A, TECO.

PEOPLES GAS
AN EMERA COMPANY

September 4, 2020

Dear City Manager,

As a follow-up to the packet you received in June regarding Peoples Gas System’s request for an increase to
our customer base rates and charges, | am enclosing a detailed synopsis of our filing.

We are focused on the safety of our team members, customers and the general public as we continue to
deliver the essential service of natural gas. This requested increase in base rates, our first in 12 years, will
enable us the continued ability to deliver safe, resilient and clean natural gas throughout Florida. Please
know we do not take our decision to make this filing lightly, particularly during these unprecedented times.
We continue to work diligently to support our customers, while focusing on the long-term financial health
of our business, so that we can be best positioned to contribute and encourage Florida’s economic recovery.
Customers in Florida value natural gas for its economic value, efficiency and the reassurance of back-up
electric generation in the face of severe weather.

This letter and the enclosed copy of our synopsis are provided to you as required by Rule 25-22.0406 of the
Florida Administrative Code, Notice and Public Information on General Rate Increase Requests. A copy of
our entire rate request filing with the Florida Public Service Commission (PSC) is available online at
peoplesgas.com/rates and on the PSC website. We also will be communicating this information with our
customers.

We value our relationship with your community and all the communities we serve across Florida. In
response to the pandemic we voluntarily suspended all disconnects for non-payment for several months
and have contributed more than $1 million to support Floridians who have lost their jobs or substantial
income as a result of COVID-19. Peoples Gas is proud to deliver consistently high customer satisfaction and
we embrace our essential role at the heart of Florida’s energy.

Should you have any questions, please do not hesitate to contact me.

Sincerely,

Chrts Lipes

Chris Lopez

Regional Manager, External Affairs
Southwest Florida

TECO Peoples Gas

5901 Enterprise Pkwy.

Ft. Myers, FL 33905
C:239-292-0159 | F: 239-690-5539
Email: CALopez@tecoenergy.com

Enclosures: _ _
Peoples Gas System Rate Case Synopsis, Docket No. 20200051-GU
Exhibits A and B

Peoples Gas System
P. 0. Box 111 Tampa, FL 33601-0111 (813) 228-4111 peoplesgas.com
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BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 20200051-GU

IN RE: PEOPLES GAS SYSTEM’S
PETITION FOR AN INCREASE IN BASE RATES

_— .
7g B e

AN EMERA COMPANY

SYNOPSIS OF RATE REQUEST

THIS DOCUMENT IS PROVIDED BY PEOPLES GAS SYSTEM PURSUANT TO THE |
REQUIREMENTS OF RULE 25-22.0406, FLORIDA ADMINISTRATIVE CODE, \
NOTICE AND PUBLIC INFORMATION ON GENERAL RATE INCREASE REQUESTS
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SUMMARY OF RATE CASE

RATE CASE SYNOPSIS

On June 8, 2020, Peoples Gas System ("Peoples” or "Company") petitioned the
Florida Public Service Commission ("Commission") for an increase in its permanent base
rates and charges. The Commission, under Florida law, regulates rates, charges, and
services provided by Florida investor-owned utilities. The case was assigned Docket No.
20200051-GU. Peoples’ last rate case was filed in August 2008, with a final order being
issued in May 2009.

Peoples filed its test year letter on February 7, 2020 advising that based on a review
of the Company's projected 2020 and 2021 financial performance it must seek an increase
in base rates to continue to meet the natural gas needs of existing and new customers,
continue to provide safe, reliable, high quality customer service, and have an opportunity to

earn a fair rate of return on the Company's investment.

The Company contemplated a filing date on or about April 7, 2020; however, after
the Company filed its test year letter, a pandemic rapidly spread worldwide. The
coronavirus is potentially endangering the lives of millions, and the efforts to try to prevent
the spread have impacted Floridians’ daily lives and the state’s economy. Rarely in history
have there been times of such sudden economic changes of fortune with virtually no

warnings.

Peoples therefore requested, and received, an extension of the selected filing date
of April 7, 2020 to June 8, 2020. This extension was requested out of consideration for the
impacts of the pandemic on Peoples’ customers. Peoples believed that delaying the rate
case filing for an additional 60 days was appropriate given the sudden and unprecedented

changes that were impacting the U.S. economy and more specifically, the state of Florida.

In the twelve years since Peoples’ last rate case, many factors have contributed to
the necessity for the Company to now seek rate relief. The Consumer Price Index during

this period has increased more than 23 percent, which has not only required that the
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Company pay more for the goods and services it purchases, but has also contributed to a
steady increase in the level of the Company’s direct and indirect payroll costs. Additionally,
health care costs continue to escalate at a rate significantly higher than that of inflation. At
the same time, the Company has been striving to improve the efficiency and economy of its
operations without compromising the level of service rendered to its customers. In order to
respond to customer growth and demand, improve system safety, and enhance system
resiliency, the Company has an obligation to make prudent and necessary infrastructure
investments that provide a safe and reliable natural gas distribution system in the
communities Peoples serves. It is essential that the Company be permitted to recover
these costs in order to maintain its financial integrity so that it can raise new capital needed
to provide service to the public. The Company has calculated its revenue requirements
based on an overall return on rate base of 6.63 percent. The request totals $85.3 million
which includes $23.6 million of 2021 revenue requirements related to Peoples moving
$200.7 million of Cast Iron / Bare Steel Rider investments made through December 31,
2020 into adjusted rate base. Once that is accounted for, the net revenue deficiency is
$61.7 million.

Residential Comparison of Bills

In order to fairly accommodate residential customers with different volume and
usage requirements, the Company has three residential tiers. Under the proposed rates,
(including Peoples’ the average purchased gas adjustment cost in 2019), the residential

customer classes would receive gas bills as follows:

e Residential customers using less than 100 therms annuaily would be billed at the
RS-1 rate. Customers using 6 therms a month would pay $23.82 compared to
$19.10 currently, an increase of 24.67 percent.

e Residential customers using more than 99 therms but not more than 249 therms
per year would be billed at the RS-2 rate. Customers using 15 therms a month
would pay $38.24 compared to $33.51 currently, an increase of 14.13 percent.

+ Residential customers using more than 249 but not more than 1,999 therms per
year would be billed at the RS-3 rate. Customers using 35 therms a month

would pay $70.63 compared to $63.95 currently, an increase of 10.45 percent.
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e The minimum monthly bill for a residential standby generator service ("“RSG”)
customer would be $27.74 compared to the current amount of $19.01, an
increase of 45.92 percent.

¢ The residential gas heat pump monthly price for 250 therms of $300.31 would
decrease to $281.41, a change of 6.29 percent.

Residential customers using 2,000 or more therms per year would receive service
under the general service rate schedule corresponding to their annual consumption and
would be eligible to request that Peoples transport and deliver gas purchased by the

customers from a third-party marketer.

Commercial and Interruptible Comparison of Bills

Under the proposed rates, (including Peoples’ average purchased gas adjustment in
2019), the commercial and interruptible customer classes would receive gas bills as

follows:

e The minimum monthly bill for a commercial standby generator service (CSG)
customer would be $48.00 compared to the current amount of $33.26, a change
of 44.32 percent.

e The small general service (SGS) monthly price for 75 therms of $122.19 would
increase to $134.01, a change of 9.68 percent.

e The commercial gas heat pump monthly price for 500 therms of $605.32 would
decrease to $601.39, a change of 0.65 percent.

e The general service one (GS-1) monthly price for 400 therms of $514.36 would
increase to $549.15, a change of 6.76 percent.

e The general service two (GS-2) monthly price for 1,500 therms of $1,790.79
would increase to $1,888.95, a change of 5.48 percent.

e The general service three (GS-3) monthly price for 7,500 therms of $8,606.45
would increase to $9,067.60, a change of 5.36 percent.

e The general service four (GS-4) monthly price for 36,000 therms of $38,879.98
would increase to $40,431.19, a change of 3.99 percent.

e The general service five (GS-5) monthly price for 80,000 therms of $81,992.29

would increase to $84,329.89, a change of 2.85 percent.
3
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¢ The monthly bill for a commercial street lighting customer using 1,200 therms of
$1,388.56 would increase to $1,461.12, a change of 5.23 percent.

e The monthly bill for a wholesale service customer using 12,000 therms of
$13,033.53 would increase to $13,555.53, a change of 4.00 percent

e The monthly bill for a small interruptible service customer using 150,000 therms
of $10,450.59 would increase to $15,198.00, a change of 45.43 percent (not
including fuel®).

e The monthly bill for an interruptible service customer using 875,000 therms of
$29,483.89 would increase to $42,941.25, a change of 45.64 percent (not
including fuel®).

e The monthly bill for a large interruptible service customer using 5,250,000 therms
of $50,168.89 would increase to $62,522.50, a change of 24.62 percent (not
including fuel*).

e *See Exhibit B which includes a comparison of the proposed rate increase

including fuel for rate classes SIS, IS, and ISLV.

Please note, Commercial and Interruptible customers may transport and

purchase fuel from a third-party supplier.
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Rate Case Process

All public utilities, as defined in Section 366.02, Florida Statutes, must petition the
Commission to increase their rates to retail customers. After the filing of the request, which
took place on June 8, 2020, the Commission has eight months to conduct the case. The
formal request is distributed to the Commissioners, the Public Service Commission staff,
the Office of the Public Counsel (“Public Counsel”), and other parties who express interest
in the case. During the course of the proceeding, the Company responds to many requests
for documents and information. The filing to request a base rate increase consists of the
petition, the direct testimony, and exhibits from company witnesses and the Minimum Filing
Requirements, which are an extensive set of documents containing detailed data in support
of the rate increase. This information is distributed to Commissioners, the Commission

staff, the Office of Public Counsel, and other parties who intervene in the case.

After the filing is made, the discovery process begins. During this process the utility
responds to requests for information (interrogatories) and production of documents from the
Commission staff and the parties (intervenors) to the case. The Commission staff performs
a field audit of the company’s filed data to ensure compliance with Commission rules and
accuracy of the information provided. Formal depositions with company witnesses may

also be conducted to gather information and better identify issues.

Intervenors in the case often present their own witnesses, testimony, and exhibits in
response to the company’s filing. They use the company’s initial filing materials, as well as
discovery responses from the company, as a basis for the positions they take in the case.
The parties, their witnesses, testimony, and exhibits are subject to discovery as well. The
company will then have the opportunity to present rebuttal testimony and exhibits to any

intervenors who file testimony.

Toward the end of the discovery process and just before the hearing commences,
the company, staff, and intervenors prepare issue lists and preliminary positions for the
case. These lists of issues are then combined and narrowed in a Prehearing Order in an

effort to help the Commission focus on the important facets of the case during the hearing.
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In the following paragraphs, the Commission schedule for the case is discussed.

In consideration of COVID 19, the Commission has scheduled the following virtual
public hearings to provide customers an opportunity to express their views of the requested

rate increase:

Thursday, October 1, 2020 at 2:00 p.m.
Wednesday, October 7, 2020 at 6:30 p.m.
Thursday, October 8, 2020 at 9:30 a.m.

Customers interested in participating can contact the Commission by emailing:

speakersignup@psc.state.fl.us or calling 1-850-413-7080. Customers should reference

Peoples Gas Rate Case and specific hearing date if interested in participating.

The service hearings dates and times will be published in newspapers of general
circulation in the Company’s service areas and will also be available on the Company’s

website at peoplesgas.com/rates.

Public Counsel has intervened in this docket and will be participate at the service
hearings to represent the public. Public Counsel may be contacted prior to the hearing at
111 West Madison Street, Suite 812, Claude Pepper Building, Tallahassee, Florida 32399-
1400, or by phone at (800) 342-0222.

A technical hearing is scheduled to be held on October 27-29, 2020. At this hearing,
the legal "record” is further established for deciding the case through direct, rebuttal, and
cross examination testimony and the introduction of exhibits and other relevant evidence.
More information on the technical hearing will be available on the Commission’s website at
http://'www.psc.state.fl.us/ClerkOCffice/DocketFilina?docket=20200051

After the hearing, legal briefs are filed by the parties to summarize their positions.
The Commission staff reviews the briefs and the record produced at the hearing, and then
produces a recommendation to the Commission that addresses each issue identified in the

case.
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The Commission then holds Special Agenda Conferences and votes on the issues,
first on revenue requirements issues and then on rate issues. After the votes, Commission
attorneys prepare a Final Order that reflects the Commission’s votes and provides
background for the case, the basis for each of the decisions reached, the new approved
rates, and the effective dates of the new rates. After the Commission Order is issued,
parties will have an opportunity to ask the Commission to reconsider its decision on the

issues.

More detailed information on the Company’s proposed rate increase is contained in
exhibits that follow this discussion. A summary of the highlights of the case is set out in
Exhibit A, and a bill comparison showing typical monthly bills is contained in Exhibit B.
Copies of the complete Minimum Filing Requirements filed with the Commission are
available for inspection online at peoplesgas.com/rates or the Commission Website at
http://www.psc.state.fl.us/ClerkOffice/DocketFiling?docket=20200051.

Maijor Rate Case Issues

It is not possible to anticipate at the beginning of a rate case all the issues that may

arise, but potential major revenue requirement issues involved in the case could include:

¢ Are the company'’s test year and sales forecasts reasonable?

¢ What should be the value of the company’s test year investment in rate base?
¢ What should be the company’s test year operating revenues?

e What should be the company’s test year operating expenses?

e What should be the company’s test year earned rate of return?

e What should be the company’s test year allowed rate of return?

¢ What will be the company’s test year revenue deficiency?

¢ What is the appropriate cost of service methodology to use in designing rates?
o What will be the appropriate rate levels for each customer class of service?

e What will be the appropriate charge for each miscellaneous service?

The specific issues in the case will be identified in a prehearing order issued prior to

the hearing.



RATE CASE TIME SCHEDULE

Below is a tentative schedule of Peoples Gas System’s rate case established by the PSC

as of September 1, 2020:

Description Due Date
MFRs Due 6/8/2020

Order Establishing Procedure 6/22/2020
First Order Modifying Order Establishing Procedure 7/30/2020
Audit Report Due 8/26/2020
Testimony - Intervenor 8/31/2020
Testimony - Staff 8/31/2020
Testimony — Rebuttal 9/21/2020
Notice of Prehearing and Hearing 9/23/2020
Prehearing Statements 9/28/2020

10/1/2020 - 2:00 p.m.
10/7/2020 - 6:30 p.m.
10/8/2020 — 9:30 a.m.

Customer Service Hearings
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Discovery Actions Complete 10/9/2020
Prehearing 10/12/2020
Deadline for filing of cross-examination exhibits 10/20/2020
Hearing | 10/27/2020
10/28/2020
10/29/2020
Briefs Due 11/12/2020
Revised CASR Due 11/23/2020

NOTE: THIS SCHEDULE IS TENTATIVE AND SUBJECT TO REVISION.
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EXHIBIT A

“MINIMUM FILING REQUIREMENTS
SCHEDULE A -
EXECUTIVE SUMMARY”
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EXHIBIT B
“COMPARISON OF MONTHLY BILLS”
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