
MACFARLANE ~ R G U S O N  & MCMULLEN 

EMAIL: i"loBmlmlegal.COm 

March 23, 2012 

VIA FEDEX 

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

Ansley Watson, Jr. 
P.O. Box 1531 
Tampa, Florida 33601 
e-mail: aw@macfar.com 

Re: Docket No. 110320-GU -- Petition for approval of Cast IronlBare Steel 
Pipe Replacement Rider (Rider CUBSR), by Peoples Gas System 

Dear Ms. Cole: 

Enclosed for filing with the Commission on behalf of Peoples Gas System, please 
find the original and five (5) copies of Peoples' responses to the Commission Staffs Third 
Data Request dated March 15,2012 in the above docket. 

Please acknowledge your receipt of the enclosures on the enclosed copy of this 
letter, and return the same to me in the enclosed preaddressed envelope. 

Thank you for your usual assistance. 

ncerely, 

Ansley atson, Jr. 
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PEOPLES GAS SYSTEM 
DOCKET NO. 11032OGU 
STAFF‘S THIRD DATA REQUEST 
REQUEST NO. 1 
PAGE 1 OF 1 
FILED: MARCH 26,2012 

1. In Peoples response to staffs first data request Items 12 c and 12 e, 
Peoples stated that the return on equity component and aggregate ad 
valorem tax rate utilized in the original petition should be updated. Does 
Peoples intend to file a revised “Original Sheet No. 7.806-2” tariff from 
Exhibit B on page 19 of the petition? 

A. Yes, an updated tariff sheet is attached and will be filed with the items that 
need correction upon Commission approval of the rider. 
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REQUEST NO. 2 
PAGE 1 OF 6 
FILED: MARCH 26,2012 

2. In response to item 11, Peoples stated that "The assumptions for the $7 
million annual investment to be recovered through the rider is based upon 
a historical review of main replacement costs and the future costs to 
replace facilities based on current contractor pricing for the company's 
east and west regions." Then, on pages 517 and 518, the Company 
provided a breakdown of the projected total costs for the east and west 
regions, respectively. Based on this information: 

a. 

b. 

C. 

A. 
a. 

b. 

C. 

Please explain why the total project costs for the east region, 
shown on page 517, are not adjusted for inflation, as indicated in 
note 3 of the schedule, while the cost rates for the region, 
shown on page 518, are adjusted for inflation. 

On page 518, please explain how the weighted average 
replacement costs for 2012 of $80,000 and $900, for mains and 
services, respectively, relate to the weighted averages shown for 
201 1, with the Company's 4% annual inflation assumption. 

Please provide the assumptions, calculations, or indices used to 
arrive at the 4% annual inflationary rate used in the Company's 
calculations, as shown on page 518. 

west 

The analysis was conducted independently by the east and west 
region project management groups based upon their respective 
area individual contractor pricing and review of historical cost data. 
The east region chose not to include an adjustment for inflation 
because they felt their estimate was sufficient to account for 
inflation. In addition, while projected costs have been determined 
by the best available data sources, the company will provide true- 
ups annually or as othetwise determined. 

The $80,000 and $900 replacement costs for mains and services 
are rounded estimates utilized to account for potential 
contingencies as well as inflation from 201 1 costs. The company 
will ultimately only recover the actual costs incurred for the 
replacement of cast iron and bare steel mains and services. 

For both mains and services, PGS west region projected an 
inflation rate of 1.5 percent due to increases in company labor, 
contract renewals and material increases. The other 2.5 percent 
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increase is due to the increasing difficulty of projects as a result of 
increased restoration costs and pavement avoidance by 
directionally drilling. 

3 



Peoples Gas System 
a Division of Tampa Electric Company 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 11032OCU 
STAFF'S THIRD DATA REQUEST 
REQUEST NO. 2 
PAGE 3 OF 6 
FILED: MARCH 26,2012 

Original Sheet No. 7.806 

Original Volume No. 3 
CAST IRONlBARE STEEL REPLACEMENT RIDER 

RIDER CllBSR 

The monthly bill for Gas Service in any Billing Period shall be increased by the CVBSR Surcharge determined 
in accordance with this Rider. CI/BSR Surcharges approved by the Commission for bills rendered for meter 
readings taken on or afler , 2012, are as follows with respect to Customers receiving Gas 
Service under the following rate schedules: 

Rate Schedule 
ResidentiaWResidential Standby Generator 
Small General Service 
General Service - I/ Commercial Standby 
Generator Service 
General Service - 2 
General Service - 3 
General Service - 4 
General Service - 5 
Commercial Street Lighting 
Natural Gas Vehicle Service 
Wholesale 

CI/BSR Surcharae 
$0.00139 per therm 
$0.00122 pertherm 

$0.00066 per therm 
$0.00063 per therm 
$0.00047 pertherm 
$0.00046 per therm 
$0.00021 per therm 
$0.00234 per therm 
$0.00108 pertherm 
$0.00047 per therm 

The CI/BSR Surcharges set forth above shall remain in effect until changed pursuant to an order of the 
Commission. 

CVBSR Surcharges shall be determined in accordance with the provisions of this Rider set forth below. 

Definition* 

For purposes of this Rider: 

"Eliaible Replacements" means the following Company plant investments that (i) do not increase revenues 
by directly connecting new customers to the plant asset, (ii) are in service and used and useful in 
providing utility service and (iii) were not included in the Company's rate base for purposes of determining 
the Company's base rates in its most recent general base rate proceeding: 

Mains and service lines, as replacements for existing cast iron, wrought iron and bare steel 
facilities, and regulators and other pipeline system components the installation of which is 
required as a consequence of the replacement of the aforesaid facilities. 

"CVBSR Revenue%" means the revenues produced through CI/BSR Surcharges, exclusive of revenues 
from all other rates and charges. 

Issued By: G. L. Gillette, President 
Issued On: December 14,201 1 

Effective: 
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TAMPA ELECTRIC COMPANY 

STAFF'S THIRD DATA REQUEST 
REQUEST NO. 2 
PAGE 4 OF 6 

DOCKET NO. 110320-GU 

' FILED: MARCH 26,2012 
Oriainal Sheet No. 7.806 Peoples Gas Svstem 

a Division of Tampa Electric Company 
Oriainal Volume No. 3 

CAST IRONlBARE STEEL REPLACEMENT RIDER 
RIDER CllBSR 

The monthly bill for Gas Service in anv Billinq Period shall be increased bv the CliBSR Surcharqe determined 
in accordance with this Rider CVBSR Surcharues amroved bv the Commission for bills rendered for meter 
readinqs taken on or after , 2012, are as follows with respect to Customers receivinu Gas 
Service under the followinq rate schedules 

CVBSR Surcharqe Rate Schedule 
ResidentiallResidential Standbv Generator $0 0013953 per therm 
Small General Service $0 00122.34 Der therm 
General Service - I /  Commercial Standby 
Generator Service 50 0006673 Der therm 
General Service - 2 $0 0006338 Der therm 
General Service - 3 $0 00047W Der therm 
General Service - 4 $0 000468 Der therm 
General Service - 5 $0 000213 per therm 
Commercial Street Liuhtinq $0 002344 Der therm 
Natural Gas Vehicle Service $0 00108M Der therm 
Wholesale $0 000478 Der therm 

The CliBSR SurcharQes set forth above shall remain in effect until chanqed pursuant to an order of the 
Commission. 

CI/BSR SurcharQes shall be determined in accordance with the Drovisions of this Rider set forth below 

Definitions 

For DurDoses of this Rider 

"Eligible ReDlacements" means the followinu CompanvDlant investments that li) do not increase revenues 
bv directlv connectinq new customers to the Dlant asset. lii) are in service and used and useful in 
Drovidinq utilitv service and liii) were not included in the ComDanv's rate base for purDoses of determining 
the Companv's base rates in its most recent ueneral base rate Droceedinu: 

Mains and service lines. as replacements for existinq cast iron, wrouqht iron and bare steel 
facilities, and reaulators&a+iws and other Diceline svstem components the installation of which is 
required as a consequence of the redacement of the aforesaid facilities. 

"CI/BSR Revenues" means the revenues Droduced throuqh CI/BSR Surcharues. exclusive of revenues 
from all other rates and charues. 

Effective: Issued BY: G. L. Gillette, President 
Issued On: December 14, 201 1 5 
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Peoples Gas System 
a Division of Tampa Electric Company 
Original Volume No. 3 

Original Sheet No. 7.806-2 

CAST IRONlBARE STEEL REPLACEMENT RIDER 
RIDER CllBSR 

(continued) 

(a) An anma petition setLng fonh proposea CIiBSR Revewe Reqd.rements and Sdrcharges to 
oe effect ve for the 12-montn period beginning January 1 fol.ow ng tne annual heanng SJch 
proposea CVBSR RevenLe ReqJ rements ana Surcharges ma11 take nto accomt the aata 
fiiea pLrsJant to paragraphs (a) ( 0 ) .  ana (CJ of this section 

Tne Company sha estab s h  separate accounts or subaccomts for each E tgib e Replacement lor purposes 
of recoraing the costs incurrea for each pro.ect The Company mall also establisn a separate accoLnt or 
SJbaCcoLnt for any revenues aerivea from CIiBSR Surcharges 

Calculation of the CI/BSR Revenue Requirements and CWBSR Surcharaes 

In determining the CI/BSR Revenue Requirements, the Commission shall consider only (a) the net original 
cost of Eligible Replacements (i.e., the original cost less associated retirements of existing infrastructure); (b) 
the applicable depreciation rates as determined and approved by the Commission based on the Company's 
most recent depreciation study; (c) the accumulated depreciation associated with the Eligible Replacements; 
and (d) the current state and federal income and ad valorem taxes; and (e) the Company's weighted average 
cost of capital as determined during the Company's most recent base rate proceeding. 

The CI/BSR Revenue Requirements and CI/BSR Surcharges for each rate class shall be calculated as 
follows: 

Line Description Value Source 
1 Revenue Expansion Factor 1.6280 As calculated in most recent base rate 

proceeding. using current tax rates 
2 Ad Valorem Tax Rate 1.79% Property Tax Rate 
3 Mains $ Eligible Replacements - Mains 
4 Services $ Eligible Replacements -Services 
5 Regulators $ Eligible Replacements - Regulators 
6 Gross Plant $ Line 3 + Line 4 + Line 5 
7 Accumulated Depreciation $ Line 12 + Previous balance 
8 Construction Wok In Progress $ Construction work not in service 
9 Net Book Value $ Line 6 -Line 7 + 8 
10 Average Net Investment $ Line 9 + Previous balance / 2 
11 Return on Average Net 5 Line 10 x debt and equity components as 

Investment .- - MICU atea in most r e c e e r a t e  proceeaicx 
12 Depreciation Expense 5 (L ne 3 x mains rate) +(Line 4 x serwces rate) + 

(Line 5 x regulators rate) 
13 CI/BSR Revenue $ (Line 11) +(Line 12) + PropertyTaxes 

Requirements 

Issued By: G. L. Gillette, President 
Issued On: December 14,2011 

Effective: 
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Peoples Gas Svstem 
a Division of Tampa Electric Company 
Oriainal Volume No. 3 

Oriqinal Sheet No. 7.806-2 

CAST IRONlBARE STEEL REPLACEMENT RIDER 
RIDER CllBSR 

(continued) 

An annual Del lion sen na fonn oroooseo CIiBSR RevenLe Rea4 remenis ana Surcharges io 
oe effective for me 12-monin Der 00 bea nninq .anLarv 1 fo IoNlnq me anma nearina S,cn 
propose0 ClBSR Reven-e Req>=nts and Sxnaraes mal  ia<e nto accmnt ins- 
f eo o ~ r s ~ a n l  lo oaraaraohs a! 101 an0 IC, of this secion 

The Cornpan? sha establ s n  seoaraie accoLnts or sJbaccoLnis for eacn El a ole Reo acemenl for purooses 
01 recoroinq lhe COSK ncdred for eacn pro ect The Companv snail also estaol sn 3 seoarate accoLnt or 
s-oaccomt for any revenues aer reo from CVBSR Surcharqes 

Calculation of the CllBSR Revenue Reaulrements and CI/BSR Surcharqes 

In aeiermin na lne C BSR Re.en-e Rea~~remenls me Cornmoss on sna consnder only la,  lne net orq nal 
cost of E aib e Reo acemenis i1.e lne orla n a m e s s  assoc atea ret remenis of ehstina mfrasirLnure -01 
the app icao e oeorec arion rates as aeierm nea an0 aooro<ea ov me Comm ss on basea on me Cornpan) s 
most recent deorec ai  on study, ICI me dcc-mJlated aeorec~at on assoc aieo vy th the El am e Rep acemenis 
ana idr the c-rrenl stale and federa, ncome and aa valorem taxes and le i  the Comoanv s Ne qnled averaqe 
w-ap ta as aeiermmea a L r w  ine Company s lnnst recent oase rate oioceeolnq 

The CI/BSR Revenue Requirements and CliBSR Surcharaes for each rate class shall be calculated as 1 -  
Line Description Value Source 
- 1 Revenue Exoansion Factor 16280435 As calculated in most recent base rate 

2 Ad Valorem Tax Rate 17935% Prooertv Tax Rate 
DrOCeedin9. usinq current tax rates 

3 Mains s Elioible Reolacements - Mains 
4 services s Eliaible Reolacements - Services 
5 ReaulatorSbbws 2 Eliaible Reolacements - RequlatorSk-tws 

7 Accumulated Depreciation s Line 128 + Previous balance 

98 Net Book Value s Line 6 -Line 7 + 8 

6 Gross Plant 

8 Construction Work In Prowess $ Construction work not in service 

Line 3 + Line 4 + Line 5 

lee- Averaqe Line 98 +x Previous balance / 2wa&ted 
Net Investment 

- 11 Return on Averaqe Net 2 Line 10 x debt and equitv comoonents as 
calculated in most recent base rate oroceedinq 
(Line 3 x mains rate) + (Line 4 x services rate) + 
(Line 5 x requlators ratel 

CIiBSR Revenue s (Line I l M )  + (Line 128) + Prooerty 
Requirements Taxes 

Investment 
12e Deoreciation Expense s 

Issued Bv: G L Gillette. President Effective: 

7 I Issued On: December 14.2011 


