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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
WITNESS: PARSONS

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
REBUTTAL TESTIMONY
OF

RACHEL B. PARSONS

Please state your name, address, occupation and employer.

My name is Rachel B. Parsons. My business address is 702 North
Franklin Street, Tampa, Florida 33602. I am employed by
Peoples Gas System, Inc. (“Peoples” or the Y“company”)as the

Head of Financial Performance.

Are you the same Rachel B. Parsons who filed direct testimony

in this proceeding?

Yes, I am.

Have your title and duties and responsibilities changed since
the company filed your prepared direct testimony on April 4,

20237

Yes. Effective June 7, 2023, my title changed to Head of
Financial Performance. The company filed a revised version of
the first page of my prepared direct testimony on June 21,

2023. That document reflects my revised duties and
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responsibilities.

What are the purposes of your rebuttal testimony?

My rebuttal testimony serves four general purposes.

First, I will address the accounting and ratemaking issues
identified by witness Lane Kollen in his testimony filed on
June 22, 2023 by the Office of Public Counsel (“OPC”). In the
process, I will address the depreciation proposals by OPC
witness David Garrett reflected in the revenue requirement
calculations presented by witness Kollen. I disagree with
OPC’s accounting and ratemaking proposals, but I conceptually
agree with one of them and have included it in the company’s

revised revenue requirement presented with this testimony.

Second, I will provide information on five accounting and
ratemaking issues arising from the company’s responses to
OPC’s discovery requests and proposed by OPC at the informal
issue identification meeting coordinated by the Staff of the
Florida Public Service Commission (“FPSC” of “Commission”) on
June 23, 2023. OPC has indicated it may propose adjustments
to the company’s proposed 2024 revenue requirement increase
for those issues, so I will address them in a way that informs

the Commission’s consideration of them.
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Third, I will comment on witness Kollen’s quantification of

adjustments and recommendations made by witness Garrett.

Finally, I will present the company’s revised revenue
increase request that corrects certain errors identified
since we filed our case on April 4, 2023, updates information
on certain budgeted expense amounts that change the company’s
test year revenue requirements, and reflects the Commission
Staff’s audit findings plus other adjustments to base rate
recoverable 0&M expense proposed by OPC that the company does
not contest. Taking into consideration these three categories
of adjustments, the company has revised its requested net
revenue requirement increase downward from $127,624,042 to
$124,942,677. This revised request does not include the
$11,647,804 of Cast Iron/Bare Steel Rider revenues the

company proposes to move from the rider to base rates.

Have vyou prepared an exhibit supporting vyour rebuttal

testimony?

Yes. Exhibit No. RBP-2, entitled “Rebuttal Exhibit of Rachel

7

B. Parsons,” was prepared by me or under my direction and
supervision. The contents of this exhibit were derived from
the business records of the company, and are true and correct

to the best of my information and belief. My rebuttal exhibit
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consists of the following nine documents:

Document No. 1 Revised Revenue Requirements

Document No. 2 Account 921 Average Increase

Document No. 3 Historical Storm Costs in 2024 Dollars

Document No. 4 RNG Revenue Requirement & Cost Recovery

Document No. 5 Capital Expenditure Analysis

Document No. 6 Dec. 31, 2023 Depreciation Study Impact

Document No. 7 Revision to SeaCoast Overhead Allocation

Document No. 8 Vehicle Retirement Impact on NOI and Rate
Base

Document No. 9 Discovery Responses and Other

Referenced Documents

I.

Kollen’s Proposed Adjustments

How will you address the accounting and ratemaking issues
raised in sections II, III, and IV of witness Kollen’s

testimony?

Witness Kollen proposes 12 adjustments to the company’s
proposed 2024 net operating income (“NOI”), four adjustments
to the company’s proposed 2024 rate base, and four adjustments
to the company’s proposed 2024 capital structure and rate of

return.
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Seven of his NOI adjustments reflect OPC’s proposals on

discrete NOI issues. I will address those issues first.

One of his proposed rate base adjustments reflects OPC’s
position on the company’s forecasted capital expenditures and
plant additions in 2023 and 2024. I will address that as a
discrete issue, even though it factors into his proposed

overall capital structure adjustment.

One of his proposed NOI adjustments and one of his rate of
return adjustments reflect OPC’s position on the 2023

Transaction, so I will address those adjustments together.

Four of his proposed NOI adjustments, three of his rate base
adjustments, and one of his capital structure adjustments
reflect OPC’s positions on the company’s depreciation study,
proposed depreciation rates, and test vyear depreciation

expense, so I will address those issues as a group.

His remaining capital structure and rate of return
adjustments reflect witness Garrett’s proposed return on
equity and synchronize the company’s capital structure with
OPC’s proposed adjusted rate base amounts. I will address
both of those issues near the end of this section of my

rebuttal testimony.
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A. Discrete NOI Issues

1. General

Witness Kollen states that Peoples’ Dbudgets were not
developed in the normal course of the company’s budgeting
process and that the forecast for 2024 was developed to
support the requested rate increase and that they incorporate
assumptions and methodologies biased upward to the company’s

requested increase. Do you agree with these statements?

No. The timing of the preparation of our 2024 budget was
adjusted to meet the schedule for filing this rate case;
however, that change was a practical necessity of filing a
rate case with a forecasted test year. The company developed
its 2024 budget using its normal budgeting processes and the
company’s Board of Directors approved the budget before the
company filed this rate case. The company’s 2024 budget
assumptions properly reflect the company’s evaluation of
resources needed to provide safe and reliable gas
distribution services on a sustainable basis to customers and

to meet future demand for natural gas across Florida.

In OPC witness Kollen’s testimony, he states there is evidence
that the last base rate proceeding reflected excessive
operating expenses and overstated its revenue requirement. Do

you agree there 1is evidence the company included excessive
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operating expenses in the last base rate proceeding and the

implication that it has also done so in this proceeding?

No. Although the company’s actual 0&M expense for 2021 was
lower than the requested 0&M expense in the 2021 rate filing,
the actual 2021 results were lower and largely driven by COVID
pandemic impacts. Through 2020 and 2021, COVID significantly
impacted our customers and altered the company’s expense
profile as many team members shifted to working remotely. In
2022, the impacts of COVID began to abate, and the company’s
operations and maintenance expenses returned closer to normal
and historic levels. The impact of COVID on the company’s
operations in 2021 was unique and unprecedented. Witness
Kollen’s attempt to draw conclusions about 2024 using 2021

budget variances is misplaced.

2. Staffing

Witness Kollen proposes to reduce the company’s test year
payroll and related expenses by $9.686 million, which would
entirely eliminate the company’s forecasted staffing

increases. Do you agree with this adjustment?

No. The company has Jjustified its forecasted staffing
increases for 2023 and 2024 in: (a) my direct and rebuttal

testimony; (b) response to several interrogatories including
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but not limited to OPC’s First Set of Interrogatories No. 13
(see Document No. 9 to my Exhibit RBP-2, pages 1-6) and OPC’s
Fourth Set of Interrogatories Number 201 (see Document No. 9
to my Exhibit RBP-2, page 7); (c) the prepared direct
testimonies of Helen J. Wesley, Timothy O’Connor, Christian
C. Richard, and Donna L. Bluestone; and (d) the rebuttal
testimony of witnesses O’Connor, Richard and Bluestone. The
company asserts it has proven the need for its forecasted new
team members based on the growth of its system and increased
work activity, the majority of which is non-discretionary.
Therefore, witness Kollen’s proposed staffing adjustment to
remove all positions forecasted to be added in 2023 and 2024

should be rejected.

Does the company need the new administrative and general
employees forecasted in the finance area to be hired in 2023

and 20247

Yes. Peoples witness Bluestone discusses administrative and
general staffing in her rebuttal testimony, but I will explain

the Finance staffing.

Three of the eight finance positions were replacement
positions and have already been hired, and the remaining five

positions are necessary to support the financial needs of the
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business.

Peoples needs the Treasury Analyst position to support new
requirements related to Peoples’ independent financings
associated with the 2023 transaction and will replace support
currently being provided by Tampa Electric. Peoples needs the
Manager, Commercial Investments and Analyst positions to
provide financial and project evaluation support to the
opportunities being explored by the company’s Gas Supply and
Development team to serve large commercial and industrial
customer demand rising from increased decarbonization
requirements. The team members filling these positions will
also support enhanced financial profitability analysis to
ensure appropriate revenue projections and rate analysis. The
two co-op positions will provide the company with a cost-
effective way to provide a potential pipeline of talent for
filling entry level finance positions and developing future

leaders.

If the Commission concludes that some of the added positions
should be removed from the test year revenue requirements,

how do you propose that those adjustments be made?

Each position the company proposes to be added over the years

2023 and 2024 should be evaluated by the Commission on its
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individual justification and need to support the growth and
increased activity of Peoples’ distribution system. Through
the company’s combined testimony and interrogatory responses,
we believe we have provided proof of our careful consideration
and justifications for each position. In MFR G-2, pages 19c-
19%e, the company has specifically detailed the labor cost for
each proposed position being added in 2023 and 2024. 1In
addition, in response to OPC’s Fourth Set of Interrogatories
No. 202 (see Document No. 9 to my Exhibit RBP-2, pages 8-10),
the company provided in electronic format the support file
“OPC Fourth IRR No. 202.xlsx” that includes the tab “IRR 202
Detail” that details the 2024 test year labor 0&M expense,
benefits 0&M expense and payroll tax for each individual
position being added. If the Commission decides to remove
certain added ©positions from the test year —revenue
requirement, it need not resort to the broad-brush approach
advocated by OPC. Rather, it can individually remove the
related labor and benefits 0O&M expense and payroll tax for
each position as appropriate to adjust NOI by using the
detailed information by position included in the file ™“OPC

Fourth IRR No. 202.x1lsx” tab “IRR 202 Detail”.

However, we Dbelieve we have provided proof of careful
consideration and evaluation of each position and that OPC

witness Kollen has not provided commensurate rationale to

10
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warrant removal of all positions.

3. Office Supplies and Expenses for Employee Additions

Witness Kollen proposes to reduce the company’s proposed
revenue increase by $1,162,000 to eliminate the company’s
proposed increase to account 921 office supplies and expenses
associated with staffing increases. Do you agree with his

proposal?

No. As stated above, the company has justified its forecasted
staffing increases for 2023 and 2024, and these costs will be

necessary to support these new team members.

If the Commission agrees with witness Kollen that some of the
office supplies and expenses for employee additions should be
reduced in the test year, how do you propose that those

adjustments be made?

If the Commission decides to remove certain positions from
the 2024 test year, then the associated reduction in account
921 should be made based on the department the position was
budgeted in. In Exhibit RBP-2, Document ©No. 2, I have
calculated by department the per headcount added average
increase in 2024 account 921 office supplies and expenses. If

the Commission determines that a position identified on MFR

11
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G-2, pages 19c-19e should be removed from the company’s 2024
test year revenue requirements, then the associated pro-rata
reduction in account 921 office supplies and expenses can be
determined using the average amounts by department provided

in Exhibit RBP-2, Document No. 2.

4., 2023 and 2024 Pay Increases
Witness Kollen proposes to reduce payroll and related
expenses 1in the test year to reflect lower wage escalation

factors. Do you agree?

No. The company’s proposed wage escalation factors for 2023
and 2024 are reasonable for the reasons explained 1in the
rebuttal testimony of Peoples witness Bluestone; therefore,

witness Kollen’s proposed adjustment should be rejected.

5. Capitalization of A&G Expense

In OPC witness Kollen’s testimony he asserts the company’s
forecasted capitalization of administrative and general
("A&G”) expenses of $11.0 million in 2024 is too low of a
credit to A&G expenses and should increase with capital
expenditures and increases in A&G expenses. Do you agree with
his recommendation to have the Commission increase the

company’s 2024 credit in account 922 to $13.125 million?

12
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No. As stated in response to OPC’s Fourth Set of
Interrogatories, No. 185 (see Document No. 9 to my Exhibit
RBP-2, page 11), the company deemed it reasonable to keep the
A&G allocation to capital at $11.0 million in the 2023 and
2024 budgets as it had already increased from $8.0 million in
2020 to $11.0 million in 2022. Excluding the FGT to
Jacksonville Export Facility project, the 2024 capital budget
is $314.2 million, which is lower than the recent history
that was considered in the increase to $11 million already
reflected. In fact, the 2024 budgeted capital spend is less
than that experienced in 2020 ($339.0 million), 2022 ($325.2
million) and expected in 2023 ($364.4 million excluding FGT
to Jacksonville Export Facility project). For this reason, I

disagree with Kollen’s adjustment.

6. Storm Expense Accrual

In OPC witness Kollen’s testimony, he states that the
company’s methodology for determining the appropriate annual
storm reserve accrual is flawed because it includes the costs
of Hurricane Michael that was recovered through a surcharge.

Do you agree with OPC witness Kollen’s assertion?

No. As stated 1in response to OPC’s Fourth Set of
Interrogatories, Nos. 183 and 184 (see Document No. 9 to my

Exhibit RBP-2, page 12 and 13), Hurricane Michael storm costs

13
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eligible under the ICCA methodology were included in the storm
reserve annual accrual analysis Dbecause those costs are
reflective of major hurricane events that may occur going
forward. In addition, the storm reserve provides the ability
to recover storm costs while also maintaining rate stability
for customers. With the appropriate annual accrual and
target, the storm reserve can provide the ability to recover
restoration costs of expected hurricane events and is not
meant for just less impactful tropical storms. The company’s
request for the surcharge to recover Hurricane Michael
incremental costs was not only due to the severity of that
storm, but also due to the inadequacy of the storm reserve
annual accrual of $57,500 established almost ten years prior
to Hurricane Michael. As seen recently with another major
storm in 2022, Hurricane Ian, the company has elected not to
recover any 1incremental costs through a surcharge to
customers and has instead elected to recover those costs from

the annual storm reserve accrual.

In the storm reserve analysis included in your Exhibit RBP-
1, Document No. 7, you used the most recent 10-year history
of storm costs to determine an annual average cost. Why is
using the most recent 10-year history more appropriate than

using the 1l4-year history as proposed by OPC witness Kollen?

14
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As seen in my direct testimony, Exhibit RBP-1, Document No.
7, for the vyears 2009 through 2015, there was no storm
activity requiring incremental costs. However, for the next
seven years from 2016 through 2022 there were six named storms
that occurred with incremental costs to our Dbusiness.
Therefore, the most recent 10-year rolling history of storm
costs is a more appropriate period to include in the analysis
as it 1s more representative of current hurricane activity

impacting the State of Florida.

In your storm reserve annual accrual recommendation, you
conservatively rounded down the $545,338 10-year average
incremental costs down to $500,000. Is there any other

conservatism embedded in your methodology?

Yes. The $545,338 10-year average incremental storm cost
amount was calculated using nominal dollars that totaled
$5,453,379 and included costs dating back as far as 201e6. If
I had accounted for inflation and brought those nominal dollar
costs to 2024 test year dollars, the total 10-year history of
costs would equate to $6,402,571 or an annual average of
$640,257 (see my Exhibit RBP-2, Document No. 3). Therefore,
foregoing this inflation impact adds almost another $100,000
of conservatism to my recommendation of a $500,000 annual

storm accrual and a $5.0 million storm reserve target.

15
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Is OPC witness Kollen’s proposal to reduce the proposed

$500,000 annual storm accrual by $300,000 appropriate?

No. As discussed above, the company’s proposed $500,000
annual storm accrual appropriately considers the historical
storm costs over the ©past 10-year ©period that are
representative of recent storm activity and 1is very
reasonable and conservative considering inflation of those
historical storm costs. Therefore, the Commission should
reject OPC witness Kollen’s proposal to decrease the

company’s proposed annual storm accrual to $200,000.

7. Three RNG Projects
Do you agree with witness Kollen proposes to “zero out” the
revenue requirement impact of the company’s three proposed

renewable natural gas (“RNG”) projects in the test year?

No. All three of the company’s proposed RNG projects should
be accounted for above-the-line in the test year for the
reasons explained by witness Luke A. Buzard in his rebuttal

testimony.

Peoples planned and executed the New River and Brightmark RNG
projects consistent with and in reliance on the company’s

tariff 7.404 Renewable Natural Gas Service and rate schedule

16
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RNGS. As shown in Document No. 4 of my Exhibit RBP-2, the
company 1is recovering the total installed cost of these
projects, including a reasonable rate of return, from the
Customer using a Monthly Services Charge through the term of
the RNG services agreement and purchase sale agreement. This
will allow the company to recover the revenue requirement for
these projects over the life of the projects. As is the case
with fixed-rate, long-term customer contracts, the annual
contract revenues from the customers will not recover the
annual revenue requirement for the project in the early years,
but will exceed the annual revenue requirement in the later
years. There 1is nothing remarkable or improper about this
phenomenon; it 1is a function of how depreciation expense
reduces the net book value of the assets subject to a fixed-
rate, long-term customer contract over the useful life of the
assets. The kind of single-asset or project-specific
ratemaking inherent in witness Kollen’s proposal is
inconsistent with the way the Commission has treated the
contract revenues and revenue requirement of other long-term

customer projects (e.g., pipeline extensions).

Further, the Alliance RNG project reduces the company’s
overall test year revenue requirement by $233,414, because
the forecasted revenues from the sale of the environmental

attributes from the RNG collected and conditioned at the dairy

17
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will exceed the annual revenue requirement associated with

the Alliance project assets in the test year.

The dimpacts of all three RNG projects should be fully
reflected in the test year as proposed by the company and for
the reasons explained above and in the direct testimony of
witness Rutkin and the rebuttal testimony of Peoples witness

Buzard.

8. Property Tax Expense
Do you agree with witness Kollen’s proposal to reduce test

year property tax expenses by $2.562 million?

No. Although I agree an adjustment is required for the 2024
test year property taxes, I do not agree with the amount of
witness Kollen’s proposed reduction. The company originally
estimated the 2024 test vyear property tax to be $24.462
million. The company subsequently determined in response to
OPC’s Ninth Set of Interrogatories, No. 241 (see Document No.
9 to my Exhibit RBP-2, page 14), that the 2024 property tax
should be adjusted downward by $2.008 million to $22.454
million following the identification of an error in the
forecast workpapers used for the company’s 2024 budget.
Witness Kollen has asserted that the company’s budget for

2024 property tax expense 1is inflated because the company

18
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included an “experience trend factor” in the modeling used to
derive property values subject to tax. Witness Kollen
indicated that he believes the experience trend factor is
speculative in nature, and therefore should be disregarded
from the forecast analysis completely. He concluded that the
downward adjustment in property tax should be $2.562 million
when the experience trend factor is completely removed from

the calculation of the 2024 test year property tax expense.

The experience trend factor is the difference between the
taxable wvalues that the company has proposed to county tax
jurisdictions with the actual final taxable values derived by
taxing authorities. As evidenced in the table below, a review
of historical outcomes comparing company proposed taxable
values and final taxable values derived by taxing authorities
demonstrates that the experience trend factor is a necessary
and legitimate factor for consideration in forecasting
taxable property values. The experience trend factor shows
that the taxing authorities consistently derive higher
taxable wvalues than those proposed by the company. The
experience trend factor is no more or less speculative than
other factors, such as estimated millage rates, which are

used in the development of the property tax estimate.

19
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A

B

= (BIA) - 1

Tax | Property Value on Company

Proposed Taxable Tangible

Final Taxable Tangible Experience
Property Value Determined Trend

Year Property Tax Return By Tax Authorities Factor
2022 $1,043,416,988 $1,051,943,510 0.8%
2021 $801,162,648 $830,522,961 3.7%
2020 $732,453,468 $768,385,967 4.9%
2019 $663,201,815 $699,092,779 5.4%
2018 $603,470,017 $630,687,162 4.5%
Avg. 3.9%

In determining the

expense

of $22.454 million, the company

corrected 2024 test year property tax

used the 2021

experience trend factor of 3.7 percent. As shown in the table

above,

the average experience trend factor over the past 5

years has been 3.9 percent. Therefore,

the 3.7 percent

experience trend factor that was used is reasonable, and the

company proposes that the original 2024 test year property

tax estimate of $24.462 be decreased by $2.008 million rather

than the $2.562 million proposed by witness Kollen.

B. Rate Base - Capital Expenditures and Plant Additions

On page 23 of OPC witness

summary

comparison of the

Kollen’s testimony includes a

company’s 2021 0&M expense

projections included in the last rate case filing and its

20
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actual 2021 O&M expense. Did witness Kollen provide similar
evidence for the company’s 2021 projected capital
expenditures and capital additions in the last rate case

filing and its 2021 respective actual amounts?

No, witness Kollen did not provide similar evidence to compare
actual 2021 results with the rate case forecasted capital
expenditures and capital additions. The 2021 forecasted
capital expenditures were $263.8 million (see MFR G-1, page
26 in Docket No. 20200051-GU that is included in Document No.
9 to my Exhibit RBP-2, page 17) compared to 2021 actual of
$307.4 million (see response to OPC 1st Set of
Interrogatories, No. 82 that is included in Document No. 9 to
my Exhibit RBP-2, page 18). The 2021 forecasted capital
additions were $232.5 million (see MFR G-1, page 27 in Docket
No. 20200051-GU that is included in Document No. 9 to my
Exhibit RBP-2, page 19) compared to 2021 actual of $296.7
million (see 2021 Annual Status Report in witness Dane A.
Watson’s direct testimony, Exhibit DAW-1, Document No. 2,
page 142 of 155). For both capital expenditures and capital
additions, the company’s 2021 actual amounts exceeded the
2021 rate case forecast amounts. Therefore, utilizing witness
Kollen’s logic on 2021 0O&M expenses, the company understated
its 2024 capital expenditures and capital additions when

preparing rate case capital expenditure and capital additions

21
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budgets, not overstated it.

Do you agree with witness Kollen’s proposal to reduce the
company’s  forecasted capital expenditures and capital
additions by 6.5 percent based on a weighted average
calculation of budget variances for the years 2018 through

20227

No. I disagree for several reasons.

First, his analysis uses the company’s revised 2022 capital
expenditure budget of $338.0 million rather than the original
2022 capital expenditure budget of $299.1 million prepared
before 2022 spending started. When the company realized later
in 2022 that it was going to exceed its original 2022 capital
budget, for corporate governance reasons, the company
requested Dboard approval for a higher 2022 capital
expenditure budget amount in late October. Therefore, the
$299.1 million original capital expenditure budget is the
appropriate budget to use for witness Kollen’s analysis. With
this change, the company actually overspent by $26.2 million

or 8.8 percent.

Second, the company’s project management group was just being

established in 2018 and 2019 and its processes for managing

22
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capital projects and forecasting capital expenditures was not
fully in place. Therefore, the period that more appropriately
reflects the company’s current structure and effectiveness in
managing its capital expenditure budget is the most current

years of 2020 through 2022.

After adjusting OPC witness Kollen’s analysis to properly
reflect the original 2022 capital expenditure budget and
adjust for the more representative 2020 to 2022 period, the
company historically has overspent by 0.7 percent using the
same weighted average calculations performed Dby witness

Kollen (see Exhibit RBP-2, Document No. 5).

For these reasons, and for the reasons explained in the
rebuttal testimony of witness Richard, the Commission should
reject witness Kollen’s recommendation to reduce rate base
$33.331 million and related revenue requirement by $2.963

million.

If the Commission agrees with the logic underlying witness
Kollen’s rate base adjustment, should the Commission make an

adjustment to his proposed amount?

Yes. Witness Kollen’s calculation of the amount of the

adjustment is incorrect for several reasons.
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First, in his Excel workpaper file “OPCRESP-POD1b-000001 OPC
Revenue Requirement Recommendation for PGS.xlsx”, tab “CapEx
Act vs Bud”, cell E53 (also shown in Document No. 9 to my
Exhibit RBP-2, page 20), witness Kollen has improperly
calculated the test year reduction in accumulated
depreciation. The calculation should reflect the full year
2023 depreciation expense impacting the 2024 test vyear
balance of accumulated depreciation. Instead, witness Kollen
has improperly reflected half of the 2023 depreciation
expense impacting the 2024 test year balance of accumulated

depreciation.

Second, on row 70 of the same reference file and tab, OPC
witness Kollen makes the following statement, “No Change in
ADIT Projected for this Adjustment as both Book and Tax
Depreciation Expense Would Decrease”. This statement 1is
flawed as ADIT (Accumulated Deferred Income Tax) would be
impacted by his proposed adjustment to reduce plant additions
in 2023 and 2024 as the removal of tax depreciation expense
for these assets would exceed the corresponding amount of
book depreciation removed. Therefore, his proposed adjustment
incorrectly ignores the impact it would have on the company’s

ADIT balance in its capital structure.

C. NOI and Overall Rate of Return: 2023 Transaction
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Do you agree with witness Kollen’s proposal to reduce the
company’s test year 0&M and interest expenses by a total of
$9.7 million to eliminate the recurring incremental costs of

the 2023 Transaction?

No. Although witness Kollen correctly identified the
incremental costs and their amounts when he calculated his
proposed adjustments, his adjustments should be rejected for
the reasons explained in the rebuttal testimony witnesses

Wesley and Kenneth D. McOnie.

D. NOI, Rate Base, and Capital Structure: Depreciation

Issues
Do you agree with the depreciation-related adjustments

proposed by witness Kollen?

No. Four of his proposed NOI adjustments, three of his rate
base adjustments, and one of his capital structure
adjustments reflect OPC’s positions on the company’s
depreciation study, proposed depreciation rates, and test

year depreciation expense.

His first proposed NOI adjustment reduces depreciation
expense to reflect his proposed reduction of rate base

associated with lower capital expenditures. The Commission
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should reject his rate base adjustment and the related
$897,000 depreciation adjustment for the reasons I previously

explained in my rebuttal testimony.

His second proposed NOI depreciation adjustment would reduce
depreciation expense by $625,000 to “reflect depreciation
study date as of the beginning of the test year.” As later
discussed 1in my rebuttal testimony, witness Watson’s
calculation of depreciation rates using a December 31, 2023
study date differs from witness Garrett’s. If the Commission
decides to use the December 31, 2023 study date, the company
believes witness Watson’s calculations should be used rather

than witness Garrett’s.

His third proposed NOI depreciation adjustment would reduce
test year depreciation expense by $7,257,000 to reflect the
depreciation rates with longer 1lives proposed by witness
Garrett. As stated by witness Watson 1in his rebuttal
testimony, witness Garrett’s determination of these extended

lives is flawed and should be rejected by the Commission.

Witness Kollen’s final proposed NOI depreciation adjustment
would reduce test year depreciation expense by $17,625,000 by
amortizing the company’s theoretical depreciation reserve

surplus as a credit to expense over a ten-year period, rather
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than over the remaining lives of the assets. As stated later
in my testimony, the company believes that any such revenue
requirement reduction should not be the result of deviating
from normal depreciation study practice but rather should be
the result of the Commission’s consideration of the use of an

amortization method as a matter of policy.

1. Study Period

In OPC witnesses Kollen’s and Garrett’s testimony they state
that the depreciation study period date used in the company’s
study should be December 31, 2023 rather than the December
31, 2024 study period date used in the filing. What is the

company’s reasoning for using the December 31, 2024 date?

On page 16 of the Stipulation and Settlement Agreement (see
Document No. 9 to my Exhibit RBP-2, page 21) approved by the
Florida Public Service Commission (“Commission”) in Order No.
PSC-2020-0485-FOF-GU, issued December 10, 2020, 1in Docket
Nos. 20200051-GU, 20200166-GU, and 20200178-GU (“2020
Agreement”), item (d) states “the depreciation study period
shall match the test year in the company’s MFRs [emphasis
added] .” 1Included in the header of the company’s MFRs filed
for this rate case proceeding (see MFR G-1, page 1 for

example) are the following dates:
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Historic Base Year Data: 12/31/2022
Historic Base Year +1: 12/31/2023

Projected Test Year: 12/31/2024

Therefore, to comply with the terms of the 2020 Agreement as
written on page 16, item (d), the company believes the
depreciation study period should match the Projected Test
Year date of 12/31/2024 in the company’s MFRs rather than
match the Historic Base Year +1 date of 12/31/2023 in the
company’s MFRs. The company believes it is bound to comply
with the terms of the 2020 Agreement regardless of the

requirements under Rule 25-7.045 Depreciation(4) (d).

In witness Watson’s rebuttal testimony, he states that he has
calculated depreciation rates using the December 31, 2023
study period scenario that differ from witness Garrett’s
calculated depreciation rates using the same study date and
witness Watson’s parameters. What is the dollar amount
difference in the 2024 test year depreciation and
amortization expense between witness Watson’s and witness

Garrett’s rates?

As shown in my Exhibit RBP-2, Document No. 6, using witness
Watson’s calculated depreciation rates, the 2024 test vyear

depreciation and amortization included in the company’s NOI

28




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

calculation is $373,090 more than the amount using witness
Garrett’s depreciation rates. As shown on MFR G-1, page 23,
the company’s 2024 test year depreciation and amortization
expense totaled $87,776,676. As shown on page 1 of my Exhibit
RBP-2, Document No. 6, my calculation of the 2024 depreciation
and amortization expense using witness Watson’s December 31,
2023 study period based rates totaled $87,524,373, which is
a reduction of $252,303 from the amount in the company’s MFRs.
As shown on page 2 of my Exhibit RBP-2, Document No. 6, OPC
witness Kollen’s calculation of the 2024 depreciation and
amortization expense using witness Garrett’s December 31,
2023 study period based rates totaled $87,151,284, which is
a reduction of $625,392 from the amount in the company’s MFRs.
The difference between the $252,303 reduction using witness
Watson’s rates and witness Kollen’s reduction of $625,392 is

$373,090.

2. Theoretical Reserve Surplus

Do you agree with OPC witness Kollen’s proposal to amortize
all the company’s theoretical depreciation reserve surplus as
a credit to expense over ten years rather than over the lives

of the company’s depreciable assets?

No. As discussed in witness Watson’s rebuttal testimony,

using a specified amortization period for theoretical
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depreciation reserve surplus is not normal depreciation study
protocol but rather a policy decision. The company believes
that any such revenue requirement reduction should not be the
result of deviating from normal depreciation study practice
but rather should be the result of the Commission’s
consideration of the use of an amortization method as a matter

of policy.

In witness Kollen’s testimony he questions whether the
company will place the Dade City Connector project in service
by the end of 2023 to allow the company to amortize $8 million
of theoretical depreciation reserve surplus under the 2020
Agreement. Does the company still believe the Dade City
Connector project will be in service by end of 2023 and the
company will be amortizing the $8 million as allowed under

the 2020 Agreement?

Yes. As stated in the rebuttal testimony of witness Richard,
the company is on track to have the Dade City Connector
project in service by the end of 2023, allowing the company
to amortize the $8.0 million of theoretical depreciation

reserve surplus as reflected in the 2023 budget.

E. Other Capital Structure and Rate of Return

Do you agree with OPC’s four capital structure and rate of
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return adjustments reflected in witness Kollen’s testimony?

No. The company disagrees with all four of witness Kollen’s
capital structure and rate of return adjustments reflected in

his testimony.

His first proposed adjustment of $8.898 million includes
restating the company’s long-term and short-term debt rates
to remove the effects of the 2023 Transaction on the test
year. Although witness Kollen uses calculations provided by
the company in response to OPC’s First Set of Interrogatories,
No. 100 (see Document No. 9 to my Exhibit RBP-2, pages 22-
24), the company in principle opposes this adjustment for the
reasons explained 1in the rebuttal testimony Wesley and

McOnie.

His second proposed adjustment of $11.402 million includes a
reduction of the company’s equity component and an increase
to its long-term debt component. The company disagrees with
reducing its equity ratio from investor sources from the
existing 54.7 percent ratio for the reasons explained in the
rebuttal testimony of witness McOnie, so it also opposes the

related rate of return adjustment.

Witness Kollen’s third adjustment of $27.115 million reflects
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OPC’s proposal to set the company’s mid-point return on equity
at 9.0 percent. The company opposes OPC’s return on equity
proposal for the reasons explained in the rebuttal testimony
of Dylan W. D’Ascendis, so it also opposes the related rate

of return adjustment.

The company opposes witness Kollen’s proposed fourth
adjustment of $0.532 million associated with Accumulated
Deferred 1Income Tax 1impacts related to depreciation and
amortization adjustments, for the same reasons it opposes the

underlying adjustments to depreciation expense.

II.

OPC’s Other Issues

A. Seacoast Cost Allocations

What is Seacoast Gas Transmission, LLC (“Seacoast”) and what

is its relationship to Peoples?

Seacoast 1s a limited 1liability company that designs,
constructs, and operates intrastate natural gas transmission
pipelines in Florida, and Seacoast received tariff approval
from the FPSC in November 2008 as a non-rate regulated
transmission company. Seacoast is a sister company to Peoples
in that both entities are wholly-owned subsidiaries of TECO

Gas Operations, Inc.
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A.

Does Seacoast have any employees?

No, rather, it receives certain shared services from Peoples

and Tampa Electric.

How are the costs of the business functions performed by

Peoples for Seacoast allocated or attributed to Seacoast?

The costs are attributed to SeaCoast in one of three ways.

The first is when affiliate

team members direct charge their

labor to SeaCoast. The second is through a standard labor

distribution where Peoples
percentage of their time to
reviewed and adjusted for
support of Seacoast. The

allocation using a Modified

What amount of costs to be

team members allocate a fixed
Seacoast, which are periodically
any changes in an individual’s
last 1s through an overhead

Massachusetts Method (“MMM.”)

incurred by Peoples in 2024 are

being attributed or allocated to Seacoast during the test

year?

In the 2024 test year budget,

the labor, benefits, and payroll

tax costs projected to be directly charged or allocated to

SeaCoast through a standard labor distribution are

$1,114,451. The projected costs to be allocated to SeaCoast
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through the MMM in 2024 are $1,595,205.

Please explain the MMM process of allocating corporate

overhead costs to affiliates.

The MMM allocates costs to affiliates based on the affiliate’s
respective ratio of (i) net revenue, (ii) payroll and benefits

costs, and (iii) gross property, plant and equipment.

Since the MMM allocates corporate overhead costs using a
factor based on payroll costs and SeaCoast does not have any
employees, does the MMM under-allocate corporate overhead

costs from Peoples to SeaCoast?

While the historical approcach to allocating costs 1is
reasonable and has increased significantly over the last few
years as shown in my Exhibit RBP-2, Document No. 7, an
argument could be made that the costs are being under-
allocated given SeaCoast’s recent growth and lack of

employees.

Does the company have a proposal on how to modify the MMM to

more fairly allocate corporate overhead costs from Peoples to

SeaCoast?
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Given there are no SeaCoast employees, an alternative
approach is to include the directly allocated payroll and
benefits costs from affiliates for the last historical year

in the MMM calculation.

If the Commission agrees with the company’s proposal to modify
the MMM for corporate overhead cost allocations from Peoples
to SeaCoast, what adjustment should be made to the company’s

proposed test year revenue requirement?

By including the $1,150,287 of direct labor and benefits sent
to SeaCoast by Peoples and Tampa Electric in the MMM
calculation, the allocation of corporate overhead costs from
Peoples to SeaCoast increases $189,347 as show in Exhibit
RBP-2, Document No. 7 which results in a reduction of the
base revenue requirement of $190,837 after grossing up for

regulatory assessment fees and bad debt expense.

B. Projected Customer Growth and Usage After Filing

Has Peoples experienced unexpected customer growth in 2023
after it prepared its 2023 and 2024 budgets and filed its

petition in this case?

Yes. Through June 2023 the company has on average 3,991 more

residential customers than Dbudgeted. Commercial customer
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growth through June 2023 is on track with the 2023 budget.
However, the actual June 2023 year-to-date base revenues are
$460,000 and $1.725 million lower than the 2023 budget for
residential and commercial customers, respectively, which in

total is nearly $2.2 million lower than the 2023 budget.

Should the company’s proposed 2024 test year revenue

requirement be adjusted to reflect this unexpected growth?

No. Overall, the company believes the 2024 test year budgeted
base revenues are still reasonable considering the year-to-
date June 2023 base revenue shortfall versus the 2023 budget.
If the Commission were to adjust the test year base revenue
projections for the assumption of additional customers in
2024 above those projected by the company in its filing, then
the Commission should make commensurate adjustments to the
2024 test year O&M and capital expense projections reflecting

higher customer growth.

C. Vehicle Additions and Retirements

Has the company reflected a reasonable number of vehicles in

the 2024 test year rate base?

Yes. Peoples witness O’Connor demonstrates the company has

forecasted a reasonable number of vehicles in rate base for
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2024 . These vehicle additions were budgeted in account 392.01
for years 2023 and 2024 and are reflected on MFR G-2, pages

23 and 26.

With the addition of wvehicles in account 392.01 included in
the company’s 2023 and 2024 capital budget, should MFR G-2,
pages 23 and 26 have also reflected vehicle retirements for
that account? And if so, what is the impact of not including
vehicle retirements on the company’s test year Net Operating

Income (“NOI”) and rate base?

Yes, as stated in witness O’Connor’s Late Filed Exhibit 15
(see Document No. 9 to my Exhibit RBP-2, pages 25-26), the
company identified $1,706,817 and $1,571,627 of retirements
in account 392.01 that should have been reflected in 2023 and
2024, respectively. As a result, 2024 test vyear vehicle
depreciation expense would have decreased by $243,046 (see
calculation in Exhibit RBP-2, Document No. 8). However, as
also stated in witness O’Connor’s Late Filed Deposition
Exhibit 15, there would be no direct impact on NOI as wvehicle
depreciation expense is charged through a transportation cost
allocation to 0&M and capital expenditures and is not included
in depreciation expense in determining NOI. In the company’s
budgeting process, the increase in the 2024 wvehicle

depreciation expense was not factored into the development of
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the 2024 detailed O0O&M Dbudget for transportation cost
allocation or FERC O&M budget on MFR G-2, pages 12-19.
Instead, the 2024 wvehicle transportation allocation costs
included in O0&M expense were trended forward using 2022
vehicle transportation costs plus inflation and customer
growth in labor in areas that use vehicles, which is primarily
Gas Operations, Engineering and Pipeline Safety. Therefore,
any changes in vehicle depreciation expense due to the revised
amount of retirements would not have an impact on O&M expense
(MFR G-2, page 12-19) or depreciation expense (MFR G-2, page

1, line 6) in the determination of the 2024 test year NOI.

Regarding rate base impacts, adding the retirements to 2023
and 2024 would equally reduce the plant in service and
accumulated depreciation. Therefore, the 2024 test year rate
base amount would not be directly impacted by adding the
retirements to account 392.01. If anything, rate base would
slightly increase for the 13-month average reduction in
accumulated depreciation due to lower vehicle depreciation
expense (see calculation in Exhibit RBP-2, Document No. 8).
The company did budget salvage in account 392.01 of $84,798
and $121,995 for 2023 and 2024, respectively. Any further
increase in salvage for 2023 and 2024 would partially offset
the lower accumulated depreciation due to lower depreciation

expense discussed above. Also, when determining the 2023 and
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2024 capital expenditures, the higher wvehicle depreciation
expense was not factored into those capital budgets and no
impact to overall rate base would occur due to lower vehicle

depreciation expense.

In conclusion, although the company agrees that retirement of
vehicles in account 392.01 should have been reflected in the
2023 and 2024 plant and accumulated depreciation balances,
there would be no impact on the company’s determination of
NOI and a slight increase in rate base which would have a
minor increase in the filed 2024 test year —revenue
requirement. Therefore, correcting the 2023 and 2024 capital
budgets for the identified retirements would slightly
increase the company’s 2024 test year revenue requirements.
Due to the minor amount of an 1increase 1in revenue
requirements, the company proposes to not make any vehicle

retirement related adjustments to the company’s filed MFRs.

D. Lobbying, Charitable Contributions, Sponsorships, and

Institutional and Image Advertising

Has the company reached an agreement with the OPC on an
adjustment to move certain costs associated with lobbying,
charitable contributions, sponsorships, and institutional and

image advertising below the line?

39




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Yes. During discovery and in response to questions posed by
OPC, the company identified a total of $242,173 of costs
associated with lobbying, charitable contributions,
sponsorships, and institutional and image advertising that
were 1inadvertently recorded above the 1line contrary to

Commission policy.

Has OPC subsequently added more items to the list of 2022
base rate recoverable O0&M reductions in addition to the

originally agreed to $242,1737

Yes. OPC has added $33,236 of additional transactions above
the originally agreed to $242,173, which totals $275,4009.
Although the company does not agree all of the $33,236 should
be reductions to 2022 base rate recoverable 0&M expense, the
company is willing to reflect the additional $33,236 as a

reduction.

In Staff witness Donna D. Brown’s direct testimony, Exhibit
DDB-1, she has identified audit findings related to these
areas and other items reducing 2022 0&M expense recoverable
from base rates. What is the amount of year 2022 reductions
to base rate recoverable 0&M expense and what is the

commensurate reduction to apply to the 2024 test year?
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In Exhibit DDB-1 to Staff witness Brown’s direct testimony,
she has identified $185,606 of audit findings reducing the
company’s 2022 O0&M expense recoverable from base rates.
Although the company does not agree with all the audit
findings, I have reflected all of the $185,606 in my revised
revenue requirement later in my rebuttal testimony. In the
company’s 2023 and 2024 budgets, it has applied the inflation
assumptions as shown in MFR G2, pages 12 - 19. Factoring in
the inflation assumptions, the reduction in the 2024 test
year base rate recoverable 0&M expense resulting from witness

Brown’s audit findings is $195,062.

During the audit conducted by Staff witness Brown, did the
company also self-disclose any Dbase rate recoverable O0&M
reductions that were not included in Staff witness Brown’s

audit findings?

Yes. During the audit the company self-disclosed $64,483 of
year 2022 base rate recoverable 0&M reductions. Factoring in
the inflation assumptions, the reduction in the 2024 test
year base rate recoverable 0&M expense resulting from these

self-disclosed items is $72,074.

Are there any double-counted items between the OPC agreement

adjustments, Staff witness Brown’s audit findings and the
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company’s self-disclosed reductions to year 2022 base rate

recoverable 0O&M?

Yes, there are several individual transactions that are
redundantly included in the OPC agreed upon reductions, audit
findings and the self-disclosed reductions during the audit.
Within the OPC amount of $275,409, there are $114,408 of
redundant transactions. Support for all the redundant
transactions is included in the Excel workpapers supporting
my Exhibit RPB-2, Document No. 1, which are being provided
with my rebuttal testimony. The net incremental amount of
2022 OPC agreed upon reductions to base rate recoverable 0&M
expense is $161,001. Factoring in the inflation assumptions,
the reduction in the 2024 test year base rate recoverable 0&M
expense resulting from the incremental OPC agreed upon items

is $172,200.

Please summarize the overall adjustment to year 2022 base
rate recoverable 0&M expense, excluding the redundant items,
and the commensurate reduction to the 2024 test year 0&M

expense.

The below table summarizes the year 2022 and 2024 test year
base rate recoverable 0&M expense adjustments after factoring

in the company’s inflation assumptions.
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2022 Reduction 2024 Reduction

Audit Findings $185, 606 $195, 062
Self Disclosed $64,483 $72,074
OPC Non-Redundant $161,001 $172,200

Total $411,090 $439,336
E. Mergers and Acquisitions Activity

Are there any expenses associated with merger and acquisition

activity reflected in the company’s test year 0&M expenses?

In 2022, the company received no allocated costs from Emera
or any affiliate associated with merger and acquisition
activity. In addition, during 2022 the company did not incur
any costs for outside services related to any merger and
acquisition activity. Any time spent by company personnel to
evaluate or consider any merger and acquisition activity
during 2022 was incidental. Since 2022 actual costs are the
basis for the 2024 budget, there are no merger and acquisition

activity costs included.

F. Long-Term Debt Rate True-Up Mechanism

Witness Kollen states that he supports the company’s proposed
Long-Term Debt Rate (“LTDR”) True-Up mechanism. Do you
believe this mechanism would function as the company proposed

with OPC witness Kollen’s cost of capital proposal to base
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the company’s revenue requirements on an allocation of Tampa

Electric Company’s cost of long-term debt?

No. The company’s proposed LTDR True-Up mechanism would not
function as proposed if the Commission based the company’s
cost of long-term debt on Tampa Electric Company’s long-term
debt rates. Witness Kollen states the LTDR True-Up mechanism

4

is “essential;” however, he fails to reconcile how the LTDR
True-Up mechanism would function under his cost of capital
recommendations using Tampa Electric Company’s long-term debt

rates.

III.

Quantification of Garrett Adjustments

Have you reviewed the adjustments proposed by witness Kollen
to reflect positions taken by witness Garrett in his

testimony?

Yes. The company disagrees with witness Garrett’s proposed
adjustments and positions, but generally agrees with witness

Garrett’s calculations other than the errors noted above.

IV.

Updated 2024 Increase Request

Has the company revised its proposed revenue requirement

44




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

increase to reflect updated information on certain expenses,
corrections of errors, and reflect areas of agreement with

OPC?

Yes. As shown in my Exhibit RBP-2, Document No. 1, I have
calculated revisions to the company’s revenue regquirement
increase with adjustments netting to a reduction of
$2,681,365 that are individually explained below. With the
adjustment, the company’ s filed $127,624,042 revenue
requirement increase, net of $11,647,804 Cast Iron Bare Steel
Rider revenue requirements, is reduced to $124,942,677. These
referenced amounts can be seen on lines 12, 26 and 28 of my

adjustment exhibit.

Please explain your depreciation related adjustment for the

July 2023 Study corrections?

As discussed earlier in my rebuttal testimony, witness Watson
has revised the depreciation study for corrections that were
required. The net result of those corrections is a reduction
of the Depreciation and Amortization shown on MFR G-2, page
1, Line 6 from $87,776,676 to $87,742,948, or a decrease of
$33,728 that is shown on line 4 of my adjustment exhibit.
After the gross up for Commission assessment fees and bad

debt expense, the revenue requirement impact is a decrease of
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$33,993. In addition, as shown on line 18 of my adjustment
exhibit, there 1is an additional adjustment related to
accumulated depreciation impacts on rate base that increases

the revenue requirement by $1,574.

Please explain your depreciation related adjustment for the

Alliance RNG Project?

In response to Staff’s Interrogatories Nos. 5 and 35 (see
Document No. 9 to my Exhibit RBP-2, pages 27-30), the company
noted that its filing classified the Alliance RNG Project
assets in the wrong accounts. In the filing the assets were
classified in account 376.00 Mains Steel, but after further
consideration, the company believes that accounts 376.02
Mains Plastic and 378.00 Measuring & Reg Station Equip are
more appropriate. As shown on line 5 of my adjustment exhibit,
the impact to depreciation expense is an increase of $15,798
and an increase to revenue requirements of $15,922 after the
appropriate gross up. In addition, as shown on line 19 of my
adjustment exhibit, there is an additional adjustment related
to accumulated depreciation impacts on rate Dbase that

decreases the revenue requirement by $2,098.

Please explain your depreciation related adjustment for the

New River RNG Project?
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In response to Staff’s Interrogatory No. 57 (see Document No.
9 to my Exhibit RBP-2, page 31), the company noted that its
filing classified the New River RNG Project assets in the
wrong account. In the filing the assets were classified in
account 336.00 RNG Plant, but after further consideration the
company believes that accounts 376.00 Mains Steel and 378.00
Measuring & Reg Station Equip are more appropriate. As shown
on line 6 of my adjustment exhibit, the impact to depreciation
expense 1s a decrease of $51,505 and a decrease to revenue
requirements of $51,911 after the appropriate gross up. In
addition, as shown on line 19 of my adjustment exhibit, there
is an additional adjustment related to accumulated
depreciation impacts on rate base that increases the revenue

requirement by $9,383.

Please explain your depreciation related adjustment for the

Brightmark RNG Project?

In response to Staff’s Interrogatory No. 34 (see Document No.
9 to my Exhibit RBP-2, page 32), the company calculated the
impact on depreciation expense, depreciation reserve, rate
base and revenue deficiency if the Brightmark RNG Project
“pipeline extension” was classified in account 336.01 and
fully depreciated over 15 years. As stated in response to

Staff’s Interrogatory No. 3(a) (see Document No. 9 to my
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Exhibit RBP-2, page 33), Peoples would not be opposed to fully
depreciating the “pipeline extension” during the same 15-year
term for which the full installation cost of the “pipeline
extension” is recovered through the Monthly Services Charge.
As shown on line 7 of my adjustment exhibit, the impact to
depreciation expense 1s an increase of $321,507 and an
increase to revenue requirements of $324,036 after the
appropriate gross up. In addition, as shown on line 19 of my
adjustment exhibit, there is an additional adjustment related
to accumulated depreciation impacts on rate Dbase that

decreases the revenue requirement by $41,430.

Do you have any other depreciation expense related

adjustments?

Yes. Due to the net reduction in accumulated depreciation of
$367,131 from the above depreciation expense adjustments,
there 1is a small associated adjustment to Accumulated
Deferred Income Taxes 1in the company’s capital structure
resulting in a small impact to the overall rate of return.
The resulting adjustment 1s an increase to revenue

requirements of $6,780 that is shown on line 24 of my exhibit.

Please explain your Property Tax correction adjustment?
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As discussed earlier in my rebuttal testimony, the company
discovered and acknowledged an error in its calculation of
the projected 2024 test year property tax expense. The company
has determined that the property tax expense should be reduced
by $2.008 million or from $24,462,000 included in the filing
to $22,454,000. As shown on line 8 of my adjustment exhibit,
after grossing up for Commission assessment fees and bad debt
expense, the revenue requirement impact 1s a decrease of

$2,023,797.

Please explain your adjustment for 2024 Standalone Audit

Fees?

As discussed in the revised response to OPC’s First Set of
Interrogatories, No. 100 (see Document No. 9 to my Exhibit
RBP-2, pages 22-24), the company originally budgeted $346,000
for 2024 standalone audit fees. Subsequently, the company was
able to negotiate those fees down to $156,000, which is a
$190,000 reduction to O&M expense that is shown on line 9 of
my adjustment exhibit. After gross ups, the revenue

requirement impact is a decrease of $191,495.

Please explain your adjustment to correct for the net cost

change in Treasury support?
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During my deposition with OPC, I acknowledged that
adjustments to the 2024 budgeted Treasury support costs were
required. The company budgeted for an additional Treasury
Analyst position with costs for labor, benefits and payroll
taxes totaling $101,798. With that resource addition plus
support from the Emera Treasury team (cost allocation of
$50,000) and Trustee costs of $40,000 that were not budgeted,
the company would be able to remove the 2024 budgeted Tampa
Electric Treasury team cost allocation of $150,234. As shown
on line 10 of my adjustment exhibit, the net result is a
reduction in the company’s 2024 test year O0O&M expense of

$60,234 and a revenue requirement decrease of $60,708.

Please explain your adjustment reflecting Commission Staff
audit findings reducing 2022 base rate recoverable O0&M

expense?

As discussed earlier in my rebuttal testimony, Staff witness
Brown’s identified $185,606 of audit findings that reduce the
2022 base rate recoverable O0&M. After factoring in the
company’s inflations assumptions, the commensurate 2024 test
year reduction i1is $195,062. As shown on line 11 of my
adjustment exhibit, after grossing up the revenue requirement

decrease in 2024 is $196,597.
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Please explain your adjustment to reflect the company’s self-
disclosed reductions to 2022 base rate recoverable 0&M

expense?

As discussed earlier in my rebuttal testimony, during Staff’s
audit the company self-disclosed that $64,483 of transactions
should be removed from the 2022 base rate recoverable O0&M
expense. After factoring in the company’s inflation
assumptions, the commensurate 2024 test year reduction 1is
$72,074. As shown on line 12 of my adjustment exhibit, after
grossing up the revenue requirement decrease in 2024 is

$72,641.

Please explain your adjustment to reflect OPC and Peoples

agreed to reductions to 2022 base rate recoverable 0&M?

As discussed earlier in my rebuttal testimony, the OPC agreed
to reductions to 2022 base rate recoverable 0O&M is $242,173
plus another $33,236 that OPC subsequently added, which
totals $275,409. After removing $114,408 of redundant
transactions already included in Staff’s audit findings and
the company self-disclosed items during Staff’s audit, the
incremental agreed-to reduction with OPC is $161,001. After
factoring in the company’s inflations assumptions, the

commensurate 2024 test year reduction is $172,200. As shown
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on line 13 of my adjustment exhibit, after grossing up the

revenue requirement decrease in 2024 is $173,555.

Please explain your adjustment to increase the overhead cost

allocation from Peoples to SeaCoast?

As discussed earlier in my testimony, I acknowledge that due
to not having any employees at SeaCoast, the company’s MMM
calculation of the overhead allocation from Peoples to
SeaCoast may understate the costs that should be allocated if
it had employees. As shown in Document No. 7 to Exhibit RBP-
2, after calculating a revised MMM incorporating all directed
charged payroll and benefits costs from Peoples and Tampa
Electric, Peoples 2022 overhead cost allocation to SeaCoast
would increase by $180,225. Factoring in the company’s
inflation assumptions brings the 2024 test year reduction to
$189,347. As shown on line 13 of my adjustment exhibit, after
grossing up the revenue requirement decrease in 2024 is

$190,837.

V.
SUMMARY

Please summarize your rebuttal testimony.

My rebuttal testimony has addressed my disagreement with
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witnesses Kollen’s and Garrett’s proposals to adjust the
company’s 2024 test year revenue requirements, and my
suggested changes where I agree in concept but not in the
quantification. I have provided information on accounting and
ratemaking issues arising from the company’s responses to
OPC’ s discovery requests and proposed by OPC at the informal
issue identification meeting. Finally, I have presented the
company’s revised revenue 1increase request that corrects
certain errors and includes updated information on the
company’s test year revenue requirements, including
Commission Staff’s audit findings. Taking into consideration
these adjustments, I have proposed reducing the company’s
requested net revenue requirement increase from $127,624,042
to $124,942,677, which 1s net of the $11,647,804 of Cast
Iron/Bare Steel Rider revenues the company proposed to move

from the rider to base rates.

Does this conclude your rebuttal testimony?

Yes, it does.
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PEOPLES GAS SYSTEM, INC.

ADJUSTMENTS TO NET REVENUE REQUIREMENT INCREASE
DOCKET NO. 20230023-GU

2024 TEST YEAR

Line
Net Revenue Requirement Increase Requested by Company Per Filing (excl. CI/BSR roll-in)

N

3 Operating Income Adjustments:

4 Adjust Depreciation Expense to Reflect July 2023 Study Corrections
5 Alliance RNG Project Account and Depreciation Corrections

6 New River RNG Project Account and Depreciation Corrections

7 Brightmark RNG Project Pipeline as 15 Year Life Asset

8 Property Tax Correction to Experience Trend Factor
9 Updated 2024 Standalone Audit Fees

10 Correction for Net Cost Change for Treasury Support

11 Staff Audit Finding O&M Reductions to 2022 Inflated to 2024 Budget

12 Company Self Disclosed O&M Reductions in Staff Audit to 2022 Inflated to 2024 Budget
13 OPC and Peoples Agreed to O&M Reductions (excluding redundant items above)
14 Increase in Peoples Overhead Cost Allocation to SeaCoast

15

16

17 Rate Base Adjustments:

18 Adjust A/D - To Reflect July 2023 Depreciation Study Corrections

19 Adjust A/D - To Reflect Alliance RNG Project Depreciation Corrections

20 Adjust A/D - To Reflect New River RNG Project Depreciation Corrections

21 Adjust A/D - To Reflect Brightmark RNG Project Pipeline as 15 Year Life Asset

22

23 Capital Structure and Rate of Return Adjustments:

24 Adjust ADIT Related to Depreciation Adjustments

25

26 Total Peoples Adjustments

27

28 Net Revenue Requirement Increase After Peoples' Adjustments
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Adjustment Adjustment
Before Gross-Up After
Gross Up Factor Gross Up

$ 127,624,042

(33,728) 1.00787 (33,993)
15,798 1.00787 15,922
(51,505) 1.00787 (51,911)
321,507 1.00787 324,036
(2,008,000) 1.00787 (2,023,797)
(190,000) 1.00787 (191,495)
(60,234) 1.00787 (60,708)
(195,062) 1.00787 (196,597)
(72,074) 1.00787 (72,641)
(172,200) 1.00787 (173,555)
(189,347) 1.00787 (190,837)
1,574

(2,098)

9,383

(41,430)

6,780
(2,681,365)

$124,942,677
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Peoples Gas Sytem, Inc.
Account 921 Analysis
2024 Test Year Increase - Department Average per Headount Added in 2023 and 2024

Increase in Headcount Added Avg. per

Department Account 921 2 Headcount
Gas Operations $516,651 67 $7,665
Engineering & Construction 313,132 41 7,637
Pipeline Safety and Operational Services 27,688 6 4,615
Commercial Development & Fuels 94,472 11 8,588
Strategy Marketing & Communication 57,862 9 6,429
External Affairs 31,457 1 31,457
Finance 56,254 8 7,032
Human Resources 11,127 3 3,709
Regulatory 44,115 5 8,823
Real Estate 0 3 -

Total $1,152,759 154

(1) Per MFR G-2, page 19b, line 11.
(2) Headcount added over 2023 and 2024 as shown by department in response to Staff's Third Set of Interrogatories, No. 70.
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FILED: 07/20/2023

Incremental 2024 Incremental
Year Storm Costs Dollars Storm Costs
Ending Nominal Dollars * Factor * 2024 Dollars
2009 - - -
2010 - - -
2011 - - -
2012 - - -
2013 - - -
2014 - - -
2015 - - -
2016 103,023 1.28108 131,981
2017 354,520 1.25436 444,695
2018 3,132,023 1.22445 3,835,006
2019 215,320 1.20266 258,956
2020 - 1.18800 -
2021 - 1.13469 -
2022 1,648,493 1.05062 1,731,933
Total 5,453,379 6,402,571
10 Year Avg $ 545,338 $ 640,257
Rounded down in filing: $ 500,000

! Source: Witness Parsons direct Testimony, Exhibit RBP-1, Document No. 7
2 Calculated using actual CPI for All Urban Consumers (CPI-U) and Moody's Inflation Forecast

Original Data Value

Series Id: CUUROO00SA0,CUUS0000SA0
Not Seasonally Adjusted
Series Title: All items in U.S. city average, all urban consumers, not seasonally adjusted
Area: U.S. city average
Item: All items
Base Period: 1982-84=100
Years: 2016 to 2022
Year Annual
2016 240.007 as reported
2017 245.120 as reported
2018 251.107 as reported
2019 255.657 as reported
2020 258.811 as reported
2021 270.970 as reported
2022 292.655 as reported
2023 300.849 Moody's Inflation Forecast used in filing (2.8%)
2024 307.468 Moody's Inflation Forecast used in filing (2.2%)
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Peoples Gas System
Capital Expenditure Analysis

$ Millions
OPC witness Kollen's Analysis - per workpapers
5Yr
Revised Weighted
2018 2019 2020 2021 2022 Avg
Capital Expenditures - Budget 195.929 240.014 350.065 315.534 337.994 287.907
Capital Expenditures - Actual 172.368 201.862 338.971 307.408 325.246 269.171
Capital Expenditures Under Budget 23.561 38.152 11.094 8.126 12.748 18.736
Actual Expenditures as a Percent of Budget 88.0% 84.1% 96.8% 97.4% 96.2% 93.5%
Actual Less than Budget Percentage 12.0% 15.9% 3.2% 2.6% 3.8% 6.5%
Sources: Response to OPC IRR 1-82 and 1-92; Parsons Exh RBP-1 Doc 6
Peoples Revised Analysis
Original 5Yr 3Yr
2018 2019 2020 2021 2022 Avg Avg
Capital Expenditures - Budget 195.929 240.014  350.065 315.534 299.059 280.120 321.553
Capital Expenditures - Actual 172.368 201.862 338.971 307.408 325.246 269.171 323.875
Capital Expenditures Under Budget 23.561 38.152 11.094 8.126  (26.187) 10.949 (2.322)
Actual Expenditures as a Percent of Budget 88.0% 84.1% 96.8% 97.4% 108.8% 96.1% 100.7%
Actual Less/(Greater) than Budget Percentage 12.0% 15.9% 3.2% 2.6% -8.8% 3.9% -0.7%
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2

Peoples Gas System, Inc. WITNESS:- PARSONS
A&G Allocation from Peoples to SeaCoast DOCUMENT NO. 7
2019 Actual to 2024 Test Year Comparison PAGE 1 OF 2

FILED: 07/20/2023

Directly charged or
allocated labor, benefits

Year and payroll costs MMM Allocation Total

2019 Actual $380,326 $125,000 $505,326

2020 Actual $479,089 $316,000 $795,089

2021 Actual $625,429 $885,000 $1,510,429

2022 Actual $1,010,840 $1,518,352 $2,529,192

2023 Budget $1,061,382 $1,560,866 $2,622,248

2024 Budget $1,114,451 $1,595,205 $2,709,656
Compound Annual Growth Rate 2019-2024 40%
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13.

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 1 OF 33
FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC'S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 13
BATES PAGE(S): 26 - 27
FILED: MAY 11, 2023

Labor Test Year. Please provide an explanation detailing the need for the
additional new employee positions described by Company witness Ms. Parson in
her Direct Testimony at page 50. Include any analysis supporting the identification
and determination that the appropriate number of increased new positions is 154
in 2023 and 2024 as described by Company witness Ms. Parson in her Direct
Testimony at page 50.

Please see electronic response documents posted to Peoples’ External
SharePoint Site.

Consumer Parties Access - Peoples 2024 Rate Proceeding - Non-Confidential
Rate Case Discovery - All Documents (sharepoint.com)

26
67


https://urldefense.com/v3/__https:/tecoenergy.sharepoint.com/sites/extranet/Regulatory/PGS2024RC/NonConfidential*20Rate*20Case*20Discovery/Forms/AllItems.aspx__;JSUl!!B7pEFg!i1vnONBEEnbNQ82W4Fp9GzEFUm5Niw-zOsHtZRh27-XQ43DMIl5dlPRuHDODTVZ7pmf0HqNLeSIBUFxWjfQ$
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 7 OF 33
FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 201
BATES PAGE(S): 26

FILED: MAY 16, 2023

For Interrogatory Nos. 201 and 202, refer to the Direct Testimony of Helen J. Wesley at
page 28 regarding the Company’s growth in team members projected as 75 during 2023
and another 75 during 2024.

201. Labor. On page 28, Lines 6-10 of Helen Wesley’s direct testimony, she mentions
that between January 1, 2020 and December 31, 2022, Peoples went from 623
employees to 700, which would reflect an employee growth rate of approximately
26 employees a year during that time. Witness Wesley also states that Peoples
expects to add approximately 75 employees in both 2023 and in 2024, bringing the
employee count up to 850 by the end of 2024. However, on Page 24, lines 4-9,
Witness Wesley states that Peoples expects growth in Florida to continue in 2023
and 2024, but perhaps at a lower rate. Please explain why Peoples expects the
employee count to grow by 75 employees a year when Peoples employee count
only grew by approximately 26 employees a year over the last three years and
when People’s expects the company to grow at a slower rate in 2023 and 2024.

A. In general, Peoples workforce growth has lagged customer growth for several
years, beginning in 2020 and exacerbated by the effects of COVID on labor
availability. During that time, Peoples supplemented internal employees with
contractor resources to accomplish the work necessary to sustain safe, reliable
operations and strengthen the corporate resources necessary for a growing
company. In 2023 and 2024, Peoples expects to increase its headcount in Gas
Operations and certain corporate functions, to restore a better balance between
resources and necessary activity levels for a growing customer base in order to
provide safe and reliable gas. An additional effect of resourcing is the growing
level of construction activity in the state of Florida, putting significant added
pressure on pipeline locator and damage prevention skilled resources to protect
the Peoples system from third party damages. Peoples’ hiring in 2023 and 2024
is therefore aimed at five key outcomes: (1) achieving a more stable, sustainable
workforce commensurate with expected work levels at Peoples (based on
customer count); (2) building a stable corporate workforce appropriate to support
the increased size and complexity of the company; (3) improving capability to avoid
business continuity issues as our workforce retires; (4) reducing the proportion of
contract resources performing work over time as we build up our internal capability;
and (5) effectively managing the cost of all of this resourcing so as to remain below
the appropriate benchmark for O&M costs.

Executing this strategy is highly dependent on the availability of skilled talent and

the cost of resource; nonetheless, Peoples is committed to prudently managing its
workforce to achieve the best outcome for customers.
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 8 OF 33
FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 202
BATES PAGE(S): 27

FILED: MAY 16, 2023

202. Labor. Provide the additional payroll, payroll related, and employee benefit costs
included in the test year related to the projected team member growth from the
end of 2022 until the end of the test year. Please be sure to provide a breakdown
of each type of individual cost and the costs to be capitalized versus the costs that
are reflected as O&M and payroll tax expenses. Provide in electronic format with
all formulas in place.

A. Please see table below with support in electronic format included in the attached
file “OPC Fourth IRR No. 202.xIsx”.

PEOPLES GAS SYSTEM
ADDITIONAL PAYROLL, PAYROLL RELATED AND EMPLOYEE BENEFIT COSTS
OPC INTERROGATORY NO 202
0&M/Payroll
other Capital Tax Exp Total

2023 Labor 104,420 1,072,949 1,551,794 @ 2,729,163

2023 Payroll Taxes 8,354 85,836 124,144 218,333

2023 Pension & Benefits, ST Incentive Comp Costs 36,586 375,935 960,134 1,372,654

2024 Labor 619,573 4,284,456 7,663,232 @ 12,567,262

2024 Payroll Taxes 49,566 342,756 613,059 1,005,381

2024 Pension & Benefits, ST Incentive Comp Costs 54,842 379,242 2,167,417 2,601,501

W nOther" refers to clause recoverable or cha rges to affiliates
2 Amounts tie to MFR G-2 page 18b and 19e

27
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Please see provided workpaper
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 11 OF 33
FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 185
BATES PAGE(S): 6

FILED: MAY 16, 2023

185. Refer to Schedule G-2 at page 19b of 31, line 13, which shows the amount of not
trended capitalized A&G costs of negative $11.000 million for 2022, 2023, and
2024. Explain all reasons why the amount capitalized each year remains the same
and does not increase given the projected increases in A&G payroll and other
expenses during 2023 and 2024.

A. As shown in response to OPC’s First Set of Interrogatories No. 71, the company
has increased its A&G allocation to capital from $8.0 million in 2020 to $11.0 million
in 2022. As shown in the response to OPC’s First Set of Interrogatories No. 82,
the company’s total capital expenditures were $339.0 million and $325.2 million in
2020 and 2022, respectively. As shown on Document No. 6, Exhibit RPB-1 to
witness Parsons direct testimony, the company’s capital budgets for 2023 and
2024 are $397.1 million and $362.4 million. Excluding the FGT to Jacksonville
Export Facility project, the 2023 and 2024 capital budgets would be $364.4 million
and $314.2 million, respectively. Considering the significant increase already
made to the A&G capital allocation from 2020 to 2022 as compared to the change
in capital expenditures during that period and the projected capital expenditures in
2024, the company deemed it reasonable to keep the A&G allocation to capital at
$11.0 million in the 2023 and 2024 budgets.
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 12 OF 33
FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 183
BATES PAGE(S): 4

FILED: MAY 16, 2023

For Interrogatory Nos. 183 and 184, refer to the Direct Testimony of Rachel B. Parsons
and further to the Storm Reserve Analysis attached as Exhibit No. RBP-1 Document 7,
page 1.

183. Storm Reserve. Explain all reasons why the storm recovery costs for Hurricane
Michael of $3.281 million were included in the analysis of historic storm costs, even
though those costs are recovered through a separate surcharge.

A. The Hurricane Michael storm costs eligible under the ICCA methodology were
included in the Storm Reserve Analysis because those costs are reflective of major
hurricane events that may occur going forward.
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DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
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FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S FOURTH SET OF
INTERROGATORIES
INTERROGATORY NO. 184
BATES PAGE(S): 5

FILED: MAY 16, 2023

184. Storm Reserve. Does the Company plan to seek a separate surcharge recovery
for the Hurricane lan costs? Describe why or why not.

A. No. As stated on page 26 of witness Parsons’ direct testimony, as of December
31, 2022, the storm reserve is reflected on the company’s books as a regulatory
asset balance of $746,638. In lieu of requesting Commission approval for a storm
surcharge, as the company did with Hurricane Michael, the company proposes to
increase its annual storm reserve accrual in this general rate proceeding to
$500,000.
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 14 OF 33

FILED: 07/20/2023

This is an excerpt from the June 7, 2023 filing.

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S NINTH SET OF
INTERROGATORIES
INTERROGATORY NO. 241
BATES PAGE(S): 8 -9

FILED: JUNE 7, 2023

241. The 2021 actual “TPP” is higher than the Company’s estimated and filed “TPP”
by approximately 13.4% (Actual $830,524,000 vs Filed $732,453,000) for the sum
of all county amounts. Describe the relationship between the actual “TPP” in 2022
compared to the Company’s estimated and filed “TPP” for 2022 for the sum of all
county amounts.

A. The property tax forecast model includes an analysis of prior year actual final
taxable TPP values compared to filed taxable TPP values in all counties. The
resulting factor is used in the process of estimating the future period taxable TPP
values in each county. This factor is calculated annually to weigh the extent by
which individual taxing authorities historically vary from the taxable values filed.

The analysis associated with 2022 filed TPP and final TPP values is supplied in
the company’s response to OPC’s Ninth Set of Interrogatories No. 240 above.

At the date on which the 2024 property tax forecast was modeled, the actual 2021
property taxes were the most current prior year information available, and it was
the company’s intent to use the filed and final 2021 taxable TPP values to derive
the factor described above. However, the company identified an error in the
“CountyDetailEstimate” tab of the 2024 Property Tax Forecast. Specifically, the
values in column e “2021 Filed TPP” are filed tax values from the 2020 property
tax year. The values in column f “2021 Actual TPP” are accurately stated for the
2021 tax year.

Correcting the amounts in column e to reflect the true 2021 filed TPP values
($801.163M) compared to 2021 actual taxable TPP values ($830.524M) indicates
that the final taxable 2021 TPP values were 3.7% higher than the 2021 Filed TPP
values, rather than 13.4%. The 2024 total property tax forecast becomes
$22,454,000 upon correction. Please see the revised worksheets for 2024
Property Tax Forecast posted to the external SharePoint site.

Consumer Parties Access - PGS 2024 Rate Proceeding - Non-Confidential Rate
Case Discovery - All Documents (sharepoint.com)

80



PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2

This is an excerpt from the July 20, 2023 filing. V[\)/(I)-(IZ-SIGEET EgngNS

PAGE 15 OF 33
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
STAFF'S SIXTH SET OF
INTERROGATORIES
REQUEST NO. 122

BATES PAGE(S): 1-3

FILED: JULY 20, 2023

122. Please refer to Peoples Gas System, Inc.’s Response to the Office of Public
Counsel’'s First Production of Documents, No. 45 (BS 24902), MS Excel
spreadsheet tab “CountyDetailEstimate,” for the following questions:

a. Please explain the distinction between the 2021 “Filed” Tangible Person
Property (TPP) and the 2021 “Actual” TPP. Please also specify what is
being filed and with whom.

b. Please update the 2021 Filed TPP (Column E), 2021 Actual TPP (Column
F), 2021 RealAssessed (Column H), 2021 Real Estate Tax Actual (Column
1), and 2021 Real Estate Tax Actual (Column J) to 2022 amounts for every
county listed in this response.

A. a. The “Filed” Tangible Personal Property was the proposed taxable value of
company taxable assets subject to 2021 Tangible Property Tax. The “Actual”
Tangible Personal Property was the taxable value of company taxable
assets subject to 2021 Tangible Property Tax as determined by each county
Property Appraiser. Annually, the company is required to file a DR-405
Florida Tangible Property Tax Return in each Florida County where
company owned taxable assets are located. The company is required to
estimate the taxable value of the company assets as part of the tax return
submission. Each county Property Appraiser determines the final taxable
value of company assets for property tax purposes. As shown in the table
below, the company proposed taxable value has historically been lower than
final taxable property value, with the five-year average being 3.9 percent.

A B = (B/A) - 1
Proposed Taxable Tangible Final Taxable Tangible Experience

Tax Property Value on Company Property Value Determined By Trend

Year Property Tax Return Tax Authorities Factor
2022 $1,043,416,988 $1,051,943,510 0.8%
2021 $801,162,648 $830,522,961 3.7%
2020 $732,453,468 $768,385,967 4.9%
2019 $663,201,815 $699,092,779 5.4%
2018 $603,470,017 $630,687,162 4.5%
Avg. 3.9%

1
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FILED: 07/20/2023

This is an excerpt from the July 20, 2023 filing.

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
STAFF'S SIXTH SET OF
INTERROGATORIES
REQUEST NO. 122

BATES PAGE(S): 1-3

FILED: JULY 20, 2023

b. Please see attached updated Microsoft Excel file entitled “(BS 3) 2024 PGS
PTAX FORECAST USING 2022 COUNTY PA FACTORS”, tab
“CountyDetailEst-'22 Factors” which provides the 2022 information as
requested.

As reflected in the table provided above, in response to Staff’s Sixth Set of
Interrogatories, No. 122(a), the taxing authorities consistently derive higher
taxable values than those proposed by the company. The “experience trend
factor” included in the table is the difference between the taxable values that
the company has proposed to county tax jurisdictions with the actual final
taxable values derived by taxing authorities. The 2022 experience trend
factor of 0.8 percent is an aberration compared to the 5-year average of 3.9
percent. When preparing the corrected 2024 property tax estimate
downward by $2.008 million to $22.454 million in response to OPC’s Ninth
Set of Interrogatories, No. 241, the company used the year 2021 experience
trend factor of 3.7 percent to calculate the estimated property expense. The
company believes the 3.7 percent experience trend factor is reasonable
considering the five-year average of 3.9 percent.
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SCHEDULE G-1 CALCULATION OF THE PROJECTED TEST YEAR - RATE BASE PAGE 26 OF 28
FLORIDA PUBLIC SERVICE COMMISSION 10H G ATA S N:
PROJECTED TEST YEAR. PROJECTED TEST YEAR: 128121
COMPANY: FEOPLES GAS SYSTEM WITHNESS: 5. HILLARY
R.OWALL
DOCKET NO.:  20200051-GU T. O'CONMOR
DATE OF FROFPOSED DATE OF RELATED RETIREMEMT AMOUNT REMOVAL COSTS
LINE ACCT. DESCRIPTIOMN OF PROPOSED PURCHASES PURCHASE OR CONSTR. PURCHASE PRICE ADDITIONS RETIREMEMT OF RELATED OF RELATED
MO, NO, AND / OR CONSTRUCTION PROJECTS {12/31/21) DR CONSTRUCTION COST TO PLANT IN SERVICE {12/21/21) RETIREMENT RETIREMENT
1 30301 CUSTOMIZED SOFTWARE 12 months ended 12/31/21 $14,125.237 4516417 12 morths ended 12/21/21 50
2 375 STRUCTURES AMD IMPROVEMEMTS 12 months ended 12/31/21 8,981,350 7415480 12 morihs ended 12/21/21 593,238
3 3 MAINS - STEEL 12 months ended 12/31/21 41,111,586 IBATT BTT 12 morihs ended 12/21/21 2,918,214
4 MAINS - PLASTIC 12 menths ended 1231/21 104,728,571 80,376,346 12 menths ended 12/21/21 6,820,108 5314842
] M & R EQUIPMENT - GEMNERAL 12 menths ended 12£31/21 - - 12 menths ended 1231/21 -
6 M & R EQUIPMENT - CITY 12 months ended 12/31/21 9659435 7.851,174 12 monihs ended 12/31/21 628,094
T SERVICE LINES -5 TEEL 12 months ended 12/31/21 - - 12 monihs ended 1231/21 -
8 SERVICE LINES - PLASTIC 12 months ended 12/31/21 31.BBEETT 26,305 463 12 months ended 1231/21 2,104 437 3,100,674
9 METERS 12 months ended 12/31/21 5,034 529 5.024 529 12 morths ended 1231/21 402,762
10 METER INSTALLATIONS 12 months ended 12/31/21 8,199,100 7.277,027 12 months ended 12/21/21 582,162 353,642
1 REGULATORS 12 months ended 12/31/21 B20.642 620,642 12 morths ended 12/21/21 5,651
12 REGULATOR INSTALL HOUSE 12 months ended 12/31/21 - - 12 months ended 12/21/21 -
13 M & R EQUIFMENT - INDUSTRIAL 12 months ended 12/31/21 - 12 morths ended 12/31/21 -
14 OTHER EQUIPMENT 12 months ended 12/31/21 - 12 months ended 12/21/21 -
15 STRUCTURES & IMPROVEMENTS 12 months ended 12/31/21 - 12 months ended 12/31/21 -
16 STRUCTURES AND IMPROVEMENTS-Leasehold 12 menths ended 12731/21 - 12 menihs ended 12731/21 -
17 GFFICE FURNITURE 12 months ended 12£31/21 - 12 months ended 12/31/21 489,834
18 COMPUTER EQUIPMENT 12 months ended 12/31/21 - - 12 monihs ended 1231/21 1.851,192
19 OFFICE EQUIPMENTMACHINES 12 months ended 12/31/21 - - 12 months ended 12/31/21 -
20 OFFICE FURNITURE 12 months ended 12/31/21 - (3.345.163) 12 monihs ended 1231/21 -
il 39201 AUTO & TRUCK LESS THAN 1/2 TOMN 12 months ended 12/31/21 2807 400 2,245,920 12 months ended 12/31/21 - (222,380)
22 39201 AUTO & TRUCK 34 - 1 TON 12 months ended 12/31/21 - - 12 months ended 12/21/21 -
23 39204 TRAILERS, OTHER 12 months ended 12/31/21 500,000 400,000 12 morths ended 12/31/21 -
4 39208 TRUCKS OVER 1 TON 12 months ended 12/31/21 - - 12 morths ended 12/21/21 -
25 393 STORES EQUIFMENT 12 months ended 12/31/21 - - 12 months ended 12/31/21 -
26 194 TOOLS, SHOP, & GARAGE EQUIPMENT 12 months ended 12/31/21 436,076 348,861 12 morths ended 12/31/21 124,004
27 39401 CNG STATION EQUIPMENT 12 menths ended 1231/21 210125 - 12 menths ended 12/31/21 -
28 396 POWER OPERATED EQUIPMENT 12 menths ended 12731/21 327.900 282,320 12 menths ended 12/21/21 20,366
29 397 COMMUNICATIONS EQUIPMENT 12 months ended 12/31/21 11.268 9.014 12 monihs ended 12/31/21 B56.046
an 398 MISC EQUIPMENT - GAS 12 months ended 12/31/21 168486 134,769 12 monihs ended 123121 10,783
g 336 PURIFICATION EQUIPMENT 12 months ended 12731/21 13,460,000 28,669,262 12 monihs ended 12/31/21 -
az 364 LNG PLANT 12 months ended 12/31/21 11,080 466 21.289512 12 morihs ended 1231/21 -
33 T COMPRESSOR STATION EQUIPMENT 12 menths ended 12/31/21 1,709,188 1,367,350 12 menths ended 12/21/21 £
4 TOTAL foied el | SITA?T.EUZ

TOPPORING SCHEDULES: G-Tp.2r-on, e p.1
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PEOPLES GAS SYSTEM

, INC.

DOCKET NO. 20230023-GU

EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 18 OF 33
FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC'S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 82
BATES PAGE(S): 341

FILED: MAY 11, 2023

82. Capital Budget. For each of the past five years, please provide:

a. The capital budget as approved by the Board of Directors, and
b. The actual capital expenditures.
A. a. See table below for budget.

Growth

Reliability, Resiliency, and Efficiency
Clause

Total

b. See table below for actuals.

Growth

Reliability, Resiliency, and Efficiency
Clause

Total

Original Revised
2018 2019 2020 2021 2022 2022
115,800,812 136,323,054 250,865,616 207,957,277 194,450,860 217,821,825
40,128,254 63,690,959 59,184,572 68,693,117 74,141,333 90,331,168
40,000,000 40,000,000 40,014,821 38,883,503 30,467,417 29,840,936
195,929,066 240,014,013 350,065,009 315,533,898 299,059,610 337,993,929
2018 2019 2020 2021 2022
78,505,910 98,546,173 231,461,234 195,731,575 195,469,782
46,863,688 45,029,364 60,073,870 65,805,789 98,472,930
46,998,450 58,286,242 47,436,334 45,870,520 31,303,625
172,368,048 201,861,779 338,971,438 307,407,885 325,246,337

84
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S8

SCHEDULE G1

MOMTHLY PLANT ADDITIONS

FLORIDA PUELIC SERVICE COMMISSION

PAGE 27 OF 28

EXPLAMATION: PROVIDE THE MONTHLY PLANT ADDITIONS BY ACCOUNT FOR.

TYPE OF DATA SHOVYN:

THE PROJECTED TEST YEAR PROJECTED TEST YEAR: 123121

COMPANY: PEOPLES GAS SYSTEM WITNESS: S HILLARY

DOCKET NO.: 20200051-GU

LINE AC

MO, NO. DESCRIPTION Jan21 Feb-21 Mar-21 Apr-21 Mary-21 Jure21 Juk21 Aug-21 Sep-21 Qel-21 Mow-21 Dec-21 TOTAL
T 301 ORGANIZATION 30 50 50 50 50 50 £ 50 50 0 50 El Eo
2 303 MISCINTAMGIELE PLANT o o o o o o o o o o o o o
3 30301 CUSTOMIZED SCFTWARE 3,361,239 66,504 32291 8,560 10,788 5,021 19,697 9,926 18,893 7.807 26,389 943,200 4516417
4 374 LANDAMD LAMD RIGHTS 0 0 0 0 0 0 0 0 0 0 0 0 0
5 37402 LANDRIGHTS/EASEMENTS o o o o o o ] o ] o o o ]
6 375 STRUCTURES AND IMPROVEMENTE 0 29600 148,000 28,000 0 38,280 0 4,080 162,200 220,320 0 6,764,000 7415480
T 376 MAINS - STEEL 1,127,548 884,230 290,919 954,096 102,638 107,595 4,424,744 95,853 57,506 852,147 15,894 27,562,808 BATTETT
8 376.02 MAINS - FLASTIC 5,845,930 12751177 5.318.714 4449482 B.185.901 3.916.024 4,821,998 6,114,527 12,004 843 3,832,244 5,206 858 14,817 068 85,376,246
9 378 M &R EQUIPMENT - GENERAL 0 0 0 0 0 0 0 0 0 0 0 0 0
10 379 M &R EQUIPMENT - CITY 0 0 0 0 0 0 0 1,164,186 0 3T4.644 2,964 608 7.735 7,851,174
1" 380 SERVICE LINES -S TEEL o o o o o o 0 o o o o o 0
12 380.02 SERVICE LINES- PLASTIC 2642419 2232722 1,720,574 2,017,841 1,961,670 2838818 2,021,052 2,066,848 2,022,819 2,707.961 2,105,820 1,955,821 26,205 463
13 381 METERS 147,512 273,585 1,644,786 215,553 334,876 1,510 455,925 252,755 23,570 593,403 392,026 205,018 5,034,529
14 382 METER INSTALLATIONS 536,329 562,696 591,659 664,993 592,238 662,565 653,536 549,974 532,178 536,678 542,851 704 900 7.297.027
15 383 REGULATORS 57,573 65607 67,095 94872 94,314 103,980 63,995 82,954 15,244 48,802 48,755 69441 620,642
16 384 REGULATOR INSTALL HOUSE o o o o o o o o o o o o o
17 385 4 &R EQUIPMENT - INDUSTRIAL o o o o o o 0 o o o o 0 0
18 387.00 OTHER EQUIPMENT 0 0 0 0 0 0 0 0 0 0 0 0 0
19 390  STRUCTURES & IMPROVEMENTS 0 0 0 0 0 0 ] 0 0 0 0 0 ]
20 390 STRUCTURES AND IMPROVEMENTS 0 0 0 0 0 0 0 0 0 0 0 0 0
2 N CFFICE FURMNTURE o o o o o o 0 o o o o o 0
22 391.01 CONPUTER EQUIFMENT o o o o o o 0 o o o o o 0
23 39102 CFFICE EQUIPMENTMACHINES 0 0 0 0 0 0 0 0 0 0 0 0 0
24 391.03 OFFICE FURNITURE (3,345.163) 0 0 0 0 0 0 0 0 0 0 0 (3,245,163)
25 39201 AUTO & TRUCK LESS THAN 1/2 TON 0 87.200 T82.800 169,600 0 862,120 32,000 65,600 88,000 32,800 £0,000 32,800 2,245,920
26 39202 AUTO & TRUCK 34 - 1 TON o o o o o o 0 o o o o o 0
27 39204 TRAILERS, OTHER o 57.120 57,120 57.120 57.120 57.120 57,120 57.230 0 0 0 0 400,000
28 39205 TRUCKS OVER 1TON o 0 0 0 0 0 0 0 0 0 0 0 ]
29 393 STORES EQUIPMENT 0 0 0 0 0 0 0 0 0 0 0 0 0
30 394 TOOLS, SHOP, & GARAGE EQUPME 8,000 24,000 163,021 94,240 0 30,000 0 o 16,000 13,600 0 0 348,861
31 394.01 CHNG STATION EQUIPMENT o o o o o o o o o o o o o
32 396 POWER OPERATED EQUIPNENT 0 71200 §2,000 7.200 0 97.920 0 0 4,000 0 0 0 262,320
33 397 COMMUNICATIONS EQUIPNMENT (50) 0 0 0 0 0 0 0 0 0 0 9,064 9.014
4 398  MISC EQUIPMENT - GAS 12,000 20,800 59,749 0 0 39,040 ] 0 0 3,200 0 0 134,789
35 336 PURIFICATION EQUIPMENT 0 0 0 0 0 28,669,262 0 0 0 0 0 0 26 669,262
38 364  LWNG PLANT o o o 0 o 20,958,254 262,656 24,236 24,288 o o o 21,289,512
37 377 CONPRESSCOR STATIOM EQUIPMEN 828,314 529,038 0 0 0 0 o 0 0 0 0 0 1,367,350
s TOTAL ADDITIONS §11,232,662  §17.656.387  S$10.987.027  S87A1638  $9.339544 S586094530 $12858,7564  $10488.279 515282338 $12.553606 511481011  $53.100.864  $232.456.621

— — — — — ————————————

SUPPORTING SCHEDULES: G-6p.1
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RECAF SCHEDULES: G-1p.26
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PEOPLES GAS SYSTEM, INC.

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 20 OF 33
FILED: 07/20/2023

OPC RECOMMENDED ADJUSTMENT TO REFLECT CAPITAL EXPENDITURES LESS THAN BUDGET

DOCKET NO. 20230023-GU

TEST YEAR ENDING DECEMBER 31, 2024

$ MILLIONS

Sources: Response to OPC IRR 1-82 and 1-92; Parsons Exh RBP-1 Doc 6

5Yr
Revised  Weighted
2018 2019 2020 2021 2022 Awg
Capital Expenditures - Budget 195.929 240.014  350.065 315.534 337.994 287.907
Capital Expenditures - Actual 172.368 201.862  338.971 307.408 325.246 269.171
Capital Expenditures Under Budget 23.561 38.152 11.094 8.126 12.748 18.736
Actual Expenditures as a Percent of Budget 88.0% 84.1% 96.8% 97.4% 96.2% 93.5%
Actual Less than Budget Percentage 12.0% 15.9% 3.2% 2.6% 3.8% 6.5%
Test Year Test Year
2023 2024 Rate Base Expense
Capital Adds Budget OPC IRR 1-92 397.069 362.365
Less: FGT-Jacksonville - Not in RB Until 2025 -32.649 -48.249
Parsons Exh RBP-1 Doc 6
Capital Adds Budget (Without FGT-Jacksonville) 364.420 314.116
5 Yr Weighted Average Slippage Percentage 6.5% 6.5%
Reduction in Capital Adds - Less than Budget (23.715) (20.442)
Average Capital Adds Each Year (11.858) (10.221)
Test Year Reduction in Plant for Reduction in Expenditures (33.936)
Reduction of Depreciation Expense on 2023 Adds (0.314) (0.627)
Reduction of Depreciation Expense on 2024 Adds (0.270)
Reduction in Test Year Depreciation Expense (0.897)
Average Depreciation Expense Rate
Depreciation and Amortization Expense As Filed for Test Year $87.777
13-Month Awerage Plant Balances as Filed $3,319.122
Average Depreciation Expense Rate 2.64%
Reduction of Accumulated Depreciation
2023 - Increase to Rate Base 2023 Adds 0.314
2024 - Increase to Rate Base 2024 Adds 0.897

2024 Awerage Rate Base - Reduction in Accumulated Depreciation
Recommended Test Year Reduction in Rate Base

Grossed Up Rate of Return - Without 2023 Transaction
Recommended Test Year Reduction in Return On Rate Base
Recommended Test Year Reduction in Depreciation Expense
Gross-Up Factor for Regulatory Fees and Bad Debt Expense

Recommended Test Year Reduction in Depreciation Expense-Grossed Up

Recommended Revenue Requirement Reduction - Return of and on RB

No Change in ADIT Projected for this Adjustment as both Book and Tax Depreciation Expense Would Decrease

86
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PEOPLES GAS SYSTEM,

INC.

DOCKET NO. 20230023-GU

EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 21 OF 33
FILED: 07/20/2023

STIPULATION AND SETTLEMENT AGREEMENT

ORDER NO. PSC-2020-0485-FOF-GU

DOCEET NOS. 20200051-GU, 20200166-GU. 20200178-GU

PAGE 16

recovery pursuant to paragraph 8.

{d) The Company shall fila a depreciation study no more than one year nor ess
than 80 days before the filing of &s next general rate proceeding under Sections 366.06
and 366.07, Florida Statuies, such that there s & reasonable oppoartunity for the
Consumer Parties fo review, analyze and potentially rebut depreciation rales or other
aspects of such depreciation study contemporaneously with the company’s next general
rale proceeding. The depreciation study penod shall match the test year in the company’s
MFR=, with all supporting data in electronic format with Enks, calls and formulae intact
and funclional, and shall be served upon all Consumer Parties and all intarvanors in such
subsequent rate case.

5. Other Cost Recovery. Mothing in this Agreement shall preclude the
Comgpany from requasting the Commission to approve the recovery of costs that are: (a)
of a type which traditienally or historically would be, have been, or ane presently recovered
through cost recovery clauses, riders or surcharges, or (b) incremental costs not currently
recoverad in bese reles which the Legislalure expressly requires shall be clause
recoverable subsequent to the approval of this Agreement. It is the intent of the Parties
that, in conjunction with the provisions of subparagraph 3{a), the Company shall not seek
o recover, nor shall the Company be allowed o recover, through any cost recovery
clause or charge, or through the functional equivalent of such cost recovery clauses and
charges, costs of any type or category that have historically or traditionally been
recovered in base rates, unless auch costa are: (i) the direet and unavoidable result of
new govemmaental impositions or requirements; or (i) new or atypical costs thal were
unforeseeable and could not have been contemplated by the Partles resulling from

87
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This is an excerpt from the May 22, 2023 filing.

100.

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
DOCUMENT NO. 9

PAGE 22 OF 33
FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 100
BATES PAGE(S): 382 - 387
FILED: MAY 11, 2023

REVISED: MAY 19, 2023
SECOND REVISED: MAY 22, 2023

Revenue Requirement. Refer to the Direct Testimony of Rachel Parsons at 10
wherein she lists five “primary causes” of the requested increase. Please provide
the following related information:

a. The third cause is listed as “the change in weighted average cost of capital.”
Does this third cause include the increase in the cost of debt due to the legal
separation of the Company from Tampa Electric Company? If so, provide a
quantification of the effect of the legal separation on the cost of debt and
the effect on the requested base rate increase; and

b. Identify each and every other increase in costs reflected in the claimed
revenue requirement that were caused by the legal separation of the
Company from Tampa Electric Company and quantify each of the increases
in costs. Provide all assumptions, data, and calculations, including
electronic spreadsheets in Excel live format with all formulas intact used to
calculate each of the increases in costs.

a. Yes.

First, the company must accelerate the repayment of $568 million of legacy
long-term debt with Tampa Electric Company to the end of 2023 so the
asset transfer will be considered a non-taxable event for U.S. federal
income tax purposes (see response to POD 25). To do so, the company will
access the market in 2023 to acquire its own debt. The rate case filing
reflects the company accessing the debt market in October of 2023 to repay
the legacy debt at a blended 5.57% cost of debt which reflects the expected
market conditions and assumed credit spreads at that time. This results in
an increase in the overall weighted cost of debt of roughly 29 basis points
and an increase in the requested base rate increase of approximately $7.1
million.

Long-term debt of $37.5 million, with a 3.875% interest rate, matures on
July 12, 2024. This debt would have had to be repaid and replaced in 2024
at the market conditions prevalent at that time, regardless of the transaction.
The remaining debt instruments are scheduled to mature at various times
as reflected on MFR Schedule D-2 and would have been replaced at the
prevailing market rates at the maturity for each instrument.

382
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. RBP-2
WITNESS: PARSONS
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FILED: 07/20/2023

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 100
BATES PAGE(S): 382 - 387
FILED: MAY 11, 2023

REVISED: MAY 19, 2023
SECOND REVISED: MAY 22, 2023

Second, the short-term debt and the incremental long-term debt needed to
support the company’s test year rate base are being issued at higher
interest rates due to expected market conditions and the expectation that
the company will have a one notch lower credit rating than Tampa Electric.
The ultimate credit rating will be based on the risk profile and business
characteristics of Peoples on a standalone basis. A one notch lower credit
rating is projected to result in an increase in the overall weighted cost of
debt of roughly 8 basis points and an increase in the requested base rate
increase of approximately $1.8 million.

The ultimate impact will be dependent on the market conditions at the time
Peoples accesses the market, with the company’s continued effort to
achieve the lowest weighted average cost of capital for our customers. To
ensure customers do not pay any more than the actual long-term debt costs
on Peoples 2023 issuances, the company is proposing the Long-Term Debt
Rate True-Up Mechanism discussed on page 75 of the direct testimony of
witness Rachel B. Parsons.

See response to OPC’s 15t No. 97 and 3™ IRR No. 132 for additional
information. Additionally, see Peoples confidential excel files provided in
response to 100 a. posted on the External SharePoint site.

Peoples will provide its confidential answers to interrogatories and
confidential documents by posting them in the confidential section of its
discovery SharePoint site for this case subject to a Motion for Protective
Order or Request for Confidential Classification filed contemporaneously
with this response. Please see confidential electronic responsive
documents posted to Peoples’ Confidential Discovery Responses folder on
the External SharePoint site.

Consumer Parties Access - Peoples 2024 Rate Proceeding -
CONFIDENTIAL - Rate Proceeding Discovery Reponses - All Documents
(sharepoint.com)

b. As a separate legal entity with its own independent debt financings and
credit facilities, Peoples will be required to provide audited standalone
financial statements. As shown on MFR Schedule G-2, page 19b, line
number 15, the expected audit fees in 2024 are $647,932 as compared to
$452,450 and $317,445 in 2023 and 2022, respectively. A portion of the

383
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
OPC’S FIRST SET OF
INTERROGATORIES
INTERROGATORY NO. 100
BATES PAGE(S): 382 - 387
FILED: MAY 11, 2023

REVISED: MAY 19, 2023
SECOND REVISED: MAY 22, 2023

cost increase is due to contract escalators. The increase in 2024 rate case
budget related to added audit scope required to provide an opinion on
Peoples’ standalone financial statements is $346,000. However, after
successful negotiations, the fees are now expected to be $156,000.

In addition, to support its independent financings and credit facilities, an
independent credit rating will be required with annual costs to maintain the
credit rating. As shown on MFR Schedule G-2, page 19b, line number 29,
the expected credit rating agency fees in 2024 are $408,800 as compared
to $400,000 and $55,842 in 2023 and 2022, respectively. Assuming
inflation of 2.8% and 2.2% in 2023 and 2024 (as reflected in MFR Schedule
G-2, pages 12-19) applied to the 2022 amount of $55,842, the 2024
allocated Tampa Electric Company rating agency fees would be $58,669.
The difference between this amount and the budgeted $408,800 is
$350,132. The $400,000 is an estimate of the rating agency costs in 2023
that was provided by the company’s Treasury group.

Due to Peoples’ having independent financings and credit facilities, the
company will have new cash management requirements. As shown on
MFR Schedule G-2, page 19e, line 22, the company budgeted to add a
Treasury Analyst starting in November 2023. The 2024 projected test year
cost impact of this added position is $101,798.

Please see Peoples’ confidential excel file provided in response to 100 b.
posted to the External SharePoint site.

Peoples will provide its confidential answers to interrogatories and
confidential documents by posting them in the confidential section of its
discovery SharePoint site for this case subject to a Motion for Protective
Order or Request for Confidential Classification filed contemporaneously
with this response. Please see confidential electronic responsive
documents posted to Peoples’ Confidential Discovery Responses folder on
the External SharePoint site.

Consumer Parties  Access - Peoples 2024 Rate Proceeding -
CONFIDENTIAL - Rate Proceeding Discovery Reponses - All Documents
(sharepoint.com)
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DOCKET NO. 20230023-GU

EXHIBIT NO. RBP-2
WITNESS: PARSONS

DOCUMENT NO. 9
PAGE 25 OF 33

FILED: 07/20/2023

Q’Connor Late Filed Exhibit 15

“Test Year Truck Retirement Reconciliation”
This exhibit is to address why the MFRs do not reflect retirement of any trucks &
whether the MFRs need to be revised.

Every five years the company does a review of its retirement percents for budgeting
purposes. Recent yearly amounts of vehicle retirements have been very low and as a
result the company did not forecast vehicle retirements in its 2023 and 2024 forecasted
plant balance foraccount 392.01 Auto & Truck Less than %2 Ton. After further reviewing
the budgeted vehicle additions and need for vehicles in 2023 and 2024, the company
identified $1,706,817 and $1,571,627 of assaciated retirements in account 392.01 should
have been reflected in 2023 and 2024, respectively. As a result, account 392.02 vehicle
depreciation in the 2024 test year would have decreased by $243,046. The supporting
calculations are included in the attached file.

As stated on page 34, lines 6-8 of witness Parsons’ testimony, vehicle depreciation
expense is charged through a transportation cost allocation to O&M and capital
expenditures and is not included in depreciation expense. Therefore, vehicle depreciation
expense does not impact depreciation expense included in determining the filed 2024 test
year Net Operating Income (NOI). In the company’s budgeting process, the increase in
the 2024 vehicle depreciation expense was not factored into the development of the 2024
detailed O&M budget for transportation cost allocation or FERC Q&M budget on MFR G-
2, pages 12-19. Instead, the 2024 vehicle transportation allocation costs included in Q&M
expense were trended forward using 2022 vehicle transportation costs plus inflation and
growth in labor in areas that use vehicles, which is primarily Gas Operations, Engineering
and Pipeline Safety. On MFR G-2, pages 12-19, the trending forward of transportation
costs in O&M expense from 2022 to 2024 by FERC account was primarily reflected by
increasing 2022 costs for inflation and customer growth. Therefore, any changes in
vehicle depreciation expense due to not reflecting the revised amount of retirements
would not have an impact on O&M expense (MFR G-2, page 12-19) or depreciation
expense (MFR G-2, page 1, line 6) in the determination of the 2024 test year NOI.

Regarding rate base, adding the revised retirements to 2023 and 2024 to reduce the plant
in service for FERC account results in an equal reduction of plant in service and
accumulated depreciation. Therefore, the 2024 test year rate base amount would not be
directly impacted by adding the retirements to account 392.01. If anything, rate base
would slightly increase for the 13-month average of the cumulative reduction in vehicle
depreciation expense (see attached calculation). In addition, when determining the 2023
and 2024 capital expenditures, the higher vehicle depreciation expense was not factored
into those capital costs and no impact to overall rate base would occur due to lower
vehicle depreciation expense.
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In conclusion, although the company agrees that retirement of vehicles in account 392.01
should have been reflected in the 2023 and 2024 plant and accumulated depreciation
balances, there would be no impact on the company’s determination of NOI and a slight
increase in rate base which would have a slight increase in the filed 2024 test year
revenue requirement. Therefore, the company believes that filing adjusted MFRs to
reflect the added retirements is not required.

The attachment referred in the O’Connor Late Filed Exhibit 15 file —is provided in Exhibit RBP-2,
Document No. 8
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Please refer to PGS’s response to Staff's Second Data Request, No. 1(a), in
Docket No. 20220212-GU, where the Company indicated that after its filing of the
MFRs and the Updated Depreciation Study (filed in April, 2023), PGS further
considered and believes that for the Alliance RNG project:

(1)  “the main connection to the transmission pipeline interconnects should be
included in Account 376.02 — Main Plastic [instead of Account 376.00 —
Main Steel and reported in MFRs and the Updated Study].”

(2)  “the interconnect facility that was included in Account 376.00 — Main Steel
should be included in Account 378.00 — Measuring & Reg Station
Equipment General.”

Does PGS plan to provide the corresponding revisions to the aforementioned
affected schedules in the MFRs and the Updated Depreciation Study? If so, by
what date does PGS plan to make its filing?

Peoples does not plan to provide revisions to the corresponding MFR Schedules
and the Updated Depreciation Study. The company has calculated the impact of
these changes on the 2024 test year NOI (decrease of $11,794), rate base
(decrease of $22,656) and revenue deficiency (increase of $13,654).

Please see the attached tables.
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Referring to PGS’s response to Staff’s First Interrogatories, No. 5, for the 2024 test
year (annual and 13-month average) as pertains to the Alliance Project, please
identify the incremental differences, if any, that result from PGS’s considered
changes (discussed in the said interrogatory question) for the following:

depreciating expense;
depreciation reserve;
rate base;

revenue deficiency

The Alliance Project incremental differences for the 2024 test year would be as
follows:

» Depreciation expense would increase by $15,798 annually.

» Depreciation reserve 13-month average balance would increase by $22,656.

* Rate base thirteen-month average would decrease by $22,656.

« Annual revenue deficiency would increase by $13,654.
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Please refer to the direct testimony of witness Rutkin, page 25, lines 18 through
22. Please identify the facilities used to transport RNG from the New River Landfill
into PGS’s pipeline system, the associated cost and account number for each
facility, and the section of the RNG Service Tariff that each facility complies with.
As part of this response, please identify what party will be responsible for operation
and maintenance of said facilities.

The facilities used to transport the RNG from the New River Landfill include the
measurement and regulation (M&R) equipment at the customer’s site, RNG receipt
piping, steel pipeline extension, and interconnect M&R facility with the interstate
pipeline. The total cost of the New River RNG project included in the Updated
Study and rate case filing is $7,812,333 (including AFUDC) and all the facilities
used to transport RNG from the New River Landfill are included in account 336.00
RNG Plant. Although included in account 336.00 RNG Plant in the Updated Study
and rate case filing, after further consideration the company believes the more
appropriate accounts for these facilities should be 376.00 Mains Steel and 378.00
Measuring and Reg Station Equipment General. The portion of the $7,812,333 that
should be reflected in account 376.00 Mains Steel is $3,376,000 and the remaining
$4,436,333 related to the interconnect equipment should be reflected in account
378.00. Please see the table below summarizing the above and the response to
Interrogatory Number 32 for additional information.

These facilities comply with the RNG Service Tariff 7.404, as these facilities will be
used to provide infrastructure for delivery of RNG to a pipeline system. The
Monthly Services Charge section within the tariff provides a description of included
assets. Peoples will be responsible for the operation and maintenance of the
facilities used to deliver RNG to the interstate pipeline system.

Further Consideration Potential
As filed Piping M&R Equip 20-Year Rate

Plant Balance $7,812,333 $3,376,000 $4,436,333 $7,812,333

Need to

Account 336.00 376.00 378.00 establish
ASL (years) 30 65 40 20

2024 Dep. Rate 3.4% 2.4% 3.0% 5.0%
2024 Dep. Expense | $265,619 $81,024 $133,090 $390,617

78
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Referring to PGS’s response to Staff’s First Interrogatories, No. 3(d), for the 2024
test year (annual and 13-month average), please identify the incremental
differences, if any, that result from booking the “pipeline extension” associated with
the Brightmark Project in Account 336.01 and fully depreciating the pipeline
extension assets over 15 years, for the following:

depreciating expense;
depreciation reserve;
rate base;

revenue deficiency

The Brightmark RNG Project incremental differences for the 2024 test year would
be as follows:

» Depreciation expense would increase by $321,507 annually.

» Depreciation reserve 13-month average balance would increase by $447,369.
* Rate base thirteen-month average would decrease by $447,369.

« Annual revenue deficiency would increase by $279,245.
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Please refer to PGS’s response to Staff’'s Second Data Request, No. 5(a) through
(c), in Docket No. 20220212-GU:

a. Given the fact that PGS will recover its investment in the “pipeline
extension” through the Monthly Service Charge over a 15-year period, as
well as through depreciation expense in base rates, please explain how
PGS will ensure there will be no double recovery of this asset.

b. Please provide a detailed explanation of the accounting treatment of the
“Pipeline Extension,” particularly as it relates to the recording of the
depreciation expense and return on investment which will be collected
through the Monthly Service Charge and those expenses collected through
base rates.

C. Does PGS intend to use the portion of the Monthly Service Charge related
to the recovery of the “pipeline extension” investment to offset the
depreciation expense collected through base rates that relate to the same
assets?

d. Please direct staff to all adjustments in PGS’s Updated Depreciation Study
and MFRs, if any, that reflect the offset of depreciation expense mentioned
in subpart (c) above.

a. As with other utility plant assets that have revenues and associated
depreciation expense, Peoples does not believe it is recovering the same
project investment in both the revenues from the customer and in the related
depreciation included in revenue requirements. As stated in response to
Staff's Fourth Data Request No. 6(d) in Docket Nos. 20220212-GU and
20230023-GU, Peoples would not be opposed to fully depreciating the
“pipeline extension” during the same 15-year term for which the full
installation cost of the “pipeline extension” is recovered through the Monthly
Services Charge paid by Brightmark Sobek RNG LLC to Peoples.

b. The Monthly Services Charge received from the customer (Brightmark
Sobek RNG LLC) for the pipeline extension is reflected in Special Contract
revenue (portion of amount included in MFR Schedule G-2, page 8f) and
will cover the revenue requirements of the “pipeline extension” assets,
including the associated depreciation expense, operating expenses and
reasonable return on investments over the 15-year term.
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