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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

LUKE BUZARD

Please state your name, address, occupation and employer.

My name is Luke Buzard. My business address is 702 North
Franklin Street, Tampa, Florida 33602. I am employed by
Peoples Gas System, Inc. (“Peoples” or the “company”) as
Vice President of Regulatory and External Affairs, and

interim Vice President of Finance.

Please describe your duties and responsibilities as Vice

President of Regulatory and External Affairs.

As Vice President of Regulatory and External Affairs, I
am responsible for overseeing all aspects of rates,
compliance, and regulatory issues governed by the Florida
Public Service Commission (“Commission”) and Federal
Energy Regulatory Commission (“FERC”) for Peoples. This
includes base rate design, tariff administration, cost
recovery clauses, riders, load forecasting, revenue
forecasting, and regulatory filings before the Commission

and FERC. Additionally, I oversee the External Affairs
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area which is responsible for maintaining the company’s
relationships with local governments, community groups,

trade associations, and non-profit organizations.

Please describe your duties and responsibilities as the

interim Vice President of Finance.

As Interim Vice President of Finance, I am responsible
for maintaining the financial books and records of the
company and for determining and implementing accounting
policies and practices for Peoples, which includes
general accounting, regulatory accounting, and financial
reporting. I am also responsible for budgeting and
forecasting activities within the company, which include
business planning, financial analytics and long-term

forecasting.

Please provide a brief outline of vyour educational

background and business experience.

I earned my Bachelor of Science degree with a
concentration in Accounting and my Master of Accountancy
degree from the College of Business Administration at the
University of South Florida. Before my current position,

I served as the Director, Pipeline Safety and Operational
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Services, where I was responsible for technical training,
compliance, standards, and technical services, as well as
employee and contractor safety. Additionally, I
previously held the Director of Internal Audit position
at TECO Energy. I am also a Certified Public Accountant
in the state of Florida and hold a Certified Internal
Audit designation from the 1Institute of 1Internal

Auditors.

Have you testified before the Commission in a previous

docket? If so, please describe.

Yes. I testified in the company’s last rate case in Docket

Number 20230023-GU.

What are the purposes of your prepared direct testimony

in this proceeding?

The purposes of my testimony are to:

(1) describe the functions and Jjob responsibilities of
the Regulatory, External Affairs and Finance departments;
(2) demonstrate that the Regulatory, External Affairs and
Finance operations and maintenance expense (“0&M”) levels
for the 2026 test year are reasonable and prudent;

(3) describe the current status of Peoples recent filings
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before the Commission;

(4y explain Peoples’ revenue forecasting process and
compare the 2024 actuals to the prior rate case test year
projections;

(5) present the revenue forecast used in the company’s
test year budget that supports its regquest for a base
rate increase in this case;

(6) propose modifications to the company’s miscellaneous
service charges;

(7} propose modifications to the company’s annual
residential billing class volume review and describe the
changes to the rate design;

(8) discuss the impact of the proposed rate increase to
customer bills;

(9) propose and support tariff modifications as part of
the company’s request for a base rate increase in this
proceeding;

(10) support the economic development expenses; and

(11) describe the Minimum Filing Requirement Schedules I

am sponsoring or co-sponsoring.

Did you prepare any exhibits in support of your prepared

direct testimony?

Yes. I am sponsoring Exhibit No. LB-1, entitled “Exhibit
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of Luke Buzard”,

consisting of 11 documents, prepared

under my direction and supervision. The contents of my

exhibit were derived from the business records of the

company and are true and correct to the best of my

information and belief. My exhibit consists of following

documents:

Document

Document

Document

Document

Document

Document

Document

Document

Document

Document

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

10

List of Minimum Filing Requirement
(“"MFR”) Schedules Sponsored or Co-
Sponsored by Luke Buzard

Historical and Forecasted Customers,
Therms & Revenue

2023 & 2024 Customer Reconciliation
2023 & 2024 Residential and Small
Commercial Average Use
Reconciliation

2023 & 2024 Revenue Reconciliation
Residential & Small Commercial Actual
& Weather Normalized Sales

Customer Growth by Service Area

2024 Forecast vs Actuals

Comparison of Current and Proposed
Residential and Business Rates,
including Miscellaneous Charges.

2027 Subsegquent Year Adjustment
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Supplemental Schedules
Document No. 11 Proposed Tariff Modifications

(Legislative Version)

REGULATORY, EXTERNAL AFFAIRS AND FINANCE OVERVIEW
Have your duties and responsibilities changed since the

last rate case?

Yes. On April 1, 2024, after a company reorganization, I
took over the External Affairs team from Peoples witness
Timothy O’Connor, while the Safety & Compliance team,
which was previously under my control, shifted to witness
O’ Connor. These changes were to better align functional
responsibilities and provide professional growth across
the organization. Additionally, as stated above, I am
currently serving as the interim Vice President of

Finance.

THE REGULATORY TEAM

Please describe the company’s Regulatory team and the

duties they perform.

The Regulatory team manages all filings and proceedings
before the Commission and FERC. These duties include: (1)

developing and implementing regulatory activities related
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to the company’s rates; (2) tariff administration; (3)
rate design activities; (4) audits; (5) the management of
cost recovery clauses and riders; (6) load forecasts; (7)
revenue forecasts; and (8) FERC compliance activities and
interstate pipeline rate cases. Additionally, the
Regulatory team oversees and manages all aspects of a
rate case filing including the preparation of testimony,
discovery responses, witness training, witness
depositions, hearing preparation, and implementing final

rates.

How many team members work in Regulatory?

The Regulatory department consists of 10 team members.
The team includes a Director of Regulatory Affairs and
three Regulatory Affairs Managers who oversee clauses and
riders, locad forecasting, and cost of service.
Additionally, there 1is a supervisor for conservation
programs, three Regulatory Analysts, and two customer-
facing team members who process payments for energy

conservation allowances or rebates for customers.

What regulatory functions does Tampa Electric Company

(“Tampa Electric”) provide to Peoples as a shared service?
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Tampa Electric provides regulatory coordination services
to Peoples. These coordination services include but are
not limited to: (1) docketing and managing deadlines for
Commission filings, (2) ensuring compliance with filing
requirements, (3) submission of official filings, (4)
maintaining file management systems, and (5) maintaining

version control of the company’s tariff.

THE EXTERNAL AFFAIRS TEAM

Please describe the External Affairs team and the duties

they perform.

The External Affairs team develops and maintains
relationships with local governments, trade associations,
non-profit organizations, and community groups across the
43 counties that Peoples serves. A core function of the
team is to work with local governments to understand their
planned construction activities so the company may
coordinate with other utilities and diminish disruption
and duplication of work. This team also leads the
negotiation of franchise agreements, overseeing
approximately 121 franchise agreements with local
governments. External Affairs engages with nearly 100
chambers of commerce and economic development

organizations, boards and partnerships which is vital for
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understanding the economic landscape, identifying
opportunities for collaboration, and supporting local
community initiatives. They take part in natural gas
industry groups and associations, including the American
Gas Associlation, the Southern Gas Association, and the
Florida Natural Gas Association, to facilitate industry
best practices. They assist with coordination of
communications and operational support with Emergency
Operations Centers during storm events or other
emergencies to provide updates and assist stakeholders in

preparation and response efforts.

How many team members did the External Affairs department

have as of December 31, 202472

As of December 31, 2024, the External Affairs team

consisted of five team members: a Director of External

Affairs and four External Affairs (Regional) Managers.

THE FINANCE TEAM

Please describe the Finance team and the duties they

perform?

The Finance team maintains the financial books and records

of the company and determines and implements accounting
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policies and practices for Peoples, including general
accounting, regulatory accounting, and financial
reporting. The team is also responsible for budgeting and
forecasting activities within the company, which include
business planning, long-term forecasting, and financial

analytics.

How many team members did the Finance department have as

of December 31, 20247

As of December 31, 2024, the Finance team had 24 team
members. Three Director positions exist including a
Controller, Director of Business Planning and a Director
of Financial Analytics. Five Manager positions support
the Finance department, and the balance of the team are

varying levels of analysts and specialists.

In the company’s last rate case, the Commission approved
three replacement positions and five new positions in the
finance area 1in FERC Account 920 - Administrative and

General Salaries. Did the company hire these positions?

Yes. With the exception of one replacement position that
the company reclassified from a Senior Portfolio Analyst

to a Senior Strategic Financial Analyst, Peoples filled

10
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IT.

the positions as approved by the Commission.

REGULATORY, EXTERNAL AFFAIRS AND FINANCE - NON-TRENDED
LABOR O&M EXPENSES — 2026 TEST YEAR
What are the forecasted non-trended labor 0O&M amounts you

are responsible for, and are these amounts reasonable?

The projected non-trended labor 0&M expenses for 2025 and
2026 are approximately $0.4 million and $0.7 million,
respectively. These projected expenses are reasonable and
relate to non-trended labor in FERC Account 920, as
detailed on MFR Schedule G-2, page 19%e. These costs are

explained below.

REGULATORY DEPARTMENT

Will the Regulatory department be adding team members in

2025 and 20267

Yes. The Regulatory department will add one position in

2025 and one position in 2026.

In 2025, the Regulatory department will add a Director of
Rates, Cost of Service, and Financial Analysis to play a
critical role in performing activities related to pricing

gas distribution rates, conducting comprehensive cost-of-

11
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service studies, and engaging in regulatory financial
analysis that accurately reflects the company’s cost to
serve. By hiring this position, the company will
significantly enhance 1ts 1internal expertise, and
cultivate a more robust, self-sufficient approach to its

regulatory financial operations.

In 2026, we plan to add a Regulatory Manager to address
the increased workload associated with on-going and
anticipated regulatory activity, enhanced regulatory
research and analysis, and general legislative and
Commission activities. The Regulatory Manager will
support traditional regulatory filings, coordinate
filings between outside counsel and the Commission,
prepare and file discovery, and manage necessary
platforms, including our case management software and

TariffShark.

Both positions benefit customers by providing ongoing
analyses of the company’s cost of service, rate design
and tariff. Additionally, hiring these positions will
decrease the company’s reliance on external consultants

which will generate cost savings in the long-term.

12
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EXTERNAL AFFATRS DEPARTMENT

Will the External Affairs department add team members in

2025 and 20267

Yes. The External Affairs department will fill two
vacancies and add one additional team member for a total

of eight team members in the External Affairs department.

Please describe these positions?

In 2025, the company will fill two vacancies, an External
Affairs (Regional) Manager and a Business Strategy
Analyst. The company recently filled the External Affairs
Manager position. This role is responsible for
developing, cultivating, and managing relationships with
elected officials, governmental staff, business and
community leaders, economic development organizations and
customers for the North Region in the company’s service
area. This position also supports operations including
permits, franchise agreement negotiation, outreach on
infrastructure projects, assistance with customer matters

and emergency response functions.

The company will fill a vacancy for a Business Strategy

Analyst this year to support the External Affairs team in

13
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developing and implementing strategies to advocate for
interests of the company. This position will (1) serve as
a primary contact with local government, various
stakeholder groups and community leaders, (2) identify
local government issues impacting the company and (2)

assist with franchise agreement management.

In 2026, External Affairs plans to add an External Affairs
Manager to serve as a key resource with a responsibility
to enhance the company's interactions with the
Commission, other regulatory agencies, and various
stakeholders. Additionally, this position will monitor
regulatory developments, docketed activity and
legislative initiatives. This role is vital for
maintaining effective communication and representation of

the company before the Commission.

FINANCE DEPARTMENT

Will the Finance department add team members in 2025 and

20267

Yes. Peoples plans to add two team members 1in 2025 and

one team member in 2026 to the Finance team.

Please explain why the additional Finance team members

14
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are necessary.

One of the two Finance team member additions in 2025 is
a co-op student, which is a replacement for a wvacant
position as of the end of 2024. The Finance co-op assists
with wvarious accounting and financial activities while
receiving an opportunity for practical experience and
professional growth. The second position for 2025 is a
Fixed Assets Accountant, who will be responsible for
supporting the growing volume of transactional data

related to the company’s expanding capital assets.

In 2026, the Finance team plans to add a Business Planning
Analyst, which is needed to provide additional financial
support as the company’s operational activities increase

with the growing pipeline system and customer base.

STEPS TAKEN TO PROMOTE AFFORDABILITY

What steps have the Regulatory, External Affairs and

Finance departments taken to promote affordability?

The Regulatory department promotes affordability by
managing costs, evaluating cost recovery, analyzing
revenue and bills, managing customer offerings and

monitoring natural gas service affordability. Since 2023,

15
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we focused on promoting affordability by Thelping
customers save over four million therms of natural gas
through conservation programs. We connected more than
17,000 residential customers to energy-saving
opportunities through our online audit and launched an
on-site energy audit for commercial customers.
Additionally, the Regulatory team coordinates the overall
management of the Purchased Gas Adjustment Clause with
the goal of reliability and efficiency 1in providing

natural gas.

The External Affairs team enhances customer affordability
by negotiating adequate franchise agreements, improving
permitting processes and contributing to the economic
development opportunities within the communities we
serve. By providing expertise to chambers and economic
development organizations, the External Affairs team
assists with maximizing the value of Peoples’
distribution system. This team 1is instrumental in
evaluating and providing natural gas services to new
businesses and existing governmental agencies, addressing

their essential energy reguirements.

The Finance team is responsible for accurately tracking

costs, ensuring affiliate charges are appropriate and

16
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system and to increase the amortization period for WAM
from 15 to 20 years, effective January 1, 2025. Peoples
voluntarily dismissed 1its petition without prejudice on
March 3, 2025, in order for the company’s proposal to be
considered in this proceeding. On March 7, 2025, staff
submitted a memorandum, Document No. 01408-2025, to the
Commission Clerk recommending that the docket be

administratively closed.

What is the company’s proposal regarding WAM cost recovery

treatment in this proceeding?

The company prepared its 2026 test year net operating
income and annual revenue reguirement increase request
based on the 15-year amortization period for the WAM
system in FERC Account 303.01 approved in the company’s
last rate case. As part of this proceeding, Peoples
requests the Commission (1) authorize the creation of a
new sub-account for WAM, (2) increase the amortization
period for WAM to 20 years, and (3) if it approves the
20-year amortization period, reflect a $717,633 reduction
to WAM amortization expense for the 2026 test year when
calculating the final 2026 test year revenue requirement

in this proceeding.

19
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OFF SYSTEM SERVICE SHARING MECHANISM MODIFICATION

What 1is the status of the company’s petition filed in

Docket No. 20250026-GU filed on January 13, 20257

Peoples’ petition for approval of modifications to its
Swing Service Charge, Individual Transportation Service
rate schedule, and the sharing mechanism provided in the
Off System Service rate schedule, from a 25/75 basis to

a 50/50 basis is pending before the Commission.

What is the company’s proposal regarding the Off System

Service (“0SS”) sharing mechanism in this proceeding?

The modification to the 0SS sharing mechanism relates to
the amount of other operating revenue forecasted for the
2026 test year. The company prepared its 2026 test year
annual revenue requirement increase request using the
currently approved 25/75 0SS sharing mechanism.
Accordingly, the company proposes to update its 2025
revenue 1increase request 1in this proceeding if the
Commission approves the 50/50 sharing and schedules

allow.

ADOPTION OF RULE 25-7.150, FLORIDA ADMINISTRATIVE CODE

On March 6, 2025, in Order No. PSC-2025-0068-NOR-GU, the

20
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IvV.

Commission proposed the adoption of Rule 25-7.150,
Florida Administrative Code, relating to the Natural Gas
Facilities Relocation Cost Recovery Clause (“NGFRCRC” or
the “NGFRCRC Rule”). What 1s the company’s proposal
regarding relocation costs as contemplated under the

NGFRCRC in this proceeding?

Although the company’s financial forecasts for 2025 and
2026 include reasonable projected natural gas facilities
relocation costs that would be eligible for cost recovery
through the NGFRCRC, the company included those costs in
calculating its 2026 test year revenue requirement and
revenue 1ncrease request. The company will evaluate
whether to file a petition to transfer those costs to the
new NGFRCRC once the rule becomes effective and will
ensure that the costs will not be recovered through both

base rates and the NGFRCRC, i.e., no double recovery.

PEOPLES’ REVENUE FORECASTING PROCESS
Please describe the company’s revenue forecasting

process.

The revenue forecasting process involves comprehensive
analysis that includes examining historical trends,

weather behavior, current market conditions, and detailed

21
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knowledge of residential and small commercial development

at the field level.

The company considers “Residential” to include customers
that take service under these six rate classes: (1)
Residential-1 (RS-1), (2) Residential-2 (RS-2), (3)
Residential-3 (RS-3), (4) Residential Standby Generator
(RS-SG), (5) Residential Gas Heat Pump (RS-GHP), and (6)

Residential Transportation Gas Heat Pump (RTP).

Peoples denotes “Small Commercial” to include customers
that take service under these 14 rate classes: (1) Small
General Service (SGS), (2) Small General Service
Transportation (SGT), (3) General Service 1 (GS-1), (4)
General Service 2 (GS-2), (5) General Service 3 (GS-3),
(6) General Service-1 Transportation (GT-1), (7) General
Service-2 Transportation (GT-2), (8) General Service-3
Transportation (GT-3), (9) Commercial Gas Heat Pump (CS-
GHP), (10)Commercial Transportation Gas Heat Pump (CTP),
(11) Commercial Standby Generator (CS-8G), (12)
Commercial Transportation Standby Generator (CTG), (13)
Commercial Street Lighting (CSLS), and (14) Commercial

Street Lighting Transportation (CSLT).

Finally, the company classified “Large Customers” to

22
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include General Service-4 (GS-4), General Service-5 (GS-
5), General Service-4 Transportation (GT4), General
Service-5 Transportation (GT5), Wholesale (WHS) ,
Wholesale Transportation (WHT) , Small Interruptible
Service (SIS), Small Interruptible Transportation Service
(SIT), Interruptible Service (IS), Interruptible
Transportation Service (ITS), Interruptible Large Volume
(ISLV), Contract Interruptible Service (CIS) and Contract
Transportation Service (CTS) rate schedules, or service

pursuant to a special contract.

Furthermore, the analysis considers the specific
projections for customers requiring complex, large volume
gas service. While coordinated by our regulatory team,
this process includes the involvement of external and
internal specialists. Internally, we coordinate with the
company’s (1) Business Intelligence and Analytics team
within the Strategy, Marketing and Communications
department, (2) the Business Development area in the Gas,
Supply and Development department, and (3) the Finance

department.

Externally, we work with TECO Partners, Inc. (“TPI”), who
is responsible for the residential sales on behalf of

Peoples. Our forecasting process  has consistently

23
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demonstrated reliability and accuracy in relation to our
overall budget and actual performance. In my testimony,
I will detail our historical projection process, assess
the reliability and accuracy of these projections, and
provide Jjustification for the revenue projections for

2025 and 2026.

Please describe how Peoples’ customer and therm forecasts

are developed.

Using Itron’s Statistical Adjusted End-Use (“SAE")
models, Peoples’ forecast process 1is a Jjoint effort
between our load forecasting team and multiple
departments within the company. Each of the company’s
service areas throughout Florida is forecasted
individually and then aggregated to get total company-
level forecasts. The company has 14 individual service
areas: (1) Miami, (2) Tampa, (3) St. Petersburg, (4)
Orlando, (5) Eustis, (6) Jacksonville, (7) Lakeland, (8)
Daytona, (9) Avon Park, (10) Sarasota, (11) Jupiter, (12)
Panama City, (13) Ocala, and (14) Fort Myers. The forecast
process has two tracks of work that go on simultanecusly.
One track 1s specific to the Residential and Small
Commercial rate classes, and the second track is for the

higher wusage Large Customers, which are forecasted

24




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

individually.

TRACK ONE: This track is based on regression modeling

techniques and is done by the company’s load forecasting
team with input from multiple departments across the
organization. The regression modeling techniques are
further discussed by company witness Eric Fox in his

prepared direct testimony.

Before regression modeling can take place, it is
imperative to obtain a clear understanding of the data to
be forecasted (the dependent variable) and the variables
that influence the data (independent wvariables). The
primary areas reviewed include recent trends in customer
growth, usage patterns, and weather for each service area.
Customer (bill) counts and consumption (therms) data for
each service area are collected from the company’s billing
system. The billing data and weather, in terms of degree
days, for each service area are reviewed to determine if
any abnormal events (e.g., COVID-19, hurricanes, etc.)
occurred that affected customers and/or therm
consumption. Any data anomalies are investigated, and
action plans are developed to appropriately address them

during the modeling process.

25
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The forecasting team also conducts a detailed analysis of
the major assumptions to be used in the forecast process
for reasonableness and consistency with recent trends.

Witness Fox's direct testimony discusses this further.

Once historical trends and assumptions are vetted, the
data and assumptions are prepared for import into Itron’s
forecasting software, which utilizes advanced statistical
methods for regression analysis and forecasting. This
modeling approach is further described in witness Fox’s

direct testimony.

TRACK TWO: This track represents a collaboration between
the company’s Regulatory, Business Development, Gas
Supply and Finance teams. The forecasts developed in track
two do not wutilize economic modeling and regression
techniques. Given the relatively small number of
customers, Peoples uses customer-specific projected usage
and applicable rates to forecast revenues for Large
Customers. These forecasts are based on an analysis of
recent customer usage trends and, when necessary, input

from customers.

The forecasts for the RS-RHP, RTP, CS-GHP, CTP, CS-SG,

CTG, CSLS, and CSLT rates are based on recent historical

26
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usage data. Additionally, projections for new customers,
therm usage, and revenue from known or anticipated

projects are incorporated into the forecast.

As of December 31, 2024, Peoples served 396 Large
Customers which includes industrial and power generation
customers. By December 31, 2026, Peoples expects to serve
approximately 418 Large Customers, including industrial
and power dgeneration customers. This is 1illustrated in

Document No. 2 of my exhibit.

Describe how Peoples prepares the 0SS forecast.

As further explained in the direct testimony of Peoples
witness Andrew Nichols, the projected net revenue from
0SS for 2026 1is approximately $2.6 million, based on
expected market conditions and historical 0SS net
revenues. In 2024, Peoples experienced a considerable
increase in 0SS revenues due to favorable natural gas
price spreads and heightened market demand. These factors
contributed to a $2.3 million increase above the budgeted
$2.5 million margin in the last rate case. However, the
0SS revenues budgeted for 2026 reflect less favorable
market conditions and an appropriate level for setting

the 0SS sharing mechanism.
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2024 TEST YEAR CUSTOMER AND AVERAGE USE RESULTS VS. 2024
TEST YEAR CUSTOMER GROWTH FORECAST
Please describe and compare the company’s customer growth

since the last base rate proceeding in 2023.

In the company’s last rate case, the customer growth
forecast for 2023 and 2024 projected an overall increase
of 3.6 percent and 3.2 percent, equating to approximately
16,638 and 15,184 customers, respectively. However, as
illustrated in Document No. 3 of my exhibit, the company
experienced significant customer growth during 2023 and
2024, with actual increases of 4.7 percent and 3.8
percent, or 21,776 and 18,538 customers, respectively,

over this period.

In the last rate case, the Residential customer growth
forecast for 2023 and 2024 projected an increase of 3.8
percent and 3.3 percent, equating to approximately 15,984
and 14,605 customers, respectively. Residential actual
increases equated to 4.9 percent and 4.0 percent, or
20,905 and 17,845 customers, respectively, over this

period.

In the last rate case, the Small Commercial customer

growth forecast for 2023 and 2024 projected an increase
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of 1.7 percent and 1.5 percent, equating to approximately
648 and 580 customers, respectively. Small Commercial
actual increases equated to 2.3 percent and 1.7 percent,

or 884 and 689 customers, respectively, over this period.

Please describe and compare the company’s experience with
average use for Residential and Small Commercial

Customers.

As illustrated in Document No. 4 of my exhibit, in the
last rate case, the Residential average use forecast for
2023 and 2024 projected 251.6 and 249.2 therms per
customer, respectively. Actual Residential average usage
was 226.4 and 234.7 therms per customer, respectively,
over this period. This demonstrates a (25.2) therms per
customer variance in 2023 and a (14.4) therms per customer

variance in 2024.

In the company’s last rate case, the Small Commercial
average use forecast for 2023 and 2024 projected 8,073.0
and 8,291.2 therms per customer, respectively. This is
shown 1in Document No. 4 of my exhibit. Actual Small
Commercial average usage was 7,713.6 and 7,760.6 therms
per customer, respectively. This demonstrates a (359.5)

therms per customer variance in 2023 and a (530.5) therms
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VI.

per customer variance 1in 2024. The company initially
expected that commercial businesses would return to pre-
COVID usage levels, as described by witness Fox. However,
as businesses resumed operations, the average use among
Small Commercial customers has now stabilized at a “new
normal”. The company forecasts that this new level of
usage will persist into 2026. Document No. 6 of my exhibit
contains historical data on weather-normalized average
use. As stated later in my testimony, even considering
the above variances in growth and usage, the overall
revenue forecast only varied by 0.3 percent to actuals in

2024.

CUSTOMER GROWTH, USAGE AND REVENUE FORECAST USED IN 2026
TEST YEAR
Please summarize the customer growth and customer usage

forecast results.

As shown in Document 3 of my exhibit, the projected total
customer growth in 2025 and 2026 is 3.9 percent and 3.5
percent, equating to 19,870 and 18,351 customers,
respectively. Residential projected customer growth in
2025 and 2026 is 4.1 percent and 3.6 percent, equating to
19,141 and 17,642 customers, respectively. Small

Commercial projected customer growth in 2025 and 2026 is
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1.8 percent and 1.7 percent, equating to 718 and 698

customers, respectively.

As explained earlier in my testimony and the testimony of
witness Fox, Residential and Small Commercial customer
usage has declined post-COVID, which the company believes
represents a "new normal." Based on this new normal and
a 10-year weather normal forecast, Peoples forecasts
Residential customer usage at 231.1 therms per customer
in 2025 and 230.8 therms per customer in 2026. Small
Commercial customer usage i1is forecasted to be 7,614 therms
per customer in 2025 and 7,629.3 therms per customer in
2026. These forecasts are illustrated in Document 4 of my

exhibit.

What factors are causing the projected decrease in average

use for 2026 compared to 20247

Actual sales in 2024 were influenced by colder weather in
January, February, and December, as well as increased
tourism 1in April and May. The company expects therm
consumption to return to normal levels by 2026, based on
10-year normal weather conditions and typical tourism
rates. Additionally, due to the conclusion of a short-

term sale to Florida Public Utilities Company and a
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reduction in production reported by a large customer in
2026, the Large Commercial and Industrial sector is also

expected to decline.

Does the company expect average use per customer to

continue to decrease in the future?

The company assumes that customers have acclimated to a
"new normal" in the aftermath of COVID-19; additionally,

appliance efficiency improvements continue to stabilize.

EXOGENOUS ADJUSTMENT

Did the company make an exogenous adjustment to

Residential customer growth?

Yes. Although the model has proven highly reliable, the
company 1identified an exogenous adjustment that was
necessary to meet anticipated future growth expectations
within specific Residential service areas. The company
included an exogenous adjustment that captures data from
areas within and outside the company that have an in-
depth understanding of Residential customer growth in the
company’s service areas. The company’s load forecasting
team works with and considers data from TPI as well as

Peoples’ Engineering and Construction team (“E&C”) within
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the Engineering, Construction and Technology department.

Did the company make any exogenous adjustments to Small

Commercial customer growth?

Yes. Similar to Residential, the model for Small
Commercial customer growth has proven highly reliable;
however, the company determined that an exogenous
adjustment was necessary to align anticipated future
growth expectations for Small Commercial customers with
Residential growth trends. Accordingly, as with
Residential, the company included an exogenous adjustment
that captures data from E&C and TPI, who have an in-depth
understanding of Small Commercial customer growth in the

company’s service areas.

Please describe how the company coordinates and

incorporates these exogenous adjustments.

The company incorporates an exogenous adjustment into the
customer models for construction activity and market
projections to derive accurate Residential and Small
Commercial customer growth by service area. As stated
above, determining these explanatory variables is a joint

effort between the sales team at TPI and the company’s
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load forecasting and E&C teams. These teams collaborate
and analyze the historical trends and compare them to

known project activities derived from field intelligence.

The sales team at TPI provides qualitative insights,
including projected activity from builders and
developers, as well as market forecasts gathered from
multiple sources. Meanwhile, the E&C provide data on
current and historical workloads for services and mains,
covering a period of up to three years. By combining
gquantitative regression analysis with field-specific
intelligence, they <create a comprehensive customer

forecast.

Please further explain why an exogenous adjustment that
captures construction activity and market projections is

necessary.

The reliance on the exogenous adjustment is necessary
because the company’s statistical models do not have
explanatory variables that capture known construction
activity and market conditions. As described in the
testimony of witness Fox, separate forecasts are
developed for each of the 14 service areas using

regression models that utilize historical actuals through
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October 2024 combined with predictive variables
(coefficients), such as regional household and population
data. Florida development, and more specifically natural
gas installations at new homes, is highly geographically
specific, so it 1s necessary to adjust these projections
based on known construction activity and market
conditions. Including this field intelligence from TPI

and the E&C teams improves the accuracy of the forecast.

Does the use of exogenous adjustments proven to enhance

the accuracy of the forecast?

Yes. As demonstrated in Document No. 8 of my exhibit,
incorporating these exogenous adjustments in April 2024
into the forecast resulted in an actual variance of 0.5

percent, or (2,380) customers.

Please provide an example of how the company applies an

exogenous update.

The Daytona service area provides a good example and is
illustrated in Document No. 7 of my exhibit. This service
area experienced significant Residential growth over the
past seven years due to a major residential development.

That development slowed 1in 2024 due to the full
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utilization of available 1lots and the absence of
significant new developments in the foreseeable future.
By working with E&C and TPI, the company was able to

reduce the projected growth rate based on known activity.

The Ocala service area 1s another example, as shown in
Document No. 7 of my exhibit. The Ocala service area
experienced significant growth due to a large residential
development. Construction on this development concluded
in the first quarter of 2025. Currently, no new large
developments are anticipated. Therefore, based on our use
of field specific knowledge and capturing data of known
construction activity, 1t was necessary to lower the

projected growth rate for 2026.

Does the company use these forecasts for purposes other

than rate case proceedings?

Yes. The forecast is used for conservation and demand-
side management clause projection filings, purchased gas
adjustment projection filings, the cast iron/bare steel
pipe replacement rider, and future capital plans. For the
company’s long-term strategic planning, it is crucial to
account for the anticipated future changes. Ignoring

these adjustments and their impact on future load growth
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could impair the company's ability to provide reliable
service to customers. Moreover, 1t would obstruct the

appropriate planning for future infrastructure needs.

OTHER FACTORS INFLUENCING PROJECTED THERMS AND BASE

REVENUE AMOUNTS

What additional factors, beyond customer growth, are
influencing the projected therms and base revenue amounts

for 2025 and 20267

As elaborated in the testimony of witness Fox, weather
conditions significantly influence projected therms and
base revenue figures. The actual therm consumption and
base revenue for 2024 account for the colder-than-average
weather encountered in January, February, and December
2024. In contrast, the forecasts for 2025 and 2026 are
predicated wupon a 10-year normal weather pattern.
Furthermore, the robust ftourism season observed in the
second quarter of 2024 contributed to an uptick in
commercial usage, thereby affecting Dbase revenue.
Nevertheless, it 1is anticipated that commercial usage
will revert to standard levels in 2025 and 2026, as
tourism activities are expected to moderate during these

years.
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Are there any other impacts to projected therms and base

revenue amounts in 2025 and 20267

Base revenue for the Industrial customer class is expected
to decline slightly from 2025 to 2026 due to the ending
of a short-term sale to a third party and reduced

production by a large customer in 2026.

Was Peoples’ revenue forecast for the 2024 rate case test

year submission reasonable comparing to actuals?

Yes. Document No. 5 of my exhibit shows the Residential
revenue forecast deviated Dby 0.4 percent, Small
Commercial by -3.0 percent, and total revenue by 0.3

percent.

Is the forecast for customer additions, load forecast,
and base revenue for 2025 and 2026 both appropriate and

reasonable?

Yes. The forecasts are theoretically and statistically
sound. The average annual growth rates for customers and
therms align with recent growth trends and are consistent
with model assumptions, and tariff rates are accurately

applied in the revenue model.
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VII.

FORECASTED BASE REVENUES
How did the company develop the 2025 and 2026 base revenue
forecasts for Residential, Small Commercial, and Large

Customer classes?

The base revenue 1s developed in Microsoft Excel
spreadsheets. Each of the company’s 14 service areas has
its own model and are aggregated to arrive at the total

base revenue projections.

The inputs to this model are:

1. The most recent approved tariff rate schedules of
customer charges and per-therm distribution charges;

2. Forecasted Residential and Small Commercial therms-
per-customer from the regression models;

3. Forecasted customer and therms from non-regression
techniques;

4. Exogenous adjustment for Residential and Small
Commercial customer growth not accounted for in the
regression models; and

5. Billing determinant allocation factors.

I explained the revenue model inputs one through five
earlier in my testimony. The sixth input, known as billing

determinant factors, represents the percentage of
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customers and therms allocated to each rate schedule

outlined below, which the model configures automatically.

Within the revenue models, Residential, Small Commercial,
and Large Customers are represented. These forecasts are
based on an analysis of recent customer usage trends and,

when necessary, input from customers.

Forecasting therms for base revenues for Large Customers
is a joint effort between the following departments within
the company: (1) Regulatory, (2) Gas Supply and
Development, and (3) Finance. This segment of the
company's overall revenue forecast does not necessitate
the use of economic modeling and regression techniques,
as described by witness Fox for Residential and Small
Commercial customers. Rather, since a large volume of
demand 1s concentrated in a small number of Large
Customers, the company develops its Large Customer demand
and revenue forecast by examining prior and expected usage
on a customer by-customer basis. As part of this process,
members of our Gas Supply and Development team communicate
directly with our Large Customers about their planned
natural gas usage and transportation needs for the budget
period and beyond. Peoples uses customer-specific

projected usage and applicable rates and charges to
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Q.

forecast revenues for the customers taking service under
our GSs-4, GS-5, WHS, SIS, 1Is, ISLV, and CIS rate

schedules, or service pursuant to a special contract.

The company includes therms and revenue projections for
new Large Customers in our financial forecasts based on
the specific service characteristics of the new customer,
including projected demand, and the in-service date of any

facilities being built to serve a new customer.

Once the model has allocated <customer and therm
consumption to all the rate schedules, the resulting
customer charges and distribution per-therm charges are

applied and totaled to arrive at the 2026 base revenue.

What is the anticipated increase in base revenues for the

year 20267

Based on current rates, base revenues are expected to
increase by 0.4 percent, or $1.9 million in 2025 and 3.0
percent, or $13.8 million in the 2026 projected test
year. Document No. 5 of my exhibit shows base revenues
by customer class included in the adjusted net operating

income for the years 2024 through 2026.
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VIII.

MISCELLANEOUS SERVICE CHARGES
Is the company proposing any new miscellaneous service

charges?

No. The company 1is not proposing any new miscellaneous

service charges.

Is the company proposing changes to its current

miscellaneous service charges?

Yes. The company proposes to modify five of its current
six miscellaneous service charges:

1) Meter Turn On/Service Initiation Charge

2) Meter Reconnection/Service Restoration Charge

3) Trip Charge/Collection At Customer Premises

4) Failed Trip Charge At Customer Premises

5) Temporary Meter Turn-Off Charge.

These service charges are reflected on Tariff Sheet Nos.
5.101 and 5.101-1 of the legislative versions of the
revised tariff sheets contained in MFR Schedule E-9. The
company reviewed its miscellaneous service charges and
the cost of performing each utility service. The cost
associated with each activity is reflected in MFR Schedule

E-3. A comparison of the company’s current and proposed
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miscellaneous service charges may be found as part of
Document No. 9 of my exhibit. The resulting revenue
increases are included in the <cost of service and
accounted for in the company’s final rates as presented

in MFR Schedule H.

Please describe the methodology used to perform the cost

study of each utility service.

The company performed a time study and cost analysis for
each utility service. The time study involved the capture
and review of the detailed tasks involved. The tasks
included: (1) customer communications, (2) order
handling, (3) travel times, and (4) Jjob times. The time
study incorporated a review and analysis of the labor and
material costs required to complete each activity which

were integrated into a per-service cost.

What labor and material costs were used in developing the

cost of each utility service?

The company used payroll and purchasing data as the basis
for the labor and material costs. As detailed in MFR
Schedule E-3, the labor and material costs were adjusted

to reflect the 2026 projected test year assumptions. Cost
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adjustments were based upon year-over-year cost

projections.

Where did you obtain the assumptions used to determine

the 2026 projected test year rates and costs?

The labor rate assumptions used for the 2026 projected
test vyear as listed 1in MFR Schedule G-2, page 12a.
Material rate assumptions are based on the current rates

experienced by the company.

Why are the miscellaneous service charges for Residential
and Commercial Meter Turn-on, Commercial Meter Reconnect,

and Failed Trip increasing?

The proposed charges demonstrate an increase over current
rates due to extended travel times in congested areas,
elevated labor costs, higher transportation expenses, and
additional <costs for <contractors supplementing the

workforce.

Why 1is the Residential Meter Reconnect charge being

reduced?

The Residential Meter Reconnect Charge 1s being reduced
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primarily due to lower material costs, which results from
eliminating certain materials and using prefabricated

parts.

Why 1is the Account Opening Charge being reduced?

The Account Opening Charge is being reduced primarily due

to a decrease in the average time required to complete

orders and a reduction in the allocation of administrative

labor, because of lower average labor costs.

Why is the Trip Charge being reduced?

The Trip Charge 1s being reduced primarily due to the

discontinuation of using contractors for these orders and

the removal of related costs from the charge calculation.

Are Peoples’ proposed miscellaneous service charges

appropriate?

Yes, the proposed miscellaneous service charges are

appropriate.
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IX.

CURRENT RESIDENTIAL BILLING CLASSES AND THE ANNUAL VOLUME
REVIEW
What are the current billing classes for a residential

customer?

As shown on Tariff Sheet No. 7.201, the current

residential billing classes are as follows:

Billing Class: Annual Consumption:
RS-1 0 to 99 Therms

RS-2 100 to 249 Therms
RS-3 250 to 1,999 Therms

When did the company establish three residential billing

classes?

The company moved from one Residential billing class to
three separate billing classes based on annual
consumption in our 2008 rate case. As part of this change
to three billing classes, the company developed the annual
volume review process to ensure customers were classified
(or reclassified) 1in the correct Residential billing

class based on usage.

Did the company propose refinements to the annual volume
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review process in its last rate case?

Yes. The Commission approved the company’s proposal of
the application of a 10 percent band during the annual
volume review to avoid unnecessary rate reclassifications
which resulted in complexities for customers and revenue
instability for the company. In other words, this
modification was instituted to better align customers

with the RS-1, RS-2 or RS-3 schedules.

Please describe how a customer is reclassified under the

current annual volume review.

The usage from the most recent 12 months is compared to
the current billing class of the customer. If in one
twelve-month period, a customer uses more or less than
the current consumption parameters of their billing class
but is within the 10 percent band, they remain in their
current billing class. If 1in one 12-month period, a
customer uses more or less than the current consumption
parameters of their billing c¢lass and beyond the 10
percent band, they are reclassified. If in two consecutive
years, a customer uses more or less than the consumption
parameters for their billing class and is within the 10

percent band, they will be reclassified to the new
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appropriate billing class for such usage.

What has been the impact of the change to the annual

review process made in the last case?

While the refinement reduced the number of
reclassifications, it did not achieve the intended
outcomes of reduced customer confusion, decreased

administrative burden, or rate stability.

What factors influence usage and can cause a customer to

be reclassified?

Several factors impact usage for residential customers,
including general household size and adding or removing
an appliance. Additionally, weather 1s a key factor
influencing usage for residential customers with some
experiencing seasonal fluctuations as they are part-time
residents. While these factors impact usage and can cause
a customer to be reclassified, they do not impact or

change the cost to serve these customers.

RATE DESIGN AND RATE SCHEDULE MODIFICATIONS
RATE DESIGN MODIFICATIONS

What changes is the company proposing to its rate design
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structure in this case?

As described by company witness John Taylor’s prepared
direct testimony, the company plans to close RS-1 to new
customers and merge or consolidate RS-2 and RS-3 into a
single, unified RS-2 rate class. This consolidation of
two classes 1is an initial step to align costs across all
residential billing classes' cost of service. An analysis
of the customer’s bill impact is included as part of MFR
Schedule E-5, and a comparison of current versus proposed
rates for residential and business customers, including
miscellaneous charges, 1s included in Document No. 9 of

my exhibit.

Please discuss why the company 1s proposing this

consolidation of billing classes.

The proposed consolidation of RS-2 and RS-3 will better
align with actual cost-of-service principles, reducing
intra-class subsidies. By merging these two billing
classes, Peoples will streamline the residential rate
structure and improve rate transparency for customers.
The reduction in the number of billing classes will also
(1) alleviate the administrative burden associated with

the annual volume review and reclassification of
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customers, and (2) diminish the revenue instability that
resulted from the annual volume review and declining use

per customer trend.

The consolidation moves the company towards ensuring
residential customers pay their fair share of system costs
rather than segmenting them based on fluctuating
consumption levels that have little to no impact on the
cost to serve. The goal is to gradually move to a single
residential billing class while reducing the impact of
rate adjustments on customers. This process will create
a more stable, predictable, and equitable rate structure.
Witness Taylor provides further details in his testimony

regarding the rate structure.

What impact will the requested 2026 base rate increase

have on the bills of typical Residential customers?

As shown in Document No. 9 of my exhibit, based on the
company’s current gas commodity price forecast and the
proposed base rate increase for 2026, we expect the
typical monthly bills for current residential classes to
be approximately $37 for RS-1, $60 for RS-2, and $98 for
RS-3. Once RS-2 and RS-3 are consolidated into one

customer class, we anticipate the typical monthly bill
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for that class to be approximately $72 a month.

How does the impact on Residential customers' bills for
2026 compare to other energy alternatives such as

electricity or propane?

As shown in Document No. 2, our proposed 2026 Residential
RS-2 bill of $70 (less tax considerations of $2 for
purposes of comparison) 1is $35 less than the energy
equivalent electricity bill and approximately $43 less
than the energy egquivalent propane bill. These
comparisons illustrate that the proposed 2026 rates are

reasonable and offer value to customers.

What impact will the requested 2026 base rate increase

have on Commercial Bills?

The company anticipates that the typical monthly bill for
Commercial (GS-1 to GS-5) customers in 2026 will increase
between 1% to 11% depending upon usage and the cost of
the gas commodity. These increases are also influenced by
changes in the cost of service methodology proposed, which
has a moderating effect on these billing classes. Under
the prior cost of service methodology, these customers

would have experienced a larger increase.
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Although the Small General Service customer class 1is
experiencing an 18% increase to their bill, it is due to
ensuring all classes are closer paying for the costs they

cause on the system.

RATE SCHEDULE MODIFICATIONS
Please describe the proposed revisions to the company’s

rate schedules.

The rate schedules and riders 1n Section 7 of the
company’s proposed tariff reflect the new rates developed
and supported by witness Taylor’s prepared direct
testimony. The company is submitting proposed revisions
to its tariff to achieve the proposed revenues for all
rate classes as required in both legislative and clean
format in MFR Schedule E-9. The rate schedule and rider
revisions described herein are filed with the Commission
pursuant to the file and suspend provisions of Section

366.06, Florida Statues.

Modifications to Rate Schedule Residential Service
Please describe the proposed changes to the Residential

billing classes based on the request in this rate case.

The company proposes several modifications to Tariff
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Sheets 7.201 and 7.201-1 to effectuate its request to

consolidate to two billing classes.

Effective January 1, 2026, the company proposes to move
the customers in the RS-3 Billing Class into the RS-2
Billing Class. The RS-1 Billing Class will be closed to
new customers. All new customers since July 1, 2025, and
existing customers without 12 months of usage as of July
1, 2025, will automatically be placed in the RS-2 Billing

Class.

The proposed billing classes will be reflected as follows:

Billing Class: Annual Consumption:
RS-1 0 to 99 Therms
RS-2 100 to 1,999 Therms

As stated above, new residential customers will not be
added to the RS-1 billing class subsequent to July 1,
2025. Only those customers that existed in RS-1 prior to
July 1, 2025 will remain in RS-1 unless their annual
consumption review requires a reclassification into RS-

2.

Please describe the tariff modifications in Sheet No.
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7.201-1 related to the annual volume review.

The annual volume review will only analyze RS-1 customers’
annual consumption to determine 1f these customers
qualify for reclassification into RS-2. The company
contemplates that the review of the RS-1 Billing Class

will continue to occur at the end of June each vyear.

Modifications to the Customer Choice Programs
Please explain the change to the termination fee for the

Natural Choice Transportation (“™NCTS”) program.

The company proposes to increase the NCTS termination fee
due to a rise in direct labor costs associated with
administering the NCTS program to 27,456 customers as of
March 2025. The fee 1s charged when a pool manager

terminates service to a customer.

Please explain the change to the Individual
Transportation Administration Fee for the Individual

Transportation Service Rider (“Rider ITS”).

The company proposes an 1ncrease 1in the Rider 1ITS
Administration Fee due to higher direct labor costs

associated with (1) managing the ITS program and (2)
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XI.

operating and maintaining the telemetry equipment for the
360 ITS meters. This fee includes associated costs for
the data collection system service agreement, gas
management system, ITS materials such as volume
correctors, battery and modem replacements, and vehicle

costs.

REASONABLENESS OF PROPOSED MODIFICATIONS
Are Peoples’ proposed modifications to the rate schedules

appropriate?

Yes. Peoples’ proposed modifications to the rate

schedules are appropriate.

SUBSEQUENT YEAR ADJUSTMENT
Did the company develop a set of illustrative customer
rates that reflect the proposed 2027 Subsequent Year

Adjustment (“SYA”)?

Yes. Document No. 10 of my exhibit contains supplemental
schedules E-1, E-2, and E-5, showing how adding the
proposed 2027 SYA annual revenue increase to the company’s
proposed 2026 revenue 1increase would impact customer
rates 1in 2027. These schedules for 2027 were prepared

using the cost-of-service study, class revenue allocation
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percentages, and billing determinants that Peoples
witness Taylor used to develop the company’s proposed 2026
customer rates and charges. These schedules are included
in the company’s petition filed on March 31, 2025, in
Document No. 16 (2027 Subsequent Year Adjustment
Supplemental Schedules), and are for illustrative
purposes should the Commission approve a SYA in this case,
the company proposes to file proposed 2027 SYA rates and
tariffs in September 2026 so that they will reflect the
then-current billing determinants and the approved 2027
SYA revenue increase. This will allow the Commission to
approve the tariffs implementing the 2027 SYA in time to
become effective with the first billing cycle in January

2027.

NON-RATE TARIFF CHANGES

CUT AND CAP

Q.

Please describe the company’s proposed changes to Cut and

Cap in Section 5 of its tariff?

The company proposes language to clarify that regardless
of the circumstance under which Cut and Cap is performed,
the customer is responsible for paying for the restoration

of gas service.
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CUSTOMER INSTALLATION

Q. Is the company proposing any modifications to Article II,
Customer’s Installation, in Section 5 of its tariff?

A. Yes. The company proposes a modification related to a
customer’s installation to clarify that the customer is
responsible for installing and maintaining carbon
monoxide or methane gas detectors on the customer’s
premises.

DEPOSITS

Q. Please describe the company’s proposed changes to
Deposits in Section 5 of its tariff.

A, The company proposes language to c¢larify that a cash

deposit and the accrued interest may be returned either
to the customer or to an agency if the agency paid the

deposit on behalf of the customer.

DELIVERY OF CUSTOMER BILL

Q.

Describe the modifications made 1in Section 5 of the

company’s tariff to delivery of bill provisions.

The company proposes changes to modernize the tariff,

allowing bills to be sent by mail or other means chosen
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by the customer. Other changes to this section include
correcting a reference to the Florida Administrative Code
("F.A.C.”) and clarifying language related to Dbill

adjustments for meter errors.

BUDGET BILLING

Q. Please describe the company’s proposed changes to the
Budget Billing program in Section 5 of its tariff.

A. The company proposes language to define good financial
standing, clarify Budget Billing program eligibility, and
provide that the budgeted payment amount may be
recalculated periodically. Additionally, Peoples proposes
that customers who voluntarily terminate participation in
the program may not rejoin for at least 12 months.

MEASUREMENT

Q. Describe the modifications made in Section 5 of the
company’s tariff to Measurement.

A. The company proposes adding language to its tariff

correcting a reference to the F.A.C. and that customers
must provide a convenient, safe, and accessible location to

install meters, regulators, and ancillary egquipment.
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LIABILITY AND COMPANY’S RESPONSIBILITIES

Q.

Please describe the changes the company is proposing to the
provisions on (1) limits of the company’s responsibility;
(2) limitation on consequential damages; and (3) indemnity

to the company.

Each of these proposed modifications represents an effort
to clarify the company’s liability circumstances and
protect against undue risk that may arise in the conduct of

our business.

CONTRACT INTERRUPTIBLE SERVICE

Q.

What change is Peoples proposing to the Contract

Interruptible Service (CIS) Tariff?

The company proposes adding economic development as a

qualifying condition for offering the CIS rate.

OFF-SYSTEM SERVICE

Q.

What change is Peoples proposing to the Off-System Service

Tariff?

The company proposes removing the limitation that the
Distribution Charge, as specified in this schedule, shall

be no greater than 90 percent of the currently applicable
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firm distribution rate.

How does this change benefit customers?

This change benefits customers by removing the cap on the
distribution charge for this service. As a result, the
charge will be determined by competitive conditions. This
adjustment could potentially increase the amount of dollars
that flow back to customers as a reduction to the Purchased
Gas Adjustment Clause. Additionally, 1t ensures Peoples is
on a level playing field with Florida Public Utilities
Company and Florida City Gas, both of which are not bound

by this restriction.

GAS SUPPLY AGREEMENT

Q.

What change 1is Peoples proposing to the Gas Supply

Agreement?

Peoples proposes to remove unused information from the Gas
Supply Agreement and add boxes to capture other information
to facilitate the collection of information needed for its
work and asset management system. We are also adding
language clarifying that to the extent that the customer
identified in this agreement is the State of Florida, one

of its agencies, or one of its subdivisions, nothing herein
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shall be construed or interpreted as a waiver of sovereign
immunity beyond the waiver provided in Section 768.28

Florida Statutes, or any successor statute.

GAS TRANSPORTATION AGREEMENT

Q. What change is Peoples proposing to the Gas Transportation
Agreement?
A. Peoples is proposing several clarifying revisions to this

form agreement. The modifications include (1) defining
certain costs for which the customer may reimburse Peoples;
(2) specifying that Appendix D applies to interruptible
customers; (3) simplifying the language 1in Appendix D
regarding the alternatives available to customers under

Appendix D in the event of an interruption or curtailment.

ITS AGENT AGREEMENT

Q. What change is Peoples proposing to the ITS Agent Agreement?

A. Peoples proposes to add language that to the extent the

customer identified in this agreement 1is the State of
Florida, one of its agencies, or one of its subdivisions,
nothing herein shall be construed or interpreted as a waiver
of sovereign immunity beyond the waiver provided in Section

768.28 Florida Statutes, or any successor statute.
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DATA ACCESS AGREEMENT

Q.

What change 1is Peoples proposing to the Data Access

Agreement?

Peoples is proposing adding language that to the extent the
subscriber identified in this agreement is the State of
Florida, one of its agencies, or one of its subdivisions,
nothing herein shall be construed or interpreted as a waiver
of sovereign immunity beyond the waiver provided in Section

768.28 Florida Statutes, or any successor statute.

MINIMUM VOLUME COMMITMENT AGREEMENT

Q.

What change 1is Peoples proposing to the Minimum Volume

Agreement?

The company proposes several clarifying revisions to this
form agreement. The modifications include (1) defining
certain costs for which the customer may reimburse Peoples;
(2) specifying that Appendix D applies to interruptible
customers; (3) simplifying the language 1in Appendix D
regarding the alternatives available to customers under
Appendix D in the event of an interruption or curtailment.

There are also corrections for typos and formatting.

Are Peoples’ non-rate-related tariff changes appropriate?
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Yes, Peoples’ non-rate-related tariff changes are

appropriate.

MINOR REVISTIONS

Q.

Please describe the proposed modifications the company

considers to be editorial corrections and clarifications.

The company 1s requesting approval by the Commission for

the following tariff corrections and clarifications.

COMPANY STREET ADDRESS

Peoples will update certain Tariff standard forms that
contain the company’s street address. During the summer
of 2025, the company will move from 702 Franklin Street

to 3600 Midtown Drive.

COUNTIES AND COMMUNITIES SERVED

The proposed changes to the counties and communities
served 1is an updated list that reflects the new areas in
which Peoples has extended its service in response to

customer demand.

TERRITORY SERVICE

The proposed change to the territory served section is an

updated map that reflects the new areas served by Peoples
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since its last general base rate proceeding.

In your opinion, are the company’s proposed editorial

changes reasonable?

Yes.

What i1is the appropriate effective date of Peoples’ revised

rates and charges?

The appropriate effective date is for the first billing

cycle of January 2026.

ECONOMIC DEVELOPMENT EXPENSES
What amount of economic development expense did the

Commission approve 1n the company’s last rate case for

20247

At the hearing in Docket No. 20230023-GU, the Commission
approved a type 2 stipulation of $265,498 as the
appropriate economic development expense for 2024, as
reflected in Order No. PSC-2023-0388-FOF-GU. This amount
reflected the $367,920 stated in the direct testimony of
witness O’Connor less a reduction of $102,422 for certain

adjustments.
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What were the actual economic development expenses 1in

20247

The actual amount of economic development expense for 2024

was $348,441.

What level of economic development expense 1is Peoples

proposing to spend for 20257

The company has budgeted $380,000 of economic development

adjusted expense in 2025.

What level of economic development expense 1is Peoples
asking the Commission to approve for the company based on

its 2026 test vyear?

The company has budgeted $388, 740 as adjusted, of economic

development expense in 2026.

What economic development activities will the company

perform at this level of spending?

This level of spending supports the company’s membership
dues and participation in Chamber and economic

development groups. These dJgroups are dedicated to
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XIV.

fostering an environment that attracts new businesses,
and boosts job growth and the economy. Utilities are an
essential component of economic development throughout
Florida. Natural gas provides affordable, reliable, and
safe energy that supports economic development for
customers and businesses. The economic development
expenditures, which are recoverable pursuant to Rule 25-
7.042, F.A.C., will enhance and support the economic
vitality in the major metropolitan and rural areas served

by the company.

Why 1is this 1level of economic development expense

reasonable and prudent?

The proposed economic development spending is reasonable
and prudent, as 1t invests in Florida's quality of 1life
by supporting industrial development, Jjob growth, and
energy reliability for state businesses. The proposed
economic development spending is well within the

limitations of Rule 25-7.042, F.A.C.

MINIMUM FILING REQUIREMENTS

Are you sponsoring any MFR Schedules?

Yes. I am the sponsor or co-sponsor of the following MFR
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Schedules: C38 - 0&M Expense by Function, E3 - Cost Study
Connections and Reconnections; E9 - Tariff Sheets, G-2
Budget Historic Base Year 1 and Projected Test Year, and

G-6 - Projected Test Year - Major Assumptions.

Please explain the MFR Schedules you are sponsoring or

co-sponsoring.

MFR Schedule E3 - Connections and Reconnections include
those costs associated with the amount of time and the
cost for the initial connection of Residential and/or
commercial customers; time and costs for the reconnection
of a Residential and/or commercial customers, after
disconnection for a cause, temporary disconnection costs
as well as administrative costs associated with these

tasks.

MFR Schedule ES - Tariff Sheets, provides copies of the

proposed tariff sheets in legislative format.

MRF Schedule C38 - 0&M Expense by Function includes 0&M
expenses by function for the historic base year, the
benchmark vyear, and the wvariance for each functional

variance.
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MFR Schedule G2 - Budget Historic Base Year + 1 and
Projected Test Year, provides the calculation of net
operating income per books for the historic base vyear,
the projected net operating income for the historic base

year + 1, and the projected test year.

MFR Schedule G6 - Projected Test Year - Major Assumptions
depicts the major assumptions used to develop the

projected test year ending on December 31, 2026.

SUMMARY

Please summarize your prepared direct testimony.

Peoples’ forecasting process 1is reliable and projected
customer growth, customer usage, and resulting revenue
forecasts for the 2026 test year reflect the expected
economic and operating conditions and are reasonable and
prudent. The proposed revisions to Peoples’ existing
tariff sheets are necessary to address current and
anticipated business and customer needs. Taken together
with the proposals in the prepared testimony of witness
Taylor, these proposed tariff revisions will permit
Peoples to recover its prudent costs of providing safe
and reliable natural gas service. The proposed rate

increase in this petition is reasonable and the company’s
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rates remain competitive compared to other energy

sources. Finally, the 0&M expenses related to the

Regulatory, External Affairs, and Finance departments in

the company’s 2026 test year are reasonable and prudent.

Does this conclude your prepared direct testimony?

Yes.
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Historical and Forecasted Customers, Therms & Revenue

Years 2022 to 2026
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PAGE 1 OF 1

FILED: 03/31/2025

EOY OF CUSTOMERS

Small Large
Residential ¥ Commercial ? Commercial ® Industrial ¥ Off System Sales Total
Actual 2022 428,540 39,026 352 53 4 467,975
Actual 2023 449,445 39,910 340 55 1 489,751
Actual 2024 467,290 40,599 342 54 4 508,289
Budget 2025 486,431 41,317 346 61 4 528,159
Budget 2026 504,073 42,015 355 63 4 546,510
TOTAL THERMS ('000)
Small Large
Residential ¥ Commercial ? Commercial ® Industrial ) Off System Sales Total
Actual 2022 98,445 303,108 225,854 1,251,169 108,760 1,987,337
Actual 2023 99,624 304,633 240,762 1,336,327 75,455 2,056,801
Actual 2024 107,863 312,873 251,040 1,358,305 98,234 2,128,315
Budget 2025 110,478 312,160 236,689 1,297,238 65,700 2,022,265
Budget 2026 114,476 318,107 243,939 1,307,340 65,700 2,049,562

TOTAL BASE REVENUES & 0SS ($ in 000s)*

Small Large Total Base

Residential Commercial ? Commercial ® Industrial ¥ Off System Sales Revenue )

Actual 2022 $125,067 $107,819 $35,609 $30,283 $4,460 $298,778
Actual 2023 $129,315 $108,661 $37,840 $36,515 $2,693 $312,332
Actual 2024 $178,680 $166,688 $57,872 $39,219 $4,838 $442,459
Budget 2025 $182,415 $164,518 $53,301 $45,538 $2,607 $445,772
Budget 2026 $189,361 $167,563 $54,835 $47,297 $2,646 $459,056

* Includes unbilled

(1) Includes rate schedules Residential Service 1-3 (RS$1-3}), Residential General Service 1-3 (GS1-3), Residential Standby Generator (RS-SG) and Residential Gas Heat Pump (RS-

GHP)

(2) Includes rates schedules Small General Service (SGS), General Service 1-3 (GS1-3), Commercial Standby Generator (CS-SG),Commercial Street Lighting (CSLS), and Commercial

Heat Pump (CS-GHP)
(3) Includes rate schedules General Service-4 (GS-4), General Service-5 (GS-5), and Wholesale (WHS)

(4) Includes rate schedules Small Interruptible Service (SIS), Interruptible Service (IS} and Large Volume Interruptible Service (ISLV) and Special Contracts

(5) Base Revenue includes Residential, Small Commercial, Large Commercial, and Industrial
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Residential "

Small Commercial ?

Residential "

Small Commercial ?

Residential "

Small Commercial ?

Peoples Gas System

2023 & 2024 Residential & Small Commercial Average Use Reconciliation (Not Weather Normalized)

(3) Small rounding variances may exist compared to testimony

2022 - 2026
2023 VARIACE
2023 AVERAGE USE ACTUALS vs RATE CASE
20230023-GU __ 20230023-GU GROWTH GROWTH % GROWTH GROWTH %
FORECAST FORECAST FORECAST FORECAST ACTUAL ACTUAL ACTUAL ACTUAL THERMS PER % PER
2022 2023 2023 2023 2022 2023 2023 2023 CUSTOMER CUSTOMER
245.7 251.6 59 2.4% 235.4 226.4 -9.0 -7.8% -25.2 -10.3%
7,867.7 8,073.0 205.3 2.6% 7,827.2 7,713.6 -113.6 -2.0% -359.5 -4.6%
2024 AVERAGE USE 2024 VARIACE
ACTUALS vs RATE CASE
20230023-GU __ 20230023-GU GROWTH GROWTH % GROWTH GROWTH %
FORECAST FORECAST FORECAST FORECAST ACTUAL ACTUAL ACTUAL ACTUAL THERMS PER % PER
2023 2024 2024 2024 2023 2024 2024 2024 CUSTOMER CUSTOMER
251.6 249.2 -2.5 -1.0% 226.4 2347 8.3 3.7% -14.4 4.7%
8,073.0 8,291.2 218.1 2.7% 7,713.6 7,760.6 47.1 0.6% -530.5 -2.1%
2025-2026 AVERAGE USE 2026 vs 2025
20250029-GU GROWTH GROWTH % 20250029-GU __ 20250029-GU GROWTH GROWTH %
ACTUAL FORECAST FORECAST 2025 FORECAST FORECAST FORECAST FORECAST FORECAST THERMS PER % PER
2024 2025 2025 2025 2026 2026 2026 CUSTOMER CUSTOMER
2347 231.1 -3.7 -1.6% 231.1 230.8 -0.3 -0.1% -0.3 -0.1%
7,760.6 7,614.0 -146.7 -1.9% 7,614.0 7,629.3 153 0.2% 153 0.2%
(1) Includes rate schedules Residential Service 1-3 (RS1-3), Residential General Service 1-3 (GS1-3), Residential Standby Generator (RS-5G) and Residential Gas Heat Pump (RS-GHP)
(2) Includes rates schedules Small General Service (SGS), General Service 1-3 (GS1-3), Commercial Standby Generator (CS-SG),Commercial Street Lighting (CSLS), and Commercial Heat Pump (CS-GHP)
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Peoples Gas System Inc.

2023 & 2024 Revenue Reconciliation

2023 - 2026
2024 BASE REVENUE VARIANCE OVER (UNDER) FORECAST
20230023-GU 20230023-GU Growth Growth % Growth Growth % ACTUALS VS ACTUALS VS
Forecast Forecast Forecast Forecast Actual Actual Actual Actual 20230023-GU 20230023-GU
2023 2024* 2024 2024 2023 2024 2024 2024 2023 2024
Residential B 130,833,329 177,934,240 47,100,911 36.0% 129,315,192 178,679,982 49,364,790 38.2% -1.2% 0.4%
Small Commercial @ 112,469,645 171,845,171 59,375,526 52.8% 108,661,130 166,687,626 58,026,495 53.4% -3.4% -3.0%
Large Commercial ) 34,436,211 56,324,615 21,888,404 63.6% 37,840,110 57,871,809 20,031,699 52.9% 9.9% 2.7%
Industrial “ 38,792,920 38,550,456 -242,464 -0.6% 36,515,270 39,219,469 2,704,199 7.4% -5.9% 1.7%
0SS 3,904,223 2,500,000 -1,404,223 -36.0% 2,692,607 4,838,374 2,145,767 79.7% -31.0% 93.5%
Miscellaneous 15,690,467 12,423,003 -3,267,464 -20.8% 9,468,724 13,490,041 4,021,317 42.5% -39.7% 8.6%
Total Revenue| 336,126,795 459,577,486 123,450,691 36.7% 324,493,034 460,787,301 136,294,267 42.0% -3.5% 0.3%
2025-2026 BASE REVENUE GROWTH OVER PRIOR YEAR
20250029-GU Growth Growth % 20250029-GU 20250029-GU Growth Growth %
Actual Forecast Forecast Forecast Forecast Forecast Forecast Forecast 2025 GROWTH 2026 GROWTH
OVER(UNDER) 2024 | OVER(UNDER) 2025
2024 2025 2025 2025 2025 2026 2026 2026
Residential " 178,679,982 182,415,212 3,735,231 2.1% 182,415,212 189,360,577 6,945,364 3.8% 2.1% 3.8%
Small Commercial ¥ 166,687,626 164,518,068 -2,169,558 -1.3% 164,518,068 167,562,957 3,044,889 1.9% -1.3% 1.9%
Large Commercial @ 57,871,809 53,300,992 -4,570,818 -7.9% 53,300,992 54,834,716 1,533,725 2.9% -7.9% 2.9%
Industrial @ 39,219,469 45,537,701 6,318,232 16.1% 45,537,701 47,297,308 1,759,607 3.9% 16.1% 3.9%
0SS 4,838,374 2,607,137 -2,231,237 -46.1% 2,607,137 2,645,888 38,750 1.5% -46.1% 1.5%
Miscellaneous 13,490,041 14,169,777 679,736 5.0% 14,169,777 14,654,277 484,500 3.4% 5.0% 3.4%
Base Revenue| 460,787,301 462,548,888 1,761,587 0.4% 462,548,888 476,355,723 13,806,835 3.0% 0.4% 3.0%
*revenue at approved rates, excluding Alliance Dairies
(1} Includes rate schedules Residential Service 1-3 (RS1-3}, Residential General Service 1-3 (GS1-3), Residential Standby Generator (RS-SG) and Residential Gas Heat Pump (RS-GHP}
(2} Includes rates schedules Small General Service (SGS}, General Service 1-3 (GS1-3}, Commercial Standby Generator (CS-SG},Commercial Street Lighting (CSLS}, and Commercial Heat Pump (CS-GHP} g lw) E =1
(3} Includes rate schedules General Service-4 (GS-4}, General Service-5 (GS-5}, and Wholesale (WHS} H P 8 E E
(4} Includes rate schedules Small Interruptible Service (SIS}, Interruptible Service (IS} and Large Volume Interruptible Service (ISLV}) and Special Contracts E % azZH
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Peoples Gas System Inc.

Residential & Small Commercial Actual and Weather Normalized Sales

2022 - 2026

20230023-GU Forecasted Usage

20230023-GU

20230023-GU

20230023-GU 20230023-GU

20230023-GU

Forecast Forecast Forecast Forecast Forecast
2022 2023 2024 2025 2026
245.7 251.4 248.8 246.2 244 .4

7,867.7 8,060.1 8,278.8 8,374.3 8,430.9

Actual Usage
20250029-GU 20250029-GU
Actual Actual Actual Forecast Forecast
2022 2023 2024 2025 2026
235.4 226.4 234.7 231.1 230.8
7,827.2 7,713.6 7,760.6 7,614.0 7,629.3
10YR Weather Normalized Usage
WN WN WN 20250029-GU  20250029-GU

Actual Actual Actual Forecast Forecast
2022 2023 2024 2025 2026
243.6 232.7 230.4 231.1 230.8

7,933.5 7,789.5 7,713.0 7,614.0 7,629.3

*includes unbilled

(1) Includes rate schedules Residential Service 1-3 (RS1-3), Residential General Service 1-3 (GS1-3), Residential Standby Generator {RS-SG) and Residential Gas Heat

Pump (RS-GHP)

(2) Includes rates schedules Small General Service {SGS), General Service 1-3 {(GS1-3), Commercial Standby Generator (CS-SG),Commercial Street Lighting (CSLS), and
Commercial Heat Pump (CS-GHP)
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Service Area
Dade - Broward
Tampa

St. Petersburg
Orlando

Eustis (Triangle)
Jacksonville
Lakeland
Daytona

Avon Park
Sarasota
Jupiter

Panama City
Ocala

Ft. Myers (SW FL)
Corporate (0OSS)

Service Area
Dade - Broward
Tampa

St. Petersburg
Orlando

Eustis (Triangle)
Jacksonville
Lakeland
Daytona

Avon Park
Sarasota
Jupiter

Panama City
Ocala

Ft. Myers (SW FL)
Corporate (0OSS)
Unbilled

Peoples Gas System, Inc.

Customer Growth by Service Area
Customer Count (EoY) and Annual Therm Sales

Customer Count (EOY): % Growth
2022 2023 2024 2025 2026 2023 2024 2025 2026 2024-2026
60,955 61,158 61,044 60,814 60,603 0.3% -0.2% -0.4% -0.3% -0.7%
83,586 86,341 88,478 91,032 93,313 3.3% 2.5% 2.9% 2.5% 5.5%
24,136 24,315 24,100 24,480 24,546 0.7% -0.9% 1.6% 0.3% 1.9%
58,180 59,338 60,322 61,249 62,167 2.0% 1.7% 1.5% 1.5% 3.1%
6,399 6,539 6,556 6,564 6,572 2.2% 0.3% 0.1% 0.1% 0.2%
49,873 55,341 60,563 66,121 71,470 11.0% 9.4% 9.2% 8.1% 18.0%
5,551 5,578 5,551 5,469 5,410 0.5% -0.5% -1.5% -1.1% -2.5%
9,762 10,579 11,471 11,495 11,574 8.4% 8.4% 0.2% 0.7% 0.9%
369 364 363 354 349 -1.4% -0.3% -2.5% -1.4% -3.9%
56,059 61,714 66,579 72,548 77,917 10.1% 7.9% 9.0% 7.4% 17.0%
14,076 14,303 14,459 14,558 14,673 1.6% 1.1% 0.7% 0.8% 1.5%
17,491 18,710 19,661 20,597 21,528 7.0% 5.1% 4.8% 4.5% 9.5%
54,583 55,856 56,499 57,496 58,146 2.3% 1.2% 1.8% 1.1% 2.9%
26,951 29,614 32,639 35,378 38,238 9.9% 10.2% 8.4% 8.1% 17.2%
4 1 4 4 4
467,975 489,751 508,289 528,159 546,510 4.7% 3.8% 3.9% 3.5% 16.8%
Annual Therm Sales: % Growth
2022 2023 2024 2025 2026 2023 2024 2025 2026 2024-2026
117,303 117,576 121,419 116,829 117,575 0.2% 3.3% -3.8% 0.6% -3.2%
125,936 207,468 137,479 130,867 136,438 64.7% -33.7% -4.8% 4.3% -0.8%
32,695 33,668 33,880 33,195 34,619 3.0% 0.6% -2.0% 4.3% 2.2%
410,464 440,134 441,839 440,318 442,925 7.2% 0.4% -0.3% 0.6% 0.2%
7,841 7,041 7,918 7,096 7,092 -10.2% 12.5% -10.4% -0.1% -10.4%
763,831 779,290 878,831 811,819 818,102 2.0% 12.8% -7.6% 0.8% -6.9%
25,349 24,981 25,209 27,125 27,167 -1.5% 0.9% 7.6% 0.2% 7.8%
17,241 18,087 19,110 18,801 15,0159 4.9% 5.7% -1.6% 1.2% -0.5%
3,556 3,627 3,574 3,777 3,909 2.0% -1.5% 5.7% 3.5% 9.4%
71,932 72,128 73,436 76,225 79,774 0.3% 1.8% 3.8% 4.7% 8.6%
156,858 145,578 153,801 150,255 150,340 -7.2% 5.6% -2.3% 0.1% -2.3%
44,140 29,755 31,572 31,116 32,046 -32.6% 6.1% -1.4% 3.0% 1.5%
57,014 55,236 52,671 57,089 60,697 -3.1% -4.6% 8.4% 6.3% 15.2%
45,799 45,462 48,621 51,468 53,609 -0.7% 6.9% 5.9% 4.2% 10.3%
108,760 75,220 98,234 65,700 65,700
(1,382) 1,313 721 586 497
1,987,337 2,056,565 2,128,315 2,022,265 2,049,506 3.5% 3.5% -5.0% 1.3% 3.1%
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Peoples Gas System Inc.
2024 Forecast vs Actuals

EOY Residential Customers

PEOPLES GAS SYSTEM, INC.
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WITNESS: BUZARD
DOCUMENT NO. 8
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2024 EQY Forecast by Service Area

Forecast Actuals Delta
Miami 52,125 51,554 -571
Tampa 83,832 83,553 -279
St. Petersburg 21,930 21,605 -325
Orlando 54,889 54,678 -211
Eustis 6,128 6,060 -68
Jacksonville 56,271 56,154 -117
Lakeland 4,844 4,767 -77
Daytona 9,891 10,010 119
Avon Park 255 249 -6
Sarasota 63,881 63,360 -521
Jupiter 13,613 13,511 -102
Panama City 17,809 17,805 -4
Ocala 55,161 54,678 -483
Fort Myers 29,041 29,306 265
Total 469,670 467,290 -2,380

@ Includes rate schedules Residential Service 1-3 (RS1-3), Residential General Service 1-
3 (GS1-3), Residential Standby Generator (RS-SG) and Residential Gas Heat Pump (RS-

GHP)
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Introduction

As part of Peoples Gas System, Inc.'s (“Peoples” or the “company”) petition for a base
rate increase, Peoples requests approval of calendar year 2026 as its test year, with new
base rates and charges to be effective with the first billing cycle of 2026, based on the
2026 test year. The company also requests a subsequent year adjustment (“SYA”) for
2027 to be effective with the first billing cycle of January 2027.

The company requests that the Commission approve the SYA revenue amounts for 2027,
and order the company to file proposed rates for January 2027 by September 2026 based
on the company’s then-current billing determinants. This will allow the Commission to
consider and approve rates for 2027 that reflect the company’s most recent billing
determinants. However, for completeness, the company has developed and presents in
this volume (a) illustrative rates developed as described below for its 2027 SYA and (b)
typical bills reflecting the 2027 SYA illustrative rates.

A. 2027 Proposed Rates (SYA Schedules E-1, E-2, and E-5)

Peoples prepared the illustrative rates shown in the E schedules in this volume by
applying its 2027 proposed SYA amounts pro rata to customer and distribution charges
for its billing classes. The company allocated revenue to its billing classes by:

(1) calculating the sum of its proposed 2026 operating revenue requirement;

(2) calculating the percentage that rate class represents of the 2026 total in (1);

(3) multiplying its 2027 proposed SYA revenue increase amounts by the
percentages calculated in (2) to yield total proposed SYA revenues by rate
classes for 2027; and

(4) applying the company’s forecasted 2026 billing determinants for each rate
class to the class revenues in (3) to develop the 2027 proposed SYA illustrative
rates for each rate class. These are the billing determinants reflected in 2027
proposed SYA Schedule E-2.

The rate design for the 2027 proposed SYA illustrative rates is based on the Customer
and Demand cost classification approach used by the company for its proposed 2026
rates.

Table 1 below includes a summary of the revenue allocations described above.
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Table 1. Summary of Revenue Allocations

2026 Operating

2027 SYA Revenue

2027 Revenue

Rate Class Revenue Allocation Requirement
RS-1 54,559,371 3,471,978 58,031,349
RS-2 119,488,950 7,716,770 127,205,720
RS-3 74,517,073 4,852,412 79,369,486
RS-SG 753,864 49,031 802,894
RS-GHP 2,449 163 2,612
CS-GHP 16,792 - 16,792
CSLS 224,460 - 224,460
CS-SG 1,262,022 81,042 1,343,064
SGS 16,008,694 901,585 16,910,278
GS-1 67,815,975 2,197,619 67,815,975
GS-2 77,272,194 2,197,619 79,469,813
GS-3 38,383,570 1,349,524 39,733,094
GS4 20,804,629 1,400,028 22,204,657
GS-5 51,996,205 3,478,700 55,474,905
SIS 7,513,794 503,220 8,017,014
IS 10,725,057 651,868 11,376,925
ISLV -

WHS 857,618 55,138 912,756
Special Contracts 37,742,186 - 37,742,186
Total $579,944,901 $26,709,076 $606,653,977

B. 2027 Typical Monthly Bills (Proposed SYA Schedules E5)

The company calculated typical monthly bill comparisons for the 2027 Proposed SYA
using the rates developed in Section A above and the company’s 2025 approved clause
factors. These bill comparisons are shown in 2027 Proposed SYA Schedule E-5 in this

volume.

* Ties to 2027 Proposed SYA lllustrative SCH-E1.
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