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"BEFORE THE ARIZONA CORPQR;ATJONCQMMISSION

COMMISSIONERS

MIKE GLEASON, Chairman NS -0 D o2 [
WILLIAM A. MUNDELL -
JEFF HATCH-MILLER [
KRISTIN K. MAYES TUL L
GARY PIERCE PULILE L

IN THE MATTER OF THE APPLICATION OF DOCKET NO. G-01551A-07-0504
SOUTHWEST GAS CORPORATION FOR
THE ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE NOTICE OF FILING THE STAFF FINAL
RATE OF RETURN ON THE FAIR VALUE REVENUE REQUIREMENT SCHEDULES
OF ITS PROPERTIES THROUGHOUT
ARIZONA.

Staff of the Arizona Corporation Commission (“Staff”) hereby files its final Schedules which
have been updated to reflect any changes resulting from the hearing or agreements between Staff and
the Company. |

RESPECTFULLY SUBMITTED this 8" day of August, 2008.
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/ i fW \& £
* Maureen A. Scotf, Senior Staff Counset™ ™
Kevin O. Torrey, Attorney - v
Charles H. Hains, Attorney o
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
(602) 542-3402

Original and thirteen (13) copies
of the foregoing filed this
8" day of August 2008 with:

Docket Control Aizona Corporation Commission
Arizona Corporation Commission DOC WKETED
1200 West Washington Street

Phoenix, Arizona 85007 AUG - 8 2068

EICS of the foregoing mailed this
0" day of August 2008 to:

h/ ( S‘“f;‘;) ““? W\X ;

Debra Jacobson

Southwest Gas Corporation
Post Office Box 98510

Las Vegas, Nevada 89193-8510
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Karen S. Haller

Southwest Gas Corporation
5241 Spring Mountain Road
Las Vegas, Nevada 89150

Daniel Pozefsky, Chief Counsel
RUCO

1110 West Washington, Suite 220
Phoenix, Arizona 85007

Timothy M. Hogan

Arizona Center for Law in the Public Interest
202 East McDowell Road, Suite 153
Phoenix, Arizona 85004

Attorneys for SWEEP

Jeff Schlegel

SWEEP Arizona Representative
1167 West Samalayuca Drive
Tucson, Arizona 85704-3224

Michael M. Grant

Gallagher & Kennedy

2575 East Camelback Road
Phoenix, Arizona 85016-9225
Attorneys for AIC

Gary Yaquinto

Arizona Investment Council

2100 North Central Avenue, Suite 210
Phoenix, Arizona 85004

Joseph Banchy

The Meadows HOA
6644 East Calle Alegria
Tucson, Arizona 85715
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Staff Final Revenue
Requirement Schedules




Southwest Gas Corporation
Docket No. G-01551A-07-0504
Attachment RCS-7
Staff Accounting Schedules
Accompanying the Surrebuttal Testimony of Ralph C. Smith

Revised for Staff Brief
Schedule |Description Pages | Surrebuttal| Brief
Revenue Requirement Summary Schedules
A Calculation of Revenue Deficiency (Sufficiency) 1 Revised Revised
A-1 Gross Revenue Conversion Factor 1 Revised Revised
B Adjusted Rate Base 1 Revised Revised
B.1 Summary of Rate Base Adjustments 2 Revised Revised
C Adjusted Net Operating Income 1 Revised Revised
C.1 Summary of Net Operating Income Adjustments 3 Revised Revised
D Capital Structure and Cost Rates 1 Revised Revised
Rate Base Adjustments
B-1 Yuma Manors Pipe Replacement 1
B-2 Gain on Sale of Property in Cave Creek, AZ 1
B-3 Cash Working Capital 2 Revised Revised
B-4 Customer Deposits 3
B-5§ Accumulated Deferred Income Taxes - Acct. 190 2
B-6 Intangible Plant Added After the Test Year 1 Revised
B-7 Accumulated Deferred Income Taxes - RCND )
B-8 Remove Net Plant Being Sold to TEP for Sundt Bypass 1 Added
Net Operating Income Adjustments
C-1 Yuma Manors Depreciation and Property Tax Expense 2
C-2  |Gain on Sale of Utility Property 1
C-3 Management Incentive Program 1 Revised
C4 Stock Based Compensation 1
C-5 Supplemental Executive Retirement Expense 1
C-6 American Gas Association Dues 2
C-7 TRIMP Surcharge 3
C-8 A&G Expenses - Annualized Paiute Allocation 1
C-9 Interest on Customer Deposits 1
C-10  [Interest Synchronization )] Revised Revised
C-11  |Flow Back Excess Deferred Income Taxes 1
C-12  |Imuries and Damages 2 Revised
C-13  |Leased Aircraft Operating Costs 1
C-14  |El Paso Natural Gas Rate Case Expense 1
C-15  |New Intangible Plant Annualized Amortizations 1 Revised
C-16  |Gain on Sale of Utility Property Related to TEP Sundt Bypass 1 Added Revised
C-17  |Depreciation for Plant Sold to TEP for Sundt Bypass 1 Added Revised
Total Pages (including Contents page) 45
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Southwest Gas Corporation

Docket No. G-01551A-07-0504

Capital Structure & Cost Rates Schedule D Revised
Cost of Service Methodology Page 1 of 1
Test Year Ended April 30, 2007
Line Capitalization Cost Weighted Avg.
No. Capital Source Amount Percent Rate Cost of Capital
(A) (B) (©) D)
SWG - Proposed
1 Long-Term Debt 51.00% 7.96% 4.06%
2 Preferred Equity 4.00% 8.20% 0.33%
3 Common Stock Equity 45.00% 11.25% 5.06%
4 Total Capital 100.00% 9.45%
Supporting
ACC Staff - Proposed for OCRB OCRB
5  Long-Term Debt $ 554,944,482 52.08% 7.96% [b] 4.15%
6  Preferred Equity $ 47,737,160 4.48% 8.20% [b] 0.37%
7  Common Stock Equity $ 462,879,960 43.44% 10.00% [b] 4.34%
8 Total Capital $1,065.561,602 100.00% 8.86%
9 Difference -0.59%
10 Weighted Cost of Debt 4.51%
ACC Staff - Proposed Cost of Capital for Fair Value Rate Base - Option 1
11 Long-Term Debt $ 554,944,482 39.96% 7.96% [b] 3.18%
12 Preferred Equity $ 47,737,160 3.44% 8.20% [b}] 0.28%
13 Common Stock Equity $ 462,879,960 33.33% 10.00% [b] 3.33%
14 Capital financing OCRB $1,065,561,602
15 Appreciation above OCRB
not recognized on utility's books $ 323,152,085 23.27% 0% [a] 0.00%
16 Total capital supporting FVRB $1,388,713,687 100.00% 6.79%
ACC Staff - Proposed Cost of Capital for Fair Value Rate Base - Option 2
17 Long-Term Debt $ 554,944,482 39.96% 7.96% 3.18%
18  Preferred Equity $ 47,737,160 3.44% 8.20% 0.28%
19 Common Stock Equity $ 462,879,960 33.33% 10.00% 3.33%
20 Capital financing OCRB $1,065,561,602
21 Appreciation above OCRB
not recognized on utility's books $ 323,152,085 23.27% 1.25% [b] 0.29%
22 Total capital supporting FVRB $1,388,713,687 100.00% 7.08%
Notes and Source
Lines 11-15, Col. A:
23 Fair Value Rate Base $1,388,713,687 Schedule A
24 Original Cost Rate Base $1.065,561,602 Schedule A
25 Difference $ 323,152,085
Difference is appreciation of Fair Value over Original Cost that is not recognized on the utility's books.
[a] The appreciation of Fair Value over Original Cost has not been recognized on the utility's books.

[b]

Such off-book appreciation has not been financed by debt or equity capital recorded on the utility's books.
The appreciation over Original Cost book value is therefore recognized for cost of capital

purposes at zero cost.
Per Staff witness David Parcell
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Southwest Gas Corporation
Gain on Sale of Property in Cave Creek, AZ

Docket No.G -01551A-07-0504
Schedule B-2

Page 1 of 1
Test Year Ended April 30, 2007
Line
No.  Description Amount Reference
(A)
1 Staff proposed $ (49,194,789) See below
2 Company proposed $ (37.910,017) See below
3 Staff'adjustment to rate base 51 1,284,772) Account 252
Related Accumulated Deferred Income Taxes:
4  Related ADIT 3443% $ 3,885,347 Response to STF 1.25, Customer Advances
Account 2830 2100
Notes and Source
From Southwest Excel workpapers
Account 252 Monthly
Month Amount Change
(B) <)
5 April-06 $ 25,965,151.95
6 May-06 $ 27,771,678.00  § 1,806,526.05
7 June-06 $ 30,949,083.64 § 3,177,405.64
8 July-06 $ 32,596,096.25 $ 1,647,012.61
9 August-06 $ 35,041,27423  $ 2,445,177.98
10 September-06  $ 36,572,842.62 $ 1,531,568.39
11 October-06 $ 38,058,79021 § 1,485,947.59
12 November-06  $ 38,732,669.00 $ 673,878.79
13 December-06  $ 41,078,965.78  § 2,346,296.78
14 January 2007  $ 43,365,611.50  $ 2,286,645.72
15 February-07 $ 45,355,426.19  § 1,989,814.69
16 March-07 $ 48,147,845.19  § 2,792,419.00
17 April-07 $ 49,194,789.04  § 1,046,943.85
18  Average $ 37,910,017.20
19  Year-End $ 49,194,789.04
20 Adjustment $ 11,284,771.84
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Southwest Gas Corporation
Customer Deposits

Docket No. G-01551A-07-0504
Schedule B-4

Page 1 of 3
Test Year Ended April 30, 2007
Line
No. Description Amount Reference
(A)

1 Staff proposed $ (34,402,771) Sece below

2 Company proposed $ (31,921,898) See below

3 Staff adjustment to rate base $ (2,480,873
Notes and Source
From Southwest Excel workpapers

Monthly
Month Amount Change
(B) )

4 April-06 $ 29,940,533.00

5 May-06 $ 30,244,307.00 $ 303,774.00

6 June-06 $ 30,534,168.00 § 289,861.00

7 July-06 $ 30,907,667.00 § 373,499.00

8 August-06 $ 31,068,422.00 § 160,755.00

9 September-06  § 31,294,649.00 $  226,227.00

10 October-06 $ 31,925,334.07 $ 630,685.07

11 November-06  $ 32,387,659.54 $§ 462,325.47

12 December-06  $ 32,677,847.19 $§ 290,187.65

13 January 2007  § 32,866,854.83 $ 189,007.64

14 February-07 $ 33,171,594.71 § 304,739.88

15 March-07 $ 33,562,861.81 § 391,267.10

16 April-07 $ 34,402,770.85 $§ 839,909.04

17  Average $ 31,921,897.62

18  Year-End $ 34,402,770.85

19  Adjustment

Source: Company Records, Account 235
(excludes 235.0 1330)

$ 2,480,873.23




SouthwestG as Corporation DocketN 0. G-01551A-07-0504

Customer Deposits Schedule B-4
Page2 of 3
Test Year Ended April 30,2 007
Line Monthly
No. Month Amount Change
(A (B)
1 September-02  § 16,250,822
2 October-02  § 16,492,184  § 241,362
3 November-02 § 16,804,948  § 312,764
4 December-02 $§ 17,151,007 § 346,059
5 January-03 $§ 17,539415 § 388,408
6 February-03  §  17,955206 $ 415,791
7 March-03 § 18771907 § 816,701
8 April-03 $ 19,779,385 § 1,007,478
9 May-03 $ 20,563,887 § 784,502
10 June-03 $ 21,068,603 § 504,716
11 July-03  $ 21,361,867 § 293,264
12 August-03  $ 21,697,818 § 335,951
13 September-03  $ 22,116,629 $ 418,811
14 October-03  $§ 22,421,280 §$ 304,651
15 November-03 $ 22,915,023 $ 493,743
16 December-03  § 23429731 § 514,708
17 Janvary-04 $ 23,858,508 § 428,777
18 February-04 § 24,244,633 § 386,125
19 March-04 $ 24,547,955 § 303,322
20 April-04  $ 24,807,840 § 259,885
21 May-04 § 24958957 § 151,117
22 June-04 $ 25,170,362 $ 211,405
23 July-04 $ 25267247 % 96,885
24 August-04  $§ 25421849 § 154,602
25 September-04 $ 25,552,621  § 130,772
26 October-04 § 25848938 § 296,317
27 November-04 § 26,282,708  § 433,770
28 December-04 § 26,682,829 § 400,121
29 January-05 $ 27,087,182 §$ 404,353
30 February-05 $ 27467386 § 380,204
31 March-05 § 27,823,958 § 356,572
32 April-05  $§ 27,893,262 § 69,304
33 May-05 $ 28,063,139 § 169,877
34 June-05 $ 28,169,344 § 106,205
35 July-05 $ 28,186,789 % 17,445
36 August-05  $ 28,307,776 § 120,987
37 September-05  $ 28,394,707 § 86,931
38 October-05 § 28,538,698  $ 143,991
39 November-05 $ 28,856,765 $ 318,071
40 December-05  $ 29,139,638  § 282,869
41 January-06 $ 29,453,967 § 314,329
42 February-06 $ 29,642,993  § 189,026
43 March-06 $ 29,683,090 § 40,097
44 April-06  $ 29,940,535 $ 257,445
45 May-06 $ 30,244,306 § 303,771
46 June-06  $§ 30,534,170 $ 289,864
47 July-06 $ 30,907,669 $ 373,499
48 August-06 $ 31,068,422 § 160,753
49 September-06  $ 31,294,651 $ 226,229
50 October-06  $ 31925334 § 630,683
51 November-06 $ 32,387,660 § 462,326
52 December-06 $ 32,677,847  § 290,187
53 January-07 $ 32,866,855 § 189,008
54 February-07 $§ 33,171,595  § 304,740
55 March-07 $ 33,562,862 § 391,267
56 April-07  $ 34,402,771 § 839,909
57 May-07 $ 34,944,231 $ 541,460
58 June-07 $ 35,653,565 $ 709,334
59 July-07 $ 36,066,017 § 412,452
60 August-07  $ 36,447,849 § 381,832
61 September-07 § 36,827,715 § 379,866

Source: Response to STF-1-9 All are positive,i .e., increases
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SouthwestG as Corporation DocketN 0.G -01551A-07-0504

TestY ear Ending April 30,2 007 Schedule C-7
Comparison of TRIMP Expense Proposed by Company Page 2 of 3
With AnnualA verage for First Five Years of TRIMP
Line TRIMP
| No. Month Year Cost Average
} 1 January 2004 $ -
2 February $ -
3 March $ -
4 April $ -
5 May $ 471.82
6 June $ 6,544.60
7 July $ 5,129.14
8 August $ 34,505.15
9 September $ 26,727.58
10 October $ 43,458.93
11 November $ 47,645.50
12 December $ 24974424
13 January 2005 $ 3,287.69
14 February $ 10,172.00
15 March $  112,72424
16 April $ 74,840.59
17 May $ 34,496.78
18 June $  153,864.86
19 July $ 59,016.31
20 August $ 37,807.80
21 September $ 74,315.00
22 October $ 57,342.53
23 November $ 81,834.80
24 December $ 116,930.64
25 January 2006 $ 3,399.49
26 February $ 11218546
27 March $ 89,027.76
28 April $ 14,517.99
29 May $ 78,760.70
30 June $ 25,798.91
3t July $ 11,716.63
32 August $ 25,738.65
33 September $ 61,415.65
34 October $ 40,789.65
35 November $ 53,181.82
36 December $ 184,304.68
37 January 2007 $ 1,696.82
38 February $ 89,940.27
39 March $ 51,725.37
40 April $ 295,844.74
| 41 May $  219,060.96
42 June $  563,459.42
43 July $ 161,869.56
44 August $  382,430.01
45 September $  606,095.91
46 October $  211,299.88
47 November $ 145,226.48
| 48  December $ 17,512.58
49 GRAND TOTAL $ 4.677,859.59 $ 93557192  Average for First Five Year TRIMP Period
ANNUAL TOTALS
50 2003 $ -
51 2004 $ 414,226.96
52 2005 $ 816,633.24
53 2006 $ 700,837.39
54 2007 $ 2,746,162.00
55 GRAND TOTAL $ 4.677.859.59 $ 93557192  Average for First Five Year TRIMP Period
Compare:
56 TestY ear Ending 4/30/07 $  920,913.89 Normalized O&M Expense for TRIMP

Proposed by Southwest Gas
Notes and Source

Response to STF-9-18 and STF-10-2
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Southwest Gas Corporation

Docket No. G-01551A-07-0504

Injuries and Damages, Account 925 Schedule C-12 Revised
Page 10f2
Test Year Ended April 30, 2007
Company Company Company
Line Test Year Requested Requested Staff Staff
_No._ Description As Recorded As Filed As Corrected Proposed Adjustment
@A) (B) ©) (D) (E)
Arizona Direct Col.D - Col.B
1 Legal and Other Costs $ 467,269 $ 467,269 $ 467,269 $ 467,269 3 -
2 Reserve for Self Insurance $  (558,765) $ (558,765) $ (858,765) $ 830,000 ¢ § 1,388,765
3 Self-Insured Workmen's Comp $ 497,524 $ 497,524 $ 497,524 $ 497,524 $ -
4 Total Arizona Direct $ 406,028 $ 406,028 $ 106,028 $ 1,794,793 $ 1,388,765
Common Before Allocation to Arizona
5 Legal and Other Costs $ 179,014 $ 179,014 $ 179,014 $ 179,014 $ -
6  Reserve for Self Insurance $ 200,000 $ 4,130,256 $ 5,030,024 3 200,000 ¢ §  (3,930,256)
7 Self-Insured Workmen's Comp $ 23,243 $ 23,243 $ 23,243 $ 23,243 $ -
8  Insurance $ 9,292,136 $ 9,738,915 $ 9,738,915 $ 9,738,915 $ -
9 Subtotal before Paiute Altocation $ 9,694,393 $ 14,071,428 $ 14,971,156 $ 10,141,172 $  (3,930,256)
10 Paiute Allocation 396% $  (395033)a § (380,379 a _§$ (592,859) $ (401,550) § (21,210
11 Subtotal after Paiute Allocation $ 9,299,360 $ 13,691,049 $ 14,378,337 $ 9,739,582 $  (3,951467)
Arizona Allocation of Common
12 Legal and Other Costs 56.70% $ 101,501 $ 101,501 $ 101,501 $ 101,501 $ -
13 Reserve for Self Insurance 56.70% $ 113,400 $ 2,341,855 $ 2,852,024 $ 113,400 $  (2.228455)
14 Self-Insured Workmen's Comp 56.70% $§ 13,179 $ 13,179 $ 13,179 $ 13,179 $ -
1S Insurance 56.70% § 5,268,641 $  5521,965 $ 5,521,965 $ 5,521,965 $ -
16 Paiute Allocation 56.70% _§  (223,984) $ (215,675) $ (336,151) $ (227,702) §$ (12,027)
17 Total Common Allocated to Arizona $ 5,272,737 $ 7,762,825 $ 8,152,518 $ 5,522,343 $  (2,240,482)
18 Total Arizona Direct and Allocated $§ 5678765 $ 8,168,853 $ 8,258,546 $ 7,317,136 $ (851.717)
19 Company's proposed adjustments to Account 925 in its filing $ 2,490,088 $ 2,579,781 $ (851,717)
Col.B - CoLA Col.C - Col.A
Components of Company's proposed adjustments to Account 925, 1&J Expense:
20 SWG Adjustment 7, Out of Period Expenses $ 253.324 $ 253,324 $ 253,324
21 SWG Adjustment 10, Self Insured Retention Normalization $ 2,228455 b $ 2318148 b § 1,376,738
22 SWG Adjustment 12, A&G Expenses, Annualized Paiute Allocation $ 8,309 $ 8,309 $ 8,309
23 Total Company-proposed adjustments to Account 925 expense $ 2,490,088 3 2,579.781 3 1,638,37]
24 Percentage increase over test year recorded amount 44% 45% 29%
25  Staff proposed adjustment to SWG as-filed pro forma expense for Account 925 $ (851,717) $ (851,717)
L.23, Col.D - Col.B
Notes and Source
A SWG response to Staff data request STF-9-14
B Dernved from SWG filing, Schedule C-2, Company Adjustment Nos. 7, 10 and 12 and response to STF-9-14
C SWG response to Staff data request STF-9-14
D See page 2 of this schedule for Staff analysis of ten years of recorded expense for
a Paiute allocation used by SWG in its filing does not calculate exactly to 3.96%
b SWG Adjustment 10, Self Insured Retention Normalization Staff
Component SWG Recorded SWG Filed SWG Comrected Staff Adjusted Adjustment
26  Arizona Direct $  (558,765) $ (558,765) $ (858,765) $ 830,000 $ 1,388,765
27 Common Allocated to Arizona $ 113,400 $ 2,341,855 $ 2,852,024 $ 113,400 §  (2,228455)
28  Subtotals $ _ (445365) $ 1,783,090 $ 1,993,259 $ 943,400 $ (839,690)
29 Net SWG Proposed Adjustment, before change in Paiute allocation $ 2,228,455 $ 2,438,624 $ 1,388,765
L.27,Col.B - Col.A  L.27, Col.C - Col A
To Line 21
Line 16 Less line 22
30 Paiute allocation $  (223,984) Line 16 $ 344,460 $ (236,011) $ (12,027)
31 Change in Paiute allocation from test year recorded $ (120,476) $ (12,027)
32 Company's proposed corrected adjustment, net of change in Paiute allocation $ 2,318,148 $ 35 1,7172 c
To Line 21
33 Staff adjustment to Southwest recorded, net of change in Paiute allocation $ 1,376,738
See page 2 of this schedule for details of Staff recommended normalized amount for self-insured expense. To Line 21
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