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Q2.

A2.

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND
OCCUPATION FOR THE RECORD.

My name is William H. Novak. My business address is 19 Morning Arbor Place,
The Woodlands, TX, 77381. I am the President of WHN Consulting, a utility

consulting and expert witness services company. !

PLEASE PROVIDE A SUMMARY OF YOUR BACKGROUND AND
PROFESSIONAL EXPERIENCE.

A detailed description of my educational and professional background is provided
in Attachment WHN-1 to my testimony. Briefly, I have both a Bachelor’s degree
in Business Administration with a major in Accounting, and a Master’s degree in
Business Administration from Middle Tennessee State University. 1am a
Certified Management Accountant, and am also licensed to practice as a Certified

Public Accountant.

My work experience has centered on regulated utilities for over 35 years. Before
establishing WHN Consulting, I was Chief of the Energy & Water Division of the
Tennessee Public Utility Commission (Commission) where I had either presented
testimony or advised the Commission on a host of regulatory issues for over 19
years. In addition, I was previously the Director of Rates & Regulatory Analysis
for two years with Atlanta Gas Light Company, a natural gas distribution utility

with operations in Georgia and Tennessee. I also served for two years as the Vice

! State of Tennessee, Registered Accounting Firm ID 3682.
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President of Regulatory Compliance for Sequent Energy Management, a natural
gas trading and optimization entity in Texas, where I was responsible for ensuring

the firm’s compliance with state and federal regulatory requirements.

In 2004, I established WHN Consulting as a utility consulting and expert witness
services company. Since 2004 WHN Consulting has provided testimony or
consulting services to state public utility commissions and state consumer

advocates in at least ten state jurisdictions as shown in Attachment WHN-1.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
I am testifying on behalf of the Consumer Protection and Advocate Division

(Consumer Advocate) of the Tennessee Attorney General’s Office.

HAVE YOU PRESENTED TESTIMONY IN ANY PREVIOUS CASES
CONCERNING CHATTANOOGA GAS COMPANY?

Yes. I presented testimony in Dockets U-85-7382, 88-01363, 90-08876, 91-
03765, 93-06946 and 02-00383 and concerning Chattanooga Gas Company
(CGC). In addition, I have either testified or indirectly advised the TPUC in a
number of gas utility cases regarding Weather Normalization Adjustment (WNA)

mechanisms which are the core subject of this current Docket.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

TPUC Docket 09-00183 2 Novak, Direct
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A5. My testimony will support and address the Consumer Advocate’s positions and
concerns with respect to CGC’s proposal to terminate the Alignment & Usage
Adjustment (AUA). In addition, I will address CGC’s request to establish or
reinstate a WNA mechanism for R-1 and C-1 customers. Further, I will address

CGC’s request for recovery of the deferred AUA balance.

Q6. WHAT DOCUMENTS HAVE YOU REVIEWED IN PREPARATION OF
YOUR TESTIMONY?

A6. I have reviewed the Commission’s Order in this Docket that was filed on
November 8, 2010 (2010 Order) that established the AUA mechanism as well as
the subsequent Commission Order filed on November 6, 20132 (2013 Order) that
extended the AUA mechanism. [ve also reviewed the testimony and exhibits of

all parties in this Docket that are related specifically to the AUA mechanism.

In addition, I’ve reviewed the Report prepared by the National Regulatory
Research Institute (NRRI)3 and the Report filed as Testimony by a TPUC Staff
member.# These reports generally evaluate the energy efficiency and
conservation programs approved by the Commission in this Docket. Finally,
have reviewed CGC’s report on the trial AUA with recommendations (CGC

Report) filed in this Docket on September 26, 2017. The CGC Report requests

2 Order Extending the Alignment and Usage Adjustment Mechanism, Convening a Contested Case
Proceeding, and Appointing a Hearing Officer, filed in the current Docket and dated November 6, 2013.
3 Report Evaluating Chattanooga Gas Company’s 2012-13 Energy Efficiency Programs and Ideas for
Evaluating Future Energy Efficiency Programs in Tennessee, Report No. 16-09, Tom Stanton, December
2016, filed in this Docket on January 10,2017 (NRRI Report).

4 Testimony of Jerry Kettles filed in this Docket on September 19, 2017 (TPUC Staff Report).

TPUC Docket 09-00183 3 Novak, Direct
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approval from the Commission to terminate the current AUA mechanism and
reinstate a WNA mechanism for R-1 and C-1 customers, as well as recover the

deferred AUA balance.

MR. NOVAK, PLEASE SUMMARIZE YOUR RECOMMENDATION TO
THE COMMISSION IN REGARD TO CGC’S PETITION.

I recommend that the Commission deny CGC’s request to either establish or
reinstate a WNA mechanism for R-1 and C-1 customers outside of a new rate
case. [ also recommend that the Commission deny CGC’s request for recovery of
the deferred AUA balance. In addition, I recommend that the Commission
conduct a financial audit of the AUA surcharges and refunds in a manner similar
to WNA audits that the Commission Staff already undertakes on a regular basis.
Further, to the extent that CGC continues to affirm its request to terminate the
AUA mechanism subject to these recommendations, then I would also

recommend that the AUA mechanism be terminated.

HOW IS YOUR TESTIMONY ORGANIZED?

I will begin by briefly discussing some background information concerning this
Docket. Next, I will discuss CGC’s proposal to either establish or reinstate a
WNA mechanism for R-1 and C-1 customers once the AUA has terminated. I
will then address CGC’s proposal to recover the cumulative deferred balance
from the existing AUA mechanism. Finally, I will address CGC’s options with

respect to terminating the AUA mechanism.

TPUC Docket 09-00183 4 Novak, Direct
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I. BACKGROUND

MR. NOVAK, WOULD YOU PROVIDE SOME BACKGROUND ON THE
AUA MECHANISM IN THIS DOCKET?

Yes. On November 8, 2010, in Docket No. 09-00183, the TPUC approved a rate
increase of approximately $60,000 for CGC which was completely allocated to
the residential customer class.> Along with this increase in rates, the Commission
also approved a series of conservation measures proposed by CGC including a
revenue decoupling mechanism known as the Alignment & Usage Adjustment

(AUA) for the R1 and C1 residential and commercial customer classes.®

According to the 2010 Order, the AUA was approved for a three-year
experimental period and was to take the place of the WNA (that existed prior to
the AUA) for the R1 and C1 customer classes. The AUA works by first
computing the actual monthly revenue per customer class and then comparing this
amount with the benchmark monthly revenue per customer class recognized in the
rate case. The difference between these two rates is multiplied by the actual
number of customers billed and then either surcharged or refunded (with interest)
to each customer class. In addition, the Commission placed a cap of 2% of

margin on annual increases to the AUA surcharge.”

52010 Order at page 66 at paragraph 6.

62010 Order at page 66 at paragraph 7. The Commission also approved a conservation plan consisting of a
residential free programmable thermostat program and a limited community outreach and customer
education program.

72010 Order at page 66 at paragraph 8.

TPUC Docket 09-00183 5 Novak, Direct
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On November 6, 2013, the Commission issued the 2013 Order extending the
existing AUA mechanism until an evaluation of the experimental program could
be prepared. The Commission Staff then contracted with NRRI to evaluate

CGC’s conservation measures and to prepare a report of their findings.

The NRRI Report on CGC’s conservation measures was presented to the
Commission on January 10, 2017. According to the NRRI Report, “...the
program intent might have been reasonable, but the plan itself turned out to be
shortsighted.”® The TPUC Staff Report, on September 19, 2017, essentially
reviewed and affirmed the results of the NRRI Report. The TPUC Report noted,
among other things, that there appeared to be insufficient customer data available
to properly evaluate the results from CGC’s conservation measures.® Further, the
reports generally observe that while the program may result in savings, that
savings may be difficult to achieve.!0 As a result, in general terms, the
Commission’s intent to address specific conservation measures for CGC’s

customers fell short of their stated goals.

On September 26, 2017, CGC issued the CGC Report on the AUA mechanism.

In its report, CGC requests that the AUA mechanism now be discontinued and

8 NRRI Report Evaluating Chattanooga Gas Company’s 2012-13 Energy Efficiency Programs and Ideas
for Evaluating Future Energy Efficiency Programs in Tennessee, Report No. 16-09, Tom Stanton,
December 2016, Page 15.

9 TPUC Staff Report at pages 7-8.

10 TPUC Staff Report at pages 10-11 (referring to the relationship between the NRRI Report and TPUC
Staff Report.

TPUC Docket 09-00183 6 Novak, Direct



replaced with a WNA mechanism. CGC also requests that it now be allowed to
recover the current balance of approximately $1.8 million in deferred AUA

surcharges.
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II. WNA REINSTATEMENT

MR. NOVAK, PLEASE SUMMARIZE CGC’S PROPOSAL TO
REINSTATE THE WNA MECHANISM AFTER THE AUA MECHANISM
IS TERMINATED.

CGC is requesting that the Commission reinstate the WNA mechanism on a
going-forward basis once the AUA mechanism has been terminated.!! With
respect to the mechanism, CGC requests to return to the WNA mechanism in

TPUC Docket No. 91-01712.12

DOES CGC OFFER ANY LEGAL OR REGULATORY BASIS FOR ITS
REQUEST?

CGC offers no apparent regulatory or legal basis for reinstating a WNA in this
Docket. 1 will add that the existence of a previously approved, and terminated,
mechanism from a 1991 docket is not a basis for reinstating a WNA in this

Docket.

MR. NOVAK, IN YOUR OPINION, IS THERE ANY BASIS IN THIS
DOCKET UPON WHICH THE TPUC COULD REINSTATE A WNA
MECHANISM AFTER THE PRESENT AUA MECHANISM IS

TERMINATED?

T CGC Report at page 7 of 8.
12 CGC Report at page 7 of 8.

TPUC Docket 09-00183 8 Novak, Direct
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No. I have not found any authorizing language in the record for this Docket
indicating that the Commission authorized a WNA that could now be reinstated
by CGC. In fact, the 2013 Order specifically states that CGC’s WNA “ceased to
operate . . . because the AUA mechanism takes into account all adjustments to
usage, including those related to weather.”!? Further, the Commission found that
“[w]ithout a[n AUA] tariff in place, the Company would have no mechanism to
account for declining usage and the effect of weather on revenues.”!* As a result,
the Commission recognized that the WNA was no longer available and had been
terminated. Applied to this current Docket, it appears that there is no authority by
which the proposed WNA could now be reinstated and any WNA authorized as a

result of CGC’s request would essentially be a new WNA.

MR. NOVAK, YOU MENTIONED EARLIER THAT THE COMMISSION
SPECIFICALLY APPROVED THE AUA MECHANISMS ONLY FOR
CUSTOMERS RECEIVING GAS SERVICE ON THE R-1 AND C-1 RATE
SCHEDULES., WAS THE AUA MECHANISM ALSO APPLIED TO
OTHER RESIDENTIAL AND COMMERCIAL RATE SCHEDULES?

No. The AUA mechanism was only applied to residential and commercial

customers on CGC’s R-1 and C-1 rate schedules. Residential and Commercial

132013 Order at page 2 (referring to a motion by CGC to extend the AUA, in which CGC said that “[s]ince
the AUA adjusts for all variance in usage, the Weather Normalization Adjustment . . . for these two Rate
Schedules was discontinued™).

142013 Order at page 6. As I am not an attorney, I do not address whether there is any other legal basis
upon which the deferred AUA balance could be recovered, though from a regulatory perspective, there
would appear to be a retroactive ratemaking issue inherent in CGC’s request.

TPUC Docket 09-00183 9 Novak, Direct
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customers on CGC’s R-4 and C-2 rate schedules were not included in the AUA

mechanism,

DID THE EXISTING WNA MECHANISM CONTINUE TO APPLY TO
RESIDENTIAL AND COMMERCIAL CUSTOMERS ON THE R-4 AND
C-2 RATE SCHEDULES?

I have been unable to find anything in the record whether any WNA factors were
adopted by the Commission in Docket No. 09-00183 for CGC’s R-4 and C-2 Rate
Schedules. The Commission Order does not mention any WNA factors being
adopted, and specifically states that the attrition period revenues were based on
the Consumer Advocate’s billing determinants.!> Moreover, a review of the
testimony and workpapers of CPAD witness Dave Peters in this Docket indicates
that no weather normalization was undertaken. Nevertheless, the 2017 WNA
Audit Report of the Commission Staff in Docket 17-00062 indicates that the
WNA factors were taken from the last rate case in Docket No. 09-00183.16
Regardless of what WNA factors are actually being used by CGC for the R-4 and
C-2 rate schedules, it does not appear that there was a consensus or vetting of any

weather normalization methodology by the Commission in this Docket.

152010 Order at page 15.

16 Docket 17-00062, Audit of Chattanooga Gas Company’s Weather Normalization Adjustment for the
Period November 1, 2016 to April 30, 2017, Notice of Filing by the Utilities Division of the TPUC, Exhibit
A, Page 1, July 19,2017.

TPUC Docket 09-00183 10 Novak, Direct
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A WNA MECHANISM WAS SPECIFICALLY APPROVED FOR CGC’S
R-4 AND C-2 RATE SCHEDULES?

Because CGC is now asking the Commission to adopt a WNA mechanism from
this docket for the R-1 and C-1 rates schedules after the AUA mechanism is
terminated. If the Commission never approved a WNA mechanism in this docket
for the R-4 and C-2 rate schedules, then there is no existing WNA mechanism in

place and CGC’s request should be denied.

Further, on a more fundamental level, WNA mechanisms require the use of
statistics from linear regression equations for each customer class as well as
calculations for daily normal weather. None of these WNA components were
vetted by the parties in Docket 09-00183. As a result, it appears unlikely that the
Commission could have approved a WNA mechanism in this Docket for any of
CGC’s rate schedules. Since the Commission did not approve a WNA

mechanism, CGC’s request to reinstate a WNA mechanism should be denied.

Finally, changes to the calculation of normal weather since the last rate case as
well as changes in the wholesale price of natural gas and customer usage patterns
will likely lead to unpredictable results if a WNA is now adopted based upon data
from the 2009 rate case. As a result, it would be inappropriate to apply WNA
factors from a previous rate case to today’s customer usage and CGC’s request to

do so should be denied.

TPUC Docket 09-00183 11 Novak, Direct
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DOES THIS ALSO MEAN THAT THERE IS NO FUNDAMENTALLY
SOUND BASIS UPON WHICH A WNA COULD BE ESTABLISHED IN
THIS DOCKET FOR CGC’S R-4 AND C-2 RATE SCHEDULES'?

Yes. Since there was no vetting or approval of WNA components and no specific
authorization by the Commission of any WNA mechanism in this Docket, then
there is no sound basis for currently establishing, applying and charging a WNA

mechanism to CGC’s R-4 and C-2 rate schedules.!?

WOULD THE SAME RATIONALE APPLY TO SHOW THAT THERE IS
NO FUNDAMENTALLY SOUND BASIS UPON WHICH A WNA COULD
BE ESTABLISHED IN THIS DOCKET FOR CGC’S R-1 AND C-1 RATE
SCHEDULES?

Yes. To emphasize the point, since there was no vetting or approval of WNA
components and no specific authorization by the Commission of any WNA
mechanism in this Docket, then there is no sound basis for currently establishing,

applying, and charging a WNA mechanism to CGC’s R-1 and C-1 rate schedules.

WHAT IS YOUR RECOMMENDATION ON THE REINSTATEMENT OR

ESTABLISHMENT OF A WNA MECHANISM?

I7 At this point, I have not made a recommendation as to whether a refund would be appropriate in this
context if CGC’s apparent inadvertent continuation of the WNA with respect to CGC’s R-4 and C-2 rate
schedules resulted in Consumers being overcharged. In my view, this could be addressed in connection
with a later aspect of this Docket, including the financial audit that I propose.

TPUC Docket 09-00183 12 Novak, Direct
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As I previously noted, there was no vetting of the WNA factors by the CPAD
during CGC’s last rate case in this Docket. This was likely because CGC had
proposed to eliminate the WNA mechanism altogether. This means that the
WNA factors that CGC now wants to reinstate for R-1 and C-1 customers were
not properly considered in the rate case. As a result, it becomes very difficult to
consider the impact of a new WNA mechanism without fully considering all other

aspects of CGC’s rate of return.

Further, to my knowledge, the Commission has never implemented a WNA
outside of a rate case and certainly not a rate case that is over six years old.
Addressing a WNA for CGC at this point would be akin to adopting an alternative
rate mechanism on the same six-year old data. After a point, the data adopted in

the rate case becomes so stale that it would likely produce inappropriate results.

For all of the reasons that I describe, including the apparent lack of any relevant
Commission approval, | recommend that the Commission reject CGC’s proposal

to reinstate a WNA on a going-forward basis.

TPUC Docket 09-00183 13 Novak, Direct
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III. STATUS OF THE CUMULATIVE DEFERRED AUA BALANCE

Q19. MR. NOVAK, PLEASE EXPLAIN HOW THE CUMULATIVE

DEFERRED AUA BALANCE IS CALCULATED.

A19. As mentioned above, the AUA is subject to a 2% margin cap on the annual

increases to the surcharge. This means that CGC cannot increase the AUA

surcharge by more than 2% of the existing base rate no matter what the actual

AUA deficiency might be. As a result, CGC has been required to defer (with

interest) the cumulative AUA balance on its books. As of May 31, 2017, the

cumulative deferred AUA balance was approximately $1.9 million as shown

below on Table 1.18

TABLE 1 - DEFERRED AUA BALANCE?Y
Residential Commercial Total
R-1 AUA C-1 AUA AUA
Deferred Balance at Balance Balance Balance

May 31, 2010 $0.00 $0.00 $0.00
May 31, 2011 -283,469.21 121,387.42 -162,081.79
May 31, 2012 581,374.40 510,008.12 1,091,382.52
May 31, 2013 234,422.24 607,900.88 842,323.12
May 31, 2014 -642,496.01 337,691.02 -304,804.99
May 31, 2015 -859,571.75 260,387.38 -599,184.37
May 31, 2016 -88,171.99 590,360.24 502,188.25
May 31, 2017 871,831.03 992,885.87 1,864,716.90

18 These deferred balances reported by CGC have not been audited.

19 AUA Balance Detail provided in a July 20, 2017 email from Archie Hickerson to Hal Novak included as
Attachment WHN-3. Negative balances denote AUA funds owed from CGC to the customer. Positive
balances denote AUA funds owed from the customer to CGC. Note also that these balances do not
precisely match the values included in CGC’s September 26, 2017 filing.
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IN YOUR REVIEW OF THE DOCUMENTS YOU REFER TO ABOVE,
DID YOU FIND ANY AUTHORIZATION BY WHICH CGC COULD
RECOVER THE CUMULATIVE DEFERRED AUA BALANCE?

No.

MR. NOVAK, FOR CONTEXT AS TO CGC’S REGULATORY AND
FINANCIAL CONDITION, WHAT WERE CGC’S EARNINGS DURING
THIS SAME TIME PERIOD?

During this same time, CGC exceeded their authorized rate of return of 7.38% by
as much as $3.3 million as shown below on Table 2. These overearnings were
only reduced in 2015 and 2016 due to a significant increase of approximately $14
million in rate base.20 Without this unexplained increase to their rate base, CGC

would have continued exceeding their authorized rate of return during 2015 and

2016.2!
TABLE 2 - CGC EARNINGS?2
Over/(Under) Cumulative
Authorized Over/(Under)
For the 12 Months Ended Earnings Earnings

December 31, 2011 $1,115,548 $1,115,548
December 31,2012 544,381 1,659,929
December 31, 2013 988,931 2,648,860
December 31, 2014 623,332 3,272,192
December 31, 2015 -842,454 2,429,738
December 31, 2016 -1,173,289 1,256,449

20 This change represents an increase of approximately 14% to rate base.

21 CGC’s ability to earn well beyond its authorized rate of return is puzzling given the relative insignificant
change in rates (approximately $60,000) that resulted from their 2010 rate case.

22 Compiled from monthly financial reports filed with the TPUC and the CPAD and shown on Attachment

WHN-2.

TPUC Docket 09-00183

15

Novak, Direct



—_—

10

11

12

13

Q22, MR. NOVAK, WHAT IS YOUR RECOMMENDATION TO THE
COMMISSION REGARDING CGC’S PROPOSAL TO RECOVER THE
CUMULATIVE DEFERRED AUA BALANCE OF APPROXIMATELY
$1.9 MILLION?

A22. 1recommend that the Commission reject CGC’s proposal to recover the
cumulative deferred AUA balance, since there does not appear to be any approved
or otherwise authorized basis upon which in could be recovered. My
recommendation also is supported by the significant overearnings that CGC has
captured and retained since its last rate case. Further, I recommend that the

Commission audit the surcharges and collections from the AUA mechanism.

TPUC Docket 09-00183 16 Novak, Direct
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IV.  OPTIONS FOR AUA TERMINATION

MR. NOVAK, WHAT OPTIONS DOES CGC HAVE AT THIS POINT
WITH RESPECT TO THE AUA MECHANISM ?

CGC has essentially three options. One option would be to simply terminate the
AUA mechanism. Another option would be to file a general rate case and
terminate the AUA within that context, along with asking the Commission to
establish a new WNA based upon updated weather and customer usage patterns.

A third option would be for CGC to leave the existing AUA in place.

WOULD YOU COMMENT ON EACH OF THESE OPTIONS?
The first option — simply terminating the AUA — would result in CGC not having
a mechanism to account for the effect of weather on revenues and would also

mean that CGC would forfeit the outstanding cumulative deferred AUA balance.

The second option — filing a new rate case — would involve the time and resources
required by a general rate case that included a WNA, but would provide some
future protection against abnormal weather (assuming a WNA was approved by

the Commission).

The third option — leaving the current AUA in place — would mean that the

adjustment mechanism that has been found to come up short would remain in

TPUC Docket 09-00183 17 Novak, Direct
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place, though this option could result in the utilization of the outstanding

cumulative deferred AUA balance over time.

DO YOU HAVE A RECOMMENDATION WITH RESPECT TO THESE
OPTIONS?

I recommend that the AUA mechanism continue to remain in effect. However, if
CGC still desires to terminate the AUA mechanism in spite of the disadvantages
that I describe above, then I would recommend that the Commission allow CGC
to terminate the AUA and forfeit the outstanding cumulative deferred AUA
balance, without establishing a WNA to provide protection against abnormal

weather.

DOES THIS COMPLETE YOUR TESTIMONY?
Yes, it does. However, I reserve the right to incorporate any new data that may

subsequently become available.

TPUC Docket 09-00183 18 Novak, Direct
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William H. Novak
19 Morning Arbor Place
The Woodlands, TX 77381

Phone: 713-298-1760
Email: halnovak@whnconsulting.com

Areas of Specialization

Over thirty-five years of experience in regulatory affairs and forecasting of financial
information in the rate setting process for electric, gas, water and wastewater utilities.
Presented testimony and analysis for state commissions on regulatory issues in four states
and has presented testimony before the FERC on electric issues.

Relevant Experience

WHN Consulting — September 2004 to Present

In 2004, established WHN Consulting to provide utility consulting and expert testimony
for energy and water utilities. WHN Consulting is a “complete needs” utility regulation
firm able to provide clients with assistance in all areas of utility rate analysis. Since
2004, WHN Consulting has provided assistance to public utility commissions and state
consumer advocates in over ten state jurisdictions. Some of the topics and issues that
WHN Consulting has presented testimony for include net metering, alternative rate
regulation, revenue requirement calculations in rate cases, class cost of service studies,
rate design, deferred income tax calculations, purchased gas costs, purchased power
costs, and weather normalization studies.

Sequent Energy Management — February 2001 to July 2003

Vice-President of Regulatory Compliance for approximately two years with Sequent
Energy Management, a gas trading and optimization affiliate of AGL Resources. In that
capacity, directed the duties of the regulatory compliance department, and reviewed and
analyzed all regulatory filings and controls to ensure compliance with federal and state
regulatory guidelines. Engaged and oversaw the work of a number of regulatory
consultants and attorneys in various states where Sequent has operations. Identified asset
management opportunities and regulatory issues for Sequent in various states. Presented
regulatory proposals and testimony to eliminate wholesale gas rate fluctuations through
hedging of all wholesale gas purchases for utilities. Also prepared testimony to allow gas
marketers to compete with utilities for the transportation of wholesale gas to industrial
users.

Atlanta Gas Light Company — April 1999 to February 2001

Director of Rates and Regulatory Analysis for approximately two years with AGL
Resources, a public utility holding company serving approximately 1.9 million customers
in Georgia, Tennessee, and Virginia. In that capacity, was instrumental in leading
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Page 2

Atlanta Gas Light Company through the most complete and comprehensive gas
deregulation process in the country that involved terminating the utility’s traditional gas
recovery mechanism and instead allowing all 1.5 million AGL Resources customers in
Georgia to choose their own gas marketer. Also responsible for all gas deregulation
filings, as well as preparing and defending gas cost recovery and rate filings. Initiated a
weather normalization adjustment in Virginia to track adjustments to company’s revenues
based on departures from normal weather. Analyzed the regulatory impacts of potential
acquisition targets.

Tennessee Regulatory Authority — Aug. 1982 to Apr 1999: Jul 2003 to Sep 2004
Employed by the Tennessee Regulatory Authority (formerly the Tennessee Public
Service Commission) for approximately 19 years, culminating as Chief of the Energy and
Water Division. Responsible for directing the division’s compliance and rate setting
process for all gas, electric, and water utilities. Either presented analysis and testimony
or advised the Commissioners/Directors on policy setting issues, including utility rate
cases, electric and gas deregulation, gas cost recovery, weather normalization recovery,
and various accounting related issues. Responsible for leading and supervising the
purchased gas adjustment (PGA) and gas cost recovery calculation for all gas utilities.
Responsible for overseeing the work of all energy and water consultants hired by the
TRA for management audits of gas, electric and water utilities. Implemented a weather
normalization process for water utilities that was adopted by the Commission and
adopted by American Water Works Company in regulatory proceedings outside of
Tennessee.

FEducation
B.A, Accounting, Middle Tennessee State University, 1981
MBA, Middle Tennessee State University, 1997

Professional
Certified Public Accountant (CPA), Tennessee Certificate # 7388
Certified Management Accountant (CMA), Certificate # 7880
Former Vice-Chairman of National Association of Regulatory Utility Commission’s
Subcommittee on Natural Gas
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CGC Earnings Calculations
2011 - 2016



YlOt €

086'SBE'E

foaoaay gl s PELGROLLT

QLA oW 7] L[-03]

HELE S YLEY
%l 11

EITITHL

(WRTFE SOETTL o8r'SII'l

LORERY'ILL
LBROLK'OTT VBB L8L'6LI
QLA @zl 9[-2a

Garodoy

%1999 %E8'9
%bE 11
0£T'R0T'L
HSFTrs: [22:3 {72 NI9'€66
66L°8LLITI
Lanoomy ITTIEILIL  ¥9T'90TOTL
Q1A 7] 103
%86 L Yab6 L
%9521
LES99T'S
X et FEE'SET'® 096'0vT'[
TSE'T90F01
Dk ORLESIEO]  SL6'6SS'8LI
QLA ow 71 -3
Y6318 YSS 8
%TT ¥l
T
0I695'L €6S°TEL'L
90Y'80Y'68
Loy Or6SoI'68  L8L'Y9S'S6
QLA ow 7] £1-0Q
Y66 L Y608
%E9 €1
OLI'YSIL
ST I9L'P60'L 118's20't
Araromey T60°95L'88
QLA ow 71

%60 01

LTTFSS'L BEL'TLL

i 99C60E 16 661'TLR'I6
QLA™ L 11-2d

LI-AON

%ALE9
%LT9
BIS°LPYL
16E'EE9
FOB‘V68'9L 1
8BLLTLITL
91-AoN

%06 9

%9V 6

8£5°080°8

657696

TO8EEO'LIT

SSR'BETTTL
S1-A0N

%008
%IL6
STI'8S1'8
€68°196
£SI'TH6 101
[L£'769'811
yl-aoN

%ESB

Yebt TL

£99'86S'L

B66P66

67T'60L°68

976'79€°96
E[-A0N

%LT8
%ILTL
00t'89€°L
691896
£T8°660°68
WSOL'[6
IO

%6E TH

LOPOYE

00£'¢L9'16
TT=4aN

L1110

%99

Yashd
EBI'LLLL
SEI'¢9p
TITE96'9TT
LSU'9ETOTL

91100

%69
%ER €
S11'080'8
SOR'88E
9IS 'TEB'ITI
£66'P08'1T1
S0

%81 8

%bt ¥

9EE'SOL'S

608'SEY

RLTLTT001

PEFTOLLLL
#1990

YeC 8
Y86'F
9ITIRS'L
OEQ'L6E
785°00L'88
611°699'S6
€120

YEL 8

%8l v

LEUSLTL

OLE'LLE

PIBGIS 68

PY'6HY 16
10

Y38 6

S68TEL

S6I'TEY'16
11130

Li-dog

%88 9
%8S T
TROOOL'L
EPESST
$OL'PSO'LLT
686689811
9[-dog

%69
%Y1
8LE'0EL'Y
60991
980'9LEDLL
T61'738'021
sr-dog

%Y B
9L T
TI0LEL'S
10£°65T
01001896
LRYOILTL]
y1-dag

FRLTTSL
£9TF9L
<T6'61T88
POTTLE'EG
£1-dog

Ybt 8
Yl6'l
S6CBES'L
BLL'LP
069'S08'68
TLF090'06
7(-dog

%8E T

FTOI8T

0EE980°16
11-dog

JARCLY

%lS9

%0L 1
£T0'TTYL
08£°591
EOL'9FI'LLT
690'RS'ILL
gt-3ny

%Ol L
AILT
ELYTIT'®
918'0LT
szo'vzLcit
68'TLS'61L
s[-Bny

UEER
Vb6 L

LIE'685°96
ursLeotl
£1-3ny

%9 R
Y%8L1
81§'1TS°L
68'PEl
oLi'zIs'L8
PPO'9EL'06
£1-30y
%Zl'8

Y60'T
GHIOTE'L

9288106
£01°SH'68
7180y
%90 L
woTES

NEE'OYS 06
113y

Jagile

Y659
%6’
SILvTeL
8LI'L81
9L6'1ETLLI
9T SSB' LT
91-Ie

%90'L
v%S§6°t
0L6'971'8
86061
LEO'EET'SIL
15T96LLLL
R0

%9b'8
%TH'T
£LIE10'8
8OV'TIT
G1E°069°06
0LT'TLE'SOL
rU-mr

%98

%6E 1

TOLESL

708700

WS'619'L8

080°10t°88
<I-me

%lE 8
%ET1
95L'669'L
116
ISE'SIF06
£TO'9LL'LS
-

%b$ T
L0T00T

FOE09L'TE

Ll-unp

YHE 9
%OL'T
VER'STLL
£Y¥'S00
ELIESILIT
[E8°TTEHIL
9[-anp

%WEl L

%ET 1
Pr6'oPL's
101'8L1
1€8's56°€ L1

%lv8
%ST
98L'T88'L
SLEDPE
PI9LE0'E6
8L9'£ES°B6
pl-anp

%St 8
%tl'T
o1goLE'L
78961
01611748
9pT'EF1'98
gr-ung

BTT06L'98
-y

WEET
EB0'6LL

86+'9€1°T6
[1-ung

8LOLEL'L
T
£8£'996'91 1
889'THE'PIT
-

%St L

b6 T

816°CSE'S

905'€87

T86'L0TTIL

ESTBIYCNL
SI-ATA

%t 8
%60 T
VIT'SPLL
SETLIE
L18'7E8'16
16€°€20'E6
FI-S0N

%t 8
%TE Y
SECLIE'L
£09'€0€
6LEOLE LS
9TS'ISE' P8
€1-AEN

Yilt 8
WITE
0E6'LTLL
PT6'TET
S91°L9T' 16
070°660'L8
TI-ATN

WLLE

V'L

$79'165'16
[1-AmA

%0L S
%e0€
1£6'999
£90'06%
051°186'911
6L1°920°LIT
L1-1dy

YL 9
Wiz
$76'€78'L
SIUSBS
SECFOLT L
60€THETL
9l-idy

%6S L
%S9
109'68E'8
6S61LE
S6r'6LYO1T
LOTTSS T
<1-dy

%S

%0 6

el

£28'089

GOETLE06

TBI'SEL'OS
Fl-ady

L8
%69
£60'91E°L
oLy
98L°95€'L8
£T0'6LL'T8
g1-dy

Y6t 8
AHES
THOTHLL
9,078E
S6E'0ET16
EYR'TER'CH
Tl-dy

%96 9

687875

100'0£0'16
| {=1dy

YaGL €

Yol R
996'€9L°9
[69'L¥8
GZETELOLT
BO6LLEOTT

LN

%IL9
Y96
TLE'INB'L
BYE'706
LBEOTE'9LL
T8 TN
91-1TN

%I8L
Y%ER 0L
171°86¢°8
95€°S00'1
LTS LBL'BOL
S1L'OFCTIL
ST-ta

Y%lt 8
%86 11
6SB'168°L
108'L68
S60°FIT'06
8'016'68
11N

WETS
%ILTL
LOT06I'L
669'8L8
086°C9<°L8
THO'EL6'TR
£1-TN

es'8

bt T1

SIT6RLL

LTS'068

SEOOLT16

895'176'CH
TN

Y%ET'0L

S6LELL

8€1'795°06
[1-re

%S8 €
%SETT
969°018'9
S10'T0T1
886°B9Y'91 |
£65'€89'91 L
JARCEE |

%089
PAtadl
1$8'916'L
BEBTBLL
120'€0r'91 L
LBEFIPELL
9194

%98 L
SlLt]
SHE0L'S

9TI'Z90'PLL
<1923

%t 8

€9 91

SIS'08S'L

€OE'1ST 1

LLI'T6L'68

BLTOT06
1493

TE'S
YLl
TIELRT'L
SO9'EtT1
9EF'SOY'LE
OL6'06T'SS
€924

Yoll'$
vele'Ll
TOLILLL
8€9'0TE T
€9S°165° 16
9LL'SLY'88
7924

Yab0 L1

656187 L

909" P9 06
11-ad

eSS

L' PL
£91°18L'9
T Lrt'l
TRCIILL
LS0'606'LLL

L1-uer

%869

%#T9'91
8799€1'8
L6191
€L9'TT99LI
1LL'9P6'9T1

9l-uvf

%IBL
%6V
TEE'PCT'
TITTSH'T
0EF' +8S°601
9SL'Y6L'ITL
c[-ung

it

%6L 8L

106°€8S°L

98E'TSE'(

LBI'CTS68

16€'618'T6
p1-ump

%LES

%96 0T

SLE'69E'L

SHEErST

LLIPIO88

$SO'LYS'S8
£r-uep

%It 8
vt 81
€98'978'L
TSI'LRET
[L0'0VL 16
TSIE6E 16
Ti-uer

%SL 8L

€19'PIb L

TO1'BES06
[-uer

R "]

UBE L
0r8'£76'9
¥05'818°€6
£8100-60 W%
13p10) W'D ATY W0l
UBE L
0r8'€z6'9
FOSSI'E6
£8100-60 1
10piQ) 5T NeY Wo
ASEL
OVB'ET6'9
+0S'818'€6
£BIO0-60 1T
JApL) 3E MEy WoL]
SBE L
OY8'E769
+05'818'€6
£8100-60 U1
13paQ 5D ANwY wol{
%8E L
ar8'€76'9
¥05'818°€6
£8100-60 11
19p10) 95T7) apmy WL
%8EL
OY8'€T6'9
YOS'BIB'E6
£8100-60 11
J9pLO) 2SR Y Wor
Y8E L
OVB'E769
+05'818'€6
€8100-60 @
13pIQ FST) MUY Wol

W3l Jo 21RI NEP-O1-JIUOLLS 7|
W21 JO ANTL AU
awnour Buhaado 19u pawsnipe F1ep-o1-yiuow 7|
awoout Bunerado 1@ pasnipe Syuow
asmq J101 MEp-O1-Iuow 7| dTasavy
g Ay SFemay

LI0T

WM JO M0 AFP-O1-YIUO 7|
WMISI JO ML A Uow
oot Aunmrado 19 patsnipa syEp-ol-qiucu 7]
awomur Funerado 19u pasnipe yuow
258q 9T IYUP-Ol-UOW 7| AFWAry
asng Ay oFaany

90z

WL Jo 1.l ATP-ot-fuuolll 7|

W1 Jo 7 AU

uriarado 1ou parsmipa aep-o1-quuow 7|
aosut dmwiado 1au psnipe Yo
asuq M0 AjEp-ol-quout 7| Bereay
asug My oBmLy

Stz

TR 0 3 PO T
wmias Jo aver Apuow
susonu Buterado 1eu pmsnlpe a)wp-ol-quowt 7|
awoour unwiade 10u parsnipe Apuows
251q 91w A)Fp-o1-uor 7| ABwany
Iseg Fmy By
[a{ir4

WaI Jo ST Jep-ol-yiuoll 7|
LML JO VT A[YIUoL
awonw Funazado 19a parsnipa 3Ep-o-yIow 7]
awosut Fupresado 190 pasnlpe A[yrour
08TQ JIRI ANBP-OI-{IUCW 7] TeIANy
osvg ey By
€107

WM Jo 21l INBP-Ol-yjuows 7|
wmai jo e Aqows
suoaur Bunetado 1au porsnlpe ap-o1-yuowL 7[
auoaul Bunmado you pasnipe yuow
2¥1q 31! JEP-Ol-YUowW 7| IBmasy
asmg Ay oFwIaAy

1z -

WMz JO S1R MMp-OT-Ipuou 7|
amial Jo 21l Ajpuour
swosut Bunutado 1ou pavsnpe awp-o1-yluoLL 7|
awoour Brmelado 12U palsTipe [yuow
a5Tq 2101 3jep-ol-yiuow 7] ABwany
oseg AmY AFwsay

oz

171102 20}




ATTACHMENT WHN-3

July 20, 2017 Email from
Archie Hickerson




Mail - halnovak@WHNConsulting.com Page 1 of 1

2017 AUA Rate Calculation filed 6-30-2017 Cell K268
Corrected.xlsx

Hickerson, Archie R. <ahickers@southernco.com>

Thu 7/20/2017 9:02 AM

To:Hal Novak <halnovak@WHNConsulting.com>;

1 attachments (73 KB)

2017 AUA Rate Calculation filed 6-30-2017 Cell K268 Corrected xlsx;

Hal
There is an error in the Cell K 268 in the file that | forwarded you Friday.

https://outlook.live.com/owa/?realm=whnconsulting.com&path=/mail/ AQMkKADAWAT...  10/17/2017



Mail - halnovak@WHNConsulting.com Page 1 of 2

RE: Chattanooga Gas AUA Reconciliations

Hickerson, Archie R. <ahickers@southernco.com>

Mon 7/17/2017 7:10 AM

To:Hal Novak <halnovak@WHNConsulting.com>;

8 attachments (10 MB)

2017 AUA Rate Calculation filed 6-30-2017 xlsx; AUA 2016 Revised R-1 AUA xlsx; AUA 2016 6-27-2016 Filing.xlsx; 2015 Draft 618-
2015.xlsx; 2014 as Filed 6-25-2014.xlsx; 2013.xIsx; 2012 FILED.xisx; Filed June 28, 2011.xlsx;

Hal

Attached are the AUA tariff filings. The spreadsheet that | e-mailed Friday is from the June 30, 2017 filing. Last
year there were two filing. After the initial filing was made, it was determined that base revenues that had been
used to accrue the AUA excess/deficiency was incorrect resulting in an incorrect balance as of May 31, 2016. As
a result the R-1 AUA was recomputed and revised effective January 1, 2017.

From: Hal Novak [mailto:halnovak@WHNConsulting.com]
Sent: Friday, July 14, 2017 5:33 PM

To: Hickerson, Archie R.

Cc: jwluna@lunalawnashville.com; Vance Broemel; Alex Bradley
Subject: Re: Chattanooga Gas AUA Reconciliations

Archie -

Was there actually a tariff filing ever made to implement the AUA reconciliations? If so, can | have a
copy of those filings?

Hal Novak, CPA
WHN CONSULTING

www.whneonsulting,com

Phone: 713-298-1760

From: Hickerson, Archie R. <ahickers@@southernco.coms>
Sent: Friday, July 14, 2017 4:06 PM
To: Hal Novak

https://outlook.live.com/owa/?realm=whnconsulting.com&path=/mai/ AQMKADAWAT...  10/17/2017



Mail - halnovak@WHNConsulting.com Page 2 of 2

Cc: jwluna@lunalawnashville.com; Vance Broemel; Alex Bradley
Subject: RE: Chattanooga Gas AUA Reconciliations

Hal

See the attached spreadsheet.

From: Hal Novak [mailto:halnovak@WHNConsulting.com]
Sent: Friday, July 14, 2017 4:57 PM

To: Hickerson, Archie R,

Cc: jwiuna@lunalawnashville.com; Vance Broemel; Alex Bradley
Subject: Chattanooga Gas AUA Reconciliations

Archie -

I'm looking over the information that you compiled for the WNA implementation. Can you also
provide me with AUA reconciliations since the last rate case.

Thanks.

Hal Novak, CPA
WHN CONSULTING

wwwwawvhneonsulting.com

Phone: 713-298-1760

https://outlook.live.com/owa/?realm=whnconsulting.com&path=/mail/ AQMkKADAwWAT...  10/17/2017
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