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I.  INTRODUCTION 1 

 2 

Q. Please state your name and business address. 3 

A. My name is Tara B. DuBose.  My business address is Florida Power & Light 4 

Company, 700 Universe Boulevard, Juno Beach, Florida 33408.  5 

Q. By whom are you employed and what is your position? 6 

A. I am employed by Florida Power & Light Company (“FPL”) as the Manager of 7 

Cost of Service and Load Research in the Rates & Tariffs Department.   8 

Q. Please describe your duties and responsibilities in that position.  9 

A. I am responsible for managing load research and cost of service activities for 10 

retail rates.  In this capacity, I am responsible for the preparation of retail cost 11 

of service studies on behalf of FPL and Pivotal Utility Holdings, Inc. d/b/a 12 

Florida City Gas (“FCG” or the “Company”).  Additionally, as part of this case, 13 

my responsibilities include FCG’s revenue forecast, revenue allocation, and 14 

rate design. 15 

Q. Please describe your educational background and professional experience. 16 

A. I received a Bachelor of Science in Business Administration with a 17 

concentration in Accounting from the University of South Carolina - Aiken in 18 

1996.  In 2007, I earned a Master of Business Administration with a 19 

concentration in International Business from the University of South Carolina.  20 

I am also a Certified Public Accountant in the state of South Carolina.  From 21 

1996 to 2000, I was employed as a Financial Analyst for the Comptroller 22 

General’s office for the state of South Carolina and as an Auditor in public 23 

accounting firms.  From 2000 to 2011, I was employed at SCANA Corporation 24 
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(now Dominion Energy), where I held a variety of positions including Auditor 1 

III in Internal Audit, Senior Regulatory Accountant for Retail Electric and Gas 2 

Distribution Rates, and Supervisor of Electric Transmission Rates and Gas 3 

Transportation Rates.  I joined FPL in 2011 as a Principal Rate Analyst for Rate 4 

Design, responsible for retail tariff and rate development and progressed to my 5 

current position of Manager of Cost of Service and Load Research.   6 

 7 

I am a member of the Edison Electric Institute (“EEI”) Rates and Regulatory 8 

Affairs Committee.  I have completed various relevant training courses 9 

throughout my career including the New Mexico State University Center for 10 

Public Utilities Basics Course for gas rates, the EEI Advanced Rate Design 11 

Course for electric rates, the EEI and University of Wisconsin - Madison 12 

Transmission & Wholesale Markets School and the Association of Edison 13 

Illuminating Companies (“AEIC”) Fundamentals of Customer Load Data 14 

Analysis Course.  I was also a past member of the Southern Gas Association, 15 

served as the Chairman of the Southeastern Electric Exchange (“SEE”) Rate & 16 

Regulatory Committee and have been a guest speaker at SEE Committee 17 

meetings. 18 

Q. Have you previously filed testimony before this Commission? 19 

A. Yes, I provided testimony in Docket No. 20210015-EI.  I have also provided 20 

testimony before the Federal Energy Regulatory Commission (“FERC”) in 21 

wholesale rate and cost of service matters. 22 

 23 

http://business.nmsu.edu/research/centers/cpu/
http://business.nmsu.edu/research/centers/cpu/
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Q. Are you sponsoring any exhibits? 1 

A. Yes, I am sponsoring the following exhibits: 2 

• Exhibit TBD-1 MFRs Sponsored or Co-sponsored by Tara B. DuBose 3 

• Exhibit TBD-2 Forecast of Bills, Therms, Demand Charge Quantities, 4 

and Revenues for the 2023 Test Year at Present Rates 5 

• Exhibit TBD-3 Comparisons of Rates of Return and Parity at Present 6 

Rates to Equalized Rates and to Proposed Rates 7 

• Exhibit TBD-4 Parity of Major Customer Classes at Proposed Rates 8 

• Exhibit TBD-5 Analysis of Proposed Revenue Requirement Increases 9 

• Exhibit TBD-6 FCG Bill Comparisons 10 

Q. Are you sponsoring or co-sponsoring any Minimum Filing Requirements 11 

(“MFRs”) in this case?  12 

A. Yes.  Exhibit TBD-1 lists the MFRs I am sponsoring and co-sponsoring. 13 

Q. What test year is the Company using for its proposed base rate increase? 14 

A. The Company is using a projected 2023 Test Year based on the 12-month period 15 

ending December 31, 2023.  The MFRs reflect information and data requested for 16 

various years since FCG’s last rate case, including the 2021 Historical Test Year, 17 

2022 Prior Year, and 2023 Test Year. 18 

Q. What is the purpose of your testimony in this proceeding? 19 

A. I will support and describe the specific methods employed in developing the 20 

forecast of revenues from sales for the 2022 Prior Year ending December 31, 21 

2022, and for the 2023 Test Year ending December 31, 2023.  I will support 22 

and describe the methodology used to develop the class cost of service study 23 



 
 

 
6 

 

(“COSS”), revenue requirement allocation, and rate design for this case and 1 

present the results. 2 

Q. Please summarize your testimony. 3 

A. My testimony supports the results of the FCG COSS, the final proposed revenue 4 

requirement allocations, and the resulting proposed base rates and service 5 

charges that will produce revenues sufficient to recover the Company’s 6 

jurisdictional revenue requirements for the 2023 Test Year.  The proposed FCG 7 

COSS fairly presents each rate class’s cost responsibility, rate of return 8 

(“ROR”), and parity position (i.e., rate class ROR relative to system average 9 

ROR).  The COSS allocates the rate base, revenues, and expenses to the 10 

individual rate classes based on the appropriate cost drivers previously 11 

approved by this Commission.   12 

 13 

The results of the consolidated FCG rate class COSS show that at present rates 14 

several rate classes, such as RS-1, GS-1, GS-120K, and GS-1250K, are well 15 

below parity, while other rate classes, RS-100, RS-600, GS-6K, GS-25K, and 16 

Gas Lighting, are well above parity.  Exhibit TBD-3, Table 1 compares the 17 

present revenue requirements, ROR, and related parity index for each rate class 18 

to equalized revenue requirements and calculates the differential.  Exhibit TBD-19 

3, Table 2 shows the same comparison at present versus final proposed revenue 20 

requirement allocations.  The MFR H schedules provide the details supporting 21 

these results. 22 
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The Commission should approve the FCG COSS methodologies, the proposed 1 

revenue requirement allocations, and the proposed rates presented in my 2 

testimony.  3 

Q. Can you please summarize the estimated bill impacts of FCG’s proposed 4 

increase in base revenues? 5 

A. Yes.  As explained in the direct testimony of FCG witness Campbell, FCG is 6 

proposing a four-year rate plan based on a 2023 Test Year ending December 7 

31, 2023.  FCG’s total base revenue requirements for the 2023 Test Year reflect 8 

the need for an increase in base revenues of $29 million as further described by 9 

FCG witnesses Campbell and Fuentes.1  This revenue increase includes the 10 

transfer of $5.7 million from SAFE clause recovery to base recovery and $3.8 11 

million related to a previously approved Liquefied Natural Gas (“LNG”) 12 

Facility projected to be placed in-service in March 2023 as described by FCG 13 

witness Howard.  Thus, the net incremental increase in base revenues is $19.4 14 

million as explained by FCG witness Fuentes.2 Exhibit TBD-5 provides an 15 

analysis of these incremental increases in revenue requirements at proposed 16 

rates. 17 

 18 

FCG’s filing proposes adjustments to rates and charges to more closely reflect 19 

the projected COSS for the various rate classes, and thus move customer classes 20 

 
1 As reflected in MFR E-2, there was a miscalculation in the original present revenue forecast, which 
was corrected in the COSS and revenue allocation.  The corrected amount results in present revenues 
being $155,495 higher in the COSS MFRs than reflected in the corresponding financial MFRs, which 
results in a corrected total base rate increase of $28.8 million for the 2023 Test Year. 
2 See footnote 1.  The corrected net incremental base rate increase for the 2023 Test Year is $19.2 million. 
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closer to parity.  As further described below, in allocating revenues and 1 

designing rates and charges, FCG applied the Florida Public Service 2 

Commission’s (“FPSC” or “Commission”) guideline on gradualism — the 3 

practice of limiting base rate increases for a specific rate class to 1.5 times the 4 

system average increase in total rate class operating revenues with clauses and 5 

providing no rate decreases — and appropriately recognized the competitive 6 

nature of the natural gas industry.  Exhibit TBD-4 presents the parity of major 7 

customer classes at present and proposed rates 8 

 9 

As shown on Exhibit TBD-6, the compound annual growth rate (“CAGR”) of 10 

the typical residential bill from 2019 to 2026, is projected to be approximately 11 

4.9%.     12 

 13 

The commercial and industrial (“CI”) rate classes will experience varying 14 

increases under FCG’s four-year rate plan depending on the current rate of 15 

return for each class as compared to the system average rate of return, i.e., parity 16 

index for each respective class.  Exhibit TBD-6 shows the CAGR for an average 17 

customer in each of the four major rate classes, is projected to range from 5.0% 18 

to 5.9%.  While FCG’s comparative rate standing during the four-year term 19 

obviously will be a function of gas utility rates during that same time frame, FCG 20 

will remain well positioned to provide safe, reliable, and affordable natural gas 21 

service.   22 
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As described in greater detail by FCG witnesses Campbell and Fuentes, FCG is 1 

requesting the adoption of Reserve Surplus Amortization Mechanism 2 

(“RSAM”) adjusted depreciation rates that allow for the creation and utilization 3 

of a RSAM during the four-year rate plan.  As described by FCG witness 4 

Fuentes, the adoption of the RSAM results in a commensurately lower annual 5 

revenue requirement of approximately $2.7 million compared to an alternative 6 

that does not adopt FCG’s four-year rate plan with RSAM.  FCG has provided 7 

MFRs, tariffs, and exhibits with and without the impacts of the RSAM.  8 

Adopting the proposed four-year rate plan with RSAM reduces the average 9 

residential bill by approximately $0.94 per month or $45.12 over the term of 10 

FCG’s proposed four-year rate plan.  For average CI customers’ bills, the 11 

reductions resulting from the four-year rate plan range from $5.15 per month or 12 

$247.20 over the four-year term for GS-1 to $465.83 per month or $22,359.84 13 

over the four-year term for GS-120K. 14 

 15 

II.  RATE DESIGN PRINCIPLES AND RATE STRUCTURE 16 

 17 

Q. What are the overall goals that FCG seeks to achieve through its rate design? 18 

A. FCG’s overall goal is to design rates that are fair, just, and reasonable among all 19 

customers. 20 

Q. Please provide an overview of FCG’s base rates. 21 

A. FCG’s FPSC Natural Gas Tariff book (“Tariff”) contains rate schedules for the 22 

various types of customers served by FCG.  These include residential customers; 23 
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small, medium, and large commercial and industrial customers; special contract, 1 

load enhancement, and economic development customers; gas lighting customers; 2 

and special or limited purpose customers that include standby generators and 3 

natural gas vehicles.  Each of these customers are served through different rate 4 

schedules designed to reflect the differences in the usage characteristics of each 5 

customer, the cost incurred by FCG to provide service to each customer, and the 6 

competitive nature of the natural gas industry. 7 

Q. Please describe the various types of rate schedules. 8 

A. Rate schedules generally contain specific prices that are applied to each 9 

customer’s natural gas usage amount.  Most rate schedules incorporate a Customer 10 

Charge, which is a fixed amount designed to recover a portion of the fixed costs 11 

of providing service and does not vary with usage.  Another price component is 12 

the Distribution Charge, which is a per therm charge that applies to all rate 13 

schedules and is designed to recover the remainder of the fixed costs and the 14 

variable costs of providing service and varies with the amount of natural gas 15 

consumed throughout the month.  Some of the larger CI rate schedules also 16 

include a demand charge, which is a customer-specific charge per Demand 17 

Quantity Charge (“DCQ”) that is reset in April of each year based on the 18 

maximum daily consumption over the prior three-year period to reflect the 19 

Company’s cost of supplying service to meet the maximum demand the customers 20 

place on FCG’s system.  Finally, each rate schedule contains general terms and 21 

conditions that describe how the customer’s monthly bills are determined.   22 

 23 
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III.  REVENUE FORECAST  1 

 2 

Q. Please describe the steps for developing the forecast of base revenues by 3 

rate class. 4 

A. First, the billing determinant forecast for customers billed, therm sales, and 5 

demand is developed by rate schedule.  Next, these billing determinants are 6 

applied to the currently applicable rates to provide the base revenue forecast at 7 

present rates.  The customer, distribution, and demand rates are then adjusted as 8 

discussed below in Section V and applied to the forecasted billing determinants to 9 

provide the forecasted base revenue at proposed rates. 10 

Q. How were the DCQ billing units determined for each class? 11 

A. The DCQ is a specific billing unit for each customer and was determined in the 12 

manner described in the Company’s Tariff for the relevant rate schedules.  13 

Specifically, every April, the Company performs a three-year review of each 14 

customer’s daily consumption for customers in the commercial and industrial 15 

rate schedules:  GS-120K, GS-1250K, and GS-11M, and GS-25M.  This 16 

analysis identifies the customer’s peak daily consumption over the past three 17 

years, and if the current DCQ has been exceeded three times, the new highest 18 

peak becomes the DCQ for the coming year.  Similarly, the DCQ can also 19 

decrease based on the customer’s daily consumption over the prior 3-years.  For 20 

purposes of the revenue forecast and COSS, FCG used the most current DCQ 21 

billing units based on the April 2021 review.  22 
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Q. Please describe FCG’s base revenue forecast at present rates. 1 

A. The customer and therms forecasts are provided by FCG witness Campbell for 2 

the 2023 Test Year.  As shown in MFR E-2, the base revenue forecast at present 3 

rates was developed by applying the forecasted therms and number of 4 

customers billed for each rate schedule provided by FCG witness Campbell for 5 

the 2023 Test Year period to existing base rates for each rate schedule per the 6 

Company’s Tariff.  As shown on Exhibit TBD-2, FCG forecasts a total of $62.8 7 

million revenues from present base rates for the 2023 Test Year.   8 

Q. Are there any exemptions to this process for the revenue forecast? 9 

A. Yes.  For purposes of the revenue forecast and COSS, Rate Schedule Load 10 

Enhancement Service (“LES”) was not treated as a separate rate schedule.  Rate 11 

Schedule LES is an optional rate available to customers that would otherwise 12 

qualify for service under Rate Schedules KDS, TSS, OSS, GS-120K, GS-13 

1,250K, GS-11M or GS-25M and provide verifiable documentation showing a 14 

viable alternative fuel or the opportunity to completely bypass FCG’s system.  15 

Customers that qualify for the LES are eligible for a negotiated, discounted 16 

volumetric rate that is subject to approval by the Commission.  Per FCG’s 17 

Tariff, the discount provided to LES customers is recovered from all other 18 

customers through the Competitive Rate Adjustment (“CRA”) rider.  For 19 

purposes of the revenue forecast and COSS, LES customers were aggregated 20 

and their revenues were forecasted at 100% of their otherwise applicable rate 21 

schedules.  This approach better aligns the revenues and costs incurred to 22 

provide service to the LES customers with the appropriate rate schedule, while 23 
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recognizing that the difference between the revenues under the tariffed rate and 1 

the negotiated LES rate are recovered through the CRA. 2 

 3 

IV.  THE CLASS COST OF SERVICE STUDY 4 

 5 

Q.  Please describe the concept of rate class and how rate classes are 6 

established. 7 

A. In general terms, rate classes are groups of individual rate schedules with like 8 

billing attributes (such as customer type, monthly consumption, demand or 9 

load, delivery circumstances, and cost causation) and rate design inter-10 

relationships that are combined for cost of service purposes.  11 

Q.  How are rate classes used in the class COSS? 12 

A. The COSS allocates costs to each rate class.  For FCG, most rate schedules are 13 

separate rate classes, with a few exceptions.  The generator standby rate 14 

schedules RSG and CSG have been grouped into their corresponding residential 15 

and commercial rate classes, RS-100 and GS-1.  Additionally, the LES 16 

customers have been included in their respective rate classes, GS-120K, GS-17 

1250K GS-11M, or GS-25M, similar to the revenue forecast. 18 

Q. Please describe the objectives of a COSS. 19 

A. A COSS allocates the Company’s costs among the different rate schedules 20 

based on cost causation principles.  The COSS produces specific data for each 21 

rate class, including rate base, net operating income (“NOI”), rate of return 22 
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(“ROR”), target revenues, and unit costs.  Target revenues and unit costs serve 1 

as the initial basis in the rate design process. 2 

 3 

There are two primary objectives in a COSS.  First is the development of cost 4 

information by function (production, storage, transmission, and distribution) 5 

and classification (customer, commodity, demand, and revenue) to develop 6 

cost-based allocations for each rate class.  Second is the determination of the 7 

rate of return and parity for each rate class based on present rates.  This 8 

information is used as a guide to allocate the Company’s proposed revenue 9 

increase by rate class as further described in Section V of my testimony.    10 

Q. Please describe the COSS process and the cost allocation methodologies 11 

used. 12 

A. The Company’s COSS follows the presentation format contained in the H 13 

Schedules of the prescribed MFR forms.  A COSS consists of three individual 14 

activities:  functionalization, classification, and allocation. 15 

 16 

Functionalization assigns plant investments and associated operating expenses 17 

to four basic functional categories:  production, storage, transmission, and 18 

distribution.  COSS functional categories are assigned using the FERC Uniform 19 

System of Accounts.  MFR Schedule H-3, pages 2 and 3 present the 20 

functionalized cost of service, and pages 4 and 5 present the functionalized rate 21 

base.  All FCG costs are in the distribution functional category. 22 
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Classification is the process of grouping functionalized costs based on cost 1 

causation.  There are three common groups used to classify costs:  capacity or 2 

demand, commodity, and customer. 3 

1.  Capacity or demand costs, such as those relating to mains, services, 4 

or meters, are incurred to meet the maximum demand service 5 

requirements of the total customer base.  Capacity costs were allocated 6 

based upon the standard peak and average method applied in previous 7 

base rate cases.  8 

2.  Commodity costs correspond directly to the volume of gas sold or 9 

transported.  Commodity related costs were allocated based on annual 10 

sales volumes. 11 

3.  Customer costs are a function of the number of customers served, as 12 

they are incurred to connect customers to the distribution system, meter 13 

and read their usage, and maintain their accounts.  Customer costs were 14 

allocated based on the relative number of customers served in each 15 

customer class.  The “weighted number of customers” allocator was 16 

used to distribute costs based on the relative investment in meters, 17 

regulators, and service lines required to serve representative customers 18 

in each class.  The weightings can be found on MFR Schedule E-7.  19 

 20 

The cost classification methodology used in this case is the same as that used 21 

in the 2000, 2003, and 2017 rate cases.  The classification of each functionalized 22 

cost component is contained in MFR schedule H-3, pages 2 - 5. 23 
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In the last step of the COSS, functionalized and classified costs are allocated or 1 

directly assigned to the customer classes.  Most costs are allocated by applying 2 

a series of factors that distribute costs based on the causal relationships between 3 

the respective customer classes and the classified costs.  Only operations and 4 

maintenance costs associated with the Third-Party Supplier (“TPS”) rate 5 

schedule were directly assigned to those customers.  MFR Schedule H-2, page 6 

5, details the development of allocation factors by customer class. 7 

Q. How were customers on special contracts addressed in the COSS? 8 

A. FCG offers special contracts to qualifying customers under Rate Schedule 9 

Contract Demand Service (KDS).  The objective of this rate schedule is to 10 

enable the Company to attach incremental load to its system by providing the 11 

Company with the flexibility to negotiate individual service agreements with 12 

potential new customers considering competitive and economic market 13 

conditions and system growth opportunities.  Rate Schedule KDS is available 14 

to non-residential customers that have new or incremental demand of 250,000 15 

therms per year at one location.  The distribution charge under rate schedule 16 

KDS is a negotiated rate that cannot be set lower than the incremental cost FCG 17 

incurs to serve the new customer.  The negotiated rate is fixed for the duration 18 

of the term of the contract and, as such, the KDS customers’ rates do not change 19 

in a base rate proceeding.  Therefore, for purposes of the COSS no costs were 20 

allocated to these customers.  Instead, the projected revenues generated from 21 

the KDS customers were credited to all other customers.  Additionally, the KDS 22 

customers’ billing units were excluded from all COSS allocators. 23 
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Q. How were revenue requirements associated with the Safety, Access, and 1 

Facility Enhancement (“SAFE”) program incorporated into the COSS 2 

consistent with Order No. PSC-15-0390-TRF-GU from Docket No. 150116-3 

GU? 4 

A. The SAFE program costs as of December 31, 2022, were included in total 5 

revenue requirements for the test year and, thus, are part of the overall 6 

deficiency between present base revenues and proposed base revenue 7 

requirements.  As explained by FCG witness Fuentes, the total revenue 8 

deficiency of $29.0 million3 includes $5.7 million of revenue requirements 9 

related to the SAFE program.   10 

Q. Is FCG proposing to implement the previously approved revenue increase 11 

of $3.8 million associated with the LNG Facility as part of total base rate 12 

increase requested in this proceeding? 13 

A. Yes.  As explained by FCG witnesses Fuentes and Howard, the total cost of the 14 

LNG Facility is included in the calculation of the total revenue requirements for 15 

the 2023 Test Year and is included in the total base rate increase to become 16 

effective February 1, 2023.   17 

 18 

 As explained by FCG witness Howard, as part of the Stipulation and Settlement 19 

in FCG’s last rate case approved by Commission Order No. PSC-2018-0190-20 

FOF-GU in Docket No. 20170179-GU (the “2018 Settlement”), FCG was 21 

authorized to construct a new LNG Facility and to implement a subsequent 22 

 
3 See footnote 1. 
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increase in its base rates and charges in an amount sufficient to recover an 1 

additional revenue requirement of $3.8 million upon the in-service date of the 2 

LNG Facility.  As explained by FCG witness Howard, the LNG Facility is 3 

currently scheduled to be placed in-service in March 2023.   4 

 5 

 For purposes of determining the revenue deficiency for the 2023 Test Year, as 6 

explained by FCG witness Howard, the updated total cost of the LNG Facility 7 

is included in the 2023 Test Year Per Book forecast sponsored by FCG witness 8 

Campbell and included in the calculation of rate base and net operating income.  9 

As a result, the revenue requirements associated with the updated total cost of 10 

the LNG Facility, including the previously approved $3.8 million in annual 11 

revenue requirements, are included in FCG’s requested $29.0 million4 total base 12 

revenue increase described by FCG witness Fuentes.   13 

 14 

 For these reasons, FCG is proposing to include the total revenue requirements 15 

associated with the LNG Facility as part of its base rate increase to become 16 

effective February 1, 2023.  This will avoid potential customer confusion with 17 

multiple base rate increases over just a few short months (i.e., base rate increase 18 

in February 2023 followed by another base rate increase for the LNG Facility 19 

in March 2023), as well as avoid costs associated with multiple customer 20 

notifications. 21 

 22 

 
4 See footnote 2. 
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Q. How were the previously approved revenue requirements associated with 1 

the FCG’s LNG Facility incorporated into the COSS? 2 

A. Pursuant to the 2018 Settlement, the previously approved revenue increase of 3 

$3.8 million associated with the LNG Facility is to be allocated to the rate 4 

classes consistent with the rate design adopted and reflected in the 2018 5 

Settlement.  Therefore, for cost allocation and rate design purposes, the 6 

previously approved revenue increase of $3.8 million associated with the LNG 7 

Facility was isolated from the rest of FCG’s proposed base rate increase during 8 

rate design and separately allocated to rate classes pursuant to the 2018 9 

Settlement.  This is reflected in  Exhibit TBD-5, Analysis of Proposed Revenue 10 

Requirement Increases.   11 

Q.  How is the ROR by rate class determined? 12 

A. ROR is calculated by dividing NOI by rate base.  The retail jurisdictional ROR 13 

represents the jurisdictional adjusted NOI divided by the jurisdictional adjusted 14 

rate base.  The ROR for each rate class is calculated once the various 15 

components of jurisdictional adjusted rate base and jurisdictional adjusted NOI 16 

are allocated to all rate classes.  ROR on a total retail and on an individual rate 17 

class level are reported in the MFR H schedules. 18 

Q. How are comparisons in ROR by rate class made? 19 

A. A measure of how a rate class’s ROR compares to the total retail ROR can be 20 

computed by dividing the class ROR by the total retail ROR.  The resulting 21 

figure is referred to as the parity index.  A rate class with a parity index of 100% 22 

would earn the same ROR as the retail average and deemed to be precisely at 23 
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parity.  A rate class with a parity index of less than 100%, or below parity, 1 

would earn a ROR that is less than the retail average ROR, while the opposite 2 

would be true for a rate class with an index above 100%.   3 

Q. What does the FCG COSS indicate regarding the retail average ROR and 4 

the parity indices by rate class? 5 

A. At present rates,5 FCG’s COSS shows a projected ROR of 2.75% for the 2023 6 

Test Year, which is the same earned ROR as shown on MFR H-1 Schedule C.  7 

The FCG COSS shows that at present rates, certain rate classes, such as RS-8 

100, RS-600, GS-6K and GS-25K are above parity, while other rate classes, 9 

such as RS-1, GS-1, GS-120K andGS-1250K, are below parity.  MFR H-1 10 

provides the details supporting these results. 11 

Q. Please explain the other results produced in the FCG COSS. 12 

A. As previously mentioned, a COSS also calculates revenue requirements or 13 

proposed revenues by rate class.  Revenue requirements consist of a return on 14 

rate base plus operating expenses and income taxes and represent the level of 15 

revenues required to earn a particular ROR.  Consistent with the Commission’s 16 

filing requirements, three sets of projected revenue requirements by rate class 17 

have been developed.  One set of revenue requirements, shown in MFR H-1 18 

Schedule C, is based on each rate class’s projected individual ROR at present 19 

rates.   20 

 21 

 
5 See footnotes 1 and 2. 
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The second set of revenue requirements, “Equalized at Proposed Rates” 1 

presented on the last line of MFR H-1, Schedule D, provides the equalized 2 

revenue requirements by rate class, that is, at the retail ROR or at 100% parity, 3 

and underlying unit costs for each billing determinant (i.e., demand, energy, 4 

and customer).  The unit costs shown in MFR H-1, Schedule D are derived by 5 

dividing the customer, distribution, demand, and lighting-related revenue 6 

requirements by the appropriate billing units.  The rate classes’ equalized 7 

revenue requirements at the requested retail ROR serve as the initial basis in the 8 

rate design process, which is addressed in my testimony below. 9 

 10 

The third set of revenue requirements, shown in MFR H-1 Schedule B, is based 11 

on FCG’s proposed allocations to each rate class as further described below in 12 

Section V.  MFR H-1, Schedule A shows proposed revenue requirements for 13 

each rate class and proposed rates.   14 

Q. Are other COSS results included in this filing for comparative purposes? 15 

A. Yes.  As referenced in testimony of FCG witness Fuentes, FCG has prepared a 16 

set of revenue requirements that do not include the RSAM.  The COSS that 17 

results from those revenue requirements without RSAM are also included in the 18 

MFR H schedules.  19 

Q. Should the Commission approve the FCG COSS? 20 

A. Yes, the Commission should approve the proposed FCG COSS methodology 21 

and results presented in my testimony.  The methodologies used to allocate rate 22 

base, revenues, and expenses among the rate classes were accurately applied, 23 
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are consistent with the methodology used in FCG’s last rate case in Docket No. 1 

20170179-GU, and align costs and benefits to the customer classes.  The FCG 2 

COSS results accurately represent the cost responsibility of all customers on 3 

FCG’s system. 4 

 5 

V.  ALLOCATION OF RATE INCREASE TO RATE CLASSES 6 

 7 

Q. Please identify the steps necessary to allocate the proposed revenue 8 

requirement into rate design. 9 

A. There are two main steps in the process.  First, the total amount of the proposed 10 

revenue requirement is allocated to the various rate classes based on the COSS.  11 

Each rate class is then analyzed to consider the Commission’s guidelines for 12 

gradualism and the competitive nature of the natural gas industry.  The second 13 

step is to design the specific rate components for each rate class.  In developing 14 

these components – customer charge, distribution charge, and demand charge – 15 

FCG considers rate stability and applies increases and changes ratably where 16 

appropriate based on the cost of providing service while taking into 17 

consideration customer acceptance and understanding, effects on conservation, 18 

objectivity in administering rates, and the competitive nature of the natural gas 19 

industry.   20 

Q. Please describe how the proposed revenue increase is allocated to each rate 21 

class. 22 

A. Revenues are allocated in order to achieve FCG’s requested revenue 23 

requirement.  The COSS provides a guide for evaluating any proposed changes 24 
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to the level of revenues by rate class.  More specifically, the allocation of any 1 

revenue requirement increase should be assessed in terms of its impact on the 2 

ROR and parity index for the respective rate class.  The ROR and parity were 3 

calculated for each rate class at present rates and are provided in Exhibit TBD-4 

3.  When a rate class is under parity, its ROR is less than the overall FCG ROR.  5 

An important goal in setting rates is to move all rate classes as close to the FCG 6 

ROR as is reasonable to minimize cross-class subsidies.   7 

 8 

FCG has set the proposed revenues by rate class to improve parity among the 9 

rate classes to the greatest extent possible, while following the Commission 10 

practice of gradualism and considering the competitive nature of the natural gas 11 

industry as further discussed below.  The proposed revenues for each rate class 12 

are presented in Exhibit TBD-3, Table 2. 13 

Q. Please explain why FCG is applying the Commission’s guidelines for 14 

gradualism. 15 

A. The Commission has clearly supported the concept that rates should be based 16 

on the fully allocated cost of service method with the objective of achieving 17 

parity among rate classes.  The Commission has also supported the concept of 18 

gradualism when moving rate classes closer to parity in rate proceedings.  FCG 19 

calculated the ROR and parity for each rate class at present rates, which are 20 

provided in Exhibit TBD-3.  As indicated therein, parity indices vary by rate 21 

class, with some class indices well above parity while others fall well below 22 

parity.  Moving all rate classes to parity could result in one or more rate classes 23 
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receiving an overly large revenue requirement increase.  In response to this 1 

concern, FCG has applied the Commission’s “gradualism” principle to allocate 2 

costs by rate class.  The concept of gradualism, as applied in Florida, limits the 3 

revenue increase for each rate class to 1.5 times the system average increase in 4 

total operating revenues, including adjustment clauses, and provides that no rate 5 

class be decreased.   6 

 7 

FCG has not had a general base rate increase since 2018 and is requesting a 8 

44% increase in total revenues for the 2023 Test Year.  Under the Commission’s 9 

guideline of gradualism, any increase to a rate class is limited to 1.5 times 44%, 10 

or 66%.  As shown on Exhibit TBD-3, under FCG’s proposed rates, no class is 11 

receiving more than a 56% increase including the transfer of SAFE revenue 12 

requirements from clause to base and the addition of previously approved LNG 13 

revenues.  The revenue increase net of these pre-approved items is 29.7% as 14 

shown on Exhibit TBD-5.    15 

Q. Why is it appropriate to consider the competitive nature of the gas industry 16 

when allocating revenues?  17 

A. Unlike electric customers, natural gas customers have many alternative fuel 18 

sources, such as electric, fossil fuels, and biofuels, and can switch from natural 19 

gas service if it becomes uneconomical.  Additionally, if natural gas service 20 

becomes uneconomical, large CI customers can bypass FCG’s system or 21 

relocate their business outside of FCG’s service territory or even the state of 22 

Florida.  If customers were to leave FCG’s system, it would both reduce FCG’s 23 
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revenues and the customer base from which FCG’s costs are recovered.  1 

Essentially, FCG could be left with stranded, unrecovered costs and expenses 2 

that were prudent at the time the investment was made.  Therefore, in designing 3 

natural gas rates it is appropriate to consider the competitive nature of the 4 

natural gas industry to mitigate the potential for fuel switching and bypass, 5 

particularly for the large CI customers who have a significant impact on FCG’s 6 

revenues and costs.   7 

 8 

FCG’s COSS indicates that parity indices vary by rate class, with some class 9 

indices well above parity while others fall well below parity.  Moving all rate 10 

classes to parity, even when applying the Commission’s gradualism guidelines, 11 

could result in disproportionate increases to certain large CI customer classes 12 

that could, without adjustment, make switching or bypass more economical 13 

than continuing to receive natural gas service from FCG.  As shown on Exhibit 14 

TBD-3 the large CI rate classes GS-120K and GS-1250K are significantly under 15 

parity at present rates and, therefore, would have received an increase of 66% 16 

if taken to the full 1.5 times system average limit of the Commission’s principle 17 

of gradualism.  However, to address the potential for fuel switching and bypass, 18 

FCG slightly reduced the proposed increases to rate classes GS-120k and GS-19 

1250K. 20 
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Q. What impact would FCG’s proposed revenues by rate class have on 1 

parity? 2 

A. As shown in Exhibit TBD-3 Table 2, under FCG’s proposed revenues by rate 3 

class, the parity of all rate classes except GS-120K is improved.  As previously 4 

discussed, to mitigate the bill impacts on large CI customers that were 5 

significantly under parity, lower percentage increases than were allowed under 6 

gradualism, were given to the large CI rate classes GS-120K and GS-1250K.  7 

While this resulted in a rate increase to both rate classes, the increase did not 8 

improve the parity of the GS-120K rate class. 9 

Q. How does FCG propose to achieve these proposed revenues by rate class? 10 

A. FCG proposes to achieve these proposed revenues through changes to existing 11 

rates while incorporating proposed revisions to service charges further 12 

described below.  Each element of FCG’s proposal is outlined below.  13 

 14 

VI.  TARIFF CHANGES 15 

 16 

Q.  Please explain FCG’s objective for the proposed changes to existing rates. 17 

A. The proposed changes to existing rates are consistent with the objectives of 18 

providing rates that are cost-based, send appropriate price signals, and are 19 

understandable to customers. 20 

Q. Please describe in general terms the methodology you used in developing 21 

the proposed changes to FCG’s existing base rates. 22 

A. Exhibit TBD-3 Table 1 shows the maximum increase if all rate classes were to 23 
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achieve 100% parity.  To develop FCG’s proposed increases by rate class 1 

shown on Exhibit TBD-3 Table 2, consideration was given to both the 2 

Commission’s gradualism guidelines and the competitive nature of the natural 3 

gas industry for each class’s proposed rate of return to achieve the overall rate 4 

increase by rate class. 5 

 6 

First, the previously approved LNG revenue requirements were subtracted from 7 

each rate class based on the required allocations.  Next, customer charges and 8 

demand charges were increased by 25% for all rate schedules except the 9 

standby generator schedules.  For those rate schedules, customer rates were 10 

increased by 50% to account for the additional metering costs.  The projected 11 

revenues from the customer and demand charges were then subtracted from the 12 

total proposed revenue requirements for each class and the balance of the 13 

increase was applied to the distribution rates.  The resulting projected revenues 14 

and increases by rate class are presented in TBD-3 Table 2.  15 

Q. Please describe the methodology used to recover the proposed revenues 16 

from the gas lighting rate class. 17 

A. The revenue requirements allocated to the gas lighting rate class were divided 18 

by the number of therms forecasted for the rate class to develop a cents per 19 

therm gas lighting rate. 20 

Q. Is FCG proposing any changes to the residential Tariffs? 21 

A. No.  FCG is only proposing to change the base rates in order to achieve the 22 

proposed revenues for the residential rate classes. 23 
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Q. Is the Company proposing any changes to the CI Tariffs? 1 

A. No.  FCG is only proposing to change the base rates in order to achieve the 2 

proposed revenues for the CI rate classes. 3 

Q. Is FCG proposing any new tariffs, rate schedules, or riders? 4 

A. No. 5 

Q. Is the Company proposing any changes to its service charges? 6 

A. Yes.  The Company is proposing to adjust some of its miscellaneous charges to 7 

ensure that costs generated by individual customer requests are recovered from 8 

the customers requiring the service, instead of spreading them over the general 9 

body of customers.  FCG’s proposed service charge updates can be found in the 10 

“Summary of Other Operating Revenue” shown on MFR H-1, Schedule A.  The 11 

support for these charges is set forth in MFR Schedule E-3, which is sponsored 12 

by FCG witness Howard.  The resulting revenue increases are included in the 13 

COSS and accounted for in the Company’s final rates as presented in MFR H-14 

1.   15 

Q. Which MFRs provide additional information on the proposed changes to 16 

existing rates that you have outlined? 17 

A. Proposed changes to existing base rates by rate schedule can also be found on 18 

MFR E-2.  Legislative and clean versions of FCG’s proposed Tariff sheets are 19 

provided in MFR E-9. 20 

 21 

 22 
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VII.  CONCLUSIONS 1 

 2 

Q. Please summarize your cost analysis and rate design. 3 

A. The proposed rates should be approved as they will provide revenues to meet 4 

the Company’s revenue requirement in this case.  The rates are designed to 5 

move the rate classes towards parity, while adhering to the Commission’s 6 

practice of not increasing any class more than 1.5 times the system average 7 

increase in revenue with clauses, and not providing any rate decreases, as well 8 

as considering the competitive nature of the natural gas industry and customers’ 9 

ability to switch fuel or bypass if natural gas service becomes uneconomical. 10 

Q. Does this conclude your direct testimony? 11 

A. Yes. 12 
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Other includes clause and gross receipt tax

CAGR 2019-2026: 5.9%

Base Other
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Other includes clause and gross receipt tax

CAGR 2019-2026: 5.5%
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Other includes clause and gross receipt tax
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Base Other

Other includes clause and gross receipt tax

CAGR 2019-2026: 5.7%
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