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@ LunaLawNashville.com

April 5,2010

VIA HAND DELIVERY

Chairman Sara Kyle
c¢/o Sharla Dillon ;
Tennessee Regulatory Authority ‘
460 James Robertson Parkway
Nashville, Tennessee 37243-00505

electronically filed 4/5/10 at 3:50pm

Re: Docket No. 09-00183

Dear Chairman Kyle:

Enclosed please find a copy of Chattanooga Gas Company’s (“Company”)
responses to the CAPD’s Revised Second Set of Discovery Requests. The Company has
objected to request nos. 14-26. The Company is also filing a revised response to
discovery request no. 46 from the CAPD’s First Set of Discovery Requests.

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

Sincerely,

énnifer L. Brundige

Enclosures

cc: Counsel of Record
Gary Hotvedt, Esq.
Pat Murphy
Elizabeth Wade, Esq.

Archie Hickerson
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DISCOVERY REQUEST NO. 1:

For the purposes of this request please refer to the Exhibit DIN-2. Please provide all of
the source documents and analyses undertaken by the Company in developing the cost to
the participant for each program. Provide the workpapers in electronic spreadsheet form,
with all links and formulas intact, source data used, all supporting documents, and
explain all assumptions and calculations used. To the extent the data does not exist in the
exact format requested, please provide it in the format in which it is available and explain

why it is not available in the format requested.

Response:

The costs to customers were based upon an informal phone survey of 2 to 3 natural gas
appliance dealers in the Company’s Chattanooga service territory for each measure
conducted by the Company’s marketing department. As such, electronic workpapers are
not available. The costs are based upon the vendor’s opinion of the incremental appliance
costs. Each of the vendors spoken to as well as Company personnel, expressed that actual
cost may vary depending upon such factors as asbestos remediation, appliance location,

additional piping requirements, and venting requirements.
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DISCOVERY REQUEST NO. 2:

For the purposes of this request please refer to the Exhibit DIN-2. Please provide all of
the source documents and analyses undertaken by the Company in developing the therm
savings to the participant for each program. Provide the workpapers in electronic
spreadsheet form, with all links and formulas in tact, source data used, all supporting
documents, and explain all assumptions and calculations used. To the extent the data
does not exist in the exact format requested, please provide it in the format in which it is

available and explain why it is not available in the format requested.

Response:
This information was already provided in the electronic format in the response to CAPD

data requests 151 and 173.
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DISCOVERY REQUEST NO. 3:

For the purposes of this request please refer to the Exhibit DJN-2. Please explain what
type of food service equipment is assumed for the “food service equipment” program and
explain how all assumptions were developed for this program. Provide the workpapers in
electronic spreadsheet form, with all links and formulas in tact, source data used, all
supporting documents, and explain all assumptions and calculations used. To the extent
the data does not exist in the exact format requested, please provide it in the format in

which it is available and explain why it is not available in the format requested.

Response:

The program is design to provide incentives to promote the use of more efficient cooking
equipment by Chattanooga Gas’ commercial food service customers. Four types of
equipment are being initially targeted, Combi-Ovens, gas griddles, fryers and convection
ovens. Attachment 2-3.1 presents the development of the energy savings for these

appliances.
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DISCOVERY REQUEST NO. 4:

Please provide the rationale for the “Primary Fuel Initial Demand Cost” used in response
to CAPD Data Request 151, explain what it is supposed to represent in terms of avoided
costs, i.e. (is this avoided transport costs), explain why it is escalated, and provide all
documents supporting the contention that transport demand charges have escalated over
the last 10, 15, and 20 years.

Response:

The “Primary Fuel Initial Demand Cost” represents system storage and capacity costs
that might be avoided on a design day if customers enact the savings measures proposed
in the energySMART program. This amount is escalated because cost/benefit analysis
looks out over a long time horizon based on equipment effective lives of which exceed 20
years in some cases. In fact over the long term the Company’s use of a 2.5% inflation
rate may be low based upon data provided by Dr. Dismukes in response to Company’s
data request number 35. As can be seen in attachment 2-4.1, the annual long term
increase in the delivered price of natural gas to residential gas customers has been 5.4%
per year over the past 10 years, and 8% per year over the past 40 years, with the non-gas
portion of the price as computed by taking the well head difference from the delivered
price, has risen 6.3% per year over the past 10 years, and 5.6% per year over the past 40
years. This coupled with the recent increase in the C-2 demand rate that went into effect

October 1, 2009 (a rate based upon the average interstate demand and capacity cost per




Chattanooga Gas Company
Docket Number 09-00183
CAPD-2

Question 4

4/5/2010

20f2

Dth of design day requirement) strongly suggest that accounting for a long term modest

escalation in capacity costs would be appropriate.




Chattanooga Gas Company

U.S. Residential Natural Gas Use

Estimated DNG Revenue per Customer
And Annual percentage Rate of Increase
based upon Exhibit DED-17 from Direct Testimony of Dr. Dismukes

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1082
1983
1984
1985
1986
1087
1088
1989
1990
1991
1092
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

Source: Energy Information Administration, U.S. Department of Energy.
Total Consumption: http://tonto.eia.doe.gov/dnav/ng/ng_cons_sum_dcu_nus_m.htm

U.S. Natural
Gas Residential
Consumption

(MMcf)

4,837,432
4,971,690
5,125,982
4,879,387
4,786,128
4,924,124
5,051,360
4,821,485
4,903,006
4,965,365
4,752,082
4,546,450
4,633,035
4,380,599
4,555,465
4,433,377
4,313,969
4,314,833
4,630,330
4,780,638
4,391,324
4,555,659
4,690,065
4,956,445
4,847,702
4,850,318
5,241,414
4,983,772
4,520,276
4,725,672
4,996,179
4,771,340
4,888,818
5,079,351
4,868,797
4,826,775
4,368,466
4,722,358
4,872,107
4,763,528

(Tcf

Years (1970-2009)
Gross Precentage increase
Annual Percentage

Years (1999-2009)
Gross Precentage Increase
Annual Percentage

4.84
4.97
5.13
4.88
4,79
4.92
5.05
4.82
4.90
4.97
4.75
4.55
4.63
4.38
4.56
4.43
4.31
4.31
4.63
4.78
4.39
4.56
4.69
4.96
4.85
4.85
5.24
4.98
4.52
4,73
5.00
4.77
4.89
5.08
4.87
4.83
4.37
4.72
4.87
4.76

U.S. Natural
Gas Wellhead
Price

($/Mcf)

40

2082.4%

8.0%

10

69.4%

5.4%

1970 0.17
1971 0.18
1972 0.19
1973 0.22
1974 0.3
1975 0.44
1976 0.58
1977 0.79
1978 0.91
1979 1.18
1980 1.59
1981 1.98
1982 2.46
1983 2.59
1984 2.66
1985 2.51
1986 1.94
1987 1.67
1988 1.69
1989 1.69
1990 1.71
1991 1.64
1992 1.74
1993 2.04
1994 1.85
1995 1.55
1996 217
1997 2.32
1998 1.96
1999 2.19
2000 3.68
2001 4
2002 2.95
2003 4.88
2004 5.46
2005 7.33
2006 6.39
2007 6.25
2008 7.96
2009 3.71

Price
Delivered to
Residential
($/Mcf)

40
999.1%
6.2%

10
79.1%
6.0%

1.09
1.15
1.21
1.29
1.43
1.71
1.98
2.35
2.56
2.98
3.68
4.29
517
6.06
6.12
6.12
5.83
5.54
5.47
5.64
5.8
5.82
5.89
6.16
6.41
6.06
6.34
6.94
6.82
6.69
7.76
9.63
7.89
9.63
10.75
12.7
13.73
13.08
13.89
11.98

Non-Gas
Price

40
798.9%
5.6%

10
83.8%
6.3%

0.92
0.97
1.02
1.07
1.13
1.27

1.4
1.56
1.65

1.8
2.09
2.31
2.7
3.47
3.46
3.61
3.89
3.87
3.78
3.95
4.09
4.18
4.15
4.12
4.56
4.51
417
4.62
4.86

4.5
4.08
5.63
4.94
4.75
5.29
5.37
7.34
6.83
5.93
8.27

U.S. Wellhead Price: http://tonto.eia.doe.gov/dnav/ng/hist/n8190us3a.htm
Delivered Gas Price: http://tonto.eia.doe.gov/dnav/ng/hist/n3010us3A.htm
Number of Customers: http://tonto.eia.doe.gov/dnav/ng/hist/na1501_nus_8a.htm

Residential Per Customer
Customers Consumption

38,604,000
39,267,000
39,881,000
40,645,000
41,509,000
41,516,000
41,238,000
41,366,000
41,845,000
43,358,000
44,114,000
44,924,000
44,667,000
45,153,000
45,670,000
46,331,000
46,877,000
47,710,444
48,474,449
49,309,593
50,187,178
51,593,206
52,331,397
52,535,411
53,392,557
54,322,179
55,263,673
56,186,958
57,321,746
58,223,229
59,262,728
60,286,364
61,107,254
61,871,450
62,496,134
63,616,827
64,166,280
64,964,769
65,253,954

Chattanooga Gas Company
Docket No. 09-00183
CAPD Question 2-4
Attachment CAPD 2-4.1

125.31
126.61
128.53
120.05
115.30
118.61
122.49
116.56
117.17
114.52
107.72
101.20
103.72
97.02
99.75
95.69
92.03
90.44
95.52
96.95
87.50
88.30
89.62
94.34
90.79
89.29
94.84
88.70
78.86
81.16
84.32
79.14
80.00
82.10
77.91
75.87
68.08
72.69
74.66
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Estimated
DNG

115.28
122.81
131.10
128.45
130.29
150.63
171.49
181.83
193.33
206.14
22514
233.78
281.09
336.65
345.13
345.44
357.99
349.99
361.07
382.96
357.87
369.09
371.93
388.70
414.02
402.69
395.50
400.79
383.25
365.24
344.02
445.58
395.22
389.95
41212
407.44
499.71
496.48
442.76
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DISCOVERY REQUEST NO. S:

Please explain the rationale for the development of the lost revenue amount developed
and shown under the rate impact measure test provided in Response CAPD Data Request
151.

Response:

Projected annual purchased gas adjustment revenues for consumption, demand and
capacity were included in lost revenues. Lost Company margin revenues were excluded
based upon the assumption the Company’s proposed Alignment and Usage Adjustment
presented in Mr. Yardley’s testimony would be adopted, thereby resulting in no lost base

rate margin revenue to the Company.
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DISCOVERY REQUEST NO. 6:

Please provide a copy of the Baseline Consumption from RECS 2005.

Response:

The RECS 2005 data is publicly available from the U.S. Department of Energy at the

hyperlink listed below.

http://www .eia.doe.gov/emeu/recs/recs2005/c&e/detailed tables2005c&e.html
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DISCOVERY REQUEST NO. 7:

Please provide a complete and detailed reconciliation between the prices included in the
cost benefit analysis (DJN-2) and the attrition analysis presented in MHS-5. Provide an
explanation of all the differences between the data utilized in the two exhibits and

provide the source for all underlying source data used in each exhibit.

Response:
The source data for MHS-5 and DIN-2 was presented with the electronic format of
Minimum Filing Guideline number 25. The attached schedule Discovery Request 2-7.1

presents the reconciliation showing no differences.
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DISCOVERY REQUEST NO. 8:

Please explain the purpose and relevance of each variable shown on Exhibit MHS-5,

including how the RPGA variable relates to the PGA variable.

Response:

Basic summary descriptions of the variables used were presented in MHS-5, below are
further detailed descriptions of the variables used.

Commercial Variables

CGCTRD — Trend variable used to capture the change that occurs overtime to base load
usage. As base load appliances such as dryers, stoves, and hot water heaters are replaced
with more efficient appliances, there is a natural decline in the use per customer.
CONSTANT — Base load usage. Usage by any customer regardless of temperature for
base load appliances such as dryers, stoves, and hot water heaters.

SDDSSMRD — Number of heating degree days per meter reading day with a base
temperature of 55 degrees. Variable used to show increase in heat load usage that occurs
below 55 degrees. Indicates the majority of commercial customers using heat would be
on at this point.

SDD72MRD — Number of heating degree days per meter reading day with a base
temperature of 72 degrees. Variable used to show increase in heat load usage that occurs
below 72 degrees. Indicates that basic heat sensitivity begins at this point where smaller

businesses would normally react to colder temperatures.
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TSDD - Trend variable used to capture the heating sensitivity that occurs over time
below 55 degrees. As heat load appliances such as furnaces and space heaters are
replaced with more efficient appliances, there is a natural decline in the use per customer.

SDD72MRDI[-1] — Number of heating degree days per meter reading day below 72

degrees lagged one month. Indicates the weather a month ago correlates with customer
behavior and usage the following month. An example of this time of correlation would
be after a warm period of weather, commercial customers are less likely to turn on their
furnaces for a day or two of cold weather. Conversely, after a cold period of weather,
commercial customers are less likely to turn off their furnaces for a day or two of warm
weather.

Residential Variables

SDD65SMRD — Number of heating degree days per meter reading day with a base
temperature of 65 degrees. Variable used to show increase in heat load usage that occurs
below 65 degrees.

KNOT5565 — Variable used to capture the increase in heating sensitivity as temperatures
fall below 65 degrees. Shows as temperatures approach 65 degrees some customers
begins to react to weather and continue to react while others do not react until
temperatures approach closer to 55 degrees. Allows us to model customer usage and
behavior more closely during shoulder months when these conditions typically occur.
PSDD - Heat sensitivity to price. Shows correlation between the price of natural gas and

a customer’s usage. In order to model this effect, we regressed against the cross product
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of the lagged inflation adjusted price (RPGAJ[-1]) and the heating degree days per meter
reading day with a base temperature of 65 degrees.

CGCTRD - Trend variable used to capture the change that occurs overtime to base load
usage. As base load appliances such as dryers, stoves, and hot water heaters are replaced
with more efficient appliances, there is a natural decline in the use per customer.
CONSTANT - Base load usage. Usage by any customer regardless of temperature for
base load appliances such as dryers, stoves, and hot water heaters.

FEBMAYO07 — A series of one-time prior period billing adjustments made between

February 2007 and May 2007.
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DISCOVERY REQUEST NO. 9:

Please explain the criteria that were used to select the models presented in MHS-5 and
the exact specifications of the models estimated. Please explain which estimation
techniques are used in the regressions and what estimation technique is used by Forecast

Pro to compute coefficients?

Response:

The models used to run the regressions presented in Exhibit MHS-5 was Least Squares
Multi-Variate Linear Regression. First, scatter plots were established then general
relationships were established to heat. Knots were then established and tested. Time
series plots were next added as seen at the top of Exhibit MHS-5. From this visual
inspection, it was suggested there may be a base load and heat load long term trend.
Known economic effects effecting demand such as price were then included in the
models.

The criteria used to verify the models presented in Exhibit MHS-5 was Adj. R-square.
The next measure used after the Adj. R-square was Durbin Watson and Ljung Box. Also
in establishing the model criteria, we measured the BIC and MAPE. Individual variables
were evaluated based upon their t-Statistic and those with less than 95% significance
were rejected. Final testing was to perform a holdout period or ex-ante for periods of 12-

30 months. If the model performance would have declined significantly between the data
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period and holdout period, the model would have been rejected due to its inability to

accurately project the future.
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DISCOVERY REQUEST NO. 10:

Define all variables used in Exhibit MHS-5, including but not limited to X4 which is not
explained for commercial customers, the prior billing adjustment dummy that is called
FEBMAYO7, but it is stated adjustment took place February and April. Provide the data

for TSDD and PSDD used in regression models.

Response:

Please see Discovery Request No 8 for explanations of all variables used in Exhibit
MHS-5. Price, X4 was not used as a variable in the commercial regression. The variable
defined at FEBMAY07 was used to adjust for prior period billing adjustments made
between February 2007 and May 2007. As presented in MHS-5, the variable TSDD is
the cross product of CGCTRD and SDD65MRD. Also as presented in MHS-5 and
described in Discovery Request No 8, PSDD is the cross product of RPGA[-1] and

SDD65MRD.
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DISCOVERY REQUEST NO. 11:

Is collinearity an issue for residential customers, given definitions of PSDD and TSDD
and specification of model? If not, explain why it is not a problem.

Response:

No, collinearity is not an issue for residential customers. As clearly shown in the
attachment Discovery Request 2-11, the long term trend used does not directly correlate
to the price of natural gas. If collinearity was an issue, an error message similar to the

one seen below would have been reported and the model would have been rejected.
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DISCOVERY REQUEST NO. 12:

For the purposes of this request please refer to the response to data request 150-3 and
Minimum Filing Guideline 25. Explain the differences in usage reported in the excel file
CGC TRA FGItem 25-Revenue Model (tab UPC) and attachment to DR 150-3.
Specifically, usage for residential customers in file CGC TRA FGItem 25-Revenue
Model reaches values as high as 13; however, in attachment to DR 150-3, residential

usage reported is no higher than 6.

Response: Presented in MFG 25 is average customer consumption in Dekatherms by
month. Presented in DR 150-3 is average customer consumption per Meter Reading Day

in Therms.
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DISCOVERY REQUEST NO. 13:

For the purposes of this request please refer to the response to Minimum Filing Guideline
25. Why is the base RPGA in CGC TRA FGltem 25-Revenue Model (tab UPC, cell

C65) 164.12

Response: The value represented in Cell C65 under the UPC tab of Minimum Filing
Guideline 25 represents the monthly Consumer Price Index for the beginning month of

our data set, January 2000. This value is used to adjust the PGA term for inflation.
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DISCOVERY REQUEST NO. 27:

Please provide the following data for each rate schedule the Company intends to apply its
alignment and usage adjustment: the base load and heat sensitivity factor allowed in the
Company’s last rate case, by rate class; the normal degree days by month since the
implementation of last rate case; the average number of customers by applicable rate
class for each month since the implementation of last rate case; the actual usage by rate
class for each month since the implementation of last rate case; the R factor as allowed in
the last rate case.

Response:

Please refer to the table below for the R factor, base load and heat sensitivity factor

allowed in the Company’s last rate case, by rate class:

HEAT
SENSITIVE
BASE
RATE FACTOR - BASE
LOAD -
($THERM) HSF BL

HEAT (THERM) (THERM)
(R-1) RESIDENTIAL GENERAL SERVICE
Winter (November — April) 0.18259 0.171325 12.133
(R-4) MULTI-FAMILY HOUSING SERVICE
Winter (November - April) 0.217674 0.068798 17.033
(C-1) SMALL COMMERCIAL AND INDUSTRIAL
GENERAL SERVICE
Winter (November - April) 0.18581 0.240546 9.433

(C-2) MEDIUM COMMERCIAL AND
INDUSTRIAL GENERAL SERVICE
Winter (November - April) 0.169998 2.66182 813.367




Chattanooga Gas Company
Docket Number 09-00183
CAPD-2

Question 27

4/5/2010

20f2

Please refer to the table below for the normal heating degree days from the last rate case.

Non-

Leap Leap

Year Year
January 795 795
February 599 581
March 397 405
April 167 174
May 37 40
June 0 0
July 0 0
August 0 0
September 14 14
October 165 165
November 415 415
December 697 697
Total 3,286 3,286

Please refer to the table below that lists data responses where the following data has

already been provided:

Residential R-1 Customers by Month-

Residential R-1 Consumption by Month-

Residential R-4 Customers by Month-

Residential R-4 Consumption by Month-

Commercial C-1 Customers by Month-

Commercial C-1 Consumption by Month-

Commercial C-1 Customers by Month-

Commercial C-1 Consumption by Month-

Commercial T-3 Customers by Month-

Commercial T-3 Consumption by Month-

CAPD 1% set Discovery Request No. 3
CAPD 1% set Discovery Request No. 4
CAPD 1* set Discovery Request No. 5
CAPD 1% set Discovery Request No. 6
CAPD 1% set Discovery Request No.7
CAPD 1% set Discovery Request No. 8
CAPD 1* set Discovery Request No.9
CAPD 1* set Discovery Request No. 10
CAPD 1% set Discovery Request No.24

CAPD 1* set Discovery Request No. 25
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DISCOVERY REQUEST NO. 46:

Provide the amount and account for any non-recurring charges, such as non-
jurisdictional expenses, Outside Service Expenses, and outsourcing call center costs
recorded in the twelve months ended 12/31/09.

Response:

Please see attachments 46-1 through 46-9.

Revised Response:

The Company is revising attachment 46-1, (the summary sheet of adjustments) to
reflect the property tax adjustment as a direct expense adjustment. The original response
had shown the adjustment as an allocated expense adjustment. As shown on originally
filed attachment 46-7, the purpose of the adjustment is to adjust the actual amount for
property tax for 2009 calendar year to the actual amounts incurred for 2009 for

Chattanooga Gas Company and not AGL Services Company.




-9 Jusuiyoeny

9p-1 uonsanpd Advo
€8100-60 JoquinN 19300(Q
Auedwog seo) efoouepeyn

"SJUNOWE UOHE0][e XE) [2UOIOIPSLIN[-UOU JO S108Ue Sjeullle O]
1£5°¢.L uoneao|lyy
0 Paia
(8-9v 8Inpaysg) uoneso|ie xe} yoHNd

"syuswAed 500z Jod syunowe oy jenuooe xey Apadoud jsnipe o

uonedo|ly
pejesojje Jou-3011p Se MOYs 0} pasiAsy (£91'G9l) paiq
(2-9¥ ainpayog) xe) Anedoag

"Buipeal Jsjeuw Jo uonewolNe 03 sNp paunoul JeBuol ou 1500 Bulpesi JsjeLl 8pISINO sjewWIe 0
0 uoNE9O| Y

(g08'621) Pauq
(9-9t 8Inpay2g) soviAles Bulpeal Jajaw apisno [ejo)

‘Buisipanpe [Impoob sjeulwis 0
(c6¥) uoneso||y
0 10811g
(s-9¥ aInpayag) |1mpoon

"J9]ua9 j|eo Jo Buloinos-ul 1o8ja1 0} sasuadxae jsnipe o
G/6'V.12 suoneoo|y
0 181qg
(-9t aInpayog) 193ua) jlen

"Buisiuaape [euoowosd ajeulLIBE O]
(088'¢) suoleo|y
(9202¢) 121Q
(e-9v aInpayog) BuispieApy [euoiowosd

‘uoedioed 2JA10 [eunoIp)sHN[-uou sjeuILIG O
(9¥2'91) SUONEOO]|Y
(oo00's1) 81Q
(z-9v @Inpayag) uonedionsed 2IA1D

(01L02-6-¥ pasiAay)

6002 ‘L€ JaquiadaQ papug Jesa A ay) 104

sjuswisnipe J8yjo pue sesuadxa [euondipsnf-uou Jo uoleuILLg
Auedwo9 seg eBoouepeys





