
Large Filing Separator Sheet 

Case Number: 07-829-GA-AIR 
07-830-GA-ALT 
07-831-GA-AAM 

File Date: 9/13/07 

Section : 1 of 3 

Number of Pages : 200 

Description of Document: Testimony 



FILE 

BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of 
The East Ohio Gas Company d/b/a 
Dominion East Ohio for Authority to 
Increase Rates for its Gas Distribution 
Service 

In the Matter of the Application of 
The East Ohio Gas Company d^/a 
Dominion East Ohio for Approval of 
an Alternative Rate Plan for its Gas 
Distribution Service 

In the Matter of the Application of 
The East Ohio Gas Company d/b/a 
Dominion East Ohio for Approval to 
Change Accounting Methods 

Case No. 07-829-GA-AIR 

Case No. 07-830-GA-ALT 

Case No. 07-831-GA-AAM 

INDEX TO DIRECT TESTIMONY 

OF 

DOMINION EAST OfflO 

Jeffrey A. Murphy 

Vicki H. Friscic 

Sylvia P. Green 

Robert D. Taylor 

Larry J. Rice 

Cliff Andrews 

Robert Edelstein 

Daniel M. Ives 

Michael J. Vilbert 

DEO Exhibit LO 

DEO Exhibit 2.0 

DEO Exhibit 3.0 

DEO Exhibit 4.0 "-g 

DEO Exhibit 5.0 £ 
O 

DEO Exhibit 6.0 O 

DEO Exhibit 7.0 

DEO Exhibit 8.0 

DEO Exhibit 9.0 

r - j 
c n i 

^ 
<y> 

'.^ -t3 
• 

CO 

-o 
n : 
en 
• * 

o 
ro 

3 3 
pD 
O 
m 
< m 
o 
f 

o 
o 
:x m 
— f 

2 : 

o 
o 
< 

f i l i s I s t o c e r t i f y t h a t th« imd^es appea^rxiv c r « Bfi 
a c c u r a t e and cot^"'-^^'^ r ep roduc t ion of « case f i l e 
doctunent de7 • ^̂  regula.s' * bunin©fl». 



Witness 

Jeffrey A, 
Murphy 

Schedule 
sponsored 

A-1 

A-2 

B-1 

B-4 

B-4.1 

B-4.2 

B-5 

C-1 

C-3.9 

C-3.10 

C-3.11 

C-3.15 

C-3.24 

C-3.27 

C-3.28 

C-3.29 

C-3.30 

C-3.31 

Subject of Schedule 

Mr. Murphy's testimony describes the Company and its 
operations and the factors related to the request for an 
increase in rates. His testimony also summarizes the 
major issues and proposals addressed in DEO's 
Application, including the Company's request to 
implement an alternative rate plan. 

Overall financial summary 

Calculation of mirrored CWIP revenue sur-credit rider 

Jurisdictional rate base summary 

Construction work in progress 

CWIP - % complete (tune) 

CWIP - % complete (dollars) 

Allowance for working capital 

Jurisdictional pro forma income statement 

Workforce reduction curtaihnent loss 

Unrecovered weatherization loss 

Over-rcQovered Order 636 Transition Costs 

Commodity exchange/firm receipt point option revenue 
sharing mechanism 

Forfeited discounts 

DSM program funding 

Over-accrued depreciation 

Storage revenues adjustment 

Other post-employment benefits adjustment 

Storage migration loss adjustment 



Witness Schedule 
sponsored 

E-1 

E-2 

E-3 

E-3.1 

E-5 

F-1 

F-IA 

F-2 

F-2A 

F-2.1 

F-2.1A 

F-3 

F-3A 

F-4 

F-4A 

G-1 

G-IA 

G-2 

Subject of Schedule 

Scored copy of proposed tariff schedules 

Scored copy of current tariff schedules 

Narrative rationales for tariff changes 

Customer charge/minimum bill rationale 

Typical bill comparison 

Projected income statement (total company; current 
rates) 

Projected income statement (total company; proposed 
rates) 

Projected jurisdictional rate base summary (current) 

Projected jurisdictional rate base siimmary (proposed) 

Projected plant in service by major property grouping 
(current) 

Projected plant in service by major property grouping 
(proposed) 

Projected capital structure (total company; current) 

Projected capital structure (total company; proposed) 

Projected statement of changes in fmancial position 
(total company; current) 

Projected statement of changes in fmancial position 
(total company; proposed) 

Projected income statement (total company; alt rate plan 
approved) 

Projected income statement (total company; alt rate plan 
not approved) 

Projected jurisdictional rate base summary (total 
company; alt rate plan approved) 



Witness Schedule 
sponsored 

G-2A 

G-2.1 

G-3 

G-3A 

G-4 

G-4A 

S-1 

S-2.1 

S-2.2 

S-2.3 

S-3 

S-4.1;4.2 

Alt. Reg. 
Exhibits 

Subject of Schedule 

Projected jurisdictional rate base summary (total 
company; alt rate plan not approved) 

Projected plant in service by major property grouping 
(both scenarios) 

Projected capital structure (total company; alt rate plan 
approved) 

Projected capital structure (total company; ait rate plan 
not approved) 

Projected statement of changes in financial position 
(total company; alt rate plan approved) 

Projected statement of changes in financial position 
(total company; alt rate plan not approved) 

Most recent five-year capital expenditures budget 
(2008-12) 

Most recent forecasted income statement (2008-12) 

Most recent forecast of balance sheet items (2008-12) 

Most recent forecasted elements of change in financial 
position (2008-12) 

Proposed notice for newspaper publication 

Executive summary of management practices, procedure 
and organization 

Information required by Section 4901:1-19-05, Ohio 
Administrative Code 



Witness 

Vicki H. 
Friscic 

Schedule 
sponsored 

B-5.1 

B-6.2 

B-7 

B-7.1 

B-7.2 

B-8 

B-9 

C-2 

C-2.1 

C-3 

C-3.1 

C-3.2 

C-3.3 

C-3.4 

C-3.5 

C-3.6 

C-3.8 

C-3.12 

C'3.13 

Subject of Schedule 

Ms. Friscic's testimony addresses C schedules, and 
certain B and D schedules. 

Miscellaneous working capital items 

Contributions in aid of construction by accounts and 
sub-accounts 

Jurisdictional allocation factors 

Jurisdictional allocation statistics 

Explanation of changes in allocation procedures j 

Gas data 

Mirrored CWIP allowances 

Adjusted test year operating income 

Operating revenues and expenses by accounts -
jurisdictional allocation 

Summary of jurisdictional adjustments to operating 
income 

Synchronize date certain revenue and gas cost 

Sale of storage in place 

Operating revenue and cost annualization 

Billed riders adjustment 

Gross receipts tax adjustment 

Charitable contributions 

Rate case expense 

Depreciation expense at current rates 

Depreciation expense at proposed rates 



Witness Schedule 
sponsored 

C-3.14 

C-3.16 

C-3.17 

C-3.18 

C-3.19 

C-3.20 

C-3.21 

C-3.22 

C-3.23 

C-3.25 

C-5 

C-6 

C-7 

C-8 

C-9 

C-9.1 

C-10 

C-11.1 

C-11.2 

C-12.1 

Subject of Schedule 

Interest on customers' deposits 

Property tax expense 
• 

Annualized wages, salaries, and benefits 

Payroll taxes 

Lobbying expense 

PUCO and OCC assessments 

Advertising expense 

Dues and memberships 

Public relations expense 

Annual incentive plan expense 

Social and service club dues 

Charitable contributions 

Customer service and information, sales, and general 
advertising expense 

Rate case expense 

Operation and maintenance payroll costs 

Total company payroll analysis by employee 
classification/payroll distribution 

Computation of the gross revenue conversion factor 

Comparative balance sheet for the most recent five 
calendar years 

Comparative income statement for the most recent five 
calendar years 

Revenue statistics - total company 



Witness Schedule 
sponsored 

C-12.2 

C-12.3 

C-12.4 

C-13 

D-5 

PCD-5 

Subject of Schedule 

Revenue statistics -jurisdictional 

Sales statistics - total company 

Sales statistics -jurisdictional 

Analysis of reserve for uncollectible accounts 

Comparative financial data 

Comparative financial data (parent company) 



Witness 

Sylvia P. 
Green 

Schedule 
sponsored 

B-2 

B-2.1 

B-2.2 

B-2.3 

B-2.4 

B-2.5 

B-3 

B-3.1 

B-3.2 

B-3.3 

B-3.4 

Subject of Schedule 

Ms. Green *s testimony concerns the value of DEO's 
plant in service, as well as depreciation-related matters. 

Plant in service summary by major property groupings 

Plant in service by accounts and sub-accounts 

Adjustments to plant in service 

Gross additions, retirements and transfers 

Lease property 

Property excluded fi-om rate base 

Reserve for accumulated depreciation 

Adjustments to the reserve for accumulated depreciation 

Depreciation accrual rates and jurisdictional reserve 
balances by accounts 

Depreciation reserve, accruals, retirements, and transfers 

Depreciation reserve and expense for lease property 



Witness 

Robert D. 
Taylor 

Schedule 
sponsored 

B-6 

B-6.1 

C-4 

C-4.1 

Subject of Schedule 

Mr. Taylor's testimony concerns tax-related rate base 
items and operating income issues. 

Other rate base items summary (tax related) 

Adjustments to other rate base items (tax related) 

Adjusted jurisdictional federal income taxes 

Development of jurisdictional federal income taxes 
before adjustments 



Witness 

Larry X 
Rice 

Schedule 
sponsored 

E-4 

E-4.1 

Subject of Schedule 

Mr. Rice's testimony concerns DEO's annual operating 
revenue at current and proposed rates. 

Class and schedule revenue summary 

Annualized test year revenues at proposed rates vs. most 
current rates 



Witness 

Cliff 
Andrews 

Schedule 
sponsored 

E-3.2 

Subject of Schedule 

Mr. Andrews' testimony concerns DEO's class cost of 
service study. 

Cost of service study 

10 



Witn^s 

Ronald 
Edelstein 

Schedule 
sponsored 

C-3.7 

Subject of Schedule 

Mr. Edelstein's testimony concerns proposed operations 
and maintenance expenses to fund research and 
development programs. 

GTI program funding 

11 



Witness 

Daniel M, 
Ives 

Schedule 
sponsored 

C-3.26 

Subject of Schedule 

Mr. Ives' testimony concerns the Company's proposed 
treatment of pension-related expenses and assets. 

Pension credit 

12 



Witness 

Michael J. 
Vilbert 

Schedule 
sponsored 

D-1 

D-2 

D-3 

D-4 

PCD-1 

PCD-2 

PCD-3 

PCD-4 

Subject of Schedule 

Mr. Vilbert's testimony concerns the Company's cost of 
capital and requested rate of return. 

Rate of retum summary 

Embedded cost of short-term debt 

Embedded cost of long-term debt 

Embedded cost of preferred stock 

Rate of retum summary (parent company) 

Embedded cost of short-term debt (parent company) 

Embedded cost of long-term debt (parent company) 

Embedded cost of preferred stock (parent company) 

COl-l3S1321v3 

13 



DEOEXmBIT 1.0 

BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of 
The East Ohio Gas Company d/b/a 
Dominion East Ohio for Authority to 
Increase Rates for its Gas Distribution 
Service 

In the Matter of the Application of 
The East Ohio Gas Company d/b/a 
Dominion East Ohio for Approval of 
an Alternative Rate Plan for its Gas 
Distribution Service 

In the Matter of the Application of 
The East Ohio Gas Company d/b/a 
Dominion East Ohio for Approval to 
Change Accoimting Methods 

Case No. 07-829-GA-AIR 

Case No. 07-830-GA-ALT 

Case No. 07-831-GA-AAM 

DIRECT TESTIMONY OF 
JEFFREY A. MURPHY 

ON BEHALF OF 
DOMINION EAST OHIO 

X Management policies, practice and organization 

X Operating income 

X Rate base 

Allocations 

Rate of retum 

X Rates and tariffs 

Other 



TABLE OF CONTENTS 

Page 

L WITNESS IDENTIFICATION AND BACKGROUND 1 

n. COMPANY BACKGROUND 5 

m. OVERVIEW OF THE APPLICATION. 7 

IV. A SCHEDULES (OVERALL FINANCLM. SUMMARY) 11 

V. B SCHEDULES (RATE BASE AND RELATED MATTERS)..... 16 

Rate Base Overview 16 

Working Capital 16 

PIPP Receivables Balance 17 

Lead/Lag Study 18 

Other Adjustments to Cash Workmg Capital 23 

VI. C SCHEDULES (OPERATING INCOME AND RELATED MATTERS) 25 

Operating Income Overview 25 

Revenue Sharing Adjustment 27 

Uncollectible Expense Adjustment 28 

AMR and DSM Adjustments 28 

Depreciation Reserve; AMR/DSM Funding Proposal 29 

Other Adjustments to Operating Income 32 

VIL E SCHEDULES (TARIFF CHANGES) 34 

Overview of Tariffs 34 

Rider Changes 37 

New Riders 39 

Changes to Rules and Regidations 42 

Vin. F SCHEDULES (PROJECTED FINANCIAL DATA) 44 

K. G SCHEDULES (ALTERNATIVE RATE PLAN) 45 

X. S SCHEDULES (BUDGETING, MANAGEMENT POLICIES) 48 

ATTACHMENT JAM-1.1 

ATTACHMENT JAM-1.2 

ATTACHMENT JAM-1.3 

-1-



i Direct Testimony of 

2 Jeffrey A. Murphy 

3 L WITNESS IDENTIFICATION AND BACKGROUND 

4 Qi. Please state your name, occupation and business addr^s. 

5 Al. My name is Jeffrey A. Murphy. I am employed by The East Ohio Gas Company d/b/a 

6 Dominion East Ohio ("DEO" or "Company") as its Director, Pricing and Regiilatory 

7 Aflfeirs. My business address is 1201 East 55th Street, Cleveland, Ohio 44103-1028. 

8 Q2. Please summarize your education and work experience. 

9 A2. I graduated from The University of Akron in 1980 with a Bachelor of Arts in Economics 

10 and in 1981 with a Master of Arts in Economics with a concentration in Quantitative 

11 Methods. In 1988,1 graduated from Baldwm Wallace College with an Executive Masters 

12 of Business Administration vwth a focus on Systems Management. I joined the Babcock 

13 & Wilcox Company in 1981 and held various positions involving econometric 

14 forecasting, cost analysis and pricing. In 1986,1 joined The East Ohio Gas Company 

15 (now DEO) and have since held a variety of positions in the planning, rates, financial 

16 analysis, gas supply and transportation services areas. I have also served as a part-time 

17 faculty member of The University of Akron in the Department of Economics. 

18 Q3. Please summarize your responsibilities as Director^ Pricing and Regulatory Affairs. 

19 A3. My present duties include oversight of DEO's regulatory affairs and transportation 

20 services. In overseeing the Company's regulatory affairs, I am responsible for all of 

21 DEO's regulatory filings before the Public Utilities Commission of Ohio ("PUCO" or 

22 "Commission") and the Federal Energy Regulatory Commission ("FERC"). I also act as 

23 the Company's principle liaison with those bodies and with other regulatory process 



1 stakeholders. In order to effectively represent DEO in that role, I interact with all levels 

2 of management across a variety of functional areas so as to understand the primary 

3 commercial, operational and administrative issues facing the Company. In overseeing 

4 the transportation services portion of the Company's business, I am responsible for the 

5 administration of the Energy Choice and traditional transportation programs and for 

6 related services such as gas pooling and unbundled storage. 

7 Q4. Have you previously testified before the Commission? 

8 A4. Yes, in the over fifteen years that I have been involved in the Company's rate and 

9 regulatory affairs area, I have testified in numerous Commission proceedings, including, 

10 most recently. Phase 1 of DEO's plan to exit the traditional GCR merchant function, Case 

11 No. 05-474-GA-ATA, and DEO's most recent GCR proceeding. Case No. 05-219-GA-

12 GCR. I also testified in the Company's last two rate cases. Case No. 90-395-GA-AIR on 

13 behalf of the River Gas Company and Case No. 93-2006-GA-AIR on behalf of the East 

14 Ohio Gas Company, where the Company's current base rates were established. In 

15 addition to providing formal testimony in those and other proceedings, I also supervised 

16 the filing of numerous adjustments to those rates hi response to changes ranging from the 

17 Senate Bill 287 revision to utility property assessments to the implementation of gross-

18 receipts-tax and uncollectibles-expense adjustment mechanisms. 

19 Q5. What is the purpose of your testimony? 

20 A5. My testimony provides a description of the Company and its operations and the factors 

21 related to the request for an increase in rates. I also provide a summary of the major 

22 issues and proposals addressed in DEO's Application, includmg the Company's request 

23 to implement an alternative rate plan. I am also sponsoring the following schedules: 
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S-4.1,4.2 Executive summary of management practices, procedure and organization 

2 Q6. Were each of these schedules prepared by you or under your direction and 
3 supervision? 

4 A6. Yes. 

5 n . COMPANY BACKGROUND 

6 Q7. As Director of Pricing and Regulatory Affairs^ are you generally familiar with the 
7 business, facilities and operations of the Company? 

8 A7. Yes. 

9 Q8. Are you also generally familiar with the books and records of the Company? 

10 A8. Yes. 

11 Q9. Please summarize the history of the Company. 

12 A9. The predecessors of what is now known as DEO began providing natural gas to 

13 customers m northeastern Ohio over one htmdred years ago. In the 1940s, Consolidated 

14 Natural Gas ("CNG") became the parent company of DEO follovwng DEO's divestiture 

15 fix)m the Standard Oil Company. In mid-1994, DEO merged with its then sister company 

16 based in Marietta, Ohio, the River Gas Company, pursuant to an application approved by 

17 the Commission m Case No. 94-971-GA-UNC. Several years later in 1996, DEO merged 

18 with the West Ohio Gas Company, its remaining Ohio sister company based in Lima, 

19 after Commission approval of the companies' merger application m Case No. 96-991-

20 GA-UNC. In 2000, Dommion Resources, Inc. ("DRI") purchased CNG. On June 30, 

21 2007, CNG merged mto DRI, making DEO a first-tier subsidiary of DRI. DEO is still 

22 based in Cleveland, is the largest gas distribution subsidiary of DRI, and is one of Ohio's 

23 largest natural gas distribution companies. DEO serves more than 1.2 million residential, 



1 commercial, and industrial customers in approximately 400 eastern and western Ohio 

2 communities. It operates more than 19,000 miles of natural gas transmission, distribution 

3 and gathering Imes in a service area covering more than 4,700 square miles. 

4 QIO. What is the relationship between DEO and Dominion Resources Services, Inc.? 

5 AlO. Dominion Resources Services, Inc. ("Service Company") is an affiliate of DEO that 

6 provides shared services to all DRI subsidiaries and business units. The Service 

7 Company's primary focus is on providing cost-effective business services in ways that 

8 are consistent with the operating goals and business plans of the operating companies it 

9 serves. Functions within the Services Company include Corporate Secretary; External 

10 Affairs; Shared Services (Fleet, Facilities Management and Supply Chain Management); 

11 Information Technology and Telecommunications; Human Resources; Legal; Six Sigma; 

12 and Treasury and Financial. Those areas, and others such as Credit Services housed in 

13 the DRI Delivery organization, provide critical support and combine efficiencies of scale 

14 and organization with an understanding of business unit needs to provide administrative 

15 services at a lower cost than were each company to internally staff or externally acquire 

16 the labor and other resources needed to perform those duties. 

17 DEO and the Service Company are parties to a service agreement ("Service Company 

18 Agreement") that specifies that services and associated cost allocations involved in their 

19 business relationship. The Service Company Agreement is included in the Company's S-

20 4.1 submission and indicates that the Service Company will provide Accounting; 

21 Auditing; Information Technology, Electronic Transmission and Computer Services; 

22 Software Pooling; Employee Benefits/Pension Investment; Human Resources; Risk 

23 Management; Medical; Supply Chain; Tax; Corporate Secretary; Investor Relations; 

6 



1 Envkonmental Compliance; Customer Services; Treasury/Finance and Extemal Affairs 

2 services, among others. Cost are assigned to the busmess units electing to receive 

3 services based on allocation factors such as the number of employees on the previous 

4 December 31, number of payments processed during the preceding year ended December 

5 31, number of employee and aimuitant accoimts as of the preceding December 31 and 

6 total capitalization recorded at the preceding December 31, among others. Those factors 

7 are applied to the appropriate costs in order to properly recognize each business unit's 

8 proportionate utilization of Service Company resources. 

9 in . OVERVIEW OF THE APPLICATION 

10 Qll . Why has the Company proposed a rate increase? 

11 Al 1. The proposed rates are designed to produce the additional revenues needed to meet the 

12 revenue requirements of the Company. Since DEO's last rate case, Case No. 93-2006-

13 GA-AIR, the Company has experienced increased operatmg expenses and has 

14 substantially increased its investment in jurisdictional rate base. The proposed rates are 

15 intended to yield revenues sufficient to recover test year operating expenses and to 

16 produce a just and reasonable retum on rate base. In particular, the Company seeks an 

17 hicrease in rates to earn a retum of and on capital expenditures and recover the increase 

18 in operating expenses required to allow the Company to maintain a high level of service 

19 to its customers. 

20 Q12. Please summarize the Company^s Application. 

21 A12. As shown on Schedule A-1, DEO has requested a base rate revenue increase of 

22 approximately $75 million m order to achieve a retum on its rate base closer to that 

23 which the Company believes is just and reasonable. The requested base rate increase is 



1 DEO's first since 1994 and would uicrease the average residential bill by approximately 

2 4%, or less than $4.50 per month, based on usage of just over 8 mcf'month. DEO is also 

3 requesting Commission approval of other changes such as: 

4 • The installation of automated meter reading (AMR) equipment for all of its 
5 customers over a five-year period, which will provide actual meter readings each 
6 month, along with a means to recover the depreciation, incremental property taxes 
7 and post in-service carrying costs associated with the deployment. 

8 " A potential increase of $5.5 million per year spendmg on customer conservation 
9 programs. The Company would initially increase dollars spent on conservation 

10 programs fi*om the current level of $3.5 million per year to $6 million per year. If 
11 the program exceeds approved targets, the Company would then expand it by an 
12 additional $1 million m each of the next three years, 

13 • A Sales Reconciliation Rider ("SRR") that would recover the difference between 
14 actual base rate revenues and approved test year revenues adjusted to reflect 
15 changes in the number of customers for the affected rate schedules. 

16 • A change in the application of the gross receipts tax ("GRT") rider, which is 
17 currentiy applied only to gas cost charges billed imder the GSS and LVGSS rate 
18 schedules. The proposed GRT Rider will apply to all of the charges billed by 
19 DEO on all rate schedules, excluding charges billed on behalf of Energy Choice 
20 suppliers that may be subject to applicable sales tax rates and charges billed to 
21 customers that are statutorily exempted from the payment of gross receipts taxes. 

22 • Implementation of uniform rates for the combined East Ohio and West Ohio 
23 systems, reflecting the 1996 merger of the two companies that to this point have 
24 continued to have different base rates for the same type of service. 

25 DEO's overall revenue requirement also reflects an adjustment of test year operating 

26 expenses to address the cash working capital unpact of a pension expense credit that, 

27 imder law, cannot be used as a source of fimds for operations in any way. 

28 Q13. What other witnesses wiU be sponsoring testimony on behalf of DEO? 

29 A13. Vicki Friscic, Manager, Regulatory and Pricmg of DEO, is sponsoring testimony 

30 predominantiy concerning the operating-income, C schedules, as well as other matters. 



1 Sylvia Green, Manager of Fixed Asset Accounting for the Service Company, is 

2 sponsoring testimony concerning the value of DEO's plant in service as well as 

3 depreciation-related matters. 

4 Robert Taylor, Managing Director - Corporate Taxation for DRI, is sponsoring testimony 

5 concerning tax-related rate base items and operating income issues. 

6 Larry Rice, Senior Transportation Analyst within DEO's Transportation Services 

7 Department, is sponsoring testimony concerning DEO's annual operating revenue at 

8 current and proposed rates. 

9 Cliff Andrews, Business Development Manager for DEO, is sponsoring testimony 

10 concemmg DEO's class cost of service study. 

11 Ronald Edelstein, of the Gas Technology Institute, is sponsoring testimony concerning 

12 proposed operations and maintenance expenses to fund research and development 

13 programs. 

14 Daniel Ives, a Managing Director of Lukens Energy Group, a unit of Black & Veatch 

15 Corporation, is sponsoring testimony concerning the Company's proposed treatment of 

16 pension-related expenses and assets. 

17 Michael Vilbert, a principal with the Brattie Group, is sponsoring testimony concerning 

18 the Company's cost of capital and requested rate of return. 



1 Q14. Has the Company obtained any waivers in connection with the Standard Filing 
2 Requirements? 

3 A14. Yes. In its August 15,2007 Entry ui this case, the Commission granted DEO's request 

4 for waiver fi-om the follov^g requirements: 

5 (1) The provisions of Chapter II (C)(32) requiring monthly managerial reports 

6 providing results of operations and comparison of actual to forecast for the test year and 

7 the twelve months immediately preceding the test year; 

8 (2) The provisions of Chapter II (C)(37) and (C)(44) requkmg tiie filing of federal 

9 and state income tax returns; 

10 (3) The provisions of Section C (D)(5) which require DEO to report actual rate case 

11 expense incurred in DEO's most recent rate case; 

12 (4) The provisions of Section C (F)(3) reqmring test year and future periods in 

13 Schedules C-12.1 through 12.4 to be reported by residential, commercial and industrial 

14 classes; and 

15 (5) The provisions of Section F (B) requiring a projected net earnings summary by 

16 FERC account. 

17 Q15. Has the Company supplied the notices required by the Standard Filing 
18 Requirements? 

19 A15. Yes. On July 20,2007, m accordance with Appendix A, Chapter 1, General Instruction 

20 (A) of the Standard Filing Requirements, DEO notified, in writing, the mayor and 

21 legislative authority of each municipality of its intent to file an Application and of the 

22 proposed rates. On the same date, in accordance with General Instruction (B), DEO filed 
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1 with the Commission its Notice of Intent to File an Application to Increase Rates for Gas 

2 Distribution Service, along with the required exhibits. These notices were provided more 

3 than 30 days before the filing of DEO's Application 

4 Q16. Has the Company also complied with the notice requirements for its alternative rate 
5 plan proposal? 

6 A16. Yes. On July 20,2007, in accordance witii Section 4901:1-19-05(A)(1), Ohio 

7 Administrative Code, DEO notified in writing the Commission and the mayor and 

8 legislative authority of each municipality included in its application of its intent to file an 

9 application for an altemative rate plan. On July 23,2007, in accordance with the same 

10 rule, DEO notified in writing die Office of the Ohio Consumers' Counsel, each party to 

11 DEO's last general rate case, and each party to Phase 1 of DEO's exit-merchant-function 

12 case (Case No. 05-474-GA-ATA) of its intent to file an application for an altemative rate 

13 plan. These notices were provided more than 30 days before the filing of DEO's 

14 Application 

15 IV. A SCHEDULES (OVERALL FINANCIAL SUMMARY) 

16 Q17. Please describe the information contained on Schedule A-1. 

17 A17. Schedule A-1 displays DEO's test year earnings relative to rate base under current rates 

18 and identifies the proposed revenue increase needed to provide an opportunity to generate 

19 earnings closer to the rate of return on rate base requested by the Company in its 

20 Application. The rate of retum shown on Schedule A-1 is 8.59%. As noted in Mr. 

21 Vilbert's testimony and discussed later in this section of my testimony, a revision to the 

22 embedded cost of long-term debt changed that figure to 8.72%. The overall rate of retum 

23 generated by the proposed rates is 8.52%. The test year used by the Company is calendar 
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1 year 2007 with tiiree months of actual data, and the date certam used to value rate base is 

2 March 31,2007. The Commission approved this test year in its August 15,2007 Entry in 

3 this proceeding. The 4.31% rate of retum on the Company's $1,071,881,705 investment 

4 in jurisdictional rate base generated under current rates results in a revenue deficiency of 

5 $74,085,178. The proposed rates would increase operating revenues by $75,007,378. 

6 QIS. Will the Company earn above its requested rate of return because the requested 
7 revenue increase exceeds the revenue deficiency? 

8 A18. No. As also indicated on Schedule A-1, the proposed rates include changes that will 

9 affect the amount of money credited back to customers through the Transportation 

10 Migration Rider - Part B. The net effect of those changes is to reduce the base revenue 

11 increase retained by the Company to $72,465,751. 

12 Q19, Please explain how Transportation Migration Rider - Part B affects the requested 
13 rate increase. 

14 A19. Transportation Migration Rider - Part B reflects the costs associated with operational 

15 balancing and other reconciliation adjustments charged to DEO's sales and Energy 

16 Choice customers. Certain revenues charged to other customer classes, such as those for 

17 Volume Bankmg Service and an adjustment for storage migration embedded m storage 

18 service rates, are used to reduce the costs that would otherwise be collected through the 

19 rider. The combined effect of DEO's proposed changes to the revenues charged to other 

20 classes and credited to sales and Energy Choice customers through the rider is 

21 $2,541,627- Although reflected in rates, those dollars will not be retained by the 

22 Company as base revenues. Instead, the money will be returned to the sales and Energy 

23 Choice classes to reduce the costs that they would otherwdse be obligated to pay. It is 

12 



1 that crediting mechanism which led DEO to show the adjusted revenue increase 

2 information on Schedule A-1. 

3 Q20. What does Schedule A-1 indicate with regard to the adequacy of DEO's current 
4 rates and charges for gas service? 

5 A20. Schedule A-1 demonstrates that present rates provide a rate of retum of 4.31 %. Thus, the 

6 rates presentiy bemg charged for gas service are now unjust, unreasonable, and 

7 insufficient to yield reasonable compensation for the cost of providmg that service, 

8 including a retum on the Company's property that is used and usefiil in furnishing gas 

9 service to its customers. The new rates set forth in the proposed tariff schedules would 

10 allow DEO the opportunity to cam a retum of 8.52%, which is considerably closer to the 

11 rate of retum that is justified based on the parent company cost of capital indicated in 

12 Schedule PCD-1. DEO witness Michael Vilbert provides testimony regarding DEO's 

13 cost of capital and requested rate of retum. 

14 Q21. In his testimony, Mr. Vilbert describes a minor revision to DEO's parent company 
15 cost of capital. Does that have an effect on the revenue increase that DEO is 
16 requesting? 

17 A21. No. The revision described by Mr. Vilbert is related to information on Schedule PCD-3 

18 that is not required by the Standard Filing Requirements. As noted in his testimony, the 

19 proposed adjustment to the embedded cost of long-term debt calculated on Schedule 

20 PCD-3 has not been addressed in prior DEO rate cases. As a resuU, the Company is not 

21 sure how the Commission vsdll ultimately reflect the adjustment in the retum on rate base 

22 granted in this proceeding. Nonetheless, the revised PCD schedules provide all of the 

23 information needed by the Commission, Staff and other parties to fully evaluate the 
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Company's requested rate of retum on jurisdictional rate base and ultimately its need for 

rate relief. 

Attachment JAM-1.1 contains the following revised schedules affected by the change: 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Schedule A-1 - Overall Financial Summary 

Schedule B-1 - Jurisdictional Rate Base Summary 

Schedule B-5 - Allowance for Working Capital (including WPB-5.1) 

Schedule C-1 - Jinisdictional Proforma Income Statement 

Schedule C-2 - Adjusted Test Year Operating Income 

Schedule C-4 - Adjusted Jurisdictional Federal Income Taxes 

Schedule C-4.1- Development of Jurisdictional Federal Income Taxes 

Schedule D-1 - Rate of Retum Summary 

Schedule D-3 - Embedded Cost of Long-Term Debt (updated with coupon rates) 

Schedule D-4 - Embedded Cost of Preferred Stock 

Section E-3.2 - Cost of Service Study 

Those schediiles indicate that the revision would increase the Company's total revenue 

reqmrements by $1,933,933, or 0.17% of total revenue requirements. It should also be 

noted that the proposed revenue increase shown on Schedule A-1 generates an 8.52% 

retum on rate base, which is below the initial rate of retum recommended by the 

Company and remains below the rate of retum indicated by die revised cost of capital 

information as well. DEO is not proposing any changes to the rates included in its pre-

filir^ notice or its Application. As a result, the remainder of my testimony continues to 

refer to the data contained in the Company's initial Application. 
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1 Q22* Mr. Vilbert's testimony also discusses various risks that confront the natural gas 
2 industry. Does DEO face any unique risks? 

3 A22. Yes. In his testimony, Mr. Vilbert describes several important business risks facing the 

4 natural gas distribution industry that affect its overall cost of capital. It is important for 

5 the Commission to also consider the unique risks facing DEO, such as: 

6 • Economic risks related to the state of the economy within DEO's service territory, 
7 the ability of major customers to relocate production elsewhere, and the financial 
8 health of those customers, many of which face ongoing structural problems due to 
9 the age of their production facilities and other legacy costs. 

10 • Capital and operating expense risks such as those related to transmission pipeline 
11 hitegrity management and an upcoming notice of proposed rulemaking fi-om the 
12 Pipeline and Hazardous Materials Safety Administration regarding distribution 
13 pipeline integrity man^ement programs. 

14 • Regulatory risks such as those related to the potential impact from the 
15 Commission's current riser investigation and its recentiy enacted Ohio minimum 
16 gas service standards, which entail increased service levels in a variety of areas. 

17 • Weather-related risks that will not be mitigated by the proposed sales 
18 reconciliation rider, which is limited to addressing conservation-related impacts 
19 on base revenues. 

20 • Gas supply risks related to DEO's ongoing role as the provider of last resort and 
21 the ability of the Commission to place the Company back in its traditional GCR 
22 role if the merchant function exit transition does not go as well as planned. 

23 Q23. Please describe the information that is shown on Schedule A-2. 

24 A23. Schedule A-2 provides the calculation of the mirrored CWIP revenue sur-credit rider, 

25 were one to be requested. The schedule is not applicable to DEO because no CWIP 

26 amounts were included in rates m prior cases. 
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1 V. B SCHEDULES (RATE BASE AND RELATED MATTERS) 

2 Rate Base Overview 

3 Q24. Please briefly describe Schedule B-1. 

4 A24. Schedule B-1 is the summary of the rate base, used and usefiil as of the March 31,2007 

5 date certain, proposed by the Company in this proceeding and is the summary of other 

6 underlying schedules in Section B. The rate base consists of jurisdictional plant in 

7 service less the reserve for accumulated depreciation; a working capital allowance 

8 reflecting certain average monthly balances fimded by investors and the average amount 

9 of capital needed to bridge the gap between the time when expenditures are made to 

10 provide service and the time when funds are received for that service; and other rate base 

11 items that include, among other things, the accumulated deferred income taxes related to 

12 accelerated depreciation. 

13 Q25. Please describe the information shown on Schedules B-4, B-4.1 and B-4.2. 

14 A25. Those schedules are mtended to provide infonnation regardmg any construction projects 

15 in progress that a company is seeking to include in its proposed rate base. The schedules 

16 are not applicable to DEO because the Company is not requesting the inclusion of any 

17 CWIP in rate base. 

\S Working Capital 

19 Q26. Please explain Schedule B-5. 

20 A26. Schedule B-5 shovŝ s the proposed allowance for working capital calculated at test year 

21 levels. In addition to a cash component based on the Company's lead-lag study, the 

22 proposed allowance includes thirteen-month balances endmg March 31,2007, for 

23 Accoimt 154 for DEO's materials and supplies inventory, excluding the portion held for 
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1 additions and new construction, and Account 142.2 for Percentage Income Payment Plan 

2 ("PIPP") receivables under twelve months old. Offsetting those balances is the thirteen-

3 month balance for Account 235 for customer deposits, which represents a non-investor 

4 supplied source of fimding. 

5 PIPP Receivables Balance 

6 Q27. Please discuss the PIPP receivables balance shown on Schedule B-5. 

7 A27. The Account 142.2 balance for PIPP receivables is $123,385,458. This large average 

8 balance is attributable to the dramatic rise in the cost of natural gas and in the number of 

9 PIPP customers over the last several years. The high price of natural gas is driven 

10 primarily by factors related to the national market, while the increase in the number of 

11 PIPP customers is generally driven by local factors such as Cleveland's status as the 

12 poorest large city in America in two of the past four years. According to the U.S. Bureau 

13 of the Census, American Community Survey, 2005, for example, 32.4% of the city's 

14 residents were living below the federal poverty level. Although DEO last adjusted its 

15 PIPP rider rate effective with bills rendered on or after February 7,2006, the Company 

16 has not seen a commensurate decrease in the balance of PIPP arrearages that have yet to 

17 age to die point they are eligible for collection through the rider mechanism. 

18 Q28. Has DEO considered options to reduce the PIPP receivables balance? 

19 A28. Yes, DEO has identified several options that would over time reduce the balance of 

20 Account 142.2. These options include a further increase in the PIPP rider rate, a 

21 redxiction in the aging period before PIPP arrearages are eligible for recovery, providmg 

22 altemative or supplemental funding sources, and seeking more fundamental changes to 

23 the PIPP program. As discussed in my testimony concerning Schedule C-3.15, DEO is 
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1 proposing to supplement amounts provided by PIPP rider revenues with funds received 

2 through a proposed revenue sharing mechanism, which is intended to reduce the account 

3 balance and the need for subsequent increases in the PIPP rider rate. DEO considered a 

4 reduction in the 12-month aging period for PIPP arrearages before rider collection, but 

5 did not pursue the option due to the tremendous mcrease in the PPP rider rate that would 

6 have to accompany such a change. As to more fundamental changes, DEO is currently 

7 participating in discussions sponsored by the Ohio Department of Development to 

8 explore potential changes in the PIPP program. 

9 Lead/Lag Study 

10 Q29. How did the Company determine the cash component of its proposed working 
11 capital allowance? 

12 A29. DEO performed a lead-lag study that quantified the cash working capital required to pay 

13 its day-to-day operating expenses dxaring the period that the Company provides service 

14 before receiving payment for that service. To be more precise, the "lag" portion of the 

15 lead-lag study quantifies the revenue lag between the time that service is provided to 

16 customers and the time that it collects cash from those customers for the service rendered. 

17 The "lead" portion of the study measures the period of time between the Company's 

18 receipt of a good or service and the date at which it pays for that particular good or 

19 service. Not every expense item results in a lead since there may be some in which a pre-

20 payment occuris, such as msurance. 

21 Q30. What information did DEO use to conduct its lead-lag study? 

22 A30. DEO calculated the lag and lead days using calendar year 2006 data because it provided 

23 the most recent 12-month actual period available when the company began conducting 
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1 the study, which took several months. After the various lag and lead days were 

2 determined, they were applied to the appropriate test year revenue and expense elements 

3 to yield a cash working capital figure that is consistent with test year operating mcome. 

4 Q31. How were the revenue and expense categories in the study selected? 

5 A31. The categories are based on logical classifications of similar types of revenues and 

6 expenses. Those categories and the resulting calculation of lead and lag days are set forth 

7 in the work papers included m Attachment JAM-1.2 to my testimony. 

8 Q32. Please discuss the calculation of the revenue lag days. 

9 A32. DEO's total operating revenues were segregated into two primary revenue groups, which 

10 are handled through two different billing systems. The revenue l ^ consists of three 

11 different components: the service period lag, the billing lag and the collection lag. The 

12 service period 1^ is the average period of time a customer takes service before a bill is 

13 rendered. All companies that have twelve billing periods in a year have a standard 15.2-

14 day service period lag. The billing period lag is the amount of time between when a 

15 meter is read and when the Company mails a bill. The collection lag measures the 

16 number of days on average that it takes customers to pay the Company after the bill is 

17 mailed. The collection lag was measured using the accounts receivable turnover method 

18 utilizing the average daily accounts receivable balances from the Customer Care System 

19 ("CCS") for smaller, predominantiy low-pressure accounts and the Special Billing 

20 System ("SBS") for larger, predominantly high-pressure accounts. 
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1 Q33. How were Percentage of Income Payment Plan ("PIPP") billings and receivables 
2 treated in the lead-lag study? 

3 A33. All PEPP revenues and balances were deducted from the billing and accounts receivable 

4 data used in the study due to their inclusion as a thirteen-month balance in another 

5 component of the working capital allowance. 

6 Q34. What was the revenue lag for the customers served under the CCS and SBS billing 
7 syniems used in this study? 

8 A34. Customer billed through the CCS system had an average revenue lag of 49.4 days, and 

9 customers billed through the SBS system took an average of 68.9 days between the time 

10 service was provided and payment to the Company. The combined weighted average 

11 revenue lag for all customers is 52.9 days. 

12 Q35. What is the source of the difference in the revenue lag of the two billing systems? 

13 A35. The only difference in revenue lag between the systems is the billing lag. Customers 

14 billed out of SBS have a billing lag of 20.4 days on average, while the customers billed 

15 out of CCS have only 0.9 days on average between the tune a meter is read and the tune a 

16 bill is mailed. 

17 Q36. Please explain why there is such a large difference in the two billing lags. 

18 A36. DEO's transportation and pooling programs, used exclusively by customers billed 

19 through the SBS system, include an imbalance trading feature that requires the Company 

20 to delay billing the companies and end users involved until the imbalance trading period 

21 ends. That imbalance trading period, which provides marketers and end users an 

22 opportunity to reduce or eliminate imbalances by ^trading" volumes with one another, 

23 typically ends on the 17th of each month. However, if a customer's meter were read on 
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1 die 25th of the prior month, DEO has to delay billing the customer until it determines the 

2 final unbalance volume after the trading period closes. That feature is unique and 

3 enables customers to avoid significant charges associated with imbalance volumes, yet it 

4 does impose a cost in that it increases the SBS billing lag beyond what it would be 

5 otherwise. 

6 Q37. Which component of the revenue lag contributes most to the average revenue lag of 
7 52.9 days? 

8 A37. The only component of the revenue lag not specifically addressed thus far is the 

9 collection lag, or die period of time between when the Company mails the bills and 

10 actually receives a cash payment. DEO's average collection lag is a lengthy 33.3 days. 

11 Q38. What factors affect DEO's collection lag? 

12 A38. DEO's substantial collection lag is attributable to the high level of receivables relative to 

13 billings caused by customers not paying their bill in full on a timely basis. One of the 

14 reasons that DEO has proposed a late payment charge in this case is to improve customer 

15 payment patterns over time. Those patterns, however, are not likely to change overnight, 

16 and DEO still faces a customer base that is in economically dire straits, as has been well-

17 publicized in the local and even national media, and by various consumer and low 

18 income groups that frequentiy participate in Commission proceedings. Recent local 

19 stories in the Cleveland Plain Dealer mclude the following: 

20 August 30,2006 

21 • "For the second time in three years, Cleveland has been named the poorest big 
22 city in America." "For those living in the eight counties around Cleveland, 
23 median household income dropped by $1,778 over the last five years." 
24 "Cleveland's median household mcome -just above $24,000 - was a little more 
25 than half the national average." 
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1 July 18.2007 

2 • "Foreclosures in Cuyahoga Coimty are the highest m Ohio and more than half of 
3 those are m the city of Cleveland." "So many homes are in foreclosure that the 
4 national media regularly refer to Northeast Ohio as the epicenter of the growing 
5 national problem." 

6 August 29.2007 

7 • "Cleveland saw median household income rise more than $ 1,700. Yet, even v^th 
8 the increase to $26,535, it still ranked lowest among the nation's biggest cities." 
9 "Youngstown also had die lowest median household income - $21,850 - of any 

10 American city with at least 65,000 residents." 

11 While DEO appreciates the opportunity to serve the greater Cleveland area, it recognizes 

12 that doing so comes with challenges, some of which are reflected m a revenue lag that 

13 results in a larger working capital requirement to operate the business. 

14 Q39. Please describe how the Company determined the lead days within the various 
15 expense categories used in the study. 

16 A39. In general, DEO measiffed the days between the mid-point of the service period, often the 

17 date material was received, to the day that the bill for that good or service was paid by the 

18 Company. The details regarding the data used and the calculations employed are more 

19 fiilly set forth m Attachment JAM-1.2. 

20 Q40. Why was the uncollectibles expense assigned the same number of lead days as the 
21 revenue lag? 

22 A40. Assigning the revenue lag days to the uncollectible expense has the effect of zeroing out 

23 the net cash working capital associated with that cost element. Doing so is consistent 

24 with the overall determination of the revenue lag figure as well as the fact that the 

25 uncollectible expense rider recovers those costs separately from base rates. 
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1 Q41. How are payments for taxes reflected in the lead-lag study? 

2 A41. The various tax expense leads were based on the corresponding statutory requirement 

3 regarding their payment. In order to determine the lead days, the mid-point of the 

4 applicable service period was identified and compared to the required payment date. 

5 Q42. How were the capital cost components measured? 

6 A42. The interest expense lead on long-term debt was based on the mterest payments required 

7 under the Company's long-term notes. The common equity component of DEO's cost of 

8 capital was assigned zero days, reflecting the shareholders' entitlement to these fimds as 

9 the service is rendered to customers. 

10 Other Adjustments to Cash Working Capital 

11 Q43. How did the Company handle the working capital requirement associated with the 
12 collection of commodity charges billed to customers on behalf of Energy Choice 
13 suppliers? 

14 A43. DEO had to handle the Energy Choice related portion of the cash working capital 

15 requirement separately from other elements because those dollars are not included in the 

16 revenues and expenses in the test year income statement. If DEO had no Energy Choice 

17 program in place, the commodity charges billed to customers presently participating in 

18 the program would be included in GCR-related revenues and expenses. As it stands, 

19 however, those payments are treated under accounting rules as convenience payments, 

20 which are not shown on the income statement. In order to determine the associated 

21 working capital effect, die Company had to separately consider the time between its 

22 payment to Energy Choice suppliers and the receipt of that amount from customers. 
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1 Q44. Why is there a lag between the period that suppliers are paid and the time 
2 customers pay for the corresponding supply? 

3 A44. Beginning in Case No. 98-593-GA-COI, the Commission has consistently ruled that 

4 LDCs are required to purchase the receivables of suppliers participating in Choice 

5 programs. In approving DEO's General Terms and Conditions of Energy Choice Pooling 

6 Service, the Commission approved the payment remittance process set forth in those 

7 terms and conditions, which state: 

8 As described in "Billing Rules for Energy Choice Pooling Customer," East Ohio 
9 agrees to purchase the accounts receivable generated under this billing agreement. 

10 Accordingly, East Ohio shall remit one hundred percent (100.0%) of the value of 
11 such receivables, less any unpaid Supplier balances, by writing a check or 
12 executing a wire transfer weekly for accounts billed from CCS and monthly for 
13 accounts billed from SBS. Such payments shall be made approximately two 
14 weeks after the accounts have been billed. 

15 Q45. What impact does the purchase of those receivables have on DEO's cash working 
16 capital requirement? 

17 A45. Even though billings on behalf of Energy Choice suppliers do not appear in test year 

18 operating income, the purchase of supplier receivables imposes a working capital 

19 requirement similar to payments for wholesale supplies of natural gas for system supply. 

20 The Company is obligated to pay its wholesale suppliers of natural gas regardless of 

21 whether it ultimately receives payment for that gas from its customers. Purchasing 

22 Energy Choice receivables results in DEO treating its retail suppliers in the same manner. 

23 The billing and remittance process approved by the Commission requires DEO to remit 

24 the entire amount billed on behalf of the supplier to the supplier "approximately two 

25 week after the accounts have been billed." That period is well short of the 52.9 day 

26 revenue lag and thus imposes a substantial working capital requkement on the Company, 

27 which it quantified by accumulating the average daily payment processed on each day 
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1 during calendar year 2006 multiplied by the length of time between payment remittance 

2 to the supplier and payment receipt from the customer. 

3 VI. C SCHEDULES (OPERATING INCOME AND RELATED MATTERS) 

4 Operating Income Overview 

5 Q46. Please descnbe Schedule C-1. 

6 A46. Schedule C-1 is a jurisdictional income statement that reflects all of the test year 

7 adjustments identified in the C-3 schedules as well as the pro forma test year income 

8 statement based on the proposed rates uidicated in Section E. Schedule C-1 summarizes: 

9 (1) the Company's adjusted revenues and expenses at current rates as shown on Schedule 

10 C-2; (2) the revenue and expense effects of the proposed rates; and (3) the resulting pro 

11 forma income based on those proposed rates. Schedule C-1 essentially summates the 

12 applicable detailed data contained in other schedules in the same section as well as the 

13 applicable schedules in E-4. 

14 Q47. Are you testifying about all of the test year adjustments shown on Schedule C-1? 

15 A47. No. DEO witnesses Vicki Friscic and Daniel Ives will address specific adjustments in 

16 Schedule C-3 and its subsidiary schedules, which are summarized hi Schedule C-1. 

17 Q48. Please explain the adjustment shown on Schedule C-3.9. 

18 A48. The C-3.9 adjustment is related to a FAS-106 curtailment loss mcurred in connection 

19 with a 1995 work force reduction program. The adjustment amount excludes that portion 

20 of the curtaihnent loss associated vnth an acceleration of the FAS-106 transition 

21 obligation, which was amortized usuig the schedule authorized in DEO's last rate case, 

22 Case No. 93-2006-GA-AIR. 
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1 Q49. What is the nature of the unrecovered weatherization adjustment identified on 
2 Schedule C-3.10? 

3 A49. In DEO's last rate case, Case No. 93-2006-GA-AJR, the Commission approved a 

4 Stipulation and Recommendation generally based on the Staff Report of Investigation, 

5 which included an adjustment for recovery of certain deferred weatherization expenses 

6 and associated carryuig charges. The adjustment shown in Schedule C-3.10 reflects 

7 weatherization expenses deferred hi excess of the amount that was amortized and the 

8 carrying charges associated with that amortization. 

9 Q50. Please explain the over-recovered Order 636 transition costs that the company 
10 proposes to allocate to transportation customers in Schedule C-3.11. 

11 A50. In Case No. 94-164-GA-UNC, the Commission approved a Stipulation and 

12 Recommendation that specified the manner m which gas supply restructuring ("GSR") 

13 costs incurred as a result of FERC s Order 636 restructuring would be allocated to sales 

14 and transportation customers. The costs allocated to sales customers were trued-up 

15 through the GCR mechanism. Due to GSR refimds received from interstate pipelines 

16 after DEO ceased collecting the costs from transportation customers, the Company over-

17 recovered costs from the transportation class. The credit to expense reflected in Schedule 

18 C-3.11 reflects DEO's proposal to credit those costs and the associated interest in base 

19 rates over three years. 

20 Q51. Please briefly describe the pension credit adjustment reflected in Schedule C-3.26. 

21 A51. This adjustment involves a $47.7 million credit to test year unadjusted operating expense 

22 that is attributable to DEO's over-fimded pension trust. Ratepayers did not contribute to 

23 the over-fimding of that trust because no pension expense was uicluded in rates during 

24 the tune that the over-fimding occurred. Even though the over-fimding results in an 
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1 accounting credit to expense, there is no corresponding cash flow to the Company 

2 . because, under tiie Employee Retkement Income Security Act ("ERISA"), the assets of a 

3 retirement plan are held for the exclusive purpose of providing benefits to plan 

4 participants and are not available for use by the employer. The proposed adjustment 

5 addresses the situation by removing the pension credit from test year expenses and 

6 excluding the approximately $400 million of pension assets on the Company's books net 

7 of the associated accumulated deferred income taxes. DEO witness Mr. Ives is 

8 sponsoring testimony in support of DEO's proposed adjustment. 

9 Revenue Sharing Adjustment 

10 Q52. Please explain the revenue sharing adjustment shown in Schedule C-3.15. 

11 A52. As mdicated in WPC-3.15 included in Attachment JAM-1.3 to my testimony, DEO is 

12 proposing to share commodity exchange and firm receipt point revenues with customers 

13 under the following tiered structure: 

14 $0 - $5,000,000 85% credited to customers /15% retained by DEO 

15 Over $5,000,000 - $10,000,000 80% credited to customers / 20% retained by DEO 

16 Over $10,000,000 75% credited to customers / 25% retained by DEO 

17 Commodity exchanges include offerings such as ofF-system sales and all similar 

18 transactions. The firm receipt option enables transportation customers and marketers to 

19 designate specific receipt points and volumes for firm delivery into DEO's system. The 

20 test year revenue associated with those two offerings projected at the time of the pre-

21 filmg notice was $13,695,727, wrhich would result in $11,021,795, or approximately 

22 SI.5% of the total, being shared with customers under the tiered sharing mechanism. 

23 DEO furthers proposes to credit those revenues toward amounts that would otherwise be 
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1 recovered through the PIPP rider mechanism m order to mitigate the effect of higher gas 

2 cost and mcreased PIPP customers described previously. 

3 Q53. Does the revenue sharing mechanism alter the effect of the approximately $75 
4 million increase in base revenues requested by the Company? 

5 A53. Yes, the $75 million m base rate relief requested by the Company is offset to a 

6 considerable extent by the proposed mechanism. The combmed effect of the revenue 

7 sharing proposal and tiie Transportation Migration Rider - Part B adjustment described in 

8 my testimony supporting Schedule A-1 is shovm o;i Schedule E-3.2, page 6 of 16. That 

9 page adjusts die $75 million base rate increase dowmward to $61.4 million to reflect the 

10 $11.0 million credit from the commodity exchange and frnn receipt point revenue sharing 

11 and the $2.5 miUion additional credit from Transportation Migration Rider - Part B. As a 

12 result, 18% of the requested base rate increase will ultmiately be retumed to customers 

13 via another mechanism. 

14 Uncollectible Expense Adjustment 

15 Q54. Please explain the adjustment shown on Schedule C-3.24. 

16 A54. DEO proposes to implement a late payment charge and credit all payments received from 

17 the charge toward amounts that would otherwise be recovered through its uncollectibles 

18 expense adjustment mechanism. By crediting late payment charge receipts in that 

19 manner, DEO is able to offset a portion of the costs associated with unpaid bills, and 

20 parties in the case avoid the debate over the appropriate amount of revenue that should be 

21 credited to the cost of service. Schedule C-3.24 reflects the elimination of forfeited 

22 discount revenue (a form of late payment changes) that would be credited back to 

23 customers in its entirety if the proposed late payment charge is approved. 
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1 AMR and DSM Adjustments 

2 Q55. Please explain the adjustments reflected in Schedules C-3.27 and C-3.28. 

3 A55. The adjustments reflected in those schedules are related to an AMR and DSM fimding 

4 proposal that will provide significant benefits to DEO's customers if approved. Schedule 

5 C-3.27 represents the elimination of the ratepayer-fiinded expenditures for the 

6 Company's existing low-income weatherization program. That program will be 

7 incorporated into the expanded DSM program which, along with DEO's proposed AMR 

8 deployment, will be fimded by the amortization of its over-accrued depreciation reserve. 

9 Depreciation Reserve; AMR/DSM Funding Proposal 

10 Q56. Please discuss the Company's depreciation reserve, 

11 A56. Like all utilities, DEO has a depreciation reserve accoxmt on its balance sheet that reflects 

12 the accumulated depreciation recorded for its plant and equipment. Because the average 

13 usefiil life of DEO's pipelines and other assets has been mcrcasing, DEO has built up an 

14 over-accrued depreciation reserve over the years of approximately $105 million. In prior 

15 rate cases, the Commission has reduced the Company's rate base by any over-accrued 

16 depreciation reserves to ensure that customers' rates properly reflect the depreciation 

17 expenses that they have historically paid in base rates. 

18 Q57. What treatment is DEO requesting for over-accrued depreciation in this 
19 proceeding? 

20 A57. In order to adjust its depreciation reserve to the proper amount, DEO proposes to reduce 

21 its fixture depreciation expenses over a ten-year period. Adjustments to depreciation 

22 reserves are typically made over multiple years because over-accruals gradually 

23 accumulate over a period of many years. DEO will use a corresponding amount to fund 
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1 the deployment of AMR equipment throughout its system and increase its DSM 

2 expenditures to siqjport customer conservation programs. The amortization of DEO's 

3 $105 million over-accrual over a decade will generate combined fimding for AMR and 

4 DSM of approximately $10.5 million per year, or more precisely the $10,540,020 shown 

5 in Schedule C-3.28. 

6 Q5S. How wiU the amortization of the over-accrued depreciation reserve be applied to 
7 DEO's proposed AMR deployment program? 

8 A58. DEO proposes to use half of the annual amount, or $5,270,010 per year, to fimd the 

9 depreciation, taxes and retum on investment associated with the five-year AMR 

10 deployment program described in the Company's application in Case No. 06-1453-GA-

11 UNC in which it requested Commission approval of a mechanism to recover those costs. 

12 DEO will request the Commission to consolidate that application into this base rate 

13 proceeding. Because the total cost of DEO's AMR deployment is estimated to be $100 

14 million to $110 million, the fimding provided by the over-accrued depreciation reserve 

15 will not be sufficient to recover all of its costs. To the extent that the funding is 

16 insufficient, DEO will seek base rate or rider recovery of the remaining cost in 

17 accordance with the process described in the aforementioned application. 

18 Q59. Please describe the portion of the funding that will be applied to the Company's 
19 proposed DSM program. 

20 A59. DEO will devote $5,270,010 per year of the depreciation reserve over-accrual 

21 amortization to DSM program spending. DSM programs cover such items as home 

22 weatherization, high-efficiency-fiimace rebates and home energy audits that enable 

23 customers to reduce energy usage and lower then* gas bflls. DEO currently spends $3.5 

24 million per year on low-income customer weatherization programs. Of that total, $2.5 
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1 million is included in customers' base rates and $1.0 million is funded by the Company 

2 with no recovery from customers. Under its proposal, DEO will maintain its $ 1.0 million 

3 annual fimding level. To tiiat will be added the approximately $5 million per year funded 

4 by half of the over-accrued depreciation reserve, resultmg in total DSM program 

5 spending of $6.0 million annually. 

6 Q60. How do^ DEO propose to implement its DSM program? 

7 A60. DEO proposes to form a DSM stakeholder group made up of Staff, the Office of Ohio 

8 Consumers' Counsel, Ohio Partners for Affordable Energy and otiier stakeholders to 

9 select an independent DSM program admmistrator, jointly design and oversee 

10 administration of the program, determine income eligibility and establish DSM program 

11 targets. If die targets established by tiie stakeholder group axe met, DSM fimdmg could 

12 increase another $1.0 million per year over a period of three years for a total funding 

13 level of ̂ proximately $9 million. The hicreased funding would be provided by an 

14 adjustment to General Sales Service and Energy Choice Transportation Service 

15 volumetric rates using the latest year's weather-normalized volumes to determine the 

16 exact dollar-per-mcf adjustment. 

17 Q6h Is the Company's proposal to increase DSM funding conditioned on approval of 
18 other provisions of the Company's Application? 

19 A61. Yes. The mcreased DSM fimdmg and the possibility of expanding that fimding in fiiture 

20 years is contingent on DEO receiving approval for its proposed decoupling mechanism, 

21 which is sunilar to that approved by the PUCO for Vectren Energy Delivery of Ohio in 

22 Case No. 05-1444-GA-UNC. Such a mechanism is designed to offset the negative 

23 impact that customer conservation would otherwise have on the Company's earnings. 
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1 Absent approval of the decouplmg mechanism, DEO would propose to fimd its DSM 

2 program at the current $2.5 miUion ratepayer funded level and to shift $2.5 million of the 

3 over-accrued depreciation reserve amortization to fimd AMR. 

4 Other Adjustments to Operating Income 

5 Q62. Please explain why the Company eliminated certain non-recurring storage revenues 
6 as indicated in Schedule C-3.29 

7 A62. In 2006, DEO began to evaluate capital investments to more effectively sustain base 

8 storage witiidrawals throughout die winter season by mcreasing storage capacity without 

9 increasing the migration of gas from the Company's storage fields. In order to assess the 

10 feasibility of those potential investments, which would be in the tens of millions of 

11 dollars, DEO developed a pilot program to assess the impact on the migration of gas from 

12 its storage fields due to mcreasing storage capacity and sustaining higher base storage 

13 withdrawals throughout the winter season. 

14 The pilot program mvolved the injection of increased quantities of gas into DEO's on-

15 system storage during the latter part of the 2006-2007 mjection season and the 

16 withdrawal of increased quantities of gas throughout the following winter season that 

17 were offset by corresponding reductions of the daily amount of gas delivered to its 

18 system by an upstream pipeline. The pilot program ended as scheduled on March 31, 

19 2007. The results of the pilot program and its potential impact on migration will be 

20 assessed as part of the inventory verification analysis conducted via shut-in tests prior to 

21 the upcoming withdrawal season. 

22 Because the pilot program has been terminated and future long-term service offerings of 

23 that type must be accompanied by substantial multi-year capital investments that are not 
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1 included in date certam rate base, exclusion of the associated revenues properly reflects 

2 the pilot program's non-recurring nature and synchronizes test year operating income 

3 with date certain rate base. 

4 Q63. Why did the Company adjust other post-employment benefits ("OPEB") expense as 
5 shown in Schedule C-3.30? 

6 A63. After the mitial budget for OPEB expenses was developed and incorporated into 

7 unadjusted test year expenses, the Company received an updated actuarial study. That 

8 study indicated that the calendar year 2007 OPEB expense woidd be $1,732,789 less tiian 

9 the 3 months actual/9 months estimated data used to develop the unadjusted test year 

10 expense level. As a result, DEO reduced that element of test year expense to more 

11 accurately reflect its ongoing cost of service. 

12 Q64. Please describe the adjustment shown in Schedule C-3.31. 

13 A64. The adjustment shown on Schedule C-3.31 reflects the accounting treatment of a storage 

14 migration credit that is built into the Company's current rates for storage service. 

15 Currently, $0,035 per mcf of seasonal storage injection and v^thdrawal fees is credited to 

16 gas cost. Because the test year gas cost revenues are set equal to test year expenses, that 

17 credit is not properly reflected in operating income. In order to reflect the income impact 

18 of that crediting mechanism, the Company showed the resulting credit amount as an 

19 addition^ operating expense. 
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1 VII. E SCHEDULES (TARIFF CHANGES) 

2 Overview of Tariffs 

3 Q65. Please describe Schedules E-1, E-2 and E-3. 

4 A65. Schedules E-1 and E-2 contain copies of the proposed and current rate schedules and 

5 other tariff sections, which have been underscored to highlight those items being changed 

6 between the present and proposed versions. Schedule E-3 contains the narrative rationale 

7 for all of the changes that are proposed. Because the scoring used in Schedules E-1 and 

8 E-2 does not reflect all of the changes on a single document, Schedule E-3 also includes a 

9 scored version of the proposed tariffs showing both deletions and additions with the 

10 coding required m the Standard Filing Requirements. 

11 Q66. What are the Company's overall objectives with regard to its proposed rate 
12 schedules and the related terms and conditions of service? 

13 A66. DEO has several objectives for its proposed tariff: 

14 
15 

16 
17 

18 
19 

20 

21 

Better align rates within a given customer class with the cost to serve that class 
and introduce uniform rates for the East OhioAVest Ohio systems. 

Better reflect the current cost associated with activities identified in the Rules and 
Regulations. 

Support other initiatives such as decoupling the link between gas usage and 
meetii^ revenue requirements. 

Increase the consistency of its terms and conditions applicable to similar services. 

Update provisions to reflect practices that may have changed since the tariffs were 
22 last updated. 

23 Q67. What are the principal changes proposed for DEO's General Sales Service ("GSS") 
24 and Large Volume General Sales Service ("LVGSS") rate schedules? 

25 A67. As with all of the proposed rate schedules, the West Ohio versions were deleted in order 

26 to provide uniform rates across DEO's system. The volumetric rates m the remaming 
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1 GSS and LVGSS rate schedules were updated to bring the sales class retum on rate base 

2 into greater alignment with the rate of retum requested by the Company. The 

3 reconnection fee for GSS accounts was also updated to reflect DEO's customer service 

4 labor rates applied to the standard schedulmg time allotted for reconnects. In addition to 

5 minor language changes and clarifications, references to transportation service that are no 

6 longer necessary due to the Energy Choice program were deleted. Finally, references to 

7 new tariffs that would be applicable to the sales rate schedules were added. 

8 Q68. What changes are proposed for the Energy Choice Transportation Service 
9 ("ECTS") and Large Volume Energy Choice Transportation Service ("LVECTS") 

10 rate schedules? 

11 A68. As explained in more detail in Schedule E-3, the primary changes proposed for the 

12 Energy Choice rate schedules are those needed to mamtain rate and rider parity with the 

13 companion sales rate schedules and to clarify and update certain terms of service. Such 

14 parity is important to support the competitive retail commodity market that has flourished 

15 on DEO's system. 

16 Q69. Are there more numerous changes proposed for the traditional transportation 
17 service rate schedules and the associated General Terms and Conditions of 
18 Transportation Service? 

19 A69. Yes. Those changes are described in considerable detail in the narrative rationale m 

20 Schedule E-3. However, while there are considerably more changes made to the rate 

21 schedules and terms and conditions of service, the underlying structure of DEO's 

22 transportation program remains intact. The principle change is a reduction in rates to 

23 better align the class's retum on rate base with die overall retum requested by tiie 

24 Company. References to several riders have been added based on their proposed 

25 applicability. The remaining changes are, for the most part, intended to update and 
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1 clarify the terms of service and to make them more consistent with those of other 

2 transportation-related programs such as DEO's Full Requirements and Energy Choice 

3 pooling services. 

4 Q70. Please describe the changes that DEO is proposing to its Firm Storage Service 
5 ("FSS") rate schedule. 

6 A70. As mdicated in the narrative rationale, there are a variety of changes proposed to the FSS 

7 rate schedule. Some of the more notable are highlighted below: 

8 • The proposed language enables pool operators to acquire storage service under 
9 the FSS rate schedule for their own account rather than doing so only as agent for 

10 an end use transportation service customer or as part of a pooling service 
11 agreement 

12 • The reference to advance nominations was deleted based on DEO's decision to no 
13 longer provide the type of storage service that requires advance nominations. As 
14 a result, the Seasonal Service described in proposed rate schedule effectively 
15 replaces the Enhanced Seasonal Service described in the prior version and reflects 
16 the follovmig changes: 

17 - In order to conduct storage operations hi a manner that is more consistent 
18 with the c^abilities of its storage facilities, DEO proposes to modify the 
19 operating parameters to match those of the storage capacity assigned to 
20 Energy Choice and Standard Service Offer suppliers. Those parameters 
21 reflect the fact that DEO's ability to inject and v^thdraw gas fi-om its on-
22 system storage changes throughout the storage season based on the level 
23 of inventory. 

24 - The proposed terms contemplate daily injection and withdrawal 
25 limitations in the event that the Company experiences operating conditions 
26 where daily storage management is necessary. 

27 - The proposed terms require tiie complete withdrawal of inventory by the 
28 March 31 end of the storage withdrawal season to avoid additional gas 
29 migration that may occur if large volumes of gas remain in storage at that 
30 time. 

31 - The proposed terms indicate that DEO may implement a storage 
32 operational flow order during which it could require the storage service 
33 customer to make winter period re-injections or withdrawals m order to 
34 support system operations and maintain system integrity. 
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1 The FSS rates were adjusted to: (1) bring the retum on rate base for the customer class 

2 covered by the rate schedule into greater alignment witii the system-v^de retum on rate 

3 base; (2) reflect an updated estimate of the cost associated with gas migration fi*om 

4 storage that accompanies the provision of seasonal storage service; and (3) reflect the 

5 applicability of the Gross Receipts Tax rider to the service. Despite the change in rates 

6 and the terms and conditions of service, DEO's Firm Storage Service continues to 

7 provide substantial value given its all-in rate compared to historical spreads between 

8 injection and withdrawal season natural gas prices. 

9 Rider Changes 

10 Q71. Did the Company propose to revise any of its existing riders? 

11 A71. Yes. A full explanation ofthe proposed rider changes can be found in Schedule E-3. 

12 The most significant change mvolves tiie applicability ofthe GRT Rider. 

13 Q72. Please describe the proposed change in the applicability of the GRT Rider, 

14 A72. The Applicability section ofthe proposed GRT Rider tariff states that it is "[ajpplicable 

15 to all rates, fees, charges and riders biUed by East Ohio pursuant to its Rules and 

16 Regulations, Rate Schedules, and Pooling Service and other agreements, as applicable, 

17 except for the cost of gas billed on behalf of an Energy Choice supplier under the Energy 

18 Choice Transportation Service or Large Volume Energy Choice Transportation Service 

19 rate schedules. Fmlher, this Rider shall not be billed to those Customers statutorily 

20 exempted fi'om the payment of gross receipts taxes." That coverage is much broader than 

21 the existing rider, which applies only to "gas cost charges billed by East Ohio under rate 

22 schedules GSS and LVGSS." Whereas tiie current GRT Rider applies only to SSO 

23 commodity costs, the proposed rider applies to all charges billed by the Company except 
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1 for those billed on behalf of Energy Choice suppliers or to customers that are not 

2 obligated to pay the tax. 

3 Q73. Why did DEO propose to change the GRT Rider's applicability? 

4 A73. By applying the GRT Rider to all rates and charges, DEO and its customers are assured 

5 that the amoimt of GRT expense included m the company's rates do not over- or under-

6 recover the resulting liability. In addition, applying the GRT Rider in the manner 

7 proposed will make prospective calculations of other riders and rates more 

8 straightforward because parties will not have to also consider the GRT implications. 

9 Q74. How did DEO reflect the GRT Rider's effect on the Other Revenues shown in 
10 Schedule E-4? 

11 A74. Most ofthe Other Revenues shown hi Schedule E-4 are derived from pooling and related 

12 services provided to marketers or, as in the case of commodity exchanges or firm receipt 

13 pouit revenues, are based on the total price that a market will bear for a particular service 

14 at a particular time. The Company recognizes that its charges for pooling services, while 

15 cost-of-service based when first ̂ proved, are better viewed as value-of-service based at 

16 the present time. Because the underlying value of its pooling and related services will not 

17 change as a result ofthe rate case, DEO concluded that the most equitable approach was 

18 to reduce each Energy Choice Pooling Service fee by the GRT Rider effect so that the 

19 total fee after its imposition would remain unchanged. DEO will seek approval to make 

20 sunilar changes to the Commission-approved contracts for non-Energy Choice pooling 

21 services upon approval ofthe proposed GRT Rider. 
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1 Q75. Do you have any other comments regarding the proposed GRT Rider? 

2 A75. Yes. Although a similarly applicable GRT Rider has been approved for Vectren Energy 

3 Delivery of Ohio, there does not appear to be a standard methodology that the 

4 Commission has settled upon to determine the appropriate rate. DEO calculated its 

5 proposed rate by dividing the adjusted test year GRT expense by adjusted test year 

6 revenues excludhig those applicable to customers statutorily exempt from payment of 

7 gross receipts taxes. Due to the portion of total revenues that are not subsequentiy 

8 received as a taxable receipt, the resulting rate is below the statutory rate of 4.75%, even 

9 t ho i^ the calculation factored in the tax-on-tax effect. DEO believes that it would be 

10 helpful for the Commission to establish a standard methodology that would enable parties 

11 to develop a proposed GRT Rider rate on a more consistent basis. 

12 New Riders 

13 Q76. Please describe the new riders that the Company has proposed in its Application. 

14 A76. The first ofthe two new riders proposed by DEO is an AMR Cost Recovery Charge, 

15 which would initially be set at $0,000 per mcf. The charge is intended to recover the 

16 depreciation, incremental property taxes and post in-service carrymg charges associated 

17 vrith the Company's proposed five-year AMR deployment that are not recovered in 

18 another manner, such as through the amortization of DEO's over-accrued deprecation 

19 reserve described previously. The amoimt to be recovered by the proposed charge is a 

20 function ofthe pace and cost of deployment, the magnitude of meter reading savings 

21 achieved as a result ofthe program, and amounts that are recovered in another manner. 

22 DEO proposes to hnplement the charge as an addition to the otherwise applicable 

23 monthly service charge for customers receiving service under the Company's sales and 

39 



1 Energy Choice rate schedules as well as the General Transportation Service ("GTS") and 

2 Transportation Service for Schools ("TSS") rate schedules. Further details regarding 

3 periodic updates ofthe rate and other provisions are contained in the Company's 

4 ^)plication filed in Case No. 06-1453-GA-UNC which, as indicated, DEO will request 

5 die Commission to consolidate with this proceeding. The other new rider proposed by 

6 the Company xmder the altemative regulation provisions of Section 4929.05, Ohio 

7 Revised Code, is die SRR. 

8 Q77. Please describe the SRR. 

9 A77. Simply stated, the SRR will provide the company the opportunity to collect the revenue 

10 requirement that will be ordered by the Commission in this rate case. The proposed 

11 mechanism will permit recovery of the difference between the Company's weather-

12 normalized actual base revenues and those approved in this case, as adjusted for customer 

13 additions. As such, it will enable DEO to promote energy efficiency by decoupling the 

14 link between gas consumption and the company's ability to meets its revenue 

15 requirements. The proposed rider will apply only to the company's sales and Energy 

16 Choice customer classes because gas consumption by the traditional transportation 

17 customer class is heavily influenced by market and economic considerations, which may 

18 outweigh broader energy conservation trends in the class. 

19 Q78. Has the Commission previously considered the merits of such a mechanism? 

20 A78. Yes. The Commission has already considered such a rider in Case No. 05-1444-GA-

21 UNC mvolvu^ Vectren Energy Delivery of Ohio ("VEDO"). In its June 27,2007, 

22 Supplemental Opinion and Order hi the case, the Commission noted the factors that it 

23 considered in approving the mechanism, such as: 
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1 The Commission continues to believe that it is in the public interest, in order to 
2 promote energy efficiency, to decouple the Imk between gas consumption and the 
3 company's ability to meet its revenue requirements. As we stated in the Opmion 
4 and Order in this proceeding, the Commission believes that the linking of gas 
5 consumption with the public utility's ability to meet its revenue requirements is 
6 coimterproductive to energy efficiency. Further, as we stated in the Opinion and 
7 Order, we continue to believe that recovering fixed cost, such as those related to 
8 the distribution system, through the SRR would eliminate the counterproductive 
9 impact of VEDO promoting conservation. (Opinion and Order at 16). Therefore, 

10 the Commission finds that the SRR, which would decouple the link between gas 
11 consumption by consumers and the company's ability to meet revenue 
12 reqiurements, is in the public mterest. (Supplemental Opinion and Order at 18-
13 19) 

14 Q79. Is approval of an SRR mechanism consistent with other policy statements regarding 
15 ene i^ efficiency obj ectives? 

16 A79. Yes, Approval of such a mechanism would be consistent with a resolution adopted by 

17 the National Association of Regulatory Utility Commissioners ("NARUC") Board of 

18 Directors on August 2,2006, supporting the National Action Plan on Energy Efficiency. 

19 One ofthe key elements of that plan was to "[mjodify prices to align utility incentives 

20 with the delivery of cost-effective energy efficiency and modify ratemaking practices to 

21 promote energy efficiency investments." Approval of DEO's proposed SRR and 

22 increased DSM spendii^ would also be consistent with the state policy to "encoiu-age 

23 innovation and market access for cost-effective supply- and demand-side natural gas 

24 services and goods," as stated in Section 4929.02(A)(4), Ohio Revised Code. 

25 Q80. What factors led DEO to propose an SRR mechanism? 

26 A80. Like other utilities, DEO's average weather-normalized use per customer ("UPC") 

27 declmed at a moderate rate of 1-2% per year until prices began to rise substantially, 

28 culminating in a year-over-year UPC decline of over 6% when prices reached their all-

29 time peak during the 2005-2006 winter in the aftermath of hurricanes Katrina and Rita. 

30 While the conservation rate has since declined, the potential for fiiture price-mduced 
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1 conservation remains and would be exacerbated should the Commission approve the 

2 Company's expanded DSM fimding, which over three years could increase 157% from 

3 $3.5 million to $9.0 million. Absent an SRR mechanism, DEO would be ill-served by 

4 continuing its current DSM spending level, much less uicrease it by such a large 

5 percentage. 

6 As noted in the Alt. Reg. Exhibit B included in the Application, moving to a straight 

7 fixed variable rate design would address the problem of declining UPC more effectively 

8 by permitting much greater recovery of fixed charges hi a demand rate rather than a 

9 usage charge. However, that rate design is inconsistent with the Commission's historical 

10 approach to calculating customer related cost, which significantly understates the amount 

11 of costs that do not vary with usage. Under the circumstances, the SRR represents an 

12 acceptable means to achieve an outcome consistent witii traditional rate of retum 

13 regulation withm the historical rate design approach utilized by the Commission. 

14 Changes to Rules and Regulations 

15 Q81. Please describe the general changes that DEO is proposing to its Rules and 
16 Regulations for gas service. 

17 A81. Each change proposed in the Company's Rules and Regulations is explained in 

18 considerable detail ui Schedule E-3. In general terms, the proposed changes are intended 

19 to: 

20 • Clarify the Company's and customers' rights and obligations in the rendition and 
21 receipt of gas service under the Company's tariffs. 

22 • Improve consistency with the newly enacted minimum gas service standards and 
23 strengflien credit and collection provisions where appropriate. 
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1 • Adjust charges to better reflect current costs and cost causality by customers. 
2 New charges described in the narrative rationale include the late payment fee, a 
3 retumed item fee, a collection fee and an mvestigation fee. 

4 Q82. Does DEO plan to ease the transition to a late payment fee? 

5 A82, Yes. As noted in the provisions ofthe late payment fee, late payment charges will not be 

6 assessed to PIPP customers or those participating m the PIPP arrearage-crediting 

7 program. In addition, late payment charges will not be assessed to customers 

8 participating in a short-term payment plan or the budget billing plan provided they make 

9 the minimum payment required under the plan by the bill due date. Those provisions 

10 ensure that customers on approved payment plans will not be charged additional amounts 

11 as long as they meet their obligations under the plan. 

12 To further ease the transition to a late payment fee, the proposed provisions will not take 

13 effect until 180 days after new tariffs are approved in this case. Until that time, the 

14 previously approved late payment charge provisions will remain in place. The 180-day 

15 period corresponds to the company's default 1/6 payment plan and affords customers 

16 ample opportunity to reduce or eliminate delinquent amounts and thus reduce or avoid 

17 any additional charges associated with the late payment fee. 

18 Q83. Please explain why the Company is not proposing to make any changes to the 
19 monthly service chaises currently in effect for the East Ohio division of DEO. 

20 A83. As indicated previously, DEO considered the option to completely modify hs rate design 

21 to provide greater fixed cost recovery in a demand rate using a straight fixed variable or 

22 sknilar rate design. The Company performed an assessment of its monthly service 

23 charges using the various accounts that Staff has used with few changes since 1978. The 

24 assessment revealed that, without a change to more accurately reflect the Company's 
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1 unvarymg costs that occur as a result of customer connections to the system regardless of 

2 usage, the accounts would not support an increase in the monthly service charges. Given 

3 the low probability that Staff would embrace a change m a methodology that it has used 

4 for nearly thirty years, the Company decided to concentrate mstead on obtaining approval 

5 of a mechanism that would hnprove the chances of obtaining its base revenue 

6 requirement. That ultmiately led DEO to seek approval ofthe SRR. 

7 Q84. Please describe the information shown in Schedule E-5. 

8 A84. Schedule E-5 is an exhibit that was included in the Company's pre-filmg notice which 

9 presents typical bills for each schedule of user at various consxunption levels under both 

10 current and proposed rates. 

11 Vni. F SCHEDULES (PROJECTED FINANCIAL DATA) 

12 Q85. Please describe the information presented in the various Section F schedules that 
13 you are sponsoring. 

14 A85. Section F mcludes projected financial data for operathig income, rate base and capital 

15 structure for a one-year period beguming nine months after the application filing date. 

16 Since the Company's Application was filed in August 2007, the period used for the 

17 forecast was the 12-month period beginning June 2008. The projected data is prepared 

18 imder two scenarios—one assuming no rate increase and the other assuming that 100% of 

19 the requested increase is granted. Schedules F-1 and F-1 A show projected operating 

20 earnings, while Schedules F-2 and 2A show the projected jurisdictional rate base as of 

21 May 31,2009, under the two scenarios. DEO combined Schedules F-2.1 and F-2.1A for 

22 the projected plant m service data because it concluded that capital spending would not 

23 be materially affected m the short term by the rate case outcome due to the capital 
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1 budgetuig process m place within Dominion. Schedules F-3 and F-3 A display the capital 

2 structure information, and Schedules F-4 and F-4A show the resultmg changes in 

3 financial position imder the two sets of assumptions. 

4 Q86. What are some ofthe major assumptions used to prepare the schedules in Section 
5 F? 

6 A86. For the most part, the forecasts reflect the general assumptions used in the latest plans for 

7 2008 and 2009. The major non-tax differences from those plans involved how the 

8 volumes were priced {i.e., at either current or proposed rates) and the level of other O&M 

9 and depreciation expense. The latter differences are caused by expense levels that will be 

10 affected by the rate case outcome such as the treatment ofthe over-accrued depreciation 

11 reserve, the level of DSM and GTI spending, and the amortization of several regulatory 

12 assets and liabiHties. Some expenses, such as those related to the PIPP and uncollectible 

13 expense adjustment mechanisms, were not deemed to be affected by the rate case and 

14 thus are the same under both scenarios. Certain taxes, such as property taxes and the 

15 Senate Bill No. 287 excise tax, remain xmchanged as well. The level of revenues and 

16 earnings affects others, such as the gross receipts tax and the federal income tax. With 

17 regard to financing, items such as long-term debt retirements are identical under both 

18 scenarios, while earnings affect short-term borrowhig requirements. 

19 DL G SCHEDULES (ALTERNATFVE RATE PLAN) 

20 Q87. What is the purpose ofthe Section G schedules? 

21 A87. Pursuant to Rules 4901 :l-19-05(C)(2)(h) and (i), Ohio Administrative Code, a company 

22 filii^ an altemative rate plan under Section 4929.05, Ohio Revised Code, is required to 

23 submit the projected financial data contained in Section F throughout the proposed term 
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1 ofthe rate plan under the assumptions that the plan is adopted and not adopted. Section 

2 G thus fulfills a purpose that is similar to Section F in that it exammes projected fmancial 

3 outcomes under scenarios where a company's request is granted and not granted. In the 

4 case of Section G, however, the difference is whether the altemative rate plan is adopted, 

5 not whether the requested rate relief is granted. 

6 Q88. How did the Company approach the task of projecting financial outcomes under 
7 those scenarios? 

8 A88. In developmg the financial projections under the two scenarios, DEO first had to 

9 determine the term of its proposed altemative rate plan, which is comprised ofthe SRR 

10 mechanism. In examming a recent longer-term financial forecast, it appeared that the 

11 Company would likely file its next rate application by 2010 for rates to be effective in 

12 2011 regardless of whether the SRR is approved. Unplanned events could delay or 

13 expedite the Company's next mte case filing, and approval ofthe SRR would generally 

14 lead to fewer rate cases over time. However, as a simplifying assumption, the Company 

15 determined that 2008 through 2010 is a reasonable term over which to consider the 

16 effects of its proposed rate plan. 

17 After determinii^ the period in question, the Company then considered the appropriate 

18 perspective that should be used in developing the altemative scenarios. Because the 

19 information is being presented in the context of a base rate proceeding, DEO concluded 

20 that die most appropriate perspective was that ofthe ratemaking process. Thus, certain 

21 items such as interest expense were calculated based on the rate setting process rather 

22 than a projection based on financial modeling. Such a view provides a better 

23 understanding ofthe resulting impact of rate plan approval from a regulatory perspective. 
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1 Another outcome of that decision was to use the workmg capital allowance proposed for 

2 this case throughout the proposed term ofthe rate plan. That simplifying assumption was 

3 necessitated in part by the absence of projected lead-lag study results and was also 

4 intended to provide a consistent regulatory perspective over the forecast horizon. 

5 The assumptions listed on Schedule G-1, page 2 of 2, provide additional details into the 

6 Company's approach in developmg the financial forecast over the 2008 tiirough 2010 

7 period. As noted in the tlurd assumption in the aforementioned schedule, the plan 

8 volumes do not reflect the incremental impact ofthe proposed expansion of DEO's DSM 

9 program. Without any knowledge of the program that the proposed DSM stakeholder 

10 group will design, DEO was unable to estimate the potential unpact on weather-

11 normalized use per customer. The other assumptions listed on the schedule are mtended 

12 to highlight other elements ofthe financial forecast that influenced its outcome. 

13 Q89. What was the difference in the projected income under the two scenarios? 

14 A89. Based on the assumptions set forth on Schedule G-1, page 2 of 2, and the footnotes 

15 included in the other schedules in Section G, the net income under the two scenarios over 

16 the proposed term ofthe rate plan are as follows: 

17 

18 

19 

Scenario 

Altemative Rate Plan Adopted 

Altemative Rate Plan Not Adopted 

2008 

$81.5 million 

$81.5 million 

2009 

$72.4 million 

$70.7 million 

2010 

$61.7 million 

$58.5 million 

Given the probable tinting of rates being approved in the case, DEO made the simplifying 

assumption that the SRR would remain at $0,000 per mcf m 2008. While a regulatory 

47 



1 asset would be established to track the impact ofthe SRR mechanism, the relatively 

2 minimal adjustments expected for the last several months of 2008 were not reflected in 

3 the projections developed for Section G. The above net hicome figures do not reflect the 

4 typical test year adjustments that would be included in a base rate application. Hence, 

5 returns on rate base that would be calculated using the uiformation presented on 

6 Schedules G-1 and G-1 A are not indicative ofthe returns that would be utilized in the 

7 rate setting process. Furthermore, because the plan volumes do not reflect the 

8 incremental impact ofthe proposed expansion of DEO's DSM program, the difference 

9 between the two forecasts understates the effect ofthe altemative rate plan. 

10 X. S SCHEDULES (BUDGETING, MANAGEMENT POLICIES) 

11 Q90. Please describe the information shown in Schedules S-1 and S-2.1,2.2 and 2.3. 

12 A90. Schedule S-1 displays the Company's most recent five-year capital expenditures budget 

13 for projects by functional area. DEO's long-term capital budgeting process is performed 

14 by major categories and, with few exceptions, does not include a forecast of projects' 

15 start and completion dates or AFDC recognition. Many ofthe budgeted amounts 

16 represent the accumulation of smaller capital expenditures needed to mahitain the 

17 perforaiance of plant and equipment or extend its useful life. As a result, the schedule 

18 displays the aggregation of expenditures by categories within each functional area. 

19 Schedules S-2.1,2.2 and 2.3 reflect the Company's most recent fmancial forecast 

20 utilizh^ current rates to derive the income statement, balance sheet and statement of 

21 changes in financial position as required by the Standard Filing Requirements. Because 

22 those requirements indicate that schedules are to be based on a company's most recent 

23 five-year financial forecast, the underlymg assumptions and resulting projections differ 
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1 from the data presented in Section G, which was developed expressly to meet the 

2 altemative rate plan provisions set forth in Rules 4901:l-19-05(C)(2)(h) and (i), Ohio 

3 Administrative Code. 

4 Q9L What is Schedule S-3? 

5 A91. Schedule S-3 is the Company's proposed notice for newspaper publication that discloses 

6 the substance of its Application. The proposed notice includes all ofthe information and 

7 disclosures reqmred by Rule 4901-7-01, Appendix A, Chapter II, (B)(7), Ohio 

8 Administrative Code, 

9 Q92. Please describe the information contained in Schedule S-4.1. 

10 A92. Schedule S-4.1 is an executive summary ofthe corporate processes used by the board of 

11 directors and corporate officers. This schedule discusses various elements of DEO's 

12 processes, including policy and goal setting, strategic planning, the structure ofthe 

13 Dominion organization, the processes through which decisions are reached, how control 

14 is maintained ofthe corporation, and communication methods within and without the 

15 Company. 

16 Q93* Please describe the information contained in Schedule S-4.2. 

17 A93. Schedide S-4.2 is an executive summary of DEO's management policies, practices and 

18 organization that it utilizes to meet the corporate goals that are detemiined by senior 

19 management. This schedule describes how these policies are implemented and 

20 manifested in the context of various functional areas of DEO's operations. 
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1 Q94. In your experience, have DEO's management practices and procedures been 
2 adequate and efficient to carry out the Company's corporate goals and objectives? 

3 A94. Yes. Those goals and objectives focus on providing adequate, safe, cost-effective and 

4 efficient gas service to customers. DEO's long-standing efforts to manage its costs were 

5 instrumental in its ability to provide stable base rates in the thirteen-year period since 

6 1994. The Company's Application in this proceeding seeks to expand benefits to 

7 customers in such areas as system-wide AMR deployment and expanded DSM programs, 

8 while ensuring that investors m the company receive an appropriate retum on thek 

9 investment in the used and usefiil rate base needed to provide service. The Commission's 

10 approval ofthe requested rate relief will support the continued financially stability ofthe 

11 Company and ensure that customers will continue to receive the safe, cost-effective and 

12 high-quality gas service that they deserve. 

13 Q95. Does this conclude your testimony? 

14 A95. Yes. 

15 
16 C0I-1381363v3 

50 





il 
1 i 

Is 

ft 
of 
s 
g 

J 
c j 
^ 
?• 

i 
•rf 

^ 
«> 

1 
c Q 

" 
s' 

^ N 
P ) 

uf 
g 
|C 
•V 

flO 

to 

^ 
^ «• y m 

a 

5 
t o 
r* 

OD 
h . 
P5 

-
g 
i n 
r-

^ CO 
e& 
CD 

s. 
f ? 
id 

1̂  6 S 5 S 

I 
^ CM eo 

W. 

trt CM 

ee 

» E S 



Jg 

T- 9-

lU 
3 

t 

is 
II 

ili 

ffS 

l i 

90 
ffs 
CN 

s." 
M 

1" 

CO 
h -

t lO 
00 
X— 

i 

tfi 
Oi 
t ^ 
^-T 
C*> 
1 - ^ 

§ 
i 

CO 
^J" 
to 

s CO 
• CM 

h-
V -

i*w 
CM 

i" 
r̂_ 
T -
T^ 
O 

"^ 

«* 

2 S 
f1 

I 
T - CM 

Cs| 

+ 

CO 

I 
12 

i 
*6 

g .g 
43 

V 

lO <o 

O) 

I 

•? 

1 

<0 



M i 

PI* 

If 

E 

i i 

rsi 
CM 
• * . 

t ^ 

ff 
s 

ea 
o 
^ • _ 

40 

^ 
<M 

^ U 

^. lO 

S 
a 

ffi 

g 

1 - N CO - ^ 

0.. 

I 

«> K « <n ^ ; ; 

j l 

<o 
N. 

i 
"̂ CM 

M 

in 

^ to 

S 

(A 

<a 

^ 
^̂  m (O 
S 

# 
g 
-̂

^ 
rjjj' 
I n 

o 

s 

a xf 

It 
l l 

n 
& $ 

& 



« 
c 

» 3 

i S g I< 

CQ 

^ 

o i l 
ej"Sa. 

CO CO 

gs^ 

l l 
l-i 

CO 
1**-
eo_ 

E" N -

III 

l l 

?3 

1 
i 
i 
i 
?• I 8 

CD 

§ 

i" 
S 

CO 
T -
CM 

?• 
CM_ 
T~" 

ca 

«a-

f ^ 
CM 
T -

s 
rs; 
V 
1 ^ 

o * X— 

«* 

CD 

S 

v> 

C5 

i 

u3 
1 
i 

1 
CM 

^" 

i 
Ij 
?• 

3" 
CO 

CM 
N. 

^. 

i 
C3 
00 
I C 

4̂̂  
!=: 

*-
o 
^ 
Y -

S 

CD 
oo iXi 

CM" 

hi 

^ g 

GO 
09 
co' 

i 

3 
O) 
CM 
o> CO 
CD~ 

-* 

» 

Ri 
V -

of CD 
N . 

^ 
s. 
q 
IT" 

C/> 

o 

oO 

^ CM CO 

I d3 

£ 
Q 

1 
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T-^ CÔ  «3 h i 
OS CO h«. ^ 
O CM ^ lO 
lO ^ - T -

I 

3 
c 

I 
c: 

a. 
O 

I 

CD 

^ CM CO ^ U> 

c a 
« £ f 

cn I i S c . s 
0( TO „ S W 

«o o) g ^ p! 

CM CO CO 
h- CM CO 
' t O) CD 

• r " co' h-" 

CO 

? § g 

_̂ 
? 
y -^ 
Oi 
h*^ 
^M 
^3 
^3 

* 

CD 

s 
CM' 
T -
1 ^ 

^" 

h^ 

s CO 
^5 
t o 
K 
o 
o 

i 
CM' 
o> CO 
CO 

'^ 

tf> 

s 
c» 
o> T -

^" 

ogg 
^ f O ) CO 

CO 1 - ^ 
00 l O CM 
T - ? * CD 

StS-

te 
CÔ  
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S to a o ta N 

1 - T^ ^ CM" ^ " Q " 

ii§lii§i§ggiii 
llisp'ii'lillli 
o ' o i o f ^ T-" » Cii * - en" p ' Q " isT 
CM «- 1 - <- "^ O h-

' I • I • 

l i t ! I t I 

l i t * 

iiiiiliiiigiii 

sliiiliiiiliii 
oc^SootCD^or^^^oSo 

i gs^s? 

il§g§i§g§i|s§§ 

^ ^ 3B 

sgsiissss £2 S3 

o 

ff S S S Ja s a 
c tt a a CB ra a 

C S C J o 
O O n 
lU UJ GJ 

? 
o o 
UJ LiJ 
UJ Q 

o 9 o 
LDUJUJ 

& 9 <D 

222 
n n ' v i o t o r ^ i i a m » » ' ^ to 

1 s 
c 

1 "̂  
1 ? 

Sl 
s 

s 

c 

•5 



ig 

On. 
S O 

?e 

g 
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ŝ l̂ i l l 
W K — 

§S I I I I S g t £" 

I 

is.p.is t u n I i 

o w o ^ n « 

to CD r- ?• 

^ XH 

^u 

(C in 

as 

<0 O V O PI 

1 ^ C4 i n n <D 

e ir- ^ 3 * 
_ CQ O CO 01 

(o l o S n X 
* • « m * K 

CN ^ ^ to A 

fc «H "^ » 

N O 5 h; Ifl f 
0 r^ d CO K rt 
iS^ 00 lO t ^ o aj_ 

n a ^ eo S S 

«8 a 

I 

l l 

cc 

i 1 

II ^ 
'ill 

i I 

S.5 

Ir IP 

ill 
E S 

1 

I! I 
iS f i l l 

a i l l 

1 111 Si •9 

UJ b 

K- I -



it 

III 

O u. u. CO H 
a tM •»- T- « 

!-|t 

« i^ « 

0. £ 

IS IS 

s 
-s 

I 
s si 
ir « 
fetfi 

I 
I D. CO I- D 

9 w m « &SS £^&SS8& 

I I I * 

**• (O ' I 

h> o Cb o> I 

i sis 
8 *S"8 

£? 

^i 

^- »- 1^ CM SO 

09 hb Ql (0 4 •*( 
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If î l 
illiillH 
£•5 b £ toS-alc 

s o 

i| 
ti 
fill 



I 
1 

i. 
9S 

i 

I 
S 

I I III 
00 CM CM v> <0 

Si 

f .1 
S S 

Segals! 
K 1 - S V ?^ , 

T lO 

^ 

5^ eo. ^_ ^ • * 
lO-M- c»t 

lO 

B 
g 
CO* 

^ n 
^. 
iC 

08 

il r>j 

s. 
4 

l l § 

11 illillllS II Si sssss 
i.i 

SE^S^S 3! S 3 3 S 1 1 

i 
3 „ 

I 
I 

C'ffrsj- =rs?5?r-s?JcoPWSo 
II 

a 

L i 
U I 

ii§il 
a CO 

llf^^si 
tpl 

§ 

I 

I 5 
ESS £S£Essi£££ s gg^g Easssss s^gs s 5 s: s 

c 



5 
3 

CO o * 

co" 

s" 
CM 

^ "a> « 

q o CM 
d uj id 

«> 

8 

O 

CO 

si CO 
—1 

«? 
CO 
CO 

CO CO 
CO CO 
CO CO 

o 
i6 
N 

o o o' 
d lO d T - T - ^ 

GD 

t 
i l o 

o 

8 

1< 

CM CM 
(d id 

CM 

C4 51 oi* 
CO 
CO 

g CO O) 
iq Sĵ  N 
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WPB-5.1e 
( \ 9-JU1-07 

Dominion East Ohio 
Working Capital Requirements From Supplier Billings 

Twelve IMonths Ending December 31,2006 

(OOP's) 

CCS Billing $47,410 

SBSBUIing (1.387) 

Total Working Capital S46.Q23 

• o 
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ocs 
CCS Siipplier BiUiae Cash Woikmg O^tal RequiiemcDls 

WPB-S.lf 
9-M-ff7 

BiUDftte 
1/3/2006 
l/4/2fi06 
VSJTXm 
1/6/2006 
1/9/2006 
1/10/2006 
l/n/2006 
1/12/2006 
1/11/2006 
1/17/2006 
1/18/2006 
1/19/2006 
1/20^06 
1/23/2006 
L/24>2006 
1/25/2006 
1/26/2006 
1/27/2006 
1/30/2006 
1/31/2005 
2/1/2006 
2/2/2006 
2/3ŷ Z006 
2/6/2006 
2/7/20D6 
2/8/2006 
2/9/2006 

2/10/2006 
2/13/2006 
2/1*2006 
2/15/2006 
2/16>/2006 
2/17/2006 
2/20/2006 
2/21/2006 
2/22/2006 
2/23/2006 
2/24/2006 
2/27/2006 
2/28/2006 
3/1/2006 
3/2/2006 
3^/2006 
3/6/2006 
3/7/2O06 
3/8/2006 
3/9/2006 
3/10/2006 
3/13/2006 
3/I4/20D6 
3/15/2006 
3/16/2006 
3/17/2006 

100% 
SS^94436.12 

S11,160;Z07.8K 
$6,871,623.54 

S10,101,932.64 
$5,979,696.33 

$10,097398.92 
$6,327^70.«« 

S12,266,746.(» 
$5,259^19.16 
$9,326,216.00 
$6,250,231.10 
$9,2*8,587.35 
$6,851,973.57 
$9,778^48.81 
$6,161,508.32 
$8,832,745.65 
$5,869,610.76 
$9^36,243.28 
$6,142,259.20 
$732,578,02 
$4,746,026.20 
$8,452,361.61 
Mv«5,352.15 
$6,387,838.51 
$3,985467.18 
S7,243.224J7 
$5,620,339.05 
$7,063,675.19 
$6,384,183.57 
$7,153,696.28 
$5,247,157.26 
$9,569,982.49 
$5,235,721,79 
$8,49S;24U6 
$5,626,548.06 
$9,919,576.33 
$6,786,427.78 
$8,815,274.97 
$6,336,385.16 
$7,677,098.89 
$6,756,268.81 
$9,734,994.55 
$6,418,313^4 
$9,813,071.61 
$5^80,915.34 
$9,319333.97 
$4,546340.85 
$9,979,641.40 
$7,158,93537 
$8,588,032,93 
$5,162367.11 
$8,719382.32 
$4,139,641.58 

AmtPaid 
S83I0.590.76 

$11,048,605.80 
$6,802,907.30 

$10,000,913.30 
$5,919,89937 
$9,996,424.93 
£6,264,196.17 

$12,144,078.63 
$5,207319.96 
$9,232,953.84 
$6,187,728.79 
$9,156,101.48 
$6,783,453.84 
$9,680,76332 
$6,099,893.24 
$8,744,418.19 
$5,810,914.64 
$9;242,880.84 
$6,080,836.61 
$7,219,652.24 
S4,698.565S4 
$8367.837.99 
$4,450,398.62 
$6323,960.12 
$3,945,513.5] 

. $7,170,792.13 
$5364,135.66 
$6,993,038.43 
$6320,341.73 
$7,082,159.32 
$5,194,685.69 
$9,47432.67 
$5,183,364.56 
$8,410,288.85 
$5370,282.58 
$9320380.57 
$6,718,563.50 
$8,727,122.23 
$6.273,<ai3I 
$7.600327.90 
$6,688,706.12 
$9,637,644.61 
$6354,130.41 
$9,714,940.89 
$5,426,106.19 
$9,226,635.63 
$4300.877.44 

. $9,879,844.98 
$7.087346.02 
$8302,152.60 
$5,110,743.44 
$8,632,188^0 
$4,(»8,245.15 

DatePymt 
Rojuasted 
1/19/2006 
1/19/2006 
1/19/2006 
1/19/2006 
1/26/2006 
1/26/2006 
1/26/2006 
1/26/2006 
1/26/2006 
2/2/2006 
2/2/2006 
2/2/2006 
2/2/2006 
2^/2006 
2/9/2006 
2/9/2006 
2/9/2006 
2/9/2006 
2/16/2006 
2/16/2006 
2/16/2006 
2/16/2006 
2/16/2006 
203/2006 
2/23/2006 
2/23/2006 
2/23/2006 
2/23/2006 
3/2/2006 
3/2/2006 
3/2/2006 
3/2'2006 
3/2/2006 
3/9/2006 
3/9/2006 
3/9^2006 
3/9/2006 
3/9^006 

3/16/2006 
3/16/2006 
3/160006 
3/16/2006 
3/16/2006 
3^/2006 
3/23/2006 
3/23/2006 
3/23/2006 
3/23/2006 
3/30/2006 
3/30/2006 
3/30/2006 
3/30/2006 
3/30/2006 

DaysUtua 
Supplier Paid 

16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
iS.Q 
14.0 
13.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
iJ.0 
17.0 
16.0 
15.0 
14.0 
13.0 

Days Until 
Recovered 

From 
Customer 

33.33 
3333 
3333 
33.33 
33.33 
3333 
33.33 
3333 
33.33 
33.33 
33.33 
33.33 
33.33 
3333 
3333 
3333 
33.33 
33.33 
3333 
3333 
33,33 
3333 
33.33 
3333 
33.33 
3333 
3333 
33.33 
3333 
3333 
33.33 
33.33 
33.33 
33.33 
3333 
3333 
33.33 
3333 
33.33 
3333 
33.33 
3333 
33,33 
3333 
3333 
3333 
3333 
33.33 
33.33 
33.33 
33.33 
33.33 
33.33 

Avg Daily 
BilUngs 
22,998.73 
30375.91 
18,826.37 
27,676,53 
16382.73 
27,664.11 
17,335.54 
33.607.52 
14,410.74 
25351.28 
17,123.92 
25338.60 
18,772.53 
26,790.54 

- 16.880.84 
24,199.30 
16,081.13 
25,578,75 
16,828.11 
19,979.67 
13.002.81 
23,157-16 
12316.03 
17300.93 
10,918.81 
19,844.45 
15398.19 
19352.53 
17,490.91 
19,599.17 
14375.77 
26,219.13 
14344.44 
23,27463 
15v415.20 
27,176.92 
18392.95 
24,151.44 
17359.96 
21,033.15 
18310.33 
26,67.1.22 
17,584.42 
26,885.13 
15,016,21 
25.533.79 
12,455.73 
27341.48 
19.613.52 
23,528.86 
14,143.47 
23,888.72 
11341.48 

CWC 
Requirements 

398,588.40 
560,483.62 
363,930.37 
562,68839 
267,54432 
479.443.54 
317,775.78 
649,663.28 
292.983.09 
442,82632 
313,896.68 
489,817.55 
381,662.21 
43731339 
292,560.03 
443.594.72 
310362.43 
520,038.68 
274,817.94 
346,26535 
238353.08 
447.648.37 
250395.89 
285,805.69 
189,232.75 
363,766.40 
297.660.67 
393,454.22 
285,642.16 
339,670.99 
263,520.69 
506,839.07 
291,63517 
380,095.44 
267,159.11 
498,177.11 
359,41829 
491,020.19 
283303.55 
364.523.13 
339.310.71 
515,57833 
357306.89 
439,058.01 
260.244.19 
468,057.08 
240,780.29 
555,876.64 
320306.23 
407,775.99 
25936239 
461,790.15 
230,58X44 

http://S83I0.590.76
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CCS 

CCS Siqiplier Billing Cash Workmg Cf^t&l Kequiremeots 

WPB-S.lf 
9-JU1-07 

• 

BmOate 
3/20/2006 

^mmm 
3/23mQ6 
3/23/2006 
3/^4/20U6 
3/27/2006 
3/28/W06 
3/29/2006 
3/3Ca006 
3/31/2006 
4/3/?<m6 
4M/2006 
4/5/2006 
4/6/M06 
4rr/2006 

4/10/2006 
4/11/2006 
4/12/2006 
4/13/7.006 
4/17/2006 
4/18/2006 
4/19/^K}6 
4/20rtl006 
4/21/2006 
4/24/2006 
4/25/2006 
4/26/2006 
4/27/2006 
4/2&7.n06 
&'l/2O06 
5/2/2006 
5/3/2006 
5A1/2006 
5/5/2006 
5/8y2006 
5/9/2006 

5/10/2UU6 
5/11/2006 
5^2/7.006 
5/I5/2(JU6 
5/16/2006 
5/17/2006 
5/18/2006 
5/19/2006 
5/12/2006 
5/23/2006 
5/24/2006 
S/25/2006 
5/26/2006 
5/3Qffflnfi 
5/31/2006 
6/1/2006 
6/2/7006 

100% 
$8,212,67938 
44,476.19136 
$9,618,641.75 
$5,629,158.87 
$7,705,745.63 
$6346,820.70 
$7.95.7,686,76 
$5,139,689.60 
$7354373.02 
$4367.116.84 
S7.823.727.60 
$4354,106.22 
$5,469,904.55 
$3,126,023.55 
$5,078,224.41 
$4,225,73Z48 
$5319,973.91 
$4303,762.82 
$5,269,072.58 
S3.06S365.62 
$6,033/142.80 
$2,802,067.72 
$4,718,070.49 
$2399/435.90 
S6.042.211.67 
$2348,996.36 
$3,785,702.65 
$1,670380.50 
$2.986322.67 
$1348,260.43 
$3,201,192.35 
51,95630033 
$3311,724.77 
$1,299,978.92 
S2.43833I.76 
$1,631,487.66 
$2,716,195.94 
$1375,237.86 
$2,437336.72 
SI./0/,053.06 
$2,585,937.05 
$1,190,101.22 
$3,235,095.22 
$1321,721.08 
$3,725324.48 
$1329^23.41 
i3,160,18].47 
$2326,629.73 
$3.048319.65 
$1382337.97 
$2.075332.62 
$1,929359.15 
$2,767,089.49 

AmtPaid 
$8.130352.59 
$4,431,429.45 
19,522,455.33 
$5,572,867.28 
$7,628,688.18 
$6383352.49 
$7,878,109.89 
$5,088,292.70 
$7.776,02'7.29 
$4,323,445.68 
$7,745,490.32 
$4,211,565.16 
$5/415.205.50 
$3,094,763.31 
$5,027,44ZJ6 
$4,183,475.16 
$5,464,774.17 
$4,458,725.19 
$5316381.85 
$3,034,711.96 
$5,973,10837 
$2,774,047.04 
$4,670,889.78 
$2,573,441.53 
$5,982,789.55 
$2,325,506.40 
$3,747,845.62 
$1,653,676.70 
$2,956,657.44 
$1,532,777.83 
$3,169,180.43 
$1,936,935.33 
$3,278,607.52 
$1,286,979.12 
$2,414,443.44 
$1,615,172.78 
$2,689,033.98 
$1361,485.48 
$2.41236436 
$1,689,982.53 
$2,560,077.68 
$1,178,200J21 
$3302,744 JS7 
$1308.503.86 
$3,688,269.24 
$l3n,327. l8 
$3.128379.66 
$2303,363.42 
$3,018,034.44 
$1368,712.59 
$2,054,579.29 
$1,910,065.57 
$2,739,418.61 

DatePynit 
Requested 
4/6/2006 
4/60006 
4/6/2006 
4/6/2006 
4/6/2006 
4/13/2006 
4/13/2006 
4/13/2006 
4/13/2006 
4/13/2006 
4/20/2006 
4/20/2006 
4/200006 
4/20/2006 
4/20^006 
4/27/2006 
4/27/2006 
4/27/2006 
4/27/2006 
5/4/2006 
5/4/2006 
5/4/2006 
5/4/2006 
5/4/2006 

5/n/?.(m 
5/11/2006 
5/U/2006 
5/11/2006 
5A1/2006 
5/2S/ZO06 
5/18/2006 
5/18^2006 
5/18/2006 
5/18/2006 
5/Z5/2006 
5/250006 
5/25/2006 
5/25/2006 
5/25/2006 
6/1/2006 

6/inoo6 
6/1/2006 
6/1/2006 
6/1/2006 
6/8O006 
6/8/2006 
6/8O006 
6/8/2006 
6/8/2006 

6/15/2006 
6/15/2006 
6/1^:2006 
6/15O006 

Days Until 
Supplier Paid 

17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.D 
17.0 
16.0 
15.0 
14.0 
17,0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13,0 
17.0 
16.0 
15,0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
16.0 
15.0 
14.0 
13.0 

Days Until 
Recovoied 

From 
Customer 

3333 
3333 
3333 
33.33 
33.33 
3333 
33.33 
3333 
33.33 
3333 
3333 
33.33 
3333 
3333 
33.33 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
3333 
33.33 
3333 
3333 
33,33 
33.33 
33.33 
33.33 
3333 
33.33 
3333 
33.33 
33.33 
3333 
3333 
33.33 
33.33 
3333 
33.33 
3333 
33.33 
33.33 
33.33 

AVE Daily 
Billings 
22.500.49 
12363.54 
26352.44 
15,422.35 
21,111.63 
17388.55 
21,801.88 
14,081.34 
2131938 
11,964.70 
21,434.87 
11,655.09 
14,986.04 
8,564.45 

13.912.94 
11,577.35 
15,123.22 
I2339.O8 
14.435.82 
8398,26 

16,529.98 
7,676.90 

12.926.22 
7.121.74 

16,554.00 
6.435.61 

10371.79 
437638 
8.182.25 
4341.SI 
8.770.39 
5360.27 
9,073.22 
3361.59 
6,681.73 
4,469.83 
7,441.63 
3,767.77 
6.677.36 
4.676.86 
7.084.76 
3360.55 
8,863.27 
3,621.15 

10306.92 
5.012.67 
8,658.03 
6374.33 
8352.11 
3,787.78 
5.685.84 
5,285.92 
7381.07 

CWC 
Reqoiiemcnts 

367,453.01 
212,538.00 
483,063.69 
298,127.78 
429318.22 
283,970.46 
377,845.97 
258.123.49 
415,988.59 
243,253.05 
350,050.47 
201.992.98 
274,707.42 
16535839 
282,862.50 
189,068.40 
262,098.77 
226,186.23 
279,057.13 
137,151.08 
286,479.24 
140,72436 
249,875.32 
144,791.34 
270341.60 
111.534.78 
190,124.09 
88,465.58 

166352.49 
69372.51 

151,998.65 
98358.60 

• 175393.37 
72.410.21 

109,118.60 
77,466.11 

136,411.74 
72,834.44 

135,756.68 
76377.24 

122,785.17 
59.768.80 

171334.97 
73,621.27 

166.688.01 
86373.97 

158,709,41 
123321.42 
169,805.79 
65,645.51 

104326.55 
102.181,44 
154,129.83 

http://S7.823.727.60
http://S3.06S365.62
http://S6.042.211.67
http://S2.43833I.76
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CCS 

CCS SisppUex Binins Cash Woiktiig Capital Raquiremeots 

WPB-S.lf 
9-Jttl.07 

K. 

' 

Bill Date 
6/5/7,006 
6/6O006 
6^2006 
6/8/2006 
6/9/2006 

6/120.006 

6fnr?im 
6/14O006 
6^50006 
6/16/2006 
6/19/2O06 
6000006 
6OIO006 
6/22O006 
6/23/?n06 
6060006 
6070006 
6080006 
6090006 
6OQO006 
7^/7.006 
7/SO006 
7/6O006 
7/7/2006 

7/10O006 
7/11/2006 
7/12/2006 
7/13/2006 
7/14O006 
7/17/2006 
7/180006 
7/19O006 
7/20OU06 
7010006 
7/24O006 
7/25/2006 
7/26O006 
7070006 
7/28O006 
7/31/2006 
8/1/2006 
8/2O006 
8/3O006 
8/4/2U06 
8/7O006 
8/8O006 
S/9O006 

8^00006 
&/ll/'^H)6 
8/140006 
8/15O006 
8/16O006 
8*17/2006 

100% 
$2,187,915.88 
$2^31,71933 
$1388,18335 
$2.085398,91 
$1,442.74734 
$2,075,667.58 
$1,463,059.71 
$1,832,162.09 
$132438433 
$2,096,824.55 
$1342386.78 
$1.947317.67 
$1335373.73 
$1,906,65438 
$1,197,088.65 
$1300.09633 

$849,645.91 
$1388349.10 
$1,055,951.74 
$1368,611.64 

$827389-73 
$1379,226.79 

$844,973.45 
$1,114396.92 
$1349.194.93 
Sl.442,343.29 

$905,945.80 
$953364.98 
$834,027.65 

$1,694,765.04 
$985.03730 

$1325,806.77 
$664,660.75 

$1366,993.80 
$771,648.08 

$2,103,562.18 
$978,982.24 

($523,067.18) 
$649,972.72 

$1336.60734 
$901,240.87 

$1.76531934 
$914^50.99 

$1,092,004.18 
$548,782.21 

$1,08138039 
$812,72230 
$765,716.78 
$819364.16 

$1,143,685.07 
$772348.78 

$1340,775.63 
$409315.01 

AffltPaid 
$2,166,036,72 
$2,407,402.14 
$1374301.52 
$2,064,742.92 
$1,428319-87 
$2,054,910.90 
$1,448,429.11 
$1,813340.47 
$1312,041.49 
$2.075356.31 
$1,526,962.91 
$l,92*/,745.49 
$1322.920.99 
$1,887388.04 
$1,185,117.77 
$1,782,09537 

$841,149.45 
$1372,960.61 
$1,045392.22 
$1355,925.51 

$819,016.83 
$1366,434.52 

$836,523.72 
$1,103,252.95 
$1336,702.98 
$1,427,919.86 

$896.88634 
$944,02934 
$825,687.38 

$1,677317.39 
$975,186.93 

$2312,548,70 
$658,014.14 

$1,551323.87 
$763,931.60 

$2.082326.56 
$969,192.42 

($517336JiO> 
$643,473.00 

$1323341.27 
$892328.46 

$1,748,161.15 
$905307.48 

$1,081,084.13 
$543394.39 

$1,070,467.59 
$804,595.08 
$758,059.61 
$811.07133 

$1,132,248.22 
$764,526.29 

$1328367.87 
$405,815.86 

DatePymt 
Requested 
6020006 
6/22O006 
6020006 
6/22O006 
6020006 
6090006 
6O9/2U06 
6090(K)6 
6090006 
6/29/2006 
7/6O006 
7/6O006 
7/6O006 
7/6O006 
7/6O006 

7/13O0Q6 
7/13/2006 
7/13/2006 
7/13O0Q6 
7/13/2006 
7/20O006 
7000006 
7000006 
7000006 
7070006 
707/?Mfi 
707/2006 
7O7O0Q6 
7/27/2006 
8/3/Z006 
8/30006 
8/3O006 
8/3O006 
8/3O006 
8/1QO006 
8/10/2006 
S/10O006 
8/100006 
8/10O006 
8/17/2006 
8/17/2006 
8/I7O006 
8/17/2006 
8/17/2006 
8040006 
8040006 
804/2006 
8040006 
8040006 
8/31/2006 
8/31O006 
8/31O006 
8/31/2006 

DaysUnta 
SuppEerPaid 

17.0 
16.0 
15.0 
14.0 
13.0 . 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17,0 
16,0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15,0 
14.0 

D ^ Until 
Recovered 

From 
Customer 

3333 
3333 
33.33 
33.33 
3333 
33.33 
3333 
3333 
33.33 
33.33 
33.33 
33.33 
3333 
33.33 
33.33 
33.33 
3333 
3333 
3333 
3333 
33.33 
3333 
3333 
33.33 
33.33 
3333 
3333 
3333 
3333 
3333 
33.33 
3333 
33.33 
33,33 
33.33 
3333 
33,33 
33.33 
3333 
3333 
3333 
33.33 
3333 
33.33 
33.33 
33.33 
3333 
33.33 
3333 
3333 
3333 
33.33 
33.33 

Avg Daily 
Billings 

5,994.29 
6.66Z24 
3,803.24 
5,713.97 
3,952,73 
5,686.76 
4,00838 
5,019.62 
3354.20 
5,744.72 
4325.72 
533484 
338431 
5.7.23,71 
3,279.69 
4.931.77 
2327.SO 
4353.01 
2,893.02 
3,475.65 
2366.55 
3.504.73 
2315.00 
3,053.14 
3,422.45 
3.951.63 
2,482.04 
2,612.51 
2385.01 
4,643.19 
2,698.73 
3,632.35 
1320.99 
4393.13 
2.114.10 
5,763.18 
2,682.14 

(1.433.06) 
1,780.75 
3.661.94 
2.469.15 
4337.86 
2.505.07 
2.991.79 
1303.51 
2,962.41 

, 2,226.64 
2,097.85 
2,244.56 
3,13338 
2,115.75 
3399.39 
1,123.05 

CWC 
Requireniftntf; 

97,892.08 
115,462.62 
69,716.80 

110,456.11 
80,362.56 
92.869.85 
69,468.83 
92,014.13 
64339.74 

i 16,79536 
69,009.71 
92,45737 
62,037.44 

100,978.98 
66,679.11 
80,540.20 
40.342.79 
79,794.56 
55,924.62 
70,663.02 
37,014.73 
64344.83 
44.750.92 
62.073.09 
55391.68 
68,485.18 
45,498.06 
50,502.08 
46.456,23 
75,827,45 
46,771.43 
66384.15 
35301.32 
87,283.22 
34,525.20 
99,881.10 
49,166.07 

(27,702.34) 
36,204.17 
59,802.70 
42,792.62 
88,682,29 
48,425.25 
60,R?5.79 
24,553.70 
51341.23 
40316.22 
40353.38 
45,633.88 
51,170.94 
36,667.83 
62313.75 
21,709.65 
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CCS 

CCS Supplier Billing Cash Working Capital Requirements 

WPB-S.lf 
9-Jul-07 

U 

BOiDate 
8/18/2006 
8OI/2006 
8/22O006 
8030006 
8O4O0D6 
8OSO006 
8080006 
SO9O006 
8/30O006 
B/31/2006 
9/1/2006 
9/5O006 
^60006 
9/7O006 
9/8O006 
9/11O006 
9/12O006 
9/13O006 
9/14O006 
9/15/2006 
9/18O006 
S/!9O006 
900/2006 
901/2006 
9020006 
9050006 
906/2006 
9IO7/2006 
9/28O006 
9090006 
1QOO006 
10/30006 
10/4/2006 
10/50006 
10/60006 
l<y9/2006 

10/100006 
10/110006 
10^20006 
10/130006 
10/16O0Q6 
1Q/17O006 
10/1SO006 
10/19/2006 
10OQO006 
10030006 
10040006 
10050006 
10/260006 
1027/2006 
10/3QO006 
10/31/̂ )06 
11/10006 

100% 
$1,688,178,13 

^97,545.16 
$1,490,004.18 

$624,843.33 
$1,068,768.68 

$645,675,50 
$1,090,197.05 

$852355.52 
$1365,623,26 

$995,714.96 
$1,024,203.47 

$759,055.51 
$878,923.96 
$922,349.00 
$998,964.23 

$1.001384.04 
$1,188,75132 

$751,507.34 
$1316.925.08 

$655,047.86 
$2^7,681.94 

$480,167.23 
$940344.18 
$770,429.43 

$1,416,737.13 
$1,331,959.17 
$1,400,683.94. 
$1,039,486.93 
$1,495,793.90 

$565,413.43 
$1,774*210.94 
$1,062,741.96 
$1,530376.70 

$977339.75 
$1,557,183.74 
$1,181,060.61 
$1,055,549.27 
$1,412,001,81 
$1,487,097.59 
$135133734 
$1,976.68931 
$1395,705.94 
$2,4JJ.78P.3i> 
$1,764,495.09 
$3,000,662.19 
$2,747,826.04 
$2.049346.81 
$2342,438.94 
$3,356,887.46 
$1322,62135 
$4315,777.04 
$2,835^.29 
$4355.790.82 

AmtPaid 
$1,671,296.35 

$2943^.71 
$1,475,104.14 

$618,594.90 
$1,058,080.99 

$639318-74 
$1,079395.08 

$844,029.96 
$1352,967.03 

$935,757-81 
$1,013,961.44 

$751,464,95 
$870,134.72 
$913,12531 
$988,974.59 
$991365.20 

$1.176363.8] 
$743,992.27 

$1303,755.82 
$648,497.37 

$2.423305.11 
$47536555 
$930,841.73 
$762,725,14 

$1.402369.76 
$1318,63938 
$1386,677.10 
$1,029,092.06 
£1,480,835.96 

$559,759.30 
$1,756,468.84 
$1,052,114.55 
$1314,973.93 

$967,467.35 
$1341.611.90 
51.169,i6ai4 
$1,044,993,78 
$1397381.79 
$1,487.09739 
$135133734 
$1,976.68931 
$1,895,705.94 
$2,413,789.30 
$1,764,495.09 
$3,000,662.19 
$2,747,826.04 
$2,049,246.81 
$2342,438.94 
$3356387.46 
$1322.62135 
$4315,777-04 
$2.835309.29 
$4355.790.82 

DatsFymt 
RH{uested 
8/31O006 
9/7O006 
9/7/2006 
9/7O006 
9/7O006 
9/7O006 
9/14/2006 
9/14O006 
9/14/2006 
9/14̂ 2006 
9/14O006 
9010006 
901/2006 
901/2006 
901/2006 
9/28O006 
9/28O006 
9080006 
9080006 
9/28O006 
10/50006 
10/50006 
IQ/5OOO6 
lQ/5/2006 
10/SO006 

10/120006 
10/120006 
10/120006 
10/120006 
10/120006 
10/190006 
10/19/2006 
10/19/2006 
10/19/2006 
10/19/2006 
10O&2006 
10060006 
1006/2006 
10060006 
10060006 
11/2/20Q6 
U/2O006 
n/2O006 
11/2/2006 
1)00006 
11/90006 
11/90006 
11/9/2006 
11/9/2006 
1I/9O006 
1I/16O006 
11/160006 
n/160006 

DaysUntU 
Supplier Paid 

13.0 
17.0 
16.0 
15,0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15,0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16,0 
15,0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 

Days Until 
Recovered 

From 
Customer 

3333 
33.33 
33.33 
33.33 
33.33 
3333 
3333 
33.33 
3333 
33.33 
33.33 
33.33 
3333 
33.33 
3333 
3333 
33.33 
33.33 
33.33 
33.33 
3333 
3333 
33.33 
33.33 
33.33 
3333 
33.33 
3333 
3333 
33.33 
33.33 
33.33 
3333 
33.33 
33.33 
33.33 
33.33 
3333 
33.33 
33.33 
33.33 
33.33 
3333 
33.33 
3333 
33.33 
3333 
3333 
3333 
33.33 
3333 
3333 
3333 

Avg Daily 
Billings 

4,625.15 
815.19 

4,082.20 
1,711,90 
2,928.13 
1,768.97 
2,986.84 
2,335.77 
3,467.46 
2,727.99 
2.806.04 
2,079.60 
2,408.01 
2,526.98 
2,736.89 
2,744.89 
3.256.85 
2,058.92 
3,608.01 
1,794.65 
6.705.98 
1315.53 
2376.01 
2,110.77 
3.881.47 
3,649.20 
3,837.49 
2,847.91 
4,098.07 
1349.O8 
4,860.85 
2.911.62 
4,19X54 
2,67737 
4,266.26 
3,235.78 
2,891.92 
3,868.50 
4,074.24 
4,249.97 
5.415.59 
5,193.71 
6,613.12 
4,83423 
8.220.99 
7,528.29 
5,61437 
6,143.67 
9,196.95 
4.993.48 

12371.99 
7,767.70 

11.933.67 

CWC 
Requirements 

94,03332 
13312.81 
70,748.21 
31380.64 
56,603.42 
35,964.81 
48,777.77 
40,480.94 
63,361.64 
52.734.40 
57.049.22 
36,041.39 
44.140.98 
48,848.84 
55,64337 
44,826.46 
56,444.15 
37,741,91 
69,746.11 
36,486.86 

109314.57 
22,799.25 
47320.58 
40,802.97 
78,913.76 
59394.73 
66307.11 
52.204.71 
79319.25 
31,494.13 
79,382.03 
50,460.99 
76352,96 
51,755.92 
86.736.79 
52,843.20 
50,119.47 
70,913.01 
78,758.68 
86,40537 
88.44135 
90,011.69 

121324.39 
93,450.02 

167,140.07 
122.943.67 
97302.10 

112.618.90 
177,785.25 
101321.95 
202,045.61 
134.621.08 
218,754.83 
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CCS 

OCS Suppliff Billing Cash WoikiogOqmaf Requirements 

WPB-5.1f 
94ui -^ 

BiUDate 
1100006 
11/30006 
11^0006 
11/7/2006 
11/80006 
11/9/^)06 

11/10/7,006 
11/130006 
iU14/7.006 
11/25/2006 
11/160006 
11/170006 
U/20r?iH^ 
1101/2006 
1102/2006 
1103/7006 
11/24^0006 
11O7/7.006 
1108/2006 
11/29/2006 
U/300,006 
12/10006 
12/4O0U6 
12/SO006 
12/6/2006 
12/70006 

.12/8/2006 
I2/11O006 
I2A2O006 
12/130006 
12/14/7006 
42/150006 
12/180006 
12/19/^006 
12/20/2UU6 
12010006 
12/220006 
12OSO006 
12/260006 
12O7/7.006 
12OSO006 
12/^9/2006 

100% 
$2,343383.72 
$3,698,544.60 
$3383,470.60 
$3,887,987.85 
$3353.961.15 
$4,950,579.92 
$2,993,664.22 
$5352308.57 
$3342,861.00 
$5,405,376.60 
£3349348.81 
$6,316,736.93 
$4,912,893.25 
$5,968,112.14 
$3,928,121.69 

$0,00 
$0.00 

$6,153,72649 
$4,102,463.87 
S6.444.408.86 
$3,680,48231 
$6372.776.40 
$4313319.77 
$4,926,862.88 
$4,472,758.71 
$5,841,689.17 
$3,668,018.22 
$7.419303.69 
$5,646,196.18 
$6,141,610.44 
$4385,493.99 
$7,724,803.02 
$7,439,923.15 
$6,325,993.87 
$6,026,977.18 
$9,124353.42 
$5,757,924.09 

$0.00 
$0.00 

$7,778,951.73 
$5320,194.06 
$7,997,763.07 

942.760,010 

AmtPaid 
$2343383.72 
$3,698,544.60 
$3,583,470.60 
$3,887,987-85 
$3353,961.15 
$4,950379.92 
$2393,664.22 
$5,552308.57 
$3342,861.00 
$5,405376.60 
$-5;i49;!A%.Sl 
$6316,736.93 
$4,912393.25 
$5,968,112.14 
$3,928,121.69 

$0.00 
$0.00 

$6,153,726.49 
$4,102,463.87 
$6,444,408.86 
$3,680,482.51 
$6372,776,40 
$4313319.77 
$4326.862.88 
$4,472,758.71 
$5,841,689.17 
$3,668,018.22 
$7,419,303.69 
$5,646,196.18 
$6,141,610.44 
$4385.493.99 
$7,724,803.02 
$7,439,923.15 
$6325.993.87 
$6,026,977.18 
S9.124353.42 

• $5,757,924.09 
$0.00 
S0.00 

$7,778,951.73 
$5320,194.06 
$7,997,763.07 

935,727,011 

DatePymt 
Requested 
11/160006 
11/160006 
1I/22O006 
11020006 
11O2OXI06 
UO2O006 
11/22/2006 
11/30/2006 
11/300006 
11/300006 
11/300006 
11/300006 
12(7/2006 
J 2/7/2006 
12O/2006 
12/7/2006 
12/70006 

12/140006 
12/140006 
12/140006 
12/140006 
12/140006 
12OI/2006 
1201/2006 
12010006 
12010006 
12010006 
12080006 
12080006 
12OSO006 
12080006 

iznsam 
1/4O007 
1/4/2007 
1/4O007 
1/4O007 
1/4O007 
1/11O007 
l/n/2U07 
1/11/2007 
1/11O007 
1>110007 

Days Until 
Si^ipUerPBid 

14.0 
13.0 
16.0 
15.0 
14.0 
13.0 
12.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17-0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17.0 
16.0 
15.0 
14.0 
13.0 
17-0 

• 16.0 
15.0 
14.0 . 
13.0 

Days Until 
Recovered 

From 
CijsUxiKr 

, 33.33 
33.33 
33.33 
33,33 
33.33 
33.33 
33.33 
3333 
33.33 
33.33 
3333 
3333 
3333 
33.33 
33.33 
33.33 
33.33 
33.33 
3333 
33.33 
33.33 
33.33 
33.33 
3333 
33.33 
3333 
33.33 
33.33 
33.33 
33.33 
33.33 
33.33 
3333 
33.33 
33.33 
33.33 
33.33 
3333 
33.33 
33.33 
3333 
3333 

Avg Daily 
Billingi 

6,419.96 
10,133.00 
9317.73 

10,65Z02 
9,188.93 

13363.23 
8,201.82 

15311.80 
9,158.52 

14309.25 
8.902.05 

17306.13 
13.459.98 
16350.99 
10,761.98 

-
-

16359.52 
11339.63 
17,655.91 
10.083.51 
17,459.66 
12,366.63 
13,498.25 
12354.13 
16.004.63 
10,049.36 
20,326.86 
15,469.03 
16,826.33 
13384.92 
21,163.84 
2038335 
17,331.49 
16312.27 
24.998.23 
15,775.13 

-
. 

21312.20 
15,123.82 
21.911.68 

CWC 
Rfiquircmeote 

124.103.44 
206,012.87 
170.149.94 
195361.01 
177,630.27 
275,752.57 
174,952.10 
248,422.27 
158,725.34 
271,466.72 
172,084.56 
351.848.96 
219313.45 
283377.22 
197376-60 

-
-

275331.01 
194,792.72 
323.648.60 
194,923.28 
354,970.42 
201,958.04 
233,936.74 
224,629.15 
309383.67 
20431231 
331.955.67 
268.092.04 
308.441.57 
258,742.29 
430379.74 
332.878.23 
300,370.11 
302,684.50 
483337.96 
320,722.49 

-
. 

390,671.49 
292356.86 
445,483.91 

47,409,764.45 

m~j 

http://S6.444.408.86
http://S9.124353.42


SBS 

SBS Si^ ier Billing Ca^ Woiidng Oqiital Requirements 

l o f l 

WPB-5.1g 
9-Jid-07 

BiUDatB 100% AmtPaid 
DatePymt 
Requested 

Days Until 
Recovord 

Days Until fiom Avg Daily CWC 
Supplier Paid Oistomer Billings Requirements 

12^5/05 
01/15AJ6 
02/15/06 
03/15/06 
04/15/06 
05/15/06 
06/15/06 
07/15/06 
08/15A36 
09/15/06 
10/15/06 
11/15/06 
12/01/06 

$4,143,10Z94 
$4,106,060.76 
$4335,845.88 
W.043,937.03 
$2,434,465.80 
$1365,137.49 

$821,186.14 
$614,885.59 
$576,030.81 
$695,193.76 

$1338,892.43 
$2,728,490.02 

$27,103,228.65 

$4,101,671.92 
$4,065,000.15 
$4,193,487.41 
$4,003,497.66 
$2,410,121.14 
$1,351,486.12 

$812,974.27 
$608,736.73 
$570,983.60 
$688,070.55 

$1338392.43 
$2.7M,490.02 

2/7O006 
3/6O006 
400006 
5/5O006 
6/6O006 

7/1QO006 
8/7/2006 
9/8/2006 
10/9OQ06 
11/80006 
12/60006 
1/5O007 

54.0 
50.0 
51.0 
51.0 
52.0 
56.0 
53.0 
55.0 
55.0 
54.0 
52.0 
51.0 

3333 
3333 
33.33 
3333 
33.33 
3333 
3333 
33.33 
33.33 
33.33 
33.33 
33.33 

$11,351 
$11,249 
$11,605 
$11,079 
$6,670 
$3,740 
S2.250 
S1.685 
$1,578 
$1,905 
$3,668 
$7,475 

($234,614.41) 1 
(S187318.87) 
($205,051.05) î  
($195,761.03) 1 
($124318.67) j 
(SS4.7S4.81) 
($44352.06) j 
(S36304.18) 
($34,197.47) 
($39,367.23) 
($68,482.01) 

($132,082.18) 

($1387,133.95) 

• l 

http://SS4.7S4.81


EOGJLDeal& 

PraduegMManft 

AcftHto RaconcUlitiM Gas Purchase Expense Lead 

Loctf Piwfaicfien 

AfPSysten8(4]p|y ^ ^ ^ ^ ^ ^ Q ^ P a y n t n t o f icKBl COMo) SBbSt<i|^it on tne zcei of aaeh moattL 

• L 

iH tw r t r tB 

ATMredaKessCotp. 
AniMlwlm 

A i V i m & M m 
BPEniisy 
Cabot 0 I & 6 W 
caraii.iiw. 
C a a t K P a H A B w g y 
CtwviDnTeacKs 
.Chaw 
CMSMarkMIng 
CoRvmni Enargy 
Coan»cgyTradki0 

Cancom Energy U C 
CwtoMPMIips 
ConsletotianNmyEMmr 
Gocal ErwtQ'nasouccw 
Delta e w a y U C 
DInctEiwiwSaivlBeG 
tXTEEnaigy 
DukeEneigy 

Dynegy UartwBDfl 
E « ^ Energy Paitnan 
EoonnargyBwgyCo. 
^fanHutaFSartnrs 
BPaso 
EnCana (Fomttrly PanCanadfan) 
eiatgyAmatiMLiX: 
Energy Cooparattn of Ohb 
H S S G a p 
&itergy4taih(A)da Energy 
BteltxiEnwgy 

EKKDn Mobile Coip. 
First aiargySoiutiont 
Pbnl Motor Coi^wny 
Gattarco 
IntentataGaa Supply, Inc. 
Ukadun&iBigy 
UaisISraiAisBwray 
HairamadiaEnaroy,hc 
BiUilAiTMieanenarBy 

tmni 
MXEnargy 
N a w J a i w y Natural Gas 
NIcor Energy LUC 

NJR Energy Swvicos 
Nobis 
OecklantBl 

OMEOKEnn iw 
PacMoop Power Maikallnfi [PPM Enais) 
PfioplaK Enaroy SBIVICBS Coip . 
Phi tps Petroleum 
Plymoulhlnvantorv 

nd lanoB D w g y 
ReBant 
Setnpra 

Sequent BMrgyManagamant 
Shf lSErwsy 
S g C o r p 
Southwest energy LP 
SouthStar B w g y Ganricas 
S j>mgueBrwr»Co ip . 
Superior Natural 
Stand E n « g y C o i p . 
Taraska Ga» Storaoa. LLC. 
TenaskaMrtda 
Tl^xaGO 
-n ieNewPowsrCo. 
Total Gas K A w n r 

TXU 
U S P D w e r & O a s 
UURy RflSOUfcs SoluHona. LP 

VBGtanRataaSOMV* 
Vbbmeer Energy Senloa 
W a s l i ^ G a a n a s o u m s 

WDodwanjMariwGngLLC 
WPS Energy ServJcas Inc. 
ANR 

CohifflblaQaa 
CohirnblaGmf 
CrossiDacfe 
KKG Enogy (Agsf l l ibr NCQ1) 
North Coaat Gas TtMomfsslaD 
F M w d t o 

I R I O O 
TOP 
Tnndttie 

TXG 
IrnlBaiMI 
Outrfbalanoe 

cm 
Total mtaoiMi 

t13G3MCteailnfl 

60» 
30,2 J7,?GZ 60 

000 
"39^404-1 

QW 
000 

423 0 5 4 
Bt>33 Q27 
3& 4BD0 

030 
76ZQ0B.34 

OJX) 
741^37 

3 J \ V0C3 
9300 OD 

wC^99 4.^28 
^ 0 0 0 < « 

QQC 
*2.D«M346 

326 flao 
000 

4 iqB 8 80 
78SJ.2S 

SSB ODO 
OJJO 
000 

2 7 088368 
7 9 6 3 9 ^ 

44 S 5 0 ^ 
000 

322,68860 
QiX) 
000 
OQQ 

.>2« 
3B58 8089 

1SS4JO 

30854^3 eq 
3B.B846S 
285 AS 

003 
S 143a6jOO 

oco 
Ub 

8 85871088 
827887744 
3 734 812 ^ 

4'=*aC 1887 

COO 
2383 jOg 

000 
GOP 

COO 
000 

vee44Qoo 
UOQ 

7738 43487 
<H> 

1018J0491 
00958497 

OCO 
24 71048805 

OCD 

OCC 
r C 3 9 JiG04 

QDO 
COO 

bJ81B2784 
1.838 S8& CO 

COO 
OOC 

j a S 2060 
5 9 7 « 4 „ 

980933.5 
UOD 

404115523 
STo 5 ? - ^ 

446271S72 

320J8 40 
54 3 27 

A 00 

osoooo 
8250 4fi2 
B4B257 S 

3646tl373« 
000 

Mza 88 

OCB 

ooo 
000 

523,753.388.91 

G u nqipilBr - paid m Bw 2eih of eadt tnonOi 
Ga> suppiar - paid en me 2Stn itf each nuuuh 
Gee sufipler-paid oniha 2Slh of aaoh moiA 
Gk& auppter • paU on Ow 2Sth of each monh 
GOB auppfler • paU on tne 2S&1 tf each moDtb 
Cat BUGvOar-paid on the 26th of each nonth 

C as supplier - p ^ on ttiB 2501 «f aadi monm 
Gas suniiler - prid on the 2Sth of each month 
G e i augplier - p#d on the 25m of eacfi nMMh 
Gea euivfier - paid on the 2Sih of eadi lAontt 
Gat supplier-peW on the SG01 of each nonVi 
u a i KVpUar - paid an the 2B(h of each raonm 
Gas suppiur ' pau « i me SMti of each flMMh 
Gas sivfdia--pr id on the 2691 of each faontti 
Gas suppliar-paid on Bie 2ath of aacn nonm 
Ga i supfriiar • paid on me 2 a n of aacti jBonm 
Gas suppUir-piM en the 2Sllt of each monm 
Gas suppior - paid on ttw 28m d eae}i (11 onlh 
Gas ai«pMr - paid on the 25lhof Bsdi month 
Gas s m l l e r - prid on A s 2S8i of eadi raonlh 
Gas supposr-psM on tha 2fim of each nonm 
Gas supfHlar-paid on Iha 2S8) of oadh monlh 
Efeanstoragedemaadftanspottchavasarepeuan ZCWigfattrnmontn. 
Gas < w ^ * P ^ <n the 2Sm of o c h Rranh 
G u suppSsr-paid on (he ZSlhof each monm 
Gas «i49iler • pttd on flia 2S|h of aaeh n a n n 
Gas auppitf - ptid on the 2 a h of esch raarrei 
Gas aivpNer-paid on the 26m of each monti 
c a M p ^ w r - p a d o n m a S f l m o f eacnmonft 
Gas suj^ilBr - paid en the 2SVi of each month 
G IS aiqvlar - ptdd on me 2Sm of each monm 
G ««uppCsr'psldonma2Bthofaachnoi idi 
G It suppBs'- paU on me 2Sm of each month 
G w BuppKar - paW on iha ;SVi of each month 
Gat suppUsr • pakt 00 tt» 2Gm of each monm 
G4S suppUar * paid on 8w ZSm of each month 
Gais i4 ip»e'* l> ' ' ' ' ) ' i the3Smofeachn»Mh 
Gaa auppliar - paid on me 2iah of each nMinth 
b«s S l a t e r • paU on the 2fim of «aeh Rwom 
Gat suppiW-paidant(ia£SmoraadifTMnA 
Gat aupfdler - psM on the 2Slh of each menm 
Gei siaifdisr • paid on the 25th of « K h n iMm 
& 8 s i fp l ler -pa id on me SSth ofeach nwnm 
Gat sivpliar-paid on the K m of each morth 
Gas supfdMr* paid on ma 2Sm of aadi nRMfli 
Sat suppllBr-paH on the 2S#i of each nwnm 
Gas sufipliar-paid on the 2 9 ) of seen nonm 
G u sufvBer • paid on the 2S8) of each nonm 

u siavDer - p ih l on the aStti of es(A monm 
C tt suppDar-paid en the 2aib o l each moitih 
G IS MOpflsr - p M on ma 28Ki of o d i monh 
C la suppfter - PBM OR the u r n of eec^ month 
G B sumiler-pMd on 9w 2am cf each monffi 
vp u ftipplar • pt id on the 2Sm of eadi mofd i 
C M suppler - pidd on me 2Slh of eeoK monm 
C H s u p p l e r - p ^ on the 2ar iof eaOi mnntli 
G I I SLipplv - paid on the 23)h of each R w t f i 
G is siq^iltar • ps]d on me j ^ o f escfl monb 
u n s iwtBT-pa id on the 26m of each month 
•Mtt tuppBir-peld on the 2Slh of eadi Aioofl; 
Get suivlBr • paid on the 2Sm of each o ion l i 
Gi« suppler - paid on the 2Sm of each monm 
Gas K^pBer - paid on Bw 26m of each monm 
Gat Buppiier'paid on me 2SB) of each fflootti 
Ga t s in^ la r • paid on (he 2Sm of each monm 
G4t s in i i lsr - paW On me 26m of each monm 
G w suppHar-paid OR Sw 2ah of eech monm 
Gat auppSer - paid on the 2Slh of eatdi month 
G M sundler - p ^ on the 2SBi of each moiflh 
Gas suppUer-paid on the ̂ m of eesh nonm 
G M suivttsr - psM an the zsm of. each nwnm 
G u at f f i ia r • paid on ttiB 2 s n « l eacft nwnm 
Gas supplier-paid on the 2Sm of each monm 
bas s u p p ! ' * ' ' ' P * ^ * > " ^ ^ i h o f each iTionm 
G IS siq^Btr - paid on the 2ah of each fflonm 
ANR ^paloe pqnnanti ere mede on me 23^1 of sedt montK. 
P pdhw - paid on the ISth^om of each inontiL 
Pipeline • pau on ma 1 nf t f lOh of each m o m . 
Pipeikw - paid on the 1 Sm^SOth of each monm. 
PipeOna - paid on ma 18n-20ih of each month. 
P peone • paid on me ISB^JOm of MCh monBv 
P peane - p iM on ma 188»2l»i of wch RionBk 
Pur ina - paid on the 1 Sttt^aOh of «ach monm. 
P pettM • ^ on the 188h20lh of each monBi 
P peBne - paid on the 18l)>-S0m of each month. 
P peine - paid on me lBm-20ih tf each monh. 
P peine • paid an the 18tt>«»t of aach month. 

P peine - paid on Uw lethjMth of each monh. 

Pwtad 

IS i 
I M 

15^ 
IBJ 

1SJ 
112 
I M 

152 
112 
isa 
1&2 

iS i 
IBJ 
1M 
15J 
16.2 

•[62 

^S3 
1&2 
1S5 
16J 
1SJ 

l e j 
1SJ 
155 
IBJ 
1SJ 

15J 
1BJ 
I U 
15J 
is.a 

1U 
«J2 

I M 
165 
15.2 
15.2 
ISLS 
1S.Z 

ISJ 
1SJ 
1B.3 
M3 
1GJ 

16J 
13J 
I M 
I f i ^ 
1S.2 

I M 
iS3 
1S.Z 

1M 
1S2 
1EJ 
19.3 

1«J 
163 
16.2 

I M 
16Jt 
I M 
I M 
162 
15.2 

I M 
1G.2 

I M 
I M 
1&.3 
1G.2 

15J 
1SJ 
16.2 

162 

162 
162 
1&2 
152 
1M 
152 

I M 
1M 
I M 
I M 
162 

1M 
I M 
I M 

LMd 

25JI 

26.0 
25.0 
asji 

2&.0 
96.0 
X J 

2S.0 
29A 
2BSi 

36 J> 
2SJ 
2fi.D 

16.0 
SSO) 
2M 
aM 
210 
23JI 
ZSM 
2s.a 
2SJI 
26 J> 

20A 
25.D 
2fiJ) 

»JI 
asj i 

ZM 
ZSA 
3S.0 
25.0 
2&0 
a j i 
as.0 
2&0 
s o 
2SII 
SJl 
Z6JI 
2Si) 
2EJ) 
»ja 
25J0 

25A 
2S0 
SU 
a&o 
as.o 
250 
3sa 
SS.D 

Z5J> 
29J) 
2SJ1 

26A 
Z5J> 
SO 
2B.0 
2S.0 
26.0 
2S.0 
2S.0 
3&0 
TSSt 
2SJ] 
SSJ) 
2Gi> 
2SJ) 

2S« 
2SA 
2fiJ) 

ae.0 
as.o 
2&0 
36.0 
2 U 
iex> 
lao 
19.0 
1«.0 
lan 
I M 
iej3 

le j } 
1B£ 
loa 

10JJ 
10.0 
10.0 

L w l Convoi toexpne 

402 
402 
402 
4M 

402 
402 
402 

4M 
402 
402 
402 
402 
402 
402 
M2 
4M 
402 
402 
402 
402 
4D2 
402 

402 
352 
402 
402 
402 
4M 
402 
402 
4M 
4M 
402 
4M 
402 
402 
402 
402 
402 
402 
402 
4M 
402 
402 
4M 

402 
4D2 
4C2 

402 
402 
402 
402 
402 
4M 
U2 
402 
4M 
402 
402 
402 
4M 
402 
402 
402 

402 
402 
4M 
4M 

402 
4M 
4M 
402 

402 
402 
402 
4M 

3M 
»*2 
342 
342 
S42 
H2 

» 2 
342 
342 
342 
342 

« 2 
3M 
312 

. 
1218^,760 

-
BCB.8Be,e46 

. 

. 
46S.»Bl«a 
87B.B05,0T8 
10417,008 

, 
x.«a2.oss 

-
304J1Z 

134.4e,772 
7 7 5 ^ 

i 2 i e . « a 7 A i 
1,147200 

. 
000,»6fl27 
77.130,016 

. 
sn. iM. toa 

>i i2f ie 
i3.wa,«so 

. 

. 
610,570,844 

3.iar,4flG 
1.T88jBa4ro 

. 
13.B7a.062 

. 

. 

. 
1,300 

ss7Me.aB4 
iaAK.*77 

1.002,1*0,113 

1.»3243 
114.444 

. 
206iBe«f l 

. 

. 
«" .080 ,m 
2S2.aa2.tt3 
592.131,420 

1.047,i»4,77B 

. 4,ST825i 

. 

. 

. 
i i .«i28e 

. 
3,104,B2B.6a2 

, 
4 W 3 1 * 7 

44e203.aiB 

. 
BD8261.530 

, 
Q3«,ss5,saz 

. 

. 
2SG,6Ga,48e 
73^30,8T« 

-
. 

-I33.440.70e 
2,363.335 

233,535,120 

. 
«a,4M.440 
ST2M226 

162.626.014 
lT.79r24» 
6277.446 

WA«,100 

?MiB.8a8 
42,170^16 

191.033467 

-
4.eoo,9«o 

-
-
-

http://13.B7a.062
http://2S2.aa2.tt3
http://-I33.440.70e


SOGiLoeal&tntBistatB 
PradudkmMenfli: 
A6eoui)«n» Month: 

G B S Purchase Expsnae Lead W P B A I h 

9>IU.{I7 

AlPSystemSuHily 
Total Local 

£ ; ;S^^ js^^^O^Payraen to ( local (Ot)lo)Bas supply is on meaomofeschnionft. 

P^mentefAccfuaia 
1136390 aeariaa 

Sinka PsimHi B f t i m 

MffemiKS LocBlf tatanMe BocAvs. P M 

DT1(113SZ10) 
VPB i (1133100) 
DoinHQpe(1133Z60) 
DoRlRartaB (1133210) 

1138390ni3«391 

* • - - ^ ' ' ^ ^ "f|ohe(BBS in Bfloon are pa« the ifflh^aoth of eaeiimonft. 
^;Gai siwlier - p ^ on «)e259i of each fflONh 

_._™._.,Gesaw>pBer-psidonme26mofoadijnotth 
^ ^ g o a a auppsar • pau on me 2Sm of each month 

565,834.108.51 

152 
152 
152 
I M 

19.0 

Z&O 
2 M 
2SJO 

3*2 
4Q.Z 

402 
402 

.jSiZa 

1.110,1W,»0 

-3i,ieo,siB 
6oa.r2Tjn7 

a2;6*1,704.471 

mj 



WPB-5.1 [ 
; } 9-Jui-07 

Dominion East Ohio 
Calcuiation of Expense Lead on Payroll 

f 

e 

Biweekly B-5 
Biweekly B-2 
Montlity 

Accrued Vacation (1) 
Incentive Payroil 

Monthly 
B-5 

Total 

Amount 
1,697.575 

62.872.454 
17,338.977 

81.909,006 

7,252.204 

2,421.252 
150,112 

91,732.574 

Lead Days 
14.66 
21.28 
9.36 

18.62 

52.90 

240.03 
240.66 

27i54 

Weighted 
Averaqe 
24.890,614 

1,338.061,034 
162.343.973 

1.525,295.622 

383.641.592 

581.172.189 
36.126,323 

2,526,235.725 

(1)Thirteai month average balance 

Allocation of Acoued Vacation 

Biweekly B-5 2,006.301 2.2% 158.614 
Biweekly B-2 68.269.730 74.4% 5,397,276 
Monmiy 21.456.543 23.4% 1.696.314 

91.732.574 7.252.204 



• L 

WPB-5.1J 
9-Jul-07 

Dominion East Ohio 
Calcuiation of Expense Lead for Other O&MI Expenses 

DescriDtipn 
Accounts Payable 

Accounte Receivat)le 

Convenience Payment (1) 

Accrual Entry 

Intercompany 

Inventory/Purchases 

Payroll 

Other 

Totals 

Amounts 
21,238.296 

679,?65 

64,398 

(12.605.827) 

51,556.775 

11,178.253 

1,273,715 

(37,238) 

73.347.638 

Expense Lead 

44.2 

52.9 

10.0 

52.9 

40.2 

43.8 

27.5 

44.2 

39.6 

Composite 
Expense 

938.772,021 

35.955.095 

643.981 

(667.256,324) 

2,072.582.374 

489.620.748 

35.077.014 

(1,645.973) 

2.903.748.936 



WPB-5.1 k 
9-Jul-07 

(' ) 

Dominion East Ohio 
Calculation of Expense Lead for Benefits 

DescrlDtion 
Medical 

Convenience Payment 
Medical 
Express Scripts 

lnt^<k)mpany 
AcGounte Payable 
Accrual 

Life Insurance 
Convenience Payments 
Accruals 

Savings Plan 
Payroll 

Dental/Vision 
Convenience Payment 
Intercompany 

DIsabBity 
Convenience Payments (1) 
Accruals 

Admin Fees 
Convenience Payments 
Accounts Payable 

Other Benefits 
Accounts Payable 
Convenience Payment 
Pa^oll 

Totals w/o Pensfon & OPEB 

Expenses 

8.243,970 
3.023.623 

(14.116) 
5.061 
4,240 

211.536 
(22.242) 

2.376.910 

882.275 
(53,271) 

132.883 
487.911 

??2,425 
(2.295) 

27.273 
26,769 
47.503 

15.600,456 

Lead Days 

7.0 
12.0 
40.2 
44.2 
52.9 

24.2 
52.9 

18.6 

-
40.2 

-
52.9 

30.4 
44.2 

44.2 
30.4 
18.6 

12.6 

Composite 
Expenses 

78,730,806 
36,283.476 

(567,463) 
223.706 
224.433 

5.119.171 
(1,177.322) 

44.262.415 

-
(2,141.494) 

-
25.826,286 

6,767.238 
(101.443) 

1,205.517 
814,442 
884.593 

196.354.361 

OPEB(1) 

Pension 

26,109,345 

(49.391,601) 

m~j 
(1) Maintains $375,000 escrow account 

OPEB 
07/01/06 
07/01/06 

12/21/06 
12/22/06 

172.5 
173.5 

22.494,168 
3.578.162 

3.880,243.980 
620.811,107 

172.6 26.072,330 4,501.055.087 



• c 

WPB-5.11 
9-Jul-07 

Dominion East Ohio 
Calculation of Expense Lead for Inventory Transactions 

Desaiption 
Accounts Payable 

Accrual Entries 

Intercompany 

Inventory Purchasing 

Inventory Issues 

Totals 

Amount 
1,912,324 

2,030,322 

(10.983) 

7,333.790 

508,740 

11,774,193 

Expense Lead 
44.2 

52.9 

40^ 

44.2 

43.8 

Composite 
Expenses 

84.528.263 

107.469,759 

(441.517) 

324.167.100 

_ 

515.723.605 



• 

WPB-5.1 m 
9-Jul-07 

Dominion East Ohio 
Calculation of Expense Lead for Claims 

Descriptton 
Accounts Payable 

Accounts Reoeivable 

Convenience Payments (1) 

Accrual Entry 

Intercompany 

Other 

Totals 

Amount 
577,839 

(1,528.951) 

1.497,852 

2.187.984 

1.108,369 

(77.914) 

3,765,179 

Expense Lead 
44.2 

52.9 

. 

52 9 

40.2 

52.9 

26.8 

Composit 
Expenses 
25,541,554 

(80,931.003) 

-

115.815,182 

44.556.434 

(4.124.173) 

100,857.995 

(1) Maintains escrow account of $375,000 



^ WPB-5.1 n 
(. 9-Jui-07 

Dominion East Ohio Gas 
Calculation of Expense Lead for Insurance 

# L J 

Descriptk>n 
Accounts Payable 

Convenience Payment * 

Ac<s-uai Entry 

Intercompany 

Totals 

Amount 
173,099 

(8.375) 

1.658,393 

(12.123) 

1,810,994 

Expense Lead 
44.2 

10.0 

(180.0) 

40.2 

(160.9) 

Composite 
Expenses 

7.651.296 

(83.750) 

(298,510,740) 

(487.345) 

(291.430.538) 

Convenience Payment Average (See BeneHts) 
Composit Benefit 12,743,481 10.0 127,715,133 
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( 
Dominion East Ohio 

Lead Lag Study - Accounta Payable Sample 

WPB-5.1q 
9-JUI-07 

e 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
1S 
16 
17 
ia 
19 
20 
21 
22 
23 
24 
25 
26 
27 
2a 
29 
30 
31 
32 
33 
34 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
66 
56 
57 
58 
sa 
60 
61 
62 
63 
64 

Vmdor 
Nama 

Southvm CroM Corp 
OhtoEdlstH) 
McJuncfion Corp 
City of Lima UtlRtfes Oept. 
( ^ o f G r o e n 
Suever Stoned Company 
ONo Edison 
Mid^Amertcan Security Service 
UbeafaK 
Osborne Corttfeto arKl Stuie 
CECcHnpoiaiSy 
Marlottws B6v9raga 
Blade Box Repeals' 
Cfty of Hubbard 
AEP 
Gratflskes 
Hatsar Sara ami gravei 
OBsffiland Concratt 
F^wsb-E^fififmSon 
Advance J-tydroHcs 
Trisfate Maasun»nent 

HwteO) GkAal Resources 
TyeoftB&seoirity 
H^cagranittc 
Haiaer Sand and ^3vM 
( M M 
Illuminating Company 
Ohio Edison 
CCl 
ffiun^natfa^ Company 
AEP 
Andrew Daver & Sons 
ShewComfbit Latdficapa 
numirwting C o n ^ n y 
Hluminating Company 
Paulding Putnam Electric Coop 
Xaiox 
lindeGasLLc 
Benwd Hodea Group 
OhioEdiBon 
ONo Edison 
akin^iatog Company 
Center forOccupatonaf Matfv^na 
Stack Box 
AEP 
OI^Edlaon 
Adelphia 
Trjstate tteasurament 
Ohio Edison 
OhioEdiaon 
GUda's Cleaning 
Oumi aecbic Cooperative 
Coruxita 
liurrAaGng Company 
Sander B e c ^ Co. 
Guemsey-AAjsldngum Bactrie Coop 
Oeveland PubOc Povm 
LearRreEQUipmerTt 
V a n l ^ 
VanFbi 
Clear Water Syatams 
AEP 
Bemanl Nodes Creup 

ar 

m. 3,510.00 
800.32 
452.64 

78.70 
480.00 

10.00 
59.53 

1.396.50 
32.91 

258.91 
210.17 
223.50 
962.25 

4.00 
16.91 
69.88 

110.40 
3.830>» 

102.30 
20000 
665.50 

3.977.17 
396.00 

4.302.00 
173>i8 
127.29 

5.10 
17241 
45.27 

150.00 
2^4 

16.26 
3,652.19 

625.00 
16.55 
3.92 

27.11 
6.488.M 

^ . 4 7 
566.20 

6&38 
28.75 
28.35 
50.00 

6 3 1 ^ 
19.37 

9.738.60 
356.27 
990.00 

39.14 
24.88 
97.50 
16.00 
44XJ0 

112.36 
5,200.00 

171.44 
106.94 
4250 

306.97 
177.06 
163X10 

14.72 
991.50 

Dave 
72.0 
24.5 

121.0 
20.5 
4S.S 
25.0 
28.5 
19.0 
33.0 
36.0 
45.0 
53.0 
53.0 
48.5 
39.5 
7.0 
9-0 

44.0 
62.0 
12.0 
20.0 
65.0 
65.0 

[353.0} 
24.0 
140 
7.0 

27.0 
21.5 
{8.0) 
20.5 
31.5 
22.0 
30.0 
26.0 
25J0 

29.0 
S8.5 
42.0 
48.0 
26J5 
26.0 
27.5 
85.0 
15.0 
29.5 
28.5 

(16.0) 
37.0 
25.0 
20.5 
20J) 
255 

192.0 
66.0 
21.0 
18.0 
21.5 
42.0 
39.0 
39,0 
29.0 
37.5 
30.0 

Average 
BSM 

9.62 
2.19 
1.24 
0.22 
1.32 
0.03 
0.16 
3.83 
0.09 
0.71 
0.56 
0.61 
2.64 
0.01 
0.05 
0.19 
0.30 

10.49 
0.28 
0-55 
1.82 

10.90 
1.06 

11.79 
0.48 
0.35 
0.01 
0.47 
0.12 
0.41 
0.01 
0.04 

10,01 
1.71 
0.05 
0.01 
0.07 

17.78 
0.06 
1.65 
0.19 
0,08 
0.08 
0.14 
1.73 
0.05 

26.68 
0.98 
Z71 
0.11 
0,07 
0.27 
0.05 
0.12 
0.31 

1425 
0.47 
0.29 
0.12 
0.84 
a49 
0.45 
0.04 
i 7 2 

Woriting 
Cai^tal 
S&eEt 

692.38 
53.72 

150 J)5 
6.36 

59.84 
0.68 

. 4.65 
72.69 
2.98 

25.54 
25.91 
32.45 

139.72 
0.53 
1.83 
1.34 
2.72 

461.76 
22.98 

6.58 
36.47 

70S .26 
70.52 

(4.160.56} 
11.41 
488 
0.10 

12.75 
2.67 

(3.29) 
0.16 
1.40 

220.13 
51.37 

1.27 
0J27 
2.15 

1,039.91 
3.26 

7446 
4.96 
2.05 
2.14 

11.64 
25.94 

1.57 
760.41 
(15.62) 
100.36 

2.68 
1.40 
5.34 
1.26 

23.15 
17.24 

299.18 
8.45 
6.30 
489 

32.80 
18.92 
12.95 

1.51 
81.49 

252,720 
19,608 
54.769 
2,322 

21.840 
250 

1,697 
26,534 

1.086 
9.321 
9,456 

11,846 
60,999 

194 
668 
469 
994 

166,536 
8,389 
2.400 

13.310 
258.616 

25,740 
(1,518,606) 

4164 
1,782 

36 
4,655 

973 
(1,200) 

58 
512 

80,348 
18.750 

463 
98 

786 
379,568 

1,196 
27,178 

1,812 
748 
780 

4.250 
9,469 

671 
277.550 

(5.700) 
38,630 

979 
510 

1,950 
459 

8,446 
6.263 

109.200 
3,086 
2.299 
1,785 

11,972 
6,905 
4.727 

652 
29,745 



Dominioti East Ohio 
l^ad Lag Study - Accounts Payable Sample 

2of2 

WPB-S.lq 
9-JuW7 

65 
86 
67 
88 
69 
70 
71 
72 
73 
74 
76 
76 
77 
78 
79 
60 
81 
82 
83 
84 
85 
86 
87 
88 
69 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 

Vendor 
Nsmw 

PipelBie Automation Syslerm 
AVI Food Systems 
Monaster Carr 
JTX Renatal ft'Constmction 
^ a a r Comfort Undscape 
Maivush Utility Contracting 
Corrosion Corrections 
Mushrudh Utfity Contracting 
H-M/MHerConstnictlon 
ArvillBOHleld 
Boon Moid Oil Coip 
Ryan Enwrcmmentai 
VanRU 
11Z7Constnjcgonine 
Corp Coliectio Services 
Norgas 
MUBhmeh Utilily Contracting 
McmasterCan-
CommercialMiorobltogy 
An/lia Oilfield 
Haxaffrsm Inc. 
NCO Bnanciats Systems 
Impact l.andscapping 
Muatrlai Scientific 
Mi«ihrush Utltfy Contracting 
TTie Slurr^natit^ Company 
Siemens 
The Illuminating Company 
Venbiie Products 
•me lllumtftatiflg Company 
Star Î Aeasurement Servtees 
Thraezinc 
Black BOX Reaaie 
^ l i o Edison 
ONo Cat 
Clear Water Systems 
NCO Financials Systems 

Totals 

Dollar 
AfflCKiirt 

1,755.60 
395.56 
784.29 

72.00 
12,318.62 

168.00 
7,049.03 

180.00 
12,213.87 
3,732.^ 
4688.00 

639.50 
870.98 
165.11 
69.11 
36.00 

336.00 
472.07 

2.700.00 
562.50 
9415 

6.706.57 
300.00 

69,000.00 
66.50 
33.08 

106.99 
312.30 
429.11 
147.87 
67.76 

2.729.92 
920.00 
81.70 

206.35 
18.00 

8.343.87 

192.484.02 

Dayy 
29.0 
8.0 

15.0 
9.0 

4ao 
22.0 
22.0 
26.0 

120.0 
45.0 

\so 
24.0 
17.0 
23.0 
31.0 
35.0 
29.0 
11.0 
46.0 
36.0 
24.0 
39.0 
28.0 
68.0 
7.0 

22.0 
136.0 

18.0 
16.0 
31.5 
71,0 
15.0 
46.0 
28.0 
22.0 
240 
31.0 

Average 

sm 461 
1.08 
2.15 
0.20 

33.75 
0.46 

19.31 
0.49 

33.46 
10.23 
12.84 

1.75 
2.39 
0.45 
0.19 
0.10 
0.92 
1.29 
7.40 
1.54 
026 

18.37 
0.62 

189.04 
0.18 
0.09 
0.29 
0.86 
1.18 
0.41 
0.24 
7.48 
2.52 
0.22 
0.57 
0.05 

22.86 

working 
Capital 
£ £ E ^ 

139.49 
8.67 

32.23 
1.78 

1.552.48 
10.13 

42487 
12.82 

4,015.52 
460.14 
192.86 

42.05 
40.57 
10.40 
5.87 
3.4S 

26.70 
14.23 

340,27 
66.48 
6.19 

716.59 
23.01 

12,854.79 
1.28 
1.9S 

39.86 
15.40 
18.81 
1Z76 
17.07 

112.19 
115.95 

6.27 
12.44 

1.18 
708.66 

50,912 
3,164 

11,764 
648 

566,657 
3,696 

155.079 
4680 

1.465.664 
167,951 
70,3?n 
15.348 
14,807 
3.798 
2.142 
1.260 
9,744 
5.193 

124200 
20,250 
2.260 

251,556 
8,400 

4,692,000 
466 
728 

14.551 
5.621 
8,666 
4656 
6,230 

40.949 
42.320 
2.288 
4.540 

432 
258.660 

23,307.58 4420 8,507,266 

• J 
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1 Direct Testimony of 

2 Vicki H. Friscic 

3 I. WITNESS IDENTIFICATION AND BACKGROUND 

4 Ql. Please state your name, occupation and business address, 

5 Al. My name is Vicki H. Friscic. I am employed by The East Ohio Gas Company, d/b/a 

6 Dominion East Ohio ("DEO" or "Company"), as Manager Regulatory & Pricing, 

7 reporting directly to Jeffrey Murphy. My business address is 1201 East 55th Street, 

8 Cleveland, Ohio 44103-1028. 

9 Q2. Please describe your educational background and work experience* 

10 A2. I graduated from Ohio University in 1980 with a Bachelor of Business Administration 

11 degree. In 1980,1 joined the accoimting firm Price Waterhouse as an auditor, became a 

12 licensed CPA in 1982, and was promoted to Audit Manager in 1986. From 1987 to 1989, 

13 I worked for Progressive Insurance and held managerial accounting positions with 

14 responsibility for accounts payable, billing, cash processing, and internal reporting for 

15 Progressive's Financial Services Group. In 1989,1 was employed by Pepsi-Cola as 

16 Manager, Financial Services for its Northeast Ohio franchise with responsibility for 

17 accounts receivable and credit, route sales auditing, and computer operations. From 1993 

18 to 1997,1 worked as a CPA for a local firm providing accounting, business consulting, 

19 and tax services to small businesses. I was hired by The East Ohio Gas Company ("East 

20 Ohio," now DEO) in December 1997 as Manager, Tax and Accounting Services. In 

21 2001,1 joined DEO's Pricing and Regulatory Affairs department. I am currently a 

22 member ofthe Ohio Society of CPAs. 



1 Q3. What are your job responsibilities as Manager Regulatory & Pricing? 

2 A3. My current responsibilities include preparing tariff and other regulatory filings, 

3 determining the adequacy of rider rates, tracking regulatory cost deferrals and related 

4 recoveries, coordinating and providing support for internal and extemal audits, providing 

5 rates-related accounting and tax support, responding to rates-related inquiries, and 

6 providing support for any other regulatory matters. 

7 Q4. In your capacity as Manager Regulatory & Pricing, are you generally familiar with 
8 the Company's books and records? 

9 A4. Yes. 

10 IL PURPOSE OF TESTIMONY 

11 Q5. What is the purpose of your testimony in this proceeding? 

12 A5. I am responsible for supporting the following schedules in this rate proceeding, which 

13 were prepared by me or under my direction and supervision: 

14 Section B: B-5.1, B-6.2, B-7, B-7.1, B-7.2, B-8, and B-9 

15 Section C: All schedules except C-1, C-4, C-4.1, and certain C-3 adjustments 

16 Section D: Schedules D-5 and PCD-5 

17 Q6. Does your testimony include information for the East Ohio and West Ohio divisions 
18 ofDEO? 

19 A6. Yes. Since The West Ohio Gas Company was merged into East Ohio as of December 31, 

20 1996, combined financial information has been presented. 



1 m . B SCHEDULES 

2 Q7. Please describe Schedule B-5.1. 

3 A7. Schedule B-5.1 provides date certain and 13-month average balances for the non-cash 

4 components included in the working capital calculation. These non-cash components 

5 include the following: 

6 (1) Customers' deposits offset: The test year average balance of customers' security 

7 deposits is ($24,059,713). 

8 (2) Interest on customers' deposits: The amount ($721,791) represents the amount of 

9 test year interest that will accme on and be added to the average balance of test year 

10 customers' deposits. 

11 (3) Materials and supplies held for normal operations: DEO's materials and supplies 

12 do not include any inventories held for additions and new constmction. The test year 

13 average balance of materials and supplies in inventory is $2,278,708. 

14 (4) Percentage oflncome Payment Plan (PIPP) uncollectibles balance: This amount 

15 is the test year average balance of PIPP arrearages under twelve months old. The test 

16 year average balance is $123,385,458. This balance is ftirther discussed in the testimony 

17 of Jeffrey A. Murphy. 

18 Q8. Please describe Schedule B-6.2. 

19 A8. Schedule B-6.2 is not applicable. Because contributions in aid of construction are netted 

20 against gross plant balances shown on Schedule B-2.1, they are not considered a separate 

21 other rate base item. 



1 Q9. Schedules B-7, B-7.1, and B-7.2 request jurisdictional allocation factors, 
2 jurisdictional allocation statistics, and changes in allocation procedures. Do these 
3 schedules apply to DEO? 

4 A9. No. The Company's entire service territory is jurisdictional. DEO does not have any 

5 non-jurisdictional utility plant. 

6 QIO. Please describe Schedule B-8. 

7 AlO. Schedule B-8 summarizes Gas Received, Sales and Other Deliveries, and Company Use 

8 for the twelve months ended March 31,2007, the date certain. This data is used to 

9 calculate the Company's unaccounted-for gas. 

10 Ql 1. Please describe Schedule B-9. 

11 All. Where applicable, Schedule B-9 provides the data for each CWIP project which was 

12 included in rates effective after April 10,1985, and which was placed into service 

13 between the date certain ofthe last rate case and the date certain of this rate case. DEO 

14 does not have CWIP amoimts embedded in ciurent rates, and there are no projects for 

15 which mirroring was begun in a prior case and wdll not be completed by the effective date 

16 of rates authorized as a result of this case. 

17 IV, C SCHEDULES 

18 Q12. What is shown on Schedule C-2? 

19 A12. Schedule C-2 is DEO's summary of its jurisdictional adjusted operating income at current 

20 rates for the test year. This schedule summarizes the unadjusted test year income and 

21 expenses from Schedule C-2.1 in the third column and adjustments to income and 

22 expenses from Schedule C-3 in the fourth column. The summarized unadjusted test year 

23 income and expense and the related adjustments are summed to arrive at adjusted 

24 operating income and expenses, which are shown in the fifth column. Adjusted and 



1 unadjusted federal income tax amounts are supported by Schedules C-4 and C-4.1, 

2 respectively, which are described in the direct testimony of DEO witness Robert Taylor. 

3 The adjusted information shown on Schedule C-2 contains representative levels of 

4 revenues at current rates and normal and reasonable levels of expenses associated with 

5 providing service to, and meeting the obligation to serve, the Company's customers for 

6 the test year. 

7 Q13. Please describe Schedule C-2.1. 

8 A13. Schedule C-2.1 provides details by frmction and by FERC account number of DEO's test 

9 year imadjusted revenues and expenses. The test year income and expenses comprise 

10 three months of actual data and nine months of forecasted data. Federal income tax 

11 amounts shown have been determined based on the imadjusted test year income and 

12 expenses. Because the rates proposed in this proceeding apply to all ofthe Company's 

13 service territories, and all service areas are jurisdictional, no jurisdictional allocations of 

14 less than 100% are necessary. 

15 Q14. Please describe the schedules that support the adjustments on Schedule C-2. 

16 A14. The adjustments shown on schedule C-2 are supported by the summary information 

17 contained in Schedule C-3 and its corresponding detailed information shown in 

18 Schedules C-3.1 through C-3.31. The adjustments described in these latter schedules are 

19 made to reflect annualizations, reclassifications, normalizations, additions, and 

20 eliminations to derive an income statement for the test year that accurately portrays the 

21 financial condition ofthe Company under current rates and provides an appropriate basis 

22 for setting rates. Because the federal income tax effect of each adjustment is shown on 



1 Schedule C-3 and the total tax effect ties to Schedule C-4, there is not a separate 

2 adjustment for federal income tax. 

3 Q15. What is the purpose ofthe adjustment to synchronize date certain revenue and gas 
4 cost shown on Schedule C-3.1? 

5 A15. There are timing differences between the purchase of gas from Standard Service Offer 

6 ("SSO") suppliers during the calendar month and the amounts billed to SSO customers 

7 during the revenue month. The adjustment of $12,494,370 increases 2007 purchased gas 

8 costs through March 31, 2007, the date certain, to match amounts billed to customers in 

9 the same period in order to eliminate those timing differences from the test year. 

10 Q16. Please describe the adjustment for the sale of storage in place shown on Schedule C-
11 3.2. 

12 A16. In January and February 2007, DEO made sales of stored gas to SSO suppliers totaling 

13 $22,758,722, which was recorded as revenue on DEO's books. Offsetting entries totaling 

14 $21,677,683 were made to apply the sales proceeds, net of gross receipts tax, as a 

15 reduction of costs deferred for recovery through the Transportation Migration Rider -

16 Part B. Since sales of storage to SSO suppliers are not recurring transactions, the 

17 adjustment on Schedule C-3.2 removes the sales from test year operating revenue, and 

18 removes the offsetting gas cost entries and the related gross receipts tax expense of 

19 $1,081,039 accrued on the sales from test year operating expenses. 

20 Q17. What is the operating revenue and cost annualization adjustment shown on 
21 Schedule C-3.3? 

22 A17. The adjustment on Schedule C-3.3 is needed to synchronize test year operating revenues 

23 and purchased gas costs based on projected test year sales volumes that have been 

24 normalized for the effect of weather. The determination of projected test year volumes 



1 by rate schedule is described in the direct testimony of DEO witness Larry Rice. The 

2 annualized sales volumes were priced using DEO's current base rates to arrive at adjusted 

3 base revenues, and at the actual SSO rates for January through June 2007 and projected 

4 SSO rates for the remainder of 2007 to arrive at adjusted gas cost revenues. Rider 

5 revenues were determined by applying the latest known rates to appUcable annualized 

6 volimies. Purchased gas costs included in test year operating expenses were adjusted to 

7 equal adjusted gas cost revenues. 

8 Q18. Please describe the billed riders adjustment on Schedule C-3.4. 

9 Al 8. Similar to the adjustment of purchased gas cost expense to match gas cost revenues, the 

10 adjustment on Schedule C-3.4 synchronizes operating expenses associated with riders 

11 charged by DEO with associated adjusted test year operating revenues. For this purpose, 

12 DEO has grouped its rider-related operating expenses in three categories: (1) gas cost 

13 related riders, which include volume banking fees, the Transportation Migration Rider -

14 Part A, and the Transportation Migration Rider - Part B; (2) uncollectible expense riders, 

15 which include the PIPP Rider and the Uncollectibles Expense Rider; and (3) tax-related 

16 riders, which include the natural gas consumption excise tax rider and the gross receipts 

17 tax rider. 

18 Q19. What is the gross receipts tax adjustment shown on Schedule C-3.5? 

19 A19. The adjustment on Schedule C-3.5 adjusts total test year gross receipts tax expense to the 

20 level of expense to be recognized based on adjusted test year operating revenues reduced 

21 for projected non-taxable revenues, taking into account the adjustment on Schedule C-3.2 

22 to total gross receipts tax expense and the adjustment on Schedule C-3.4 to the portion of 

23 gross receipts tax expense recovered through the gross receipts tax rider. 



1 Q20. Please explain the charitable contributions adjustment on Schedule C-3.6. 

2 A20. This adjustment removes from operating expenses the amount of test year charitable 

3 contributions to be allocated to DEO by Dominion Resources Services Inc. ("Service 

4 Company"). Charitable contributions to be incim-ed directly by DEO are not included in 

5 test year operating expenses. 

6 Q21. What is the adjustment for GTI program funding shown on Schedule C-3.7? 

7 A21. The adjustment on Schedule C-3.7 increases test year operating expenses by $600,000 

8 representing DEO's planned annual fimding for the Gas Technology Institute's ("GTI") 

9 Operational Technology Development program, which is discussed in the direct 

10 testimony of DEO witness Ron Edelstein. 

11 Q22. Please describe the rate case expense adjustment shown on Schedule C-3.8. 

12 A22, Schedule C-3.8 shows an increase to test year operating expenses for the incremental 

13 costs associated with filing this rate case amortized over three years. The details of those 

14 incremental costs are contained in Schedule C-8, which will be described later in this 

15 testimony. Such expenses are considered to be incremental since they have not been 

16 included in the budgeted amoimt for FERC account 928, regulatory commission expense, 

17 or in any other expense category shown on Schedule C-2.1 

18 Q23. Please explain the depreciation expense adjustment on Schedule C-3.12. 

19 A23. The adjustment on Schedule C-3.12 adjusts test year depreciation and amortization 

20 expense to the level of expense determined by applying current depreciation rates to 

21 property balances at March 31,2007, the date certain. The amoimt of this adjustment is 

22 the difference between unadjusted test year total depreciation and amortization expense 



1 shovm on Schedule C-2.1 and the total depreciation and amortization expense at current 

2 rates shown on Schedule B-3.2 "Current." 

3 Q24. What is the depreciation expense adjustment shown on Schedule C-3.13? 

4 A24. This adjustment is needed to reflect total depreciation and amortization expense on date 

5 certain property at proposed depreciation rates, which are supported by the latest 

6 depreciation study performed by Gannett-Fleming. The results ofthe latest depreciation 

7 study have been provided to Commission Staff as well as the Office ofthe Ohio 

8 Consumers' Coxmsel ("OCC"), and will be provided to other interested parties in this 

9 proceeding upon request. The amount ofthe adjustment is the difference between total 

10 depreciation and amortization expense on date certain property at current rates shown on 

11 Schedule B-3.2 "Current" and total depreciation and amortization expense on date certain 

12 property at proposed depreciation rates shown on schedule B-3.2 "Proposed." This 

13 adjustment matches test year expenses with the used and usefiil plant valuation at the date 

14 certain. 

15 Q25. Please describe the adjustment for interest on customers' deposits on Schedule C-
16 3.14. 

17 A25. Schedule C-3.14 shows an increase to test year operating expenses representing the 

18 reclassification ofthe interest expense associated with customers' security deposits. 

19 Interest expenses are not generally included in operating expenses. In the calculation of 

20 working capital, however, the thirteen-month average balance of customer deposits is 

21 eliminated from rate base as a non-investor supplied source of fimds. As a result, this 

22 adjustment is made to properly reflect DEO's cost of that fimding source in its total cost 

23 of service. 



1 

2 Q26. Please explain the property tax expense adjustment shown on Schedule C-3.16. 

3 A26. The adjustment on Schedule C-3.16 is needed to reflect test year property tax expense at 

4 the level of expense determined by applying the latest known property tax rates to the 

5 assessed value of adjusted jurisdictional property at the date certain, March 31,2007. As 

6 with the depreciation expense adjustments, the property tax expense calculation resulting 

7 in this adjustment provides a matching of test year expenses to the used and usefiil plant 

8 valuation at the date certain. 

9 Q27. What is the adjustment for annualized wages, salaries, and beneOts shown on 
10 Schedule C-3.17? 

11 A27. This adjustment represents the annualized effect of labor cost increases occurring or 

12 anticipated to occur during the test year and includes any corresponding increase in 

13 overthne and benefits. Consistent with other operations and maintenance expenses, the 

14 portion ofthe labor cost increase that would be capitalized has been excluded. The 

15 annualized wages, salaries, and benefits adjustment results in operating expenses that 

16 appropriately reflect labor cost increases that are known and measurable and 

17 representative ofthe levels of expense that will be incurred when the proposed rates 

18 become effective. 

19 Q28. Please describe the payroll tax adjustment on Schedule C-3.18. 

20 A28. Schedule C-3.18 shows an adjustment to taxes other than mcome taxes to reflect payroll 

21 tax expense commensurate with the adjusted test year labor costs. Included in the 

22 calculation of this adjustment are the F.I.C.A. taxes and federal and state unemployment 

23 taxes determined by applying current rates to test year taxable wages. As with the 

10 



1 adjustment for annualized wages, salaries and benefits, taxes on capitalized labor costs 

2 have been excluded. 

3 Q29. Please explain the adjustment for lobbying expense shown on Schedule C-3.19. 

4 A29. Although DEO's test year lobbying expense is not included in operating expenses, test 

5 year operating expenses include such costs allocated to DEO by the Service Company. 

6 The adjustment on Schedule C-3.19 eliminates costs incurred by the Service Company 

7 for political activities. 

8 Q30. What is the PUCO and OCC assessments adjustment on Schedule C-3.20? 

9 A30. This adjustment was made to adjust the annual PUCO maintenance fee and the OCC fund 

10 assessment at the level determined by applying historical rates to revenues reported on 

11 the 2006 Intrastate Gross Earnings report filed with the Commission. This calculation 

12 reflects the level of assessments expected to be levied during this test year. 

13 Q31. Please describe the advertising expense adjustment on schedule C-3.21. 

14 A31. For purposes of setting rates, DEO has excluded all advertising expenses from test year 

15 operating expenses, including both the amount expected to be incurred directly by DEO 

16 and the amount expected to be allocated to DEO from the Service Company. 

17 Q32. Please explain the adjustment for dues and memberships included on Schedule C-
18 3.22. 

19 A32. A review of dues and memberships expense included in test year allocations from the 

20 Service Company identified certain civic and industry dues paid to organizations that do 

21 not benefit the customers of DEO. Accordingly, such expenses have been removed from 

22 testyear operating expenses as shown on Schedule C-3.22. Test year dues and 

23 memberships costs that are anticipated to be incurred by DEO include no social or service 

11 



1 club dues or other dues to organizations that provide no benefits to DEO's customers and, 

2 accordingly, have been included in test year operating expenses. 

3 Q33. What is the public relations expense adjustment shown on Schedule C-3.23? 

4 A33. DEO has excluded from test year operatmg expenses costs incurred for social and 

5 charitable activities since such costs have been held to be non-recoverable in rates. This 

6 adjustment includes both costs anticipated to be incurred directly by DEO as well as costs 

7 to be allocated to DEO from the Service Company. Also included in the adjustment is 

8 employee relations expense allocated from the Service Company. 

9 Q34. Please describe the annual incentive plan expense adjustment on Schedule C-3.2S. 

10 A34. The adjustment shovm on Schedule C-3.25 adjusts annual incentive plan expense 

11 included in test year operating expenses to reflect incentive plan amounts actually paid in 

12 2007. 

13 Q35. Did DEO include a test year adjustment to include costs incurred in connection with 
14 the Commission's investigation of natural gas service risers? 

15 A35. No. On February 5,2007, DEO filed an application in Case No. 07-125-GA-AAM 

16 requesting approval to defer costs incurred in connection with the Commission's 

17 investigation of natural gas service risers, with the appropriate level of recovery to be 

18 addressed in DEO's next base rate case. Because that case is pending before the 

19 Commission and no ruling has yet been made, the Company has not included a Schedule 

20 C-3 adjustment for such costs. Should the Commission approve DEO's application in 

21 that case during the course of this rate case, DEO recommends that the Commission 

22 incorporate such costs into the revenue increase authorized for the Company. 

12 



1 Q36. Are there other Schedule C-3 adjustments that you have not explained? 

2 A36. Yes. Other Schedule C-3 adjustments that are not described in this testimony are 

3 addressed m the direct testimony of DEO v^tnesses Jeffrey A. Murphy and Daniel M. 

4 Ives. 

5 Q37. Why are there no social or service club dues shown on Schedule C-5? 

6 A37. As indicated in my discussion of Schedule C-3.22, DEO has excluded any amounts 

7 related to social or service club dues from adjusted test year operating expenses. 

8 Q38. Why are there no charitable contributions shown on schedule C-6? 

9 A38. As described in my discussion of Schedule C-3.6, DEO's charitable contributions are not 

10 mcluded in its operating expenses and DEO has excluded from test year operating 

11 expenses any amounts related to charitable contributions allocated from the Service 

12 Company. 

13 Q39. Please describe Schedule C-7. 

14 A39. Schedule C-7 provides the unadjusted test year amounts charged to the following FERC 

15 accounts shown on Schedules C-2.1, broken down by labor and other expenses: FERC 

16 accounts 907 through 910 mcluded in customer service and informational expenses, 

17 FERC accounts 911 through 916 included in sales expenses, and FERC account 930.1, 

18 general advertising expense. 

19 Q40. Please explain the rate case information shown on Schedule C-S. 

20 A40. This schedule details the estimated rate case expenses for the current case, the estimated 

21 rate case expense for the most recent prior case, and the actual and estimated expenses for 

22 the next most recent case. The schedule also shows a summary ofthe amortization ofthe 

13 



1 expenses estimated for this case and actually incurred for the rate case prior to the most 

2 recent case. As stated in DEO's motion requesting a waiver ofthe standard filing 

3 requirements in this case regarding Schedule C-8, DEO was unable to locate records of 

4 the actual rate case expense in the most recent case. Case No. 93-2006-GA-AIR. The 

5 actual expenses incurred for the rate case prior to the most recent case were obtained 

6 from Schedule C-8 filed in the most recent case. The Commission approved DEO's 

7 waiver request on August 15,2007. Although DEO's last two rate cases were resolved 

8 through stipulations by the parties involved, the estimated expenses for the current case 

9 reflect the assumption that the case will be fiilly litigated. 

10 Q41. Please explain the information presented in Schedules C-9 and C-9.1. 

11 A41. Schedule C-9 details the payroll and payroll-related costs included in unadjusted test year 

12 expenses as well as the effect of applicable Schedule C-3 adjustments to those payroll 

13 and related costs. The information is fiirther supported by Schedule C-9.1, which 

14 analyzes payroll information for the total company and for each of DEO's employee 

15 classifications, salaried and hourly. The analyses in Schedule C-9.1 include data for the 

16 most recent five calendar years as well as for the test year and present the man-hour ,̂ 

17 labor dollars, employee benefits, payroll taxes, and employee levels. Also included in 

18 Schedule C-9.1 are the monthly employee levels for the prior two calendar years and the 

19 test year. It should be noted that two versions ofthe total company data are presented: 

20 one that includes DEO's pension benefit credits in total employee benefits and employee 

21 benefits expensed and one that excludes the pension benefit credits from these lines ofthe 

22 schedule. The version that excludes the pension benefit credits displays a truer 

23 representation ofthe ratio of employee benefits expensed to total employee benefits and 

14 



1 is consistent with the proposed treatment of the test year pension expense credit described 

2 in the testimony of Mr. Ives. 

3 Q42. Please explain the Gross Revenue Conversion Factor calculated on Schedule C-10. 

4 A42. The Gross Revenue Conversion Factor, which is used on Schedule A-1 in the 

5 determination ofthe revenue deficiency, is computed by assuming that each dollar 

6 increase in operating revenue is offset by an associated increase in uncollectibles 

7 expense, state gross receipts excise tax, and federal income tax. In order to calculate the 

8 resulting operating income of an incremental revenue dollar, operating revenues are 

9 initially assumed to 100% of each incremental dollar. For DEO, since no reduction of 

10 that percentage results from increased uncollectibles due to the existence ofthe 

11 Uncollectibles Expense Rider, zero percent is entered onto Line 2 ofthe calculation. The 

12 current gross receipts excise tax rate of 4.75% is then applied to the operating revenues 

13 after adjusting for the uncollectibles percentage, with the result of 4.75% shown on Line 

14 4. The reduction associated with federal income taxes is calculated by applying the 

15 current marginal tax rate of 35% to operating revenues after reduction for uncollectibles 

16 and gross receipts tax. This provides a result of 33.3375%, which is shown on Line 6. 

17 Taking into account the reductions on Lines 2,4, and 6, DEO's incremental operating 

18 income is 61.9125% of each incremental operating revenue dollar, as shown on Line 7. 

19 The Gross Revenue Conversion Factor of 1.615183 is determined by dividing the 

20 incremental revenue percentage of 100 by the operating income percentage of 61.912 5. 

21 Q43. Please describe the data presented on Schedule C-11.1 and C-11.2. 

22 A43. Schedule C-11.1 presents comparative balance sheets as of December 31,2002 through 

23 2006, and as ofthe date certain, March 31,2007. The amounts on this schedule were 

15 



1 obtained from the Company's books of record as ofthe applicable dates. Schedule C-

2 11.2 presents the corresponding comparative income statements for the years ending 

3 December 31,2002 tiirough 2006, and for tiie test year ending December 31, 2007, The 

4 amounts on this schedule for the historical years were obtained from the Company's 

5 books of record for the applicable calendar year. The amounts provided for the test year 

6 correspond to amounts shown as Adjusted Revenues and Expenses on Schedule C-2 

7 through Net Operating Income. Other Income and Deductions was determined using 

8 three months actual data and nine months of planned data. Interest charges reflect the 

9 amount of interest expense shown on Schedule C-4 less estimated test year AFDC. 

10 Q44. What information is provided on Schedules C-12.1 through C-12.4 ? 

11 A44. These schedules are summaries of revenue and sales statistics for five historical years and 

12 five projected years as well as the test year. All historical data was taken from DEO's 

13 books of record. The projected data was determined from volumes and customer counts 

14 projected for DEO's 2008 - 2012 fmancial plan, which is currently bemg developed. The 

15 test year data corresponds with the adjusted test year revenues shown on Schedule C-2. 

16 Schedule C-12.1 shows total company revenue statistics and Schedule C-12.2 shows the 

17 same information as jurisdictional revenue statistics. Schedule C-12.3 shows total 

18 company sales statistics and Schedule C-12.4 shows the same uiformation as 

19 jurisdictional sales statistics. 

20 Q45. Please describe the information shown on Schedule C-13. 

21 A45. Schedule C-13 provides an analysis of activity in the reserve for uncollectible accounts 

22 for the three most recent years and for the test year, including the ratios of net write-offs 

23 and the provision for uncollectibles expense to the ending reserve balance. As noted on 

16 



1 Schedule C-13, amounts deferred for collection through the Uncollectibles Expense Rider 

2 have been excluded from this analysis. 

3 V. D SCHEDULES 

4 Q46. Please explain the information presented on Schedule D-5. 

5 A46. Schedule D-5 provides comparative financial data for the test year and the ten most 

6 recent years for DEO. Balance sheet data used to provide the test year amounts are taken 

7 from the Company's fmancial records as ofthe date certain, March 31,2007. Income 

8 statement information for the test year corresponds to amounts shown as Adjusted 

9 Revenues and Expenses on Schedule C-2 through Net Operating Income. Other Income 

10 and Deductions was determined using three months actual data and nine months of 

11 planned data. Interest charges reflect the amount of interest expense shovm on Schedule 

12 C-4, and AFDC is based on a financial estimate. Information for the historical years was 

13 obtained fix>m the Company's financial statements. 

14 Q47. What is the information shown on Schedule PCD-5? 

15 A47. Schedule PCD-5 is the parent company version of Schedule D-5. For purposes of this 

16 schedule, information for the years 1997 through 1999 is provided for Consohdated 

17 Natural Gas Company, and uiformation for the years 2000 through 2007 is provided for 

18 Dominion Resources, Inc. Balance sheet information for 2007 is presented as of June 30, 

19 2007, the most recent date for which financial data was available, and income statement 

20 information for 2007 is presented for the six months ended June 30,2007. 

21 Q48. Does this conclude your testimony? 

22 A48. Yes. 

2 3 COI-1381438v3 
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1 Direct Testimony of 

2 Sylvia P. Green 

3 L WITNESS IDENTIFICATION AND BACKGROUND 

4 Ql. Please state your name, occupation and business address. 

5 AL My name is Sylvia P. Green. I am employed as the Manager of Fixed Asset Accounting 

6 by Dominion Resources Services, Inc. ("Service Company"). My business address is 701 

7 East Gary Street, Richmond, Virginia 23219. 

8 Q2. Please summarize your educational background and employment experience. 

9 A2. I graduated fix)m Longwood College (currently Longwood University) in Farmville, 

10 Virginia m May 1979 with a Bachelor of Science degree in Business Administration with 

11 an accounting concentration. In May 1984,1 received a Masters of Business 

12 Administration degree from the University of Richmond, Richmond, Virginia. In 

13 addition, I am currently licensed by the Vfrginia Board of Accountancy as a Certified 

14 Public Accountant. I began work with Vkginia Electric and Power Company ("Virginia 

15 Electric") in May 1979 as an Assistant Accountant. Since that time I have been 

16 employed by either Virginia Electric or the Service Company in various accounting and 

17 information technology positions. In March 2005,1 transferred from a position of 

18 Manager in the Information Technology Department for the Service Company to my 

19 current position as Manager of Fixed Asset Accounting. 

20 Q3. In your current position, are you familiar with the books and records of The East 
21 Ohio Gas Company d/b/a Dominion East Ohio ("DEO" or "Company")? 

22 A3. Yes. 



1 n . PURPOSE OF TESTIMONY 

2 Q4. What is the purpose of your testimony in this proceeding? 

3 A4. The purpose of my testimony is to sponsor the following Section B Schedules, which 

4 address rate base and adjustments to rate base: B-2, B-2.1, B-2.2, B-2.3, B-2.4, B-2.5, B-

5 3, B-3.1, B-3.2, B-3.3, and B-3.4. 

6 Q5. Were these schedules prepared by you or under your direction and supervision? 

7 A5. Yes. 

8 Q6. Does your testimony include information for the combined operations of DEO's 
9 East Ohio and West Ohio divisions? 

10 A6. Yes, it does. For questions regarding detailed transaction data, separate schedules have 

11 been prepared to reflect detailed transactions for West Ohio from December 31,1982 

12 through December 31,1996; East Ohio fix>m December 31,1993 tiirough December 31, 

13 1996; and for the combined Company fix)m December 31,1996 through March 31,2007, 

14 the date certain. 

15 IIL B SCHEDULES 

16 Q7. What information Is shown on Schedule B-2? 

17 A7. Schedule B-2 is a summary ofthe Company's plant in service by major property 

18 groupings as of March 31,2007, the date certain. The schedule also summarizes the 

19 adjustments made to arrive at the adjusted jurisdictional plant in service by major 

20 property groupings as ofthe date certain. The total adjusted original cost of jurisdictional 

21 plant in service as of March 31,2007, is $1,939,317,268. 



1 Q8. What does Schedule B-2.1 show? 

2 A8. Schedule B-2.1 details, by plant account, the book cost ofthe plant in service data 

3 summarized in Schedule B-2. 

4 Q9. What does Schedule B-2.2 show? 

5 A9. Schedule B-2.2 details the proposed adjustments to plant in service by account number. 

6 QIO. What adjustments have been proposed by the Company? 

7 AlO. The Company is proposing six types of adjustments to plant in service. These 

8 adjustments remove from plant in service: (1) the acquisition cost of assets no longer in 

9 service; (2) costs for asset retirement obligations recorded in accordance with SFAS No. 

10 143; (3) capitalized leasehold improvements not retired upon expiration ofthe leases; 

11 (4) a contribution in aid of constmction ("CIAC") pmd by DEO; (5) costs associated with 

12 the extension of various leases; and (6) a reserve for future gas losses included in 

13 underground storage. 

14 Ql l . Please describe Schedule B-2.3. 

15 All. Schedule B-2.3 details, by plant accoimt, the actual book balances at March 31, 2007, as 

16 well as the actual additions, retirements and transfers that occurred between December 

17 31,1982 tiu-ough December 31,1996 for West Ohio; December 31,1993 tiirough 

18 December 31,1996 for East Ohio; and December 31,1996 tiirough March 31,2007 for 

19 DEO. 

20 Q12. What is shown on Schedule B-2.4? 

21 A12. Schedule B-2.4 is a list of all the leased property and improvements to leased properties 

22 that are capitalized and included in the rate base. 



1 Q13. Schedule B-2.5 requests information on property excluded from rate base. Does the 
2 Company have any such property? 

3 A13. Yes, the Company has excluded non-utility property with an original cost of $2,559,940. 

4 Q14. Please descnbe Schedule B-3. 

5 A14. Schedule B-3 details by plant account the Company's depreciation reserve balances, by 

6 major property groupings as of March 31,2007, and the adjustments made to arrive at the 

7 total adjusted jurisdictional depreciation reserve at the date certam of $ 852,185,473. 

8 Q15. What is the rationale for the adjustments to the depreciation reserve identified on 
9 Schedule B-3.1? 

10 A15. The adjustments on Schedule B-3.1 were made in order to reconcile the depreciation 

11 reserve with plant in service ui light ofthe related property adjustments shown on 

12 Schedule B-2.2. 

13 Q16. What is shown on Schedule B-3.2? 

14 A16. Schedule B-3.2 sets forth, as ofthe date certain, jurisdictional plant investment, current 

15 and proposed depreciation accrual rates and the calculated current and proposed annual 

16 depreciation expense. The current depreciation accrual rates used by DEO became 

17 effective January 1,2001 as approved by the Commission in Case No. 01-2592-GA-

18 UNC, with the exception ofthe accrual rate for Account 303.03, Miscellaneous 

19 Intangible Plant, which became effective January 1,2003 as approved by the 

20 Commission in Case No. 03-2204-GA-AAM. 

21 Q17. Please explain Schedule B-3.3. 

22 A17. Schedule B-3.3 is the summary of depreciation reserve accruals, retirements and transfers 

23 which occurred between December 31,1982 through December 31,1996 for West Ohio, 



1 December 31,1993 through December 31,1996 for East Ohio, and December 31,1996 

2 tiirough March 31,2007 for DEO. 

3 Q18. Please describe Schedule B-3.4. 

4 A18. Schedule B-3.4 contains the depreciation reserve and amortization expense related to 

5 leased property and improvements to leased property disclosed in Schedule B-2.4. 

6 Q19. Does this conclude your testimony? 

7 A19. Yes. 

8 COI-l381047vl 
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1 Direct Testimony of 

2 Robert D. Taylor 

3 I. WITNESS IDENTIFICATION AND BACKGROUND 

4 Ql, Please state your name, oceupatMon and business address. 

5 Al. My name is Robert D. Taylor. I am employed by Dominion Resources Services, Inc. 

6 ("Service Company") as Managing Director - Corporate Taxation. My business address 

7 is 701 E. Gary Street, Richmond, Virginia 23219. 

8 Q2. Please summarize your educational background and employment experience. 

9 A2. I graduated from Duquesne University (Pittsburgh, PA) in December 1972 with a 

10 Bachelor of Arts Degree in Political Science. After graduating from Duquesne, I emolled 

11 in their evening business school taking various accounting, business law and business 

12 mathematics courses in preparation for the Pennsylvania Certified Public Accountant's 

13 exam. I passed the exam in May 1977. I obtained a Masters of Science Degree in 

14 Taxation fix>m Robert Morris College in 1981. 

15 From 1969 through June of 1978,1 worked for Sauer, Ahlquist and Associates, a local 

16 Pittsburgh CPA firm concentrating in various areas of federal, state and local taxation of 

17 individuals, corporations, estates and trusts as well as audits and fmancial statement 

18 compilations. From July 1978 to February 1980,1 worked for another local Pittsburgh 

19 CPA firm, Crawford, Ellenbogen and Company in the same capacity. 

20 In February of 1980,1 joined Consolidated Natural Gas Service Company, Inc. 

21 ("CNGS") as Senior Auditor. In September of 1980,1 accepted a position in a new 

22 department, the Strategic Fmancial Planning Department as a senior analyst. I was 



1 appointed Assistant Treasurer, Finance in CNGS' Corporate Treasury Department in 

2 September 1984 and in January 1986 transferred to the Tax Department as Assistant 

3 Director, Taxes. Since then, I progressed to Director and to Assistant Vice President, 

4 Taxes. After the merger of CNGS' parent company. Consolidated Natural Gas 

5 Company, with Dominion Resources, Inc. ("DRI"), I accepted the position of Director -

6 Corporate Taxation with the Service Company and was subsequently promoted to my 

7 current position of Managing Director - Corporation Taxation. 

8 Q3. Are you a member of any professional organizations that address tax issues? 

9 A3. Yes. I am a member of the American, Pennsylvania and Virginia Institutes of Certified 

10 Public Accountants as well as the Tax Executives Institute. In addition, I am a member 

11 ofthe Tax Committees ofthe Interstate Natural Gas Association of America ("INGAA") 

12 and the American Gas Association ("AGA"). 

13 Q4. What are your responsibilities as DRS's Managing Director - Corporate Taxation? 

14 A4. I assist in the management and coordination ofthe DRI corporate tax fimction to ensure 

15 compliance with all tax laws in accordance with the highest standards of professional 

16 competence and integrity. That responsibility entails establishing system-wide policies 

17 for tax matters; fiimishing tax advice and guidance to system companies; oversight ofthe 

18 federal, state and local audits; engaging in tax research and planning and consulting with 

19 outside tax counsel; and engaging in special projects and studies concerning major 

20 acquisitions, reorganizations and other business transactions. 



1 H. PURPOSE OF TESTIMONY 

2 Q5. What is the purpose of your testimony in this proceeding? 

3 A5. My testimony addresses the following issues: 

4 • Tax Related Rate Base Items - Schedules B-6 and B-6.1; and 

5 • Tax Related Cost of Service Issues - Schedules C-4 and C-4.1. 

6 Q6. Were these schedules prepared by you or under your direction and supervision? 

7 A6. Yes. 

8 in . TAX RELATED RATE BASE ITEMS - SCHEDULES B-6 AND B-6,1 

9 Q7. Please describe the Investment Tax Credit adjustment to Other Rate Base Items as 
10 reflected on Schedule B-6. 

11 A7. Dominion East Ohio's ("DEO") adjustment to FERC Account 255 - hivestment Tax 

12 Credit reflects the normalization adjustment imder former Intemal Revenue Code Section 

13 46(f)(2)(B). Under former IRC Sec. 46(f), tiie benefits of tiie investment tax credits 

14 provided under former IRC Sec. 3S are not available for public utility property if the 

15 benefits related to those credits were "flowed through" to the utilities ratepayers in the 

16 ratemaking process as an immediate reduction to either rate base or income taxes ui the 

17 utility's cost of service calculations. In order to receive the benefits ofthe investment tax 

18 credits, DEO elected to ratably flow through (amortize) the investment tax credits in its 

19 cost of service federal income tax calculation and not to reflect any adjustments to rate 

20 base. Investment tax credits earned prior to 1971 were not subject to the normalization 

21 requirements and are reflected as an adjustment to rate base. 



1 Q8. Please describe the Deferred Income Tax adjustments to Other Rate Base Items as 
2 reflected on Schedule B-6. 

3 A8. DEO's adjustment to FERC Account 283 - Altemative Minimum Tax elmiinates the 

4 accumulated deferred taxes impact associated vrith the Altemative Minimum Tax Credit. 

5 DEO computes the current federal income tax expense for ratemaking purposes using the 

6 regular tax rate of 35% and not the minimum tax rate of 20%, as reflected in the 

7 consolidated federal income tax retum. 

8 DEO's adjustment to FERC Account 283 - Bad Debts - PIPP elmiinates the accumulated 

9 PIPP deferred taxes. PIPP bad debts are recovered through a separate rider and not 

10 through base rates. 

11 DEO's adjustment to FERC Accoimt 283 - Bad Debts - Tracker eliminates the 

12 accumulated deferred taxes associated with the uncollectibles expense adjustment 

13 mechanism. Most of DEO's non-PIPP uncollectibles expense is recovered through a 

14 separate rider and not through base rates. 

15 DEO's adjustments to FERC Account 283 - FIN 48 eliminate the impact on accumulated 

16 deferred taxes resulting from DEO's adoption of FASB Interpretation No. 48, 

17 Accounting for Uncertainty m Income Taxes, effective January 1,2007. Taking into 

18 consideration the uncertainty and judgment involved in the determination and filing of 

19 income taxes, FASB Interpretation No. 48 establishes standards for measurement and 

20 recognition in financial statements of positions taken by an entity in its income tax 

21 returns. Positions taken, or expect to be taken, by an entity in its income tax retums that 

22 are recognized in the financial statements must satisfy a more-likely-than-not recognition 

23 threshold, assimaing that the position will be examined by taxing authorities with full 



1 knowledge of all relevant information. In the case of these adjustments, due to 

2 uncertainty about the timing of certain deductions for tax purposes, the application of 

3 FASB Interpretation No. 48 resulted in a decrease to DEO's accumulated deferred tax 

4 liabilities. 

5 DEO's adjustment to FERC Account 283 - Pension eliminates the accumulated pension 

6 deferred taxes. As discussed in the direct testimony of DEO witness Daniel Ives, the 

7 FAS 87 impact of accoimting for pensions is eluninated for this base rate filing. 

8 DEO's adjustment to FERC Account 190 - UPGA (Unrecovered Purchased Gas 

9 Adjustment) eliminates the accumulated UPGA deferred taxes. UPGA is recovered 

10 through a separate rider and not through base rates. 

11 Q9. Does DEO normalize temporary differences? 

12 A9, Yes. DEO provides deferred taxes (normalizes) on all temporary differences. The 

13 Commission granted the Company authorization to normalize all temporary differences 

14 in Case No. 93-2006-GA-AIR. 

15 IV. TAX RELATED COST OF SERVICE ISSUES - SCHEDULES C-4 AND C-4.1 

16 QIO. Please describe Schedule C-4, 

17 AlO. Schedule C-4, Adjusted Jurisdictional Federd Income Taxes, shows the calculation of 

18 federal income taxes based upon the adjusted and proforma test year revenues and 

19 expenses delineated on Schedules C-1, C-2 and C-3. The computation includes the effect 

20 of reconcilmg items related to those revenues and expenses. Deferred taxes have been 

21 provided to normalize ail temporary differences. 



1 Qll . Please describe Schedule C-4,1. 

2 Al 1. Schedule C-4.1, Development of Jurisdictional Federal Income Taxes Before 

3 Adjustments, shows the calculation of federal mcome taxes based upon the unadjusted 

4 test year revenues and expenses delineated on Schedules C-2 and C-2.1. The 

5 computation includes the effect of reconciling items related to those revenues and 

6 expenses. Deferred taxes have been provided to normalize all temporary differences. 

7 Q12. Does this conclude your testimony? 

8 A12, Yes. 

9 COI-l38l088v3 
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1 
2 Direct Testimony of 

3 Larry J. Rice 

4 L WITNESS IDENTIFICATION AND BACKGROUND 

5 Ql. Please state your name, occupation and business address. 

6 Al. My name is Larry J, Rice. I am a Senior Transportation Analyst within the 

7 Transportation Services Department at Dominion East Ohio ("DEO" or "Company"). 

8 My business address is 1201 E. 55tii Street, Cleveland, Ohio 44103-1028. 

9 Q2. Please summarize your educational background and business experience. 

10 A2. I graduated fix>m the University of Akron hi 1986 with a Bachelor of Science degree in 

11 Accounting. I worked for DEO as a Management Intern - General Accounting in 1984 

12 and 1985 and a Management Intern - Planning and Budgeting in 1986. I joined DEO 

13 fiill-time in 1987 and have held various positions over the past twenty years in Planning 

14 and Budgeting, Gas Accounting, High Pressure Billing, Revenue Reporting, Rates and 

15 Regulatory, Gas Forecasting, Customer Billkig and most recently. Transportation 

16 Services. 

17 Q3. Please summarize your current job responsibilities relevant to DEO's Application. 

18 A3. In my current position, I am responsible for preparing the volumetric forecast for use in 

19 the five-year financial plan, which is based on projected future income statements for 

20 Company planning, and the posting of daily targets for the Energy Choice and SSO 

21 programs. The daily targets are the estimated daily volumes being consumed at the 

22 marketer pool level by its customers. The marketer is then expected to deliver for that 



1 day the matching supply onto DEO's system. In the past I have also prepared the 

2 volumetric forecast for the Long Term Forecast Report ("LTFR"). 

3 n . PURPOSE OF TESTIMONY 

4 Q4. What is the purpose of your testimony? 

5 A4. The purpose of my testimony is to sponsor Schedules E-4 and E-4.1, which summarize 

6 revenues by class and by schedule at present and proposed rates. 

7 Q5. Were these schedules prepared by you or under your direction and supervision? 

8 A5. Yes. 

9 m . SCHEDULES E-4 AND E-4.1 

10 Q6. What do Schedules E-4 and E-4.1 show? 

11 A6. Schedule E-4 summarizes the information detailed in Schedule E-4.1 regarding 

12 annualized operating revenue at both current and proposed rates. Both schedules are sub-

13 totaled at the Residential and Non-Residential customer level within each rate schedule. 

14 Separate sub-totals are provided for DEO's East Ohio and West Ohio divisions, as well 

15 as at a total Company level {i.e., East Ohio and West Ohio combined). Schedule E-4 

16 includes line items for Other Revenue and the Migration Rider - Part B impact that are 

17 not included hi Schedule E-4.1. Mr. Murphy explains the Proposed and Current Other 

18 Revenue and Migration Rider - Part B impact hi his direct testimony. 

19 Q7. Please explain how the rate blocks shown in Schedule E-4 were established. 

20 A7. I obtained billmg records from April 2006 through March 2007 from the Customer 

21 Information Systems, the Customer Care System ("CCS") (for predominantly residential 

22 and small non-residential customers) and the Special Billmg System ("SBS") (for 



1 predonunantly large non-residential customers.) Each billing record was reviewed and 

2 single service fee records (a single service fee record reflects usage for only one revenue 

3 month) were processed through a program that allocated the volumes into blocks based 

4 on the total usage ofthe bill. Attachment LJR 5.1 to my testunony identifies the blocks 

5 used in Schedule E-4. The blocks were determined by reviewing the Standard Filing 

6 Requirements for Schedule E-4 and subsidiary schedules as they apply to the current 

1 blocking for all rate schedules. After all records were processed, volume totals for each 

8 block for a revenue month were created based on division (East Ohio or West Ohio), rate 

9 schedule and account type (residential or non-residential). Next, a percentage of total 

10 volumes for each block for the rate schedule and revenue month was determined. This 

11 percentage was applied against the test year forecasted volumes for that revenue month to 

12 arrive at the number of volumes viithin that block. All records with multiple service fees 

13 were summed to confirm that aU volumes for the month were accounted for, but they 

14 were not included in the blocking analysis. These records reflect bills that were cancelled 

15 and rebilled during the revenue month and show consumption for multiple revenue 

16 months. Part ofthe initial processing ofthe billuig records looked for bills that were 

17 eventually cancelled and removed them from the blocking analysis as well. 

18 Q8. How were the volumes in Schedules E-4 and E-4.1 forecasted? 

19 AS. The projected volumes for approximately one hundred ofthe largest customers were 

20 provided at an account level by the Sales Department. The remaining volumes were 

21 forecasted at a customer class level by rate schedule. The variables used to determine 

22 monthly test year volumes were billing days, heating degree-days ("HDDs"), number of 

23 customers, daily base load and heating factor per degree-day. The daily base load and 



1 heating factors were based on the most recent twelve months of billing information and 

2 were unique to the customer class and rate schedule being forecast. The HDDs used for 

3 the test year were determined by reviewing the results of regressions usmg various years 

4 of moving averages and selecting the equation with the highest r-squared. The projected 

5 number of customers within a given rate schedule was based on the current composition, 

6 month-to-month variation in customer levels, and an annual customer growth rate based 

7 on a five-year history. The gas cost and associated sales tax for Energy Choice 

8 customers, which is billed on behalf of customers by then: supplier, is not included ui the 

9 revenue shown on the ECTS or LVECTS rate schedules. Fhm Storage Service ("FSS") 

10 revenue at full margm rates was estimated based on current contract levels and assuming 

11 that full contract levels are injected and withdrawn during the storage season. 

12 Q9. Please explain Rate Schedules GTS, GTS-N, DTS and DTS-N. 

13 A9. Schedules GTS and DTS apply to Generation Transportation Service ("GTS") and Daily 

14 Transportation Service ("DTS"), respectively. Certain existing customers that will 

15 qualify for service under the proposed GTS and DTS schedules currently receive 

16 negotiated transportation rates. These negotiated rates are provided to address customer-

17 specific competitive situations. In order to track volumes and revenues separate from 

18 accounts charged at standard GTS or DTS rates, a sub-class within each rate schedule 

19 was created with a delineation of "-N." By providing separate schedules for customers 

20 charged competitive rates, there will be no increase or decrease in revenue as a result of 

21 certain customers receiving a negotiated rate. DEO will continue to bill these accounts at 

22 present negotiated rates after the proposed rates go into effect. 



1 QIO. Does this conclude your testimony? 

2 AlO. Yes, it does. 



Attachment LJR-5.1 

Blocks Used To Accumulate Volumes 

Block 
01 
02 
03 
04 

1 05 
06 
07 
08 
09 
10 
11 
12 
13 
14 
15 
16 
17 
IS 
19 
20 
21 
22 
23 
24 
25 
26 

1 27 
28 

Start 
0.0 
0.1 
5.1 
10.1 
25.1 
50.1 
100.1 
125.1 
175.1 
200.1 
300.1 
400.1 
500.1 

1,000.1 
1,500.1 
2,000.1 
3,000.1 
4,000.1 
5,000.1 
10,000.1 
15,000.1 
20,000.1 
25.000.1 
30,000.1 
40,000.1 
50,000.1 
75,000.1 
100,000.1 

End 
0.0 
5.0 
10.0 
25.0 
50.0 
lOO.O 
125.0 
175.0 
200.0 
300.0 
400.0 
500.0 

uooo.o 
1,500.0 
2,000.0 
3,000.0 
4,000.0 
5,000.0 
10,000.0 
15,000.0 
20,000.0 
25,000.0 
30,000.0 
40,000.0 
50,000.0 
75,000.0 
100,000.0 
999,999.9 

COI.1381037v3 
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1 Direct Testimony of 

2 Cliff Andrews 

3 L WITNESS IDENTIFICATION AND BACKGROUND 

4 Ql. Please state your name, occupation and business address. 

5 Al. My name is Cliff Andrews. I am currentiy employed as a Business Development 

6 Manager for The East Ohio Gas Company d/b/a Dominion East Ohio ("DEO" or 

7 "Company"). My business address is 1201 East 55tii Street, Cleveland, Ohio 44103. 

8 Q2. Please summarize your educational background and employment experience. 

9 A2. I graduated from Michigan State University hi 1985 with a BA degree in Accounting. I 

10 eamed a MBA from the Weatherhead School of Management at Case Westem Reserve 

11 University with a concentration in Finance m 1993. I started working for DEO in 1986 

12 as a contract employee developing software for econonuc analysis of new market 

13 opportunities. I joined DEO in 1987 and since then have held various positions in 

14 Marketing, Sales, Planning and Business Development. 

15 Q3. Please summarize your current job responsibilities relevant to DEO's Application. 

16 A3. I am currentiy responsible for developing aimual and long-term throughput and revenue 

17 forecasts for the industrial customer segment. Additionally, I am responsible for 

18 developing various models for analyzing competition for our existing customer base as 

19 well as new opportunities to increase sales. Through my experience in the industry and 

20 with the Company, I have developed an understanding ofthe usage patters ofthe various 

21 customer classes served by DEO and the nature ofthe costs incurred to serve them. 



1 H. PURPOSE OF TESTIMONY 

2 Q4. What is the purpose of your testimony? 

3 A4. The purpose of my testimony is to support the Schedule E-3.2 class cost of service study 

4 submitted in the Company's Application and the related work papers. 

5 Q5. Were the cost of service study and relative workpapers prepared by you or under 
6 your supervision? 

7 AS. Yes. 

8 IH. CLASS COST OF SERVICE STUDY 

9 Q6. What is the purpose of a cost of service study? 

10 A6. The purpose of a cost of service study is to determine the costs to serve each of the 

11 Company's major customer classes so that their respective revenue responsibility and 

12 reqmrements may be established. The study tabulates not only the revenues and expenses 

13 attributable to a given customer class, but also that class's share of rate base. Ultmiately, 

14 a class cost of service study is an important tool used to assist with rate design. The rate 

15 of retum by customer group hidicates whether the revenue provided by the customers in 

16 each group recovers the cost to serve those customers. In summary, the cost of service 

17 study helps insure that the proposed rates are "cost based," meaning that each class bears 

18 its appropriate cost to serve that class. 

19 Q7. What methodology did you use to perform a cost of service study? 

20 A7. I utilized a three-step process generally referred to as functionalization, classification and 

21 allocation. In my experience, this is a recognized and accepted methodology for 

22 perfomung a cost of service study m the natural gas mdustry. 



1 Q8. Please explain the process of functionalization, classification and allocation. 

2 A8. Functionalization is the process of separating expenses and rate base items according to 

3 utility function (production/gathering, storage, transmission and distribution). The 

4 functional allocation of costs was accomplished through the utilization ofthe Company's 

5 accounting system which tracks costs/plant items in accordance with the FERC uniform 

6 system of accounts prescribed for natural gas companies. 

7 Classification identifies the component of utility service being provided. There are at 

8 least four basic components to the services rendered by DEO: demand/capacity related, 

9 energy/commodity related, customer related, and revenue related. Capacity costs are 

10 incurred to meet the maximum demand miposed on the system. Commodity costs vary 

11 with the volume of natural gas utilized by customers. Customer-related costs are driven 

12 by the number and type of customers served. Finally, certain costs are better allocated on 

13 the basis of revenues. Examples of these are certain taxes, the operatmg revenue portion 

14 of working capital, customer information and sales expenditures. 

15 After tiie costs have been fimctionalized and classified, the next step is to allocate them 

16 among the primary customer classes. This is accomplished through the employment of 

17 allocation factors that specify each class's share of a particular cost driver such as peak 

18 day requirements, throughput, or number of customers. The appropriate allocation factor 

19 is then applied to the respective cost element to calculate the share of cost for each 

20 customer class. 



1 Q9. Are there certain costs that do not lend themselves to functional categories? 

2 A9. Yes. Certain cost items such as working capital and taxes are treated separately. 

3 Working capital items are segregated into a cash component and several average monthly 

4 balance components. Each item within these categories is allocated based on the most 

5 appropriate allocation factor. Taxes are segregated into other taxes and federal income 

6 taxes, with the major components in each category being allocated in accordance with its 

7 underlying nature. 

8 QIO. Are there certain cost items within functional categories that do not lend themselves 
9 to classification as capacity, commodity, or customer related? 

10 AlO. Yes. For example, general and administrative ("G&A") expenses are not tracked along 

11 functional Imes. These costs support general activities across functional boundaries. 

12 Therefore, they have been allocated proportionally according to the functional share of 

13 total non-G&A operations and maintenance ("O&M") expenditures and then allocated to 

14 the respective customer classes according to the customer class share of each functional 

15 component. The same process is used to allocate general plant related costs uicluding 

16 gross plant, accumulated depreciation and depreciation expense. Allocating costs in that 

17 maimer indicates that both G&A and general plant support functional activities in a 

18 proportionate manner. 

19 Ql l . How was the breakdown between commodity and capacity determined? 

20 Al 1. For transmission and certam distribution expenses, the commodity portion was derived 

21 by applying the system load factor (33.185%) to the appHcable expenditures and/or plant 

22 items and were allocated based on total throughput (allocation factor #1). The remaining 

23 portion (66.815%) was deemed to be edacity related and was allocated based on excess 



1 peak day requirements (allocation factor # 6). For storage and gas stored underground 

2 (plant only), the commodity portion of expenditures are based on the average winter 

3 storage requirements as a percentage of maximum daily deliverability (33.113%) and are 

4 allocated based on winter storage requirement (allocation factor #7). The capacity 

5 portion is 66.887% and is allocated based on excess peak storage (day) requirement 

6 (allocation factor #8). 

7 Ql l . With respect to the classification process, please elaborate on how capacity costs are 
8 allocated. 

9 A12. There are several generally accepted methods for allocating and determining capacity 

10 costs. The methods that are most applicable to natural gas distribution utilities are: the 

11 coincident peak demand method (based on demands of various customer classes at the 

12 time of system peak); noncoincident peak demand method (based upon actual peak by 

13 class, regardless of time of use); and average and excess peak demand method (based on 

14 a two-part formula reflecting average system usage by class and each class' share of peak 

15 usage in excess ofthe average level). 

16 Q13. Which method did the Company employ and why was that selection made? 

17 A13. The average and excess method was employed for allocatmg capacity and commodity 

18 costs because this method provides the best recognition ofthe load factor characteristics 

19 for each class. Certain cost items are directiy attributable to the consumption of natural 

20 gas by the Company's customers. The average portion of this calculation recognizes 

21 these commodity costs. The excess portion, what is left after the average utilization 

22 component is factored out, represents plant and associated costs that must be held to meet 

23 the peak demands ofthe various customer classes. The excess portion of required 



1 capacity represents the incremental demand a given customer class will place on the 

2 Company's system. 

3 Q14. How were customers grouped for purposes of the allocation process? 

4 A14. Customers were grouped according to the tariff schedule under which they are billed. 

5 Where rate schedules had customers with similar usage pattems, the tariff schedules were 

6 combined as a single class. The groupii^s utilized for the cost of service study were: (1) 

7 General Sales Service ("GSS")/Energy Choice Transportation Service ("ECTS"); (2) 

8 Large Volume General Sales Service ("LVGSS")/Large Volume Energy Choice 

9 Transportation Service ("LVECTS"); (3) General Transportation Service 

10 ("GTS")/Transportation Service for Schools/("TSS"); (4) Daily Transportation Service 

11 ("DTS")/Off-System; and (5) Storage (FSS/EFSS/hi-Out). In tiie Company's experience 

12 and observation, the groupings selected represent customers with similar usage pattems. 

13 Q15. Please describe allocation factors used in the cost of service study. 

14 A15. Schedule E-3.2, pages 1-3 of 16, lists 30 allocation factors. Factors 1-4 and 9 are 

15 volumetric. Factors 5 and 6 describe peak day requirements (Factor 5 is total design peak 

16 day, while Factor 6 is excess peak day requirements). Factors 8 and 9 relate to storage. 

17 Factor 8 breaks out the total winter storage requirement, while factor 9 shows the 

18 allocation of excess peak day storage requfrements. Factors 10-14 relate to different 

19 measures for the number of customers. Factors 15-24 and 26 show revenue items broken 

20 down by customer class. Finally, Factor 25 and 27-30 are composite summaries of items 

21 developed ui the COS study. 



1 Q16. How were O&M costs aUocated? 

2 A16. The followii^ is a summary of how O&M costs are allocated: 

3 • Production/Gathering: All costs are allocated on a commodity basis utilizing 
4 gathering throughput. 

5 • Transmission: Commodity costs are allocated on total throughput, while capacity 
6 charges are allocated on excess peak demand. 

7 • Storage: Capacity charges are allocated on excess peak storage requirements, 
8 while commodity charges allocated on winter storage requirements. Under 
9 proposed rates, tiiere are certain Other Gas Supply expenditures (FERC 813) that 

10 are allocated only to the Storage customer class. 

11 • Distribution: Certain costs are dkectiy assigned and others, such as those related 
12 to services, meters and regulators, are allocated on a customer basis. The 
13 remaining costs are assigned on a capacity/commodity basis where capacity 
14 charges are allocated on excess peak demand and commodity charges are 
15 allocated on a total throughput basis. 

16 • Sales and Customer Information: These costs are allocated based on total revenue 
17 per class. 

18 • Genera! iSt Administrative: Costs are allocated functionally and across customer 
19 groupings based on the share ofthe functional cost. 

20 Q17. How are gross plant, depreciation reserve and depreciation expense items allocated? 

21 Al 7. Gross plant, depreciation reserve and depreciation expense follow a similar allocation 

22 pattern by function as the allocation of O&M expenses, except that no plant-related items 

23 are allocated based on revenues 

24 Q18. How are revenues allocated? 

25 A18. Revenues are assigned to each class exactly as they are recognized during the test period. 

26 The only exception to the direct assignment is "other revenue," where certain revenue 

27 streams are allocated according to relevant allocation factors. The other revenue 

28 allocation is detailed in Work Paper WPE-3.2c which, along with the other workpapers 



1 used in developing the study, is mcluded with my dkect testunony as Attachment C A-

2 6.1. 

3 Q19. Please summarize the workpapers contained in Attachment CA-6.1. 

4 A19. Workp^>ers WPE-3.2a through WPE-3.2h contain detailed back-up for certain items in 

5 the cost of service study. Specifically, the work papers show details on the storage 

6 allocators, peak day analysis (including average and excess determination), other revenue 

7 allocation, gathering throughput allocation, system load factor, customer-related plant 

8 and expense items, allocation of certain accounting adjustments, and number of 

9 customers. 

10 IV. SUMMARY OF CONCLUSIONS 

11 Q20. What conclusions are you able to draw from the cost of service study? 

12 A20. The cost of service study shows that the Company's revenue deficiency of approxunately 

13 $74 million is attributable primarily to the GSS/ECTS customer class. Conversely, the 

14 traditional transportation class is contributmg more to revenues than the costs associated 

15 with that class. Based on these fmdings, the Company has proposed a rate design that 

16 spreads the revenue responsibility more equitably among classes. 

17 Ql l . Does this conclude your testimony? 

18 A21. Yes 

19 C0I-1381353v2 
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The East Ohio Gas Company d/b/a Dominion East Ohio 

Case No. 07-0829-GA-AIR 

STORAGE COST ALLOCATION (WORKPAPER WPE-3.2a) 

1. EC/SSO STORAGE 

GSS 
LVGSS 

Peak Day 
Throughput 

1,736.191 
101,758 

Peak Day 
Storage 
Factor 

34.10% 
34.10% 

Max Storage 
Deliverability 

592,041 
34,699 

Storage 
Capacity 
multiplier 

51.9 
51.9 

Storage 
Capacity 
30,726,935 

1.800.903 

SA 

C 
D 

EFSS/INOUT 

Storage Capacity 
Delivoabllfty: 

6 
EFSS 

1 12.487.000 
1 240,597 

7 
In/Out 
4^70.874 

101.725 

a 
Total 

16.757,874 From DMG | 
342,322 EFSS: 60/51JQ, In/Out per contract j 

6C/51.9 Per Contract 

3, OPERATIONAL BALANCING 

Storage Capacity. 
Dellverabilfty: 

4.714.288 154 Bcf tess Hems 5A.5B. and dC above 
110,937 1.08 Bcf less items 3A. 3B, and 8D above 

4. ALLOCATION OF OPERATIONAL BALANCING 

Norv-base Period Volumes (MMtif) 
GSS 
LVGSS 

TOTAL* 

123,713 
7,580 

36.181 
167.474 

% 
73.9% 

4.5% 
21.6% 

100.0% 

Share of OB: 
C a p a d ^ 

3,482,441 
213,370 

1.018.477 
4.714,288 

Peak Day 
Requirements 

1,736,191 
101.758 
337.307 

2.175,256 

% 
79.8% 

4.7% 
15.5% 
100% 

Share of OB: 
Deliverability 

88.545 
5,190 

17.203 
110.937 

Excludes DTS/Off-System 

5. STORAGE ALLOCATION BY CLASS cos Allocator 7 

Class 
GSS 
LVGSS 
GTS 
DTS 
FSS/EFSS 
TOTAL 

A 
PeakDelivarabnity 

680,586 
39.889 
17.203 

-
342,322 

1.080.000 

% 
63.0% 
3.7% 
1.6% 
0.0% 

31.7% 
100.0% 

B 
Capacity 
34,209,376 
2.014,273 
1.018.477 

-
16.757,874 
54,000.000 

1 

% 
63.4% 

3.7% 
1.9% 
0.0% 

31.0% 
100% 

COSAHocxtara 

Excess Peak Day Calculation 
Avg 
226.552 

13.340 
6,745 

. 
110,979 
357,616 

Excess 
454.034 

26.550 
10,458 

. 
231,343 
722.384 

Excess % 
62.9% 
3.7% 
1.4% 
0.0% 

32.0% 
100.0% 

* Based on Non-base pertod votomes (October-AprH) 5B/151 5A-Avg 

6. CAPCITYvs. COMMODITY BREAKDOWN 
Average 
Exc^s 
Peak 

357.615.894 
722.384.106 

1.080,000 

33.113% 
66.887% 
100.0% 

Commodity 
Capacity 
Total 

Average daily storage » 54 Bcf/151 days 
Total Peak Day storage less average daily storage 
(1,080.000 Mcf-357,6ie Mcf = 722,384 Mcf) 

July 18,2007 
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The East Ohio Gas Company d/b/a Dominion East Ohio 
Case No. 07-0829-GArAIR 

CUSTOMER RELATED ITEMS (WORKPAPER WPE-3.2e) 

CUS1CMER RELATED D18TRIBUTI0N (PIJWT) 
SeniJces { 
Services AH Pressuras: (380.01) 
Sefvioes.tjc»v Pressure: (380.02) 
Services. Regulated Pressure: (380.03) 

Mefara&Raaulatos 
Mefeis-Meters(38l.01) 
Meters - Recording Gauges (361.02) 
Meteis - Hexagram (361.03} 
Meter Installs^ons - Residential (382.01) 
Meter InstaRallons - Commarctal (382.02) 
House regidators-Small (383.01) 
House regudatots-LaiBel (383J)2) 
House Regulator tnst^lation (384) 

Total Meters and Regulators 

V ^ V ^ m i CtiStonffT fWgte^ 
M&R Stations-lnduslrial {376.02} 
Speciftt Services (360.04) 
liduslrial M&R-Meters^Oauges (385.01) 
InduslrfBl M&R-Other (389,03) 

Total Imtostrial, Custonw Relafsd 

CUSTOMER RELATED DISTRIBUTION (RESERVE) 
Source: B-Z1 Distribution 

13.734.541 
134.429.088 
153.014,652 

69,228,758 
3.037.403 

12.142,200 
20.602,074 
10.247,655 
8.359,907 
5,087,607 

1.W3,13a 
129.746,737 

152,326 
479.145 

1.317.476 

s^sz^s 
7,206,173 

Services 
Services Mi Pressures: (360.01) 
Services, Low Pressure: (380.02) 
Services. Regulated Pressure: (380.03) 

Metera & Reoulaters: 
Meiers-Meters: (381J31) 
Meters - Recording Gauges (381.02) 
Meiers - Hexagram (361.03) 
Meter Installations - R^idenUal (382,01) 
Meter installations - Commercial (3S2.02) 
House regulabHs-Stnatl (383.01} 
House regulatofS-Largel (383.02) 
House Regulator Installafon (384) 

Total Meters and Regulators 

kKfustrial Customer Related 
M&R Statkmfr^ustrial (375.02) 
Special Seratees (380.04) 
IrKluiAial MAA-MetersA3auges 385.01 
fcutustrial MAR^Olher 385.03 
Total Industrial Ciifitomer Related 

Source: B-3 DistribuHon 
10.884,630 
82,370,541 
60,198.835 

11.904.681 
(1,703,929) 
7.212,718 
1.866.302 
1.112,408 
2,610,258 
1,955.334 

343.644 

26,301,415 

65,000 
405.078 
485,630 

2,566,477 
3.522.186 

CUSTOMER RELATED DEPRECIATION EXP. 
S e r i e s 

Source: B.3.2 Proposed Oistr CUSTOMER RELATED DISTRIBUTION O&M EXPENSE 

Senrices AH Pressures: (380.01) 
Sendees. Low Pressure: (380.02) 
Services. Regulated Piessure: (380.03) 

mmABaoimas. 
Meters-MstBra(381X)1) 
Meiers - Recording Gauges (381.02} 
Meters-Hexagram (^1.03) 
Meter hstaHations - ResldenSal (382.01) 
Meier installattons - Cormnertaal (382.02) 
House regiiators-SmaH (383.01) 
House f^UMors^Jtegel (383.02) 
Hoise ItegulatDr Installation (384] 
Total Meiers & Regulators 

Customer Ratged. Industrial 
M&R Stations (IndustrNil) (375.02) 
Special Senrioes (380.04) 
Industtiat M & R Meters & Gauges (385 J)1) 
IndustrfaF M ft R Ottwr (3SS.03) 
Total Industry 

SS49,382 
17.689,344 
$6,120,586 

$1,869,122 
$110,866 
$809,885 
$457,368 
$227,498 
$310,989 
$189,631 

^5 .2 ia 
$4,000,668 

$3,382 
$25,874 
$31,356 

£1ZSJ22 
$185,733 

DistrlbutiQn.<3enefal t^ustomer Rdatfld 
Meier and House Regulator Expe. (876) 
Customer Installations Expenses (879) 
MeJntenwKe. Services (892) 
Malntenanoe.Meters/Hou5e Regs. (893) 
TOTAL 

Distrtbutioci-lndustrial Customer Related 
M&R Expenses, Industrial (876) 
M&R Maintenance. Industrial (890) 
TOTAL 

Source: C.21,3a 
$11,957,657 

$1,106,650 
$2,794,650 

$861,804 
$16,720,961 

$195,524 
$166,204 
$351,728 

July 16,2007 



The East Ohio Gas Company d/fo/a Dominion East Ohio 
Case No, 07-0829-GA-AIR 

System Load Factor-Capacity/Commodify (WORKPAPER WPE-3.2f) 

Dominion East Ohio 
System Load Factor 

Total 

Apr-m 
May-06 
J u i t ^ 
Jul-06 
Aug-06 
Sep-06 
Oct-06 
Nov-06 
Dec-06 
Jaii-07 
Feb-07 
Mar-07 
Total 

Daily 
Peak 
T.oad Factor 

Conuoodijy: 
Excess Capaci^ 
Total: 

17.001,180 
13,858^43 
12,541.635 
10,012.805 
10.552390 
10,917,600 
20,026,021 
24,453,664 
29.704.739 
37,779,116 
45,110390 
28,732.560 

260,691.043 

714;222 
2,152.261 

033185 

33.185% (°= average system load &ctor) 
66.815% (100% nunus avg. system LJF.) 

100.000% 

July 18,2007 



The East Ohio Gas Company d/b/a Dominion East Ohio 

Case No. 07-0829-GA-AIR 
Peak Day (Average/Excess Peak Day) Calcalation (WORKPAPER WPE-3.2g) 

Dominion East Ohio 
Test Year-Peak Day 
Forecast in MMcTs 

Sch^ute 
GSS/ECTS 
LVGSSA.VECTS 
GTS/TSS 
DTS/0ff-6ystem 
Tcrtal 

Pealc Day Forecast 
Design Day (HDD := 
Schedule 
GSS/ECTS 
LVGSSA.VECTS 
GTS/TSS 
DTS/Off-System 

Total 

Throi;flhpiJt 
143,308^10 

8,994.640 
51.952.159 
50.368.814 

254.624,423 

78) 
Res. 
1.350.279 

18.175 
3.799 

.-

1,372.254 

Avfl. Daily 
392.627 
24.643 

142.335 
137.997 
697.601 

Non-Res 
385.911 
83.583 

333.508 
231.768 

1.034.770 

con Allocator #5 
Total Peak Oay 

1.736.191 
101.758 
337.307 
231.768 

2.407.024 

Reqiiirements 

AVQ. 

392.627 
24.643 

142.335 
137.997 

697.601 

COS Allocator #6 
Excess Peak Dav 

1,343.564 
77.115 

194.972 
93.771 

1.709.422 

July 18.2007 



W 'm 
O o 
* ^ SS 

< 

41 
a 
t 

o 
CO 

^ 
Q 
^ 

£ 
^ 
^̂  i 
§ i _ 

a 

(/' 
</: s 
h-
o 

g 
^ 
^ 
(0 
(0 
o > - i 

i 

o 
'~ 

D: 

3 
1 ^ 
CO 

o 
TO 

«1 
" 

£P 
r̂  

o 
T— 

a> 
C4 

1 
O I 

i 
a 

<o 
Y~ 

i 
1 CO 
a> 
c 

8 
o 
§ 
c& 
*4* 
CO 

« 

1 ^ 
T -

DO 

i 
T - " 

s 
^ , 

s 

^ t ~ 

CM 

<u 
c 
3 

i 

Z3 

s 
of 
K 
CO 

GO 
h* 

CO 
^b 
o 
of 

i 

1 
^ 

^ 
—̂ 

Q:: 

3 
8 
^-

S 

15 
12 

s 

CSl 
T " 

Qi: 
3 
j ; 

§: 
i*» 

CO 
1 ^ 

o 
^ 
of 

1 
K 

e 

O 

O 

E 

1 D-

T - OJ 

•o 

I 
<0 

O 

i 
ta 



DEO EXHIBIT 7,0 

BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter ofthe Application of 
The East Ohio Gas Company d/b/a 
Dominion East Ohio for Authority to 
Increase Rates for its Gas Distribution 
Service 

In the Matter ofthe Application of 
The East Ohio Gas Company d/b/a 
Dominion East Ohio for Approval of 
an Altemative Rate Plan for its Gas 
Distribution Service 

In the Matter ofthe Application of 
The East Ohio Gas Company d/b/a 
Dominion East Ohio for Approval to 
Change Accounting Methods 

Case No. 07-829-GA-AIR 

Case No. 07-830-GA-ALT 

Case No. 07-831-GA-AAM 

DIRECT TESTIMONY OF 
RONALD EDELSTEIN 

ON BEHALF OF 
DOMINION EAST OHIO 

Management policies, practice and organization 

Operating income 

Rate base 

Allocations 

Rate of retum 

Rates and tariffs 

Other 



TABLE OF CONTENTS 

Page 

L WITNESS IDENTIFICATION AND BACKGROUND 1 

IL PURPOSE OF TESTIMONY 2 

IIL HISTORY AND MISSION OF GTI 2 

IV. GTI RESEARCH AND DEVELOPMENT 3 

V. PLANNED R&D FOR DEO 9 

VL COST RECOVERY OF GTI CHARGES 14 

ATTACHMENT RE-7.1 

- 1 -



1 Direct Testimony of 

2 Ronald Edelstein 

3 L WITNESS IDENTIFICATION AND BACKGROUND 

4 Ql. Please state your name» occupation and business address. 

5 Al. My name is Ronald Edelstein. I am employed by the Gas Technology Institute ("GTI") 

6 as Directorj State Regulatory Programs. My business address is 1700 South Mount 

7 Prospect Road, Chicago, Illinois 60618. 

8 Q2. Please summarize your educational background and professional experience. 

9 A2. I graduated from the University of Florida with a BS in Aerospace Engineering (1969), 

10 Rensselaer Polytechnic Institute ("RPI") with an MS in Engineering Science: Solid 

11 Mechanics (1972), and another MS from RPI in Engineering Science: Environmental 

12 Science & Technology (1977). I began my employment with Pratt & Whitney, working 

13 as a structural engineer on gas turbines for 8 years. I then joined Plarming Research 

14 Company as an engineering consultant to the U.S. Department of Energy for three years. 

15 My next employment was with the Solar Energy Research Institute, where I worked as a 

16 research and development ("R&D") planner for three years. I joined the Gas Research 

17 Institute ("GRI") (now Gas Technology Institute or "GTI") in 1983 as an R&D planner. I 

18 have also held positions as Director of Planning and Director of Sales. My current 

19 position is Director of State Regulatory Programs. I have been on the Technical 

20 Advisory Board ofthe California Institute for Energy Efficiency, the California Research, 

21 Development, and Demonstration Working Group to define public interest R&D, and am 

22 currently serving on the Termessee Home Energy Conservation Task Force focusing on 

23 making natural gas more affordable for low-income consumers. 



1 Q3. Have you previously filed testimony before any regulatory commission? 

2 A3. Yes. I have filed testimony before regulatory commissions in the states of Georgia, 

3 Kansas, Massachusetts, Michigan, Missouri, Oklahoma, Tennessee, and Virginia. 

4 n . PURPOSE OF TESTIMONY 

5 Q4. What is the purpose of your testimony? 

6 A4. The purpose of my testimony is to summarize the history of GTI and its predecessor GRI, 

7 to describe the benefits that natural gas consumers receive from GTI-fimded R&D, and to 

8 explain why I believe it is reasonable for the Public Utilities Commission of Ohio 

9 ("Commission") to allow The East Ohio Gas Company d/b/a Dominion East Ohio 

10 ("DEO" or "Company") to make a $600,000 adjustment to test year operations and 

11 maintenance ("O&M") expense to fimd GTI-sponsored R&D that will directly benefit 

12 DEO's customers. These benefits include increased safety, enhanced deliverability, 

13 contained costs for distribution O&M, enhanced environmental quality, greater system 

14 integrity, and lower energy use and energy bills through high efficiency appliances and 

15 equipment 

16 m . HISTORY AND MISSION OF GTI 

17 05. What is GTI? 

18 A5. GTI is a not-for-profit corporation and a leaduig research, development and training 

19 organization serving energy markets. GTFs customers include energy industry 

20 companies, equipment manufacturers, government agencies and other organizations. 

21 Natural gas local distribution companies ("LDCs") and pipeline companies, in agreement 

22 with the Federal Energy Regulatory Commission ("FERC"), formed GRI (the 

23 predecessor of GTI) in 1977 in the midst of natural gas curtailments and a predicted gas 



1 supply shortage. GRI's mission was to plan, manage, and develop financing for a 

2 cooperative R&D program addressing unprovements in production, transport, storage, 

3 and end use of gaseous fuels for the mutual benefit ofthe natural gas industry and its 

4 present and future customers. 

5 Q6. How is GTI funded? 

6 A6. From the time GTI was established in 1977 until recentiy, GTI was funded through a 

7 FERC-authorized surcharge on gas transported over the interstate pipelines. DEO 

8 customers have historically supported GTI R&D through upstream suppliers' prices 

9 which were in tum charged under DEO's retail cost of gas. The FERC discontinued that 

10 charge m mid-2004 and has transferred the funding authority to states. Thus, GTI no 

11 longer collects FERC-approved fimds, but relies instead on state-based approval of R&D 

12 surcharges. 

13 IV. GTI RESEARCH AND DEVELOPMENT 

14 
15 Q7. In what areas does GTI focus its R&D efforts ? 

16 A7. GTI's focus has been on increased-efficiency, lower-emissions equipment for traditional 

17 end uses such as residential/commercial space heating and water heating equipment and 

18 industrial process heating, steam production, drying, and combined heat and power 

19 applications 

20 Q8. What results has GTI had with its research into residential space heating? 

21 A8. Prior to GTI, typical home furnace efficiency was in tiie range of 60% to 70%. Witii tiie 

22 introduction ofthe 96%+ efficiency fully condensing pulse combustion furnace in the 

23 1980's, GTI encouraged manufacturers to develop options for the fully condensing 



1 furnace. Today, condensing furnaces with over 90% efficiency account for about 25% of 

2 residential furnace sales; the pulse combustion furnace and its derivatives are still the 

3 most efficient fiimaces on the market. 

4 Q9. How has GTI's research in the area of fully condensing furnaces benefited 
5 residential consumers in Ohio? 

6 A9. In Ohio, between 1995 and 2000, over 388,000 fully condensing furnaces were sold to 

7 residential consumers. These have benefited Ohio consumers who purchased the devices 

8 by net present value of savings of $743 per furnace, even taking into account the higher 

9 capital cost ofthe more-efficient furnaces, compared to a 78% efficient gas fiimace. This 

10 has saved Ohio residential consumer over $288 miltion dollars, net present value. 

11 Additionally, in 2002 alone over 4 Bcf of reduction in gas load was achieved, resulting in 

12 savings to all Ohio consumers because of reduction in gas demand. 

13 QIO. How do these savings compare to the cost of the GTI R&D program during the 
14 period when GTI R&D was funded with a FERC surcharge? 

15 AlO. Over the same time period, 1995 - 2000, the entire GTI FERC R&D program cost all 

16 Ohio residential gas customers $ 17.10 per customer for the six years indicated, or about 

17 $43 million. The benefit-to-cost ratio of just one GTI-developed technology, then, 

18 compared to the entire cost ofthe R&D program, was 6.7 to 1. As shown in Attachment 

19 RE-7.1 of my testunony, nationally, the most recent benefit-to-cost ratio for technologies 

20 that GTI developed and brought to the marketplace over the last five years ofthe FERC 

21 program is 8 to 1. 

22 



1 Ql l . Have GTI's R&D efforts also benefited commercial customers? 

2 Al 1. Yes. GTI funding has produced a new generation of natural gas engine-driven, 

3 absorption, and desiccant-based cooling systems. First-generation single-effect 

4 absorption cooling systems had coefficients of performance ("COPs") of 0.6. A higher 

5 COP indicates higher efficiency. The COP for new systems developed in part through 

6 GTI funding range from 0.8 to 1.2, producing gas savings as well as lowering peak 

7 electric loads. In additional, GTI's funding has led to the development of heat pumps 

8 with efficiencies ranging from 100-120% (exceeding even the 96% efficiency ofthe fully 

9 condensing fimiaces). 

10 Q12. Has GTPs R&D resulted in products that are used in industrial applications? 

11 A12. Yes. GTI-funded advancements in industrial combustion equipment helped increase 

12 efficiency and lower emissions fix)m process heating and boiler steam production 

13 faciUties. For instance, in 2001, GTI demonstrated oscillating combustion on a forging 

14 fimiace with a 49% decrease in nitrogen oxide ("NOx") emissions and a 3% decrease in 

15 fuel usage, while keeping the average carbon emissions below 100 ppm; this technology 

16 has applications to a wide range of high-temperature industrial fiimaces. 

17 Q13. How have GTFs efforts contributed to safety? 

18 A13. Typically, as new equipment is developed, systemic gaps can cause problems in the areas 

19 of safety and reliability. For example, gas furnace corrosion is dependent on vent system 

20 design and installation but, typically, the meter and upstream service is handled by the 

21 LDC, the furnace by the manufacturer, and the vent system by the installers. As 

22 manufacturers began to offer partially condensing furnace designs with 80% to 90% 

23 efficiencies, the heat exchanger and vent system began to experience corrosion problems 



1 which did not exist in the lower-efficiency fiimaces sold before 1981. GRI designed 

2 improved heat exchangers and developed vent installation guidelines that minimized the 

3 amount of condensation. GRI also developed furnace installation instmctions that are 

4 included in every mid-efficiency residential fiimace sold in the United States and its vent 

5 design procedures have been mcorporated into the National Fuel Gas Code. 

6 Q14. Are there other examples of safety-related R&D? 

7 A14. Yes. Other safety-related research resulted in the elimination of "false positives" from 

8 carbon monoxide monitors and developed scientific data for acceptable NOx levels for 

9 indoor air quality. In 1998, GTI introduced a test methodology to evaluate new water 

10 heater designs that could reduce or prevent flammable vapor incidents when flammable 

11 liquids are improperly stored adjacent to the heater. 

12 Q15. Has GTI engaged in R&D related to gas transmission and distribution systems? 

13 A15. Yes. GTI research has focused on the fimdamentals of polyethylene ("PE") pipe, 

14 especially fracture mechanics, failure analysis, and joining integrity in an effort to lower 

15 the technical risks and increase the confidence in PE pipe. When GTI was created, 

16 plastic pipe comprised about 20% of all new distribution mmns; today, non-corroding PE, 

17 with a cost of about half that of coated steel pipe, comprises over 90% of all new main 

18 installations. In addition, most gas mains and services installed in the 1970s used 

19 trenching tools, which tore up the surface and subsurface, increasing restoration costs and 

20 risked penetrating near-surface utility lines. Six years of GTI research yielded the first 

21 set of guided horizontal boring tools, >^ch are now in general use throughout the gas 

22 industry, providing substantial O&M cost savings. 



1 Q16. Has GTI R&D improved operational safety? 

2 A16. Yes. For instance, GTI developed die optical methane detector ("OMD"). This device 

3 works by directing a laser beam fix»m a vehicle to quickly and reliably scan streets for 

4 methane leakage. Many LDCs conduct required leak inspections by a walking survey; 

5 the OMD will allow LDCs to convert to driving surveys with a significant reduction in 

6 response time and reduction in labor cost. Although the technology continues to develop, 

7 DEO has informed me that it already utilizes OMD to perform leak detection in portions 

8 of its service territory. GTI's gas transmission R&D introduced low-NOx controls for 

9 reciprocating engines and gas turbines used at large compressor stations. 

10 Q17. In what areas is GTI currently focusing on R&D? 

11 A17. GTI's current R&D efforts include the following areas of research intended to provide 

12 cost benefits, improve the enviroimient, and promote system safety and integrity: 

13 • Advanced laser-based drilling and fracturing technologies are in the basic 
14 research stage and require a substantial amoimt of fimding to carry them forward. 

15 • Totally new sources of natural gas supply may be required to ensure domestic gas 
16 supply security. A vast supply resource may be in natural gas hydrates but DOE's 
17 basic research has not yet lowered the technical unknowns and risks to permit 
18 even exploratory production. 

19 • Pipeline and distribution integrity requirements will enhance the safety ofthe 
20 natural gas system, but R&D is needed on both pigging technology, that is, 
21 nondestructive evaluation ("NDE") techniques, and on direct assessment 
22 approaches (as an altemative to pigging or hydrostatic testing). Substantial 
23 research is needed to enhance the confidence in current NDE techniques used to 
24 inspect natural gas pipelines. A substantial portion ofthe national pipeline system 
25 is not "piggable"; tiiat is, valves, bends, turns, reduced-diameter pipe sections, or 
26 other obstmctions prohibit internal inspection by moving a mechanical device, or 
27 "pig", through the pipe. Further, current NDE tools and technologies can detect 
28 pipe wall thirmii^ and circumferential flaws but other types of flaws, such as 
29 stress corrosion cracking and axial flaws, are very difficult to detect. Only 
30 additional R&D can ameliorate these and other issues such as pipeline coatings 
31 lifetime determination and microbiologically influenced corrosion. 


