LUNA LAW GROUP | A PROFESSIONAL LIMITED LIABILITY COMPANY

ATTORNEYS AT LAW 333 UNION STREET TELEPHONE (615) 254-9146

SUITE 300 TELECOPIER (615) 254-7123
NASHVILLE, TENNESSEE 37201 www.LunaLAWNASHVILLE.COM

—
Jennifer L. Brundige =
jbrundige@Lunal awNashville.com i
February 12, 2010 o
VIA HAND DELIVERY -
Chairman Sara Kyle
c¢/o Sharla Dillon

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243-00505

Re: Docket No. 09-00183

Dear Chairman Kyle:

Chattanooga Gas Company (“CGC”) is filing in the above referenced docket one
copy of its responses to certain discovery requests propounded by the Consumer
Advocate and Protection Division (“CAPD”) of the Office of Attorney General in its first
set of discovery requests. Also, included in this filing are CGC’s revised responses for
request nos. 4, 6, and 8 of the CAPD’s first set of discovery requests.

Please do not hesitate to contact me if you have any questions or concerns.

Sincerely,

é?nnifeNL. Brurf%?::\ﬂ(%

Enclosures

cc: Gary Hotvedt, Esq.
Pat Murphy
Cynthia Kinser, Esq.
C. Scott Jackson, Esq.
Ryan McGehee, Esq.
T. Jay Warner, Esq.
Henry M. Walker, Esq.
Elizabeth Wade, Esq.
Archie Hickerson




Chattanooga Gas Company
Docket Number 09-00183
CAPD

Question 4

2/12/2010

1of1l

DISCOVERY REQUEST NO. 4:

Provide the number of residential therms for rate schedule R-1 by the first 25
therms per month, next 25 therms per month, and over S0 therms per month by month for
years 2004-2009 in excel format.

Response:

Please see Attachment 4-1 for the number of Residential R-1 therms by month for

the years 2004-2009.

Revised February 12, 2010

While preparing its response to another discovery request, the Company determined that
in its initial filings it had report the months of January — October 2004 in CCFs instead of
therms. The attached revised schedule provides the volumes in therms for those months.




Chattanooga Gas Company
Docket Number 09-00183
CAPD

Question 6

2/12/2010

lofl

DISCOVERY REQUEST NO. 6:

Provide the number of residential therms for rate schedule R-4 by month for years
2004-2009 in excel format.
Response:

Please see Attachment 6-1 for the number of Residential R-4 therms by month for
the years 2004-2009.

Revised February 12, 2010

While preparing its response to another discovery request, the Company determined that
in its initial filings it had report the months of January — October 2004 in CCFs instead of
therms. The attached revised schedule provides the volumes in therms for those months.




Chattanooga Gas Company
Docket Number 09-00183
CAPD

Question 8

2/12/2010

1ofl

DISCOVERY REQUEST NO. 8:

Provide the number of commercial therms for rate schedule C-1 by month for
years 2004-2009 in excel format.
Response:

Please see Attachment 4-1 for the number of Commercial C-1 therms by month
for the years 2004-2009.

Revised February 12, 2010

While preparing its response to another discovery request, the Company determined that
in its initial filings it had report the months of January — October 2004 in CCF's instead of
therms. The attached revised schedule provides the volumes in therms for those months.
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Docket Number 09-00183
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2/12/2010

1of1

DISCOVERY REQUEST NO. 84:

Provide the actual Accumulated Deferred Income Taxes per CGC Exhibit RDH-3,
Schedule 1, Line 6 for Chattanooga Gas Company at December 31, 2009 and monthly net
additions through April 2011.

Response:

Please see attachment 84-1 for monthly estimated balances of Accumulated Deferred
Income Tax through April 2011. Attachments 84-2 through 84-5 provide support of the
calculations.




Chattanooga Gas Company

Projected Accumuiated Deferred Income Tax by month

Month
December-09
January-10
February-10
March-10
April-10
May-10
June-10
July-10
August-10
September-10
October-10
November-10
December-10
January-11
February-11
March-11
April-11

(22,613,308)
(22,732,289)
(22,851,272)
(22,970,254)
(23,089,237)
(23,202,792)
(23,316,346)
(23,429,900)
(23,543,455)
(23,657,009)
(23,770,564)
(23,884,118)
(23,097,672)
(24,111,227)
(24,224,781)
(24,338,336)
(24,451,890)

Consolidated Federal

(20,861,761)
(20,956,629)
(21,051,498)
(21,146,366)
(21,241,235)
(21,331,888)
(21,422,541)
(21,513,195)
(21,603,848)
(21,694,501)
(21,785,155)
(21,875,808)
(21,966,462)
(22,057,115)
(22,147,768)
(22,238,422)
(22,329,075)

State

(1,751,545)
(1,775,659)
(1,799,774)
(1,823,888)
(1,848,003)
(1,870,904)
(1,893,805)
(1,916,706)
(1,939,607)
(1,962,508)
(1,985,409)
(2,008,310)
(2,031,211)
(2,054,112)
(2,077,013)
(2,099,914)
(2,122,815)

Chattanooga Gas Company
Docket Number 09-00183
CAPD Question 1-84
Attachment 84-1
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Chattanooga Gas Company
Docket Number 09-00183
CAPD

Question 85

2/12/2010

l1ofl

DISCOVERY REQUEST NO. 85:

Provide the actual Accumulated Deferred Income Taxes per CGC Exhibit RDH-3,
Schedule 1, Line 6 allocated by AGL Services to Chattanooga Gas Company at
December 31, 2009 and monthly net additions through April 2011.

Response:

Please see attachment 85-1. See final column titled “Property ADIT Balance allocated to

CGC from AGSC”.




(%S1°€) D99 0} pajedojje abejusosed Aq paidyinuw | 1Qv pelefes Aladord (2)

(%56°6) Weld 0} 11aV Jo abejusalad Aqg patdiynw asuejeg Guipug (})

%GL'E 6002/LE/2) Popue Syjuow
Zl 09D 0} pejedo]y abejusaled
¥88'c£/'GG1L 6002/1LE/Z) Papus syuow
Z} DS9OY Wold 8|qedojy [ejoL
£/6'806't $1S0D paje2o|y D99
%56°6 jueid
0] pajedgjle 1|Qy 1o wmm«cmo._mn_
LEL'EY0'20) “BAy OW €1
--600Z Jequieds( ugid DSOV
518'8¥1°0) *BAY ON £1--6002 19quisoe(
liav psieey Auadoid 9SOV
££9'61¢ ¥02°9L6°L1L 989'818'611 abelaay YIUoW ¢ pepelfold
¥81'20v 125°892°Z1 oos‘ege'gzl  (88¥°212) 159'9€9°1L 2£€'¥96'92) | L-idy
G£0'86E 29£'129°21 zZee'voe'ozL  (88¥'212) 169'9£9°1L £91'545'521 LL-lep
695°e6E 1€2'981°C) £9l‘svs'szL  (88%°'212) 169'9£9°1 666'GZL'vZL LL-go4
9¢1°68¢ Z60'ste'CL Ge6'szL'vzL  (884°212) 169'9€9°} 978'902'221 Li-uer
189'v8¢ JA (RN TArA] 928'902'22L  (002'602) 25€'9v9'L ¥19'692Z'121 01-08@
Z81°08¢ £10'190°C1 ¥29'69Z'12L  (002°'602) 26£'9¥9) 225'ze8'6LL 0}-rON
919'6/¢ 620'816°LL zzs'zeg'sll  (002'602) 25€'9%9°1L 0/£'G6E'8LL 01100
LIV'LLE 9vL‘GL2 L ol¢'see'sll  (002°'602) 25£'9¥9°) 812'856'0L ) 0)-dog
599'09¢ rAYArA N} gLz'gs6'oll  (002°602) Z5£'9¥9°L G90'LZG'SLL 0}-Bny
091°29¢ 6.2'681'L1L G90'1zG8'sLL  (002°602) 25€'9¥9°) €16°680'vL1 oL-Inp
¥69°26¢ SPe'ore‘LL c16'cg0'vLL  (00Z'602) 26€'979°) 192°9¥9°2LL o}-unp
6¥1'€SE LLP'e0Z 1L Las'ov9'zLl  (00Z2'602) 25e'9r9')L 609'60Z°L L1 ol-Aep
£79'8¥E 8/%'090°11 609'602'LLL  (002°'602) 25e'9v9'L 16¥'221'60) 0}-1dvy
8eLvhe ¥¥S'216'01L 16¥'222'60L  (002'602) 25e'9v9'L S0E‘GEE'801 0B
Z£9'6EE LL9'¥22'0L goe'see'gol  (00Z'602) Z6E'9¥9’L £61'868'901 ol-ged
12L'GeE 129°1€9'01L £61'268'90L  (00Z'602) 25€'9¥9') L00'L9Y'S0L ol-uer
(2) DsSov (1) 0SSOV J0} aouejeg Buipu3 sjuswaIney SUOHPPY aoueleq buluuibeg yluopy
woyj 999 6} aoueleg 11Qv
pajedojie asuejeg| pajejey Auadold
11av Auedold

1-G8 JUSWIYOEDY
Gg-1 uopsend Advd
£8100-60 Joquiny 1o%20Q

Auedwon seo efooueneyn

D99 0] pajedojie (| |y) Xel aWoou| paLsaQ pejenwnody Jo uonenoes
yiuo Ag saoueeqg

Weld Auedwo? sa0lARS OV

(999) Auedwo) seo) ebfooueneyd




Chattanooga Gas Company
Docket Number 09-00183
CAPD

Question 101

2/12/2010

1of1

DISCOVERY REQUEST NOQ. 101:

For each month from July 2008 through June 2009, please provide Chattanooga
Gas Company’s actual return on equity and the return on equity that would have been
realized had the proposed AUA mechanism been in place. Use the capital structure and
appropriate cost rates for the twelve months ending June 30, 2009, in calculating the
return on equity. Include in your response all supporting source documentation, work
papers, and calculations
Response:

Please see attachment 101-1.




Chattanooga Gas Company
Docket Number 09-00183
CAPD

Question 113

2/12/2010

lof1l

DISCOVERY REQUEST NO. 113:

For purposes of this request, please refer to DPY-12. Please provide DPY-12, on
an annual historic basis, for each year since the Company’s last rate case. Please identify
the total annual surcharges or credits that would have arisen had decoupling been in place
since the time of the Company’s last rate case. Provide all workpapers and source
documents used in connection with this response. Provide the requested workpapers in
electronic spreadsheet form, with all links and formulas intact, source data used, and
explain all assumptions and calculations used. To the extent the data requested is not
available in the form requested, please provide the information in the form that most
closely matches what has been requested.

Response:

Please see Attachment CAPD 113-1.
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DISCOVERY REQUEST NO. 156:

Please refer to lines 21-23, page 5 and lines 1-4 of Mr. Nikolich’s Direct
Testimony. Provide the source documents utilized for each measure life’s used by the
Company.

Response:

The selection of measure lives was made through a review of literature that presents
various lives for equipment and through Mr. Nikolich’s gas industry knowledge and
experience with regard to customer behavior and gas appliance equipment decisions. The
following presents the choice of measure lives for each program with reference to the
attached source documents. Due to the voluminous nature of the attachments, they will

be filed electronically on a CD.

Free Programmable Thermostats — Two sources of data were examined, a study by the

National Association of Home Builders (NAHB) on building component lives
(attachment 156-1) and the assumed life in the Energy Star programmable thermostats
savings calculator (attachment 156-2). NAHB shows 35 years, while Energy Star shows
15. Based upon experience 17 years was chosen.

Residential High Efficiency Furnace - The NAHB document shows 15-20 years for

furnaces, on page 47 of the report to the Energy Trust of Oregon (attachment 156-3).
Lawrence Berkley National Laboratory (LBNL) shows gas furnaces with lives of

between 10 and 30 years and gas boilers can have lives of over 30 years as also shown on
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page 8-15 of attachment 156-4. Based upon this data and Mr. Nikolich’s experience and
knowledge, 25 years was selected as the measure life.

Low Income Weatherization — the life for this measure was matched to the Residential

High Efficiency Furnace program.

Residential Tankless Water Heater — The life for this measure was based upon the life

listed on page 3 of attachment 156-5 form the U.S. Department of Energy.

Residential High Efficiency Storage Water Heater — The life for this measure was

based upon the life listed on page 3 of attachment 156-5 form the U.S. Department of
Energy. Based upon experience a measure life of 12 years was chosen.

Commercial High Efficiency Storage Water Heater — The life for this measure was

based upon the life listed on page 3 of attachment 156-5 form the U.S. Department of
Energy. Based upon experience a measure life of 12 years was chosen.

Other Commercial Measures — The appliances being rebated here as is shown by the

lives of the residential counterparts extends beyond the customers typical economic life
as represented in the 15 years life for a commercial customer established in the
Company’s tariff for main and service extension. As such, a 15 year economic life was

used for each of the remaining programs rather than the equipment life.
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DISCOVERY REQUEST NO. 157:

For each program and the cost benefit analysis performed, please state whether or
not the Company assumed there was spillover, kick-backs, or free-riders associated with
the program. Explain the Company’s rationale for assuming that there was or was not
spillover, kick-backs or free-riders and provide documentation relied upon by the
Company to support its assumption.

Response:

The 1nitial cost benefit analysis presented with Mr. Nikolich’s testimony assumed no free
riders (participating customers who would have enacted the measure even without an
incentive), spillover (non-participating customers who enact savings measures on their
own as a result of the program) or kick-backs (benefits resulting typically when a
customer adds load) with exception of free riders for the residential High Efficiency
Furnace incentive. As part of the response to discovery request 152, a revised cost benefit
analysis was presented in attachment 152-2 that incorporates additional assumptions for
kick-back benefits. As this revised analysis was based upon actual customer data from
programs run from 2006-2009 as described and with data presented in discovery requests
142, 172,173 and 174, this data includes instances where customers actually added load
as a result of installing the appliances. Therefore including these instances in arriving at
the average savings rates for consumption and energy costs accounts the percentage of
customers who would generate kick-back benefits by effectively discounting the

consumption and energy cost savings. As to the other assumptions on spillover, kick-back
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benefits and free ridership for each program these are in large part based upon Mr.
Nikolich’s knowledge and experience concerning the behavior of customers and reflects

the fundamental economics of customer decisions to add or replace equipment.

Free Programmable Thermostats — There was no assumption made for free riders or
spill over. Given the relatively low cost of the item and the fact that one must have a
thermostat to operate their heating and cooling systems, the assumption was made that
only customers who did not already have a programmable thermostat would request one.
Therefore no free riders were assumed. The Company did not look at or estimate
spillover effects on electric bill savings as it has no data or means to verify said savings.
One assumption was made that indirectly affects the free rider benefits was a reduction in
the assumed energy savings levels from the ENERGY STAR projected levels of 18% to
only 5%. This assumption was made to account for customers who either installed the
device and did not program it up to the full recommended settings, or already had their

thermostats set below the ENERGY STAR assumed setting of 70°F.

Low Income Weatherization — Only customers at 175% of the poverty level or less are

eligible. As such the costs of weatherization measures are typically sufficient to prevent
these customers from affording these measures on their own, thus leading to the
assumption of no spillover by non-participating low income customers. Likewise the

Company assumed no free riders, as being unable to afford these measures in first place
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means they would not undertake them without the incentive. While the Company
recognizes that there will be some spillover benefits to the participating customers in
terms of electricity savings, as stated above the Company had no data on or means to
verify such savings. Therefore, no electric savings additional savings were used in the
cost benefit analysis. As far as kick-back benefits, because these are energy efficiency

measures specifically targeted at allowing low income customers to reduce their bills,

none were assumed.

Residential High Efficiency Furnace Incentive — A 29% free rider rate was assumed

based upon the ratio of Tennessee High Efficiency furnace shipments to total furnace
shipments from the Air-Conditioning Heating and Refrigeration Institute data (see
attachment 157-1). No spillover savings were assumed for additional non-participating
customers installing high efficiency furnaces due to the incremental $700 equipment cost
to install a high efficiency furnace over a standard 80% AFUE one. As stated before, in
the revised analysis kick-back benefits were accounted for by using an average savings
level based upon actual data in which there were some instances where customers

actually added load rather than reducing their consumption.

Residential Tankless Water Heater Incentive — This is a relatively new technology

with a substantial higher capital cost than a conventional storage tank water heater. As

this technology is early in its adoption phase the Company assumes that there will be no
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free riders. Further, even with the incentive, at ~ $1,000, the capital outlay by a consumer
is still considered sufficient to limit participation to only those customers who need to
replace their water heaters, therefore the Company anticipates little spillover effects in
the near term. As stated before, in the revised analysis kick-back benefits were accounted

for by using an average savings level based upon actual data in which there were some

instances where customers actually added load rather than reducing their consumption.

Residential High Efficiency Storage Water Heater Incentive — This is a relatively few

of these products available on the market. As this technology is early in its adoption
phase the Company assumes that there will be no free riders. Further, even with the
incentive, at ~ $875, the capital outlay by a consumer is still considered sufficient to limit
participation to only those customers who need to replace their water heaters. Therefore
the Company anticipates little spiliover effects in the near term. In terms of kick-back
benefits none were assumed. The assumption that there is no kickback effect to the
Company is based on the fact the main alternative choice equipment is already lower

efficiency gas units.

Food _Service Equipment — This incentive is targeted to small commercial

establishments that typically succeed or fail within two years and have an effective

economic life of 15 years. This is also relatively new technology. The Company assumes
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that there will be no free riders or measurable spillover for two reasons. First, this
technology is early in.its adoption phase. Second, small commercial food service
customers such as restaurants or cafeterias are very capital cost conscious and tend to
make capital outlays for equipment with a longer service life than their business’
economic life when they start or expand their business. As a result, unless these
customers can see an absolute payback of the incremental capital cost in a near term of
two to three years these customers generally elect less efficient but also less capital costly
equipment. For this type of equipment with an incremental cost to the customer of $400,
and an energy savings of only $42 per year it will take a customer ~10 years to payback
their investment, a period much to long to justify the expenditure for the higher efficiency

equipment. The assumption that there is no kickback effect to the Company is based on

the fact the main alternative choice equipment is already lower efficiency gas units.

Commercial High Efficiency Furnace Incentive — This incentive is targeted to small

commercial establishments that typically succeed or fail within five years and have an
effective economic life of 15 years. These customers are very capital cost conscious and
tend to make capital outlays for equipment with a longer service life than their business’
economic life when they start or expand their business. Generally, unless small
commercial customers can see a full payback of their additional investment in two to
three years, they elect their short term bottom line and choose to install less efficient but

also less capital costly equipment. For this type of equipment with an incremental cost to




Chattanooga Gas Company

Docket Number 09-00183

CAPD

Question 157

2/12/2010

60of8

the customer of $800, and an energy savings of only $58 per year it will take a customer
~14 years to payback their investment, a period much to long to justify the expenditure
for the higher efficiency equipment. Given their short economic life there is no simple
logic to justify purchase of the higher efficiency equipment without the presence of the
$500 incentive that reduces the payback period down to years. Hence the assumption of

no free riders was made. Likewise, the assumption that there would be no spillover

benefits from non-participating customers.

Commercial Tankless Water Heater Incentive — This is a relatively new technology

with a substantial higher capital cost than a conventional storage tank water heater. As
this technology is early in its adoption phase the Company assumes that there will be no
free riders. Further, even with the incentive, at ~ $1,000, the capital outlay by a customer
is still considered sufficient to limit participation to only those customers who need to
replace their water heaters, therefore the Company anticipates little spillover effects in
the near term. As this technology, effectively reduces the gas load of a customer who
would otherwise use a less efficient gas solution, there Company assumes it would

receive no kick-back benefits.

Commercial High Efficiency Storage Water Heater Incentive — There are relatively

few of these products available on the market. As this technology is also early in its

adoption phase the Company assumes that there will be no free riders. Further, even with
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the incentive, at ~ $875, the capital outlay by a consumer is still considered sufficient to
limit participation to only those customers who need to replace their water heaters.
Therefore the Company anticipates little spillover effects in the near term. As this
technology, effectively reduces the gas load of a customer who would otherwise use a

less efficient gas solution, there Company assumes it would receive no kick-back

benefits.

Commercial Booster Water Heater Incentive — This incentive is targeted to small
commercial establishments that typically succeed or fail within two years and have an
effective economic life of 15 years. This is a relatively new technology with a substantial
higher capital cost than a conventional storage tank water heater. As this technology is
early in its adoption phase the Company assumes that there will be no free riders. For this
type of equipment with an incremental cost to the customer of $3,000, and an energy
savings of only $431 per year it will take a customer ~7 years to payback their
investment, a period much to long to justify the expenditure for the higher efficiency
equipment. Therefore, even with the $200, incentive, the capital outlay by a customer is
still considered sufficient to limit participation to only those customers who need to
augment their water heating, therefore the Company anticipates no free riders and little
spillover effects in the near term. As this technology, effectively reduces the gas load of a
customer who would otherwise use a less efficient gas solution, there Company assumes

it would receive no kick-back benefits.
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DISCOVERY REQUEST NO. 183:

Please provide the Company’s complete budgets, with all associated explanations,
to replace its distribution mains and services as they were prepared and modified for each
of the years 2006, 2007, 2008, 2009, 2010 and 2011.

Response:
The Company’s complete budgets and actual spend for the Bare Steel Cast Iron Pipeline

Replacement Program are as follows.

$0 $0
$3,000,000 $2,082,513
$1,610,000 $1,605,060
$809,600 $1,080,462
$4,955,243

* There was no budget for PRP for 2006; however, in 2006 there was 1.35 miles of re-

newel projects completed in preparation for the 2007 PRP program.

Located in attachment #1, the Company has provided a complete list of details including
streets serviced, pipe size, material, footage and mileage for the years 2006, 2007, 2008,
2009 and 2010.

Revised Response February 12, 2010:

This response is being revised to provide the 2006 budget and forecasts. The original

response had stated that there was no budget. That statement was incorrect. Additionally,
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the mileage replaced in 2006 is 1.29 miles and not 1.35. The response is also being

revised to include pressure improvement budgets and forecasts. The original response

also stated that there was an attachment, which was inadvertently omitted from the initial

response. The revised response contains the attachment. Finally, the response is being

revised to include forecasts for each year from 2007 through 2009. The original response
included only the original budget amounts.

Attachment 183-1 provides for 2006 through 2009 the budget, subsequent forecasts and

the actual amounts incurred for each year as well explanations. The subsequent forecasts

are the updates that the Company performs each year. These update include actual

expenses incurred to date plus forecast numbers for the remainder of the year. For 2010

and 2011 the budget and forecast amounts, respectively, are presented. The associated

explanations are included in the footnotes. Details of actual bare steel and cast iron

replacement are included in response Discovery Request Number 178-1.
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Chattanooga - Pipeline Replacement Budget, Forecast and Actual 2006-2011

- 2006 " Biidget - - .3 Monthis Actual +9 Months Foracast: ual +4 Months Forecast’ '| <9 Months Actiial £3 Months Fore
AFE # & Description Actual Forecast Total Actual Forecast Total Actual Forecast Total
30480 - Manufacturers Rd west - . 50,803 50,803 50,803 50,803 50,803
25437 - Elrod St at 14th St Area 62,561 62,561 98,097 98,097 58,687 98,687 100,459
29656 - Weeks Dr BSCl Area - - 31,454 31,454 35,329 35,329 35,329
Completion of 2005 Projects: B
18912 - Signal Mountaln 43,532 43,832 43,832 43,832 43,832 43,832 43,832
17538 - Lookout Mtn 241,919 241,919 293,793 293,793 334,510 334,510 385,847
21006 - Peace Street - - 727 727 s08 508 908
21004 - Hixson Pike 4,571 4,571 15,608 15,608 16,832 16,832 18,056
20857 - Mclntire 765 765 765 785 765 765 765
PRP project not specified 705,000 923,506 923,506 95,547 95,547 64,785 64,785
Total PRP 705,000 353,648 923,506 1,277,154 535,079 95,547 630,626 581,666 64,785 646,451 635,999
Cost of Removal 327 327 1,089 1,089 1,089 - 1,089 1,089
Pressure improvement project not specified 100,000 100,000 100,000 - - - - - -
Total Pressure Improvements 100,000 100,000 100,000 - - - - - - «
Totals: 805,000 853,975 1,023,506 1,377,481 536,168 95,547 631,715 582,758 €4,785 547,540 637,088
2007, “Budget |° . " Noforecast pérformed 6 Months Actual +6 Monihs Farecast . | .9 Manths Actual +3 Months Forecast. | "~ Actual -
AFE # & Description Actual Forecast Total Actual Forecast Total
21008 - 5t Elmo Ave Area BSC| 208,082 208,082 291,330 291,330 536,427
21010 - Forrest Ave Mississippt 119,939 119,938 225,821 225,821 662,712
033264 - King Edward Ave Area 254,674 254,674 283,759 283,759 284,995
(033266 - Gaut St Area BSCI 314,286 314,286 402,493 402,493 405,342
033271 - Oakland Ave Area 119,155 119,155 124,736 124,736 126,113
036226 - 1750-14785 Griffin Lakes 66,924
2007 Projects Completed in 2008 {17538,25437) 3,990 3,990 4,101 4,101 4,138
PRP project not specified 3,000,000 1,984,000 1,984,000 1,265,000 1,265,000
Total PRP 3,000,000 1,020,126 1,984,000 3,004,126 | 1,332,240 1,265,000 2,597,240 2,086,651
Cost of Removal - - - - - - - -
33787 - Lookout Mountain-pressure improvement 200,000 14,209 14,209 54,720 54,720 68,459
Pressure improvement project not specified 100,000 48,500 48,900 8,000 8,000
Total Pressure Improvements 300,000 14,209 48,900 63,109 54,720 8,000 62,720 68,499
Totals: 3,300,000 1,034,335 2,032,900 3,067,235 | 1,386,860 1,273,000 2,659,960 2,155,150

Ly opm
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For Pressure improvement for 2011 the Company included $56,608 in the attrition period. This amount was based on the 4-year average of actual
expenditures for the months January though April for 2006 through 200S.

(1) For 2006 the budgted amounts were based on the pipe that was considered to most need replacement. The 3+8 forecast included amounts related to the
anticipated pipeline replacement program proposed in Docket Number 06-00175.
(2} For 2007 10.91 miles were replaced consistent with TRA Qrder in Docket Number 06-00175. 10.76 miles were to be replaced consistent with the
settlemnent agreement per the Order.
{3) Also in the settlement agreement in Docket Number 06-00175 an additional 10 miles {20.76 less 10.76 in 2007} were to be replace from 2008
through 2010, The Company replaced 2.03 miles in 2008 and 3.64 miles in 2009 of the 10 .
(4) Per the Company's current 10 year pfan as shown for 2010 and provided in detail on attachment 181.2 the Company plans on replacing 10.8 mifes
in 2010 and 4.8 miles in 2011,
{5) Pressure improvement budgets are based on either specific known improvement projects and/or a single budget amount for a general level expected to
occur but not yet known.
Please note that there is a slight difference between the totai of $4,955,243 which represents the final budget and $4,952,559 on attachment 181-2
due to changes the finalization of budget amounts.
{6) For the attrition period $300,000 for the months of January through April 2011 of the $1,238,420 were included in the forecast of rate base.

008, L “Budge Mariths Actusl =8 Months Forecast® .| 5 Moniths Actual +7 Moriths Forecast | oManths Actual +3 Months Farecast
AFE # & Description Actual Forecast Total Actual Forecast Total Actual Forecast Total
036630 - Ringgold Road 280,000 597 597 45,385 45,395 467,826 467,826 573,832
037107 - White Oak Dr/Memorlal Or/ 112,225 122,225 463,791 463,791 682,146 682,146 687,008
039415 - Brainerd Rd BSCl 330,000
2007 Projects Completed in QL 2008 {21008,33264,
33266, 33271 & 36226) 336,821 336,821 341,960 341,980 343,766 343,766 344,220
PRP project not specified 1,000,000 1,180,057 1,160,057 766,422 766,422 132,000 132,000
Total PRP 1,610,000 449,643 1,160,057 1,609,700 851,146 766,422 1,617,568 | 1,493,738 132,000 1,625,738 1,605,060
Cost of Removal - 7,123 7,123 7,123 - 7,123 7,123 - 7,123 9,018
36628 - Hunter Road-pressure improvement 350,000 191,570 191,570 194,026 194,026 195,255 185,255 195,255
Hixon Pike - Pressure Improvement 200,000
33787 - Loakout Mountain 353 353 353 353 353 353 353
38739 - Sauth Lee Highway-pressure improvement 34,067 34,067 137,504
Pressure improvement project not specified 212,000 212,000 210,000 210,000 100,000 100,000
Total Pressure Improvements 550,000 191,923 212,000 403,923 194,379 210,000 404,379 229,675 100,000 329,675 333,112
Totals: 2,160,000 648,639 1,372,057 2,020,746 | 1,052,648 976,422 2,029,070 | 1,730,536 232,000 1,962,536 1,947,180
2009 * Budget.”-| "3 Months Adtual + 3 Months Forecast. .| - 6 Months Actual +6 Morithé Forecast: | + :Moriths Actual +3 Months Farecast "] * ‘Actual " *
AFE # & Description Actual Forecast Total Actual Forecast Tota! Actual Forecast Total
039415 - Brainerd Rd BSC 425,600 242,505 231,500 474,005 365,264 450,000 815,254 504,854 504,854 550,442
039417 - McCallie Ave Area BSCH 384,000 4,422 227,000 231,422 126,945 35,000 161,945 329,462 329,462 346,845
040743 - John Ross Bennett BSCl 43,965 43,965 83,860
2008 B 2007 Projects completed in Q1 2009 {36226,
36630, 37107} 97,876 97,876 97,876 97,876 97,876 97,876 99,315
PRP project not specified 248,202 248,202 198,094 198,094 63,657 53,657
Total PRP 808,600 344,303 706,702 1,051,505 590,085 683,094 1,273,178 976,157 63,857 1,039,814 1,080,462
Cost of Removal - 10,847 - 10,847 13,344 - 13,344 25,359 - 25,359 33,401
39637 - N Winer Road - Pressure tmprovement 65,000
38739 - South Lee Highway-pressure improvement 3,088 3,089 3,089 3,082 3,088 3,089 3,087
39940 - Teal Lane-pressure improvement 31,695 31,695 31,703 31,703 31,703 31,703 32,212
Pressure improvement project not specified 30,216 30,216 311,144 311,144 310,208 310,208
Total Pressure Improvements 65,000 34,784 30,216 65,000 34,792 311,144 345,936 34,792 310,208 345,000 35,309
Tatals: 874,600 350,434 736,918 1,127,352 638,221 994,238 1,632,459 | 1,036,308 373,865 1,410,173 1,149,172
", " 2010 (Budgeted) " Budget
Description
Main Street Area 383,948
South Crest Road Area 432,355
Douglas Street Area 590,700
Market Street Area 1,431,165
60# Systern - East Chattanooga 2,117,075
Total PRP 4,955,243
Hixon Pike - Pressure improvement 841,071
Total Pressure improvements 941,071
Totals: 5,896,314
2011 {Forecast) . ‘Budget...
East Main Sireet @ Scuth Willow Streel Area 637,714
South Highfand Park Avenue Area 600,706
Total PRP 1,238,420 (6}
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Question 195

2/12/2010

lofl

DISCOVERY REQUEST NO. 195:

Please provide a detailed cost breakout (by primary USOA Account) that shows
the cost of adding a new customer versus the embedded (average) cost of serving existing
customers. Please provide any associated documentation for the information provided in
response to this request. Please provide workpapers in electronic spreadsheet form, with
all links and formulas intact, source data used, and explain all assumptions and
calculations used. To the extent the data requested is not available in the form requested,
please provide the information in the form that most closely matches what has been
requested.

Response:

Please see Attachment CAPD 195-1.
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Question 198

2/12/2010

lofl

DISCOVERY REQUEST NO. 198:

Provide a recast of the Company’s financial results (this would include revenue,
expenses, rate base, capital, return on equity, and return on rate base) for the years 2004
through 2008 assuming the Company’s proposed revenue decoupling mechanism had
been implemented in 2004 through 2008, using 2003 as the base year. Provide all
workpapers (in electronic spreadsheet format with all formulas and links intact) and
supporting documents used to develop this response and explain all assumptions and
calculations used.

Response:

Please see attachments 198-1 through 198-8 for pro forma revenue, return on
equity and return on rate base. The Company has had two rate increases since 2003.
Therefore, comparison of all years requested to 2003 as the base year would not provide
an accurate or relevant comparison. Year 2004 was calculated using 2003 as the base
year. Since the Company had a rate increase in late 2004, years 2005 and 2006 were
compared to the 2004 rate case margin and base rates. For 2007 and 2008, the margin
and base rates from the 2006 rate case were used as the base year. The Company had a
rate increase effective January 2007, and there were material changes to the Company’s
rate design. There would be no material effect on expense, rate base or capitalization for

any of the years provided.




