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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Sea Robin Pipeline Company, LLC § Docket No. RP07-__ -000
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PREPARED DIRECT TESTIMONY
OF
RICKEY J. BROCATO

Please state your name and business address.

My name is Rickey J. Brocato. My business address is 5444 Westheimer Road,
Houston, Texas 77056.

By whom are you employed?

I am employed by the Panhandle Energy pipeline group of companies as Manager
of Cost of Service in the Rates and Regulatory Affairs Department. In this
capacity, I work for Sea Robin Pipeline Company, LLC (“Sea Robin”).

How long have you been employed by the Panhandle system?

Since December 1974.

Please describe your employment history with the Panhandle system.

I joined Texas Eastern Transmission Corporation as a Junior Accountant in the
Controllers department in December 1974. 1 was subsequently promoted to the
positions of Accountant, Senior Accountant, Assistant Supervisor and Supervisor
in that department. With the merger of Texas Eastern with Panhandle Eastern
Corporation, I assumed the position of Supervisor of Cost of Service in the

Regulatory Affairs department. In August 1990, I assumed my present position as
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Manager of Cost of Service. I assumed that function for Florida Gas Transmission
Company, LLC with the acquisition of the CrossCountry Energy pipelines from
Enron Corp. by Southern Union Company in November 2004.
What are your present duties?
My present duties include supervising the preparation of Cost of Service studies,
and presentations as required for regulatory proceedings.
What is your educational background?
I graduated from Louisiana Tech University in 1974 with a Bachelor of Science

degree in Accounting.

. Have you previously submitted testimony before the Federal Energy Regulatory

Commission?

. Yes. I have submitted testimony in Trunkline Gas Company, Docket No. RP92-165-

000, Trunkline Gas Company, Docket No. RP94-164-000, Trunkline Gas Company,

Docket No. RP96-129-000, Transwestern Pipeline Company, LLC, Docket No.

RP06-614-000, and Southwest Gas Storage Company, Docket No. RP07-34-000.

What is the scope of your testimony in this proceeding?

My testimony sets forth the adjusted Gas Plant, Accumulated Provision for
Depreciation and Amortization, Working Capital, and the amount of Taxes Other
Than Income included in the Cost of Service.

What Exhibits are you responsible for in this proceeding?

The following exhibits and schedules support my testimony and have been

prepared by me or under my supervision:
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Exhibit No. Reference Description
SR-28 Statement C Gas Plant
SR-29 Statement D Accumulated Provision for
Depreciation, Depletion and
Amortization
SR-30 Statement E Working Capital
SR-31 Statement H(4) Other Taxes

How was Sea Robin's Gas Plant determined?

The adjusted Gas Plant balance included in Rate Base is $315,939,754. Page 1 of
my Exhibit No. SR-28 shows by primary account the Gas Plant balance at the
beginning and end of the Base Period, including the additions, reductions and other
changes during the Base Period, together with the necessary adjustments to arrive
at the adjusted balance. Page 6 of this exhibit summarizes the adjustments to Gas
Plant.

What adjustments did you make to Gas Plant?

The total of the adjustments to Base Period Gas Plant is a $6,902,187 increase, as
shown at Line 5, on Page 1, of Exhibit No. SR-28. These adjustments also reflect
additions, retirements and transfers of Gas Plant projected for the Test Period.
What are the various Gas Plant adjustments you have made as shown on
Exhibit No. SR-28?

The adjustments, as summarized at Page 6 of my exhibit are as follows:

Adjustment No. 1 transfers amounts recorded in Account No. 106 - Completed

Construction Not Classified, at the end of the Base Period to Gas Plant in Service,
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Account No. 101; Adjustment No. 2 removes from Gas Plant in Service asset

retirement costs related to future Asset Retirement Obligations in accordance with

Section 154.315 of Title 18 of the Code of Federal Regulations; Adjustment No. 3

removes from Gas Plant in Service the original cost of plant which is to be retired

during the Test Period; and Adjustment No. 4 records to Account No. 101 - Gas

Plant in Service, the expenditures projected to be placed in service during the Test
Period, including actual amounts included in Account No. 107 - Construction
Work in Progress as of the end of the Base Period.

What is the total Accumulated Provision for Depreciation?

Accumulated Provision for Depreciation, Depletion and Amortization is
$253,948,594. The Accumulated Provision for Depreciation is summarized in
Exhibit No. SR-29, Page 1. The Base Period activity is shown in Columns (b)
through (d) and the Test Period adjustments in Column (f). Column (e), the total
reserve at the end of the Base Period, is added to Column (f), to obtain the total
accumulated provision, as adjusted, which is shown in Column (g).

What adjustments did you make to the Accumulated Provision for
Depreciation shown on Exhibit No. SR-29?

The adjustments totaling ($100,037), shown on Page 2 of my Exhibit No. SR-29,

are as follows: Adjustment No. 1, as shown on Page 3 of Exhibit No. SR-29,

totaling $2,866,977, reflects Depreciation and Amortization of Gas Plant projected

to be recorded during the Test Period. Adjustment No. 2 removes from

Accumulated Provision for Depreciation asset retirement costs related to future
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Asset Retirement Obligations as of the end of the Base Period ($49,133) as shown

in my Exhibit No. SR-28, Page 7. This adjustment reflects Section 154.315 of

Title 18 of the Code of Federal Regulations. Adjustment No. 3 adjusts

Accumulated Reserve for retirements during the Test Period as shown on my
Exhibit No. SR-29, Page 2. The adjustment to Accumulated Reserves for Major
Retirements is reflected in detail on my Exhibit No. SR-28, Page 8.

Have you prepared an exhibit showing the amount of Working Capital
included in the Cost of Service?

Yes. Exhibit No. SR-30 which sets forth the working capital components for
Materials and Supplies and Prepayments in the amount of $956,972. The
Materials and Supplies (M&S) component, $748,730, is shown on Page 2 of my
Exhibit No. SR-30. Page 3 of this Exhibit shows the determination of the Rate
Base requifement claimed for Prepayments, $208,242.

How was the amount claimed for Materials and Supplies determined?

The determination is shown on Page 4 of Exhibit No. SR-30. For Stores Account
154, Column (a), the average of the monthly balances for the 13 month period
ending November 30, 2007 — the end of the Test Period was projected. The
difference between the average of the monthly balances for the 13 month period
ending November 30, 2007, the end of the Test Period, and average of the monthly
balances for the 13 month period ending February 28, 2007, the end of the Base
Period, results in an increase of $182,581 for total materials and supplies as

reflected on Line 17 of Page 4 of my Exhibit No. SR-30. The adjustment for
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Stores Account 154 is reflected on Page 2 of my Exhibit No. SR-30, Line 16, as an
adjustment to the monthly balances for the 13 month period ending February 28,
2007, shown on Page 2 of my Exhibit No. SR-30, Line 15. With this adjustment,
the level of Materials and Supplies claimed in Rate Base is $748,730.
How was the amount claimed for Prepayments determined?
The determination is shown on Page 5 of Exhibit No. SR-30. For Prepaid
Insurance, Column (a), and Rent, Column (b), and Other Prepayments, Column (c),
the average of the monthly balances for the 13 month period ending November 30,
2007 — the end of the Test Period was projected. The difference between the
average of the monthly balances for the 13 month period ending November 30,
2007, the end of the Test Period, and average of the monthly balances for the 13
month period ending February 28, 2007, the end of the Base Period, results in an
increase of $83,371 for total prepayments as reflected on Line 17 of Page 5 of my
Exhibit No. SR-30. The adjustment for each of the prepayments is reflected on
Page 3 of my Exhibit No. SR-30, Line 16, as an adjustment to the monthly
balances for the 13 month period ending February 28, 2007, shown on Page 3 of
my Exhibit No. SR-30, Line 15. With this adjustment, the level of Prepayments
claimed in Rate Base is $208,242.
Does your testimony propose that any level of Cash Working Capital be
included?
No. In lieu of providing a lead-lag study Sea Robin has proposed a zero allowance

for Cash Working Capital.



10

11

12

13

14

15

16

17

18

19

20

21

22

> © > O

°

EXHIBIT NO. SR-27
Docket No. RPO7-  -000
Page 7 of 8
Do you have an exhibit for Taxes-Other Than Income Taxes?
Yes. Exhibit No. SR-31 sets forth adjusted tax expense by type of tax and taxing
authority.
What is the total amount claimed for Taxes-Other Than Income Taxes?
$315,335, as shown on Line 4, Column (c), of Page 1 of my Exhibit No. SR-31.
What is the amount of Ad Valorem Taxes?
The amount of Ad Valorem Taxes is $90,228. This amount is shown by state on
Page 2 of my Exhibit No. SR-31.
How were Ad Valorem Taxes computed?
To compute Ad Valorem Taxes, the estimated assessment ratios and applicable tax
rates for 2007 were applied to the fair market value of assets subject to property
taxes in the state of Louisiana. The overall result is a $47,157 increase in the
amount of Ad Valorem Taxes.
What is the basis for the fair market value of assets subject to property taxes?
Louisiana’s fair market value of assets subject to property taxes includes the
taxable value of Gas Plant as of January 1, 2007, reduced for depreciation and
adjusted for Net Plant additions and retirements during the Test Period.
What is the amount of Payroll Taxes?
$224,286 of Payroll Taxes are included in the adjusted Cost of Service, as detailed
on Page 3 of my Exhibit No. SR-31. Federal Insurance Contribution Act Taxes
were adjusted by $14,792 for Social Security Taxes and $973 for Medicare Taxes,

to reflect the adjustment to operation and maintenance labor expenses as shown on
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Page 4 of Mr. Biediger’s Exhibit No. SR-21. Federal and State Unemployment
Taxes were the actuals recorded on the books and records of the company for the
Base Period.
What is the amount of Miscellaneous Taxes?
$821 of Miscellaneous Taxes are reflected in the adjusted Cost of Service, as
detailed on Page 4 of my Exhibit No. SR-31. This is the actual amount incurred
during the Base Period.
What effect did the adjustments which you described have upon the amount
claimed for Taxes-Other Than Income Taxes?
The net of the adjustments described above and shown on Page 1 of Exhibit No.
SR-31, results in an increase of $62,922 over the base year expense per books of
$252,413, to arrive at the amount claimed in the Cost of Service of $315,335.
Does this complete your prepared direct testimony?

Yes, it does.



The State of Texas}
} SS.
County of Harris }

BEFORE ME, the undersigned authority, on this day personally appeared
Rickey J. Brocato, who being by me first duly sworn, on oath deposes and says:

That he is the Rickey J. Brocato, offering the foregoing prepared direct testimony
and that all statements of fact contained therein are true and correct to the best of his

knowledge, information and belief.

oo D Broeets

Ricke@@B}ocato

Subscribed and sworn to before me this 27™ day of June, 2007.
1,. ' (% | ; Notary Public

My Commission Expires:

April 6, 2010
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Page 7

Docket No. RP0O7-___ -000
SEA ROBIN PIPELINE COMPANY, LLC Schedule C-1.1(1)

Adjustment No. 2
To Remove the Asset Retirement Obligation from Gas Plant In Service
Twelve Months Ended February 28, 2007, As Adjusted

Accumulated

Line Gas Plant Reserve for
No. Description In Service Depreciation
(a) (b)
1 Gathering Plant - ARO Asset $ (1,285,472) § (20,862)
2 Transmission Plant - ARO Asset (88,106) (28,271)

3 Total $ (1,373,578) $ (49,133)
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SEA ROBIN PIPELINE COMPANY, LLC Schedule C-1.1(2)

Adjustment No. 3

Major Retirements to be Completed During Test Period
Twelve Months Ended February 28, 2007 As Adjusted

Accumulated

Line Gas Plant Reserve for
No. Description In Service Depreciation
(2) (b)
Gathering
To remove 1.9 Miles of 12-Inch Line 706.2
1 Eugene Island 196 to 206 (879,340) $ 879,340
Transmission
To remove Line 721-1, East Cameron
2 Block 38, Offshore Louisiana (925,980) 925,980
3 Total (1,805,320) § 1,805,320
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Docket No. RP07-___-000
SEA ROBIN PIPELINE COMPANY, LLC Schedule C-3

Storage Projects Owned
Twelve Months Ended February 28, 2007, As Adjusted

Line
No. Description

1 None
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SEA ROBIN PIPELINE COMPANY, LLC

Exhibit No. SR-30
Page 1

Docket No. RPO7-__ -000

STATEMENT E

Working Capital

Twelve Month Ended February 28, 2007, As Adjusted

Line Total
No. Description Reference As Adjusted
(@)
1 Cash Working Capital $ -
2 Materials and Supplies Schedule E-2, Page 1 748,730
3 Prepayments Schedule E-2, Page 2 208,242
4 Total $ 956,972
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Docket No. RP07-___ -000

SEA ROBIN PIPELINE COMPANY, LLC Schedule E-2
Page 1
Monthly Balances for Materials and Supplies
Twelve Months ended February 28, 2007, As Adjusted
Undistributed
Line Stores Stores Exp.
No. Year Month Account 154 Account 163 Total
(@) (b) (c)

1 2006 February $ 157,392 - $ 157,392
2 March 157,392 - 157,392
3 April 157,392 - 157,392
4 May 157,392 - 157,392
5 June 750,782 - 750,782
6 July 750,782 - 750,782
7 August 750,782 - 750,782
8 September 750,782 - 750,782
9 October 750,782 - 750,782
10 November 750,782 - 750,782
11 December 750,782 - 750,782
12 2007 January 737,446 - 737,446
13 February 737,446 - 737,446
14 Total $ 7,359,934 - $ 7,359,934
15 Average - 13 months $ 566,149 - $ 566,149
16 Adjustment - Schedule E-2 Page 3 182,581 - 182,581
17 Prepayments Claimed $ 748,730 - $ 748,730
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SEA ROBIN PIPELINE COMPANY, LLC Schedule E-2
Page 2
Monthly Balances for Prepayments
Twelve Months Ended February 28, 2007, As Adjusted
Line
No. Year Month Insurance Rents Other Total
(a) (b) (c) (d)

1 2006 February $ 134,304 $ - (116,510) $ 17,794
2 March 97,354 - 32,213 129,567
3 April 85,144 - 26,844 111,988
4 May 43,291 - 21,475 64,766
5 June 1,409 - 16,106 17,515
6 July 14,843 - 10,737 25,580
7 August 7,419 - 5,368 12,787
8 September 209,492 - - 209,492
9 October 259,531 - - 259,531
10 November 214,929 - - 214,929
11 December 170,327 - - 170,327
12 2007 January 205,160 - - 205,160
13 February 147,731 - 36,156 183,887
14 Total $ 1,590,934 § - 32,389 % 1,623,323
15 Average - 13 months $ 122,380 § - 2491 § 124,871
16 Adjustment - Schedule E-2 Page 4 74,737 - 8,634 83,371
17 Prepayments Claimed $ 197,117 § - 11,125  § 208,242
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SEA ROBIN PIPELINE COMPANY, LLC Schedule E-2
Page 3
Adjustment for Materials & Supplies
Twelve Months ended February 28, 2007, As Adjusted
Undistributed
Line Stores Stores Exp.
No. Year Month Account 154 Account 163 Total
(@) (b) (c)

1 2006 November $ 750,782  § - $ 750,782
2 December 750,782 - 750,782
3 2007 January 737,446 - 737,446
4 February 737,446 - 737,446
5 March 750,782 - 750,782
6 April 750,782 - 750,782
7 May 750,782 - 750,782
8 June 750,782 - 750,782
9 July 750,782 - 750,782
10 August 750,782 - 750,782
11 September 750,782 - 750,782
12 October 750,782 - 750,782
13 November 750,782 - 750,782
14 Total $ 9,733,494 $ - $ 9,733,494
15 Average - 13 Months $ 748,730 $ - $ 748,730
16 Average - 13 Months Ended Feb-07 566,149 - 566,149

17 Adjustment $ 182,581  § - $ 182,581
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SEA ROBIN PIPELINE COMPANY, LLC Schedule E-2
Page 4
Adjustment for Prepayments
Twelve Months Ended February 28, 2007, As Adjusted
Line
No. Year Month Insurance Rents Other Total
(a) (b) (c) (d)

1 2006 November $ 214,929 § - $ - $ 214,929
2 December 170,327 - - 170,327
3 2007 January 205,160 - - 205,160
4 February 147,731 - 36,156 183,887
5 March 90,302 - 30,991 121,293
6 April 85,255 - 25,826 111,081
7 May 40,486 - 20,661 61,147
8 June 10,194 - 15,496 25,690
9 July 410,749 - 10,331 421,080
10 August 319,645 - 5,166 324,811
11 September 228,541 - - 228,541
12 October 365,153 - - 365,153
13 November 274,049 - - 274,049
14 Total $ 2,562,521 $ - $ 144,627 $ 2,707,148
15 Average - 13 Months $ 197,117 $ - $ 11,125  $ 208,242
16 Average - 13 Months Ended Feb-07 122,380 - 2,491 124,871

17 Adjustment $ 74,737 $ - $ 8634 § 83,371
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Docket No. RP07-___-000
STATEMENT H-4

Page 1
SEA ROBIN PIPELINE COMPANY, LLC
Summary - Other Taxes
Twelve Months Ended February 28, 2007, As Adjusted
Line Expense . Total
No. Description Per Books Adjustments Taxes Claimed
(a) (b) (c)
1 Ad Valorem $ 43,071  § 47,157 $ 90,228
2 Payroll 208,521 15,765 224,286
3 Miscellaneous 821 - 821
4 Total $ 252,413  $ 62,922 $ 315,335
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STATEMENT H-4

Page 2
SEA ROBIN PIPELINE COMPANY, LLC
Ad Valorem Taxes
Twelve Months Ended February 28, 2007, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
@ (b) ()
1 Louisiana $ 43,071 % 47,157 90,228
2 Total Ad Valorem Taxes $ 43,071 $ 47,157 90,228
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STATEMENT H-4

Page 3
SEA ROBIN PIPELINE COMPANY, LLC
Payroll Taxes
Twelve Months Ended February 28, 2007, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(@) (b) (c)
Federal Insurance Contributions Act
1 Social Security Taxes $ 159,911 14,792 § 174,703
2 Medicare Taxes 40,760 973 41,733
3 Federal Unemployment Taxes 2,149 - 2,149
4 State Unemployment Taxes 5,701 - 5,701
5 Total Payroll Taxes $ 208,521 15,765 § 224,286
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STATEMENT H-4

Page 4
SEA ROBIN PIPELINE COMPANY, LLC
Miscellaneous Other Taxes
Twelve Months Ended February 28, 2007, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(a) (b) (c)
Franchise Taxes
1 Delaware $ 200 - $ 200
2 Total Franchise Taxes 200 - 200
3 Louisiana Compressor Use Tax 621 - 621
4 Total Miscellaneous Other Taxes $ 821 - $ 821
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Page 6
Docket No. RP0O7-
SEA ROBIN PIPELINE COMPANY, LLC
Schedule H-4
Adjustment to Other Taxes - FICA Page 2
Twelve Months Ended February 28, 2007, As Adjusted
Line
No. Description Detail Adjustment
(a) (b)
1 Compensation for the 12 months ended 2/28/2007 $ 2,846,971
2 O&M Adj. No. 5(b) - Corporate Labor for the 12 months ended 2/28/2007 (212,578)
3 Net Compensation Subject to Payroll Taxes $ 2,634,393
4 FICA Taxes - OASDI for the 12 months ended 2/28/2007 $ 159,911
5 OASDI "Load Factor” (Line 4 / Line 3) 6.07%
6 Adjusted Compensation Subject to Payroll Taxes $ 3,320,496
7 O&M Adj. No. 5(b) - Test Period Corporate Labor (442,352)
8 Net Compensation Subject to Payroll Taxes $ 2,878,144
9 FICA Taxes - OASDI, As Adjusted (Line 5 x Line 8) $ 174,703
10 Adjustment to FICA Taxes - OASDI (Line 9 - Line 4) $ 14,792
11 FICA Taxes - Medicare, As Adjusted (Line 8 x 1.45%) $ 41,733
12 FICA Taxes - Medicare for the 12 months ended 2/28/2007 40,760
13 Adjustment to FICA Taxes - Medicare (Line 12 - Line 13) 973
14 Total Adjustment $ 15,765



