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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Florida Gas Transmission Company § Docket No. RP10-__ -000
PREPARED DIRECT TESTIMONY
OF
WILLIAM W. GRYGAR

Please state your name and business address.

My name is William W. Grygar. My business address is 5444 Westheimer Road,
Houston, Texas 77056.

By whom are you employed and in what capacity?

I am Vice President of Rates and Regulatory Affairs for Panhandle Eastern Pipe
Line Company, LP (“Panhandle”) and Florida Gas Transmission Company, LLC
(“FGT”). Isupervise the Rates and Regulatory Affairs Department for the
Panhandle Energy pipeline group of companies. In addition to Panhandle and
FGT, these companies include Trunkline Gas Company, LLC, Trunkline LNG
Company, LLC, Sea Robin Pipeline Company, LLC and Southwest Gas Storage
Company.

What is your employment history with the Panhandle Energy pipeline group?
Starting in February 1973, I have held various positions of increasing
responsibility relating to rates and regulatory affairs for the interstate pipelines.
What is your educational background?

I graduated from the University of Texas in May 1969 with a Bachelor of Business

Administration Degree with a major in Finance. In December 1972, I received a
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Master of Business Administration degree from Southwest Texas State University.
I am a certified public accountant.
Are you a member of any professional associations?
Yes. I am a member of the American Institute of Certified Public Accountants, the
Texas Society of Certified Public Accountants, and the Rate Committee of the
Interstate Natural Gas Association of America (“INGAA”).
Have you previously given testimony before the Federal Energy Regulatory
Commission?

Yes. My most recent testimony was submitted in Panhandle Eastern Pipe Line

Co., Docket No. RP92-166-000, Trunkline Gas Co., Docket No. RP96-129-000,

Transwestern Pipeline Company, LLC, Docket No. RP06-614-000, Sea Robin

Pipeline Company, LLC, Docket No. RP07-513-000, Southwest Gas Storage

Company, Docket No. RP07-541-000, and Trunkline LNG Company, LLC,

Docket No. RP(09-816-000.

What is the purpose of your testimony in this proceeding?

My testimony will discuss Functionalization, Classification, and Allocation of the
Overall Cost of Service for the FGT filing in this proceeding. Specifically, I will
discuss: (1) certain aspects of cost classification, cost allocation, and the
assignment and allocation of costs to FGT’s transportation rate areas, and (2) the
roll-in justification for FGT’s Phase VII expansion project.

What Base Period is utilized by FGT for this filing?
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FGT has used a Base Period reflecting the actual data for the twelve months ended

May 31, 2009. Adjustments were incorporated for known and measurable changes

which will occur during the nine months succeeding the end of the Base Period,

through February 28, 2010 (“Adjustment Period”). The Base Period, as adjusted

for changes occurring in the Adjustment Period, is referenced as the “Test Period”.

What exhibits are you responsible for in this proceeding?

I am responsible for the following exhibits:

Exhibit No. Reference
FGT-42 Schedule I-1.1
Schedule I-1.2
FGT-43 Schedule I-2.1
Schedule 1-2.2
FGT-44 Schedule I-1(b)
FGT-45 Schedule I-1(c).1
FGT-46 Schedule I-1(d)
Schedule I-1(d).1
FGT-47 Schedule I-3
FGT-48 Schedule I-1(c).2
Schedule I-1(d).2
FGT-49 Schedule J-1.3

Description

Functionalization of the Cost of
Service for Non-Incremental
Facilities and Incremental Facilities

Classification of the Cost of Service
for Non-Incremental Facilities and
Incremental Facilities

Incremental and Non-Incremental
Facilities Cost of Service Detail

Cost of Service for Non-Incremental
Facilities — Western Division and
Market Area

Allocation of Common or Joint Costs
to Non-Incremental Facilities and
Incremental Facilities

Allocation of the Cost of Service to
Transportation Services

Cost of Service for Incremental
Facilities — Phase VII Expansion

Roll-In Analysis — Phase VII
Expansion
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Were the statements and schedules contained in the above-referenced exhibits

prepared by you or at your direction?

Yes.

FUNCTIONALIZATION
How is FGT’s cost of service functionalized?
Exhibit No. FGT-42 sets forth the functionalization of the Cost of Service for the
Non-Incremental Facilities (Page 1) and the Incremental Facilities (Page 2). This
exhibit reflects the Cost of Service provided by FGT Witness Rickey J. Brocato.
This functionalization reflects that all of the Cost of Service is classified as
transmission. FGT does not have any storage or gathering facilities.

CLASSIFICATION

Are these functionalized costs further classified?

Yes, the functionalized costs have been classified in relationship to their
characteristics as either fixed or variable costs. This classification is shown in
Columns (a) through (d) on Pages 1 and 2 and Page 4 of my Exhibit No. FGT-43.
Page 1 of Exhibit No. FGT-43 is a summary of the classification of the
transmission cost of service for the Non-Incremental Facilities for the twelve
months ended May 31, 2009, as adjusted. Page 2 of Exhibit No. FGT-43 is a
summary of the classification of the Non-Incremental Facilities Western Division
cost of service for the twelve months ended May 31, 2009, as adjusted. Page 4 of
Exhibit No. FGT-43 is the classification of the cost of service for the Incremental

Facilities for the twelve months ended May 31, 2009, as adjusted.
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For purposes of your testimony and exhibits, how do you define fixed costs
and variable costs?
Fixed costs are those costs which do not vary materially when gas throughput
varies and variable costs are those costs which vary directly and materially with
system throughput.
What rate design methodology does FGT use in its filing?
FGT uses the Straight Fixed Variable (“SFV”’) methodology for cost classification,
cost allocation and rate design. Under this method, all of the transmission fixed
costs, including return on equity and related income taxes, are included in the
reservation component of transportation rates, and all variable costs are included in
the usage component of transportation rates.
Once costs have been classified as either fixed or variable, how are they
further classified?
Once costs have been identified as either fixed or variable, the costs are then
classified for purposes of cost allocation and rate design as either reservation or
usage. Page 1 of Exhibit No. FGT-43 shows the classification of the cost of
service between the reservation and usage components using SFV principles in
Columns (e) and (f) for the Non-Incremental Facilities. The only costs classified
as variable are costs associated with the non-labor expenses for the operation and
maintenance of compressor stations, as shown on Lines 4 and 16.
The classification of the Western Division cost of service by account

between the reservation and usage components under SFV principles is shown on
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Page 2. The only costs assigned to the usage component are variable costs

associated with the non-labor expenses for the operation and maintenance of

compressor stations and credits to the cost of service as shown on Lines 4 and 16.

The classified Western Division cost of service, as further categorized between

mileage-related and non-mileage-related transmission costs, is shown on Page 3.

Administrative and general expenses, supervisory and engineering expenses, costs

associated with general and intangible plant, with the exception of general plant

land owned in fee, are categorized as non-mileage-related, while all remaining

costs are categorized as mileage-related.

Page 4 of Exhibit No. FGT-43 shows the classification of the cost of

service between the reservation and usage components using SFV principles in

Columns (e) and (f) for the Incremental Facilities. The only costs classified as

variable and assigned to the usage component are costs associated with the non-

labor expenses for the operation and maintenance of compressor stations, as shown

on Lines 4 and 16.

COST ASSIGNMENT AND ALLOCATION

What is the basis for the cost assignment and allocation underlying FGT’s
transportation rates?

A separate Cost of Service has been determined for the Non-Incremental and
Incremental Facilities, as shown on Exhibit No. FGT-44. The Non-Incremental
Facilities were further subdivided between the Market Area and the Western

Division as shown on Exhibit No. FGT-45. Rate Base and Cost of Service
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components identifiable by area were assigned directly to the appropriate rate area,

while common or general components were allocated based on direct plant and

direct labor utilization factors. FGT continues to allocate common or shared

operation and maintenance expenses (“O&M Expenses”) between Non-

Incremental and Incremental Facilities in accordance with the August 25, 1992

Stipulation and Agreement in Docket No. RP92-182, et al. (“Phase 111

Settlement”). Administrative and General Expenses are allocated using the

Kansas-Nebraska methodology pursuant to the Settlement in Docket No. RP04-12,

et al. The methodology to develop the cost of service for each transportation
service rate area is consistent with the Commission’s policy to avoid subsidization
of some shippers by others.

Please explain your Exhibit No. FGT-44 and Exhibit No. FGT-45.

Exhibit No. FGT-44 is a summary of the Non-Incremental Facility and Incremental
Facility Cost of Service. The components of the Cost of Service for each system
are detailed on Pages 2 through 11 of this exhibit. Similarly, Exhibit No. FGT-45
is a summary of the Non-Incremental Facilities Cost of Service subdivided
between the Market Area and the Western Division rate areas. The Western
Division cost of service is further subdivided between the mileage and non-mileage
components of the cost of service. Western Division costs are categorized between
mileage and non-mileage components based on the nature of the cost, as described
above.

Please explain your Exhibit No. FGT-46.
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- Exhibit No. FGT-46, Pages 1 through 10, shows the basis of allocation for

miscellaneous intangibles/software, prepayments and other taxes to the Non-
Incremental and Incremental Facilities by the various transportation service rate
areas within each. Page 11 of Exhibit No. FGT-46 shows the calculation of
depreciation expense for the compression facilities for the Non-Incremental and
Incremental Facilities by the various transportation service rate areas.

Exhibit FGT-46, Pages 12 through 22, reflects the methods and calculations
used to assign and, in appropriate circumstances, to allocate the Non-Incremental
Facilities” common or general costs between the Market Area and the Western
Division (mileage/non-mileage areas). Specifically, Pages 12 through 22 show the
various allocation units and resulting factors used to allocate general or common
costs to these rate areas utilizing either direct plant or direct labor ratios.

After the cost of service has been developed for each of the transportation
service rate areas, how are the costs allocated to the transportation services?
My Exhibit No. FGT-47 sets forth the allocation of costs among the various
transportation services. The allocated costs become the basis for rate design,
which is the subject of FGT Witness Lawrence J. Biediger.

Page 1 of Exhibit No. FGT-47 shows the allocation of the overall Cost of
Service of the Non-Incremental Facilities to Rate Schedules ITS-1, PNR, NNTS,
FTS-WD, ITS-WD, FTS-1 and SFTS. The reservation costs assigned to Rate
Schedules FTS-1 and SFTS, as shown on Line 5, Column (d), are the reservation

costs which serve as the basis for designing reservation rates. The usage costs
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assigned to Rate Schedules FTS-1 and SFTS, as shown on Line 5, Column (e) are
the usage costs which serve as the basis for designing usage rates.

Page 2 of Exhibit No. FGT-47, shows the allocation of the overall Cost of
Service of the Incremental Facilities to Rate Schedule FTS-2. Line 10, Column (d)
shows the reservation costs which serve as the basis for designing the reservation
rate. The usage costs assigned to Rate Schedule FTS-2, as shown on Line 10,
Column (e), are the usage costs which serve as the basis for designing usage rates.

Page 3 of Exhibit No. FGT-47 details the reservation and usage volumes
used to allocate costs. The reservation and usage allocation volumes set forth in
Columns (c) and (d), respectively, reflect quantities as shown on Exhibit No. FGT-
54 of FGT Witness Biediger’s testimony. The reservation and usage allocation
volumes are shown by Rate Schedule for each transportation rate area.

Page 4, Lines 22 through 33 of Exhibit No. FGT-47 set forth the allocation
of costs to Rate Schedule NNTS. Costs allocated to Rate Schedule NNTS include
depreciation and operation and maintenance expenses associated with compressor
facilities. Compressor-related costs are allocated to NNTS service using the ratio
of NNTS reservation quantities to total reservation quantities of Market Area
services. The resulting allocations to NNTS service are reflected on Lines 29
through 32. The total allocation to NNTS service shown on Line 33 serves as the
basis for designing Rate Schedule NNTS rates.

Page 5, Lines 34 through 43 of Exhibit No. FGT-47 set forth the Western

Division costs associated with the Non-Incremental Facilities, and allocates those
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costs between Market Area and Western Division transportation service. Non-

mileage Western Division costs are allocated volumetrically. Costs categorized as

mileage-related are allocated based on the weighted average miles of haul in the

Western Division. The computation of MMBtu-miles of haul is detailed on Lines

55 and 56. The resulting allocation of Non-Incremental Facilities’ costs to

Western Division services is shown on Line 42.

Page 5, Lines 44 through 50, sets forth the Western Division costs
associated with the Incremental Facilities. The reservation and usage cost
components are allocated based on revenues for the Market Area and Western
Division transportation utilizing the Incremental Facilities. The resulting
allocation of Incremental Facilities’ costs to Western Division services is shown on
Line 49.

The total of the Non-Incremental Facilities’ costs and Incremental
Facilities’ costs allocated to Western Division, which is shown on Line 54, serves
as the basis for designing rates for Western Division transportation service.
Allocations of costs to Western Division service from the Non-Incremental and
Incremental Costs of Service is appropriate given that Western Division revenues
result from utilization of both Non-Incremental and Incremental Facilities.

Page 6, Lines 57 through 68 of Exhibit No. FGT-47 shows the allocation of
the Rate Schedule PNR revenues to the transportation rate areas. Due to the minor
nature of these revenues, FGT is crediting the Base Period revenues to the cost of

service in each transportation rate area.
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JUSTIFICATION FOR ROLLED-IN RATE TREATMENT

Has FGT expanded its Incremental System since the last Section 4 rate case?
Yes, since FGT’s last rate case, FGT expanded its incremental system with the
Phase VII project on October 5, 2005, in Docket No. CP06-1-000. 115 FERC q
61,328 (2006) and 117 FERC 4 61,242 (2006). FGT filed an application
requesting certificate authorization for its proposed Phase VII expansion project.
This project added 17.3 miles of 36-inch diameter pipelines and 9,800 horsepower
of compression to provide firm transportation of up to 100,000 MMBtu from a new
interconnection with Southern Natural Gas Company’s Cypress Pipeline.

What were the rate determinations made by the Commission in the certificate
orders approving this project?

The Commission did not approve FGT’s request for a predetermination to roll-in
the cost of its Phase VII expansion project into its Rate Schedule FTS-2 cost of
service. The Commission required FGT to demonstrate in its next rate case that
the Phase VII expansion costs can be rolled into its Rate Schedule FTS-2 rates
without a subsidy from existing customers.

Please summarize your conclusion as to the proper rate treatment for these
expansion facilities.

The Phase VII expansion facilities satisfy the Commission’s 1995 and 1999 Policy
Statement test for rolled-in rate treatment.

What is your understanding of the Commission’s policy with respect to

expansion facilities for which the pipeline seeks rolled-in rate treatment?
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In 1995, the Commission issued a Policy Statement (“1995 Policy Statement”) that
established that the Commission will apply a presumption in favor of rolled-in
rates when the rate increase to existing customers from new facilities is 5 percent
or less and the pipeline makes a showing of system benefits. In 1999, the
Commission issued a subsequent Policy Statement (“1999 Policy Statement”) that
modified the Commission’s roll-in policy by eliminating the 5 percent rate increase
allowance included in the 1995 Policy Statement. The Commission stated in the
1999 Policy Statement that the threshold requirement in establishing the public
convenience and necessity for existing pipelines proposing an expansion project is
that the pipeline must be prepared to financially support the project without relying
on subsidization from its existing customers. However, the Commission further
clarified that changes regarding the roll-in versus incremental standards contained
in the 1999 Policy Statement would not be applied retroactively to cases where the
certificate has already been issued and the investment decisions have already been
made. In the 1999 Policy Statement, the Commission determined that when a
pipeline constructs an expansion with an incremental rate, shippers acquiring long-
term firm capacity after the expansions, whether from the pipeline or through
permanent capacity release, must pay the same rate as the expansion shippers or it
would otherwise be considered unduly discriminatory.
What methodology was used to determine the appropriate rate treatment for

FGT’s expansion project?
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In order to determine whether roll-in of the expansion was warranted, FGT

calculated and compared the cost of service associated with the Phase VII

expansion project with the revenues derived from shippers using the expansion

facilities.

Q. . How was the cost of service determined for this calculation?

An incremental cost of service for the Phase VII expansion project was determined
in a manner similar to the cost of service calculation for each of the transportation
rate areas. Direct costs associated with the Phase VII expansion project were
identified. General or common costs were allocated utilizing the various allocation
factors described in Exhibit FGT-46. Exhibit No. FGT-48, Pages 1 through 14
details the calculated stand-alone cost of service for the Phase VII expansion
project.

How were the revenues associated with the expansion project determined?
The Phase VII expansion project revenues reflect Test Period shipper contracts that
utilize this portion of the system.

What is the result from the comparison of the costs and revenues for the
expansion project?

As reflected on Exhibit No. FGT-49, the revenues generated from the capacity
created by the Phase VII expansion facilities, $13,738,800, are greater than the cost
of service, $11,576,850. Accordingly, roll-in rate treatment is appropriate for the
expansion facilities because existing shippers under Rate Schedule FTS-2 are not

subsidizing the expansion shippers.
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1 Q. Does this complete your prepared direct testimony?

2 A. Yes,itdoes.



FLORIDA GAS TRANSMISSION COMPANY, LLC

Non-Incremental Facilities
Functionalization of Cost of Service
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l;\;?f Description Total, As Adjusted Transmission
(a) (b)
Operating Expenses

1 Operations and Maintenance 41,211,900 $ 41,211,900
2 Administrative & General 25,365,437 25,365,437
3 Total Operating Expenses 66,577,337 66,577,337
4 Depreciation Expense 34,362,966 34,362,966
5 Taxes Other Than Income 17,292,637 17,292,637
6 Return @ 11.58% 78,183,539 78,183,539
7 Federal Income Taxes 30,722,992 30,722,992
8 State Income Taxes 4,557,771 4,557,771
9 Revenue Credits (8,420) (8,420)
10 Total 231,688,822 $ 231,688,822
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FLORIDA GAS TRANSMISSION COMPANY, LLC
Incremental Facilities
Functionalization of Cost of Service
Twelve Months Ended May 31, 2009, As Adjusted
Line
No. Description Total, As Adjusted Transmission
(@ (b)
Operating Expenses
1 Operations and Maintenance $ 26,335232 3 26,335,232
2 Administrative & General 11,641,119 11,641,119
3 Total Operating Expenses 37,976,351 37,976,351
4 Depreciation Expense 65,326,745 65,326,745
5 Taxes Other Than Income 22,894,704 22,894,704
6 Return @ 11.58% 152,655,969 152,655,969
7 Federal Income Taxes 59,839,436 59,839,436
8 State Income Taxes 8,899,199 8,899,199
9 Revenue Credits (63,000) (63,000)
10 Total $ 347,529,404 $ 347,529,404
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EXHIBIT NO. FGT-48

Page 1
Docket No. RP10-___ -000
FLORIDA GAS TRANSMISSION COMPANY, LLC Schedule I-1(c).2
Incremental Facilities - Phase VI Page 1
Cost of Service
Twelve Months Ended May 31, 2009, As Adjusted
Line
No. Description Reference Amount
(@)
Operating Expenses
1 Operations and Maintenance Schedule 1-1(c).2, Page 2 $ 292,808
2 Administrative & General Schedule 1-1(d).2, Page 1 244,145
3 Total Operating Expenses 536,953
4 Depreciation Expense Schedule I-1(c).2, Page 3 1,544,031
5 Taxes Other Than Income Schedule I-1(c).2 Page 4 486,083
6 Return @ 11.58% Schedule I-1(c).2, Page 5 6,283,363
7 Federal Income Taxes Schedule I-1(c).2, Page 9 2,463,008
8 State Income Taxes Schedule I-1(c).2, Page 9 263,412
9 Revenue Credits -

10 Total $ 11,576,850




EXHIBIT NO. FGT-48

Page 2
Docket No. RP10-_ -000
FLORIDA GAS TRANSMISSION COMPANY, LLC Schedule I-1 (C) 2
Incremental Facilities - Phase Vi
Operation and Maintenance Expenses Page 2
Twelve Months Ended May 31, 2009, As Adjusted

Line FERC As Adjusted 1/

No. Acct Description Labor S&E Gas Total

(a) (b) ©) (d)
Transmission Expense

1 850.00 Operation Supervision and Engineering $ - $ - $ - $ -

2 851.00 System Control and Load Dispatching - - - -

3 852.00 Communication System Expenses - - - -

4 853.00 Compressor Station Labor and Expenses 51,450 51,450 - 102,800
5 854.00 Gas for Compressor Station Fuel - - - -

6 855.00 Other Fuel and Power For Compressor Stations - - - -

7 856.00 Mains Expenses 6,215 111,086 - 117,301

8 857.00 Measuring and Regulating Station Expenses 10,368 12,040 - 22,408
9 858.00 Transmission and Compression of Gas by Others - - - -

10 859.00 Other Expenses - - - -

1 860.00 Rents - - - -

12 Total Operation 68,033 174,576 - 242,609
13 861.00 Maintenance Supervision and Engineering - - - -

14 862.00 Maintenance of Structures and Improvements - - - -

16 863.00 Maintenance of Mains 972 1,671 - 2,643
16 864.00 Maintenance of Compressor Station Equipment 22,050 22,050 - 44,100
17 865.00 Maintenance of Measuring and Reguiating Station Equipment 3,456 - - 3,456
18 866.00 Maintenance of Communication Equipment - - - -

19 867.00 Maintenance of Other Equipment - - - -

20 Total Maintenance 26,478 23,721 - 50,199
21 Total Transmission Expense $ 94511 § 198297 $ - $ 292,808

A £l

1/ Q&M expenses relating to the Phase VIl facilities are based on amounts reported on Page 217 of the 2008 FERC Form 2.
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-000

Page 3
Docket No. RP10-
FLORIDA GAS TRANSMISSION COMPANY, LLC Schedule I-1(c).2
Incremental Facilities - Phase VI Page 3
Depreciation, Depletion and Amortization Expense
Twelve Months Ended May 31, 2009, As Adjusted
Line Gas Plant
No. Description As Adjusted 1/ Depreciation Rate Amount
(a) (b) (c)
1 Transmission Onshore $ 61,761,258 2.50% $ 1,544,031

1/ Schedule C-1.2, Page 3



FLORIDA GAS TRANSMISSION COMPANY, LLC

EXHIBIT NO. FGT-48

Page 4

Docket No. RP10- -000

Schedule I-1(c).2

Incremental Facilities - Phase VI Page 4
Summary - Other Taxes
Twelve Months Ended May 31, 2009, As Adjusted
Line
No. Description Reference Amount
@
1 Ad Valorem Schedule I-1(d).2, Page 2 443,609
2 Payroll Schedule 1-1(d), Page 10 12,041
3 Franchise Tax Schedule I-1(d), Page 7 14,311
4 Compressor Usage Tax Schedule I-1(d), Page 8 16,119
5 Miscellaneous Other Taxes Schedule I-1(d), Page 9 3
6 Total Taxes Other Than Income 486,083




FLORIDA GAS TRANSMISSION COMPANY, LLC

EXHIBIT NO. FGT-48
Page 5

Docket No. RP10-___-000
Schedule I-1(c).2

Incremental Facilities - Phase VI Page 5
Rate Base and Return
Twelve Months Ended May 31, 2009, As Adjusted
Line
No. Description Reference Amount
(a)
1 Plant Schedule I-1(c).2, Page 6 61,761,258
2 Accumulated Provision for Depreciation Schedule I-1(c).2, Page 6 (4,044,613)
3 Net Plant 57,716,645
4 Accumulated Deferred Income Taxes Schedule I-1(c).2, Page 7 (3,601,770)
5 Working Capital Schedule I-1(c).2, Page 8 145,603
6 Rate Base 54,260,478
7 Return on Rate Base at 11.58% 6,283,363




FLORIDA GAS TRANSMISSION COMPANY, LLC

Incremental Facilities - Phase Vil

Plant and Accumulated Depletion, Depletion & Amortization
Twelve Months Ended May 31, 2009, As Adjusted

Line Gas Plant In Service
No. Description As Adjusted
(@
Transmission Onshore
Vintage Year

1 2007 $ 47,355,292

2 2008 14,405,966

3 Total $ 61,761,258

1/ Schedule C-1.2, Page 3
2/ Netbook as of May 31, 2009, As Adjusted

1/

$

$

EXHIBIT NO. FGT-48
Page 6

Docket No. RP10-___ -000
Schedule I-1(c).2

Page 6

Accumulated
DD & A
As Adjusted 2/

(b)

(3,354,328)
(690,285)

(4,044,613)




FLORIDA GAS TRANSMISSION COMPANY, LLC
Incremental Facilities - Phase VII

EXHIBIT NO. FGT-48

Page 7
Docket No. RP10-
Schedule I-1(c).2

-000

Deferred Income Taxes by Iltem Page 7
Twelve Months Ended May 31, 2009, As Adjusted
Deferred
Line Deferred Taxes, Claimed in
No. Description Taxes Adjustments As Adjusted Rate Base
(a) (b) (© (d)
1 Capitalized Interest $ 128,291 $ - $ 128,291 $ 128,291
2 CIAC-Nonutility 845,131 - 845,131 -
3 Total - Account No. 190 973,422 - 973,422 128,291
4 Book Depreciation - Utility 1,103,257 442,597 1,545,854 1,545,854
5 Tax Depreciation - Utility (3,759,200) (1,516,715) (5,275,915) (5,275,915)
6 Total - Account No. 282 (2,655,943) (1,074,118) (3,730,061) (3,730,061)
7 AFUDC Gross-Up (350,264) - (350,264) -
8 AFUDC on Equity (805,824) - (805,824) -
9 Total Account No. 283 (1,156,088) - (1,156,088) -
10 Total - Account Nos. 190, 282, and 283 $ (2,838,609) $ (1,074,118) $

(3.912,727) $

(3,601,770)




FLORIDA GAS TRANSMISSION COMPANY, LLC

EXHIBIT NO. FGT-48
Page 8
Docket No. RP10-  -000

Schedule I-1(c).2

Incremental Facilities - Phase VI Page 8
Working Capital
Twelve Months Ended May 31, 2009, As Adjusted
Line
No. Description Reference Amount
(a)
1 Cash Working Capital $ -
2 Materials and Supplies Schedule 1-1(d).2, Page 3 118,010
3 Prepayments Schedule I-1(d), Page 5 27,593
4 Total Working Capital $ 145,603
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FLORIDA GAS TRANSMISSION COMPANY, LLC Schedule I-1(c).2
Incremental Facilities - Phase VI Page 9
Income Taxes
Twelve Months Ended May 31, 2009, As Adjusted
Line
No. Description Reference Amount
(a)
Federal Income Tax
1 Return on Rate Base at 11.58% Schedule 1-1(c).2, Page 5 $ 6,283,363
Federal Income Tax Adjustments
2 Interest and Debt Expense Schedule I-1(c).2, Page 10 (1,709,205)
3 Net FIT Adjustment (1,709,205)
4 Return after FIT Adjustments 4,574,158
Federal Income Taxes @ 35% ,
Tax on Tax Rate of 53.846154% 2,463,008
5 Total Federal Income Tax $ 2,463,008

Florida State Tax Rate @ 3.6081%
6 Tax on Tax Rate of 3.743157% $ 263,412




FLORIDA GAS TRANSMISSION COMPANY, LLC

EXHIBIT NO. FGT-48
Page 10
Docket No. RP10-__ -000

Schedule I-1(c).2

Incremental Facilities - Phase VI Page 10
Federal and State Income Tax Deductions
Interest and Debt Expense
Twelve Months Ended May 31, 2009, As Adjusted
Line
No. Description Reference Amount
(a)
1 Rate Base Schedule I-1(c).2, Page 5 $ 54,260,478
Rate of Return on
2 Long Term Debt 3.15%
3 Interest and Debt Expense $ 1,709,205




FLORIDA GAS TRANSMISSION COMPANY, LLC
Incremental Facilities - Phase VI
Revenue Credits
Twelve Months Ended May 31, 2009, As Adjusted

Line
No. Description Amount

EXHIBIT NO. FGT-48
Page 11

Docket No. RP10-__ -000
Schedule I-1(c).2

Page 11

(@

1 Revenue Credits $
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The State of Texas}
}  SS.
County of Harris }

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

That he is the William W. Grygar, 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.

/s/ William W. Grygar
William W. Grygar

Subscribed and sworn to before me this 24™ day of September, 2009.

/s/ Suzanne Samano
Notary Public

My Commission Expires:

April 6, 2010




