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I. INTRODUCTION

PLEASE STATE YOUR NAME AND TITLE.

My name is Christopher J. Barthol. I am a Principal Pricing Analyst.

FOR WHOM ARE YOU TESTIFYING?

I am testifying on behalf of Northern States Power Company, a Minnesota
corporation (NSP, Xcel Energy, or the Company). NSP is a wholly owned
subsidiary of Xcel Energy Inc.

PLEASE SUMMARIZE YOUR QUALIFICATIONS AND EXPERIENCE.

My qualifications include 10 years of regulatory experience in the areas of rate
design and class cost of service. I have a Bachelor of Arts in Economics from
Saint Cloud State University and a Master of Science in Agricultural Economics
from Purdue University. A detailed statement of my qualifications and

experience is provided in Exhibit___ (CJB-1), Schedule 1.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
The purpose of my testimony is to present NSP’s natural gas Class Cost of
Service Study (CCOSS), proposed class revenue apportionment and proposed

class rate design.

PLEASE SUMMARIZE NSP’s CCOSS PROPOSAL.

The CCOSS is done on a forecasted 2022 calendar year embedded cost basis
which functionalizes, classifies, and allocates budgeted plant and expenses in
the test year on cost-causation principles. Other than the refinement of the

calculation of certain allocators, the Company is not proposing any significant
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changes to the CCOSS methodology last approved by the North Dakota Public
Service Commission. I will describe the modifications to the class allocations

and the rationale for the adjustments, detail the class allocations indicated by
the CCOSS, and discuss the results of the CCOSS.

PLEASE SUMMARIZE NSP’S CLASS REVENUE APPORTIONMENT AND RATE
DESIGN PROPOSALS.

Using the CCOSS as a guide, along with the rate design objectives of continuity
and moderation, I propose the same rate design structure that is currently
approved with updated pricing components. These proposed rates are designed
to recover the overall revenue requirement requested in this proceeding for the
Company’s natural gas utility operations in North Dakota, while moderating

disproportionate rate increases on any customer class.

WHAT ALLOCATION OF THE OVERALL COSTS OF SERVICE DOES THE CCOSS
INDICATE FOR EACH CUSTOMER CLASS?

The CCOSS indicates a cost of service increase of 33.7 percent for Residential
Firm service and 0.51 percent for Commercial and Industrial (C&I) Firm
customers. The CCOSS indicates a decrease in the costs of service of 12.25
percent for Small Interruptible customers and 9.67 percent for Large

Interruptible customers.

HOW DO YOUR PROPOSED REVENUE INCREASES BY CLASS COMPARE TO THE
CLASS ALLOCATION OF COSTS INDICATED BY THE CCOSS?

To mitigate the impact on Residential customers of the 33.7 petcent cost
allocation indicated by the CCOSS, I propose an increase of 15 petcent, less

than half of the needed increase indicated by the CCOSS. Mitigating the rate

2 Case No. PU-21-____
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impact for Residential customers, however, requires proposed rates for non-
residential customers that are higher than their cost. I propose a 10.5 percent
increase for C&I Firm Service, and 10 percent increases for both Small and
Large Interruptible Service. These modifications continue a moderate

movement toward alignment of each class’s rate recovery and costs of service.

PLEASE SUMMARIZE NSP’S RATE DESIGN PROPOSAL.

The Company proposes to increase the monthly Residential Delivery Service
Charge by $5.80, from $18.48 to $24.28. The Company also proposes to
increase the C&I Firm Service Customer Charge from $30.00 to $35.00 and the
volumetric Distribution Charge for C&I Firm Service customers from $0.10800
to $0.14627 per therm. Finally, the Company proposes to increase the
Interruptible Service Customer Charge from $75.00 to $100.00, and to increase
the Distribution Charge for Small Interruptible Service from $0.08800 to
$0.11279 per therm and for Large Interruptible Service from $0.05120 to
$0.07812 per therm. This rate design will provide the Company a reasonable
opportunity to earn its authorized rate of return while ensuring rates remain

reasonable.

II. CCOSS OVERVIEW

WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?
In this section of my testimony, I describe the purpose of the CCOSS that was
conducted, and the Company’s objectives in conducting the CCOSS. T also

summarize the results of the CCOSS.
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Q.

A.  CCOSS Purpose

WHAT IS THE PURPOSE OF A CCOSS?

The CCOSS allocates the total cost of providing utility service (also referred to
as the Company’s revenue requirement) to the various service classes in a way
that reflects the engineering and operating characteristics of the natural gas
utility system, and hence each class’s contribution to the costs of providing
service. Given the characteristics of gas utility costs, the primary objective of
the CCOSS is to determine the total cost of service for each customer class,
which includes the costs associated with investment in plant as well as operating
and maintenance expenses. Another key objective of the CCOSS is to develop
class cost allocation factors that accurately reflect cost causation. Results from
the CCOSS serve as a guide for evaluating and developing the Company’s class
revenue apportionment and rate design, which I discuss in more detail later in

my Direct Testimony.

WHAT ARE THE COMPANY’S OBJECTIVES WHEN DEVELOPING ITS CCOSS?
The Company’s CCOSS objectives are:
1. Propertly reflect all the costs and revenues that have been identified in the
Company’s North Dakota Jurisdictional Cost of Service Study (JCOSS),
2. Develop allocators that can be accurately determined and calculated with
a reasonable amount of effort to properly assign those costs among the
various customer classes and the three main billing classifications —
customer, demand, and energy, and

3. Use allocators that are consistent across the Company’s jurisdictions.

B. CCOSS Results

PLEASE SUMMARIZE THE RESULTS OF THE PROPOSED CCOSS.

4 Case No. PU-21-____
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Table 1 below shows a summary of the CCOSS results at the major class level.
A more detailed summary is provided in Exhibit___(CJB-1), Schedule 3. These
results indicate the level of rate increase necessary for each class of service to

produce equal rates of return from each class.

Table 1
Summary of Class Cost of Service Study ($000)
C&I Small Large
Item Res Firm Int Int Total
Retail Revenue Requirement $35,833 $32,063 $1,926 $5,789 | $75,612
Present Retail Revenues $26,797 $31,902 $2,195 $6,409 | $67,303
Revenue Deficiency $9,036 $161 -$269 -$620 | $8,309
Deficiency % 33.72% 0.51% -12.25% | -9.67% | 12.35%

THE COMPANY’S RATE APPLICATION STATES THAT THE COMPANY IS SEEKING
AUTHORITY FROM THE COMMISSION TO INCREASE ITS NATURAL GAS REVENUES
BY $7.059 MILLION, OR 10.49 PERCENT. WHY DOES THE CCOSS REFLECT AN
$8.309 MILLION, OR 12.35 PERCENT OVERALL DEFICIENCY?

The total revenue deficiency in Table 1 includes a non-gas revenue deficiency
of $7.059 million and the $1.25 million in manufactured gas plant (MGP)
amortization which has been removed from the 2022 test year COSS and
moved to the Cost of Gas (COG) Rider consistent with the Commission order
and associated settlement in Case No. PU-18-156 (TCJA Settlement). In the
TCJA settlement, it was agreed no portion of the $1.25 million MGP
amortization will be included in the Company’s test year following approval of
the settlement, and that, rather, the costs of the MGP amortization would be

recovered in the COG Rider.

5 Case No. PU-21-____
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Exhibit___ (CJB-1), Schedule 4 provides a breakout of present and proposed
base and non-gas revenues and my proposed apportionment of those revenues.
Table 2 below also illustrates the breakout of the $7.059 million revenue

deficiency and the $1.25 million MGP amorttization.

Table 2
Composition of CCOSS Revenue Deficiency ($000)

Revenue Type Dliii‘;eirelrli:y
Base Rate (& other misc.) $7,059
COG Rider (MGP Amortization) $1,250
Total $8,309

PLEASE EXPLAIN THE CCOSS RESULTS.

The CCOSS indicates a cost-of-service increase of 33.7 percent for Residential
Firm service and 0.51 percent for Commercial and Industrial (C&I) Firm
customers. The CCOSS indicates a decrease in the costs of service of 12.25
percent for Small Interruptible customers and 9.67 percent for Large

Interruptible customers.

Is THE CCOSS INDICATED INCREASE FOR RESIDENTIAL CUSTOMERS
UNEXPECTED?

No, for several reasons. The key drivers in this rate application are primarily
associated with our gas distribution system (81 percent of our total plant in
service in the test year is distribution plant) and are primarily driven by the
addition of customers to our system. These drivers include distribution plant
investments for safety-related work, improved reliability, setving new

customers, and mandatory infrastructure relocations; the Fargo Capacity

6 Case No. PU-21-____
Barthol Direct



© o 4 o Ul A W N

Y S U S U U G U WY
oo <IN H< VS T U CC R N B e

Project, a new distribution main being constructed by the Company to increase
the capacity of its distribution system in the Fargo and West Fargo area; and
increased distribution operations and maintenance expenses which have been

driven by inflation and the increase in Residential and C&I Firm customers.

WHY DO YOU FEEL PROGRESS IS BEING MADE IN THE ALIGNMENT OF
RESIDENTIAL RATES WITH THE COSTS TO SERVE?

In our last filed North Dakota gas rate case, the CCOSS indicated Residential
rates would need to increase, on a percentage basis, four times the overall
percentage increase to reflect cost-based rates. In comparison, the results of
our current CCOSS indicate that Residential rates would need to increase
approximately two and a half times the overall percentage increase to reflect
cost-based rates. This result is due to gradual movement towards cost in final

rates over time, and changes in current class allocators.

HOW DO THE CURRENT PRIMARY ALLOCATORS IN THE CCOSS FOR THIS CASE
COMPARE WITH THE PRIMARY ALLOCATORS FROM THE CCOSS USED IN THE
LAST NATURAL GAS RATE CASE?

Table 3 provides a comparison of the primary allocators.

7 Case No. PU-21-____
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Table 3
Allocator Comparison (2022 TY vs. 2007 TY)

C&I Sm Lg
Allocator Total Res Firm Interr Interr
Customers — 2022 100.00% | 84.95% | 14.91% 0.10% 0.04%
Customers — 2007 100.00% | 85.04% | 14.65% 0.26% 0.05%
Design Day — 2022 100.00% | 43.24% | 56.76% 0.00% 0.00%
Design Day — 2007 100.00% | 48.45% | 51.55% 0.00% 0.00%
Mains, Overall — 2022 100.00% | 69.47% | 27.47% 0.54% 2:52%
Mains, Overall — 2007 100.00% | 72.15% | 24.27% 0.89% 2.69%
Meter & Regul — 2022 100.00% | 67.54% | 30.46% 1.05% 0.95%
Meter & Regul — 2007 100.00% | 45.32% | 50.58% 2.80% 1.29%
Sales, W/o Transp — 2022 100.00% | 33.00% | 47.98% 4.74% | 14.28%
Sales, W/o Transp — 2007 100.00% | 35.87% | 43.01% 7.67% | 13.45%
Sales, W/ Transp — 2022 100.00% | 28.29% | 46.30% 4.06% | 21.34%
Sales, W/ Transp — 2007 100.00% | 31.11% | 37.31% 6.66% | 24.92%
Gas Services Study — 2022 100.00% | 68.96% | 30.53% 0.51% 0.00%
Gas Services Study — 2007 100.00% | 75.22% | 23.32% 1.08% 0.38%

III. CCOSS PREPARATION

WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?

In this section of my testimony, I provide an overview of the preparation of the

CCOSS and describe the allocators used in the CCOSS.

WHAT TYPE OF CCOSS WAS PREPARED?
The CCOSS presented in this case is a fully distributed, embedded CCOSS. The
CCOSS is “fully distributed” in that it allocates plant and operating expenses

based on the manner in which they are incurred. The CCOSS is considered

8 Case No. PU-21-____
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“embedded” because it functionalizes, classifies, and allocates budgeted plant

and expenses in the test year on cost-causation principles.

WHAT ARE THE STEPS FOR PREPARING A CCOSS?

In general, preparing a CCOSS involves five major steps:

First, costs are identified by function such as production, storage, transmission,
and distribution. Costs are then separated by state jurisdiction — in this case,
between the Minnesota and North Dakota retail gas jurisdictions. This step is
supported in the Direct Testimony and Schedules of Company witness

Mr. Benjamin Halama.

Second, costs that can be directly attributed to a specific customer class are

directly assigned to their respective classes.

Third, the remaining unassigned costs are allocated among the customer classes
by an appropriate allocation method. An external allocator is an allocator that
takes information generated separate from the CCOSS, such as a class’s sales or
its contribution to Design Day demand — i.e., demand on the coldest winter
day reasonably possible. Internal allocators are based on combinations of costs
already allocated to the classes using external allocators. For example, the cost
of distribution mains is allocated to class using an internal allocator that
performs calculations relying on a class’s contribution to plant in service

associated with distribution mains.

Fourth, the costs for each class are then classified as capacity (demand),

customet, and commodity (gas) costs based on whether the costs are driven by

9 Case No. PU-21-____
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Design Day demand, number of customers or usage. This step guides rate
design within a class, as opposed to between classes. For instance, customet-
driven costs, like natural gas meters, are not impacted by variations in gas usage
or contribution to overall demand on a Design Day. Rather, such costs are
affected by changes in the number of customers; the more customers the
Company has, the more natural gas meters are needed. Ideally, all customer

costs would be collected through a class-specific monthly customer charge.

Finally, the cost of serving each class is compared to the test year revenues
generated by each class at current rates to determine the adjustment in revenues

that is necessary for each class to recover its costs of service.

A guide to the CCOSS study is provided in Exhibit___ (CJB-1), Schedule 2.

Is THE COMPANY’S CCOSS CONSISTENT WITH ITS PAST PRACTICE IN NORTH
DAKOTA?

Yes. The CCOSS conducted for this rate application is very similar to that
performed by the Company in its last natural gas rate case (Case No. PU-06-
525). Except for a few minor improvements to the meter and regulator, setvice,
customer care, uncollectible, and late fee studies, most of the allocation factors
used in our previous rate case were used in this CCOSS. These improvements
do not materially affect the CCOSS results. The various allocation percentages
have been updated to reflect forecasted 2022 data on customers, sales, Design
Day inputs, and other relevant items. The detailed CCOSS is included as
Exhibit___ (CJB-1), Schedule 3.

10 Case No. PU-21-____
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IV. EXTERNAL ALLOCATORS

WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?
In this section of my testimony I discuss the external allocators applied in the
CCOSS. T divide the external allocators into distribution plant cost studies,

other cost studies, and all other external allocators.

A. Distribution Plant Studies within CCOSS

WHAT IS DISTRIBUTION PLANT?

Distribution Plant includes the pipelines, meters, and other infrastructure
needed to deliver natural gas from the transmission system to customers’

premises.

WHAT ARE THE CATEGORIES OF DISTRIBUTION PLANT?
The categories of Distribution Plant are: 1) distribution mains, 2) services (i.e.,
the pipe going to homes and businesses), 3) meters and regulators, and

4) regulator stations.

PLEASE DESCRIBE HOW DISTRIBUTION PLANT AND REGULATOR STATIONS
WERE CLASSIFIED.

Distribution Plant was classified as either customer- or demand-related. The
National Association of Regulatory Utilities Commissioners (NARUC) Gas
Distribution Rate Design manual defines customer-related distribution plant as
services, meters, and regulators. Therefore, I have classified these plant items

as customer related.

11 Case No. PU-21-____
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The NARUC manual further states that a portion of distribution mains may
also be classified as customer related and that Minimum System studies may be
utilized to derive the customer- and demand-related components of distribution
mains. Consistent with this guidance, I classified distribution mains utilizing a

Minimum System Study, which I desctibe below.

The NARUC manual defines demand costs as capital costs associated with
production, storage, and transmission plant and expenses; the demand cost of
gas; and most of the distribution plant and expenses not classified as customer
related. Therefore, I have classified Regulator Stations as demand-related and
allocated these costs with an average and peak allocator which I will also explain

later in my testimony.

WHAT WERE THE RESULTS OF THIS CLASSIFICATION?
Table 4 below shows the amount of distribution plant by category and how they

are classified:

Table 4
Distribution Plant by Category
Distribution Plant 2022 TY Plant in Demand Customer
Category Service (000) Component Component
Distribution Mains $108,873 X X
Services $56,569 X
Meters & Regulators $15,453 X
Regulator Stations $151 X
12 Case No. PU-21-____

Barthol Direct



O 0 N &N B LN

NN N N R m Rk, R R R m e
WO, O O 00NN N Ul iAW, O

24
25
26

2

1. Minimum System Study
HOW DID YOU ALLOCATE COSTS FOR THE PORTION OF DISTRIBUTION MAINS
NEEDED FOR BASIC CUSTOMER CONNECTIVITY?
I determined the appropriate allocation of costs for basic customer connectivity

using a Minimum System Study.

WHAT IS A MINIMUM SYSTEM STUDY?

A Minimum System Study identifies the portion of distribution plant associated
with basic connectivity between the utility and the customer. The Minimum
System Study determines the breakdown of costs that are customer-related (and
therefore allocated with a customer-related allocator), versus those costs
associated with capacity (and allocated with a demand-related allocator). As in
the last rate case, the Company conducted a Minimum-Sized Plant Study that
identifies the smallest and most common distribution mains in a utility’s system,
identifies the cost per foot of the smallest and most common main, and applies
that cost per foot to every main in the distribution system to derive the cost of
a “minimum system.” The cost of the minimum system is divided by the total
costs of actual distribution mains in the system to derive the portion of
distribution costs that are customer related. The remaining costs are split into

average and excess capacity costs, which I discuss later in my testimony.

WHAT METHODOLOGY ARE YOU PROPOSING FOR THE MINIMUM SYSTEM
STUDY?

I am proposing a minimum-sized plant study using the same methodology that
was used in the Company’s last natural gas rate case, with a minor modification

to the application of the Handy-Whitman index for the escalation of the cost of

13 Case No. PU-21-____
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gas mains. The Handy-Whitman index is an index utilized to escalate historical

costs to the present.

WHAT ARE THE COMPONENTS OF THE MINIMUM SYSTEM STUDY ALLOCATION
OF MAINS?
The total cost of mains is split among Minimum System, Average Capacity, and

Excess Capacity components.

PLEASE DESCRIBE THE MINIMUM SYSTEM COMPONENT OF THE MINIMUM
SYSTEM STUDY.

The Minimum System component identifies the cost to establish basic
connectivity between the utility and the customer, using pipes with a diameter
of two inches or less, which is the minimum-sized pipe for mains on our system.
If all the mains in the Company’s entire distribution system in North Dakota
consisted of two-inch pipe, the initial plant investment would have been 66.1
percent of actual investment. These Minimum System costs ate allocated to
class based on the number of customers in each class and are also assigned to

the Customer Charge billing component.

PLEASE DESCRIBE THE AVERAGE CAPACITY COMPONENT OF THE MINIMUM
SYSTEM STUDY.

Average Capacity costs are determined by taking the remaining 33.9 petcent of
the total cost of mains and multiplying by the test year 2022 system load factor.
The system load factor is calculated by taking the Company’s forecasted total
sales (2022 Test Year Sales forecast of 14,027,908 Dth) and dividing that by the
Company’s peak demand (2020-2021 Design Day Demand of 111,568 Dth —

which is the most recent data available when petforming the study) and

14 Case No. PU-21-____
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multiplying that by 365 days in the year. The test year 2022 forecasted system
load factor is 34.4 percent. -Multiplying the 33.9 percent of the remaining total
cost of mains by the system load factor leads to an Average Capacity of 11.7
percent. These Average Capacity costs are allocated to class based on sales
(including transportation sales). Then the results are credited to the Demand
billing component and Base sub-component. The Base sub-component is

comprised of non-seasonal and non-peak demand.

PLEASE DESCRIBE THE EXCESS CAPACITY COMPONENT OF THE MINIMUM
SYSTEM STUDY.

The Excess Capacity component is the remaining 22.2 percent of total cost of
mains not ascribed to the Minimum System and Average Capacity components.
The Excess Capacity costs are allocated to class using an Excess Design Day
allocator. The Excess Design Day allocator is calculated by taking the difference
between each class’s Design Day demand and Average Daily Sales. Then, each
class amount is credited to the Demand cost component and Seasonal sub-

COI’l’lpOl’lCl’lt.

2. Meter and Regulator Study
WHAT IS A METER AND REGULATOR STUDY?
A Meter and Regulator Study assigns meter costs and costs for pressure-

regulating equipment to each class.

PLEASE EXPLAIN THE METER AND REGULATOR STUDY YOU PERFORMED.
I gathered information on meter and regulator equipment and installation costs,
the premises identification numbers associated with different meters, and the

premises identification numbers associated with each rate code/class. From

15 Case No. PU-21-____
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this list, I was able to develop the total meter costs for each class and divide
them by the number of meters in each class to develop a cost petr meter
weighting. Since the residential class had the lowest cost per meter and
regulator, they received a customer weighting of 1.0. The weightings for the
C&I, Small Interruptible, and Large Interruptible Classes are 2.57, 12.70, and
29.29, respectively. I applied the meter cost weighting for each class to the
number of customers in each respective class in order to calculate the allocator

for Meters and Regulators.

DID YOU MODIFY THE METER AND REGULATOR STUDY SINCE THE COMPANY’S
LAST GENERAL NATURAL GAS RATE CASE?

Yes, but only slightly. For the most part, the Meter and Regulator Study was
conducted in the same manner as the last rate case. In the last rate case, classes
were assigned a meter cost for the meter model most prevalent in each class. In
this rate case, we are assigning the actual meter model and regulator costs to
each customers’ premises in order to derive the actual total meter and regulator
costs by class, which provides for more precision in determining the weightings

applied to the number of customers in each class.

3. Services Study
WHAT IS A SERVICES STUDY?

A Services Study assigns gas services costs to each class.

WHAT ARE SERVICES COSTS?
Services costs are the costs of service pipelines used to connect distribution

mains to customers’ premises.

16 Case No. PU-21-____
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HOW DID YOU PERFORM THE SERVICES STUDY?

I gathered information on premise identification numbers, service pipe type,
service pipe length, and class associated with each premise. I applied the cost
per foot of each service pipe type to each class based on the service pipe types
and footage used in each class. This calculation allowed me to determine the

total cost of service pipes for each class.

I then divided the total cost by the number of customers in each class. Since
the cost per customer for the residential class was lowest, that class received a
weighting of 1.0. The weightings for the C&I, Small Interruptible, and Large
Interruptible Classes are 2.52, 4.67, and 3.56, respectively.

I then calculated the allocator for gas services by applying the weightings of

each class by the number of customers in each class.

DID YOU MODIFY THE SERVICES STUDY SINCE THE LAST GENERAL NATURAL
GAS RATE CASE (CASE No. PU-06-525)?

Yes. In our last North Dakota rate case, which used a 2007 Test Year, we
utilized weightings calculated in a service study conducted for our 2007 natural
gas rate case in Minnesota (Docket No. G002/GR-06-1429). In this rate case,
we are proposing to use gas services and costs that are specific to our North

Dakota gas operations.

B. Other Cost Studies within CCOSS
WHAT OTHER COST STUDIES DID YOU PERFORM?

I performed customer care, uncollectibles, and late payment studies.

17 Case No. PU-21-____
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1. Customer Care Studies
WHAT CUSTOMER CARE STUDIES DID YOU PERFORM?
I performed two Customer Care studies within the CCOSS: 1) a Customer
Records and Collections Study and 2) a Customer Information Study. The
Customer Records and Collections Study, and the Customer Information Study
were developed to allocate costs associated with Federal Energy Regulatory

Commission (FERC) Accounts 903 and 908, respectively.

WHAT ARE FERC ACCOUNTS 903 AND 908, AS DEFINED BY THE UNIFORM
SYSTEM OF ACCOUNTS?

FERC Account 903 costs include matetials used and expenses incurred in work
on customer applications, contracts, orders, credit investigations, billing and

accounting, collections, and complaints.

FERC Account 908 costs include materials used, and expenses incurred in
providing instructions or assistance to customets, the object of which is to

promote safe, efficient, and economical use of the utility’s setvice.

WHAT IS THE CUSTOMER RECORDS AND COLLECTIONS STUDY AND HOW IS IT
UTILIZED IN THE CCOSS?

The Customer Records and Collections Study first determines the costs
associated with billing and call centers for each class on a cost per customer
basis. To make this determination, I first directly assign those FERC Account
903 costs that can be directly assigned to a specific class. Those FERC Account
903 costs that cannot be directly assigned are allocated based on the number of

customers in each class.
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Since the cost per customer for the residential class is lowest, that class receives
a weighting of 1.0. The weightings for the C&I, Small Interruptible, and Large
Interruptible Classes are 1.17, 61.08, and 61.08, respectively. The weightings
are derived for all other classes by dividing their cost per customer by that of
the residential class. The weightings are then applied to the number of
customers in each class. The weighted customers are used to derive the

allocator for customer records and collections expenses.

WHAT IS THE CUSTOMER INFORMATION STUDY AND HOW IS IT UTILIZED IN THE
CCOSS?

In the same manner as the Customer Records and Collections Study, the
Customer Information Study determines the costs associated with customer
account management, expenses associated with low-income customers, and
business development by directly assigning the FERC Account 908 costs that
can be directly assigned to a specific class. Costs that cannot be directly assigned

to a class are allocated based on the number of customers in each class.

Since the cost per customer for the residential class is lowest, that class receives
a weighting of 1.0. The weightings for the C&I, Small Interruptible, and Large
Interruptible Classes are 1.25, 63.71, and 29.86, respectively. The weightings
are derived for all other classes by dividing their cost per customer by that of
the residential class. The weightings are then applied to the number of
customers in each class. The weighted customers are used to derive the
allocator for costs associated with customer account management, expenses

associated with low-income customers, and business development.
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HOW WERE THESE COSTS ASSOCIATED WITH FERC ACCOUNTS 903 AND 908
ALLOCATED IN THE LAST GENERAL NATURAL GAS RATE CASE (CASE NO. PU-06-
525)?

These expenses were simply allocated based on the number of customers within
each customer class. In other words, unlike the Company’s current CCOSS,
costs that could have been directly assigned to a customer class were instead

allocated based on the number of customers in each class.

WHY DO THE STUDIES WEIGHT THE CUSTOMERS DIFFERENTLY IN EACH CLASS
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