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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is James W. Daniel. My business address is 919 Congress Avenue, 2 

Suite 1110, Austin, Texas, 78701. 3 

Q. ARE YOU THE SAME JAMES DANIEL THAT PROVIDED PHASE II DIRECT 4 

AND REBUTTAL TESTIMONY ON BEHALF OF THE OFFICE OF CONSUMER 5 

SERVICES (“OCS”)? 6 

A. Yes. 7 

Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY? 8 

A. The purpose of my surrebuttal testimony is to respond to certain claims made in 9 

the Phase II rebuttal testimony of Dominion Energy Utah (“DEU”).  More 10 

specifically, I address issues raised in the Phase II rebuttal testimony of DEU 11 

witness Austin Summers.  12 

  I have limited my surrebuttal testimony to issues related to DEU’s design 13 

day/throughput allocation factor and to DEU’s allocation of general plant 14 

depreciation expenses.  While I disagree with other issues in rebuttal testimony 15 

filed by the parties, my direct and rebuttal testimony adequately addresses those 16 

issues. 17 

Design Day/Throughput Allocation Factor 18 

Q. PLEASE DESCRIBE DEU’S DESIGN DAY/THROUGHPUT ALLOCATON 19 

FACTOR. 20 

A. For purposes of allocating intermediate high pressure (“IHP”) system related costs, 21 

DEU uses an allocation factor that is based on a 60% weighting of the design day 22 

allocation factor and a 40% weighting of the throughput allocation factor.  Both the 23 
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design day allocation factor and the throughput allocation factor used for 24 

developing the weighted design day/throughput allocation factor only include 25 

customers that utilize the IHP facilities. 26 

Q. HAS DEU PROPOSED USING THE SAME 60% AND 40% WEIGHTING 27 

FACTORS IN PRIOR RATE CASES? 28 

A. Yes.  As stated in its response to DPU data request 1.3, the allocation factors used 29 

in DEU’s cost of service study (“COSS”) are “the same factors that have been used 30 

in the Company’s recent general rate cases.”  A copy of DEU’s response to DPU 31 

data request 1.3 is provided as Exhibit OCS-4.1 SR. 32 

Q. IN ITS REBUTTAL TESTIMONY, DOES DEU CHANGE ITS POSITION 33 

REGARDING THE DESIGN DAY/THROUGHPUT ALLOCATION FACTOR? 34 

A. Yes.  As discussed on line 45 through line 81 of his rebuttal testimony, DEU 35 

witness Austin Summers is changing his use of the 60%/40% weighting factors to 36 

68%/32%. 37 

Q. WHAT IS THE BASIS FOR MR. SUMMERS’ 68%/32% WEIGHTING FACTORS? 38 

A. The 32% weighting factor is equal to the test year system load factor.  This load 39 

factor use was proposed by intervenors representing Transportation Service (“TS”) 40 

customers.  Mr. Summers also claims using the load factor is “a nationally-41 

recognized standard.” 42 

Q. DOES MR. SUMMERS PROVIDE ANY SUPPORT FOR HIS CLAIM THAT 43 

USING THE SYSTEM LOAD FACTOR PERCENTAGE IS A NATIONALLY- 44 

RECOGNIZED STANDARD? 45 
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A. No.  Also, I am unaware of any support for this claim.  If Mr. Summers is relying on 46 

the NARUC Gas Distribution Rate Design Manual (“NARUC Manual”) for this 47 

claim, then I believe it is incorrect.  First, the NARUC Manual does not even discuss 48 

an allocation factor for allocating demand-related cost that includes a weighting of 49 

a design day allocation factor and a throughput (or volumes) allocation factor.  As 50 

pointed out in my rebuttal testimony, the Company’s proposed design 51 

day/throughput allocation factor is different from the average and peak (“A&P”) 52 

demand allocation method described in the NARUC manual.1  I would also note 53 

that the “peak” component in the A&P method described in the NARUC manual is 54 

not a design day allocation factor but rather a class coincident peak at the time of 55 

system peak allocation factor.  The system peak should be the test year peak not 56 

a design day peak to be consistent with the NARUC manual.  The parties 57 

proposing to use the 32% load factor as a weighting factor use that component of 58 

the A&P method but fail to apply the test year system peak component of the 59 

method.  60 

Q. IS THERE ANOTHER INDUSTRY GAS RATEMAKING MANUAL THAT 61 

DISCUSSES VARIOUS ALLOCATION METHODS FOR ALLOCATING FIXED 62 

COSTS SUCH AS DISTRIBUTION PLANT? 63 

A. Yes.  The American Gas Association’s text, Gas Rate Fundamentals, discusses 64 

the three demand allocation factors that it says have received the most 65 

consideration.  The A&P method is not even one of the three demand allocation 66 

                                            
1  I note UAE witness Kevin Higgins also incorrectly referred to DEU’s factor as an average and peak 
allocation factor.  See UAE Exhibit 2.0 Confidential Direct Testimony of Kevin C Higgins pages 7-8, lines 
123-156. 
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methods discussed in this manual.  I have provided the relevant pages from this 67 

manual as Exhibit OCS-4.2 SR.   68 

Allocation of General Plant Depreciation Expenses 69 

Q. PLEASE SUMMARIZE DEU’S REBUTTAL TESTIMONY REGARDING THE 70 

ALLOCATION OF GENERAL PLANT DEPRECIATION EXPENSES? 71 

A. DEU witness Austin Summers discusses this issue on pages 4 through 6 of his 72 

rebuttal testimony.  This rebuttal testimony attempts to make two points.  First, Mr. 73 

Summers claims that the Company’s use of a total system gross plant allocation 74 

factor to allocate general plant depreciation expenses is similar to my proposed 75 

use of a general plant only allocation factor.  Second, he states that if general plant 76 

depreciation expenses are allocated using the general plant allocation factor, then 77 

the Company will seek recovery of any cost shift to the NGV rate class as a rate 78 

discount, i.e., the cost shift will be allocated back to the other rate classes.   79 

Q. DO YOU AGREE WITH MR. SUMMERS’ CLAIM THAT THERE IS NO 80 

SIGNIFICANT DIFFERENCE BETWEEN USING A TOTAL GROSS PLANT 81 

ALLOCATION FACTOR AND A GENERAL PLANT ONLY ALLOCATION 82 

FACTOR? 83 

A. No.  Mr. Summers attempts to support this claim by stating that “most” of the 84 

general plant accounts are already allocated using a total gross plant allocation 85 

factor.  However, Mr. Summers ignores the fact that there are two general plant 86 

accounts, FERC Account Nos. 393 and 394, that are not allocated using a total 87 

gross plant allocator and that one of these accounts is substantial.  If the 88 

depreciation expenses for the plant in these accounts is allocated differently than 89 
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how the general plant amounts are allocated, as proposed by Mr. Summers, then 90 

there is a mismatch in how the plant investment and the related depreciation 91 

expenses are allocated.  The result is that some customer classes will be 92 

subsidizing the depreciation expenses related to plant investment caused by 93 

another customer class.  Mr. Summers’ argument supports an inaccurate 94 

allocation of costs and should be rejected.  95 

Q. IF COSTS ARE PROPERLY ALLOCATED TO THE NGV CLASS SHOULD 96 

DEU’S REBUTTAL PROPOSAL TO PROVIDE A RATE DISCOUNT FOR THE 97 

NGV CLASS BE APPROVED? 98 

A. Utah Code 54-4-13.1 allows the Commission to approve a rate discount for NGV 99 

service.  However, DEU has not shown that a discount is necessary to preserve 100 

the NGV class and one should not be approved.  If the Commission is concerned 101 

about whether correcting the total gross plant allocation would have an immediate 102 

adverse impact on the NGV class, it could use gradualism in implementing the 103 

change.  Under any circumstance, the Commission should not allow an allocation 104 

factor known to be incorrect to be used as a disguised method of providing a rate 105 

discount for one class.  106 

Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY? 107 

A. Yes.  108 



P.S.C.U. Docket No. 19-057-02 
DPU Data Request No. 1.03    

Requested by Division of Public Utilities  
Date of DEU Response August 5, 2019 

DPU 1.03:  Please provide any sensitivity analysis performed by DEU regarding alternative 
classification and/or allocation factors, and the effect of such alternative factors on 
the outcomes of inter-class and intra-class results. 

Answer: The allocation factors used in the cost of service studies (inter-class results) are the 
same factors that have been used in the Company’s recent general rate cases.  The 
rate case model is dynamic and allows the user to make changes to COS allocation 
factors and view the resulting impact.  In the GS class, a change was proposed in 
the rate design (intra-class results) to move the block break from 45 Dth to 30 Dth. 
The electronic model provided in DEU Exhibit 4.18 includes rate design results for 
both of these scenarios.  Also see DEU Exhibit 4.10.   

Prepared by:  Austin Summers, Regulatory Affairs Manager, Dominion Energy 
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