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EXECUTIVE SUMMARY 
SOUTHWEST GAS CORPORATION 

DOCKET NO. G-01551A-10-0458 

I present testimony on three subjects regarding the Southwest Gas Corporation’s (“Company”) 
proposed: revenue decoupling mechanism, its proposed class cost of service study (“CCOSS”), 
and its proposed rate design. Staff recommends that the Arizona Corporation Commission 
(“Commission”) reject the Company’s. proposed revenue decoupling mechanism. As an 
alternative, Staff recommends a lost fixed cost recovery (“LFCR’) mechanism that is 
performance-based and would actively incent the Company to meet the Commission’s energy 
efficiency goals, while holding the Company harmless for the revenue losses associated with 
meeting these energy efficiency goals. Staff recommends that the Commission modify several of 
the Company’s CCOSS allocation factors particularly those associated with the allocation of 
plant investments. Staff also recommends that the Commission retain the existing level of 
customer charges for all customer classes and implement rates that adhere to generally-accepted 
rate design principles used in utility regulation. 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Would you please state your name and business address? 

My name is David E. Dismukes. My business address is 5800 One Perkins Place Drive, 

Suite 5-F, Baton Rouge, Louisiana. 

Would you please state your occupation and current place of employment? 

I am a Consulting Economist with the Acadian Consulting Group, LLC (“ACG”), a 

research and consulting firm that specializes in the analysis of regulatory, economic, 

financial, accounting, statistical, and public policy issues associated with regulated and 

energy industries. ACG is a Louisiana-registered partnership, formed in 1995, and is 

located in Baton Rouge, Louisiana, with additional staff in Los Angeles, California, and 

Fallon, Nevada. 

Do you hold any academic positions? 

Yes. I am also a Full Professor, Associate Executive Director, and Director of Policy 

Analysis at the Center for Energy Studies, Louisiana State University (“LSU”). I also 

hold an appointment as an Adjunct Professor in the E.J. Ourso College of Business 

Administration (Department of Economics), I am a co-director of the Coastal Marine 

Institute in the School of the Coast and the Environment, and I am a member of the 

graduate research faculty at LSU. 

Have you prepared any attachments to your testimony outlining your qualifications 

in energy and regulated industries? 

Yes. Attachment 1 to my testimony provides my academic vita that includes a full listing 

of my publications, presentations, pre-filed expert witness testimony, expert reports, 

expert legislative testimony, and affidavits. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2a 

21 

22 

23 

24 

25 

26 

Direct Testimony of David E. Dismukes 
Docket No. G-01551A-10-0458 
Page 2 

Q. 
A. 

Q- 
A. 

Q. 
A. 

Have you prepared any exhibits to support your testimony? 

Yes. I have prepared 22 exhibits in support of my testimony. 

What is the purpose of your testimony? 

I have been retained by the Arizona Corporation Commission (“ACC” or “Commission”), 

Utilities Division (“Staff ’) to provide an expert opinion on several policy and rate design 

proposals included in the rate filing made by Southwest Gas Corporation (“Southwest” or 

“Company”), before the Commission. My testimony will address the Company’s revenue 

decoupling proposal, Class Cost of Service Study, and rate design proposals and tariff 

modifications. 

How is the remainder of your testimony organized? 

My testimony is organized into the following sections: 

e Summary of Recommendations 

e Decoupling 

e 

e Rate Design 

e Conclusions 

Class Cost of Service Study 

SUMMARY OF RECOMMENDATIONS 

Q, Would you please summarize your recommendations and conclusions regarding the 

Company’s proposed revenue decoupling mechanism? 

Yes. 

revenue decoupling mechanism since: 

A. Staff recommends that the Commission should reject the Company’s proposed 
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The proposed efficiency enabling provision (“EEP”) mechanism would shift 

revenue recovery risk associated with changes in the economy, price, and other 

factors away from the Company and its shareholders and onto ratepayers. Such a 

shifting of risk, without any corresponding mitigation or ratepayer protection 

measures will result in rates that are not fair, just, and reasonable. 

0 The inclusion of a weather component in the proposed EEP provides the Company 

with virtually free weather-related sales insurance without any corresponding 

benefit to ratepayers. Even if revenue decoupling is adopted, this aspect of the 

Company’s EEP proposal should be rejected, without a showing of some 

corresponding benefit to ratepayers. 

The EEP mechanism has been offered on a permanent basis and has no review or 

analysis period to assess its effectiveness or the emergence of any unanticipated 

consequences. 

@ The EEP mechanism is not accompanied or tied to any verifiable, performance- 

based energy efficiency goals and outcomes. 

The EEP mechanism is likely to make the Company whole for changes in sales 

that have nothing to do with its energy efficiency efforts. 

Q. 
A. 

Would you please describe Staffs alternative proposal? 

Yes. Should the Commission accept the need for decoupling, Staff recommends that the 

Commission approve the lost fixed recovery (“LFCR’) performance-based mechanism 

that would actively incent the Company to meet the Commission’s energy efficiency 
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goals, while holding the Company harmless for the revenue losses associated with its 

energy efficiency efforts if it meets the Commission’s goals. If the Company is correct 

that cost-effective energy efficiency programs result in stranding its fixed costs (and 

capacity), then the only time in which this fixed cost recovery problem should arise is 

when the Company has met real, meaningful, and measurable energy efficiency goals. 

Under Staffs proposal, the Company would attain greater amounts of fixed cost recovery 

as it meets its Commission-defined energy efficiency goals. 

Q. 

A. 

If the Commission adopts the Company’s proposed revenue decoupling mechanism, 

what conditions should the Commission apply to the mechanism? 

Staff recommends the Commission adopt the following ratepayer protection mechanisms 

if the Company’s decoupling mechanism is approved. 

e Adoption of an annual earnings review and a refund of all dollars in excess of the 

Company’s authorized return to ratepayers during the period in which full revenue 

decoupling is in place. 

Adoption of a three year review period for energy efficiency performance and any 

lost revenue mechanism adopted by the Commission. The Company’s performance 

should be judged against energy efficiency performance goals including new, 

incremental energy efficiency programs that are implemented after the decoupling 

mechanism is initiated. This review should include a regulatory presumption that 

any lost revenue recovery mechanism will be discontinued in three years unless the 

Company has clearly demonstrated that its disincentives for the promotion of 

energy efficiency have been eliminated. 
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e A three year review process that includes: (1) an energy efficiency review; (2) a 

revenue deferrals and collections review if full decoupling is adopted by the 

Commission; (3) a customer usage analysis; and (4) other review criteria 

addressing internal changes in the Company’s energy efficiency culture and 

philosophy and the financial market perceptions of its revenue decoupling 

mechanism and related earnings impacts. 

e Annual reporting requirements that include both the Company’s proposal to 

reconcile actual-to-allowed revenue, an annual earnings surveillance report, and a 

reconciliation of the forecasted to actual per measure/per customer class total 

energy efficiency savings and participation levels in the prior year relative to 

forecasted level. 

e The three year review should be conducted by a consultant selected by Staff and 

funded by the Company at a level of not more than $100,000 per review. 

Q. 

A. 

If the Commission adopts Staffs alternative mechanism, what conditions should the 

Commission apply to the mechanism? 

Staff recommends the Commission adopt the following ratepayer protection mechanisms 

if the Staffs proposed LCFR is approved: 

0 Adoption of an annual review period for energy efficiency performance and any lost 

revenue mechanism adopted by the Commission. The Company’s performance should 

be judged against energy efficiency performance goals including new, incremental 

energy efficiency programs that are implemented after the LCFR mechanism is 

initiated. 
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An annual review process that includes: (1) an energy efficiency review; (2) a 

customer usage analysis; and (3) other review criteria addressing internal changes in 

the Company’s energy efficiency culture and philosophy and the financial market 

perceptions of its revenue decoupling mechanism and related earnings impacts. 

Annual reporting requirements that include both a reconciliation of the LFCR 

mechanism and identification of per measure/per customer class total energy 

efficiency savings and participation levels in the prior year relative to forecasted level. 

The annual review should be conducted by a consultant selected by Staff and funded 

by the Company at a level of not more than $50,000 annually. 

Q. 

A. 

Does Staff have any other recommendations regardless of whether the Commission 

adopts a full decoupling mechanism or the LFCR recommended by the Staff? 

Yes. The Commission should evaluate changes in usage pre- and post-policy adoption 

regardless of whether or not a revenue decoupling mechanism is adopted. Some of the 

customer usage statistics that should be included in this review include: 

0 

0 

0 

An analysis of usage differences between new and existing customers. 

A comparison of the differences between new and existing customer UPC. 

An analysis of overall customer usage, UPC, and customer growth per class on a 

pre- and post-decoupling basis. 

An analysis of customer migration during the three-year review period. 

An analysis of Company activities in supporting new customer growth including 

the encouragement of new and economic uses of natural gas. 

0 

0 
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0 A survey of customer perception, understanding, and acceptance of the decoupling 

mechanism and its intent. 

Q. 
A. 

Would you please summarize Staffs Class Cost of Service Study recommendations? 

Yes. 

allocation factors: 

Staff recommends that the Commission adopt the following alternative CCOSS 

Distribution mains should be allocated on a 50-50 basis with 50 percent of those 

investments being allocated to customers and the other 50 percent allocated on 

non-customer factors. This differs from the Company’s proposal to allocate mains 

investment on a 50 percent demand/5O percent customer allocation basis. 

The non-customer component of the mains investment allocator should be divided 

on a 50-50 commodity-demand basis. 

Measuring and regulating equipment should be allocated on a 50 percent demand 

and 50 percent commodity basis, instead of the 50 percent customer and 50 percent 

demand allocation proposed by the Company. 

Maintenance of mains should be allocated on the basis of 50 percent customers, 25 

percent demand, and 25 percent commodity, consistent with the plant account 

associated with these maintenance activities. 

Measuring and regulating equipment - industrial should be allocated to industrial 

customers only, as opposed to the Company’s method which allocated these costs 

to all customers. 
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The Commission should order the Company to include the special procurement gas 

customers served under Schedule G-30 in the CCOSS submitted in its next rate 

case. 

The Commission should order the Company to develop an accounting process that 

explicitly identifies customer class-specific Contributions in Aid of Construction 

(“CIAC”) in such a manner that CIAC can be appropriately assigned to the classes 

that paid the CIAC. 

All CCOSS errors identified by the Company in response to Staffs discovery 

should be corrected including those associated with the allocation of services, 

meters, and customer installation expenses. 

Q. 
A. 

Would you please summarize Staffs rate design recommendations? 

Yes. 

e 

Staffs rate design recommendations can be summarized as follows: 

Revenue responsibilities for developing rates should be allocated on a 

methodology that constrains any one class from receiving a rate increase greater 

than 1.25 times the system average and distribute any of the remaining revenue 

deficiency across classes earning less than three times the proposed system average 

increase. 

Existing customer charges should be held at their current levels. 

The Company’s existing uniform volumetric rate structure should be continued. 
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0 Volumetric rates should be increased according to the results of Staffs alternative 

class cost of service model and the Staffs recommended revenue requirement. 

0 Staff recommends the Commission reject the Company’s low income class rate 

design proposal and continue the existing 20 percent discount on the first 150 

therms of winter usage. 

0 For the Company’s Special Residential Gas Service for Air Conditioning rate, 

Staff recommends a gradual move towards a uniform volumetric rate for this class 

until such time that the Company can support a declining block rate with class- 

specific cost information. 

0 Staff agrees with the Company proposal to separate the Large General Service 

class. However, the Commission should reject the Company’s customer and 

delivery charge proposals for the Large-1 and Large-2 General Service classes. 

Instead, Staff recommends that the Commission decrease the customer charge of 

the Large-1 General Service class to $120 per month and examine further 

decreases in the Company’s next rate case. Staff also recommends the Commission 

increase the customer charge of the Large 2 General Service class to $240 per 

month. 

0 Staff recommends that the Commission order the Company to close the Small 

Essential Agriculture tariff to all new customers. 

0 Staff has expressed a strong interest to investigate alternative rate designs that may 

send better price signals to customers about the opportunity cost of their natural 
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gas consumption decisions. Staff recommends the Commission order the 

Company to evaluate alternative rate designs, including an inclining block rate 

structure for residential and commercial customers, in the next rate case. Each 

alternative rate design proposal offered by the Company should include 

documentable cost support and other details indicating how the alternative rate 

design promotes and supports energy efficiency. 

0 Staff recommends the Commission adopt the Company’s proposed change for 

Rate Schedule No. B-1 . 

0 Staff recommends that the Commission order the Company to either (a) 

discontinue collecting advances and CIAC that result in a return on equity that is 

more than 50 basis points above the allowed return, or (b) demonstrate that the 

Incremental Cost Model filed in this case, and used to estimate these advances, are 

not representative of the final advances and CIAC collected from customers. 

DECOUPLING 

A.  Introduction 

Q. 

A. 

What are Staffs general recommendations regarding the Company’s proposed 

revenue decoupling mechanism? 

Staff recommends that the Commission reject the Company’s proposed revenue 

decoupling mechanism. 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

What was the rationale for the Company’s proposal? 

The Company effectively bases its proposal on the assertion that regulation is ineffective 

in balancing the risks and rewards associated with energy efficiency investments.’ 

According to the Company, traditional regulation has a number of inherent flaws that 

challenge its ability to promote energy efficiency and recover its revenue requirement.2 

How does revenue decoupling deviate from common regulatory principles? 

Utility regulation is based upon a principle, developed over the past century, commonly 

referred to as the “regulatory compact,” that defines the relationship and expectations 

between regulated companies and their regulators. This relationship gives regulated 

utilities a specific service territory and an opportunity, but not a guarantee, to earn a 

reasonable rate of return on, and recovery of, their prudently-incurred investments. In 

return, regulated utilities are obligated to provide safe, reliable, and economic service to 

their ratepayers at rates that are fair, just, and reasonable. Full decoupling, like 

Southwest’s proposal, however, differs from this principle by creating an almost 

guaranteed revenue requirement for the Company with little to no market incentives or 

discipline for efficient service, and without mitigation or ratepayer protection measures. 

Does Staff agree with the Company’s argument that its proposed EEP will better 

align its incentives with those of its customers? 

No, particularly since this argument tends to overstate the financial impacts that are 

claimed to arise from the promotion of utility-sponsored energy efficiency. Lost base 

revenues associated with energy efficiency are only one of several factors that can 

’ Direct Testimony of Edward B. Gieseking, p. 5. 
Direct Testimony of Edward B. Gieseking, p. 7. 2 
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influence total sales revenues. Other factors include, but are not entirely limited to price, 

weather, and income. As a result, full revenue decoupling, as proposed by Southwest, can 

lead to bill surcharges for revenue changes that have nothing to do with utility-sponsored 

energy efficiency programs. 

B. Revenue decoupling mechanisms and the proposed EEP 

Q. 
A. 

Q. 
A. 

Q* 

A. 

Has the ACC issued a policy statement supportive of revenue decoupling? 

Yes. This Policy Statement3 is the outcome of several rounds of comments and workshops 

held throughout 2010. The investigation itself was the result of issues raised during the 

course of setting energy efficiency standards for electric utilities (December 19, 2009) and 

jurisdictional gas utilities (August 2010) during roughly the same period of time. 

What was the outcome of this workshop process? 

The Commission issued a Policy Statement and Report at the conclusion of this process. 

The Report, which precedes the Policy Statement, summarizes the workshop process, 

identifies the parties participating in the workshop, and highlights various parties’ 

positions. The Policy Statement itself consists of three pages and 13 specific policy bullet 

points. 

Did the ACC recognize that specific revenue decoupling guidelines were best 

determined in a general rate case? 

Yes. While the ACC Policy Statement generally supports some type of revenue 

decoupling, the Commission also recognizes, as did most parties at the ACC’s workshops, 

ACC Policy Statement Regarding Utility Disincentives to Energy Efficiency and Decoupled Rate Structures. 3 

Docket Nos. E-00000J-08-03 14 and G-00000C-08-03 14. December 29,2010. 
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that specific policies and proposals, as well as potential alternatives, can and should be 

considered within the context of a specific rate case proceeding. The Workshop Summary 

explicitly notes that: 

In response to a question as to whether Arizona should engage in a broad 
approval of decoupling, utilities responded that a rulemaking would 
provide a framework and parameters but the expectation was that utilities 
would more fully address issues within a specific rate case proceeding. 

Later, the ACC, in the Workshop Summary noted: 

The Commission believes that adoption of decoupling should occur in rate 
cases, with evaluation and review occurring after an initial three year 
period. 

In the formal Policy Statement itself, the Commission notes that utilities may file a 

proposal for decoupling or an alternative mechanism for addressing disincentives, in its 

next general rate casea4 The ACC did not adopt, require, nor mandate revenue decoupling, 

leaving the ultimate decision regarding revenue decoupling, and the merits of specific 

decoupling proposals, to be addressed in utility-specific rate cases. 

Q. 

A. 

Did the Policy Statement recognize that alternatives to revenue decoupling could also 

be examined? 

Yes. While the ACC Policy Statement offers a number of positive assertions about the 

use of revenue decoupling as a policy mechanism to address perceived utility 

disincentives to energy efficiency, it also clearly recognizes that decoupling is not the only 

ACC Policy Statement Regarding Utility Disincentives to Energy Efficiency and Decoupled Rate Structures. 4 

Docket Nos. E-00000J-08-0314 and G-00000C-08-0314, December 29,2010, p. 32. 
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policy option available to regulators. For instance, in Policy Statement Number 3, the 

ACC explicitly notes that it: 

. . .could also consider alternative methods for addressing utility financial 
disincentives. Some form of decoupling, or alternative for addressing 
financial disincentives must be adopted in order to encourage and enable 
aggressive use of demand side management programs and the achievement 
of Arizona’s [energy efficiency goals]. 

In Policy Statement Number 5, the ACC notes: 

Adoption of decoupling (or any other alternative mechanisms that 
addresses utility disincentives to promoting energy efficiency) should not 
occur as a pilot, as this insufficiently supports demand side management 
efforts. 

In Policy Statement Number 7, the ACC notes: 
Utilities are encouraged to develop customer rate designs that support 
energy efficiency and work well in tandem with decoupling (or alternative 
mechanisms). 

Thus, the ACC Policy Statement clearly recognizes that common revenue decoupling is not 

the only mechanism that can support utility efforts in promoting energy efficiency and that 

it was open to the consideration of “alternative mechanisms.” 

C. Overview of the Company s EEP Proposal 

Q. 

A. 

How would the Company’s decoupling mechanism work? 

Southwest proposes to implement revenue decoupling on a revenue per customer (“RPC”) 

basis. An RPC-based mechanism is a common form of revenue decoupling that starts 

with the determination of an allowed RPC, typically derived from the outcome of a 

concurrent rate proceeding. The allowed (test year) revenue requirement, divided by the 
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total number of test year customers is then utilized as the allowed RPC for future revenue 

decoupling reconciliation purposes. Future decoupling reconciliations compare actual 

RPC (actual revenues collected per the actual number of customers in the same 

reconciliation period) to allowed RPC to determine a per customer revenue deficiency or 

surplus. This per customer difference is then multiplied by the number of actual 

customers in the reconciliation period to arrive at a total revenue deficiency or surplus. 

This deficiency or surplus is divided by reconciliation period sales to develop a per therm 

surcharge or credit that will be applied to the upcoming twelve-month recovery period. 

Q. 

A. 

Q. 
A. 

Would ratepayers be subject to a single or a multiple decoupling reconciliation 

process under the Company’s EEP? 

Ratepayers would be subjected to multiple recon ciliation^.^ For instance, the first set of 

decoupling reconciliations would be done on a monthly basis, and assess a surcharge or 

credit for weather-related deviations in heating season usage. The second set of 

decoupling reconciliations would be conducted at the end of the year, would true up the 

difference between actual and allowed revenues discussed earlier, and assess this 

difference on monthly bills for the upcoming 12 months. 

Would the Company be made whole for changes in sales created by the weather? 

Yes. The second component of the Company’s revenue decoupling mechanism includes a 

true-up for weather-related differences in usage during its heating season months.6 

Ratepayers would be assessed a charge (or credit) if the prior month’s weather was 

warmer (or colder) than normal. Here, “normal” weather is defined as the rolling ten year 

Direct Testimony of Edward B. Gieseking, p. 3.  
Direct Testimony of Edward B. Gieseking, p. 3.  

5 

6 
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average of the observed heating degree days (“HDDs”).’I Weather normalized usage for 

each customer is estimated as the difference in HDDs (actual to normal) times the 

statistically-estimated average response that customers tend to exhibit when HDDs are 

varied. The Company estimates this average weather response, or weather sensitivity, for 

single family residential customers as being 0.16. In other words, a one HDD deviation 

from average weather tends to result in a 0.16 therm increase in usage, holding other 

factors constant.* 

Q. 

A. 

Q* 

A. 

Has the Company included any customer protection mechanisms in its proposed 

EEP? 

None that are comparable to those included in the revenue decoupling mechanisms of 

other states. The Company is not proposing to subject its revenue decoupling mechanisms 

to a future review and evaluation; its mechanism is not tied to successfully meeting the 

Commission’s energy efficiency goals; and the proposal sets a rate cap at a relatively high 

percentage. 

Has the Company provided any “back-casts” that show the impact that revenue 

decoupling would have on customer bills had it been previously adopted? 

Yes. The Company provided calculations showing the impact of decoupling as if it had 

been in place from 2007 through 2010 in response to Staff Data Request 3-32. This 

information revealed that for the residential classes, the Company would have collected 

additional revenue ranging from $7.6 million in 2007 to $29.3 million in 2009. In total, 

’ A heating degree day (“HDD”) is a measure that relates temperature to energy demand. One HDD is defined as the 
difference in average daily temperatures to a reference temperature of 65 degrees. If the average temperature is equal 
to or greater than 65 degrees, there are no HDDs for that day. If the average temperature is lower than 65 degrees, 
then each degree lower is counted as an HDD. See National Oceanic and Atmospheric Administration, National 
Weather Service, Internet website: http://nws.noaa.gov/glossary/. 
* Response to Staff Data Request ACC-STF-3-6 

http://nws.noaa.gov/glossary


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

ia 

19 

2c 

21 

22 

23 

24 

Direct Testimony of David E. Dismukes 
Docket No. G-0 1 5 5 1 A- 1 0-045 8 
Page 17 

for the four years, Southwest would have collected an additional $62.0 million from 

residential customers if its rates had been decoupled. The average annual decoupling 

collections would have amounted to six percent of residential test year revenue. Further, 

for residential customers, the Company estimates surcharges in each of the four years, 

dispelling any notion that the rate impacts from revenue decoupling would have been 

symmetrical. 

Q. 
A. 

What were the estimated impacts for the other customer classes? 

Smaller impacts are indicated from the general service classes. If decoupling had been in 

place over the past four years, the Company would have collected an additional $3.9 

million from customers with an annual average surcharge of close to $1 million, or one 

percent of test year revenue. Although the Company estimates that there would have been 

a total revenue increase for the entire general service class, the small and medium general 

service customers would have witnessed rate decreases with decoupling. 

D. Rationale for Decoupling 

Q. 
A. 

What are the purported disincentives to utilities to promote energy efficiency? 

Some energy efficiency advocates, as well as many (but not all) utilities, argue that current 

regulatory pricing practices discourage utility-sponsored energy efficiency programs. 

These supporters note that energy efficiency reduces sales thereby reducing a utility’s 

ability to recover its fixed costs. One of the primary reasons for the Company’s revenue 

decoupling proposal is to address its claims that there is a mismatch between the financial 

interests of its customers and its shareholders regarding energy efficiency.’ 

Direct Testimony of Edward B. Gieseking, p. 5. 9 
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Q. 
A. 

Q. 

A. 

Q. 
A. 

How does revenue decoupling address this claimed disincentive? 

The general premise behind revenue decoupling is that it removes the relationship 

between the collection of a utility’s revenue requirement and its sales, thereby removing 

the disincentives to pursue end user efficiency programs. For instance, under the 

Company’s revenue decoupling approach, changes in sales revenues would be compared 

with benchmark revenue amounts. 

Are sales decreases due to energy efficiency the only source of differences between 

test year (allowed) and actual revenues? 

No. There are a variety of other reasons why retail sales and revenues in any given year 

can differ from the test year amount. These impacts are usually much larger than sales 

losses created by energy efficiency programs. Consider that test year retail sales and 

revenues in a rate case are usually based upon a “typical” year and as such, are based upon 

typical factors such as the weather, the economy, and prices, among other things. In any 

given year, the actual performance of the economy may differ from the test year. Weather 

may be colder or warmer than the historical normal weather trends included in the test 

year, and other factors may occur in any given year that impact sales differently than what 

was anticipated in the test year determination. The differences in sales created by 

weather, the economy, commodity prices, and other factors usually account for greater 

changes in revenue than those resulting from utility-sponsored energy efficiency 

programs. 

What factors have motivated renewed interest in revenue decoupling? 

Revenue decoupling attained a new level of interest around 2004 to 2005 due to (1) past 

increases in natural gas prices which have impacted overall usage and (2) the significant 

acceleration of state-driven energy efficiency (“EE”) goals and targets. Exhibit DED- 1 
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presents a map that shows EE goals that many states have recently adopted hoping to 

attain demand reduction levels by as much as 15 to 20 percent by 20 15. 

Q* 
A. 

Q. 

A. 

Q. 

A. 

Are natural gas and electric utilities facing similar usage trends? 

No. Natural gas utilities, including Southwest in this proceeding, have suggested an 

additional motivation for promoting revenue decoupling associated with decreasing 

residential usage per customer (“UPC”) over the past several years. lo  Electric utilities 

have not been facing similar decreasing UPC trends. In fact, electric utilities have seen 

UPC trends that generally move in opposite directions from those seen in the natural gas 

industry. The chart in Exhibit DED-2 compares overall U.S. electric and natural gas UPC 

trends over the past 19 years. While electric UPC has been generally increasing over this 

same period, natural gas UPC has been generally decreasing. 

What level of lost base revenue can be expected for Southwest as a result of meeting 

the Commission’s energy efficiency goals? 

Exhibit DED-3 shows the Company’s historic and forecasted annual lost base revenues 

that are created by the Commission’s annual energy efficiency goals. These lost base 

revenues do not exceed 0.7 percent of forecasted base revenues in any given year. 

What factors are influencing UPC if energy efficiency savings are not significantly 

impacting utility revenues? 

A number of factors influence sales including weather, income, commodity prices, as well 

as structural usage changes created by new and more efficient appliance standards. More 

recently, the recession and its consequences of unemployment and belt tightening have 

Direct Testimony of Robert A. Mashas, pp. 4, 6-7; Direct Testimony of James L. Cattanach, p. 10. 10 
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contributed to a reduction in usage by customers. As noted earlier, natural gas commodity 

prices have changed dramatically over the past eight years starting during the winter of 

2000-2001 and particularly in the aftermath of Hurricanes Katrina and Rita in 2005. 

These collective changes have had considerable impacts on recent changes in total 

residential UPC. 

Q. 
A. 

How does the promotion of market transformation programs impact sales? 

Market transformation is commonly associated with informational and educational 

programs designed to change consumer perceptions about energy use and efficiency. 

Education, however, is a long-term proposition and the results of these market 

transformation programs will likely be embedded (and difficult to separate) from the trend 

in usage per customer. 

E. Revenue Decoupling and Weather Normalization 

Q. 

A. 

Why has the Company’s revenue decoupling mechanism included an adjustment for 

weather? 

The Company’s request appears to be based upon the fact that a weather adjustment 

opportunity was discussed, and eligible for future consideration, in the Commission’s 

prior Policy Statement.” The Company suggests that the weather normalization 

adjustment (“WNA”) component of its revenue decoupling mechanism is designed to 

provide immediate relief to customers from extreme weather events.’* However, a close 

examination of past weather trends shows that the Company and its shareholders would 

have attained greater relief from this mechanism than ratepayers. 

Arizona Corporation Commission, “ACC Policy Statement Regarding Utility Disincentives to Energy Efficiency 

Response to Data Request RUCO-2- 10. 

11 

and Decoupled Rate Structures,” p. 32 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

What are the common arguments that utilities have offered for WNA mechanisms? 

Utility justifications for WNAs typically rest upon two premises. The first is that the 

regulatory process is deficient and unable to set rates correctly since actual sales and 

revenues are almost certain to never coincide. The second is that changes in sales are 

inherently risky, and the Company should be insulated from this risk by a true-up 

mechanism that allows it a level of revenues that is unaffected by weather. 

Does Staff agree with the premise that weather risk is symmetrical? 

No. On some occasions, utilities, in making WNA proposals, will make the claim that 

weather risk is symmetrical and that WNA mechanisms can serve as a balancing 

mechanism between customers and utilities. That is not the case in this proceeding as the 

Company has not attempted to make this claim. The typical utility argument justifying the 

implementation of a WNA mechanism is that these mechanisms will effectively 

“institutionalize” long run weather trends: in some periods, rates will be increased due to 

warmer-than-normal temperatures and in other periods, rates will decrease to reflect 

colder-than-normal temperatures. Under this logic, in the long run, the colder-than- 

normal cycles will offset the warmer-than-normal cycles, resulting, on average, in a zero 

gain to either party (e.g., utility, ratepayers). 

Do these mechanisms tend to be symmetric? 

Usually not and the degree of asymmetry inherent in the mechanism will in large part be a 

function of how the mechanism is constructed, the time period between rate cases, and the 

weather cycles under which the mechanisms are evaluated. It is quite possible that these 

mechanisms can be pure risk-shifting mechanisms placing greater weather-related sales 

risk on customers and away from utilities and their shareholders. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Direct Testimony of David E. Dismukes 
Docket No. G-01551A-10-0458 
Page 22 

Q. 

A. 

Q. 
A. 

Have any regulatory commissions revised their approval of a WNA because of this 

risk asymmetry? 

Yes. The Connecticut DPUC noted that WNA clauses are not symmetrical in the benefits 

shared between the utility and ratepayer. In a recent Southern Connecticut Gas Company 

(“Southern”) decoupling proceeding, the utility noted that it has received significantly 

greater benefits than ratepayers over a 15 year period. The DPUC noted that “Southern 

received a total of $43.6 million in net WNA revenue” over a 15 year period and that the 

utility’s “ROE has benefitted significantly.” l 3  Exhibit DED-4 provides a table, based 

upon data developed by Southern, that was cited by the DPUC as providing evidence 

regarding asymmetric WNA benefits accruing to the utility. 

Did the Connecticut DPUC draw any conclusions from this analysis? 

Yes. The DPUC noted: 

The WNA has not performed as the Department had believed it would 
when its continuation was allowed in the 2000 Decision. To date, the 
WNA has been one-sided in favor of the Company. As stated earlier, the 
Department was of the belief that the ROE would be reduced in future 
years and that the revenue flows would average out over the 30-year 
normal weather period. The WNA is now half-way through the 30-year 
averaging period and neither has happened. The 85 basis point average 
bonus to the ROE has now increased to 93 basis points and the Company is 
nearly $44 million better off with the WNA than without. Further, what 
was deemed an ‘‘accident of history” by the Department in the 2000 
Decision has actually continued on a trend of warmer than normal weather 
in 12 of the 15 years since the WNA was established. Unless the weather 
pattern turns colder than normal for the majority of the remaining years of 
the 30-year cycle, the revenue flows will have little or no opportunity to 
average-out, and the benefit between ratepayers and the Company will not 
equalize as expected. Because there is no guarantee that the current weather 

l 3  Application of the Southern Connecticut Gas Company for a Rate Increase. Connecticut Department of Public 
Utility Control. Docket No. 08-12-07. Order Dated July 17,2009, emphasis added. 
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trend will reverse itself, the Department finds that continuing the WNA 
would not be in the public interest. 

Consequently, the Department hereby abolishes Southern’s WNA. 
Effective with new rates, Southern is directed to cease applying the WNA 
to customer bills. The Department reserves for a future proceeding any 
determination regarding the historic operation and financial impact on the 
company and ratepayers of the WNA. l 4  

Q. 
A. 

Q. 
A. 

Does Staff think weather-related risk is symmetrical under the Company’s proposal? 

No, based on to the information included in the Company’s application and testimony. 

Under the status quo, the Company would continue to deal with the risk of any potential 

losses (or gains) in sales associated with changes in weather. The Company itself has 

repeatedly noted that this is a risk that somehow compromises its ability to earn its 

revenue requirement and represents a fundamental shortcoming in its interpretation of 

traditional regulation. l 5  Thus, approval of the Company’s proposal would be a net shifting 

of risk away from itself and onto customers. 

Are the historic weather trends symmetrical in the Company’s service territory? 

No. Exhibit DED-5 shows that the difference between actual heating degree days and 

normal heating degree days (“normals”) for the residential rate class (G-5) has been 

consistently skewed against ratepayers in samples based upon 3, 5,7,  and 10-year periods 

ending January 201 I .  

Application of the Southern Connecticut Gas Company for a Rate Increase. Connecticut Department of Public 14 

Utility Control. Docket No. 08-12-07. Order Dated July 17,2009, emphasis added. 
l5 Direct Testimony of Theodore K. Wood, p. 7. 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

Is the historic usage change resulting from these biased differences significant? 

Yes. Exhibit DED-6 shows that the usage from these warmer-than-normal biases was 

relatively significant over the 3 ,  5 ,  7, and 10-year sample periods. 

Is a WNA component required as part of a decoupling mechanism? 

No, and a number of states that have adopted revenue decoupling mechanisms, such as 

Colorado, Idaho, Michigan, Minnesota and Washington, have explicitly done so without a 

weather adjustment component. 

Would Staff recommend approval of a WNA if these weather trends were exactly 

symmetrical? 

No, since there would be no need for a WNA. A symmetrical WNA would balance 

revenue losses with gains over the long run, rendering the need for a WNA moot. 

F. Washington Utilities and Transportation Commission ’s (“ WUTC ’7 Evaluation of Decoupling 

Q9 

A. 

What mechanisms did the WUTC define as being appropriate and associated with 

the “direct” actions of utility energy efficiency efforts? 

The WUTC states that it will only consider a “limited decoupling mechanism,” in the 

context of a general rate case, and conditioned any consideration of a limited decoupling 

proposal entirely upon a utility’s level of energy efficiency achievement: 

The Commission remains receptive to recovery of lost margin attributable 
to company-sponsored conservation programs and company-sponsored 
education and information programs. The Commission generally will not 
consider approving mechanisms that permit recovery of lost margin not 
attributable to a company’s conservation efforts, such as conservation not 
supported by a utility’s above-stated conservation efforts, customer- 
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initiated fuel substitution and other responses to price elasticity, or 
increased stringency of energy or building codes and standards. l 6  

G. S t a f s  Alternative Recommendations 

Q. 
A. 

Q. 
A. 

Can Staff please explain its alternative recommendation? 

Yes. One of the problems with true revenue decoupling is that by decoupling revenues 

and costs from sales, revenue decoupling can also decouple a primary determinant of 

performance from rates. If left unchecked, rates may start to reflect accumulated 

inefficiencies and potentially over-capitalization. There are alternative methods, however, 

that can preserve the traditional performancehate relationship by tying any lost fixed cost 

recovery amounts to energy efficiency savings. 

Can you explain how this lost fixed cost recovery (“LFCR”) mechanism would work? 

Yes. A LFCR mechanism would tie the Company’s performance in its energy efficiency 

efforts to potential lost base revenue recovery. If Southwest is correct, that the 

deployment of cost-effective energy efficiency results in stranding its fixed costs (and 

capacity), then the only time in which this fixed cost recovery problem should arise is 

when the Company has met real, meaningful, and measurable energy efficiency goals. l7 

Under Staffs proposal, the Company would attain greater amounts of fixed cost recovery 

as it meets its Commission-defined energy efficiency goals. 

l6 In the Matter of the Washington Utilities and Transportation Commission’s Investigation into Energy Conservation 
Incentives. Washington State Utilities and Transportation Commission. Docket- 100522. Report and Policy 
Statement on Regulatory Mechanisms, Including Decoupling, to Encourage Utilities to Meet or Exceed their 
Conservation Targets. November 4,20 10. 
l7 Direct Testimony of Edward B. Gieseking, p. 7 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

How would the LFCR be collected from customers? 

The LFCR would be a separate surcharge included on each customer’s bill, much like a 

gas adjustment surcharge. 

How would this mechanism work? 

The mechanism would effectively allow the Company to recover its first year lost base 

revenues that could arise as if 100 percent of its first year energy efficiency goals were 

achieved. Using the Staff recommended rates and the Company’s 201 1 energy efficiency 

saving goal of 2,281,000 therms, Staff estimates 2011 lost base revenues to be 

approximately $1,3 13,48 1. Dividing this amount by applicable 20 10 therms of 

615,748,565 yields a 201 1 surcharge of $0.00213 per therm. 

How would the next reconciliation work? 

The Company would be allowed to recover, through a per unit surcharge, the total amount 

of the anticipated 2012 lost base revenues assuming it achieves 100 percent of its 201 1 

energy efficiency savings. This amount would be trued-up to actual lost base revenue in 

the April 2013 reconciliation process. If the Company does not meet 100 percent of its 

2012 energy savings goals, the difference between the 100 percent it was allowed to 

collect and the actual lost revenue would be refunded to ratepayers during the 2013 

reconciliation process. In addition, if Southwest does not meet its 2012 savings goals, it 

will not be allowed to recover its estimated lost base revenue for 20 13. The Company will 

only be allowed to recover upcoming estimated lost revenue if it meets or exceeds the 

prior year’s energy savings goals. 
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Q. 
A. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

How would adjustments be made? 

Each year, the Commission would undertake a reconciliation process, much like the one 

proposed under the Company’s decoupling mechanisms. However, under Staffs 

alternative, the Company’s actual energy efficiency savings would be compared to the 

Commission’s current efficiency goals. If the Company attains 100 percent of its required 

energy efficiency goals at the time of the reconciliation, it would be allowed to increase its 

surcharge amount to a level comparable to the lost base revenues anticipated for the next 

year’s energy efficiency activities. If the Company fails to reach those goals, there would 

be no surcharge allowed for the upcoming year’s lost base revenues. 

What would happen if the Company exceeds its energy efficiency goals in any 

reconciliation period? 

The Company would only be allowed to recover 100 percent of the upcoming year lost 

base revenues. However, the Company would be permitted to recover, through the 

surcharge, in the following year the difference between 100 percent collected from 

customers and the actual amount of lost base revenues associated with attaining energy 

saving greater than 100 percent of the year’s goal, as limited by yearly targets in the 

energy efficiency rules. 

Would usage changes related to weather be included in Staff’s alternative proposal? 

No, since changes in usage that were created by the weather are not related to the 

Company’s energy efficiency performance. 

How would the reconciliation process work? 

The reconciliation period would begin April 1 of each year with the filing of the 

Company’s DSM report as currently required for the preceding year. In this filing, the 
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Company would file its energy efficiency savings and lost revenue information along with 

all supporting calculations and documentation for the calendar year. This filing would 

also include the surcharge calculation for the upcoming year. For example, the 

Company’s 2012 filing would be based upon calendar year 2011 energy efficiency 

savings. Staff would review the LFCR filing within 60 days. If Staff finds problems with 

the filing, those problems would be taken to the Commission for further resolution. If 

there are no problems with the Company’s filing, the surcharge would take effect June 1. 

Q. 

A. 

Q. 
A. 

Should an independent audit and evaluation be performed in order to confirm 

compliance with the Commission’s Gas Energy Efficiency rules and/or or adjust the 

savings reported in the Company’s annual DSM progress report, as filed each April 

lSf? 

Yes. Staff has proposed an adjustor mechanism to permit recovery of lost revenue to 

recover possible stranded fixed costs due to the Company’s efforts to meet the 

Commission’s gas energy efficiency standards. An independent audit/evaluation would 

ensure that recovery through this mechanism is based on the most accurate possible 

determination of the energy savings achieved. Such an audit/evaluation will also be useful 

for ensuring that the savings achieved by the Energy Efficient and Renewable Energy 

Resource Technology Portfolio (“EE and RET Portfolio”) are commensurate with the 

level of ratepayer funding. 

How should the independent audit and evaluation be performed? 

The audit/evaluation should be performed by an independent consultant selected by Staff, 

at a time to be determined by Staff, and may include, but not be limited to, the following 

elements: 
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Verifying the correct installation of a sampling of DSM and RET measures; 

Verifying the therm, or therm equivalent, savings per measure in a sampling of 

DSM and RET measures; 

Verifying the therm, or therm equivalent, savings in a sampling of DSM or RET 

programs; 

Reviewing calculations relating to the portfolio or energy efficiency savings for 

accuracy; 

Determining whether any baselines utilized for determining energy savings should 

be reset due to changes in appliance or building standards; 

Determining whether participation levels are reported accurately; 

Evaluating any education or assessment programs to determine whether they are 

leading to energy savings due to an increased awareness about energy use and 

opportunities for saving energy; and 

Evaluating Southwest’s claims of savings related to changes in building and 

appliance standards to verify savings from those changes, and to verify that 

Southwest’s efforts to support the adoption and implementation of the new 

standards have been adequately demonstrated and documented. 

Q. 
A. 

How should the independent audit and evaluation be funded? 

Staff would select an independent consultant using the Request for Proposal process and 

would oversee the audit/evaluation, but Southwest would be responsible for funding the 

audit/evaluation for up to $50,000. 
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Q. 

A. 

What does Staff see as the benefit of its proposal relative to the Company’s requested 

decoupling mechanism? 

Staff believes that its LFCR proposal offers a number of advantages over the Company’s 

full revenue decoupling mechanism. The LFCR will: 

Re-couple performance, cost, and revenue recovery in a fashion consistent with the 

best practices and traditions of utility regulation. 

Preserve traditional risk relationships in utility regulation with the Company 

business environment in bearing risks associated with both its costs and the overal 

which it operates. 

0 Remove disincentives for energy efficiency by creating positive (not neutral) 

incentives. 

Remove the increasingly-recognized deficiency created by full revenue decoupling 

that could allow utilities to collect revenue deficiencies that far exceed their energy 

efficiency efforts. 

H. Ratepayer Protection Mechanisms 

Q. 
A. 

Are ratepayer protection mechanisms commonly adopted with revenue decoupling? 

Yes, and Staff has surveyed some of these provisions for utilities that have approved 

revenue decoupling plans in Exhibit DED-7. Various states have used one or a 

combination of the following protections in the development of their respective revenue 

decoupling mechanisms: 
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0 Recovery Structures: This type of protection mechanism typically limits the range 

of revenue recovery for a utility under decoupling. One example of this is 

Colorado’s approach that only allows revenue recovery in instances where UPC 

falls by more than 50 percent of the five year average decrease. Another would be 

Washington’s approach that caps total recoveries to 45 percent of all revenue 

deferrals and conditions recovery of that 45 percent on the utility’s energy 

efficiency performance. 

0 Recovery Limitations: This type of protection restricts the amount of revenue that 

can be collected in any period by some fixed amount. Examples include Oregon’s 

original approach that limits revenue recovery to only 90 percent of the difference 

between actual and allowed margins, and Indiana’s provisions for its gas utilities 

that restricts revenue recovery to only 85 percent of the difference between 

allowed and actual margins. 

0 Caps on Accruals: This approach is common among approved decoupling 

mechanisms and caps the amount of overall accrual to some pre-defined percent of 

total revenues or some other measure. An example would be Utah’s limitation on 

recovery balances of one percent of total revenues or Wisconsin’s 100 basis point 

limitation. 

0 DSM Targets or Goals: Many programs either require DSM targets or goals to be 

a companion of the adoption of revenue decoupling. Some commissions, like the 

WUTC, actually tie revenue decoupling recoveries to EE achievement. The 

purpose of these types of protections is to ensure that the benefits created by utility 
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energy efficiency programs are balanced against the cost of potential revenue 

decoupling surcharges. 

0 Annual Filings and Periodic Reviews: Many programs require utilities to file 

information on balances and true ups periodically and many limit the adoption of 

revenue decoupling programs to a fixed period for a review on potential 

unanticipated consequences. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Should the Commission adopt ratepayer protection mechanisms? 

Yes. The Commission should adopt ratepayer protection mechanisms under either the 

Company’s full decoupling approach or under the Staffs proposed LFCR. Staff will first 

present the ratepayer protection mechanisms for a full revenue decoupling approach like 

the one proposed by the Company and then its LFCR. 

Should the Commission adopt a rate cap under the Company’s decoupling proposal? 

Yes. If the Commission accepts the Company’s proposal, it should cap deferrals to one 

percent of total revenues. This level is consistent with many other state revenue cap 

provisions for revenue decoupling. 

What about a hard earnings cap? 

Yes. If the Commission approves the Company’s revenue decoupling mechanism, Staff 

recommends that the Commission require an annual earnings review. The Company 

should be required to refund all dollars in excess of the Company’s authorized return to 

ratepayers during the period in which full revenue decoupling is in place. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Does Staff recommend any other ratepayer protections? 

Yes. The Company’s energy efficiency performance, under full revenue decoupling, 

should be examined after a three-year period. The regulatory review at the end of the 

fixed period should be clearly defined and should be based upon a regulatory presumption 

that the Company’s proposed revenue decoupling mechanism will be discontinued unless 

the Company can clearly demonstrate that its disincentives for the promotion of energy 

efficiency have been eliminated and the mechanism served its intended purposes. 

A three-year review period is similar to the time periods that have been accepted in other 

states approving revenue decoupling proposals. Three years seems to be a long enough 

period to evaluate meaningful changes in the Company’s promotion of energy efficiency, 

but not so long as to allow unanticipated consequences of revenue decoupling from 

becoming unmanageable. 

What review criteria should the Commission include in this process? 

The Commission should consider adopting several criteria in its evaluation process that 

are similar to those adopted in other states. Review criteria could fit into four general 

categories that would include: (1) an energy efficiency review; (2) a revenue deferrals and 

collections review; (3) a customer usage analysis; and (4) other review criteria that are 

defined by the Commission, the Company and other stakeholders. 

What should be included in the energy efficiency part of the review? 

A review of the Company’s energy efficiency activities is important in understanding the 

role that revenue decoupling mechanisms play in removing the purported disincentive to 

promoting energy efficiency. Some of the potential areas of review should include, but 

not be limited to: 
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e A comparison of pre- and post-review period energy efficiency performance 

primarily focused on program participation and energy savings. Goals should be 

set and the Company’s ability to attain these goals should be monitored both 

annually and during the review process through an “Evaluation, Monitoring, and 

Verification” process (“EM&V”). 

e An analysis of the scope, magnitude, and innovation with which Lie Company is 

promoting energy efficiency. 

e An analysis of the incremental energy efficiency program offerings and/or 

expansions from current practices. 

e An analysis of the changes in the avoided costs impacting energy efficiency 

program participation and savings and the degree to which non-participating 

customers attained capacity related savings fiom the Company’s energy efficiency 

programs. 

e An analysis of energy efficiency expenditures per program. 

e An analysis of the breadth of energy efficiency program offerings across various 

customer classes. 

e A comparison of actual energy efficiency savings to those included in the 

Company’s long run planning process. 
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Q. 

A. 

Q. 
A. 

Should the Commission review the Company’s revenue deferral and collection 

experience? 

Yes. If the Commission accepts the Company’s revenue decoupling proposal then there 

needs to be careful scrutiny on the mechanism’s deferrals and collections. Some of the 

areas of analysis in this category of review should include, but should not be limited to: 

An analysis of monthly, seasonal, annual, and cumulative revenue deferrals and 

balances. 

An analysis of any changes made to the deferral calculations. 

Comparison of estimated deferrals to those suggested in the rate case. 

An analysis of the potential impact of deferrals on earnings and overall returns. 

An analysis of the bill impacts associated with the decoupling mechanism. 

An analysis of the interest or carrying charges associated with the deferrals, if 

these types of costs are allowed. 

An analysis of the actual direct lost margin associated with the Company’s total 

and incremental DSM efforts. 

Are there any additional criteria Staff would recommend including? 

The Commission could include other important review criteria, particularly if it accepts 

the Company’s revenue decoupling proposal. Two additional analyses that may not fit 

neatly into the categories defined above, but may be nonetheless equally important, could 

include: 

0 The degree to which the Company’s corporate culture regarding the promotion of 

energy efficiency has meaningfully changed as a result of the adoption of revenue 

decoupling. 
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e An analysis of financial market perceptions of the Company’s revenue decoupling 

mechanism and its potential impact on earnings. 

Q. 

A. 

Q* 

A. 

Should the Company be required to make any annual filings if the Commission 

adopts revenue decoupling mechanism? 

Yes. The Company should be required to make annual filings with the Commission, 

including the Company’s proposal to reconcile actual-to-allowed revenue. In addition, the 

Company should be required to provide an annual earnings surveillance report, as well as 

a per measure/per customer class reconciliation of its actual and forecasted energy 

efficiency savings and participation levels. 

If the Commission adopts Staffs LCFR, what conditions should the Commission 

apply to the mechanism? 

Staff recommends the Commission adopt the following ratepayer protection mechanisms 

if the Staffs LCFR mechanism is approved: 

e Adoption of an annual review period for energy efficiency performance and any 

lost revenue mechanism adopted by the Commission. The Company’s 

performance should be judged against energy efficiency performance goals 

including new, incremental energy efficiency programs that are implemented after 

the LCFR mechanism is initiated. 

e An annual review process that includes: (1) an energy efficiency review; (2) a 

customer usage analysis; and (3) other review criteria addressing internal changes 

in the Company’s energy efficiency culture and philosophy and the financial 
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market perceptions of its revenue decoupling mechanism and related earnings 

impacts. 

a Annual reporting requirements that include both a reconciliation of the LFCR 

mechanism and identification of per measure/per customer class total energy 

efficiency savings and participation levels in the prior year relative to forecasted 

level. 

a The annual review should be conducted by a consultant selected by Staff and 

funded by the Company at a level of not more than $50,000 annually. 

Q. 

A. 

Does Staff have any other recommendations regardless of whether it adopts a full 

decoupling mechanism or the LFCR mechanism recommended by the Staff? 

Yes. The Commission should evaluate changes in usage pre- and post-policy adoption 

regardless of whether or not a revenue decoupling mechanism is adopted. Some of the 

customer usage statistics that should be included in this review include: 

An analysis of usage differences between new and existing customers. 

A comparison of the differences between new and existing customer UPC. 

An analysis of overall customer usage, UPC, and customer growth per class on a 

pre- and post-decoupling basis. 

An analysis of customer migration during the three-year review period. 

An analysis of Company activities in supporting new customer growth including 

the encouragement of new and economic uses of natural gas. 

A survey of customer perception, understanding, and acceptance of the decoupling 

mechanism and its intent. 
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I. Recommendations and Conclusions 

Q. 

A. 

Would you please summarize your decoupling recommendations and conclusions? 

Yes. Staff recommends that the Commission reject the Company’s proposed revenue 

decoupling mechanism since: 

The proposed EEP mechanism would shift revenue recovery risk associated with 

changes in the economy, price, and other factors away from the Company and its 

shareholders and onto ratepayers. Such a shifting of risk, without any 

corresponding mitigation or ratepayer protection measures, will result in rates that 

are not fair, just, and reasonable. 

The unnecessary inclusion of a weather component in the proposed EEP provides 

the Company with virtually free weather-related sales insurance without any 

corresponding benefit to ratepayers. Even if revenue decoupling is adopted, this 

aspect of the Company’s EEP proposal should be rejected, without some 

corresponding benefit to ratepayers. 

The EEP mechanism has been offered on a permanent bases and has no review or 

analysis period to assess its effectiveness or the emergence of any unanticipated 

consequences. 

The EEP mechanism is not accompanied or tied to any verifiable, performance- 

based energy efficiency goals and outcomes. 

The EEP mechanism is likely to make the Company whole for changes in sales 

that have nothing to do with its energy efficiency efforts. 
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Q. 
A. 

Q. 

A. 

What are Staffs recommendations? 

Should the Commission accept the need for decoupling, Staff recommends that the 

Commission approve the LFRC performance-based mechanism that would actively incent 

the Company to meet the Commission’s energy efficiency goals, while holding it harmless 

for the revenue losses associated with its energy efficiency efforts if it meets the 

Commission’s goals. If the Company is correct that cost-effective energy efficiency 

programs result in stranding its fixed costs (and capacity), then the only time in which this 

fixed cost recovery problem should arise is when the Company has met real, meaningful, 

and measurable energy efficiency goals. Under Staffs proposal, the Company would 

attain greater amounts of fixed cost recovery as it meets its Commission-defined energy 

efficiency goals. 

If the Commission adopts the Company’s proposed revenue decoupling mechanism, 

what conditions should the Commission apply to the mechanism? 

Staff recommends the Commission adopt the following ratepayer protection mechanisms 

if the Company’s decoupling mechanism is approved: 

0 Adoption of an annual earnings review and a refund of all dollars in excess of the 

Company’s authorized return to ratepayers during the period in which full revenue 

decoupling is in place. 

0 Adoption of a three year review period for energy efficiency performance and any 

lost revenue mechanism adopted by the Commission. The Company’s 

performance should be judged against energy efficiency performance goals 

including new, incremental energy efficiency programs that are implemented after 

the decoupling mechanism is initiated. This review should include a regulatory 
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presumption that any lost revenue recovery mechanism will be repealed in three 

years unless the Company has clearly demonstrated that its disincentives for the 

promotion of energy efficiency have been eliminated. 

a A three year review process that includes: (1) an energy efficiency review; (2) a 

revenue deferrals and collections review if full decoupling is adopted by the 

Commission; (3) a customer usage analysis; and (4) other review criteria 

addressing internal changes in the Company’s energy efficiency culture and 

philosophy and the financial market perceptions of its revenue decoupling 

mechanism and related earnings impacts. 

0 Annual reporting requirements that include both the Company’s proposal to 

reconcile actual-to-allowed revenue and an annual earnings surveillance report, 

and also identify per measure/per customer class total energy efficiency savings 

and participation levels in the prior year relative to forecasted level. 

a The three year review should conducted by a consultant selected by Staff and 

funded by the Company at a level of not more than $100,000 per review. 

Q. 

A. 

If the Commission adopts Staffs alternative mechanism, what conditions should the 

Commission apply to the mechanism? 

Staff recommends the Commission adopt the following ratepayer protection mechanisms 

if the Staffs alternative mechanism is approved: 

a Adoption of an annual review period for energy efficiency performance and any 

lost revenue mechanism adopted by the Commission. The Company’s 
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performance should be judged against energy efficiency performance goals 

including new, incremental energy efficiency programs that are implemented after 

the LCFR mechanism is initiated. 

e An annual review process that includes: (1) an energy efficiency review; (2) a 

customer usage analysis; and (3) other review criteria addressing internal changes 

in the Company’s energy efficiency culture and philosophy and the financial 

market perceptions of its revenue decoupling mechanism and related earnings 

impacts. 

e Annual reporting requirements that include both a reconciliation of the LFCR 

mechanism and identification of per measure/per customer class total energy 

efficiency savings and participation levels in the prior year relative to forecasted 

level. 

e The annual review should conducted by a consultant selected by Staff and funded 

by the Company at a level of not more than $50,000 annually. 

Q. 

A. 

Does Staff have any other recommendations regardless of whether the Commission 

adopts a full decoupling mechanism or the LFCR recommended by the Staff? 

Yes. The Commission should evaluate changes in usage pre- and post-policy adoption 

regardless of whether or not a revenue decoupling mechanism is adopted. Some of the 

customer usage statistics that should be included in this review include: 

e 

e 

An analysis of usage differences between new and existing customers. 

A comparison of the differences between new and existing customer UPC. 
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e An analysis of overall customer usage, 1 

pre- and post-decoupling basis. 

PC, and customer growth per class on a 

0 

e 

An analysis of customer migration during the three-year review period. 

An analysis of Company activities in supporting new customer growth including 

the encouragement of new and economic uses of natural gas. 

A survey of customer perception, understanding, and acceptance of the decoupling 

mechanism and its intent. 

e 

CLASS COST OF SERVICE STUDY 

A. Introduction 

Q. 
A. 

Q. 
A. 

What is the purpose of a class cost of service study? 

A class cost of service study (“CCOSS”) is a method by which utility costs are allocated 

to different customer classes in order to set rates. The goal of the study is to determine the 

cost of providing service to each customer class and the revenue contribution each class 

makes in covering its allocated costs. A CCOSS generates a class-specific revenue 

requirement that can be used as a starting point in setting rates. 

How is a CCOSS performed? 

Typically the CCOSS is performed in three distinct steps: functionalization, 

categorization, and allocation. The first step in this process, functionalization, simply 

identifies costs by their activity type or function. For instance, costs associated with 

transmitting natural gas are “functionalized” as transmission costs, and costs associated 

with providing distribution service are identified (functionalized) as distribution-related. 

This process continues until all costs are allocated to some type of operational function. 

The next step of the process “categorizes” each of these respective costs into a particular 
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type including demand-related costs, commodity-related costs, or customer-related costs. 

The last step of the process “allocates” each of these costs to a respective customer class. 

Q. 
A. 

Q. 

A. 

Is this a relatively simple process? 

No, since some costs can be clearly identified and directly assigned to a function or 

category, while several others are more ambiguous and difficult to assign. The primary 

challenge in conducting a CCOSS is the treatment of what is known as “joint and 

common’’ costs. Given their shared or integrated nature, these joint and common costs 

can often be difficult to compartmentalize into any one particular function or category. 

Unique allocation factors, therefore, are utilized in a CCOSS to classify joint and common 

costs. The process of developing these cost allocation factors can become subjective and 

imbued with various interpretations and emphases. 

Earlier, you referenced a categorization process. Can you please define the three 

major categories of costs included in a CCOSS? 

Yes. These categories include demand-related costs, customer-related costs, and 

commodity-related costs. Demand-related costs are associated with meeting maximum 

gas flow requirements. Transmission and large distribution mains are designed, in part, to 

meet peak demand day requirements such that natural gas can be delivered to households, 

businesses, and industries under peak load conditions usually motivated in part by 

weather-related usage and general economic growth. Gas supply contracts can also have a 

capacity component that is demand-related. 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

How are commodity-related costs defined? 

Commodity-related costs are defined as those that tend to change with the amount of 

throughput (volume) sold or transported. High pressure mains can also be allocated on 

some measure of throughput. 

What about customer-related costs? 

Customer-related costs are those associated with connecting customers to the distribution 

system, metering household or business usage, and performing a variety of other customer 

support functions. 

Have you prepared an exhibit that compares the Company’s allocation factors to the 

Staff recommended allocation factors? 

Yes. Exhibit DED-8 compares the factors proposed by the Company to Staff 

recommendations. The first column lists the account name, and the second and third 

columns compare the Company’s proposed allocation methods against Staffs 

recommendations, respectively. 

B. Alternative CCOSS Allocation Factors and Recommendations 

Q. Do you disagree with any of the assumptions or allocation factors incorporated in the 

Company’s proposed CCOSS? 

Yes. I disagree with a number of the allocation factors and assumptions used by the 

Company in its CCOSS including: 

A. 

e The assumptions used by the Company to allocate distribution and other plant- 

related costs and expenses. 

The Company’s treatment of CIAC. e 
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e The omission of special gas procurement customers under Schedule G-30, 

Optional Gas Service, from the CCOSS. 

Some minor mistakes in the Company’s CCOSS which it has agreed to in response to 

discovery have been corrected. 

e 

C. Plant Allocation Factors 

Q. 

A. 

Q. 
A. 

Can you please explain the Company’s methodology for allocating distribution 

mains? 

Yes. The Company’s distribution mains plant allocation factor is based upon the premise 

that costs are created by (a) customers interconnected to the system and (b) the demand 

occurring on the Company’s distribution system. The Company proposes a mains 

allocation factor based upon a 50 percent demand-based component and a 50 percent 

customer-based component. 

How should the non-customer portion of the distribution mains be allocated? 

Staff recommends that the Commission allocate these costs on a 50-50 

demand/commodity basis since these costs are partially peak related, and partially related 

to serving gas distribution needs throughout the course of the year. For instance, the 

distribution mains account includes investments that are used to regulate, measure, and 

treat natural gas not just during the peak, but throughout the entire year. Some throughput 

share should be included in the allocation factor given the peak and off-peak functions of 

the investments included in this account. Similarly, distribution mains serve both peak 

day and non-peak day loads. Allocating the non-customer portion of these investments on 

strictly a demand-basis does not consider the off-peak functions of these investments. 

Thus, including some small volumetric component is reasonable. 
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Q. 

A. 

Q. 
A. 

Do cost of service manuals such as those published by the National Association of 

Regulatory Utility Commissioners (‘“ARUC”) and the American Gas Association 

(“AGA”), support the exclusive use of demand-based allocation factors? 

No. The NARUC Gas Distribution Rate Design Manual (“NARUC Manual”) recognizes 

that a cost of service study often requires making a series of potentially controversial 

choices in allocating costs.’* For instance, the NARUC Manual recognizes: 

The multiplicity of available methods (which in fact reflects the insoluble 
nature of the problems) has led many recognized experts to express grave 
doubts about the efficacy of cost of service analyses. . . . 

[tlhe most commonly used demand allocations for natural gas distribution 
utilities are the coincident demand method, the non-coincident demand 
method, the average and peak method, or some modification or 
combination of the three.” 

Likewise, the AGA Gas Rate Fundamental’s publication addresses a variety of allocation 

methods including the average and excess, Seaboard, and United methods of allocating 

costs. All three methods include a commodity component in the demand formula.20 

Do you have any other differences in the Company’s plant allocation assumptions? 

Yes. The Company allocated Account 385, Measuring and Regulating Equipment - 

Industrial on a 100 percent commodity basis, to all customers, including residential. 

These investments, however, should be allocated directly to industrial customers since 

The National Association of Regulatory Utility Commissioners’ (“NARUC”) Gas Distribution Rate Design 

The National Association of Regulatory Utility Commissioners’ (“NARUC“) Gas Distribution Rate Design 

18 

Manual, p. 30. 

Manual, pp. 26-27. 
2o American Gas Association, Gas Rate Fundamentals, pp. 144-145. 

19 
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they do not serve any other customer classes, particularly residential. These costs should 

also be categorized as being 50 percent demand and 50 percent commodity related. 

Q. 

A. 

Q. 
A. 

Do you have any remaining differences of opinion with the Company’s plant 

allocation assumptions? 

Yes. Staff disagrees with the Company’s using a 100 percent demand-based allocation 

factor for allocating the cost of distribution plant in Account 374 (Land and Land Rights) 

and Account 375 (Structures and Improvements). The Company’s proposed allocation is 

inconsistent with the same allocation factors used for plant that leverages these 

investments; namely, Mains (Account 3 76) and Measuring and Regulating Equipment 

(Account 378). Staff recommends that, for consistency purposes, the Commission use a 

composite factor consisting of Mains and Measuring and Regulating Equipment that has 

been provided on Exhibit DED-8. 

Is there a standard CCOSS model? 

There is no standard methodology for designing a CCOSS and many different methods 

have been approved by state commissions. For that reason, the CCOSS should be used as 

a general guide only and is but one of many considerations in designing rates. 

D. Customer Class Exclusions 

Q. 
A. 

Did the Company exclude any customer classes from its CCOSS? 

Yes. The Company excluded special gas procurement agreement customers that sign 

separate contracts with Southwest under Schedule G-30, Optional Gas Service. The 

Company simply allocated the Schedule G-30 revenues (based upon net operating margin 

of each class) as a credit across the remaining customer classes included in the CCOSS. 

Not explicitly accounting for this customer class in the CCOSS potentially masks its true 
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contribution, and even subsidy. The fact that the Commission, at some point in the past, 

approved these contracts, and that those past contract terms may have covered their 

respective cost of service at some point in the past, does not serve as a basis for their 

continued exclusion from a full CCOSS. The Commission should be apprised of the 

current and ongoing cost characteristics of these customers, relative to the past terms and 

conditions under which the original contracts were signed. The inclusion of these 

customers, as an individual class, will also provide information to the Commission, on a 

forward-going basis, about the relative cost of service characteristics of this class that may 

be useful in reviewing future proposed special contracts. 

Q. 

A. 

What are your recommendations regarding the omission of Schedule G-30, Optional 

and Special Gas Service customers from the CCOSS? 

Staff recommends that the Commission order the Company to provide a CCOSS in its 

next rate case filing that includes all Schedule G-30 customers as a separate class. 

E, CIAC Allocation 

Q. 
A. 

Would you describe the deficiencies with the Company’s CIAC allocation? 

Yes. The Company did not adequately distribute CIAC credits to each of its respective 

rate classes since it claims that it cannot identify the per-customer class amount of CIAC 

in rate base. The Company explains this omission, in part, in response to Staff Data 

Request 27-3, on the fact that the FERC Uniform System of Accounts (“USOA”) does not 

contain a specific account to record CIAC. The Company suggested that there might have 

been such an account, but it was discontinued more than 30 years ago.21 

Response to Data Request ACC-STF-27-3. 21 
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Q. 
A. 

Q. 
A. 

Is the Company’s adherence to the FERC chart of accounts adequate? 

No. CIAC is collected for purposes of installing new extensions to customers. The 

Company’s record keeping should be sufficient enough to identify the customer classes 

under which CIAC was collected, as well as the account to which it was booked. Under 

the Company’s cost allocation methodology, the CIAC is effectively allocated to the 

customer classes on the basis of the plant in service to which it was booked. The problem 

with this assumption is that there is no guarantee that the resulting allocation percentage 

closely matches the amount of CIAC actually collected fi-om each customer class. It is 

likely that there could be differences between the assumed amount of CIAC that is 

allocated to each customer class in the CCOSS and the amount that was actually paid. 

What are your CIAC allocation factor recommendations? 

Staff recommends that the Commission order the Company to maintain its books and 

records in a manner such that CIAC, accumulated CIAC, and amortization of CIAC can 

be directly assigned to the class from which the funds are collected. Direct assignments, 

where available, should be the preferable approach in assigning costs (or credits in this 

case) to customer classes. 

F. Expense Allocution Factors 

Q. 

A. 

Would you discuss your disagreements with the Company’s expense account 

allocations? 

Yes. Staffs disagreements with the Company’s expense account allocations are similar to 

those expressed earlier in Staffs plant allocation recommendations. Expense allocations 

for plant investments should be allocated in a fashion comparable to the investments those 

expenses are intended to support. For example, the Company allocates the cost of 

Account 886 (Maintenance of Structures & Improvements) on a 100 percent demand 
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basis. Staff, instead, recommends a 50 percent customer, 25 percent demand, and 25 

percent commodity allocation factor, consistent with my plant account recommendation 

discussed earlier. Likewise, the Company used an allocation factor consisting of 50 

percent customer and 50 percent demand for mains expenses. Staff recommends a mains 

expense allocation factor based upon a 50 percent customer, 25 percent demand, and 25 

percent commodity basis. The Company also allocates Account 889 (Maintenance of 

Measuring & Regulating Station Equipment) on a 50 percent customer and 50 percent 

demand basis. However, Staff recommends that these expenses be allocated on the basis 

of 50 percent commodity and 50 percent demand since the maintenance activities for these 

assets, like the assets themselves, are more closely related to demand and delivery than the 

number of customers on the system. 

Q. 
A. 

Would you please discuss the mistakes the Company discovered in its CCOSS? 

Yes. In response to Staff Data Requests 27-7 and 27-9, the Company explained that it had 

uncovered some errors in its CCOSS. The corrections identified by the Company include: 

e In developing the weighted service cost to allocate costs in Account 380, Services, 

Southwest inadvertently used the residential service cost to weight the small 

general service category.22 Staff corrected this in its recommended CCOSS by 

using the small general service cost to weight the cost of services. 

Response to Staff Data Request ACC-STF-27-9. 22 
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0 Southwest unintentionally transposed the medium and small general service 

classes’ service Staffs recommended CCOSS applied the correct service 

cost to the correct customer category. 

e Southwest used one-half of the residential service cost for the residential 

Compression Natural Gas (“CNG’) class. Staffs recommended CCOSS used the 

full amount of the residential service 

0 The Company included $23,682 for the service cost to Essential Agricultural class. 

Southwest, however, states that this amount is not representative and a cost of 

$5,660 is more appropriate: this correction has been included in Staffs 

recommended CCOSS.25,26 

0 The service costs for the medium and large general service were transposed and 

have been corrected in Staffs recommended CCOSS.27 

0 The Company inadvertently used the incorrect service cost for gas lights; Staff 

used the correct amount in its recommended CCOSS.28 

0 The Master Metered Mobile Home classes’ meter cost should be changed from 

$251 to $618. Southwest states that it used the cost of a Medium General Service 

Response to Staff Data Request ACC-STF-27-9. 
Response to Staff Data Request ACC-STF-27-9. 
Response to Staff Data Request ACC-STF-27-9. 
The Company’s response states that the amount should be $5,274, however, the supporting document showed the 

23 

24 

2s 

26 

amount to be $5,660. 
27 Response to Staff Data Request ACC-STF-27-9 
** Response to Staff Data Request ACC-STF-27-9 
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meter when the amount used in the last case is more appr~priate.~’ Staff has made 

this change to its proposed CCOSS. 

G. CCOSS Recommendation Summary 

Q. 

A. 

Would you please summarize your Class Cost of Service Study recommendations? 

Yes. Staff recommends that the Commission adopt the following alternative CCOSS 

allocation factors: 

0 Distribution mains should be allocated on a 50-50 basis with 50 percent of those 

investments being allocated to customers and the other 50 percent allocated on 

non-customer factors. This differs from the Company’s proposal to allocate mains 

investment on a 50 percent demandh0 percent customer allocation basis. 

0 The non-customer component of the mains investment allocator should be divided 

on a 50-50 commodity-demand basis. 

0 Measuring and regulating equipment should be allocated on a 50 percent demand 

and 50 percent commodity basis, instead of the 50 percent customer and 50 percent 

demand allocation proposed by the Company. 

0 Maintenance of mains should be allocated on the basis of 50 percent customers, 25 

percent demand, and 25 percent commodity, consistent with the plant account 

associated with these maintenance activities. 

Response to Staff Data Request ACC-STF-27-7. 29 
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Measuring and regulating equipment - industrial should be allocated to industrial 

customers only, as opposed to the Company’s method which allocated these costs 

to all customers. 

The Commission should order the Company to include the special procurement gas 

customers served under Schedule G-30 in the CCOSS submitted in its next rate 

case. 

The Commission should order the Company to develop an accounting process that 

explicitly identifies customer class-specific CIAC in such a manner that CIAC can 

be appropriately assigned to the classes that paid the CIAC. 

All CCOSS errors identified by the Company in response to Staffs discovery 

should be corrected including those associated with the allocation of services, 

meters, and customer installation expenses. 

Q. 
A. 

Q. 

A. 

Do your CCOSS recommendations change the class rates of return? 

Yes, and those have been identified and compared to the Company’s original CCOSS 

results in Exhibit DED-12. My CCOSS recommendations under the Company’s current 

and proposed rate design are depicted on Exhibit DED-11. I have prepared Exhibit DED- 

10 to show the Company’s CCOSS results. 

Have you prepared an analogous exhibit showing the CCOSS results using the 

Staffs recommended revenue requirement and revenue distribution? 

Yes. These results are shown on Exhibit DED-13. 
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RATE DESIGN 

A.  Rate Design Objectives 

Q. 

A. 

Q* 
A. 

Q. 
A. 

What are some of the guiding criteria or principles upon which rate design should be 

based? 

There are several generally-accepted rate design principles used in utility regulation that 

include: 

1) 

2) 

Rates should be fair, just, and reasonable. 

To the extent possible, gradualism should be used to protect customers from rate 

shock. 

Rate continuity should be maintained. 

Rates should be informed by costs, but class cost of service results need not be the 

only factor used in rate development. 

Rates should be understandable to customers. 

3) 

4) 

5 )  

How are the above criteria blended to develop rates for a regulated utility? 

While it is important to consider all of the earlier-mentioned principles, the weight of any 

one principle can change depending upon the relative importance of certain policy goals. 

Rate design should strike a balance between policy goals to ensure rates are fair, just, and 

reasonable. Because there is no pre-set universally-accepted formula for developing rates, 

judgment is often necessary in formulating a rate design that meets these objectives. 

Has the Commission come to similar rate design conclusions? 

Yes. In Southwest’s 2004 rate case, the Commission commented upon the subjective 

nature of rate design by noting: 
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... designing rates is not an exact science that may be achieved by the 
application of a formula tied directly to a cost of service study. Rather, the 
formulation of just and reasonable rates is accomplished only through 
consideration of multiple factors that balances the desire of the Company to 
recover as much of its margin as possible with recognition of the legitimate 
interests of customers in paying rates that are affordable, as well as 
advancing societal goals. As discussed below, we have attempted to 
determine just and reasonable rates based on these competing principles 
and  interest^.^' 

Q. 
A. 

Q. 
A. 

How does the Company define its overall rate design goals? 

Southwest identified four rate design objectives including designing rates that: 1) fairly 

and equitably recover costs; 2) work well with the energy efficiency enabling provision; 3) 

are understandable and generally acceptable to customers; and 4) are supportive of the 

Company’s energy efficiency efforts.31 

Can you summarize the Company’s rate design proposals? 

Yes. The Company is not proposing any significant changes to the current structure of its 

rate design. Existing and proposed rates will continue to be based upon various forms of 

customer, demand, and volumetric-based charges. The Company intends to keep all of its 

basic customer charges the same and recover any remaining deficiencies through its 

various volumetric-based rates.32 The Company is also not seeking any changes for the 

Purchased Gas Adjustor Mechanism, the Low Income Ratepayer Assistance Adjustor, the 

Demand Side Management Adjustor, the Gas Research Fund Adjustor, the Department of 

Transportation Adjustor, nor the Small Essential Agriculture User Gas Service rate.33 

30 In the Matter of the Application of Southwest Gas Corporation for Establishment of Just and Reasonable Rates and 
Charges Designed to Realize a Reasonable Rate of Return on the Fair Value of the Properties of Southwest Gas 
Corporation Devoted to Its Operations Throughout the State of Arizona. Docket No. G-0155 1A-04-0876. Decision 
No. 68487, February 23,2006, p. 35. 

Direct Testimony of Edward B. Gieseking, p. 8.  
32 Direct Testimony of Edward B. Gieseking, p. 10. 
33 Response to Data Request ACC-STF-4-1, ACC-STF-4-2, and Company’s Filing Schedule H-3. 
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Q. 
A. 

Q. 
A. 

Is the Company proposing any new rates? 

Yes. The Company proposes to divide its Large General Service Class into two separate 

rate classes, Large-1 and Large-2. Currently, the Large General Service Class serves 

customers that use between 7,201 and 180,000 therms annually. Southwest notes that 

there is a large difference between the cost of providing service to the smaller customers 

in this class versus the cost to serve the larger customers. The Company’s proposal would 

disaggregate the existing general service class into a “General Gas Service Large-1” class 

serving customers using between 7,201 and 50,000 therms per year, and “General Gas 

Service Large-2” that would serve customers using more than 50,000 therms, and up to 

180,000 therms per year.34 

Does the Company propose to close any rate classes? 

Yes. The Company proposes to close Rate Class G-75, Small Essential Agriculture Gas 

Service, to new customers. Since Decision No. 58377 in 1993, the Company has been 

moving customers from Rate Class G-75 to Rate Class G-25 when it benefits the 

customer.35 In this case, Southwest has moved 42 customers to the new rate class. There 

are now 51 remaining customers under the existing rate schedule that, according to the 

Company, will need to be moved.36 

34 Direct Testimony of Edward B. Gieseking, p. 12. 
35 In the Matter of the Application of Southwest Gas Corporation for Establishment of Just and Reasonable Rates and 
Charges Designed to Realize a Reasonable Rate of Return on the Fair Value of the Properties of Southwest Gas 
Corporation Devoted to Its Operations Throughout the State of Arizona. Docket No. G-0155 1A-04-0876. Decision 
No. 68487, (February 23,2006) at 46. 
36 Direct Testimony of Edward B. Gieseking, p. 13. 
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B. Revenue Distribution 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Would you please describe how the Company distributed its revenue requirement 

among its various customer classes? 

Yes. The Company proposes to limit the increase in margin revenue for any given class at 

1.25 times the system average increase. The remaining deficiency was spread to classes 

that had a return less than three times the requested system average Rate of Return 

C ~ R O R ~ ~  

Is Staffs proposed revenue distribution comparable to the Company’s? 

Yes, at least generally. However, Staffs recommended revenue distribution, provided on 

Exhibit DED-12, is based upon Staffs recommended CCOSS results and includes a 

comparable gradualism component that limits rate increases to 1.25 times the system average 

increase of 14.6 percent, and like the Company, distributes any of the remaining revenue 

deficiency across classes earning less than three times the proposed system average rate of 

return. All customers would receive a rate increase under my recommended revenue 

distribution unlike the Company’s that proposes a rate decrease for one customer class (Le., 

natural gas engines). 

Would you please explain your recommended revenue distribution under the Staffs 

recommended revenue increase? 

Staffs recommended revenue distribution methodology remains the same as under the 

Company’s proposed rate increase under the Staffs recommended revenue increase. 

37 Company’s Filing Schedule H-2 (Summary of Margin Spread Allocation to Classes). 
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C. Customer Charges 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

What is a customer charge? 

A customer charge is a monthly fixed charge assessed to customers based on the type of 

installed meter, usually defined by the pressure level of natural gas that can flow through 

that particular class of meter. Customer charges are typically fixed regardless of the 

amount of natural gas consumed. 

Is the Company proposing to change its customer charges? 

No. The Company proposes to maintain its customer charges at their current level for two 

reasons: 1) to encourage customers to be more energy efficient, and 2) to meet the rate 

design objectives of customer acceptance and understandability .38 A summary of the 

Company’s current customer charges has been provided in Exhibit DED- 17. 

How do the Company’s residential customer charges compare with the results of its 

class cost of service study? 

The customer charge for the Single Family Residential Class is 35 percent of its class cost 

of service, and the Multi-Family Residential Class is 44 percent of its cost of service. The 

customer charges for the Single Family Low-Income and the Multi-Family Low-Income 

Residential Classes are set at 27 percent and 33 percent of the cost of service, respectively. 

How do the Company’s commercial customer charges compare with the results of its 

CCOSS? 

The customer charge for the Transportation eligible rate class has the lowest percentage of 

its cost of service being recovered through a fixed charge at nine percent. The customer 

38 Direct Testimony of Edward B. Gieseking, p. 10. 
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charge for the Small General Service class is set at the highest percentage (67 percent) of 

total cost of service. The remaining classes are proposed to see customer charges that 

recover between 14 percent to 32 percent of their full cost of service. The Company’s 

proposed customer charge, as a share of each class’s cost of service, are provided in 

Exhibit DED- 13. 

Q. 

A. 

How do the Company’s proposed residential customer charges compare to other 

natural gas distribution companies? 

The Company’s residential and commercial customer charge proposals are higher than the 

average residential customer charge of $10.3 1 and the average commercial customer 

charge of $18.66 as compared on Exhibit DED-14. This exhibit develops a comparable 

average from a survey of current residential and commercial customer charges for major 

local gas distribution companies (“LDCs”) operating in the western U.S.39 that are 

regulated by public service commissions. There are 40 gas distribution utilities in the 

survey with residential customer charges greater than $10.70 per month, and 70 

companies with a customer charge less than the Company’s current (and proposed) $10.70 

per month amount. Compared to the LDCs in the West, Southwest’s residential customer 

charge is higher than 85 percent of the sample. When comparing the Company’s current 

(and proposed) commercial customer charge of $27.50 per month to other western LDCs, 

17 utilities included in the survey have customer charges that are higher than Southwest, 

while 91 utilities have customer charges lower than the Company’s. Southwest’s 

commercial customer charge is greater than 93 percent of the other Western LDCs. 

39 The West region includes the states of Alaska, Arizona, California, Colorado, Hawaii, Idaho, Montana, Nevada, 
New Mexico, Oregon, Utah, Washington, and Wyoming as defined by the U.S. Census Bureau. 
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Q. 

A. 

Q. 
A. 

D. 

Q* 
A. 

Do you agree with the Company’s proposal to keep its residential and commercial 

customer charges the same? 

Yes. The Company’s customer charges (both residential and commercial) are relatively 

high when compared to other gas distribution companies. In addition, the Company’s 

customer charges already account for a relatively large portion of its overall cost of 

service results (i.e., 35 percent for Single-Family Residential and 67 percent for Small 

General Gas Service of what the Company defines as “fixed costs”). Given these two 

factors, there is no need to increase customer charges, and Staff agrees with the 

Company’s proposal to hold the existing customer charges at their current levels. 

Can you explain why customer charges should not be decreased at this time? 

Yes. There is no compelling evidence indicating that customer charges should be 

decreased at this time. The Commission found the Company’s charges to be reasonable in 

Southwest’s last rate case and there have been no dramatic changes since that time 

requiring a deviation from the Commission’s prior policy. Holding customer charges 

constant helps preserve the affordability and access of gas service for many customers, 

and will place emphasis volumetric charges that is consistent with the Commission’s goal 

of encouraging energy efficiency. 

Volumetric Charges 

How are utility distribution rates typically structured? 

Distribution rates are typically based upon a two-part tariff composed of a fixed monthly 

customer charge and a usage-based volumetric charge. The volumetric rate can be set in a 

variety of fashions. Historically, many gas utilities set volumetric distribution rates on 

either a declining block or uniform rate basis. A declining block rate is one that ratchets 

rates to lower levels as usage increases. Consider as an illustration a rate structure where a 
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typical customer faces a charge of $0.25 per therm for the first 10 therms of consumption 

(first block); a rate of $O.lO/therm for the next 10 therms of usage (second block); and 

$0.05/therm for all usage above 20 therms. A uniform rate, on the other hand, charges a 

fixed uniform volumetric fee on all units of consumption. An illustration of different rate 

designs has been provided on Exhibit DED- 1 5. 

Q. 
A. 

Q. 
A. 

What rate structure does the Company currently have? 

For the most part, the Company has a uniform rate structure. The only exception is the 

Special Residential Gas Service for Air Conditioning rate which has a declining summer 

block rate. A summary of the Company’s current and proposed volumetric rates has been 

provided on Exhibit DED-17. 

How common are uniform rate structures? 

Uniform volumetric rates are perhaps one of the more common forms of volumetric 

pricing mechanisms for U.S. LDCs and have been surveyed in Exhibit DED-16. The 

survey, based upon 108 gas LDCs, shows 70 utilities currently offering uniform 

volumetric rates, 25 utilities currently offer declining block rates, and only three have an 

inclining block rate structure for both their residential and small commercial ratepayers. 

Some companies have different rate structures for residential and small commercial 

classes: three utilities have a combination of uniform and declining block rate structures; 

six have a combination of declining and inclining block rate structures; and one has a 

combination of uniform and inclining block rate structures. 
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Q. 
A. 

Q. 
A. 

Would you please explain the Company’s volumetric rate proposals? 

Yes. As mentioned above, most of the Company’s classes have a uniform rate structure, 

and it is proposing no changes to the overall structure of its rates in the current rate 

proceeding. 

What is Staffs volumetric rate recommendations? 

Staff agrees with the Company that the continuation of the existing uniform rate structure, 

which has been in existence for many years, satisfies the goal of rate continuity. Staff 

does have differing recommendations, however, with the degree to which these rates 

should be increased. This difference between my recommended volumetric rates and the 

Company’s is primarily a function of my alternative CCOSS and Staffs differing revenue 

requirement recommendation. Staffs proposed rates are provided in Exhibit DED-17. 

E. Low-Income Residential Gas Service 

Q. Would you please discuss the Company’s low-income residential service rate design 

proposals? 

Southwest is proposing to keep the customer charge the same and to expand the 20 percent 

discount provided to its low-income customers to include all usage during the winter 

months of November through April. The discount currently applies only to the first 150 

therms of monthly winter consumption. The Company claims that its low income rate 

proposal will simplify rates and create additional benefits without significantly impacting 

other customer classes.40 

A. 

Direct Testimony of Edward B. Gieseking, p. 1 1. 40 
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Q. 
A. 

Q. 

A. 

Has the Commission addressed a similar proposal before? 

Yes. The Commission rejected a similar Company proposal in its last rate case that would 

have applied a 15 percent discount to all low-income usage rather than the current 

discount of 20 percent on the first 150 therms during the winter months. In that 

proceeding, the Commission adopted the Staffs recommendation to maintain the existing 

discount of 20 percent for the first 150 therms of winter usage.41 Staffs witness 

recommended maintaining the 20 percent discount on winter usage since that period tends 

to include the months with both the highest usage and the highest natural gas commodity 

rates. 42 

Is the Company’s low-income residential service rate design proposal in this case 

consistent with the Commission’s energy efficiency goals? 

No. While the Company’s proposal may appear to be generous and facilitate public policy 

goals of helping less-advantaged customers during a trying economic period, the proposal 

may run afoul of the Commission’s energy efficiency policies since, as the Company 

notes, “low income customers use nearly the same amount of gas, on average as non-low- 

income cu~tomers.’’~~ Furthermore, a proposal of this nature, at least in theory, could have 

the negative and unexpected consequence of reducing the economic attractiveness of 

In the Matter of the Application of Southwest Gas Corporation for Establishment of Just and Reasonable Rates and 
Charges Designed to Realize a Reasonable Rate of Return on the Fair Value of the Properties of Southwest Gas 
Corporation Devoted to Its Operations Throughout the State of Arizona. Docket No. G-0155 1A-04-0876. Decision 
No. 68487, (February 23,2006) at 40. 
42 In the Matter of the Application of Southwest Gas Corporation for Establishment of Just and Reasonable Rates and 
Charges Designed to Realize a Reasonable Rate of Return on the Fair Value of the Properties of Southwest Gas 
Corporation Devoted to Its Operations Throughout the State of Arizona. Docket No. G-0155 1A-04-0876. Direct 
Testimony of Robert G. Gray, pp. 37-38. 

Direct Testimony of Edward B. Gieseking, p. 1 1. The Company’s data shows that Single Family Residential Low 
Income customers use only slightly less (38.79 therms) in the winter compared to standard Single Family Residential 
customers (38.97 therms). 

41 

43 
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energy efficiency measures for low-income customers including those offered within the 

Company’s proposed energy efficiency program. 

Q* 
A. 

What is Staffs low-income residential gas service rate recommendations? 

Staff recommends that the Commission reject the Company’s request and continue with 

the existing 20 percent discount for the first 150 therms of winter usage. The Company 

has provided no convincing evidence to support its proposed change especially in light of 

its contradiction of the Commission’s energy efficiency policies. 

F. Special Residential Gas Service for Air Conditioning 

Q. 

A. 

Would you please discuss the Company’s Special Residential Gas Service for Air 

Conditioning rate design proposal? 

The Company’s rate structure for Special Residential Gas Service for Air Conditioning 

(Schedule No. G-15) consists of a monthly basic service charge and a per therm delivery 

charge that is differentiated per summer/winter season. The proposed winter delivery 

charge (November - April) is a uniform rate of $0.80176 per therm. In the summer 

months (May through October), the proposed delivery charge is structured as a declining 

block rate with a head block (0 - 15 therms) of $0.80176 per therm and a tail block (over 

15 therms) of $0.12297 per therm. The current delivery charge is also declining, but with 

a much more moderate decline since the current head block rate is $0.5707 per therm and 

the current tail block rate is $0.28860 per therm. The Company proposes a 57 percent 

decrease for the tail block rate even though the overall class will see a 9.26 percent 

increase in overall rates.44 

44 Company’s Application, p. 1 .  
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Q. 
A. 

Q. 

A. 

How did the Company develop the tail block rate for the summer differential? 

Southwest has no cost information upon which to base this rate. Instead, the Company 

uses the commercial and industrial summer season rate (Rate Schedule G-40) as a proxy 

for the cost of the upper tail block!’ The Company states it has little cost data to perform 

a meaningful cost study because there are only 90 customers taking service under 

Schedule No. G-15, and residential air conditioning is not separately metered.46 Southwest 

claims that in the future, if demand develops, installation numbers increase, and metering 

options mature, it may have more cost-based information upon which to base its G-15 

rates.47 

What is Staffs recommendation regarding the Company’s proposal to tie the 

summer season differential for Rate Schedule G-15 to Rate Schedule G-40? 

Staff recommends moving towards a uniform rate structure for this class by increasing the 

current tail block by 10 percent. The Company has provided no cost support for its 

volumetric rate proposals. Moving to a uniform rate structure is consistent with the 

structure of the Company’s other rates and is consistent with the basic volumetric rate 

design of other gas utilities. 

G. General Service 

Q. Would you please describe the Company’s General Service customer classes? 

A. Yes. The General Gas Service rate class currently consists of four subclasses: Small 

General Gas Service; Medium General Gas Service; Large General Gas Service; and 

Transportation Eligible General Gas Service. Small General Gas Service customers are 

45 Company’s Tariff Schedule No. G-40 
Response to Data Request ACC-STF-13-6. 

47 Response to Data Request ACC-STF- 13-6. 

46 
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defined as those with average annual usage of less than or equal to 600 therms; Medium 

General Gas Service customers are defined as those with usage of 601 - 7,200 therms; 

Large General Gas Service customers include those using 7,201 - 180,000 therms; and 

Transportation-Eligible Gas Service customers have usage volumes greater than 180,000 

therms.48 

Q. 
A. 

Q. 

A. 

Would you please discuss the Company’s General Service rate design proposals? 

Yes. The Company proposes to separate the Large General Service Class into two 

subclasses, Large- 1 and Large-2. The proposed Large- 1 General Service Class would 

include those with annual usage between 7,201 - 50,000 therms while the Large-2 General 

Service Class would be defined by those customers using between 50,001 - 180,000 

therms annually. The Company claims that its proposed change is cost-based given the 

large differential that exists between the cost of serving the smaller and larger General 

Service customers.49 

How large are the cost differences between the two (Large General Service) customer 

groups? 

The Company’s CCOSS indicates that meter costs for a typical customer in the proposed 

Large-1 General Service class is $800 while meter costs for the typical customer in the 

proposed Large-2 General Service class is more than four times larger at $3,500 per 

meter.50 The Company also notes that the annual load factor for the proposed Large-2 

General Service class is 12 percent larger than the Large-1 General Service class.51 

Company’s Tariff Schedule No. G-25. 
Direct Testimony of Edward B. Gieseking, p. 12. 
Company’s 2010 CCOSS and Rate Design Model, Tab G-1 (Meter Cost by Class). 

48 

49 

5 1  Response to Data Request ACC-STF-3-49. 
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Further, Large-1 customers’ annual usage per customer is 14,609 therms compared to the 

Large-2 customers’ annual UPC of 80,8 17 therms. 

Q* 

A. 

Q. 

A. 

Q. 

A. 

Does Staff support the Company’s proposal to separate the Large General Service 

class into two classes? 

Yes. 

warrant separate rates. 

There appear to be sufficient differences between the two customer groups to 

Does Staff agree with the specific rates proposed by the Company for the new Large 

General Service customer classes? 

No. The Company’s proposal is likely to violate the rate design principles of gradualism 

and rate continuity since the changes in both level and structure of the new rates are 

relatively significant. For instance, Southwest proposes to reduce the customer charge for 

the General Service L-1 customers from $160 per month to $80.00 per month, a reduction 

of 50 percent. However, at the same time, the Company proposes to increase its 

volumetric charges from $0.29084 per therm to $0.38756 per therm, an increase of 33 

percent. Southwest’s proposed customer and delivery charges for the General Service L-2 

customers are equally problematic. The Company proposes to increase the customer 

charge for the General Service L-2 customers from $160 per month to $470 a month, an 

increase of almost 200 percent. This is counterbalanced against a relatively moderate 9.4 

percent decrease to the delivery charge, from $0.29804 per therm to $0.27 per therm. 

What is Staffs recommendations for the General Service L-1 customers under the 

Company’s requested revenue requirement? 

Staff recommends that the Commission reduce the customer charge for the General 

Service L- 1 customers by 25 percent to $120 per month and examine further reductions to 
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the customer charge in the Company’s next rate case. This is still a meaningful reduction 

for the customers taking service under this new rate, but one that is more consistent with 

gradualism and moving this new class closer to its overall cost of service. A $120 per 

month customer charge allows for a more moderate volumetric delivery charge increase of 

21 percent to $0.3515 per therm. 

Q. 
A. 

What is Staffs recommendations regarding the General Service L-2 class? 

Staff recommends that the customer charge be increased by only 50 percent, from $160 

per month to $240 per month, A more moderate increase in the customer charge for this 

class will leave to a more moderate, 1.6 percent increase in the delivery charge to 

$0.30282 per them. 

H. Small Essential Agriculture User Gas Service 

Q. 

A. 

Q. 
A. 

Would you please discuss the Company’s Small Essential Agriculture User Gas 

Service rate design proposals? 

The Company proposes to close Rate Schedule No. G-75, Small Essential Agriculture 

User Gas Service, to new customers. Southwest states it has moved customers from Rate 

Schedule No. G-75 to Schedule No. G-25, General Gas Service, in instances where it 

benefits the customer. There are currently 51 customers still remaining under Rate 

Schedule No. G-75.52 

Has the Company made similar proposals for this class in the past? 

Yes. The Company originally proposed to close this rate schedule back in its 1992 rate 

case. The Commission rejected this prior proposal and directed Southwest to gradually 

52 Direct Testimony of Edward B. Gieseking, p. 13. 
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move the customers on the Small Essential Agriculture Rate Schedule to the general 

service tariff. The Commission also specifically rejected the Company’s request to close 

the Small Essential Agriculture tariff to new customers at the time because “closure may 

unfairly treat identical 

Q. 
A. 

Q. 

A. 

Does Staff agree with the Company’s proposal? 

Yes. Staff recommends that this rate class be closed to new entrants and that the 

Company continue the process of migrating customers, where beneficial, to other service 

schedules. 

Does Staff have any other rate design recommendations for the Commission’s 

consideration? 

Yes. Staff has expressed a strong interest to investigate alternative rate designs that may 

send better price signals to customers about the opportunity cost of their natural gas 

consumption decisions. Staff recommends that the Commission order the Company to 

evaluate other rate designs, inclining an inclining block rate structure, for residential and 

commercial customers in the next rate case. Each alternative rate design proposal offer by 

the company should include documentable cost support and other details indicating how 

the alternative rate design promotes and supports energy efficiency. 

53 In the Matter of the Application of Southwest Gas Corporation for Establishment of Just and Reasonable Rates and 
Charges Designed to Realize a Reasonable Rate of Return on the Fair Value of the Properties of Southwest Gas 
Corporation Devoted to Its Operations Throughout the State of Arizona. Docket No. G-0155 1A-04-0876. Decision 
No. 68487, February 23,2006, pp. 46-48. 
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I. Potential Bypass and Standby Gas Service 

Q. 

A. 

Q. 
A. 

What changes does the Company propose to Rate Schedule No. B-1 - Potential 

BypassBtandby Gas Service? 

The Company proposes to remove all language related to potential bypass gas service. In 

response to Staffs Data Request, the Company explained that over time, Rate Schedule 

No. T- 1 (Transportation) has evolved into the rate schedule that accommodates potential 

bypass transportation customers. Therefore, the bypass provision contained in currently 

effective Schedule No. B-1 is no longer necessary. The Company’s modifications to Rate 

Schedule No. B-1 will apply to only the remaining standby provisions and be renamed to 

Schedule No. SB-1 .54 

What are Staffs recommendations for Rate Schedule No. B-l? 

Staff has no objection to the Company’s proposed tariff change. 

J.  Revenue Comparisons and Bill Impacts 

Q. Has Staff prepared an exhibit that shows a comparison 

Company’s present rates and Staffs proposed rates? 

A. Yes. Staff has prepared Exhibits DED-18 and DED-19, whic 

of revenue under the 

L compare total revenue 

(including gas costs) generated under the Company’s present rates and under Staffs 

proposed rates for all classes except the transportation eligible, special contract and 

optional gas service classes. Exhibit DED-18 contains the rates and revenue under both 

present and proposed rates. Exhibit DED-19, summaries just the revenue impact of the 

Staffs recommended revenue for each class. 

54 Response to Data Request ACC-STF-24-2. 
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Q. 
A. 

Q. 

A. 

Q. 

A. 

What is the impact of Staffs proposed rates on Residential Class revenue? 

Single-Family Residential revenue would increase from $446.5 million to $492.5 million, 

or a 10.3 percent overall increase in total revenues, including gas costs, or a 17.6 percent 

increase for base rate revenue alone. Likewise, the Single-Family Low Income 

Residential total revenue including gas costs would increase from $14.4 million to $16.1 

million: an 1 1.6 percent to overall total revenues and a 24 percent increase in the base rate 

component of overall revenues. The Special Residential Gas Service Air Conditioning 

class would see an 12.7 percent increase in total revenue, including gas costs, and 26.4 

percent in base revenues. 

What would the total revenue change be under Staffs proposed rates for the General 

Service Classes? 

The Small General Service revenue would increase from $10.7 million to $1 1.2 million, or 

4.3 percent. The Medium General Service Class revenues would increase from $49.9 

million to $51.3 million, or 2.9 percent. The Large-1 General Service Class revenues 

would increase from $1 16.1 million to $1 19.1 million, or 2.5 percent. The Large-2 

General Service Class revenues are proposed to increase from $34.7 million to $35.7 

million, or 2.8 percent. 

What is the total revenue impact for the General Service Air Conditioning 

customers? 

Air Conditioning total revenue would increase from $0.337 million to $0.355 million, or 

5.2 percent. Base revenue would increase by 2 1.4 percent. 
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Q. 

A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Q. 
A. 

How do the revenue for the Cogeneration Gas Service Class compare under the 

Staffs proposal? 

The Cogeneration Gas Service class total revenue would increase from $3.8million to $4.4 

million by 16.7 percent and base revenue by 2 1.8 percent. 

How do revenues change for the Small Essential Agriculture User Class revenue? 

Small Essential Agriculture User total revenue would increase from $2.6 million to $2.7 

million, or 2.0 percent. Base revenues would increase by 7.2 percent. 

How would revenues from the Natural Gas Engine Class change under the Staffs 

recommendation? 

Total revenues for the Natural Gas Engine Class would increase from $5.4 million to $5.5 

million, or by 2.4 percent. Base revenues would increase by 7.5 percent. 

Did Staff prepare a summary of bill impacts (or typical bill comparisons) under the 

Staffs proposed rates? 

Yes. Staff prepared Exhibit DED-20, comparing the bill impacts of Staffs proposed rates. 

What is the typical bill impact of Staffs proposed rates on residential customers? 

Single-Family Residential winter bills would increase from $64.89 to $71.74, or by 10.6 

percent, based on the average annual usage of 39 therms. Single-Family Low Income 

Residential winter bills would increase from $5 1.76 to $57.66, or 1 1.4 percent, based on 

the average annual usage of 39 therms. 
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A Special Residential Gas Service for Air Conditioning customer using an average of 67 

therms in the summer would see an average bill increase from $89.12 to $102.81, or 15.4 

percent 

Q. 

A. 

Q. 

A. 

Q. 
A. 

How would the standard bill for general service customers be impacted by the Staff's 

recommendation? 

Typical Small General Service bills would increase from $58.07 to $60.65, or 4.4 percent. 

Typical Medium General Service Class bills would increase from $3 10.81 to $3 19.1 1, or 

2.7 percent. Typical Large-1 General Service Class bills would increase from $1,504.80 

to $1,538.265, or 2.2 percent. Typical Large-2 General Service bills would increase from 

$8,055.70 to $8,248.41, or 2.4 percent. 

What are the typical bill impacts for the Gas Service for Compression on Customer's 

Premises Class? 

A typical Small Gas Service for Compression on Customer's Premises customer would see 

its bill increase from $558.41 to $561.25, or 0.5 percent, based on an annual usage of 528 

therms. Large customers with an average annual usage of 5,186 therms would see bills 

increase from $5,464.57 to $5,492.42, or 0.5 percent; whereas, Residential customers with 

an average usage of 36 therms would see bills increase from $46.90 to $47.09, or 0.4 

percent, 

How is the Cogeneration Class bill affected by the Staff's proposed rates? 

The Small Cogeneration class would see an increase in bills from $33.22 to $33.40, or 0.5 

percent, based on an average annual usage of 6 therms. Medium Cogeneration class 

customers would see bills increase from $4,886.41 to $5,036.71, or 3.1 percent, based on 

an average annual usage of 5,076 therms. Large Cogeneration customers' bills would 
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increase from $3,721.58 to $3,792.12, or 1.9 percent, based on an average annual 

consumption of 3,733 therms. 

Q. What is the change in the typical bill for Natural Gas Engine Class customers under 

the Staff‘s recommendations? 

As shown on DED-20, this classes’ typical bill would increase from $1,623.92 to 

$1,655.14, or 1.9 percent, based on an average annual consumption of 1,864 therms. 

A. 

K. Incremental Cost Model (“ICM”) 

Q. 

A. 

Q. 

A. 

The Commission previously ordered the Company to submit an ICM for review in its 

next rate case. Did the Company provide this model in this proceeding? 

Yes. The Company provided a copy of its ICM and several model examples in response 

to Data Request ACC-STF-3-19 and ACC-STF-3-20. The Company specifically provided 

its model inputs and eleven examples where it used the ICM to develop the amount of 

construction advances and developer-required CIAC. Southwest undertakes service and 

main extensions on the basis of economic feasibility, which in turn, is determined by the 

ICM? The Commission’s cost recovery policy for new customer additions are contained 

in Rule 6 tariff provisions. 

Can you summarize the Commission’s Rule 6 policies for new customer cost 

recovery? 

Yes. Rule 6 states that gas service and main line extensions will be made by a utility at its 

own cost for the “allowable investment” as calculated by an incremental contribution 

55 The policy states, “All service and main extensions are made on the basis of economic feasibility except those for 
master-metered mobile home parks (MMP), whose extensions shall be made in accordance with the provisions in 
Section B.3 hereof.” 
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meth~dology.’~ The “allowable investment”, according to the rule is “a determination by 

the Utility that revenues less the incremental cost to serve the applicant customer provides 

a Rate of Return on the Utility’s investment no less than the overall Rate of Return 

authorized by the Commission in the Utility’s most recent general rate case.” 

Q. 
A. 

Q. 
A. 

Q* 
A. 

What is the purpose of the ICM? 

The goal of the ICM analysis is to ensure that incremental cost to serve new customers is 

supported by the expected incremental margin from these customers and that new 

customer additions do not place a burden on current customers, or  shareholder^.^^ 

Did the Commission address the ICM in the Company’s last rate case? 

Yes. The Commission ordered the Company to provide “an explanation, with sample 

calculations and documentation, of how it has been implementing the ICM and Rule 6 

tariff  provision^."^^ The Commission explained a review was necessary because it had 

been nearly ten years since the Company’s Rule 6 portion of the tariff had been reviewed, 

despite the Company’s indication that it made significant changes to the ICM during that 

period.s9 

Has Staff reviewed the ICM? 

Yes. Staff found it to be well prepared and for the most part well documented. 

Company Tariff Rule No. 6B(4). 
57 Direct Testimony of Robert A. Mashas, p. 22. 

Decision No. 70665, p. 53. (December 24,2008) 
59 Decision No. 70665, p. 53. (December 24,2008) 
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Q* 
A. 

Q. 

A. 

What are the inputs to the ICM? 

There are several inputs. The traditional rate case-type inputs include cost of capital, state 

and federal income tax rates, property tax rates, book depreciation rates and the 

uncollectible rates that are embedded in the new tariff rates authorized by the 

Commission. Other inputs include the standard service stub and extension footage per 

customer and cost per foot and the therm usage for heating, water heating, cooking, 

clothes drying, and gas logs, which the Company indicated are updated annually.”6o 

What are the parameters in the ICM that determine what a customer has to pay in 

the form of an advance or a contribution? 

The ICM is designed to determine if a project will earn a rate of return (“ROR’) and a 

return on equity (“ROE”) allowed by the Commission in the Company’s last rate case. 

Currently, these rates are 8.06 percent for the ROR and 10 percent for the ROE. For a 

project to be viable, both the three year average, and the fourth year Commission-allowed 

ROR and ROE, must be met. The amount of the main extension advances for 

construction, and the need for further contributions through CIAC, are determined based 

upon the three-year average achieved returns. If a development’s average three-year 

achieved return is not equal to or greater than the Commission’s allowed returns, 

additional advances are required. If a project that fails, in its fourth year, to achieve the 

target ROR and ROE, an additional contribution in the form of CIAC from the developer 

is required. 

6o Direct Testimony of Robert A. Mashas, pp. 23-24. 
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Q. 

A. 

Q. 
A. 

Q* 

A. 

Q. 
A. 

Were you able to verify the default financial assumptions used in the Model and their 

consistency with the Commission’s most recent rate case order? 

Yes. Input assumptions were examined based upon the Commission’s most recent order 

and were found to be consistent with the most recent order. 

Do you have any concerns about the application of the ICM? 

Yes. Staff reviewed the eleven examples of the ICM for specific projects. This review 

raised questions concerning how the Company uses the model and its results. Exhibit 

DED-21 shows the ICM-estimated three and five year average ROR and ROE for a 

number of example projects. In almost every instance the ICM estimates RORs and ROEs 

two other projects, are significantly in excess of those allowed by the Commission. 

Are the RORs and ROEs for the other projects close to the Commission’s authorized 

returns? 

What are the implications of these higher than authorized rates of return? 

These higher than authorized RORs suggest that the Company is collecting more advances 

for construction andor CIAC than is necessary. 
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Q. 
A. 

Q. 
A. 

Is there a way to resolve this problem in the model? 

Yes. There is a “goal-seeking” feature in the ICM that can be used in connection with 

determining the needed CIAC. This optimization feature can constrain estimated project 

contributions to level consistent with a five year average allowed return. While the use of 

this optimization feature could possibly resolve the current over-earning problem, it does 

not address the issue of over-collecting advances for construction which is based upon the 

Company’s policy of collecting advances for all the first year capital expenditures. It 

would appear that to achieve more reasonable returns the Company would need to alter its 

advances for construction policies and the resulting assumptions in the model. 

What is Staffs recommendations concerning the ICM? 

Staff recommends that the Commission order the Company to either discontinue 

collecting advances and CIAC that result an ROE that is more than 50 basis points above 

the allowed return. In the alternative, the Company needs to demonstrate that the ICM 

results provided to Staff are not representative of final advances and CIAC collected from 

customers. 

L. Rate Design Recommendations 

Q. 

A. 

Would you please summarize Staffs rate design recommendations? 

Yes. Staffs rate design recommendations can be summarized as follows: 

e Revenue responsibilities for developing rates should be allocated on a 

methodology that constrains any one class from receiving a rate increase greater 

than 1.25 times the system average and distribute any of the remaining revenue 

deficiency across classes earning less than three times the proposed system average 

increase. 
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a 

a 

a 

e 

a 

a 

Existing customer charges should be held at their current levels. 

The Company’s existing uniform volumetric rate structure should be continued. 

Volumetric rates should be increased according to the results of my alternative 

class cost of service model and the Staffs recommended revenue requirement. 

Staff recommends the Commission reject the Company’s low income class rate 

design proposal and continue the existing 20 percent discount on the first 150 

therms of winter usage. 

For the Company’s Special Residential Gas Service for Air Conditioning rate, 

Staff recommends moving towards a uniform volumetric rate for this class until 

such time that the Company can support a declining block rate with class-specific 

cost information. 

Staff agrees with the Company proposal to separate the Large General Service 

class. However, the Commission should reject the Company’s customer and 

delivery charge proposals for the Large-1 and Large-2 General Service classes. 

Instead, Staff recommends that the Commission decrease the customer charge of 

the Large-1 General Service class to $120 per month and examine further 

decreases in the Company’s next rate case. Staff also recommends the 

Commission increase the customer charge of the Large 2 General Service class to 

$240 per month. 
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e Staff recommends that the Commission order the Company close the Small 

Essential Agriculture tariff to all new customers. 

e Staff has expressed a strong interest to investigate alternative rate designs that may 

send better price signals to customers about the opportunity cost of their natural 

gas consumption decisions. Staff recommends the Commission order the 

Company to evaluate alternative rate designs, including an inclining block rate 

structure for residential and commercial customers, in the next rate case. Each 

alternative rate design proposal offered by the Company should include 

documentable cost support and other details indicating how the alternative rate 

design promotes and supports energy efficiency. 

e Staff recommends the Commission adopt the Company’s proposed change for 

Rate Schedule No. B- 1 .  

e Staff recommends that the Commission order the Company to either (a) 

discontinue collecting advances and CIAC that result in a return on equity that is 

more than 50 basis points above the allowed return, or (b) demonstrate that the 

ICM filed in this case, and used to estimate these advances, are not representative 

of the final advances and CIAC collected from customers. 

CONCLUSIONS 

Q. Would you please summarize Staff’s recommendations and conclusions regarding 

the Company’s proposed revenue decoupling mechanism? 

Yes. Staff recommends that the Commission reject the Company’s proposed revenue 

decoupling mechanism since: 

A. 
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e The proposed EEP mechanism would shift revenue recovery risk associated with 

changes in the economy, price, and other factors away from the Company and its 

shareholders and onto ratepayers. Such a shifting of risk, without any 

corresponding mitigation or ratepayer protection measures will result in rates that 

are not fair, just, and reasonable. 

e The unnecessary inclusion of a weather component in the proposed EEP provides 

the Company with virtually free weather-related sales insurance without any 

corresponding benefit to ratepayers. Even if revenue decoupling is adopted, this 

aspect of the Company’s EEP proposal should be rejected, without some 

corresponding benefit to ratepayers. 

e The EEP mechanism has been offered on a permanent basis and has no review or 

analysis period to assess its effectiveness or the emergence of any unanticipated 

consequences. 

e The EEP mechanism is not accompanied or tied to any verifiable, performance- 

based energy efficiency goals and outcomes. 

e The EEP mechanism is highly likely to make the Company whole for changes in 

sales that have nothing to do with its energy efficiency efforts. 

Q. 
A. 

Would you please describe Staff’s LCFR mechanism proposals? 

Yes. Should the Commission accept the need for decoupling, Staff recommends that the 

Commission approve the LFCR performance-based mechanism that would actively incent 

the Company to meet the Commission’s energy efficiency goals, while holding the 
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Company harmless for the revenue losses associated with its energy efficiency efforts if it 

meets the Commission’s goals. If the Company is correct that cost-effective energy 

efficiency programs result in stranding its fixed costs (and capacity), then the only time in 

which this fixed cost recovery problem should arise is when the Company has met real, 

meaningful, and measurable energy efficiency goals. Under Staffs proposal, the 

Company would attain greater amounts of fixed cost recovery as it meets its Commission- 

defined energy efficiency goals. 

Q. 

A. 

If the Commission adopts the Company’s proposed revenue decoupling mechanism, 

what conditions should the Commission apply to the mechanism? 

Staff recommends the Commission adopt the following ratepayer protection mechanisms 

if the Company’s decoupling mechanism is approved. 

0 Adoption of an annual earnings review and a refund of all dollars in excess of the 

Company’s authorized return to ratepayers during the period in which full revenue 

decoupling is in place. 

0 Adoption of a three year review period for energy efficiency performance and any 

lost revenue mechanism adopted by the Commission. The Company’s 

performance should be judged against energy efficiency performance goals 

including new, incremental energy efficiency programs that are implemented after 

the decoupling mechanism is initiated. This review should include a regulatory 

presumption that any lost revenue recovery mechanism will be discontinued in 

ts disincentives for three years unless the Company has clearly demonstrated that 

the promotion of energy efficiency have been eliminated. 
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0 A three year review process that includes: (1) an energy efficiency review; (2) a 

revenue deferrals and collections review if full decoupling is adopted by the 

Commission; (3) a customer usage analysis; and (4) other review criteria 

addressing internal changes in the Company’s energy efficiency culture and 

philosophy and the financial market perceptions of its revenue decoupling 

mechanism and related earnings impacts. 

0 Annual reporting requirements that include both the Company’s proposal to 

reconcile actual-to-allowed revenue, an annual earnings surveillance report, and a 

reconciliation of the forecasted to actual per measure/per customer class total 

energy efficiency savings and participation levels in the prior year. 

0 The three year review should conducted by a consultant selected by Staff and 

funded by the Company at a level of not more than $100,000 per review. 

Q* 

A. 

If the Commission adopts Staffs LCFR mechanism, what conditions should the 

Commission apply to the mechanism? 

Staff recommends the Commission adopt the following ratepayer protection mechanisms 

if the Staffs alternative mechanism is approved: 

0 Adoption of an annual review period for energy efficiency performance and any 

lost revenue mechanism adopted by the Commission. The Company’s 

performance should be judged against energy efficiency performance goals 

including new, incremental energy efficiency programs that are implemented after 

the LCFR mechanism is initiated. 
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e An annual review process that includes: (1) an energy efficiency review; (2) a 

customer usage analysis; and (3) other review criteria addressing internal changes 

in the Company’s energy efficiency culture and philosophy and the financial 

market perceptions of its revenue decoupling mechanism and related earnings 

impacts. 

e Annual reporting requirements that include both a reconciliation of the LFCR 

mechanism and identification of per measure/per customer class total energy 

efficiency savings and participation levels in the prior year relative to forecasted 

level. 

e The annual review should conducted by a consultant selected by Staff and funded 

by the Company at a level of not more than $50,000 annually. 

Q. 

A. 

Does Staff have any other recommendations regardless of whether the Commission 

adopts a full decoupling mechanism or the LFCR recommended by the Staff? 

Yes. The Commission should evaluate changes in usage pre- and post-policy adoption 

regardless of whether or not a revenue decoupling mechanism is adopted. Some of the 

customer usage statistics that should be included in this review include: 

e 

e 

e 

An analysis of usage differences between new and existing customers. 

A comparison of the differences between new and existing customer UPC. 

An analysis of overall customer usage, UPC, and customer growth per class on a 

pre- and post-decoupling basis. 

An analysis of customer migration during the three-year review period. e 
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e An analysis of Company activities in supporting new customer growth including 

the encouragement of new and economic uses of natural gas. 

A survey of customer perception, understanding, and acceptance of the decoupling 

mechanism and its intent. 

e 

Q. 
A. 

Would you please summarize Staffs CCOSS recommendations? 

Yes. Staff recommends that the Commission adopt the following alternative CCOSS 

allocation factors: 

Distribution mains should be allocated on a 50-50 basis with 50 percent of those 

investments being allocated to customers and the other 50 percent allocated on 

non-customer factors. This differs from the Company’s proposal to allocate mains 

investment on a 50 percent demand/50 percent customer allocation basis. 

The non-customer component of the mains investment allocator should be divided 

on a 50-50 commodity-demand basis. 

Measuring and regulating equipment should be allocated on a 50 percent demand 

and 50 percent commodity basis, instead of the 50 percent customer and 50 percent 

demand allocation proposed by the Company. 

Maintenance of mains should be allocated on the basis of 50 percent customers, 25 

percent demand, and 25 percent commodity, consistent with the plant account 

associated with these maintenance activities. 
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Measuring and regulating equipment - industrial should be allocated to industrial 

customers only, as opposed to the Company’s method which allocated these costs 

to all customers. 

The Commission should order the Company to include the special procurement gas 

customers served under Schedule G-30 in the CCOSS submitted in its next rate 

case. 

The Commission should order the Company to develop an accounting process that 

explicitly identifies customer class-specific CIAC in such a manner that CIAC can 

be appropriately assigned to the classes that paid the CIAC. 

All CCOSS errors identified by the Company in response to Staffs discovery 

should be made including those associated with the allocation of services, meters, 

and customer installation expenses. 

Q. 
A. 

Would you please summarize Staffs rate design recommendations? 

Yes. Staffs rate design recommendations can be summarized as follows: 

a Revenue responsibilities for developing rates should be allocated on a 

methodology that constrains any one class from receiving a rate increase greater 

than 1.25 times the system average and distribute any of the remaining revenue 

deficiency across classes earning less than three times the proposed system average 

rate of return. 

a Existing customer charges should be held at their current levels. 
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e 

e 

e 

e 

e 

e 

The Company’s existing uniform volumetric rate structure should be continued. 

Volumetric rates should be increased according to the results of my alternative 

class cost of service model and the Staffs recommended revenue requirement. 

Staff recommends the Commission reject the Company’s low income class rate 

design proposal and continue the existing 20 percent discount on the first 150 

therms of winter usage. 

For the Company’s Special Residential Gas Service for Air Conditioning rate, 

Staff recommends a gradual move towards a uniform volumetric rate for this class 

until such time that the Company can support a declining block rate with class- 

specific cost information. 

Staff agrees with the Company proposal to separate the Large General Service 

class, However, the Commission should reject the Company’s customer and 

delivery charge proposals for the Large- 1 and Large-2 General Service classes. 

Instead, Staff recommends that the Commission decrease the customer charge of 

the Large-1 General Service class to $120 per month and examine further 

decreases in the Company’s next rate case. Staff also recommends the 

Commission increase the customer charge of the Large 2 General Service class to 

$240 per month. 

Staff recommends that the Commission order the Company to close the Small 

Essential Agriculture tariff to all new customers. 
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0 Staff has expressed a strong interest to investigate alternative rate designs that may 

send better price signals to customers about the opportunity cost of their natural 

gas consumption decisions. I recommend the Commission order the Company to 

evaluate alternative rate designs, including an inclining block rate structure for 

residential and commercial customers, in the next rate case. Each alternative rate 

design proposal offered by the Company should include documentable cost 

support and other details indicating how the alternative rate design promotes and 

supports energy efficiency. 

0 Staff recommends the Commission adopt the Company’s proposed change for 

Rate Schedule No. B- 1. 

0 Staff recommends that the Commission order the Company to either (a) 

discontinue collecting advances and CIAC that result in a return on equity that is 

more than 50 basis points above the allowed return, or (b) demonstrate that the 

Incremental Cost Model filed in this case, and used to estimate these advances, are 

not representative of the final advances and CIAC collected from customers. 

Q. 
A. 

Does this complete your Direct Testimony? 

Yes it does. 
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Lafayette, PN: The Pennsylvania Academy of Science, 133-146. 
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(2003). With K.E. Hughes 11. Oil, Gas and Energy Quarterly. 51: 635-652. 
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Minerals Management Service. Total Project Funding: $244,837. Status: In Progress. 
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19. Co-Principal Investigator. “An Analysis of the Economic Impacts of Drilling and Production 
Activities on State Leases.” (2002). With Robert H. Baumann, Allan G. Pulsipher, and 
Dmitry V. Mesyanzhinov. Louisiana Office of Mineral Resources. Total Project Funding: 
$8,000. Status: Completed. 
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21. Principal Investigator. “An Economic Impact Analysis of OCS Activities on Coastal 
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Cope and Dan Rinks. International Association for Energy Economics Annual Conference. 
Albuquerque, New Mexico. October. 

29. “Benchmarking Electric Utility Distribution Performance.” (1 998) With Robert F. Cope and 
Dmitry Mesyanzhinov. Western Economic Association, Seventy-sixth Annual Conference. 
Lake Tahoe, Nevada. June. 

30. “Power System Operations, Control, and Environmental Protection in a Restructured Electric 
Power Industry.” (1 998). With Fred I. Denny. IEEE Large Engineering Systems Conference 
on Power Engineering. Nova Scotia, Canada. June. 
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31. “Benchmarking Electric Utility Transmission Performance.” (1 997). With Robert F. Cope and 
Dmitry Mesyanzhinov. Southern Economic Association, Sixty-seventh Annual Conference. 
Atlanta, Georgia. November 21-24. 

32. “A Non-Linear Programming Model to Estimate Stranded Generation Investments in a 
Deregulated Electric Utility Industry.” (1 997). With Robert F. Cope and Dan Rinks. Institute 
for Operations Research and Management Science Annual Conference. Dallas Texas. 
October 26-29. 

33. “New Paradigms for Power Engineering Education.” (1 997). With Fred I .  Denny. 
International Association of Science and Technology for Development, High Technology in 
the Power Industry Conference. Orlando, Florida. October 27-30 

34. “Cogeneration and Electric Power Industry Restructuring.” (1 997). With Andrew N. Kleit. 
Western Economic Association, Seventy-fifth Annual Conference. Seattle, Washington. July 
9-1 3. 

35. “The Unintended Consequences of the Public Utilities Regulatory Policies Act of 1978.” 
(1 997). National Policy History Conference on the Unintended Consequences of Policy 
Decisions. Bowling Green State University. Bowling Green, Ohio. June 5-7. 

36. “Assessing Environmental and Safety Risks of the Expanding Role of Independents in E&P 
Operations on the Gulf of Mexico OCS.” (1996). With Allan Pulsipher, Omowumi Iledare, 
Dmitry Mesyanzhinov, and Bob Baumann. U.S. Department of Interior, Minerals 
Management Service, 16th Annual Information Transfer Meeting. New Orleans, Louisiana. 

37. “Empirical Modeling of the Risk of a Petroleum Spill During E&P Operations: A Case Study 
of the Gulf of Mexico OCS.” (1996). With Omowumi Iledare, Allan Pulsipher, and Dmitry 
Mesyanzhinov. Southern Economic Association, Sixty-Sixth Annual Conference. 
Washington, D.C. 

38. “Input Price Fluctuations, Total Factor Productivity, and Price Cap Regulation in the 
Telecommunications Industry” (1 996). With Farhad Niami. Southern Economic Association, 
Sixty-Sixth Annual Conference. Washington, D.C. 

39. “Recovery of Stranded Investments: Comparing the Electric Utility Industry to Other 
Recently Deregulated Industries” (1 996). With Farhad Niami and Dmitry Mesyanzhinov. 
Southern Economic Association, Sixty-Sixth Annual Conference. Washington, D.C. 

40. “Spatial Perspectives on the Forthcoming Deregulation of the U.S. Electric Utility Industry.” 
Southwest Association of American Geographers (1 996) With Dmitry Mesyanzhinov. 

Annual Meeting. Norman, Oklahoma. 
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41. “Comparing the Safety and Environmental Performance of Offshore Oil and Gas Operators.’’ 
(1 995). With Allan Pulsipher, Omowumi Iledare, Dmitry Mesyanzhinov, William Daniel, and 
Bob Baumann. U.S. Department of Interior, Minerals Management Service, 15th Annual 
Information Transfer Meeting. New Orleans, Louisiana. 

42. “Empirical Determinants of Nuclear Power Plant Disallowances.” (1 995). Southern 
Economic Association, Sixty-Fifth Annual Conference. New Orleans, Louisiana. 

43. “A Cross-Sectional Model of IntraLATA MTS Demand.’’ (1 995). Southern Economic 
Association, Sixty-Fifth Annual Conference. New Orleans, Louisiana. 

ACADEMIC SEMINARS AND PRESENTATIONS 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

“Energy Regulation: Overview of Power and Gas Regulation.” Lecture before School of the 
Coast & Environment, Course in Energy Policy and Law. October 5, 2009. 

“Trends and Issues in Renewable Energy.” Presentation before the School of the Coast & 
Environment, Louisiana State University. Spring Guest Lecture Series. May 4, 2007. 

‘ICES Research Projects and Status.” Presentation before the U.S. Department of the 
Interior, Minerals Management Service, Outer Continental Shelf Scientific Committee 
Meeting, New Orleans, LA May 22, 2007. 

“Hurricane Impacts on Energy Production and Infrastructure.” Presentation Before the 53rd 
Mineral Law Institute, Louisiana State University. April 7, 2006. 

“Trends and Issues in the Natural Gas Industry and the Development of LNG: Implications 
for Louisiana. (2004) 51 St Mineral Law Institute, Louisiana State University, Baton Rouge, 
LA. April 2, 2004. 

“Electric Restructuring and Conservation.” (2001). Presentation before the Department of 
Electrical Engineering, McNesse State University. Lake Charles, Louisiana. May 2, 2001. 

“Electric Restructuring and the Environment.” (1 998). Environment 98: Science, Law, and 
Public Policy. Tulane University. Tulane Environmental Law Clinic. March 7, New Orleans, 
Louisiana. 

“Electric Restructuring and Nuclear Power.” (1 997). Louisiana State University. Department 
of Nuclear Science. November 7, Baton Rouge, Louisiana. 

“The Empirical Determinants of Co-generated Electricity: Implications for Electric Power 
Industry Restructuring.” (1 997). With Andrew N. Kleit. Florida State University. 
Department of Economics: Applied Microeconomics Workshop Series. October 17, 
Tallahassee, Florida. 
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PROFESSIONAL AND CIVIC PRESENTATIONS 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

IO. 

11. 

“Energy Market Trends and Policies: Implications for Louisiana.” (201 1). Lakeshore 
Lion’s Club Monthly Meeting. Baton Rouge, Louisiana. June 20, 201 1. 

“America’s Natural Gas Advantage: Securing Benefits for Ratepayers Through 
Paradigm Shifts in Policy.” Southeastern Association of Regulatory Commissioners 
(“SEARUC”) Annual Meeting. Nashville, Tennessee. June 14, 201 1. 

“Learning Together: Building Utility and Clean Energy Industry Partnerships in the 
Southeast.” (201 1). American Solar Energy Society National Solar Conference. Raleigh 
Convention Center, Raleigh, North Carolina. May 20, 201 1. 

“Louisiana Energy Outlook and Trends.” (201 1). Executive Briefing. Counsul General of 
Canada. LSU Center for Energy Studies, Baton Rouge, Louisiana. May 24, 201 1. 

“Louisiana’s Natural Gas Advantage: Can We Hold It? Grow It? Or Do We Need to be 
Worrying About Other Problems?” (201 1). Louisiana Chemical Association Annual 
Legislative Conference, Baton Rouge, Louisiana, May 5, 201 1. 

“Energy Outlook and Trends: Implications for Louisiana. (201 1). Executive Briefing, 
Legislative Staff, Congressman William Cassidy. LSU Center for Energy Studies, Baton 
Rouge, Louisiana. March 25, 201 1. 

“Regulatory Issues in Inflation Adjustment Mechanisms and Allowances.’’ (201 1). Gas 
Committee, National Association of State Utility Consumer Advocates (“NASUCA). 
February 15, 201 1. 

“Regulatory Issues in Inflation Adjustment Mechanisms and Allowances.” (201 0). 201 0 
Annual Meeting, National Association of State Utility Consumer Advocates (“NASUCA), 
Omni at CNN Center, Atlanta, Georgia, November 16, 2010. 

“How Current and Proposed Energy Policy Impacts Consumers and Ratepayers.” 
(201 0). 122”d Annual Meeting, National Association of Regulatory Utility Commissioners 
(“NARUC”), Omni at CNN Center, Atlanta, Georgia, November 15, 2010. 

“Energy Outlook: Trends and Policies.” (201 0). 201 0 Tri-State Member Service 
Conference; Arkansas, Louisiana, and Mississippi Electric Cooperatives. L’Auberge du 
Lac Casino Resort, Lake Charles, Louisiana, October 14, 2010. 

“Deepwater Moratorium and Louisiana Impacts.” (201 0). The Energy Council Annual 
Meeting. Gulf of Mexico Deepwater Horizon Accident, Response, and Policy. Beau 
Rivage Conference Center. Biloxi, Mississippi. September 25, 201 0. 
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12. “Overview on Offshore Drilling and Production Activities in the Aftermath of Deepwater 
Horizon.” (2010) Jones Walker Banking Symposium. The Oil Spill: What Will it Mean for 
Banks in the Region? New Orleans, Louisiana. August 31, 2010. 

13. “Long-Term Energy Sector Impacts from the Oil Spill.” (201 0). Second Annual Louisiana 
Oil & Gas Symposium. The BP Gulf Oil Spill: Long-Term Impacts and Strategies. Baton 
Rouge Geological Society. August 16, 201 0. 

14. “Overview and Issues Associated with the Deepwater Horizon Accident.’’ (201 0). Global 
Interdependence Meeting on Energy Issues. Baton Rouge, LA. August 12, 2010. 

15. “Overview and Issues Associated with the Deepwater Horizon Accident.” (201 0). 
Regional Roundtable Webinar. National Association for Business Economics. August 
10, 2010. 

16. “Deepwater Moratorium: Overview of Impacts for Louisiana.” Louisiana Association of 
Business and Industry Meeting. Baton Rouge, LA. June 25, 2010. 

17. Moderator. Senior Executive Roundtable on Industrial Energy Efficiency. U.S. 
Department of Energy Conference on Industrial Efficiency. Office of Renewable Energy 
and Energy Efficiency. Royal Sonesta Hotel, New Orleans, LA. May 21, 2010. 

18. “The Energy Outlook: Trends and Policies Impacting Southeastern Natural Gas Supply 
and Demand Growth.’’ Second Annual Local Economic Analysis and Research Network 
(“LEARN”) Conference. Federal Reserve Bank of Atlanta. March 29, 201 0. 

19. “Natural Gas Supply Issues: Gulf Coast Supply Trends and Implications for Louisiana.” 
Energy Bar Association, New Orleans Chapter Meeting. Jones Walker Law Firm. 
January 28, 2010, New Orleans, LA. 

20. “Potential Impacts of Federal Greenhouse Gas Legislation on Louisiana Industry.” LCA 
Government Affairs Committee Meeting. November I O ,  2009. Baton Rouge, LA 

21. “Regulatory and Ratemaking Issues Associated with Cost and Revenue Tracker 
Mechanisms.” National Association of State Utility Consumer Advocates (“NASUCA) 
Annual Meeting. November 10, 2009. 

22. “Louisiana’s Stakes in the Greenhouse Gas Debate.” Louisiana Chemical Association 
and Louisiana Chemical Industry Alliance Annual Meeting: The Billing Dollar Budget 
Crisis: Catastrophe or Change? New Orleans, LA. 

23. “Gulf Coast Energy Outlook: Issues and Trends.” Women’s Energy Network, Louisiana 
Chapter. September 17, 2009. Baton Rouge, LA. 
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24. “Gulf Coast Energy Outlook: Issues and Trends.” Natchez Area Association of Energy 
Service Companies. September 15, 2009, Natchez, MS. 

25. “The Small Picture: The Cost of Climate Change to Louisiana.’’ Louisiana Association of 
Business and Industry, U.S. Chamber of Commerce, Louisiana Oil and Gas Association, 
and LSU Center for Energy Studies Conference: Can Louisiana Make a Buck After 
Climate Change Legislation? August 21, 2009. Baton Rouge, LA. 

26. “Carbon Legislation and Clean Energy Markets: Policy and Impacts.” National 
Association of Conservation Districts, South Central Region Meeting. August 14, 2009. 
Baton Rouge, LA. 

27. “Evolving Carbon and Clean Energy Markets.” The Carbon Emissions Continuum: From 
Production to Consumption.” Jones Walker Law Firm and LSU Center for Energy 
Studies Workshop. June 23, 2009. Baton Rouge, LA 

28. “Potential Impacts of Cap and Trade on Louisiana Ratepayers: Preliminary Results.” 
(2009). Briefing before the Louisiana Public Service Commission. Business and 
Executive Meeting, May 12, 2009. Baton Rouge, LA. 

29. “Natural Gas Outlook.” (2009). Briefing before the Louisiana Public Service 
Commission. Business and Executive Meeting, May 12, 2009. Baton Rouge, LA. 

30. “Gulf Coast Energy Outlook: Issues and Trends.” (2009). ISA-Lafayette Technical 
Conference & Expo. Cajundome Conference Center. Lafayette, Louisiana. March 12, 
2009. 

31. “The Cost of Energy Independence, Climate Change, and Clean Energy Initiatives on 
Utility Ratepayers.” (2009). National Association of Business Economists (NABE). 2!jth 
Annual Washington Economic Policy Conference: Restoring Financial and Economic 
Stability. Arlington, VA March 2, 2009. 

32. Panelist, “Expanding Exploration of the U.S. OCS” (2009). Deep Offshore Technology 
International Conference and Exhibition. PennWell. New Orleans, Louisiana. February 
4, 2009. 

33. “Gulf Coast Energy Outlook.” (2008.) Atmos Energy Regional Management Meeting. 
Louisiana and Mississippi Division. New Orleans, Louisiana. October 8, 2008. 

34. “Background, Issues, and Trends in Underground Hydrocarbon Storage.” (2008). 
Presentation before the LSU Center for Energy Studies Industry Advisory Board 
Meeting. Baton Rouge, Louisiana. August 27, 2008. 
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“Greenhouse Gas Regulations and Policy: Implications for Louisiana.” (2008). 
Presentation before the Praxair Customer Seminar. Houston, Texas, August 14, 2008. 

“Market and Regulatory Issues in Alternative Energy and Louisiana Initiatives.” (2008). 
Presentation before the 2008 Statewide Clean Cities Coalition Conference: Making 
Sense of Alternative Fuels and Advanced Technologies. New Orleans, Louisiana, 
March 27, 2008. 

“Regulatory Issues in Rate Design, Incentives, and Energy Efficiency.” (2007) 
Presentation before the New Hampshire Public Utilities Commission. Workshop on 
Energy Efficiency and Revenue Decoupling. November 7,2007. 

“Regulatory Issues for Consumer Advocates in Rate Design, Incentives, and Energy 
Efficiency.” (2007). National Association of State Utility Consumer Advocates, Mid-Year 
Meeting. June 12, 2007. 

“Regulatory and Policy Issues in Nuclear Power Plant Development.” (2007). LSU 
Center for Energy Studies Industry Advisory Council Meeting. Baton Rouge, LA. March 
23, 2007. 

“Oil and Gas in the Gulf of Mexico: A North American Perspective.” (2007). Canadian 
Consulate, Heads of Mission EnerNet Workshop, Houston, Texas. March 20, 2007. 

“Regulatory Issues for Consumer Advocates in Rate Design, Incentives & Energy 
Efficiency. (2007). National Association of State Utility Consumer Advocates 
(“NASUCA) Gas Committee Monthly Meeting. February 13, 2006. 

“Recent Trends in Natural Gas Markets.” (2006). National Association of Regulatory 
Utility Commissioners, 1 18th Annual Convention. Miami, FL November 14, 2006. 

“Energy Markets: Recent Trends, Issues & Outlook.” (2006). Association of Energy 
Service Companies (AESC) Meeting. Petroleum Club, Lafayette, LA, November 8, 
2006. 

“Energy Outlook (2006). National Business Economics Issues Council. Quarterly 
Meeting, Nashville, TN, November 1-2, 2006. 

“Global and U.S. Energy Outlook.” (2006). Energy Virginia Conference. Virginia 
Military Institute, Lexington, VA October 17, 2006. 

“Interdependence of Critical Energy Infrastructure Systems.” (2006). Cross Border 
Forum on Energy Issues: Security and Assurance of North American Energy Systems. 
Woodrow Wilson Center for International Scholars. Washington, DC, October 13, 2006. 
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47. “Determining the Economic Value of Coastal Preservation and Restoration on Critical 
Energy Infrastructure.” (2006) The Economic and Market Impacts of Coastal 
Restoration: America’s Wetland Economic Forum II. Washington, DC September 28, 
2006. 

48. “Relationships between Power and Other Critical Energy Infrastructure.” (2006). 
Rebuilding the New Orleans Region: Infrastructure Systems and Technology Innovation 
Forum. United Engineering Foundation. New Orleans, LA, September 24-25, 2006. 

49. “Outlook, Issues, and Trends in Energy Supplies and Prices.” (2006.) Presentation to 
the Southern States Energy Board, Associate Members Meeting. New Orleans, 
Louisiana. July 14, 2006. 

50. “Energy Sector Outlook.” (2006). Baton Rouge Country Club Meeting. Baton Rouge, 
Louisiana. July 11, 2006. 

51. “Oil and Gas Industry Post 2005 Storm Events.” (2006). American Petroleum Institute, 
Teche Chapter. Production, Operations, and Regulations Annual Meeting. Lafayette, 
Louisiana. June 29, 2006. 

52. “Concentration of Energy Infrastructure in Hurricane Regions.’’ (2006). Presentation 
before the National Commission on Energy Policy Forum: Ending the Stalemate on 
LNG Facility Siting. Washington, DC. June 21, 2006. 

53. “LNG-A Premier.’’ (2006). Presentation Given to the U.S. Department of Energy’s 
“LNG Forums.” Los Angeles, California. June 1, 2006. 

54. “Regional Energy Infrastructure, Production and Outlook.” (2006). Executive Briefing for 
Board of Directors, Louisiana Oil and Gas PIC., Enhanced Exploration, Inc. and Energy 
Self-service, Inc. Covington, Louisiana, May 12, 2006. 

55. “The Impacts of the Recent Hurricane Season on Energy Production and Infrastructure 
and Future Outlook.” Presentation before the Industrial Energy Technology Conference 
2006. New Orleans, Louisiana, May 9, 2006. 

56. “Update on Regional Energy Infrastructure and Production.” (2006). Executive Briefing 
for Delegation Participating in U.S. Department of Commerce Gulf Coast Business 
Investment Mission. Baton Rouge, Louisiana May 5,  2006. 

57. “Hurricane Impacts on Energy Production and Infrastructure.” (2006). Presentation 
before the Interstate Natural Gas Association of America Mid-Year Meeting. Hyatt 
Regency Hill Country. April 21, 2006. 
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58. “LNG-A Premier.” Presentation Given to the U.S. Department of Energy’s “LNG 
Forums.” Astoria, Washington. April 28, 2006. 

59. Natural Gas Market Outlook. Invited Presentation Given to the Georgia Public Service 
Commission and Staff. Georgia Institute of Technology, Atlanta, Georgia. March 10, 
2006. 

60. The Impacts of Hurricanes Katrina and Rita on Louisiana’s Energy Industry. 
Presentation to the Louisiana Economic Development Council. Baton Rouge, Louisiana. 
March 8, 2006. 

61. Energy Markets: Hurricane Impacts and Outlook. Presentation to the 2006 Louisiana 
Independent Oil and Gas Association Annual Conference. L’Auberge du Lac Resort and 
Casino. Lake Charles, Louisiana. March 6, 2006 

62. Energy Market Outlook and Update on Hurricane Damage to Energy Infrastructure. 
Presentation to the Energy Council 2005 Global Energy and Environmental Issues 
Conference. Santa Fe, New Mexico, December I O ,  2005. 

63. “Putting Our Energy Infrastructure Back Together Again.” Presentation Before the 1 1 7‘h 
Annual Convention of the National Association of Regulatory Utility Commissioners 
(NARUC). November 15, 2005. Palm Springs, CA 

64. “Hurricanes and the Outlook for Energy Markets.” Presentation before the Baton Rouge 
Rotary Club. November 9, 2005, Baton Rouge, LA. 

65. “Hurricanes, Energy Supplies and Prices.” Presentation before the Louisiana 
Department of Natural Resources and Atchafalaya Basin Committee Meeting. 
November 8, 2005. Baton Rouge, LA. 

66. “The Impact of the Recent Hurricane’s on Louisiana’s Energy Industry.” Presentation 
before the Louisiana Independent Oil and Gas Association Board of Directors Meeting. 
November 8, 2005. Baton Rouge, LA. 

67. “The Impact of the Recent Hurricanes on Louisiana’s Infrastructure and National Energy 
Markets.” Presentation before the Baton Rouge City Club Distinguished Speaker Series. 
October 13, 2005. Baton Rouge, LA. 

68. “The Impact of the Recent Hurricanes on Louisiana’s Infrastructure and National Energy 
Markets.” Presentation before Powering Up: A Discussion About the Future of 
Louisiana’s Energy Industry. Special Lecture Series Sponsored by the Kean Miller Law 
Firm. October 13, 2005. Baton Rouge, LA. 
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69. “The Impact of Hurricane Katrina on Louisiana’s Energy Infrastructure and National 
Energy Markets.” Special Lecture on Hurricane Impacts, LSU Center for Energy 
Studies, September 29, 2005. 

70. “Louisiana Power Industry Overview.” Presentation before the Clean Air Interstate Rule 
Implementation Stakeholders Meeting. August 1 1, 2005. Louisiana Department of 
Environmental Quality. 

71. “CES 2005 Legislative Support and Outlook for Energy Markets and Policy.” 
Presentation before the LMOGNLCA Annual Post-Session Legislative Committee 
Meeting. August 10-13, 2005. Perdido Key, Florida. 

72. “Electric Restructuring: Past, Present, and Future.” Presentation to the Southeastern 
Association of Tax Administrators Annual Conference. Sheraton Hotel and Conference 
Facility. New Orleans, LA July 12, 2005. 

73. “The Outlook for Energy.” Lagniappe Studies Continuing Education Course. 
Rouge, LA. July 11, 2005. 

Baton 

74. “The Outlook for Energy.” Sunshine Rotary Club. Baton Rouge, LA. April 27, 2005. 

75. “Background and Overview of LNG Development.” Energy Council Workshop on 
LNGKNG. Biloxi, Ms: Beau Rivage Resort and Hotel, April 9, 2005. 

76. “Natural Gas Supply, Prices, and LNG: Implications for Louisiana Industry.” Cytec 
Corporation Community Advisory Panel. Fortier, LA January 14, 2005. 

77. “The Economic Opportunities for a Limited Industrial Retail Choice Plan.” Louisiana 
Department of Economic Development. Baton Rouge, Louisiana. November 19, 2004. 

78. “Energy Issues for Industrial Customers of Gas and Power.” Louisiana Association of 
Business and Industry, Energy Council Meeting. Baton Rouge, Louisiana. October 11, 
2004. 

79. “Energy Issues for Industrial Customers of Gas and Power.” Annual Meeting of the 
Louisiana Chemical Association and the Louisiana Chemical Industry Alliance. Point 
Clear, Alabama. October 8, 2004. 

80. “Energy Issues for Industrial Customers of Gas and Power.” American Institute of 
Chemical Engineers - New Orleans Section. New Orleans, LA. September 22, 2004. 

81. “Natural Gas Supply, Prices and LNG: Implications for Louisiana Industry.” Dow 
Chemical Company Community Advisory Panel Meeting. Plaquemine, LA. August 9, 
2004. 
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82. “Energy Issues for Industrial Customers of Gas and Power.” Louisiana Chemical 
Association Post-Legislative Meeting. Springfield, LA. August 9, 2004. 

83. “LNG In Louisiana.” Joint Meeting of the Louisiana Economic Development Council and 
the Governors Cabinet Advisory Council. Baton Rouge, LA. August 5, 2004. 

84. “Louisiana Energy Issues.” 
Legislative Meetings. Sandestin, Florida. July 28, 2004. 

Louisiana Mid-Continent Oil and Gas Association Post 

85. “The Gulf South: Economic Opportunities Related to LNG.” Presentation before the 
Energy Council’s 2004 State and Provincial Energy and Environmental Trends 
Conference. Point Clear, AL, June 26, 2004. 

86. “Natural Gas and LNG Issues for Louisiana.” Presentation before the Rhodia 
Community Advisory Panel. May 20, 2004, Baton Rouge, LA. 

87. “The Economic Opportunities for LNG Development in Louisiana.” Presentation before 
the Louisiana Chemical Association Plant Managers Meeting. May 27, 2004. Baton 
Rouge, LA. 

88. “The Economic Opportunities for LNG Development in Louisiana.” Presentation before 
the Louisiana Chemical Association/Louisiana Chemical Industry Alliance Legislative 
Conference. May 26, 2004. Baton Rouge, LA. 

89. “The Economic Opportunities for LNG Development in Louisiana.” Presentation before 
the Petrochemical Industry Cluster, Greater New Orleans, Inc. May 19, 2004, 
Destrehan, LA. 

90. “Industry Development Issues for Louisiana: LNG, Retail Choice, and Energy.” 
Presentation before the LSU Center for Energy Studies Industry Associates. May 14, 
2004, Baton Rouge, LA. 

91. “The Economic Opportunities for LNG Development in Louisiana.” Presentation before 
the Board of Directors, Greater New Orleans, Inc. May 13, 2004, New Orleans, LA. 

92. “Natural Gas Outlook: Trends and Issues for Louisiana.” Presentation before the 
Louisiana Joint Agricultural Association Meetings. January 14, 2004, Hotel Acadiana, 
Lafayette, Louisiana. 

93. “Natural Gas Outlook Presentation before the St. James Parish Community Advisory 
Panel Meeting. January 7, 2004, IMC Production Facility, Convent, Louisiana. 
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94. “Competitive Bidding in the Electric Power Industry.” Presentation before the 
Association of Energy Engineers. Business Energy Solutions Expo. December 1 1  -12, 
2003, New Orleans, Louisiana. 

95. “Regional Transmission Organization in the South: The Demise of SeTrans” 
Presentation before the LSU Center for Energy Studies Industry Associates Advisory 
Council Meeting. December 9, 2003. Baton Rouge, Louisiana. 

96. “Affordable Energy: The Key Component to a Strong Economy.” Presentation before the 
National Association of Regulatory Utility Commissioners (“NARUC”), November 18, 
2003, Atlanta, Georgia. 

97. “Natural Gas Outlook.’’ Presentation before the Louisiana Chemical Association, 
October 17, 2003, Pointe Clear, Alabama. 

98. “Issues and Opportunities with Distributed Energy Resources.” Presentation before the 
Louisiana Biomass Council. April 17, 2003, Baton Rouge, Louisiana. 

99. “What’s Happened to the Merchant Energy Industry? Issues, Challenges, and Outlook 
Presentation before the LSU Center for Energy Studies Industry Associates Advisory 
Council Meeting. November 12, 2002. Baton Rouge, Louisiana. 

100. “An Introduction to Distributed Energy Resources.” Presentation before the U.S. 
Department of Energy, Office of Renewable Energy and Energy Efficiency, State Energy 
Program/Rebuild America Conference, August 1 ,  2002, New Orleans, Louisiana. 

101. “Merchant Energy Development Issues in Louisiana.” Presentation before the Program 
Committee of the Center for Legislative, Energy, and Environmental Research (CLEER), 
Energy Council. April 19, 2002. 

“Power Plant Siting Issues in Louisiana.” Presentation before 24‘h Annual Conference 
on Waste and the Environment. Sponsored by the Louisiana Department of 
Environmental Quality. Lafayette, Louisiana, Cajundome. March 12, 2002. 

102. 

103. “Merchant Power and Deregulation: Issues and Impacts.” Presentation before the Air 
and Waste Management Association Annual Meeting. Baton Rouge, LA, November 15, 
2001. 

104. “Moving to the Front of the Lines: The Economic Impact of Independent Power 
Production in Louisiana.” Presentation before the LSU Center for Energy Studies 
Merchant Power Generation and Transmission Conference, Baton Rouge, LA. October 
11,2001. 
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105. “Economic Impacts of Merchant Power Plant Development in Mississippi.” Presentation 
before the U.S. Oil and Gas Association Annual Oil and Gas Forum. Jackson, 
Mississippi. October IO, 2001. 

106. “Economic Opportunities for Merchant Power Development in the South.” Presentation 
before the Southern Governor’s Association/Southern State Energy Board Meetings. 
Lexington, KY. September 9, 2001. 

107. “The Changing Nature of the Electric Power Business in Louisiana.” Presentation before 
the Louisiana Department of Environmental Quality. Baton Rouge, LA, August 27, 2001. 

108. 

109. 

1 IO. 

1 1 1 .  

112. 

113. 

114. 

115. 

“Power Business in Louisiana: Background and Issues.” Presentation before the 
Louisiana Interagency Group on Merchant Power Development . Baton Rouge, LA, July 
16, 2001. 

“The Changing Nature of the Electric Power Business in Louisiana: Background and 
Issues.” Presentation before the Louisiana Office of the Governor. Baton Rouge, LA, 
July 16, 2001. 

“The Changing Nature of the Electric Power Business in Louisiana: Background and 
Issues.” Presentation before the Louisiana Department of Economic Development. 
Baton Rouge, LA, July 3, 2001. 

“The Economic Impacts of Merchant Power Plant Development In Mississippi.” 
Presentation before the Mississippi Public Service Commission. Jackson, Mississippi, 
March 20, 2001. 

“Energy Conservation and Electric Restructuring.” With Ritchie D. Priddy. Presentation 
before the Louisiana Department of Natural Resources. Baton Rouge, Louisiana, 
October 23, 2000. 

“Pricing and Regulatory Issues Associated with Distributed Energy.” Joint Conference 
by Econ One Research, Inc., the Louisiana State University Distributed Energy 
Resources Initiative, and the University of Houston Energy Institute: “Is the Window 
Closing for Distributed Energy?’’ Houston, Texas, October 13, 2000. 

“Electric Reliability and Merchant Power Development Issues.” Technical Meetings of 
the Louisiana Public Service Commission. Baton Rouge, LA. August 29, 2000. 

“A Introduction to Distributed Energy Resources.” Summer Meetings, Southeastern 
Association of Regulatory Utility Commissioners (SEARUC). New Orleans, LA. June 
27, 2000. 
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116. Roundtable Moderator/Discussant. Mid-South Electric Reliability Summit. U.S. 
Department of Energy. New Orleans, Louisiana. April 24, 2000. 

1 17. “Electricity 101 : Definitions] Precedents, and Issues.” Energy Council’s 2000 Federal 
Energy and Environmental Matters Conference. Loews L’Enfant Plaza Hotel, 
Washington] D.C. March 11-13, 2000. 

1 18. “LSU/CES Distributed Energy Resources Initiatives.’’ Los Alamos National Laboratories. 
Office of Energy and Sustainable Systems. Los Alamos, New Mexico. February 16, 
2000. 

1 19. “Distributed Energy Resources Initiatives.” Louisiana State University, Center for Energy 
Studies Industry Associates Meeting. Baton Rouge, Louisiana. December 15, 1999. 

120. “Merchant Power Opportunities in Louisiana.” Louisiana Mid-Continent Oil and Gas 
Association (LMOGA) Power Generation Committee Meetings. Baton Rouge, Louisiana. 
November 10, 1999. 

121. Roundtable Discussant. “Environmental Regulation in a Restructured Market” The Big 
E: How to Successfully Manage the Environment in the Era of Competitive Energy. PUR 
Conference. New Orleans, Louisiana. May 24, 1999. 

122. “The Political Economy of Electric Restructuring In the South” Southeastern Electric 
Exchange, Rate Section Annual Conference. New Orleans, Louisiana. May 7, 1999. 

123. “The Dynamics of Electric Restructuring in Louisiana.” Joint Meeting of the American 
Association of Energy Engineers and the International Association of Facilities 
Managers. Metairie, Louisiana. April 29, 1999. 

124. “The Implications of Electric Restructuring on Independent Oil and Gas Operations.” 
Petroleum Technology Transfer Council Workshop: Electrical Power Cost Reduction 
Methods in Oil and Gas Field Operations. Lafayette, Louisiana, March 24, 1999. 

125. “What’s Happened to Electricity Restructuring in Louisiana?’’ Louisiana State University, 
Center for Energy Studies Industry Associates Meeting. March 22, 1999. 

126. “A Short Course on Electric Restructuring.” Central Louisiana Electric Company. Sales 
and Marketing Division. Mandeville, Louisiana, October 22, 1998. 

127. “The Implications of Electric Restructuring on Independent Oil and Gas Operations.” 
Petroleum Technology Transfer Council Workshop: Electrical Power Cost Reduction 
Methods in Oil and Gas Field Operations. Shreveport, Louisiana, October 13, 1998. 
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128. “How Will Utility Deregulation Affect Tourism.’’ Louisiana Travel Promotion Association 
Annual Meeting, Alexandria, Louisiana. January 15, 1998. 

129. “Reflections and Predictions on Electric Utility Restructuring in Louisiana.” With Fred I. 
Denny. Louisiana State University, Center for Energy Studies Industry Associates 
Meeting. November 20, 1997. 

130. “Electric Utility Restructuring in Louisiana.” Hammond Chamber of Commerce, 
Hammond, Louisiana. October 30, 1997. 

131. “Electric Utility Restructuring.” Louisiana Association of Energy Engineers. Baton 
Rouge, Louisiana. September 1 1, 1997. 

132. “Electric Utility Restructuring: Issues and Trends for Louisiana.” Opelousas Chamber of 
Commerce, Opelousas, Louisiana. June 24, 1997. 

133. “The Electric Utility Restructuring Debate In Louisiana: An Overview of the Issues.” 
Annual Conference of the Public Affairs Research Council of Louisiana. Baton Rouge, 
Louisiana. March 25, 1997. 

134. “Electric Restructuring: Louisiana Issues and Outlook for 1997.” Louisiana State 
University, Center for Energy Studies Industry Associates Meeting, Baton Rouge, 
Louisiana, January 15, 1997. 

135. “Restructuring the Electric Utility Industry.” Louisiana Propane Gas Association Annual 
Meeting, Alexandria, Louisiana, December 12, 1996. 

136. “Deregulating the Electric Utility Industry.” Eighth Annual Economic Development 
Summit, Baton Rouge, Louisiana, November 21 , 1996. 

137. “Electric Utility Restructuring in Louisiana.” Jennings Rotary Club, Jennings, Louisiana, 
November 19, 1996. 

138. “Electric Utility Restructuring in Louisiana.” Entergy Services, Transmission and 
Distribution Division, Energy Centre, New Orleans, Louisiana, September 12, 1996 

139. “Electric Utility Restructuring” Louisiana Electric Cooperative Association, Baton Rouge, 
Louisiana, August 27, 1996. 

140. “Electric Utility Restructuring -- Background and Overview.” Louisiana Public Service 
Commission, Baton Rouge, Louisiana, August 14, 1996. 

141. “Electric Utility Restructuring.” Sunshine Rotary Club Meetings, Baton Rouge, 
Louisiana, August 8, 1996. 
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142. 

143. 

Roundtable Moderator, “Stakeholder Perspectives on Electric Utility Stranded Costs.” 
Louisiana State University, Center for Energy Studies Seminar on Electric Utility 
Restructuring in Louisiana, Baton Rouge, May 29, 1996. 

Panelist, “Deregulation and Competition.’’ American Nuclear Society: Second Annual 
Joint Louisiana and Mississippi Section Meetings, Baton Rouge, Louisiana, April 20, 
1996. 

EXPERT WITNESS, LEGISLATIVE, AND PUBLIC TESTIMONY: EXPERT REPORTS, 
RECOMMENDATIONS, AND AFFIDAVITS 

1. 

2. 

3. 

4. 

5. 

6. 

Expert Testimony. Docket No. 11-0280 and 11-0281. (201 1). Before the Illinois Commerce 
Commission. On the Behalf of the Illinois Attorney General, the Citizens Utility Board, and 
the City of Chicago, Illinois. In re: Peoples Gas Light and Coke Company and North Shore 
Natural Gas Company. Issues: revenue decoupling and rate design. 

Expert Testimony. D.P.U. 11-01. (201 1). Before the Massachusetts Department of Public 
Utilities. On the Behalf of the Office of the Attorney General, Office of Ratepayer Advocacy. 
Petition of the Fitchburg Electric and Gas Company (Electric Division) for Approval of A 
General Increase in Electric Distribution Rates and Approval of a Revenue Decoupling 
Mechanism. Issues: capital cost rider, revenue decoupling. 

Expert Testimony. D.P.U. 11-02. (201 1). Before the Massachusetts Department of Public 
Utilities. On the Behalf of the Office of the Attorney General, Office of Ratepayer Advocacy. 
Petition of the Fitchburg Electric and Gas Company (Gas Division) for Approval of A General 
Increase in Electric Distribution Rates and Approval of a Revenue Decoupling Mechanism. 
Issues: pipeline replacement rider, revenue decoupling. 

Expert Affidavit. Docket No. EL-I 1-13 (201 1). Before the Federal Energy Regulatory 
Commission. Petition for Preliminary Ruling, Atlantic Grid Operations. On the Behalf of the 
New Jersey Division of Rate Counsel. Issues: Offshore wind generation development, 
offshore wind transmission development, ratemaking treatment of development costs, 
transmission development incentives. 

Expert Opinion. Case No. C106-195. (201 1). Before the District Court of Jefferson County, 
Nebraska. On the Behalf of the City of Fairbury, Nebraska and Michael Beachler. In re: 
Endicott Clay Products Co. vs. City of Fairbury, Nebraska and Michael Beachler. Issues: 
rate design and ratemaking, time of use and time differentiated rate structures, empirical 
analysis of demand and usage trends for tariff eligibility requirements. 

Expert Testimony. D.P.U. 10-1 14. (2010). Before the Massachusetts Department of Public 
Utilities. On the Behalf of the Office of the Attorney General, Office of Ratepayer Advocacy. 
Petition of the New England Gas Company for Approval of A General Increase in Electric 
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7. 

8. 

9. 

10 

Distribution Rates and Approval of a Revenue Decoupling Mechanism. Issues: infrastructure 
replacement rider. 

Expert Testimony. D.P.U. 10-70. (201 0). Before the Massachusetts Department of Public 
Utilities. Petition of the Western Massachusetts Electric Company for Approval of A General 
Increase in Electric Distribution Rates and Approval of a Revenue Decoupling Mechanism. 
On the Behalf of the Office of the Attorney General, Office of Ratepayer Advocacy. Issues: 
Revenue decoupling; infrastructure replacement rider; performance-based regulation; 
inflation adjustment mechanisms; and rate design. 

Expert Testimony. G.U.D. Nos. 998 & 9992. (2010). Before the Texas Railroad 
Commission. In the Matter of the Rate Case Petition of Texas Gas Services, Inc. On the 
Behalf of the City of El Paso, Texas. Issues: Cost of service, revenue distribution, rate 
design, and weather normalization. 

Expert Testimony. B.P.U Docket No. GR10030225. (2010). Before the New Jersey Board 
of Public Utilities. In the Matter of the Petition of New Jersey Natural Gas Company for 
Approval of Regional Greenhouse Gas Initiative Programs and Associated Cost Recovery 
Mechanisms Pursuant to N.J.S.A. 48:3-98.1. On the Behalf of the Department of the Public 
Advocate, Division of Rate Counsel. Issues: solar energy proposals, solar securitization 
issues, solar energy policy issues. 

Expert Testimony. D.P.U. 10-55. (201 0). Before the Massachusetts Department of Public 
Utilities. Investigation Into the Propriety of Proposed Tariff Changes for Boston Gas 
Company, Essex Gas Company, and Colonial Gas Company. (d./b./a. National Grid). On 
the Behalf of the Office of the Attorney General, Office of Ratepayer Advocacy. Issues: 
Revenue decoupling; pipeline-replacement rider; performance-based regulation; partial 
productivity factor estimates, inflation adjustment mechanisms; and rate design. 

11. Expert Testimony. Cause No.43839. (2010). Before the Indiana Utility Regulatory 
Commission. In the Matter of Southern Indiana Gas and Electric Company d/b/a/ Vectren 
Energy Delivery of Indiana, Inc. (Vectren South-Electric). On the behalf of the Indiana Office 
of Utility Consumer Counselor (OUCC). Issues: revenue decoupling, variable production 
cost riders, gains on off-system sales, transmission cost riders. 

12. Congressional Testimony. Before the United States Congress. (2010). U.S. House of 
Representatives, Committee on Natural Resources. Hearing on the Consolidated Land, 
Energy, and Aquatic Resources Act. June 30, 2010. 

13. Expert Testimony. Before the City Counsel of El Paso, Texas; Public Utility Regulatory 
Board. (2010). On the Behalf of the City of El Paso. In Re: Rate Application of Texas Gas 
Services, Inc. Issues: class cost of service study (minimum system and zero intercept 
analysis), rate design proposals, weather normalization adjustment, and its cost of service 
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adjustment clause, conservation adjustment clause proposals, and other cost tracker policy 
issues. 

14. Expert Testimony. Docket 09-001 83. (201 0). Before the Tennessee Regulatory Authority. 
In the Matter of the Petition of Chattanooga Gas Company for a General Rate Increase, 
Implementation of the EnergySMART Conservation Programs, and Implementation of a 
Revenue Decoupling Mechanism. On the Behalf of Tennessee Attorney General, Consumer 
Advocate & Protection Division. Issues: revenue decoupling and energy efficiency program 
review and cost effectiveness analysis. 

15. Expert Testimony and Exhibits. Docket No. 10-240. (2010). Before the Louisiana Office of 
Conservation. In Re: Cadeville Gas Storage, LLC. On the Behalf of Cardinal Gas Storage, 
LLC. Issues: alternative uses and relative economic benefits of conversion of depleted 
hydrocarbon reservoir for natural gas storage purposes. 

16. Expert Testimony. Docket No. 09505-El. (2010). Before the Florida Public Service 
Commission. In Re: Review of Replacement Fuel Costs Associated with the February 26, 
2008 outage on Florida Power & Light's Electrical System. On the Behalf of the Florida 
Office of Public Counsel for the Citizens of the State of Florida. Issues: Replacement costs 
for power outage, regulatory policy/generation development incentives, renewable and 
energy efficiency incentives. 

17. Expert Testimony. Docket 09-001 04. (2009). Before the Tennessee Regulatory Authority. 
In the Matter of the Petition of Piedmont Natural Gas Company, Inc. to Implement a Margin 
Decoupling Tracker Rider and Related Energy Efficiency and Conservation Programs. On 
the Behalf of the Tennessee Attorney General, Consumer Advocate & Protection Division. 
Issues: revenue decoupling, energy efficiency program review, weather normalization. 

18. Expert Testimony. Docket Number NG-0060. (2009). Before the Nebraska Public Service 
Commission. In the Matter of SourceGas Distribution, LLC Approval for a General Rate 
Increase. On the Behalf of the Nebraska Public Advocate. October 29, 2009. Issues: 
revenue decoupling, inflation trackers, infrastructure replacement riders, customer 
adjustment rider, weather normalization rider, weather normalization adjustments, estimation 
of normal weather for ratemaking purposes. 

19. Expert Report and Deposition. Before the 23" Judicial District Court, Parish of Assumption, 
State of Louisiana. On the Behalf of Dow Hydrocarbons and Resources, Inc. September 1, 
2009. (Deposition, November 23-24, 2009). Issues: replacement and repair costs for 
underground salt cavern hydrocarbon storage. 

20. Expert Testimony. D.P.U. 09-39. Before the Massachusetts Department of Public Utilities. 
(2009). Investigation Into the Propriety of Proposed Tariff Changes for Massachusetts 
Electric Company and Nantucket Electric Company (d./b./a. National Grid). On the Behalf of 
the Office of the Attorney General, Office of Ratepayer Advocacy. Issues: Revenue 
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decoupling; infrastructure rider; performance-based regulation; inflation adjustment 
mechanisms; revenue distribution; and rate design. 

21. Expert Testimony. D.P.U. 09-30. Before the Massachusetts Department of Public Utilities. 
(2009). In the Matter of Bay State Gas Company Request for Increase in Rates. On the 
Behalf of the Office of the Attorney General, Office of Ratepayer Advocacy. Issues: 
Revenue decoupling; target infrastructure replacement program rider; revenue distribution; 
and rate design. 

22. Expert Testimony. Docket E009030249. (2009). Before the New Jersey Board of Public 
Utilities. In the Matter of the Petition of Public Service Electric and Gas Company for 
Approval of a Solar Loan II Program and An Associated Cost Recovery Mechanism. On the 
Behalf of the Department of the Public Advocate, Division of Rate Counsel. Issues: solar 
energy market design, renewable portfolio standards, solar energy, and renewable 
financing/loan program design. 

23. Expert Testimony. Docket E00920097. (2009). Before the New Jersey Board of Public 
Utilities. In the Matter of the Verified Petition of Rockland Electric Company for Approval of 
an SREC-Based Financing Program and An Associated Cost Recovery Mechanism. On the 
Behalf of the Department of the Public Advocate, Division of Rate Counsel. Issues: solar 
energy market design; renewable energy portfolio standards; solar energy. 

24. Expert Rebuttal Report. Civil Action No.: 2:07-CV-2165. (2009). Before the U.S. District 
Court, Western Division of Louisiana, Lake Charles Division. Prepared on the Behalf of the 
Transcontinental Pipeline Corporation. Issues: expropriation and industrial use of property. 

25. Expert Testimony. Docket E006100744. (2008). Before the New Jersey Board of Public 
Utilities. In the Matter of the Renewable Portfolio Standard - Amendments to the Minimum 
filing Requirements for Energy Efficiency, Renewable Energy, and Conservation Programs 
and For Electric Distribution Company Submittals of Filings in connection with Solar 
Financing (Atlantic City Electric Company). On the Behalf of the Department of the Public 
Advocate, Division of Rate Counsel. Issues: Solar energy market design; renewable energy 
portfolio standards; solar energy. (Rebuttal and Surrebuttal) 

26. Expert Testimony. Docket E008090840. (2008). Before the New Jersey Board of Public 
Utilities. In the Matter of the Renewable Portfolio Standard - Amendments to the Minimum 
filing Requirements for Energy Efficiency, Renewable Energy, and Conservation Programs 
and For Electric Distribution Company Submittals of Filings in connection with Solar 
Financing (Jersey Central Power & Light Company). On the Behalf of the Department of the 
Public Advocate, Division of Rate Counsel. Issues: Solar energy market design; renewable 
energy portfolio standards; solar energy. (Rebuttal and Surrebuttal) 

27. Expert Testimony. Docket UG-080546. (2008). Before the Washington Utilities and 
Transportation Commission. On the Behalf of the Washington Attorney General (Public 
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Counsel Section). Issues: Rate Design, Cost of Service, Revenue Decoupling, Weather 
Normalization. 

28. Congressional Testimony. (2008). Senate Republican Conference: Panel on Offshore 
Drilling in the Restricted Areas of the Outer Continental Shelf. September 18, 2008. 

29. Expert Testimony. Appeal Number 2007-1 25 and 2007-299. (2008). Before the Louisiana 
Tax Commission. On the Behalf of Jefferson Island Storage and Hub, LLC (AGL 
Resources). Issues: Valuation Methodologies, Underground Storage Valuation, LTC 
Guidelines and Policies, Public Purpose of Natural Gas Storage. July 15, 2008 and August 
20. 2008. 

30. Expert Testimony. Docket Number 07-057-13. (2008). Before the Utah Public Service 
Commission. In the Matter of the Application of Questar Gas Company to File a General 
Rate Case. On the Behalf of the Utah Committee of Consumer Services. Issues: Cost of 
Service, Rate Design. August 18, 2008 (Direct, Rebuttal, Surrebuttal). 

31. Rulemaking Testimony. (2008). Before the Louisiana Tax Commission. Examination of 
Replacement Cost Tables, Depreciation and Useful Lives for Oil and Gas Properties. 
Chapter 9 (Oil and Gas Properties) Section. August 5, 2008. 

32. Legislative Testimony. (2008). Examination of Proposal to Change Offshore Natural Gas 
Severance Taxes (HB 326 and Amendments). Joint Finance and Appropriations Committee 
of the Alabama Legislature. March 13, 2008. 

33. Public Testimony. (2007). Issues in Environmental Regulation. Testimony before 
Gubernatorial Transition Committee on Environmental Regulation (Governor-Elect Bobby 
Jindal). December 17, 2007. 

34. Public Testimony. (2007). Trends and Issues in Alternative Energy: Opportunities for 
Louisiana. Testimony before Gubernatorial Transition Committee on Natural Resources 
(Governor-Elect Bobby Jindal). December 13, 2007. 

35. Expert Report and Recommendation: Docket Number S-30336 (2007). Before the 
Louisiana Public Service Commission. In re: Entergy Gulf States, Inc. Application for 
Approval of Advanced Metering Pilot Program. Issues: pilot program for demand response 
programs and advanced metering systems. 

36. Expert Testimony. Docket E007040278 (2007). Before the New Jersey Board of Public 
Utilities. In the Matter of the Petition of Public Service Electric & Gas Company for Approval 
of a Solar Energy Program and An Associated Cost Recovery Mechanism. On the Behalf of 
the Department of the Public Advocate, Division of Rate Counsel. Issues: renewable energy 
market development, solar energy development, SREC markets, rate impact analysis, cost 
recovery issues. 
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37. Expert Testimony: Docket Number 05-057-TO1 (2007). Before the Utah Public Service 
Commission. In the Matter of: Joint Application of Questar Gas Company, the Division of 
Public Utilities, and Utah Clean Energy for Approval of the Conservation Enabling Tariff 
Adjustment Options and Accounting Orders. On the behalf of the Utah Committee of 
Consumer Services. Issues: Revenue Decoupling, Demand-side Management; Energy 
Efficiency policies. (Direct, Rebuttal, and Surrebuttal Testimony) 

38. Expert Testimony (Non-sworn rulemaking testimony) Docket Number RR-2008, (2007). 
Before the Louisiana Tax Commission. In re: Commission Consideration of Amendment 
and/or Adoption of Tax Commission ReaVPersonal Property Rules and Regulations. Issues: 
Louisiana oil and natural gas production trends, appropriate cost measures for wells and 
subsurface property, economic lives and production decline curve trends. 

39. Expert Report, Recommendation, and Proposed Rule: Docket Number R-29213 & 2921 3-A, 
ex parte, (2007). Before the Louisiana Public Service Commission. In re: In re: Investigation 
to determine if it is appropriate for LPSC jurisdictional electric utilities to provide and install 
time-based meters and communication devices for each of their customers which enable 
such customers to participate in time-based pricing rate schedules and other demand 
response programs. On the behalf of the Louisiana Public Service Commission Staff. 
Report and Recommendation. Issues: demand response programs, advanced meter 
systems, cost recovery issues, energy efficiency issues, regulatory issues. 

40. Expert Report, Recommendation, and Proposed Rule: Docket Number R-29712, ex parte, 
(2007) Before the Louisiana Public Service Commission. In re: Investigation into the 
ratemaking and generation planning implications of nuclear construction in Louisiana. On 
the behalf of the Louisiana Public Service Commission Staff. Report and Recommendation. 
Issues: and cost 
recovery issues. 

nuclear cost power plant development, generation planning issues, 

41. Expert Testimony, Case Number U-14893, (2006). Before the Michigan Public Service 
Commission. In the Matter of SEMCO Energy Gas Company for Authority to Redesign and 
Increase Its Rates for the Sale and Transportation of Natural Gas In its MPSC Division and 
for Other Relief. On the behalf of the Michigan Attorney General. Issues: Rate Design, 
revenue decoupling, financial analysis, demand-side management program and energy 
efficiency policy. (Direct and Rebuttal Testimony). 

42. Expert Report, Recommendation, and Proposed Rule: Docket Number R-29380, ex parte, 
(2006). Before the Louisiana Public Service Commission. In re: An Investigation Into the 
Ratemaking and Generation Planning Implications of the U.S. EPA Clean Air Interstate 
Rule. On the behalf of the Louisiana Public Service Commission Staff. Report and 
Recommendation. Issues: environmental regulation and cost recovery; allowance 
allocations and air credit markets; ratepayer impacts of new environmental regulations. 
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43. Expert Affidavit Before the Louisiana Tax Commission (2006). On behalf of ANR Pipeline, 
Tennessee Gas Transmission and Southern Natural Gas Company. Issues: Competitive 
nature of interstate and intrastate transportation services. 

44. Expert Affidavit Before the lgth Judicial District Court (2006). Suit Number 491 , 453 Section 
26. On behalf of Transcontinental Pipeline Corporation, et.al. Issues: Competitive nature of 
interstate and intrastate transportation services. 

45. Expert Testimony: Docket Number 05-057-TO1 (2006). Before the Utah Public Service 
Commission. In the Matter of: Joint Application of Questar Gas Company, the Division of 
Public Utilities, and Utah Clean Energy for Approval of the Conservation Enabling Tariff 
Adjustment Options and Accounting Orders. On the behalf of the Utah Committee of 
Consumer Services. Issues: Revenue Decoupling, Demand-side Management; Energy 
Efficiency policies. (Rebuttal and Supplemental Rebuttal Testimony) 

46. Legislative Testimony (2006). Senate Committee on Natural Resources. Senate Bill 655 
Regarding Remediation of Oil and Gas Sites, Legacy Lawsuits, and the Deterioration of 
State Drilling. 

47. Expert Report: Rulemaking Docket (2005). Before the New Jersey Bureau of Public 
Utilities. In re: Proposed Rulemaking Changes Associated with New Jersey’s Renewable 
Portfolio Standard. Expert Report. The Economic Impacts of New Jersey’s Proposed 
Renewable Portfolio Standard. On behalf of the New Jersey Office of Ratepayer Advocate. 
Issues: Renewable Portfolio Standards, rate impacts, economic impacts, technology cost 
forecasts. 

48. Expert Testimony: Docket Number 2005-1 91-E. (2005). Before the South Carolina Public 
Service Commission. On behalf of NewSouth Energy LLC. In re: General Investigation 
Examining the Development of RFP Rules for Electric Utilities. Issues: Competitive bidding; 
merchant development. (Direct and Rebuttal Testimony). 

49. Expert Testimony: Docket No. 05-UA-323. (2005). Before the Mississippi Public Service 
Commission. On the behalf of Calpine Corporation. In re: Entergy Mississippi’s Proposed 
Acquisition of the Attala Generation Facility. Issues: Asset acquisition; merchant power 
development; competitive bidding. 

50. Expert Testimony: Docket Number 050045-El and 0501 88-El. (2005). Before the Florida 
Public Service Commission. On the behalf of the Citizens of the State of Florida. In re: 
Petition for Rate Increase by Florida Power & Light Company. Issues: Load forecasting; 
O&M forecasting and benchmarking; incentive returns/regulation. 

51. Expert Testimony (non-sworn, rulemaking): Comments on Decreased Drilling Activities in 
Louisiana and the Role of Incentives. (2005). Louisiana Mineral Board Monthly Docket and 
Lease Sale. July 13, 2005 

38 



ATTACHMENT 1 
Page 39 of 45 

52. Legislative Testimony (2005). Background and Impact of LNG Facilities on Louisiana. Joint 
Meeting of Senate and House Natural Resources Committee. Louisiana Legislature. May 
19, 2005. 

53. Public Testimony. Docket No. U-21453. (2005). Technical Conference before the Louisiana 
Public Service Commission on an Investigation for a Limited Industrial Retail Choice Plan. 

54. Expert Testimony: Docket No. 2003-K-1876. (2005). On Behalf of Columbia Gas 
Transmission. Expert Testimony on the Competitive Market Structure for Gas 
Transportation Service in Ohio. Before the Ohio Board of Tax Appeals. 

55. Expert Report and Testimony: Docket No. 99-4490-J, Lafayette City-Parish Consolidated 
Government, et. a/. v. Entergy Gulf States Utilities, lnc. et. a/. (2005, 2006). On behalf of 
the City of Lafayette, Louisiana and the Lafayette Utilities Services. Expert Rebuttal Report 
of the Harborfront Consulting Group Valuation Analysis of the LUS Expropriation. Filed 
before 1 !jth Judicial District Court, Lafayette, Louisiana. 

56. Expert Testimony: ANR Pipeline Company v. Louisiana Tax Commission (2005), Number 
468,417 Section 22, 19th Judicial District Court, Parish of East Baton Rouge, State of 
Louisiana Consolidated with Docket Numbers: 480,159; 489,776;480,160; 480,161 ; 
480,162; 480,163; 480,373; 489,776; 489,777; 489,778;489,779; 489,780; 489,803; 
491,530; 491,744; 491,745; 491,746; 491,912;503,466; 503,468; 503,469; 503,470; 
51 5,414; 51 541  5 ;  and 51 5,416. In re: Market structure issues and competitive implications 
of tax differentials and valuation methods in natural gas transportation markets for interstate 
and intrastate pipelines. 

57. Expert Report and Recommendation: Docket No. U-27159. (2004). On Behalf of the 
Louisiana Public Service Commission Staff. Expert Report on Overcharges Assessed by 
Network Operator Services, Inc. Before the Louisiana Public Service Commission. 

58. Expert Testimony: Docket Number 2004-1 78-E. (2004). Before the South Carolina Public 
Service Commission. On behalf of Columbia Energy LLC. In re: Rate Increase Request of 
South Carolina Electric and Gas. (Direct and Surrebuttal Testimony) 

59. Expert Testimony: Docket Number 040001-El. (2004). Before the Florida Public Service 
Commission. On behalf of Power Manufacturing Systems LLC, Thomas K. Churbuck, and 
the Florida Industrial Power Users Group. In re: Fuel Adjustment Proceedings; Request for 
Approval of New Purchase Power Agreements. Company examined: Florida Power & Light 
Company. 

60. Expert Affidavit: Docket Number 27363. (2004). Before the Public Utilities Commission of 
Texas. Joint Affidavit on Behalf of the Cities of Texas and the Staff of the Public Utilities 
Commission of Texas Regarding Certified Issues. In Re: Application of Valor 
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Telecommunications, L.P. For Authority to Establish Extended Local Calling Service (ELCS) 
Surcharges For Recovery of ELCS Surcharge. 

61. Expert Report and Testimony. Docket 1997-4665-PV, 1998-4206-PV, 1999-7380-PV, 2000- 
5958-PV, 2001 -6039-PV, 2002-64680-PV, 2003-6231 -PV. (2003) Before the Kansas 
Board of Tax Appeals. (2003). In the Matter of the Appeals of CIG Field Services Company 
from orders of the Division of Property Valuation. On the Behalf of CIG Field Services. 
Issues: the competitive nature of natural gas gathering in Kansas. 

62. Expert Report and Testimony: Docket Number U-22407. Before the Louisiana Public 
Service Commission (2002). On the Behalf of the Louisiana Public Service Commission 
Staff. Company examined: Louisiana Gas Services, Inc. Issues: Purchased Gas 
Acquisition audit, fuel procurement and planning practices. 

63. Expert Testimony: Docket Number 000824-El. Before the Florida Public Service 
Commission. (2002). On the Behalf of the Citizens of the State of Florida. Company 
examined: Florida Power Corporation. Issues: Load Forecasts and Billing Determinants for 
the Projected Test Year. 

64. Public Testimony: Louisiana Board of Commerce and Industry (2001). Testimony on the 
Economic Impacts of Merchant Power Generation. 

65. Expert Testimony: Docket Number 24468. (2001). On the Behalf of the Texas Office of 
Public Utility Counsel. Public Utility Commission of Texas Staffs Petition to Determine 
Readiness for Retail Competition in the Portion of Texas Within the Southwest Power Pool. 
Company examined: AEP-SWEPCO. 

66. Expert Report. (2001) On Behalf of David Liou and Pacific Richland Products, Inc. to 
Review Cogeneration Issues Associated with Dupont Dow Elastomers, L.L.C. (DDE) and the 
Dow Chemical Company (Dow). 

67. Expert Testimony: Docket Number 01-1049, Docket Number 01-3001. (2001) On behalf 
the Nevada Office of Attorney General, Bureau of Consumer Protection. Petition of Central 
Telephone Company-Nevada D/b/a Sprint of Nevada and Sprint Communications L.P. for 
Review and Approval of Proposed Revised Performance Measures and Review and 
Approval of Performance Measurement Incentive Plans. Before the Public Utilities 
Commission of Nevada. 

68. Expert Affidavit: Multiple Dockets (2001). Before the Louisiana Tax Commission. On the 
Behalf of Louisiana Interstate Pipeline Companies. Testimony on the Competitive Nature of 
Natural Gas Transportation Services in Louisiana. 
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69. Expert Affidavit before the Federal District Court, Middle District of Louisiana (2001). Issues: 
Competitive Nature of the Natural Gas Transportation Market in Louisiana. On behalf of a 
Consortium of Interstate Natural Gas Transportation Companies. 

70. Public Testimony: Louisiana Board of Commerce and Industry (2001). Testimony on the 
Economic and Ratepayer Benefits of Merchant Power Generation and Issues Associated 
with Tax Incentives on Merchant Power Generation and Transmission. 

71. Expert Testimony: Docket Number 01-1048 (2001). Before the Public Utilities Commission 
of Nevada. On the Behalf of the Nevada Office of the Attorney General, Bureau of 
Consumer Protection. Company analyzed: Nevada Bell Telephone Company. Issues: 
Statistical Issues Associated with Performance Incentive Plans. 

72. Expert Testimony: Docket 22351 (2001). Before the Public Utility Commission of Texas. 
On the Behalf of the City of Amarillo. Company analyzed: Southwestern Public Service 
Company. Issues: Unbundled cost of service, affiliate transactions, load forecasting. 

73. Expert Testimony: Docket 991779-El (2000). Before the Florida Public Service 
Commission. On the Behalf of the Citizens of the State of Florida. Companies analyzed: 
Florida Power & Light Company; Florida Power Corporation; Tampa Electric Company; and 
Gulf Power Company. Issues: Competitive Nature of Wholesale Markets, Regional Power 
Markets, and Regulatory Treatment of Incentive Returns on Gains from Economic Energy 
Sales. 

74. Expert Testimony: Docket 990001-El (1999). Before the Florida Public Service 
Commission. On the Behalf of the Citizens of the State of Florida. Companies analyzed: 
Florida Power & Light Company; Florida Power Corporation; Tampa Electric Company; and 
Gulf Power Company. Issues: Regulatory Treatment of Incentive Returns on Gains from 
Economic Energy Sales. 

75. Expert Testimony: Docket 950495-WS (1 996). Before the Florida Public Service 
Commission. On the Behalf of the Citizens of the State of Florida. Company analyzed: 
Southern States Utilities, Inc. Issues: Revenue Repression Adjustment, Residential and 
Commercial Demand for Water Service. 

76. Legislative Testimony. Louisiana House of Representatives, Special Subcommittee on 
Utility Deregulation. (1997). On Behalf of the Louisiana Public Service Commission Staff. 
Issue: Electric Restructuring. 

77. Expert Testimony: Docket 940448-EG -- 940551 -EG (1 994). Before the Florida Public 
Service Commission. On the Behalf of the Legal Environmental Assistance Foundation. 
Companies analyzed: Florida Power & Light Company; Florida Power Corporation; Tampa 
Electric Company; and Gulf Power Company. Issues: Comparison of Forecasted Cost- 
Effective Conservation Potentials for Florida. 
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78. Expert Testimony: Docket 920260-TL, (1 993). Before the Florida Public Service 
Commission. On the Behalf of the Florida Public Service Commission Staff. Company 
analyzed: BellSouth Communications, Inc. Issues: Telephone Demand Forecasts and 
Empirical Estimates of the Price Elasticity of Demand for Telecommunication Services. 

79. Expert Testimony: Docket 9201 88-TL, (1 992). Before the Florida Public Service 
Commission. On the Behalf of the Florida Public Service Commission Staff. Company 
analyzed: GTE-Florida. Issues: Telephone Demand Forecasts and Empirical Estimates of 
the Price Elasticity of Demand for Telecommunication Services. 

REFEREE AND EDITORIAL APPOINTMENTS 

Referee, 201 0-Current, Economics of Energy & Environmental Policy 
Referee, 1995-Current, Energy Journal 
Contributing Editor, 2000-2005, Oil, Gas and Energy Quarterly 
Referee, 2005, Energy Policy 
Referee, 2004, Southern Economic Journal 
Referee, 2002, Resource & Energy Economics 
Committee Member, IAEEIUSAEE Student Paper Scholarship Award Committee, 2003 

PROPOSAL TECHNICAL REVIEWER 

California Energy Commission, Public Interest Energy Research (PIER) Program (1 999). 

PROFESSIONAL ASSOCIATIONS 

American Economic Association, American Statistical Association, Southern Economic 
Association, Western Economic Association, International Association of Energy Economists 
(IAEE), and the National Association for Business Economics (NABE). 

HONORS AND AWARDS 

National Association of Regulatory Utility Commissioners (NARUC). Best Paper Award for 
papers published in the Journal of Applied Regulation (2004). 

Baton Rouge Business Report, Selected as “Top 40 Under 40” (2003). 

Omicron Delta Epsilon (1 992-Current) 

Interstate Oil and Gas Compact Commission (IOGCC) ”Best Practice” Award for Research on 
the Economic Impact of Oil and Gas Activities on State Leases for the Louisiana Department of 
Natural Resources (2003). 
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Distinguished Research Award, Academy of Legal, Ethical and Regulatory Issues, Allied 
Academics (2002). 

Florida Public Service Commission, Staff Excellence Award for Assistance in the Analysis of 
Local Exchange Competition Legislation (1 995). 

TEACHING EXPERIENCE 

Principles of Microeconomic Theory 
Principles of Macroeconomic Theory 

Lecturer, Environmental Management and Permitting. Lecture in Natural Gas Industry, LNG 
and Markets. 

Lecturer, Electric Power Industry Environmental Issues, 
Environment. (Dept of Environmental Studies). 

Field Course on Energy and the 

Lecturer, Electric Power Industry Trends, Principles Course in Power Engineering (Dept. of 
Electric Engineering). 

Lecturer, LSU Honors College, Senior Course on “Society and the Coast.” 

Continuing Education. Electric Power Industry Restructuring for Energy Professionals. 

“The Gulf Coast Energy Situation: Outlook for Production and Consumption.” Educational 
Course and Lecture Prepared for the Foundation for American Communications and the 
Society for Professional Journalists, New Orleans, LA, December 2, 2004 

“The Impact of Hurricane Katrina on Louisiana’s Energy Infrastructure and National Energy 
Markets.” Educational Course and Lecture Prepared for the Foundation for American 
Communications and the Society for Professional Journalists, Houston, TX, September 13, 
2005. 

“Forecasting for Regulators: Current Issues and Trends in the Use of Forecasts, Statistical, and 
Empirical Analyses in Energy Regulation.” Instructional Course for State Regulatory 
Commission Staff. Institute of Public Utilities, Kellogg Center, Michigan State University. July 8- 
9, 2010. 

“Regulatory and Ratemaking Issues with Cost and Revenue Trackers.’’ Michigan State 
University, Institute of Public Utilities. Advanced Regulatory Studies Program. September 29, 
201 0. 

“Demand Modeling and Forecasting for Regulators.” Michigan State University, Institute of 
Public Utilities. Advanced Regulatory Studies Program. September 30, 201 0. 
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“Demand Modeling and Forecasting for Regulators.” Michigan State University, Institute of 
Public Utilities, Forecasting Workshop, Charleston, SC. March 7-9, 201 1. 

“Regulatory and Cost Recovery Approaches for Smart Grid Applications.” Michigan State 
University, Institute of Public Utilities, Smart Grid Workshop for Regulators. Charleston, SC. 
March 7-1 1, 201 1. 

TH ES ISlDl SS E RTATIONS COMMITTEES 

5 Thesis Committee Memberships (Environmental Studies, Geography) 
4 Doctoral Committee Memberships (Information Systems & Decision Sciences, 
Agricultural and Resource Economics, Economics, Education and Workforce 
Development). 
2 Doctoral Examination Committee Membership (Information Systems & Decision 
Sciences, Education and Workforce Development) 
1 Senior Honors Thesis (Journalism, Loyola University) 

LSU SERVICE AND COMMITTEE MEMBERSHIPS 

Co-DirectorSteering Committee Member, LSU Coastal Marine Institute (2009-Current). 

CES Promotion Committee, Division of Radiation Safety (2006) 

Search Committee Chair (2006), Research Associate 4 Position. 

Search Committee Member (2005), Research Associate 4 Position. 

Search Committee Member (2005), CES Communications Manager. 

LSU Graduate Research Faculty, Associate Member (1 997-2004); Full Member (2004-201 0); 
Affiliate Member with Full Directional Rights (201 l-current). 
LSU Faculty Senate (2003-2006). 

Conference Coordinator. (2005-Current) Center for Energy Studies Conference on Alternative 
Energy. 

LSU CES/SCE Public Art Selection Committee (2003-2005). 

Conference Coordinator. Center for Energy Studies Annual Energy Conference/Summit. (2003- 
Current) . 

Conference Coordinator. Center for Energy Studies Seminar Series on Electric Utility 
Restructuring and Wholesale Competition. (1 996-2003). 
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Co-Chairman, Review Committee, Louisiana Port Construction and Development Priority 
Program Rules and Regulations, On Behalf of the LSU Ports and Waterways Institute. (1997). 

LSU Main Campus Cogenerationflurbine Project, (1 999-2000). 

LSU InterCollege Environmental Cooperative. (1999-2001). 

LSU Faculty Senate Committee on Public Relations (1 997-1 999). 

LSU Faculty Senate Committee on Student Retention and Recruitment (1 999-2003). 

PROFESSIONAL SERVICE 

Advisor (2008). National Association of Regulatory Utility Commissioners (“NARUC”). Study 
Committee on the Impact of Executive Drilling Moratoria on Federal Lands. 

Steering Committee Member, Louisiana Representative (2008-Current). Southeast Agriculture 
& Forestry Energy Resources Alliance. Southern Policies Growth Board. 

Advisor (2007-Current). National Association of State Utility Consumer Advocates (“NASUCA), 
Natural Gas Committee. 

Program Committee Chairman (2007-2008). U.S. Association of Energy Economics (“USAEE”) 
Annual Conference, New Orleans, LA 

Finance Committee Chairman (2007-2008). USAEE Annual Conference, New Orleans, LA 

Committee Member (2006), International Association for Energy Economics (“IAEE”) 
Nominating Committee. 

Founding President (2005-2007) Louisiana Chapter, USAEE. 

Secretary (2001) Houston Chapter, USAEE. 

Advisor, Louisiana LNG Buyers/Developers Summit, Office of the Governor/Louisiana 
Department of Economic Development/Louisiana Department of Natural Resources, and 
Greater New Orleans, Inc. (2004). 
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SOUTHWEST GAS CORPORATION 
2010 GENERAL RATE CASE 

DOCKET NO. G-01551A-10-0458 
* * *  

ARIZONA CORPORATION COMMISSION 
DATA REQUEST NO. ACC-STF-3 

(ACC-STF-3-1 to ACC-STF-3-54) 
* * *  

493-032 

DOCKET NO.: G-01551A-10-0458 
COMMISSION: ARIZONA CORPORATION COMMISSION 
DATE OF REQUEST: FEBRUARY 23,201 1 

Request No. ACC-STF-3-32: 

Provide a recast of the Company's financial results (this would include revenue, 
expenses, rate base, capital, return on equity, and return on rate base) for each of 
the years 2006 through 2010, assuming the Company's proposed revenue 
decoupling mechanism had been implemented in 2006 through 2010 and using 
2005 as the base year. Please provide any and all workpapers supporting this 
response in electronic spreadsheet form with all links and formulas intact, source 
data used, and explain all assumptions and calculations used. To the extent the 
data requested is not available in the form requested, please provide the 
information in the form that most closely matches what has been requested. 

Respondent: Revenue Requirements 

Response: 

While the margin that would have been realized if the Company's proposed 
decoupling mechanism had been implemented in 2006 can be readily recast, 
recasting the Company's financial results, specifically debt expense and capital 
structure would require assumption and speculation on how the margin recovered 
through the decoupling mechanism would have been employed. A recast of return 
on equity and return on rate base, assuming the proposed decoupling mechanism, 
would also be highly speculative and cannot be determined with accuracy. 

Notwithstanding, the Company has prepared two margin analyses in an attempt to 
provide information responsive to this request. Both analyses utilize recorded 
customer bills and volumes for the 48 months ended June 2010. All results are for 
the twelve months ended June 30 of the year indicated. 

In the first analysis, the recast margin for the years ended June 2007 and 2008 are 
based on rates established in the Company's 2004 rate case with a test year 
ended August 2004 and a 347 therm residential average use. The recast margin 
for the years ended June 2009 and 2010 are based on rates established in the 
Company's 2007 rate case with a test year ended April 2007 and residential 
customer average annual use of 332 therms. 
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Recast Margin with Decoupling 
Recast Margin w/o Decoupling 
Annual Difference 

493-032 
Page 2 

2007 2008 2009 2010 
352.6 360.3 374.5 386.6 
348.6 349.6 340.0 369.8 
4.0 10.7 34.5 16.8 

Marain ($Millions) 

2007 
Recast Margin with Decoupling 421.6 
Recast Margin w/o Decoupling 458.9 
Annual Difference (37.3) 

2008 2009 201 0 
430.6 432.1 430.9 
459.4 417.2 446.3 
(28.8) 14.9 (15.4) 

The Company does not believe this analysis is a reasonable representation of what 
will likely occur on a pro forma basis since the billing determinants used to develop 
rates in the historical period were much higher than the normalized billing 
determinants used to develop rates in this proceeding. 

Consequently, the Company has prepared a second analysis whereby it has recast 
the margin by applying the proposed rates in this proceeding to recorded customer 
bills and volumes for the 48 months ended June 2010. 
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SOUTHWEST GAS CORPORATION 
2010 GENERAL RATE CASE 

DOCKET NO. G-01551A-I 0-0458 
* * *  

PUBLIC UTILITIES COMMISSION OF NEVADA 
DATA REQUEST NO. RUCO-2 

(RUCO-2-1 to RUCO-2-32) 
* * *  

511-010 

DOCKET NO.: G-Ol551A-10-0458 
COMMISSION: 
DATE OF REQUEST: 

ARIZONA C 0 R P 0 RAT ION C 0 M M IS S ION 
APRIL 18, 201 1 

Request No. RUCO-2-10: 

What are the benefits to the ratepayer's of the Company's decoupling proposal? 

Respondent: Pricing 

Response: 

There are several benefits to customers resulting from the proposed Energy 
Efficiency Enabling Provision. First, the most significant monetary benefit will 
come from customers experiencing lower bills due to enhanced conservation and 
energy efficiency efforts. Second, Southwest Gas will never retain more revenue 
per customer than what the Commission authorizes in a rate case proceeding. 
Third, customers will receive credits to bills following extreme weather events. 
Fourth, implementation of full revenue decoupling will likely increase the time 
in-between rate case filings for utility's, thus stabilizing customer's bills. The 
Company's proposal also results in a rate setting model whereby the only way it 
can become more profitable in-between rate case filings is by reducing expenses, 
thus incentivizing the Company to continue its strong focus on cost saving 
measures - which are ultimately passed through to customers as part of the rate 
case process. 

To fully appreciate the potential monetary benefit from lower customer bills it 
requires taking a broad view of the Commission's energy efficiency goals which, as 
stated in response to RUCO-2-8, cannot be achieved without removing the 
financial disincentive. In the Commission's decoupling workshops, the Lawrence 
Berkley National Laboratories (LBNL) identified $5.2 billion in savings for Arizona 
Public Service (APS) and Tucson Electric Power (TEP) customers if those 
companies achieve their respective efficiency goals. Most of Southwest Gas' 
customers are also customers of either APS or TEP and will participate in these 
savings. Although LBNL did not quantify the lifetime savings for the natural gas 
energy efficiency goals, substantial savings are expected to occur if those goals 
are met. However, simply meeting the Company's annual energy savings targets of 
approximately 3 million therms will save customers $2.2 million in gas costs (at 
today's gas cost rates). 
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As noted above, implementation of the proposed EEP will also protect customers 
from Southwest Gas ever retaining more revenue than what the Commission 
authorizes in a rate case proceeding. For instance, the monthly weather 
adjustment component of Southwest Gas' proposed mechanism provides 
customers with relief from high bills resulting from colder than normal weather. Had 
the EEP been effective last winter, the Company's analysis shows residential 
customer bills would have been reduced approximately seven percent on average 
during the coldest month. Similarly, as noted in response to RUCO 2-2 the recent 
results of the Nevada decoupling mechanism resulted in a net refund to customers. 
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SOUTHWEST GAS CORPORATION 
2010 GENERAL RATE CASE 

DOCKET NO. G-01551A-10-0458 
* * *  

ARIZONA CORPORATION COM M l SSl ON 
DATA REQUEST NO. ACC-STF-27 
(ACC-STF-27-1 to ACC-STF-27-9) 

* * *  

526-003 

DOCKET NO.: G-01551A-10-0458 
COMMISSION: ARIZONA CORPORATION COMMISSION 
DATE OF REQUEST: MAY I O ,  201 1 

Request No. ACC-STF-27-3: 

State the amount of CIAC, by category, actually collected from each class of customer. 
If the Company does not have the requested information, please explain why it does 
not maintain records that would allow it to associate contributions collected from 
customers into their associated customer class. Provide the requested information for 
the calendar years 1999 through 2009 and monthly for 2010 to date. Please provide 
the requested information and the supporting workpapers and source documents in 
electronic spreadsheet format with all links and formulas intact, source data used, and 
explain all assumptions and calculations used. To the extent the data requested is not 
available in the form requested, please provide the information in the form that most 
closely matches what has been requested. 

Respondent: Revenue Requirements 

Response: 

The FERC Uniform System of Accounts (US of A) does not provide a specific account 
to accumulate Contribution In Aid of Construction (CIAC). It is possible the US of A 
for natural gas companies once had an account for accrued CIAC; however, any such 
account was discontinued more than 30 years ago. The Company's accounting for 
CIAC is as follows: A work authorization (WA) created to accumulate the cost of 
providing service to either a new customer or groups of customers (for instance 
apartments, sub-developments) or in the case of existing customers who are 
requesting to relocate existing facilities and municipalities undergoing major road or 
other work involving natural gas facilities. The cost of the facilities are accumulated in 
these WA's. To the extent that a CIAC is associated with the particular WA, the ClAC 
funds received are credited to that WA. Upon completion of the work associated with 
the WA all charges net of CIAC are transferred to Account 101, Gas Plant In-Service. 
There is no operational need or requirement to account for Gas Plant In-Service by 
customer class, as such the Company does not maintain records of ClAC by customer 
class, customer requested relocations or government related franchise relocations. 
Since a ClAC reduces the balances in Account 101, rate base, depreciation and 
property tax are also reduced. 

The Company can identify the amounts in ClAC dollars that have been credited to 
Account 101 both on a monthly and annual basis. Attached is a schedule that 
provides the monthly information for the calendar years 1999 through 201 0. 



SOUTHWEST GAS CORPORATION 
2010 GENERAL RATE CASE 

DOCKET NO. G-Ol551A-I 0-0458 
* * *  

ARIZONA CORPORATION COMMISSION 
DATA REQUEST NO. ACC-STF-27 
(ACC-STF-27-1 to ACC-STF-27-9) 

* * *  
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526-007 

DOCKET NO.: G-01551 A-I 0-0458 
COMMISSION: 
DATE OF REQUEST: 

ARIZONA COR PO RATION CO M M I SS IO N 
MAY 10,201 1 

Reauest No. ACC-STF-27-7: 

Please provide all workpapers used to develop the meter cost by class included in 
the sheet meter cost by class in the spreadsheet AZ 2010 ccoss and rate design 
spreadsheet. Explain how the Company developed the amounts provided in 
response to this data request and provide the supporting workpapers and source 
documents in electronic spreadsheet format with all links and formulas intact, 
source data used, and explain all assumptions and calculations used. To the extent 
the data requested is not available in the form requested, please provide the 
information in the form that most closely matches what has been requested. 

Respondent: Pricing 

Response: 

The average meter and service cost by class used in the CCOSS is developed by 
the Company's Arizona engineering staff and provided to the Pricing and Tariffs 
Department via memorandum. Please refer to the response to ACC-STF-13-1 for a 
copy of the memorandum showing meter costs. The meter cost by class reflected 
on the referenced spreadsheet, and used in the CCOSS are taken directly from the 
memorandum except as noted below. 

Master Meter Mobile Home - No meter cost was provided. In its application, the 
Company used the Medium General Service meter cost as a proxy. However, the 
Company recommends using the meter cost provided for this schedule in its last 
Arizona general rate case. 

Medium General Service - The Company used the average of the costs reflected in 
the memorandum. 

Large 1 General Service - The Company used the cost of the AL 1000 meter 
provided in the memorandum of $796.94. 

Air Conditioning - The Company used the average of the costs reflected in the 
memora nd u m . 
A revised "meter cost by class'' sheet is attached. Please see response to 
ACC-STF-27-9 for a further discussion of these changes. 
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SOUTHWEST GAS CORPORATION 
2010 GENERAL RATE CASE 

DOCKET NO. G-01551A-I 0-0458 
* * *  

ARIZONA CORPORATION COMMISSION 
DATA REQUEST NO. ACC-STF-27 
(ACC-STF-27-1 to ACC-STF-27-9) 

* * *  

526-009 

DOCKET NO.: G-0 1 55 1 A-I 0-0458 
COMMISSION: 
DATE OF REQUEST: 

ARIZONA COR PORATIO N CO M M I SS IO N 
MAY IO, 201 1 

Request No. ACC-STF-27-9: 

Please provide all workpapers used to develop the service cost by customer class 
included in the sheet WP-G-1 (MSA&SRVCS Alloc Fact) in the spreadsheet AZ 
2010 ccoss and rate design spreadsheet. Explain how the Company developed the 
amounts provided in response to this data request and provide all supporting 
workpapers and source documents in electronic spreadsheet format with all links 
and formulas intact, source data used, and explain all assumptions and 
calculations used. To the extent the data requested is not available in the form 
requested, please provide the information in the form that most closely matches 
what has been requested. 

Respondent: Pricing 

Response: 

As noted in response to ACC-STF-27-7, the average service cost by class used in 
the CCOSS is developed by the Company's Arizona engineering staff and provided 
to the Pricing and Tariff Department via memorandum. A copy of the memorandum 
was provided in response to ACC-STF-13-1. The average service costs by class 
are taken directly from the memorandum except as noted below. 

Master Meter Mobile Home - No service costs were provided. Therefore the 
Company used the service costs provided for this schedule in its last Arizona 
general rate case. 

Small General Service - In its application, the Company applied the average 
residential service costs to small general service. The amounts provided in the 
memorandum for small general service should be used. 

Medium and Large General Service - In its application, the average service costs 
for these schedules were transposed. The amounts provided in the memorandum 
for these schedules should be used. 
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Gas Lights - No service costs were provided. In its application, Southwest Gas 
inadvertantly used $71 1 for service costs. However, the Company recommends 
using the service costs provided for this schedule in its last Arizona general rate 
case. 

Residential CNG - In its application, Southwest Gas used one-half of the residential 
service cost for this class of customers. The amounts provided in the memorandum 
should be used. 

Essential Agricultural - The Company used the amount of $23,682 provided in the 
memorandum for Central Arizona in its application. However, this is not 
representative of the Company's meter cost to serve this size of customer. 
Therefore, the Company recommends using the Central Arizona division amount of 
$5,274 provided for this rate schedule in its last Arizona general rate case. 

A revised sheet "WP-G-1 (MSA&SRVCS Alloc Fact)" showing these changes is 
attached. 

Making the changes to average service costs, average meter costs and the 
allocation of costs included in Accts 385, etc discussed in responses to 
ACC-STF-27-1, ACC-STF-27-7 and ACC-STF-27-9 changes the results of the 
CCOSS slightly. However, these changes do not impact the results of the CCOSS 
sufficiently to change Southwest's proposed allocation of revenue to customer 
classes or resulting rate design. 
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496-001 
SOUTHWEST GAS CORPORATION 

2010 GENERAL RATE CASE 
DOCKET NO. G O 1  551 A-1 0-0458 * * *  

ARIZONA CORPORATION COMMISSION 
DATA REQUEST NO. ACC-STF-4 

(ACC-STF-4-1 to ACC-STF-4-40) * * *  

DOCKET NO.: G-01551 A-1 0-0458 
COMMISSION: ARIZONA CORPORATION COMMISSION 
DATE OF REQUEST: FEBRUARY 25,201 1 

Request No. ACC-STF-4-1: 

Is Southwest proposing any changes to the purchased gas adjustor mechanism? 
if so, please describe. 

Respondent: Pricing & Tariffs 

Response: 

No. 
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496-002 
SOUTHWEST GAS CORPORATION 

2010 GENERAL RATE CASE 
DOCKET NO. G-01551A-10-0458 * * *  

ARIZONA CORPORATION COMMlSSlON 
DATA REQUEST NO. ACC-STF-4 

(ACC-STF-4-1 to ACC-STF-4-40) * * *  

DOCKET NO.: G-01551A-10-0458 
COMMISSION: ARIZONA CORPORATION COMMISSION 
DATE OF REQUEST: FEBRUARY 25,201 1 

Reauest No. ACC-STF-4-2: 

Is Southwest proposing any changes to the: 

A. Low Income Ratepayer Assistance Adjustor? If so, please describe. 

B. Demand Side Management Adjustor? If so, please describe. 

C. Gas Research Fund Adjustor'? If so, please describe. 

D. Department of Transportation Adjustor? If so, please describe. 

Respondent: Pricing & Tariffs 

Response: 

No. 
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493-049 

* * *  

DOCKET NO.: G-01551 A-1 0-0458 
COMMISSION: 
DATE OF REQUEST: 

AR I20 N A CO R P 0 RAT1 0 N CO M M I SS IO N 
FEBRUARY 23,201 1 

Request No. ACC-STF-3-49: 

For purposes of this request, please refer to the Direct Testimony of Mr. Edward B. 
Gieseking, page 12, lines 7-19, where he states: in order to better align the 
recovery of margin with the costs of providing service, Southwest Gas seeks to 

6-25. Currently, this 
180,000 therms per 

is class versus the 

e its Large General Service schedule, S 
edule applies to customers that use between 7,2 
r. Southwest Gas' analysis of the cost of provi 
rence between the cost to serve 
to serve the larger customers. 

er define its general service cust 
class into two separate classes. The new class 
comprised of customers that use more 7,200 a 
The new class General Gas Service Large-2 is comprised of customers that use 
more than 50,000 and up to 180,000 therms per year. Further defining this class 
allows a better allocation of cost and a fairer rate design. 

(a) Please provide all analyses performed by the Company which show 
the large difference between the cost of providing service show to the 
smaller customers in this class versus the cost to serve the larger 
customers in this class. 

(b) Please provide all workpapers and sourc@ documents supporting the 
Company's response to (a). Provide the requested documents and 
workpapers in electronic form with all spreadsheet links and formulas 
intact, source data used, and expl all assumptions and 
calculations used. To the extent the data ested is not available in 
the form requested, please provide the mation in the form that 
most closely matches what has been requested. 

(c)  Please provide all analyses performed by the Company which show 
how the Company arrived at the usage levels for the Large-1 
customer class versus the Large-2 customer class. 
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493-04 
Page 2 

Please provide all workpapers and source documents supporting the 
Company’s response to (c). Provide the requested documents and 
workpapers in electronic form with all spreadsheet links and formulas 
intact, source data used, and explain all assumptions and 
calculations used. To the extent the data requested is not available in 
the form requested, please provide the infor ation in the form that 
most closely matches what has been requested. 

Please provide all analyses performed by the Company which 
demonstrate that the new definition allows a better allocation of cost 
and a fairer rate design than the old rate design. 

Please provide all workpapers and source documents supporting the 
Company’s response to (c). Provide the requested documents and 
workpapers in electronic form with all spreadsheet links and formulas 
intact, source data used, and explain all assumptions and 
calculations used. To the extent the data requested is not available in 
the form requested, please provide the information in the form that 
most closely matches what has been requested. 

Respondent: Pricing & Tariffs 

Response: 

(a) and (b) The differences in the average cost of providin rvice are reflected in 
the electronic ccoss schedules provided in response to -STF-1-1 under the 
sheet named “WP G-1 (Meter Cost by Class). This sheet reflects an average meter 
cost to service customers on the proposed G-25 L2 schedule that is approximately 
4.4 times higher than the average meter cost to serve customers on the proposed 
G-25 L1 schedule. This information is also provided in the filed Workpapers, 
Schedule G-1 , Sheet 1 .  Additionally, proposed schedule G-25 L2 customers’ 
annual load factor is roughly 12% greater than that for proposed schedule G-25 L1 
customers. This can be determined from information provided in the electronic 
ccoss under sheet named “G-1 (Peak Demand Alloc Factor). 

(c) and (d) Datap ided in support of the 50,000 therm usage level separating the 
proposed G-25 and L2 schedules is provided in the Company’s filed 
Workpapers, Schedule H - l  , ets 64-64. This information is also provided 

.STF-1-1 in the file named “G25 greater than 
50 ,OQO”. 

ectronically in respons 

(e) and (f) Please refer to the attached Excel worksheet which shows bill 
calculation comparisions for the proposed G-25 L1 and G-25 L2 rates and the 
otherwise combined G-25 rate. 
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523-002 
SOUTHWEST GAS CORPORATION 

2010 GENERAL RATE CASE 
DOCKET NO. G-01551A-10-0458 

* * *  
ARIZONA CORPORATION COMMISSION 

DATA REQUEST NO. ACC-STF-24 
(ACC-STF-24-1 to ACC-STF-24-2) 

* * *  

DOCKET NO.: G-01551A-10-0458 
COMMISSION: ARIZONA CORPORATION COMMISSION 
DATE OF REQUEST: MAY 5,2011 

Reauest No. ACC-STF-24-2: 

For purposes of this request, please refer to Rate Schedule No. SB-1 of the 
Company's proposed tariffs. 

a. Please explain why the language regarding the bypass customers from 
Rate Schedule No. B-1 was removed. 

b. Please provide a revised Rate Schedule No. SB-1 with language for 
bypass customers. 

c. Please provide the source data and documents relied upon in 
developing your response. 

Respondent: Pricing 

Response: 

a. Over time, Schedule No. T-I  has evolved into the rate schedule that 
accommodates potential bypass transportation customers and the bypass 
provision contained in currently effective Schedule No. B-1 is no longer 
necessary. Therefore, Southwest is proposing the elimination of the bypass 
provisions in Schedule No. B-1, modifying the schedule to accommodate 
only the remaining standby provisions, and renaming to Schedule No. SB-I . 

b. Proposed Schedule No. SB-I is not intended to accommodate bypass 
potential customers. 

c. nla. 
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