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Staff of the Arizona Corporation Commission hereby files Supplemental Direct Rate Design
Testimony of Robert G. Gray. The purpose of this testimony is to adjust the rate design for the late
corrections to the revenue requirement that could not be incorporated in the rate design before July
26, 2005. Mr. Gray noted — in his July 26, 2005 testimony — that supplemental schedules would need
to be provided to adjust the rate design to the corrected revenue requirement — $369,865,063. This
supplemental testimony makes slight adjustments to the G-5 and G-25 rates, with some impact to the
G-10 and G-15 tariffs because they, to some extent, work off of the G-5 rates. Corrected pages 1-15
and 17-22 to Schedule RGG-3 are also provided.
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1| INTRODUCTION

2| Q. Please state your name, occupation, and business address.
31 A My name is Robert G. Gray. I am a Rate Analyst V employed by the Arizona Corporation
4 Commission (“ACC” or “Commission”) in the Utilities Division (“Staff’). My business
5 address is 1200 West Washington Street, Phoenix, Arizona 85007.
6
71 Q Are you the same Robert G. Gray that filed direct testimony on behalf of Staff in the
8 Southwest Gas rate proceeding on July 26?
91 A. Yes.

10

11 Q. What is the purpose of this filing?

124 A In Staff Witness James Dorf’s direct testimony filed on July 26, 2005, Mr. Dorf indicates

13 on page five that he had several late corrections which were made at such a late date that
14 they could not be reflected in Staff’s rate design that was filed on July 26, 2005.
15

16| Q. What is the impact of these corrections on the revenue requirement number Staff

17 used in designing rates for Southwest?

18 A. My direct testimony filed on July 26, 2005 was based upon a revenue requirement of
19 $369,145,782. Mr. Dorf’s two corrections result in a corrected revenue requirement of
20 $369,865,063. As described below, I have adjusted Staff’s rate design to account for the
21 new revenue requirement level.

22

23 Q. What is the impact of these corrections on your proposed rate design?

244 A. As discussed below, the resulting changes are relatively small.

25
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RATE DESIGN

Q.

Please discuss how you adjusted Staff’s rate design to reflect the increase in the
corrected revenue requirement.

The correction reflects a very small portion of the overall revenue requirement,
approximately 0.2 percent. As such the inclusion of this additional amount for recovery
through Southwest’s rate structure does not result in a sizable impact on the previously
filed rate design. Looking at Southwest’s overall revenues, the vast majority of revenues
come from the G-5 residential customer class and the G-25 general service customer class.
I have adjusted the per therm charges for the proposed G-5 and G-25 rates to capture the
increased revenue requirement. No changes were made to the previously proposed basic
service charges. The G-10 and G-15 rates are impacted by these changes, as these tariffs

to some extent work off of the G-5 rates.

Please describe the customer bill comparisons you include on the following pages.
The customer bill comparisons which follow in my testimony compare Southwest’s

current rates to the revised Staff proposed rates discussed herein.

Which pages in Schedule RGG-3 in your direct testimony have you changed to
reflect the new G-5 and G-25 rates?

Attached are corrected pages 1-15 and 17-22 for Schedule RGG-3 that was filed with my
initial direct testimony. This includes the summary rate design sheets and the individual
pages for the G-5, G-10, G-15, and G-25 tariffs. The G-10 and G-15 tariffs are impacted

because they to some extent work off of the G-5 rates.
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Residential Rates

G-5, Residential Gas Service

Q.
A.

What are Staff’s new recommendations regarding rates for the G-5 tariff?

Staff continues to recommend that the basic service charge be increased from $8.00 to
$9.50. Staff also continues to recommend that the first usage block be priced at $0.54 per
therm. The one change that Staff is now recommending is that the per therm charge for
the second block be set at $0.494 per therm, compared to $0.490 per therm in my July 26,

2005 testimony.

What are the estimated customer bill impacts from Staff’s new proposed G-5 tariff
rates?

An average G-5 customer using 72 therms in January would see their bill increase from
$84.04 under current rates to $90.30, a 7.5 percent increase. A median G-5 customer
using 58 therms in January would see their bill increase from $69.91 under current rates to
$74.91, a 7.2 percent increase. A G-5 customer using the annual average consumption of
29 therms would see their bill increase from $39.71 to $42.73 under winter rates, a 7.6

percent increase.

G-10, Low Income Residential Gas Service

Q.
A

What are Staff’s new recommendations regarding rates for the G-10 tariff?

Staff continues to recommend that the basic service charge continue to be $7.00 and the
discount provided by the G-10 tariff remain at the current 20 percent level for the first 150
therms in the winter months. The discount would be applied to the otherwise applicable

G-5 tariff rates, as is currently the case.
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What are the customer bill impacts of Staff’s new recommendations for the G-10
tariff, in conjunction with Staff’s new recommended residential rates for the G-5
tariff?

An average G-10 customer using 70 therms in January would see their bill increase from
$66.22 under current rates to $69.88, a 5.5 percent increase. A median G-10 customer
using 64 therms in January would see their bill increase from $61.37 under current rates to
$64.60, a 5.3 percent increase. A G-10 customer using the annual average consumption of
29 therms per month would see their bill increase from $32.37 under current rates to
$33.59 under winter rates, a 3.8 percent increase. The maximum discount available for a
customer who uses 150 therms in a winter month increases from $30.95 under current

rates to $33.23 under proposed rates.

G-15, Special Residential Gas Service for Air Conditioning

Q.
A.

What are Staff’s new recommendations regarding rates for the G-15 tariff?
The G-15 tariff reflects the G-5 tariffed rates, described above, with the exception of the
second summer block. No additional increase is being recommended for G-15 customers

for the second summer block.

What are the estimated customer bill impacts from Staff’s proposed G-15 tariff
rates?

An average G-15 customer using 150 therms in January would see their bill increase from
$162.77 under current rates to $176.33, an 8.3 percent increase. A median G-15 customer
using 113 therms in January would see their bill increase from $125.43 under current rates
to $135.40, an 8.0 percent increase. A G-15 customer using the annual average
consumption of 119 therms would see their bill increase from $131.48 to $142.23 under

winter rates, an 8.2 percent increase.




B2 OWON

O 00 NN &N W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Direct Testimony of Robert G. Gray
Docket No. G-01551A-04-0876

Page 5

G-25, General Gas Service

Q.

What are Staff’s new recommendations regarding rates for the G-25, Small segment
of the G-25 tariff?

Staff continues to recommend that the basic service charge be increased from $20.00 to
$24.00. The change that Staff now recommends is that the per therm rate be increased to

$0.44900 per therm rather than the previously recommended $0.44700 per therm.

What are the estimated customer bill impacts from Staff’s proposed G-25, Small
tariff rates?

An average small G-25 customer using 223 therms in January would see their bill increase
from $239.93 under current rates to $259.25, a 8.1 percent increase. A median small G-25
customer using 113 therms in January would see their bill increase from $131.44 under
current rates to $143.21, a 9.0 percent increase. A small G-25 customer using the annual
average consumption of 122 therms would see their bill increase from $140.31 under

current rates to $152.70, an 8.8 percent increase.

What are Staff’s recommendations regarding rates for the G-25, Medium segment of
the G-25 tariff?

Staff continues to recommend that the basic service charge be increased from $90.00 to
$105.00. The change that Staff now recommends is that the per therm rate be increased to

$0.306 per therm rather than the previously recommended $0.305 per therm.

What are the estimated customer bill impacts from Staff’s proposed G-25, Medium
tariff rates?
An average medium G-25 customer using 2,682 therms in January would see their bill

increase from $2,444.90 under current rates to $2,550.80, a 4.3 percent increase. A
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median medium G-25 customer using 1,791 therms in January would see their bill
increase from $1,662.57 under current rates to $1,738.27, a 4.6 percent increase. A
medium G-25 customer using the annual average consumption of 1,690 therms would see

their bill increase from $1,573.89 under current rates to $1,646.16, a 4.6 percent increase.

Q. What are Staff’s recommendations regarding rates for the G-25, Large segment of
the G-25 tariff?

A. Staff continues to recommend that the basic service charge be increased from $500.00 to
$540.00. Staff also continues to recommend that the demand charge be increased from
$0.072695 per therm to $0.07700 per therm. The change that Staff now recommends is
that the per therm rate be increased to $0.1007 per therm rather than the previously

proposed $0.10 per therm.

Q. What are the estimated customer bill impacts from Staff’s proposed G-25, Large
tariff rates?

A. An average large G-25 customer using 51,574 therms in January would see their bill
increase from $40,600.22 under current rates to $41,688.20, a 2.7 percent increase. A
median large G-25 customer using 36,000 therms in January would see their bill increase
from $28,491.00 under current rates to $29,262.52, a 2.7 percent increase. A large G-25
customer using the annual average consumption of 42,048 therms would see their bill

increase from $33,193.49 under current rates to $34,087.90, a 2.7 percent increase.

Q. Do the schedules attached to this testimony incorporate these changes?

A. Yes.
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Q. Apart from these changes noted above, are there any other changes to your direct
testimony filed on July 26, 2005?
A. No.

Q. Does this conclude your supplemental testimony?

A. Yes, it does.
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