Henry Walker
hwalker@bradley.com
615.252.2363 direct
615.252.6363 fax

August 2, 2022

Tennessee Public Utility Commission

Monica Smith — Ashford, Hearing Officer

c/o Ectory Lawless
502 Deaderick Street, 4" Floor
Nashville, TN 37243

Re: Docket 22-00032

Dear Monica,

Bradley

Electronically Filed in TPUC Docket
Room on August 2, 2022 at 3:12 p. m.

As discussed, during the pre-hearing conference on July 27, 2022 in Docket 22-00032, I
am filing on behalf of the Chattanooga Regional Manufacturers Association (“CRMA”), the
attached, revised testimony of Mr. James Crist and the attached “Supplemental Response” of
CRMA to the “Motion to Strike or Transfer” filed by the Chattanooga Gas Company (“CGC”).

The revised testimony of Mr. Crist replaces his direct testimony filed in Docket 22-00032
on June 17. The earlier testimony is hereby withdrawn. Iam also withdrawing from Docket 22—
00032 the testimony of Mr. Chance Donahue. By agreement of the parties, the testimony of Mr.
Donahue and portions of the earlier testimony of Mr. Crist will be filed in Docket 22-00004 and

considered in that docket.

cc: All parties

HW/mf
Enclosures

Sincerely,

BRADLEY ARANT BOULT CUMMINGS, LLP
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Her@ Walke1

Bradley Arant Boult Cummings LLP | Roundabout Plaza | 1600 Division Street, Suite 700 | Nashville, TN 37203-2754 | 615.244.2582 | bradley.com
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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS, AND ON WHOSE
BEHALF YOU ARE TESTIFYING.

[ am James L. Crist, President of Lumen Group, Inc., a consulting firm focused on
regulatory and market issues. My business address is 4226 Yarmouth Drive, Suite 101,
Allison Park, Pennsylvania 15101. I am presenting testimony on behalf of Chattanooga

Regional Manufacturers Association’s (“CRMA”).

DO YOU HAVE ANY QUALIFICATIONS OR OTHER SPECIALIZED
KNOWLEDGE THAT WOULD ASSIST THE TENNESSEE PUBLIC UTILITY
COMMISSION ("COMMISSION") IN ITS DELIBERATIONS IN THIS CASE?
Yes. I have a B.S. in Chemical Engineering from Carnegie Mellon University and an
M.B.A. from the University of Pittsburgh. Additionally, I am a Registered Professional
Engineer in the Commonwealth of Pennsylvania. I have attached a copy of my CV and
Regulatory Experience as Exhibits JC1.1 and JC1.2 respectively.

BRIEFLY DESCRIBE YOUR RELEVANT BUSINESS QUALIFICATIONS.

I have run a consulting practice for the past 26 years focused on regulated and deregulated
energy company strategy, market strategy, and regulatory issues. During 2004 and 2005, I
undertook a consulting assignment as the Vice President of Consumer Markets for ACN
Energy. ACN is a gas and electric marketer that is active in eight states. Prior to my
consulting practice, I worked at three major energy companies for a total of 19 years. Most
recently I was Vice President of Marketing for Equitable Resources. In that function I was

responsible for the development of the company’s deregulated business strategy.
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Prior to that I was Vice President of Marketing for Citizens Utilities, responsible
for gas, electric, water and wastewater marketing activities in several service territories
within the United States. The gas and electric utility operations were in Vermont,
Louisiana, Arizona, Colorado, and Hawaii. Under my direction, Citizens initiated
commercial and industrial transportation and supply services at its gas operation in
Arizona. I also directed significant gas supply contracting activities with large industrial
and commercial customers in Citizens’ gas operation in Louisiana.

Before that, during 1988 through 1994, I was the Marketing Director at the Peoples
Natural Gas Company where I was actively involved in many gas transportation programs
as the company relaxed transportation requirements so that customers would have supply
choices.

In summary, I have considerable experience in several states involving residential,
commercial, and industrial customer energy procurement, regulatory issues and industry

restructuring programs.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE TENNESSEE PUBLIC
UTILITY COMMISSION?

No. However, I have provided testimony on avariety of issues relating to energy
procurement, industry restructuring, demand response and customer choice before
regulatory Commissions in Arizona, Illinois, Kentucky, Maryland, New Mexico, Ohio,

Pennsylvania, Wyoming and the U.S. Virgin Islands.
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IL

ISSUES

WHAT ARE THE ISSUES YOU WILL DISCUSS IN THIS TESTIMONY?

After a review of Chattanooga Gas Company’s (“CGC” or “Company”) Annual Review
Mechanism (“ARM”) filing, 1 have identified issues that impact all customer classes,
including the commercial and industrial customers that are members of CRMA, along with
residential customers. In my direct testimony I will address the Company’s base rate
requests and then address its Cost of Service Study (“COSS”) and revenue allocation
recommendations. Issues involving gas delivery service and costs along with revenue
allocation are not reflective of cost causation and are discriminatory and the Company’s

revenue allocations should not be accepted.

COST OF SERVICE STUDY

WHEN DID CHATTANOOGA GAS COMPANY LAST INCREASE ITS BASE
RATES?

Chattanooga Gas Company has an Annual Review Mechanism that results in increases to
customers’ delivery rates each year. Prior to the filing of an ARM in 2021, Chattanooga
Gas Company filed a traditional base rate increase in 2018. In November, 2021, the results
of the 2021 ARM filing imposed an increase of $6.8 million on all customers. Once again
CGC wishes to impose and increase of $6.8 million and defer $1.2 million to the 2023
ARM. Such requested increases should be expected annually.

WHAT IS A COST OF SERVICE STUDY?

A Cost of Service Study (“COSS”) examines costs incurred by the utility and allocates

those costs into distinct customer classes. To produce an accurate COSS it is necessary to
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possess quality accounting data detailing utility expenses and be able to determine
assignment of expenses to customer classes. Expenses must be examined in detail to
determine what customer or class of customers created the need for the utility to make the
expenditure. This identification of expense responsibility is known as cost causation.

A COSS can be defined as a benchmark for evaluating customer class cost responsibility
with the fundamental purpose of aiding in the accurate and reasonable design of rates by
identifying all the capital and operating costs incurred by the utility in serving its
customers, and then directly assigning or allocating these costs to each individual rate class
based on established principles of cost-causation. 1t is critical that the Commission
recognize that the COSS must be based on cost causation.

WHAT IS COST CAUSATION?

This fundamental principle of ratemaking assigns costs to those classes of customers that
are responsible for the incurrences of costs. Cost causation as a fundamental principle and
the bedrock of cost assignment in the ratemaking process. Failure to adhere to proper cost
causation will create mis-allocations of cost which result in cross-class subsidization. This
principle may not be violated just because some customers do not like bearing the costs or
want to lessen the impact of the cost of the benefits they receive at the expense of others,
nor may it be violated because a utility wishes to benefit one customer class at the expense
of another. Cost of service is the “polestar” of ratemaking, and the Commission should
direct the Company to set non-discriminatory, reasonable rates.

HOW ARE REVENUE REQUIRMENTS DETERMINED?

In her direct testimony, Company witness Ms. Weems computed the rate adjustment to

allow CGC to earn its authorized rate of return to be $8.02 million, however the she capped
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the increase at $6.8 million in accordance with a stipulation approved by the Commission
in the 2021 ARM proceeding. The uncollected amount does not simply vanish but is
carried over to the next ARM filing where it will be recovered. In other words, customers
must expect another increase after the 14.7% increase proposed in this year’s ARM.
WHAT IS THE CLASS RATE OF RETURN?

Company witness Mr. Hickerson presented testimony about the Company’s COSS model
which shows the allocations of capital and operating costs by customer class. In the model
are customer classes for residential, multi-family, small commercial, medium commercial
& industrial, and industrial. Based on the revenues collected within each class of
customers and the allocation of rate base and operating costs Mr. Hickerson determined a
class rate of return for each of the five classes, along with the overall rate of return for the
Company as a whole. The overall return at present rates is 4.95% and the class rates of
return range from a remarkedly low -0.59% for the residential class, 47.66% for multi-
family, 5.32% for small commercial, 25.45% for medium C&I, and 36.36% for industrial.
Such disparities in the returns indicate an existing cross-subsidization. Classes whose
return is greater than the system average (all classes except residential) are providing
subsidies to the residential class. This is blatantly unfair, and does not conform to

fundamental ratemaking principles and must be corrected. In this current ARM the
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Company choose to not correct this unfair allocation and distributed its requested increase
to all classes by increasing each rate by 14.7%. This allocation must be rejected.

HOW SHOULD REVENUE REQUIRMENTS BE ALLOCATED TO CUSTOMER
CLASSES?

In my experience, using the results from an COSS to develop class revenue requirements,
utilities and regulatory authorities usually have a goal of moving the revenue recovered
from each class as close as possible to the costs allocated to that class. That is, in each
proceeding, regulators try to move class revenues more into line with cost-based rates.
Thus, rate classes whose revenues substantially exceed allocated costs are assigned either
relatively low rate increases or rate decreases. Rate classes whose revenues are well below
allocated costs are assigned larger rate increases than those classes whose revenues are
only slightly below allocated costs.

The underlying principle is that the costs are assigned to the rate classes that cause the costs
to be incurred. This is not only fair but it is also economically efficient. It provides a price
signal to customers so they can make cost-based purchasing decisions. If a customer class
return is below the Company’s return, the customer is being subsidized and pays an

artificially low price for energy, and will purchase more than he otherwise would.

WHAT MUST BE DONE TO CORRECT THE IMPROPER CROSS-
SUBSIDIZATION IN THE COMPANY’S REVENUE REQUIREMENT
ALLOCATION?

In the Company’s 2018 base rate case it proposed a revenue requirement allocation based

on the customer class returns and such an allocation complies with established ratemaking
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principles. It proposed no increase for the interruptible customers served on transportation
rate T-1. After a full preponderance of the facts the Commission agreed with the Company
and ordered no increase for rate T-1. Likewise, in this proceeding rate T-1 should not be
increased as that class does not receive the same level of benefits and service as the firm
service customers.! In fact, in absence of the interruptible customers, firm service
customers would realize substantially higher costs during cold periods when flow orders
are in effect. Indeed, the interruptible customers provide a substantial system benefit to all
other classes. Therefore, Mr. Hickerson should be directed to redo his cost allocation so
that each class rate of return is equal to the Company’s rate of return. Such leveling of
rates will eliminate the cross-subsidization currently experienced.

WHAT IS THE SUMMARY OF YOUR TESTIMONY?

To ensure that the correct cost allocation of the revenue requirement is based on cost
causation, the allocations submitted by the Company must be rejected and it must recast
class revenues base on the class rate of return, with the objective of reducing and ending
cross-subsidization by having equivalent returns in each class. Company recommendations
of allocating revenue increases evenly to each class does not adhere to cost causation
principles must be rejected. Should the Commission wish to gradually move to the correct
cost allocations that are based fully on cost causation, in the alternative, at the very least
the averaging of the two studies should be adopted.

Q: DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.

I See Direct Testimony of Chance Donahue in Docket 22-00004 whereby CGC denied KordSA and the T-1
customers any benefit from CGC’s LNG peaking asset.
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JAMES L. CRIST

PRESIDENT, LUMEN GROUP, INC.
Suite 101, 4226 Yarmouth Drive e Allison Park, PA 15101
Phone: 412.487.9708 e Cell: 412.613.8886 ® E-mail: JLCrist@aol.com

DEMONSTRATED AREAS OF EXPERTISE

GENERAL Proven executive-level management expertise with excellent capabilities in developing,

MANAGEMENT implementing, and supervising corporate-wide policies and procedures in areas including
sales, marketing, customer service, public relations, rates, regulatory affairs, and
administration. Possess a unique combination of abilities to set goals, develop winning
business strategies, organize structures and work methods, and train the right people for
the right positions to make it all work. Skilled in strategic short and long-term planning
and budgeting with effective abilities in reducing the "fat" and increasing organizational
efficiency. A creative, decisive leader who can successfully meet challenges and
overcome obstacles to achieve profit objectives.

REGULATORY A thorough strategist with an extensive background in utility business unit operation

STRATEGY (electric, natural gas, water/wastewater) the full range of rate and regulatory functions,
from tariff development and special contract negotiation. Proven personal testifying skills
with an outstanding record of developing and presenting successful written and oral
testimony, along with settlement negotiations,

PERSONNEL Effective interpersonal communications skills support outstanding capabilities in

MANAGEMENT recruiting, training, motivating, and directing staff at all levels. Proven ability to build
productive, highly motivated teams of sales/marketing, operations, technical, and
customer service personnel who contribute to top organizational performance.

PERSONAL A determined, hardworking, challenge-driven executive with the skills and experience to

ATTRIBUTES bring excellence to any business organization. A high-energy mover and shaper ...
experienced in successful start-ups and turn-arounds. An excellent communicator -
written and verbal. A frequent speaker at professional symposiums, able to interpret and
communicate complex concepts for diverse audiences. An engineering/technical
specialist and a management generalist. Active in civic and community affairs.

EMPLOYMENT HISTORY

LUMEN GROUP, INC., Pittsburgh, PA 1996 - Present

President - A consulting practice specializing in strategic planning, business planning, regulatory strategy,
marketing and venture development in the electric, natural gas and energy services industries. Please see
Addendum for amplification of consulting assignments.

ACN ENERGY, Farmington Hills, M1 2004-2005
Vice President, Consumer Markets

OPTIRON, Pittsburgh, PA 2003-2004
Vice President, Marketing

E R 1 SERVICES, Pittsburgh, PA 1996

Vice President, Marketing & Product Development

CITIZENS UTILITIES, Harvey, LA & Stamford, CT 1994 - 1995
Vice President, Marketing

CONSOLIDATED NATURAL GAS, Pittsburgh, PA 1977 - 1994
Director, Residential & Commercial Marketing (1988 - 1994)
Manager, Technical Sales/Market Development (1985 - 1988)
Market Development Specialist (1982 - 1985)
Project Engineer (1979 - 1982) ... promoted from ... Process Engineer (1977 - 1979)

OCCIDENTIAL CHEMICAL CORP., Niagara Falls, NY 1975 - 1977
Research Engineer

PENNSYLVANIA STATE UNIVERSITY, State College, PA 1988

CLEVELAND STATE UNIVERSITY, Cleveland, OH 1984

Instructor (Evening Division) - Economics, Engineering Economics



JAMES L. CRIST Page Two

SELECTED ACCOMPLISHMENTS

VICE PRESIDENT, CONSUMER MARKETS - ACN ENERGY
Retained for a turnaround assignment with an independent energy marketing company. Participated on the executive
management team and directed a decentralized 3-person market management staff responsible for sales to 85,000
customers. Worked directly with the parent company executives and business unit management to create market-
driven strategies for the corporation. Sharpened marketing and sales efforts of an energy marketing company
opelatmg in seven states and packaged company for eventual sale to Commerce Energy.

Primary executive responsible for sales. Directed a team of market managers that was responsible for all
aspects of 11 different markets (electric and natural gas) around the country. Provided direction and support
to sales channel organization of commissioned representatives. Turned around five-year annual loss to
significant gain in 2004. Tightened focus on market decisions.

Directed regulatory involvement to insure compliance with market rules. Focused on maintaining positive
relationships with state utility regulators to avoid penalties.

Led weekly operations meetings during absence of COO. This involved direction of call center, provisioning,
billing, credit & collection, and marketing.

Worked in a team setting with other executives (VP Finance, VP Supply, COO) to provide consistent,
professional focus to workforce experiencing changing environment.

Directed development of annual business plan and budget with targets resulting in both goal achievements
and income improvements.

During transition period working with merger partner Commerce Energy’s executive team to train and advise
incoming executives.

Directed customer service improvements in the customer acquisition process which resulting in replacing
outdated paper/fax process with phone order process.

Organized and directed trade show presence at national sales convention for alliance sales channel to create
awareness of new product and market focus.

VICE PRESIDENT, MARKETING - OPTIRON
Retained as part of executive team in venture capital startup company developing new CIS/CRM software for the
energy industry. Worked closely with CEO, COO, and Director of Sales to determine business strategy and develop
marketmg strategy to create market awareness and brand attributes in medium and small energy companies.

Added in-house marketing communications function and personnel and revamped all marketing materials.
Added new website functionality and content.

Implemented first print advertising campaign in industry publications.

Using industry contacts, positioned Option as expert presenter at several conferences and trade shows.
Developed business plan to identify sales prospects and created competitive database of CIS/CRM vendors.
Participated in development of exit strategy plan resulting in the successful sale to large software company.

VICE PRESIDENT, MARKETING & PRODUCT DEVELOPMENT - ERI Services
Assumed responsibility for creating a new corporate marketing vision and strategy to facilitate entry into new
dexegulated energy markets nationally.

Recruited and selected an exceptional management team and integrated marketing and sales activities into
one functional operating unit.

Established the product innovation process to identify and create new and profitable market-driven service
offerings.

Directed strategic branding to launch the new corporate identity; managed a $2 million national advertising
campaign; and developed over $1 million of new sales/marketing collateral materials.

Instituted financial controls that reduced costs 60% in the Iowa market rollout while maintaining 80% market
share and high customer satisfaction.

VICE PRESIDENT, MARKETING - Citizens Utilities
Directed a decentralized 20-person sales staff and a five person marketing staff. Worked directly with the Board of
Directors, Corporate President, and Sector Vice President to create market-driven sales strategies for the corporation.
Revamped and redirected sales efforts of a five-state energy utility with 440,000 customers.

Increased industrial sales revenues by reorganizing unregulated gas marketing effort.

Revamped merchandising utilizing inbound telemarketing in Louisiana Gas.

Revised training programs for entire sales force, identifying and correcting missing technical and equipment
training, adding a greater competency in the commercial and industrial sectors.

Developed first business plan in sales and marketing organization with monthly budget monitoring and



targets resulting in both goal achievements and cost improvements.

Launched an aggressive direct marketing program that increased sales 500% over previous year.

Increased share of gas transportation business in Arizona by 15% in first year of operation through marketing
efforts.

Created a telephone long distance business in Louisiana that captured a 20% share (2nd to AT & T).

DIRECTOR, RESIDENTIAL & COMMERCIAL MARKETING - Consolidated Natural Gas
Managed a marketing staff of 12 and a "dotted-line" 24-person field sales force. Directed marketing and sales efforts
in consumer, business, and manufacturing markets with $154 million revenue.

Added $6 million in revenue by developing new products in gas transportation, supply, and agency.

- Directed sales activities in residential, commercial, institutional and governmental accounts for both product
sales and technology sales.
Produced $600,000 annual revenue and doubled competitive project wins by revamping market approaches
to residential and commercial new construction.
Secured 50% increase in customer decisions over 5 gas companies and 4 electric companies.
Experienced in PUC and Legislature lobbying. Increased revenues $2.3 million through regulatory
strategy/testifying and received major competitive program approval.

MANAGER, TECHNICAL SALES/MARKET DEVELOPMENT - Consolidated Natural Gas
Directed new market development and competitive market support.

Focused on commercial and industrial accounts and increased the depth of relationship beyond the typical
utility provider of service to a rich full service information provider and business partner.

- Captured $150,000 in new business annually by competitive pricing analysis, sales tool development, and
market approach.
Developed total advertising and promotional plan launching new market programs.
Compiled extensive technical database and developed economic model for project analysis, eliminating a
$100,000 operating budget expense.
Led statewide coalition with customers and government agencies for fair treatment of new technology.

EDUCATION - PROFESSIONAL

UNIVERSITY OF PITTSBURGH, Pittsburgh, PA 1982
M.B.A. Degree
CARNEGIE - MELLON UNIVERSITY, Pittsburgh, PA 1975

B.S. Degree in Chemical Engineering
Registered Professional Engineer ~AGA Hall of Fame, 4/1991



JAMES L. CRIST
Lumen Group, Inc.
Suite 101, 4226 Yarmouth Drive e Allison Park, PA 15101
Phone: 412.487.9708 eoCell: 412.613.8886 eE-mail: JLCrist@AOL.com

AMPLIFICATION OF LUMEN GROUP CONSULTING ASSIGNMENTS

A consulting practice specializing in strategic planning, business planning, marketing and venture
development in the telecommunications, energy, and services industries.

REGULATORY

Represented the National Energy Marketers Association and their members in Equitable-
Dominion Peoples merger case. Developed strategy, presented written and oral testimony and
negotiated on behalf of clients. Worked with other interveners and FTC on anti-competitive
issues.

UTILITY RATE NEGOTIATION

Represented large client group seeking to obtain rate reduction from electric utility. Prepared
strategy, wrote testimony, and exceeded expectations by achieving a 40% reduction in charges,
producing a $2 million annual reduction.

STRATEGIC PLANNING FOR ON-SITE POWER GENERATION

Participated in proposal development for a 27-MW power plant on Kauai. Handled critical
customer needs assessment in rapid turnaround fashion to meet proposal deadline. Maintained
relationships with clients, vendors and proposal partners. Our proposal was selected as the
preferred bidder out of five strong competitors.

NEW BUSINESS START-UP / TARIFF NEGOTIATIONS

Participated in the development of a new gas distribution utility in New York. Handled tariff
development, pricing structure, transportation contracting, and operations, maintenance, and
emergency manual preparation.

SALES STRATEGY/BUSINESS DEVELOPMENT

Developed sales strategy to focus on profitable accounts and markets. Developed sales training
and account management plans and provided consulting to energy marketing organizations to
improve overall sales.

BUSINESS STRATEGY/BUSINESS DEVELOPMENT

Developed business strategy to verticalize eCommerce/Customer Relationship Management
product for the energy/utility industry. Produced sales training for global applications, product
promotion presentations, developed alliance relationships with system integrators and software
partners, developed business. Client is market leader in North America.

JOINT VENTURE/PRODUCT DEVELOPMENT

Assembled joint ventures resulting in sales to offer new hedge-based weather risk management
retail product. Identified venture partners, and developed business arrangements and closed
million-dollar deals



ENERGY PROCUREMENT

Served as energy expert on project team that obtained long-term natural gas supply for major
government facilities. Prepared project specifications, negotiated with suppliers, prepared RFP,
negotiated major reduction in delivery charges. This project resulted in annual cost reduction of
$2.5 million.

NEW BUSINESS DEVELOPMENT - TELECOMMUNICATIONS

Analyzed use of electric utility assets for possible telecommunications business venture. Wrote the
business plan that identifies regulatory and non-regulatory issues, marketing plans, financial
analysis, and organizational requirements. Launched the new non-regulated business unit in 1996.

JOINT VENTURE DEVELOPMENT - TELECOMMUNICATIONS

Conducted analysis of potential joint venture partners for new unregulated telecommunications
venture, bypassing the Bell operating company. Held screening discussions with potential partners
and selected lead candidate for venture. Developed working agreement with partners along with
business case to launch venture.

JOINT VENTURE DEVELOPMENT - TELECOMMUNICATIONS & ENERGY

Developed strategic plan for joint venture involving gas, electric, and telecommunications partners.
Screened potential business partners and held discussions with lead candidates. Assembled
justification for top management approval.

PRODUCT DEVELOPMENT - UNREGULATED ENERGY SERVICES

Developed energy products for start-up subsidiary of major energy utility. Identified potential
products and selected most likely candidates for further development. Developed market plans and
sales plans for products.

MARKET PLAN - DIRECT MARKETING

Developed the market plan for large, global direct marketing agency to enter the energy industry.
Identified strategies, strengths, weaknesses, and target prospects. Initiated sales effort and
developed new business.

CORPORATE IMAGE DEVELOPMENT

Developed complete business unit identity for a new operations and services company.
Produced capabilities brochure for use with prospects.

MARKET RESEARCH

Conducted market research to identify new customer/new business opportunities for major
energy utility. Comprehensive project with two additional similar projects were completed.
Entailed determination of goals, development of research methodology, script preparation,
vendor selection, data analysis, and development of action plan.

MARKET DEVELOPMENT

Organized intervener group in Illinois consisting of retail marketers and intervened in three rate
proceedings (Nicor Gas base case, WPS-Peoples merger case, Peoples Gas base case) and
secured significant improvements in rules and procedures enabling marketers to increase their
business and profitability. Developed strategy and presented written and oral testimony.
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PARTIAL LIST OF REGULATORY EXPERIENCE OF JAMES L. CRIST

Columbia of PA General Base Rate Increase, Docket R-2020-3018835, Representing the Pennsylvania State
University

Dominion Energy Ohio Motion, Case No. 18-1419-GA-EXM, Representing Retail Energy Supply Association
Aqua America/Peoples Natural Gas Merger, Docket R-2018-3006061, Representing Natural Gas Supplier
Parties and Retail Energy Supply Association

Peoples Natural Gas General Base Rate Increase, Docket R-2018-3006818, Representing Peoples Industrial
Intervenors

Duquesne Light Company General Base Rate Increase, Docket R-2018-3000124, Representing the Duquesne
Industrial Intervenors

Columbia of PA General Base Rate Increase, Docket R-2018-2647577, Representing the Pennsylvania State
University

West Penn Power Company, Default Service Program, Docket R-2017-2637866, Representing the Pennsylvania
State University

Vectren Energy Delivery Ohio, Alternative Rate Plan, Case No. 18-0049-GA-ALT, Representing Retail Energy
Supply Association

Columbia of PA Gas Cost Increase, Docket R-2017-2591326, Representing the Pennsylvania State University

. West Penn Power Company, General Base Rate Increase, Docket R-2016-2537359, Representing the

Pennsylvania State University

Columbia of PA General Base Rate Increase, Docket R-2016-2529660, Representing the Pennsylvania State
University

UGI Utilities General Base Rate Increase, Docket R-2015-2518438, Representing Dominion Retail, Inc.,
Shipley, Choice, LLC, Interstate Gas Supply, Inc., Amerigreen Energy, and Rhoads Energy

Columbia of PA General Base Rate Increase, Docket R-2015-2468056, Representing the Pennsylvania State
University

West Penn Power Company, General Base Rate Increase, Docket R-2014-2428742, Representing the
Pennsylvania State University

. Herman Oil & Gas Company, General Base Rate Increase, R-2014-2414379, Representing Herman Oil & Gas

Company

Columbia of PA General Base Rate Increase, Docket R-2014-2406274, Representing the Pennsylvania State
University

Ameren Gas- General Base Rate Increase, Docket No. 13-0192, Representing Dominion Retail and Interstate
Gas Supply of Illinois

Columbia of PA General Base Rate Increase, Docket R-2012-2321748, Representing the Pennsylvania State
University, Dominion Retail, Interstate Gas Supply, and Shipley Energy

Columbia of PA Petition for Approval of a Distribution System Improvement Charge Docket R-2012-2338282,
Representing the Pennsylvania State University

PUC PA Generic Investigation Regarding Gas-On-Gas Competition, Docket No. P-2011-2277868, Representing
the Pennsylvania State University

Ameren Gas- General Base Rate Increase, Docket 11-0282 (Cons.), Representing Dominion Retail and Interstate
Gas Supply of Illinois

Water and Power Authority (USVI)- Electric Base Rate Case, Docket 575, June 2009, Representing
Frenchman’s Reef Marriott

Water and Power Authority (USVI)- Water Base Rate Case, Docket 576, June 2009, Representing Frenchman’s
Reef Marriott

Public Service of New Mexico 2010 Base Rate Case, Informal rate design workshops pursuant to the stipulation
in NMPRC Case No. 08-00273-UT, Representing City of Albuquerque

Public Service of New Mexico, Electric base case at Case No. 08-00273-UT, Representing City of Albuquerque
Public Service of New Mexico 2009 Renewable Energy Procurement Plan for 2010, Case No. 09-00260-UT,
Representing City of Albuquerque and Santa Fe County

Public Service of New Mexico, Gas sale case at Case No. 08-00078-UT, Representing City of Albuquerque
UGI Utilities, Central Penn Gas, Penn Natural Gas, Gas Cost Increase, Docket No. R-2011-2238953,
Representing Shipley Energy, Rhodes Energy, and CenterPoint Energy

UGI Utilities- Gas Division, Gas Cost Increase, Docket No. R-2010-2172933, Representing Shipley Energy
Columbia of PA General Base Rate Increase, Docket R-2010-2215623, Representing the Pennsylvania State
University, Dominion Retail, Interstate Gas Supply, and Shipley Energy

Columbia of PA General Base Rate Increase, Docket R-2009-2149262, Representing the Pennsylvania State
University, Dominion Retail, Interstate Gas Supply, and Shipley Energy

Columbia of PA General Base Rate Increase, Docket R-2008-2011621, Representing Hess Energy, Dominion
Retail, Interstate Gas Supply, and Shipley Energy

Columbia of PA Gas Cost Increase, Docket R-2008-2028039, Representing Dominion Retail, Interstate Gas
Supply, and Shipley Energy



34,

35.

36.

37.

38.

39.

40.

41.

42.

43,

PPL Electric Utilities Voluntary Purchase of Accounts Receivables Program and Merchant Function Charge,
Docket No. P-2009-2129502

Nicor Gas Company, Provision of facilities and services and the transfer of assets between Nicor Gas Company
and Nicor Inc., Docket No. 09-0301, Representing Dominion Retail

North Shore Gas and Peoples Gas Light and Coke Company, General Base Rate Increase, Dockets 09-0166 and
09-0167, Representing Dominion Retail, Interstate Gas Supply and Nicor Advanced Energy

Nicor Gas Company, Base Rate Increase, Docket No. 08-0363, Representing Interstate Gas Supply and
Dominion Retail

North Shore Gas and Peoples Gas Light and Coke Company, General Base Rate Increase, Dockets 07-0241 and
07-0242, Representing Dominion Retail, Interstate Gas Supply and U.S. Energy Savings

WPS Resources, Peoples Energy, Peoples Gas Light and Coke Company, North Shore Gas Company,
Application pursuant to Section 7-204 of the Public Utilities Act for authority to engage in a Reorganization,
Docket 06-0540, Representing Dominion Retail, Interstate Gas Supply, US Energy Savings, MxEnergy, and
Direct Energy Services.

Allegheny Energy, Approval of Retail Electric Default Service Program and Competitive Procurement Plan,
Docket No. P-2008-2021608, Representing the Pennsylvania State University

Allegheny Energy, Generation Rate Cap, Docket No. P-2007-2001828, Representing the Pennsylvania State
University

Equitable Gas Company, Rate Increase, Docket R-2008-2029325, Representing Independent Oil & Gas
Association and Hess Corp.

Equitable Gas Company and Peoples Gas, Merger Case, Docket A-122250F5000, Representing National Energy
Marketers, Hess Corporation, and Constellation New Energy.



BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION
NASHVILLE, TENNESSEE

AMENDMENTS TO ITS T-1, T-2,
AND T-3 TARIFFS

IN RE: )
)
CHATTANOOGA GAS )
COMPANY PETITION FOR ) Docket No. 22-00032
APPROVAL OF ITS 2021 )
ANNUAL RATE REVIEW FILING )
PURSUANT TO TENN. CODE )
ANN. § 65-5-103(d)(6) )
)
AND ) AND
)
CHATTANOOGA GAS )
COMPANY PETITION FOR )
APPROVAL OF TARIFF ) Docket No. 22-00004
)
)
)
)

SUPPLEMENTAL RESPONSE TO MOTION OF CHATTANOOGA GAS
COMPANY TO STRIKE OR TRANSFER CERTAIN TESTIMONY

The Chattanooga Regional Manufacturers Association ("CRMA") files this Supplemental
Response to "Chattanooga Gas Company's Motion to Strike, or in the Alternative to Transfer,

Certain of the Testimony of Chattanooga Regional Manufacturers Association."

On July 14, 2022, Chattanooga Gas Company ("CGC" or "the Company") filed a motion
asking that testimony regarding CGC's incremental gas tariff that was filed in this docket by
CRMA either be struck from the record or transferred to Commission Docket No. 22-00004. A
copy of the motion is attached. On July 21, 2022, CRMA filed a response arguing that the

incremental gas issue may properly be raised in Docket 22-00032 and that CGC's interpretation
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and effectuation of its incremental gas tariff should also be addressed in the Company's next

triennial audit.! A copy of CRMA's response is attached.

As explained below, the parties have reached an agreement that makes it unnecessary for

the Hearing Officer to rule on the motion.

CRMA has agreed to transfer testimony and exhibits concerning the incremental gas issue
from Docket 22-00032 to Docket 22-00004. In exchange, CGC has agreed not to oppose CRMA's
ability or right to request that the next triennial audit address whether CGC has reasonably
interpreted and effectuated the incremental gas tariff and what changes, if any the auditors would

recommend.?

In order to have a complete record in Docket 22-00004 of the parties' positions on the
incremental gas issue as well as a record of this agreement, CRMA is filing this Supplemental

Response in both dockets 22-00032 and 22-00004.

Respectfully subrmtted

By: ,

4

Henry Walker (B P.R. Nb. 00272)
Bradley Arant Boult Cummings, LLP
1600 Division Street, Suite 700
Nashville, TN 37203

Phone: 615-252-2363

Email: hwalker@bradley.com

I See Order issued October 27, 2020, in Docket 07-00224 announcing that the next triennial audit will commence
"during the fall of 2022 covering the period April 2019 through March 2022."

2 The Consumer Advocate has agreed with CGC not to oppose CRMA's ability to ask for Commission approval of the
requested audit.
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CERTIFICATE OF SERVICE

I hereby certify that I have on this ; 4day of August, 2022, a copy of the foregoing
document was served on the parties of record, via electronic email transmission and regular U.S.

Mail, postage prepaid, addressed as follows:

//]/)/\/\ W

Henry M. Walker
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Motion to Strike or Transfer by Chattanooga Gas Company



Electronically Filed in TPUC Docket Room on July 14, 2022 at 2:05 p.m.

BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION
NASHVILLE, TENNESSEE

July 14, 2022

FILING PURSUANT TO TENN.
CODE ANN. § 65-5-103(d)(g)

IN RE: )
)

CHATTANOOGA GAS COMPANY ) Docket No.

PETITION FOR APPROVAL OF ITS )

2021 ANNUAL RATE REVIEW ) 22-00032
)
)

CHATTANOOGA GAS COMPANY’S MOTION TO STRIKE,
OR IN THE ALTERNATIVE TO TRANSFER, CERTAIN OF THE TESTIMONY OF
CHATTANOOGA REGIONAL MANUFACTURERS ASSOCIATION

Chattanooga Gas Company (“CGC” or “Company”), by and through the undersigned
counsel and pursuant to Tennessee Code Annotated section 65-2-109(1), hereby files this Motion
to Strike certain of the prefiled testimony of Chattanooga Regional Manufacturers Association
(“CRMA"), specifically, Mr. Chance Donahue’s rebuttal testimony in its entirety and those
portions of Mr. James Crist’s testimony relating to incremental gas, as irrelevant and immaterial
to CGC’s Annual Review Mechanism (“ARM?”), or in the alternative to transfer said issue and
testimony to Docket 22-00004. In support hereof, CGC states:

BACKGROUND

1. On October 7, 2019, in Docket 19-00047, the Tennessee Public Utility Commission
(“Commission”) entered its Order Approving Settlement Agreement reflecting agreement among
CGC, CRMA, and the Consumer Advocate Unit in the Financial Division of the Office of the
Tennessee Attorney General (“Consumer Advocate”) relative to the Chattanooga Gas Company
Petition to Opt Into An Annual Review of Rates Mechanism Pursuant to Tenn. Code Ann. § 65-5-

103(d)(6) filed on April 15,2019 (“2019 ARM Order™).



2. The 2019 ARM Order attaches, adopts, and approves a Settlement Agreement between
CGC, CRMA, and the Consumer Advocate. The Settlement Agreement, in turn, attaches Exhibits
A and B identifying the purpose of ARM proceedings as well as the background information,
supporting testimony, applicable schedules, and other documentation required in CGC’s annual
ARM filings.

3. On April 20, 2022, in accordance with the 2019 ARM Order, CGC filed its Petition for
Approval of Its 2021 Annual Rate Review Filing Pursuant to Tenn. Code Ann. § 65-5-103(d)(6),
along with the required supporting testimony, schedules, and other documentation.

4. On May 5, 2022, the Commission granted CRMA’s unopposed petition to intervene in
this proceeding.

5. On May 6,2022, CRMA issued its First Round of Discovery Requests to CGC, including
numerous questions related to matters outside of an ARM proceeding. The requests sought
information relative to gas commodity costs, including sales, supply, and pipeline balancing orders
that exceed the scope of the ARM as well as information outside of the Historic Base Period
(calendar year 2021). On May 20, 2022, CGC filed its Responses and Objections to CRMA’s First
Discovery Requests objecting to the irrelevant requests.

6. Despilte the irrelevance of the issues relative to gas commodity costs, on June 17, 2022,
CRMA prefiled testimony of its two witnesses, Mr. James L. Crist and Mr. Chance Donahue,
devoted largely to issues relative to gas commodity sales and the availability of “excess” or
incremental gas.

7. More specifically, the testimony of Mr. Crist addresses, in part, “issues of incremental gas
costs and the Company’s management of its capacity and LNG facilities.” Crist, p. 3, . 10-11.

Mr. Crist proposes that CGC be required to offer what Mr. Crist asserts is “excess capacity” or
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“incremental gas” to “customers that request such incremental gas” unless “it cannot meet its
delivery requirement with the existing pipeline capacity.” “This means offering LNG for sale to
its interruptible customer(s] without refusal except during periods of a system emergency.” Crist,
p. 7, 1. 12 through p. 13, 1. 10. The testimony of Mr. Donahue likewise is wholly devoted to the
proposition that T-1 Interruptible Transportation Customers should have access to incremental gas
from CGC’s LNG facility and how Kordsa could have allegedly saved money if CGC made
available incremental gas on the rates, terms, and conditions sought by CRMA.

8. The service CRMA seeks is already being offered by CGC - it is CGC’s Interruptible
Transportation Service with Firm Gas Supply Backup, available in Rate Schedule T-2. While this
service meets the operational request of the CRMA, it appears that CRMA does not want this
service because it costs more than the current Rate Schedule T-1 service. Since CGC already
offers the exact service they seek, this request is unnecessary. To grant or even consider this
request would enable these customers to game the system to the detriment of CGC’s firm
customers.

9. Besides being duplicative of an existing service, this request is inappropriate for CGC’s
ARM Docket. First, issues relative to gas commodity costs, including sales, supply, and pipeline
balancing orders are not included in the ARM because gas costs are recovered through the PGA
which is not part of CGC’s ARM.

10. Second, even assuming this scrvice request is not presently substantively available,
CRMA is requesting future changes to how CGC’s LNG facility is operated and how CGC
manages gas supply for its firm customers. This type of prospective change is also outside the
scope of CGC’s ARM. While the 2019 ARM Order allows for parties to propose changes to

CGC’s ARM mechanism, those changes still have to relate to the treatment of CGC’s rate base
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and other costs relevant to the Historic Base Period. The operation of the LNG facility is simply
not a relevant cost for the ARM, and, indeed, it is expressly excluded from the jurisdiction for any
CGC ARM proceeding: “Jurisdictional revenues and expenses exclude the Asset Management

Agreement revenues, revenue and the related cost of off-system sale of Liquid Natural Gas

(‘LNG”), and other non-jurisdictional transactions as determined by the Commission.”"

11. For these reasons, the testimony of Mr. Crist and Mr. Donahue as to these issues should
be stricken as irrelevant and immaterial. More specifically, Mr. Donahue’s testimony should be
stricken in its entirety. Mr. Crist’s testimony at page 3, lines 10-11; page 7, line 12 through page
13, 1. 10; and page 13, 1. 21 through page 14, line 2 should be stricken.

ARGUMENT

12. Pursuant to Tennessee Code Annotated section 65-2-109(1), the Commission has
discretion to exclude “irrelevant” and “immaterial” evidence and has historically done so. See
Gen. Telephone Co. of the Southeast v. Tenn. Pub. Serv. Comm'n, Docket No. U-5740 (Nov. 15,
1974) (striking testimony as irrelevant to the issues in the proceeding). The request and testimony
of CRMA identified herein is irrelevant and immaterial as the subject matter of this docket, which
is a review of CGC’s actual 2021 expenses and revenues.

13. First and foremost, the service CRMA seeks is already offered by CGC — interruptible
customers desiring to purchase gas from CGC may subscribe to Rate Schedule T-2, Interruptible
Transportation Service with Firm Gas Supply Backup. The problem appears to be that the CRMA
does not want to pay for the service it desires, since T-2 service is more expensive than T-1 service.
By requiring CGC to allocate or apportion some amount of gas to the interruptible customers,

CRMA is essentially seeking to shift to CGC all the risk of being an interruptible customer taking

12019 ARM Order, at Exhibit A to Exhibit A, p. 1 of 41 (page 30 of the 2019 ARM Order) (emphasis added).
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interruptible service. In essence, the CRMA proposal would have CGC purchase gas to fill its
transportation contracts beyond its firm demand requirements on a speculative basis to serve
potential requests for incremental gas by transport customers that may or may not ever materialize.
This is simply wrong - the existing T-2 mechanism can best meet the needs of the CRMA members
for gas without the creation of a new service that would be duplicative or otherwise more
speculative and inefficient than the present T-2 service.

14. Second, as a general proposition, gas commodity sales are costs recovered through the
PGA and not the ARM. So, on its face, these types of costs are outside the scope of the ARM
Docket. Moreover, Section 12d of the Stipulation and Settlement Agreement approved in the 2019
ARM Order does not somehow pull the CRMA’s request for incremental gas back into the ARM
Docket. Section 12d pertains to CGC’s rate base. CGC’s gas forecasts, excess or incremental gas,
or changes to how CGC operates its LNG facility are matters completely outside the scope of
CGC’s rate base since they fall within the PGA.

15. Third, what CRMA secks is expressly excluded from CGC’s ARM mechanism. The
Settlement Agreement signed by CRMA specifically states: “Jurisdictional revenues and expenses

exclude the Asset Management Agreement revenues, revenue and the related cost of off-system

sale of Liquid Natural Gas (‘LLNG’), and other non-jurisdictional transactions as determined by the

Commission.””? This exclusion makes complete sense. CGC’s assessment as to whether it will
offer incremental gas to interruptible transport customers who voluntarily choose to not take firm
backup or any other firm service involves an evaluation of multiple factors including but not
limited to the time of the year or date within the winter period, gas supply forecasts, supply

management, the current LNG inventory, and the need to support safe, reliable, and economical
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sourcing of natural gas to meet firm customer demand. Winter Storm Uri and the impacts of the
extreme weather in Texas in 2021 highlight the importance of utilizing sound gas supply
determinations and maintaining reasonable reserve margins necessary to providing uninterrupted
service to firm customers. These types of operational matters are far beyond and outside the scope
of CGC’s ARM mechanism as they have nothing to do with a review of CGC’s actual historic
revenues and expenses for 2021.

16. Tennessee Code Annotated section 65-5-103(d)(6) allows for annual rate reviews on a
retrospective basis. In fact, the 2019 ARM Order recognizes that the “general nature of the ARM
... require[s] the ARM to be filed annually and a reconciliation of previous year’s earnings with
the earnings authorized in the last rate case is performed. Adjustment to historical data will be in
conformity with the Company’s latest rate case.”® The Settlement Agreement approved by the
2019 ARM Order and signed by CRMA specifically states that “[r]ates subject to the annual rate

reset shall be based upon the review of the historic information as set forth in CGC’s Petition . . .

. and that the Historic Base Period is “the twelve-month period ending December 31 of each year
prior to each Annual Filing Date.” The relief now being sought in this proceeding far exceeds the
scope of CGC’s ARM mechanism, and is completely irrelevant and immaterial to information to
be considered in an ARM proceeding.

17. CGC recognizes that the Settlement Agreement provides for intervenors to “propose one
or more prospective changes to CGC's ARM Plan.”® However, the changes proposed by CRMA
are wholly unrelated to CGC’s “ARM Plan” as reflected in Exhibits A and B to the Settlement

Agreement. As has been discussed above, issues relative to gas commodity costs, including sales,

3 Id. at p, 8 (emphasis added).
4 Id. at Exhibit A, ] 22 (emphasis added); /d. at Exhibit A to Exhibit A, p. 4(J) (emphasis in original).
3 1d at Exhibit A, § 16(a).
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supply, and pipeline balancing orders are not included in the ARM because gas costs are recovered
through the PGA and the wider scope of what CRMA is requesting is expressly excluded from and
not a part of CGC’s ARM. The CRMA’s testimony on this request is immaterial and irrelevant to
CGC’s ARM, and all of Mr. Donahue’s testimony and that portion of Mr. Crist’s testimony
regarding incremental gas and use of the LNG facility and should be stricken.

18. If the Commission determines that it does desire to hear the issues raised by the CRMA,
then in the alternative, CGC would not object to transferring the testimony relative to LNG
operation and incremental gas supply to Docket No. 2022-0004, Chattanooga Gas Company
Petition for Approval of Tariff Amendments to its T-1, T-2 and T-3 Tariffs.

WHEREFORE, Chattanooga Gas Company respectfully requests that the Commission
enter an Order striking Chance Donahue’s testimony in its entirety and striking Mr. Crist’s
testimony at page 3, lines 10-11; page 7, line 12 through page 13, 1. 10; and page 13, 1. 21 through

page 14, line 2 or, alternatively, transferring the testimony to Docket No, 20-00004.

Respectfully submitted this 14" day of J uly,@ /%

§. W Buna. B<q. (No. 5780)

Butler Snow LLP

150 3rd Avenue South, Suite 1600
Nashville, TN 37201

(615) 651-6749
JW.Luna@butlersnow.com

and

Floyd R. Self, Esq. (Fla. Bar # 608025)
Berger Singerman LLP

313 North Monroe Street, Suite 301
Tallahassee, Florida 32301

Direct Telephone: (850) 521-6727
Email: fselfl@bergersingerman.com

Attorneys for Chattanooga Gas Company



CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and exact copy of the forgoing Motion to Strike or in
the Alternative to Transfer, Certain of the Testimony of Chattanooga Regional Manufacturers
Association has been forwarded via electronic mail on this the 14% day of July, 2022 to:

Office of the Tennessee Attorney General
Consumer Advocate Unit, Financial Division
Karen H. Stachowski, Esq.

Vance Broemel, Esq.

P.O. Box 20207

Nashville, Tennessee 37202-0207
karen.stachowski(@ag.n.pov
vance.broemel@ag.tn.gov

Henry Walker

Bradley Arant Boult Cummings, LLP
1600 Division Street, Suite 700
Nashville, TN 37203

hwalker@bradley.com @




Response of Chattanooga Regal Manufacturers Association to Motion to Strike or Transfer



Electronically Filed in TPUC Docket Room on July 21, 2022 at 3:57 p.m.

BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION
NASHVILLE, TENNESSEE

IN RE:

CHATTANOOGA GAS
COMPANY PETITION FOR
APPROVAL OF ITS 2021
ANNUAL RATE REVIEW FILING
PURSUANT TO TENN. CODE
ANN, § 65-5-103(d)(6)

Docket No. 22-00032

Nt N e N S N N e N

RESPONSE TO MOTION OF CHATTANOOGA GAS COMPANY TO STRIKE
OR TRANSFER CERTAIN TESTIMONY

The Chattanooga Regional Manufacturers Association ("CRMA™") files this response to
"Chattanooga Gas Company's Motion to Strike, or in the Alternative to Transfer, Certain of the
Testimony of Chattanooga Regional Manufacturers Association." The response is filed pursuant

to Rule 1220-01-02-.06 of the Tennessee Public Utility Commission (the "Commission").
Discussion

On January 6, 2022, M1 Chance Donahue, Chairman of the Energy Committee at CRMA,
emailed Mr, Paul Teague and others at Chattanooga Gas Company ("CGC" or "the Company") to
ask if the Company had any excess gas in its LNG storage tanks to offer for sale to interruptible
transportation customers pursuant to the Company's "incremental” gas tariff.! Late that evening,
Mr. Teague responded that the gas stored in the Company's LNG tanks "is limited" and "is being

carefully managed" in order to "meet peak day conditions for those customers who pay for the

I See Exhibit A.
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asset." Mr, Teague went on to say that since "this is the first week of January, it is much too early

for CGC to consider offering supplemental sales of LNG inventory or supply to transportation

customers,"?

Just five days later, CGC's asset manager began diverting large amounts of CGC's gas to
non-jurisdictional buyers. Each day, from January 11 through January 31, 2022, the asset manager
diverted 12,000 to 15,000 dekatherms of gas that had been scheduled for delivery to CGC and
replaced it with gas from the Company's LNG tanks.” Between January 11 and 31, the asset
manager sold a total of 122,000 dekatherms of gas to off-system buyers on the open market. None
of it went to CGC's interruptible transportation customers who had asked for and needed the gas.*
Despite the email exchange between CRMA and Mr. Teague, CGC subsequently filed a report
with the Commission falsely stating that no customers had asked to buy incremental gas on any

day during January.’

CGC's actions clearly violate the utility's incremental gas tariff which states that the

Company "shall" offer gas for sale to interruptible transportation customers when, in the

2 See Exhibit A,

3 See CRMA's confidential Response number 5 to CGC's First Discovery Requests. The Response explains that
between January 11 and January 31, 2022, CGC's asset manager was diverting 12,000 to 15,000 dekatherms a day
from one of CGC's pipeline suppliers to non-jurisdictional buyers and replacing it with gas from the Company's LNG
tanks, This process of diverting pipeline deliveries to off-system markets and replacing the gas with supplies from
CGC's LNG facility is called a "sale by displacement." 2020 Exeter Report, Section 6.2, p. 46.

4 During the month of January, CGC had a daily balancing order in effect on twenty-eight of thirty-one days. See
Exhibit B,

5 See Exhibit B,
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reasonable exercise of the Company's judgment, such gas is available and not needed to serve

CGC's firm customers.®

The Company's actions also violate its obligation to prioritize its jurisdictional ("on-
system") customers over non-jurisdictional ("off-system") buyers. As the Tennessee Court of
Appeals explained, CGC's asset manager may only market gas to non-jurisdictional buyers if the

Company first determines that the gas is not needed by CGC's customers. Consumer Advocate &

Protection Division v, Tennessee Regulatory Authority, 2012 WL 1964593 (Tenn. Ct. App. 2012).

As the Court wrote, (slip opinion at 5),

If it is determined that some of the pipeline capacity assets that have been purchased [by
CGC] will not be needed to meet the needs of the Gas Company's customers, the asset
manager can market the excess assets to other jurisdictions.

Similarly, the 2020 Exeter Report states, "Off-system LNG sales are subordinate to serving CGC's

on-system customers and are available only at CGC's sole discretion." 2020 Exeter Report, Section

4.2, Docket 07-00224.

In its Motion to Strike or Transfer, CGC asks the Commission not to consider the
Company's tariff violation in this "ARM" (Annual Review Mechanism) docket, arguing that the
Company's obligation to offer incremental gas to interruptible transportation customers is not

relevant to any of the issues now before the Commission.
CGC is incorrect,

The purpose of this proceeding is to "true up" CGC's annual return on the Company's rate

base. The rate base includes gas storage facilities that are paid for by all jurisdictional customers,

6 In Docket 18-00017, CGC witness Archie Hickerson agreed with counsel for CRMA that although the tariff requires
the Company to offer gas "at its option, " CGC must “reasonably" exercise its discretion in interpreting the tariff and
the reasonableness of the Company's actions is subject to review by the Commission.

3
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including interruptible transportation customers,’ Pursuant to state law and the substantive criteria
adopted by the Commission for its review of CGC's annual ARM filing, the Company is allowed
to earn a return on its storage assets as long as the assets are "used and useful" in the provision of

service to CGC's customers.®

As demonstrated by the Company's conduct in January, 2022, CGC has effectively
eliminated the incremental gas tariff, In light of the Company's decision during that month to sell
large amounts of gas on the open market, there should be no dispute that CGC's winter gas supply
"significantly exceeds its requirements." See the 2020 Exeter Report, Section 5.4, Docket 07-
00224.° Nevertheless, CGC has not offered to sell incremental gas to its on-system customers in
over two (2) years despite customer requests. Based on these facts and other evidence that will be
introduced at the upcoming hearing, CRMA will ask that the Commission deduct from CGC's rate
base a significant and appropriate dollar amount to reflect the fact that the Company's storage
assets are not "used and useful” for supplying incremental gas in accordance with the Company's

tariff,

CRMA is clearly entitled to seek such relief in this docket. The Commission may not
approve an adjustment in rates in an ARM proceeding unless the agency finds that the assets in
the Company's rate base are "used and useful" in providing service and that an adjustment in rates

to pay for those assets is "in the public interest." T.C.A. § 65-5-103(d)(5). It is not in the public

7 As shown in CGC's Response 1-11 to CRMA's discovery in Docket 22-00004, the Company is currently spending
more than $16 million on improvements to its LNG storage system. These costs are recovered through base rates
collected from all on-system customers, including interruptible transportation customers,

8 The 2019 Settlement Agreement (Docket 19-00047) describes the ARM review process. The Agreement states in
Section 12d that the Commission may exclude from rate base any plant additions that are not "used and useful” in
CGC's regulated operations.

9 See footnote 11 for a discussion of concerns previously raised by the Consumer Advocate and Exeter Associates

over CGC's excess gas supply. Those concerns were first raised by the Advocate in 2007 and have been raised in each
of the three Exeter audits.
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interest to increase rates to transportation customers in order to pay for millions of dollars in

improvements to the Company's LNG network if CGC is not using its LNG facilities to serve the

same customers who are paying for it.

In addition to asking for a reduction in rate base, CRMA will ask that the Commission to
make express findings that CGC violated both its tariff and its obligation to its customers by
unreasonably refusing to sell excess gas to its jurisdictional customers while, at the same time,
selling gas to non-jurisdictional buyers. Such findings may allow CGC's customers to file suits and

recover damages from CGC,

Finally, in light of these violations, the Commission should open a "show cause"
proceeding pursuant to T.C.A. § 65-2-106 to determine appropriate penalties and remedies for the

Company's conduct.

The incremental gas issue is also relevant to this docket under Section 16 of the 2019
Settlement Agreement (Docket 19-00147). That section allows the Commission to make
prospective changes in CGC's annual ARM filing. Given the importance of the incremental gas
issue in the Company's last general rate case (Docket 18-00017) and the promises regarding that

issue that were made —but not kept— by the Company.'® CRMA asks the Commission to impose

10 1n Docket 18-00017, CRMA raised these same concerns over the Company's failure to aide by its
incremental gas tariff. CGC witness Mr, James Bellinger (who is also testifying in this docket)
acknowledged that CGC had not sold any incremental gas to CGC’s interruptible customers since January,
2014 but acknowledged that in recent years CGC had provided a large amount of incremental gas to CGC’s
unregulated affiliate, Pivotal LNG, for sale to non-jurisdictional customers, Unrepentant, Mr. Bellinger
refused even to acknowledge that CGC has an obligation to implement its tariff regarding the sale of
incremental gas in a “reasonable” manner.
Because of these concerns CGC’s attorney made the following announcement at the conclusion of
the Company’s case:
And then, finally, to Mr, Walker’s concerns in cross-examination
from some of those large customers, and I’'m sure others as well, this
incremental gas issue - - what’s available, what’s not, what’s really going
on there. We would also like to make a proposal for a monthly reporting

5
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new oversight mechanisms and reporting requirements to ensure that these tariff violations will
not happen again, From this time forward, the incremental gas issue should be a part of every ARM

filing and every triennial audit until the Commission orders otherwise.
Conclusion

Based on the long history of this issue and CGC's most recent conduct, it is clear that the

Company will not comply with its tariff unless ordered to do so.!! The purpose of this docket is to

mechanism that would, in essence, capture the number of inquiries by day,
volumes that were requested each day, and the volumes that were
approved . . , that were for sale, and that way the staff and the Consumer
Advocate, and the association would have means of seeing exactly what it
is that the company is doing with respect to this incremental gas, making
it available to the large industrial customers and other customers that are
interested. So we’ll detail that information in our posthearing brief, but
we look forward to the opportunity going forward to work with the staff
and other parties to develop, and where approval by you is necessary, bring
that back but, otherwise institute some of these reporting mechanisms in
order to help facilitate our transparency on those issues.

Transcript of August 22, 2018, at 21-22, Similarly, CGC promised in its post-hearing brief (at 28), "When additional
gas in excess of CGC's system needs [sic.], it can be made available.”

I' Concerns over CGC's excess spending on gas supply were first raised by the Consumer Advocate in Docket 07-
00224. As the Advocate explained in its post-hearing brief in that docket at p. 5, "[The transportation and storage
assets obtained by CGC are more than that which is required to meet the needs of its customers on a daily basis."
Adopting the Advocate's recommendation, the Commission ordered "a triennial review of [CGC's] capacity planning”
conducted by an independent consultant. Order issued September 23, 2009, at 5. Each of the subsequent triennial
audits conducted by Exeter Associates found that CGC had excess gas capacity. In 2014, Exeter found that "even
under severe weather conditions... CGC maintains capacity resources in excess of its requirements at most other
times" and "[d]uring a winter in which severe weather conditions are experienced.., would only require use" of
approximately 25% of its maximum LNG storage inventory. 2014 Exeter Report, Section 5.3, Docket 07-00224.
Similarly, the 2017 Report found that CGC "maintains capacity resources in excess of its requirements at most other
times" and that even during a winter "in which severe conditions are experienced,” CGC would be expected to use
about 50% of its maximum LNG inventory. 2017 Exeter Report, Section 5.3, Docket 07-00224, The most recent
Exeter Report adds the word "significantly," finding that CGC "maintains capacity resources significantly in excess
of its requirements at most other times." 2020 Exeter Report, Section 5.3, Docket 07-00224. In the latest Report,
Exeter states that during a severe winter, CGC would use "only approximately 5% of its maximum LNG storage
inventory” (emphasis added), ie., only about 60,000 dekatherms out of 1.2 million, and that CGC's winter season
capacity resources are "nearly twice the requirements anticipated under severe weather conditions," Emphasis added.
Id.

Since the 2020 Exeter Report was completed, CGC has acquired even more pipeline capacity. Effective
February 1, 2022, CGC has an additional 25,000 dekatherms per day, an increase of about 20% in pipeline capacity.
Letter from Archie Hickerson to David Foster, February 10, 2022, Docket 21-00134,
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ensure that CGC is appropriately compensated for providing gas service to its jurisdictional

customers in accordance with the Company's tariffs, CGC has failed in that obligation, and this is

the appropriate docket in which to address that failure,

4864-8922-1418.19

Respectfully submitted,

T

Henry Walker (B.P.R. N4)00272)
Bradley Arant Boult Cummings, LLP
1600 Division Street, Suite 700
Nashville, TN 37203

Phone: 615-252-2363

Email: hwalker@bradley.com




CERTIFICATE OF SERVICE

E1e
[ hereby certify that [ have on this day of July, 2022, a copy of the foregoing document

was served on the parties of record, via electronic email transmission and regular U.S. Mail,

postage prepaid, addressed as follows:

Henry M. W’alker
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Wallker, Henry

From: Chance Donahue <Chance.Donahue@kordsa.com>

Sent: Thursday, January 6, 2022 10:15 AM

To: Teague, Paul M,; Leath, Paul C,

Cc: Walker, Henry; Megan King (mking@tennam.com); (earl.burton@aeedinc.com)
Subject: Request for Incremental Gas

Importance: High

Dear Paul/Paul,

With cold temperatures tomorrow, we are expecting high natural gas prices; and Chattanooga Gas could help
manufacturer’s by offering up incremental gas. 1t was our understanding in the last rate case that Chattanooga Gas
would begin offering incremental gas to Chattanooga customers. It seems very reasonable since our LDC rates are been
Increased to pay for LNG upgrades in recent rate adjustments and we have yet to see a return. We would appreciate
you inquiring with your gas supply folks and see if incremental could be offered starting Friday.

Sincerely,

Chance Donahue
CRMA Energy Committee

Chance Donahue
Power Engineer

A: 4501 North Access Road
Chattanooga TN 37415-9990
KORD % T: 423-643-2746
T H

€ REINFDRECR

www.kordsa.com
www.reinforcer.com
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Walker, Henry

From: Teague, Paul M. <pteague@southernco.com>

Sent: Thursday, January 6, 2022 10:23 AM

To: Chance Donahue; Leath, Paul C,

Ce: Walker, Henry; Megan King (mking@tennam.com); {(earl.burton@aeedinc.com)
Subject: RE: Request for Incremental Gas

Thanks for reaching out Chance, I'll send this along to Gas Supply and let you know what | hear back.

Paul Teague, P.E.
Director, External Affairs
Chattanooga Gas

404.693.5986 mobile
pteague@southernco.com

2 Chattanooga Gas

From: Chance Donahue <Chance.Donahue@kordsa.com>

Sent: Thursday, January 6, 2022 11:15 AM

To: Teague, Paul M. <pteague@southernco.com>; Leath, Paul C, <pleath@southernco.com>

Cc: Walker, Henry <HWALKER@bradley.com>; Megan King (mking@tennam.com) <mking@tennam.com>;
(earl.burton@aeedinc.com) <earl.burton@aeedinc.com>

Subject: Request for Incremental Gas

Importance: High

Dear Paul/Paul,

With cold temperatures tomorrow, we are expecting high natural gas prices; and Chattanooga Gas could help
manufacturer's by offering up Incremental gas. It was our understanding in the last rate case that Chattanooga Gas
would begin offering Incremental gas to Chattanooga customers, it seems very reasonable since our LDC rates are been
Increased to pay for LNG upgrades In recent rate adjustments and we have yet to see a return, We would appreciate
you inquiring with your gas supply folks and see if incremental could be offered starting Friday.

Sincerely,

Chance Donahue
CRMA Energy Committee

11
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Walker, Henry

From: Teague, Paul M. <pteague@southernco.com>

Sent: Thursday, January 6, 2022 8:55 PM

To: Chance Donahue

Ca Walker, Henry; Megan King (mking@tennam.com); (earl.burton@aeedinc.com); Leath,
Paul C,

Subject: RE: Request for Incremental Gas

Chance,

See below from our Gas Supply group. This position Is consistent with discussions we had this past spring/summer with
TPUC staff around Asset Management issues and changes to how we solicit RFPs for an Asset Manager.

“The CGC LNG inventory Is limited and it is being carefully managed by CGC to provide reliable deliverability to meet
peak day conditions for those customers who pay for the asset. Being that this is the first week of January, it is much too
early for CGC to consider offering supplerental sales of LNG Inventory as supply for transportation customers, The LNG
inventory may be needed to meet peak demand conditions as the heating season progresses.”

This may evolve later on In the season, and as we understand more on the availabillty of our Interstate gas.

Paul Teague, P.E.
Director, External Affairs
Chattanooga Gas

404.693.5986 mobile
pteague@southernco.com

2 Chattanooga Gas

From: Chance Donahue <Chance.Donahue@kordsa.com>

Sent: Thursday, January 6, 2022 11:15 AM

To: Teague, Paul M. <pteague@southernco.com>; Leath, Paul C, <pleath@southernco.com>

Ce: Walker, Henry <HWALKER@bradiey.com>; Megan King (mking@tennam.com} <mking@tennam.com>;
(earl.burton@aeedinc.com) <earl.burton@aeedinc.com>

Subject: Request for Incremental Gas

Importance: High

Dear Paul/Paul,

12
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With cold temperatures tomorrow, we are expecting high natural gas prices; and Chattanooga Gas could help
manufacturer’s by offering up Incremental gas. It was our understanding In the last rate case that Chattanooga Gas
would begln offering Incremental gas to Chattanooga customers. It seems very reasonable since our LDC rates are been
increased to pay for LNG upgrades In recent rate adjustments and we have yet to see a return. We would appreclate
you Inquiring with your gas supply folks and see if Incremental could be offered starting Friday.

Sincerely,

Chance Donahue
CRMA Energy Committee

Chance Donahue
Power Engineer

A: 4501 North Access Road

KORD @@ Chattanooga TN 37415-9990

T: 423-643-2746

THC REINFODRBER
www.kordsa.com [kordsa.com]
[kordsa.com] www.reinforcer.com [reinforcer.com]

i com 88 vutubecomt 63 e com 6 tsetcom) s
linkedin joutube.com] s Ttwitter.com] il facebook.coml **34 [instagram.com

i£th

UYARI / NOTIFICATION

Uyan : Bu iletl hukuken korunmus, gizli veya ifga edilmemesi gereken bilgiler icerebilir, Eger iletinin gonderildigi kisi degilseniz, bu iletlyi
cofaltmayiniz ve daditmayimz, Bu iletlyi yanhilikla alan kisl, gdnderene derhal telefon veya elektronik ifeti ile durumu blldirmeli ve
bilgisayarindan slimelidir,

Notification : This message may contain information that is legally privileged, confidential or exempt from disclosure. If you are not the
intended reciplent, please note that any dissemination, distrubution, or copying of this message is strictly prohibited. Anyone who receives
this message In error, should notify the sender immediately by telephone or by e-mail and delete the message from his or her computer.

Confidentiality Notice: This e-mali Is from a law firm and may be protected by the atlorney-cilen! or work product privileges, If you have recelved this message in
error, please nolify the sender by replylng to this e-mall and then delete It from your compuler.
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Chattanooga Gas
Incremental Gas Report
January - 2022

Chattanooga Gas Chattano
Daily Balancing Order Interruptible Customer Chattanooga Gas Incremental
For Over Burns Request For Incremental Gas Supply Volui
Date In Effect Incremental Gas Supply Offered Offes
01-01-2022 No No No 0
01-02-2022 Yes No No 0
01-03-2022 Yes No No 0
01-04-2022 Yes No No 0
01-05-2022 Yes . No No 0
01-06-2022 Yes No No 0
01-07-2022 Yes No No 0
01-08-2022 Yes No No 0
01-09-2022 Yes No No 0
01-10-2022 Yes No No 0
01-11-2022 Yes No No 0
01-12-2022 Yes No No 0
01-13-2022 No No No ]
01-14-2022 No No No 0
01-15-2022 Yes No No 0
01-16-2022 Yes No No 0
01-17-2022 Yes No No 0
01-18-2022 Yes No No 0
01-19-2022 Yes No No 0
01-20-2022 Yes No No 0
01-21-2022 Yes No No 0
01-22-2022 Yes No No 0
01-23-2022 Yes No No 0
01-24-2022 Yes No No 0
01-25-2022 Yes No No 0
01-26-2022 Yes No No 0
01-27-2022 Yes No No 0
01-28-2022 Yes No No 0
01-29-2022 Yes No No 0
01-30-2022 Yes No No 0
01-31-2022 ' Yes No No 0
15
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