
FILED 10/14/2019 
DOCUMENT NO. 09379-2019 
FPSC- COMMISSION CLERK 

A I 101\NI" rS &. COUNSI. I.OI\S A I I. 1\\V loS I. 1884 

One Tampa City Center, Suite 2000 

201 N. Franklin Street 

P.O. Box 153 1 (3360 1) 

\VWW.MFMLEGAL.COM 

EMAIL: INFO@MFMLEGAL.COM 

Tampa, FL 33602 

813.273.4200 Fax: 813.273.4396 

VIA E-PORT AL FILING 
Mr. Adam J. Teitzman 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

October 14,2019 

625 Court Street. Suite 200 

P.O. Box 1669 (33757) 

Clearwater. FL 33756 

727.441.8966 Fax: 727.442.8470 

In Reply Refer to: 

Tampa 
ab@macfar.com 

Re: Docket No. 20190171-GU - In re: Petition for Approval of2018 True-up, 
Projected 2019 True-up and 2020 Revenue Requirements and Surcharges 
Associated with Cast Iron/Bare Steel Pipe Replacement Rider, by Peoples 
Gas System 

Dear Mr. Tcitzman: 

Attached for electronic filing in the above docket on behalf of Peoples Gas System, 
please find its Response to Staffs Amended Second Data Request (Nos. 1-4). 

Your assistance in this matter is greatly appreciated. 

AB/plb 
Attachments 
cc: Office of Public Counsel 

Ms. Kandi M. Floyd 
Ansley Watson, Jr., Esq. 



 PEOPLES GAS SYSTEM 
 DOCKET NO. 20190171-GU 
 STAFF'S SECOND DATA REQUEST 
 REQUEST NO. 1 
 BATES STAMPED PAGE:  1 
 FILED:  OCTOBER 14, 2019 
 

1. Please state why PGS did not make a consistency and proration adjustment 
to the WACC to comply with the normalization rules in IRC § 1.167(1)-
1(h)(6). 

 
 
A. Per IRS normalization rules, prorating the ADFIT is required only if a 

Company does not meet or exceed the limitation provision. PGS did not 
make a consistency and proration adjustment to the WACC in the 2020 
projection filing, because the Company is currently meeting or exceeding the 
limitation provision and is therefore not in violation of Normalization. 
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 PEOPLES GAS SYSTEM 
 DOCKET NO. 20190171-GU 
 STAFF'S SECOND DATA REQUEST 
 REQUEST NO. 2 
 BATES STAMPED PAGE:  2 
 FILED:  OCTOBER 14, 2019 
 

 
 
2. How does PGS know its WACC is compliant with IRC § 167 and § 168? 
 
 
A. PGS has determined that its WACC is compliant with IRC § 167 and § 168. 

The Limitation Provision in Treasury Regulation Section § 1.167(1)-1(h)(6)(i) 
states that as long as the amount of depreciation-related ADFIT used in 
ratemaking is lower than the amount that would have been used under the 
Consistency Rule, then there is no violation of Normalization. 
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 PEOPLES GAS SYSTEM 
 DOCKET NO. 20190171-GU 
 STAFF'S SECOND DATA REQUEST 
 REQUEST NO. 3 
 BATES STAMPED PAGES:  3 - 5 
 FILED:  OCTOBER 14, 2019 
 

3. Please provide the WACC using the consistency rule per IRC § 168(i)(9)(B) 
and proration adjustments according to IRC § 1.167(1)-1(h)(6)(ii), even if an 
adjustment to the WACC is not required.  

 
 
A. Although it is not required by the IRC, the WACC calculation using  

consistency rule per IRC § 168(i)(9)(B) and proration adjustment according 
to IRC § 1.167(1)-1(h)(6)(ii) is attached. 
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PEOPLES GAS SYSTEM
DOCKET NO. 20190171-GU
STAFF'S SECOND DATA REQUEST
FILED: OCTOBER 14, 2019

4



(1) (2) (3) (4)

December Weighted
Rate Base Cost Cost

2019 Bdgt SR - Adj. Ratio Rate Rate
($000) % % %

Long Term Debt 251,736$                25.00% 4.72% 1.1800%
Short Term Debt 50,564 5.02% 3.58% 0.1797%
Preferred Stock 0 0.00% 0.00% 0.0000%
Residential Customer Deposits 5,728 0.57% 2.00% 0.0114%
Commercial Customer Deposits 18,339 1.82% 3.00% 0.0546%
Inactive Customer Deposits 326 0.03% 0.00% 0.0000%
Common Equity 375,418 37.30% 10.75% 4.0098%
Deferred Income Tax 304,657 30.26% 0.00% 0.0000%
Tax Credits - Zero Cost 0 0.00% 0.00% 0.0000%

Total 1,006,768$             100.00% 5.4355%

ITC split between Debt and Equity:
Long Term Debt 251,736$                Long Term Debt 40.14%
Equity - Preferred 0 Equity - Preferred 0.00%
Equity - Common 375,418 Equity - Common 59.86%

Total 627,154$                Total 100.00%

Deferred ITC - Weighted Cost:
Debt = 0.0% * 40.13% 0.0000%
Equity  = 0.0% * 59.87% 0.0000%

Weighted Cost 0.0000%

Total Equity Cost Rate:
Preferred Stock 0.0000%
Common Equity 4.0098%
Deferred ITC - Weighted Cost 0.0000%

4.0098%
Times Tax Multiplier 1.35236                  

Total Equity Component 5.4227%

Total Debt Cost Rate:
Long Term Debt 1.1800%
Short Term Debt 0.1797%
Customer Deposits 0.0660%
Deferred ITC - Weighted Cost 0.0000%

Total Debt Component 1.4257%

6.8484%

Notes:
Column (1) - From 2019 PGS Budgeted ESR, adjusted for Consistency and Proration
Column (2) - Column (1) / Total Column (1)
Column (3) - From 2019 PGS Budgeted ESR, adjusted for Consistency and Proration
Column (4) - Column (2) x Column (3)

(In Dollars)

Peoples Gas System
Cast Iron/Bare Steel Replacement Rider
Calculation of Debt and Equity Return
January 2020 through December 2020

Calculation of Revenue Requirement Rate of Return
Normalization Scenario with Consistency and Proration Adjustments based on 2019 Budget Surveillance Report and Strat Plan

PEOPLES GAS SYSTEM
DOCKET NO. 20190171-GU
STAFF'S SECOND DATA REQUEST
FILED: OCTOBER 14, 2019
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 PEOPLES GAS SYSTEM 
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 FILED:  OCTOBER 14, 2019 
 

4. Please provide a revised revenue requirement using the consistency and 
proration adjustments per IRC § 168(i)(9)(B) and § 1.167(1)-1(h)(6)(ii), even 
if an adjustment to its WACC is not required. 

 
 
A. A revised revenue requirement using the consistency rule and proration 

adjustment per IRC § 168(i)(9)(B) and § 1.167(1)-1(h)(6)(ii) is attached.   
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