ruling

Based ‘solely. on Taxpayer's repmsentitions and. the Jaw ani analysis as- set forth above, we conclade that the
maitittnmmce of e ADFIT. reserve associsted with the Excladed Property an Taxpayer's regulatsd books of ac-
count und {is reflection in the.computation of regulated rate base would constitite a violation of the novmaliza-
tion toles under former section 167(T) ‘and seotion 168(}{(9) of the Codo, -and sections 1.167(1>1(b) and
_L167()11()(6) of the regulation, '

© 2009 Thomszon Reatere/West. NoClnun 10 Orig. US Cov, Works,
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Buxoept a5-specifically set forth above, no opinlan is expressed conterning the federal income tex consequences
of the above-described facts under any other-provigion of the Cods or Tegulations, This letter. rallng is -disectad
ouly to:the texpayer who raquasted it, Seetion: G110(k)(3) of the. Cod: provides that this ruling may not be used
or cited as precedent.

In ‘accordanca with: 1hu power of attomey on file, a copy.of. this letter is bemg sent to Taxpayer's authorized legal
repraseniative,

Sincerely yours,
Knthiesn Reed
Sezijor Tachnician Reviawer '
Office of the Associate Chief Counscl (Passthrotghs anil Special industriss)
Enciosures (2
Copy ot thils letter
Copy for sectfon 6110 purposes
This documient may not be used or cited as precedent, Stction §110(X3) of the Internal Revenus Code,

PLR 200418001, 2004 WL 933116 (IRS PLR)
END OF DOCUMENT

© 2009 Thamson Reuters/West. No Cleim to Orig: US Gov. Works,



Previons Commission Ordered Adjustments:

WFNG Acquistion Adjustment
Non-Utility
MEP (MSEA)
Property Held for Future Use
Worling Capital

Subtotal (Per MFR G-1, page 4)

Current Commission Ordered Adjustments:

Plant in Service Reduction
Cost of Removal Overstatement
Subtotal (Per Schednle 1 of Final Order)

Grand Total

Peoples Gas System
Capital Structure / Rate Base Adjustments

Potential
Total Violation of Associated ADIT*
Adjustments  Normalization? Specific Pro Rata

$ (963,000} Yes $ - $ (371,477

(202,184) " Yes (5.927) -
(200,000) Yes . (9,820)

(228.955) No - -

(11,978,123) No - -
(13,572,262} (9,927) (381,297)
(1,959,308) Yes - {6,424)
{795,371) Yes - (317,773)
(2,754,679 - (324,198}
$  (16,326,94]) 5 9,927) § {705,495)

* Offset to the reduction in ADIT would be a pro rata adjustment over investor sources of capital or 100% equity for the non-utility adjustment.
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Company As Flled

Common Equity

Long-term Deht

Short-tarm Dabit

Preferrad Stock

Customer Deposits

Deferrad lncome Taxes

Tax Credits - Zero Cost

Tax Credits - Weighted Cost
Tatal

Equity Ratio

Commission Adlusted

Common Equity

LongHterm Dabt

Short-term Debt

Preferred Stack

Customer Deposlis

Deferrad Income Taxes

Tax Credits - Zero Cost

Tax Credits - Walghted Cost
Total

Equity Ratio

Adlusted to Address
N I

Common Equity

Long-term Debt

Short-term Debt

Prefarred Stock

Customer Deposits

Deferred Income Taxes

Tax Credits - Zaro Cost

Tax Cradits - Walghted Cost
Total

Equity Ratio

Interest Ization
Dollar A ange

{ ong-term Debt
Short-term Debt
Customer Deposits

Total

Peoples Gas System

Peoples Gas System
Docket No. 080318-GU
Motlon for Reconsideration
Exhibit C

Page 1 of 1

Flled: 6/24/09

13-Month Average Capital Structure
December 2009 Projactad Test Year

(%)
Company Cost Welghted
Adjusted Ratio Rate Cost
$273,561,565 48.54% 11.50% 5.58%
222,773,987 39.53% 7.20% 2.85%
3,456,397 0.B1% 4.50% 0.03%
0 0.00% 0.00% 0.00%
36,128,943 6.41% 6.85% 0.43%
27,670,682 4.91% 0.00% (.00%
7,862 0.00% 0.00% 0.00%
0 0.00% 0.00% 0.00%
§563,509 436 100.00% - B.98%
54.74%
(%) (%) (%)

% Spacific Pro Rata Commission Cost Welghted
Amount Adjustments  Adjustmants Adiusted Ratio Rate Cost
$273,561,565 $O ($1,507,776) $272,053,789 48.51% 10.75% 5.21%
222,773,987 1] {1,227,853) 221,545,134 39.50% 7.20% 2.84%

3,456,397 0 {19,050} 3,437,347 0.81% 3.02% 0.02%
L 1] o 1] 0.c0% 0.00% 0.00%
36,128,543 0 o 36,128,943 5.44% 5.65% 0.43%
27 670,682 0 0 27,670,682 4.53% 0.00% 0.00%
7.862 0 0 7.862 0.00% 3.00% 0.00%
0 0 0 0 0.00% (.00% 0.00%
$563,599,438 S0 ($2,754,679) $560,844,757 100.00% 8.50%

54.74% £4.74%

(%) ity (5}

(%) Specific Pro Rata Ad|usted Cost Walghted
Amount Adjustments  Adjustmenis or Motion Ratio Rate Cost
$272,053,789 $9,927 $386,153 $272.449,869 48.568%  10.75% 5.22%
221,546,134 0 314,483 221,860,597 30.56% 7.20% 2.85%

3437347 I} 4 879 3,442,226 0.61% 3.02% 0.02%
0 [} [ ¢ 0.00% 0.00% 0.00%
36,128,943 0 0 36,128,543 8.44% 6.65% 0.43%
27,670,682 {9.927) {705,495) 26,955,260 4.81% 0.00% 0.00%
7,852 0 0 7,862 0.00% 0.00% 0.00%
_o 0 0 0 0.00% 0.00% 0.00%
$560,844,757 $0 $0 $560,844,757 100.00% 8.52%
54.74% 54.74%
& (%) %
Adjustment Effect an Effact on
Amount Cost Rate Interest Exp. Tax Rale  Income Tax
5314,483 7.20% 522,641 38.575%  (38,734)
4,879 3.02% 147 38.575% {57)
a 8.65% 0 38.575% 4]

!58,791 )



Peoples Gas System

Revenue Requirements Calculation
Dacember 2008 Projected Test Year

Line
No

t Rate Base

2 Overall Rate of Return

3 Required Net Operating Income (1)x{2)
4  Achieved Net Operating income

8 Net Operating Income Deficiency (3)-(4)
B8 Net Operating Income Multiplier

7 Operating Revenue Increase (5)x(6}

8 Change In Revenue Requirements

Calculation of Revised Net Operating Incoms:

Commisslon Adjusted NOI
Interest Synchronizatlon change
NOI| Adjusted per Motion
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Adjusted
to Address
Commission Neormalization
As Filed Adjusted Requiremants
$563,599,436 $560,844,757 $560,844,757
8.88% 8.50% 8.52%
50,060,255 47,671,804 47,783,973
33,044,697 36,018,112 36,027,903
16,115,558 11,652,692 11,758,070
1.6436 1.6436 1.6436
$26,488,001 $19,152,365 $190,322,277
$169,912
$36,019,112
8,791

SR8



