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STATE OF ALASKA

BEFORE THE REGULATORY COMMISSION OF ALASKA

Before Commissioners: Robert M. Pickett, Chairman
Stephen A. McAlpine
Rebecca L. Pauli
Norman Rokeberg
Janis W. Wilson

[n the Matter of the Tariff Revision Designated as)
TA285-4 Filed by ENSTAR NATURAL GAS )
COMPANY, A DIVISION OF SEMCO

Y U-16-066
ENERGY, INC. g

PREFILED DIRECT TESTIMONY
OF JOSHUA C. NOWAK
AS ADOPTED BY TIMOTHY S. LYONS

INTRODUCTION AND QUALIFICATIONS

State your name, title and current employer.
My name is Timothy S. Lyons. I am partner at the consulting firm of ScottMadden, Inc.
(“ScottMadden”). Prior to that, I was a partner at Sussex Economic Advisers, LLC
(“Sussex”). In June 2016, ScottMadden acquired Sussex.

Q. Describe your professional experience.

A. A copy of my current résumé is attached as Exhibit TSL-1. I have over 30 years of
experience in the energy industry. I started my career in 1985 at Boston Gas Company
(now part of National Grid), eventually becoming Director of Rates and Revenue
Analysis. In 1993, I moved to Providence Gas Company, eventually becoming Vice
President of Marketing and Regulatory Affairs. Starting in 2001, I held a number of

management consulting positions in the energy industry first at KEMA and then at
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Quantec, LLC. In 2003, ] became Vice President of Sales and Marketing at Vermont Gas
Systems, Inc. In 2013, I joined Sussex Economic Advisors, LLC (“Sussex”). Sussex
was acquired by ScottMadden on June 1, 2016. T hold a Bachelor’s degree from St.
Anselm College, a Master’s degree in Economics from _The Pennsylvania State
University, and a Master’s degree in Business Administration from Babson College.

Q. Have you reviewed the prefiled testimony of Joshua C. Nowak filed in this docket in
June 2016?
Yes.
Have you had access to and reviewed the backing materials Mr. Nowak used to
conduct his lead-lag study and prepare his testimony?

A Yes.

Are you familiar with the topics and issues addressed in his testimony?

Yes. I have extensive experience with utility ratemaking that includes lead-lag and cash

working capital studies, including a recent study filed on behalf of Elizabethtown Gas

Company in New Jersey.

Do you agree with his testimony?

Yes.

Do you adopt the testimony as your own?

Yes.

Have you reviewed the exhibits Mr. Nowak sponsored?

> e > o0 > 0O

Yes. 1 am replacing his resume (which was JCN-1) with mine. I have reviewed and
adopt Exhibit JCN-2, the Lead-Lag Study, and Exhibit JCN-3, the Revenue and Expense

Lag Details. For the sake of good order, these exhibits are renamed here TSL-2 and
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TSL-3.

ADOPTED TESTIMONY

L INTRODUCTION

Was this testimony prepared by you or under your direction?

Yes, it was.

Have you prepared any exhibits in connection with your testimony?
Yes, ] have prepared and sponsor the exhibits JCN-1 to JCN-3.

Were these exhibits prepared by you or under your direction?

Yes, they were.

What is the purpose of your testimony?

S S ~ R G~ B =

I have been retained by ENSTAR Natural Gas Company and Alaska Pipeline Company
(collectively, “ENSTAR™) to conduct and spongor a lead-lag study, the results of which
will form the basis for the CWC allowance to be included in ENSTAR’s rate base. My
analyses and conclusions are supported by the data presented in Exhibits JCN-2 and JCN-
3.

Q. Please define the term “cash working capital.”

A, The term “cash working capital” or “CWC” refers to the net funds required by a utility to
finance goods and services between the time they are paid for by a utility and the time
revenues are received from customers. CWC forms part of a utility’s rate base and may
be either a positive or a negative amount. For ENSTAR, the cost of goods and services
includes: (1) purchased gas expenses; (2) operations and maintenance (“O&M”)
expenses, including labor expenses and non-labor expenses; (3) federal and state income
taxes; and (4) taxes other than income taxes, which consist primarily of property taxes.

Q. How did you derive the CWC requirement?
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[ determined ENSTAR’s CWC requirement using the results of a “lead-lag study,” which
compares the net difference between the “revenue lag” and the “expense lag.”

Please define revenue and expense lag,.

Revenue lag represents the number.of_days between. the_time-_customers-receive-service

and the time customer payments are available to the utility. The longer the revenue lag,
the more cash the utility needs to fund its day-to-day operations. The expense lag, on the
other hand, represents the number of days between the time the utility receives goods and
services used to serve its customers, and the time payment for those goods and services is
rendered (i.e., when those funds are no longer available to the utility). The longer the
expense lag, the less cash the utility needs to fund its day-to-day operations. Together,
the revenue lag and expense lag are used to measure the net lead/lag to determine the
CWC requirement, which becomes a component of rate base.

In simple terms, how is this net lead/lag used to calculate CWC?

For each major expense category, the amount requested in revenue requirements is
divided by 365 to determine the average daily amouni. This daily amount is then
multiplied by the net of the revenue lag and the expense lag to determine the CWC
needed for ENSTAR’s operations.

Over what period did you perform the lead-lag study for ENSTAR?

I analyzed ENSTAR’s cash transactions and invoices for the test year, which is January

1, 2015 through December 31, 2015.
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0. Is the lead-lag approach to determining the CWC requirement consistent with
ENSTAR’s prior rate cases?

A. No, it is not. I have been advised that in the past ENSTAR calculated its CWC allowance
using the conventional one-eighth (or 45 days) formula. As part of the “Stipulation By
All Parties” agreed to in Docket U-14-111, however, ENSTAR agreed to conduct a lead-
lag study in this case. As such, the CWC requirement in the current case is based on the
results of my lead-lag study.

Q. Are the results of your lead-lag study an accurate calculation of ENSTAR’s CWC
requirement?

A. Yes. The methods I used to conduct my lead-lag study are industry standard and

consistent with those performed in other jurisdictions.
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IL LEAD-LAG STUDY APPROACH

Q. Please summarize the results and the approach of the lead-lag study you conducted
for ENSTAR.

A.  The lead-lag study .is summarized in Exhibit JCN-2 and-shows a.CWC. requirement of—
negative $834,672. A negative result indicates that ENSTAR receives customer
payments in less time than it takes to pay for its expenses and results in a net reduction to
rate base. The CWC calculation is based on the results of my lead-lag study, which are
then applied to the requested amounts for O&M expenses, income taxes, and taxes other
than income taxes, as described above. [ relied on data supplied by ENSTAR to prepare
my lead-lag study, including financial and accounting data to determine revenue lags, a
sample of invoices to determine expense lags—ENSTAR pays thousands of invoices
each year, and it is not feasible or necessary to examine all of them—and various other
supporting documents, such as policies and contracts.

Q. Please describe the specific data you relied on to conduct your lead-lag study for
ENSTAR.

A, I obtained data related to the timing and amount of payments made by, or to, ENSTAR
with regard to customer billing, O&M expenses, and taxes. I reviewed the data and
followed up with ENSTAR personnel, as needed, to gain clarification or obtain additional
data for inclusion in my lead-lag study.

Q. What did this data consist of?

This data included accounting reports and spreadsheets, invoices for expenses, gas
purchase contracts, affiliate agreements, and bank records.

Q. How did you develop the net lead/lag days in your study?
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The revenue lag is measured in days from the time service is provided to customers until
the time payment is received from customers and available to ENSTAR. Expense lags
are measured in days from the time a service is provided to ENSTAR until the time
ENSTAR makes payment for that service. The difference between the revenue lag and
the expense lag (as measured for each expense component of the study) determines if
there is a net revenue lag (revenue lag days are greater than the expense lag days) or a net
expense lead (revenue lag days are less than the expense lag days).
Please describe the results of your lead-lag study.
Exhibit JCN-2 provides the calculations and results of the lead-lag study. It shows that
during the test year, ENSTAR’s total revenuc lag was 40.10 days. The expense lag
varied by the category of expense, as described in detail below. For each expense
category, I multiplied the net difference between the 40.10 revenue lag days and expense
lag days by the average daily expense (i.e., the amount requested divided by 365) to
calculate the net cash working capital required by ENSTAR for each expense category.

For example, the expense lag for payroll expenses was 32.86 days. Given the
revenue lag of 40.10 days, this yields a net lag of 7.42 days (40.10 — 32.68). ENSTAR’s
requested payroll expenses are $13,310,663, which yields an average daily expense of
$36,468 ($13,310,663 / 365). The working capital requirement for payroll expenses is
therefore $270,627 ($36,468 x 7.42).

By comparison, the expense lag for purchased gas costs, including storage
expenses, was 42.28 days. Given the revenue lag of 40.10 days, this yields a net lead
(that is, a negative net lag), of 2.18 days (40.10 — 42.28). The total 2016-2017 expenses

for purchased gas costs are $218,608,089, which yields an average daily expense of
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$598,926 ($218,608,089 / 365). The working capital requirement for purchased gas costs
is therefore negative $1,303,096 ($598,926 x -2.18). This same calculation is applied to
the remaining expense components. The working capital requirements for each category
-of-expense-were-then summed to determine-ENSTAR’s total- CWC-requirement.
A, Revenue Lag

Q. Please describe the components of the revenue lag.

A. Revenue lag consists of three components: (1) the service lag; (2) the billing lag; and (3)
the collection lag. The total number of days produced by the three components
represents the amount of time between providing gas utility service to customers and the
receipt of the related revenues for such service. Together, these revenue lag components
comprise the total revenue lag days.

Q. What is the service lag?

A. The service lag represents the midpoint of the service period, which is the time between
the start of the billing month and the end of the billing month. I relied on the midpoint of
the service period (i.e., one-half of one month), which assumes that service will be
provided evenly over the service period. This is a typical approach in the industry;
therefore, virtually all utilities have a service lag of one-half of an average month, or
15.21 days.

Q. What is the billing lag?

A. The billing lag is the time between the meter reading date, and the date bills are recorded
and sent to customers. ENSTAR’s meters are read electronically from a van or using a
hand-held instrument based on predetermined billing schedules. Accounts with missing
reads are dispatched for a manual read to be obtained and entered prior to billing.

Missing meter reads are replaced automatically with estimated reads during cycle billing.
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Bills are calculated by ENSTAR and then uploaded to a secure FTP site to enable a third-
party to provide bill printing and mailing services. For the purpose of determining the
billing lag, the billing process begins the day the meter reading process begins, and ends
with the recording and authorization to print and mail the customer bill.

Have you measured the billing lag for ENSTAR during the test year?

Yes, I have. The billing lag would typically be one day, but weekends and holidays
cause this to vary. To account for weekends and holidays, I reviewed ENSTAR’s meter
reading and billing schedule for the test year. 1 measured the billing lag based on the
meter reading and billing schedule provided by ENSTAR. The billing lag is 1.57 days as
shown in Exhibit JCN-3,

What is the collection lag?

Collection Iag reflects the time between ENSTAR’s recording of amounts owed and bill
mailing for the services rendered and the receipt of payment from customers for the
revenues billed. I determined the collection lag by the “accounts receivable turnover
ratio method.” This method employs a calculation that takes the average monthly
accounts recejvable balances divided by the average daily billing revenues for the test
year. The collection lag is 23.32 days as shown in Exhibit JCN-3.

What is the total revenue lag component for the lead-lag calculation?

Each of these revenue lag components was added together to arrive at a total revenue lag

0f 40.10 days. These calculations are shown in Exhibit JCN-3.
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B. Expense Lag

Please describe the components of the expense lag

As is typical in the industry, T used the following breakdown: (1) O&M expenses; (2)
income.tax expenses; (3) taxes other_than income_taxes;.and (4)-other_adjustments, such_
as regulatory charges. I did not include non-cash items.

1. Operation and Maintenance Expenses

How did you determinc the expense lag days for O&M expenses?

1 separated ENSTAR’s O&M expenses into four groups: (1) purchased gas costs; (2)
payroll costs; (3) affiliate charges; and (4) third-party O&M expenses. I measured the
expense lag days for each of these groups independently. Separating system expenses in
this way is the typical practice in conducting lead-lag studies.

How did you determine the lag days associated with purchased gas expenses?

I analyzed the costs and subsequent payments of purchased gas and gas storage during
each month in the test year. The expense lag was determined based on the difference
between the payment date and the midpoint of the service period (i.e., one-half of one
month). ENSTAR paid the purchased gas and gas storage expenses for each month after
it received the gas to provide service to customers.

How did you determine the lag days for payroll expenses?

[ based the expense lag days for payroll on ENSTAR’s wage payment process, which
pays employees on a bi-weekly basis. I calculated the expense lag days for payroll costs
by determining the average days of service paid and adding the midpoint of the service
period to the number of days between the end of each service period and the date of
payment to employees. This calculation produces the number of total days between the

middle of the period for which employees’ costs are recorded, and the date on which
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payments are disbursed. These calculations were based on actual historical ENSTAR
data for the test year. Holidays are also based on actual historical data for the test year.
Did you make any adjustment to the payroll lag days?

Yes, I made an adjustment for vacation pay, which recognizes that vacation pay is eamed
before it is actually taken. The vacation pay adjustment is calculated based on the
average payroll lag days as described in the previous response and the midpoint of the
days in the year. In addition, ] made an adjustment for the annual bonus payment.
ENSTAR’s performance bonus is paid annually in March for the preceding calendar year.
The lag days were determined based on the midpoint of the performance period (i.e. the
middle of the preceding calendar year), and the date bonuses were paid. I also made an
adjustment for payroll taxes. The payment lags for payroll taxes were calculated from
the midpoints of the applicable work periods to the respective payment dates of the taxes.
How did you derive the lag days associated with affiliate transactions?

I reviewed SEMCO’s Affiliate Transactions Policy Manual to determine the payment
procedure for affiliate transactions. Billing for affiliate services is rendered on a monthly
basis. In speaking with ENSTAR personnel, cash transactions for these services are
made on an ongoing, daily basis throughout the test year. The agreement, however,
allows for payments to be made as late as 30 days from the date of invoice. For the
calculation of the payment lag, I applied the terms of the affiliate agreement, which is a
conservative assumption. Therefore, the service period is calculated as the number of

days from mid-month to the due date in the following month.
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How did you determine the lag days for third-party O&M expenses?
ENSTAR’s third-party O&M expenses include items such as rental equipment, hardware

supplies, utility services, and maintenance services.' As noted above, because ENSTAR

_pays_thousands. of these types of invoices over the course.of a year, it is necessary to_rely

on sampling to measure expense lags. The study estimates the midpoint of the service
period independently for each invoice in the sample. I then identified the service period
and the payment date for each of the sample items to calculate the expense lag for third-
party O&M expenses.

What was the expense lag for each category of O&M Expense?

As shown in Exhibit JCN-3, the expense lags during the test year averaged: (1) 42.28
days for purchased gas costs; (2) 32.68 days for payroll costs; (3) 45.21 days for affiliate
charges; and (4) 23.47 days for third-party O&M expenses.

2. Current Federal and State Income Tax Expense

What are the lag days for federal and state income taxes?

I calculated the lag days for federal and state income taxes using the calendar year as the
service period because income taxes are accrued throughout the year. The midpoint of
the service period here would be July 2. Payment of estimated tax for the year is made in
quarterly payments on April 15, June 15, September 15, and December 15. If the
scheduled payment date falls on a Saturday, Sunday, or legal holiday, the payment is due
on the next regular business day. The end result was a lag of 36.00 days.

3. Taxes Other than Income Taxes

What taxes are included in the taxes other thap income taxes?
This group of taxes consists of: (1) property taxes paid by ENSTAR, and (2) property

taxes allocated to ENSTAR from affiliates.
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How were the lag days calculated for each of those taxes?

The payment lag for ad valorem taxes paid by ENSTAR was calculated from the
midpoint of the period for which the tax was assessed to the payment dates, which
equates to an expense lag of 72.17 days. The same expense lag calculated for O&M
expenses from affiliates of 45.21 days was used for ad valorem taxes allocated from
affiliates.

4. Adjustments for Other Taxes aud Charges

What other taxes and expenses are collected in customer bills?

A. This group of taxes consists of: (1) revenue-related taxes (Sales Tax); (2) Regulatory
Cost Charge Payments.

Q. How were the lag days calculated for each of these taxes and charges?

A. The payment lag for these charges was calculated from the midpoint of the period for
which the tax was assessed to the payment date. These charges are not recovered through
base rates, however, but rather through on-bill recovery charges. As such, these expenses
are not included in ENSTAR’s revenue requirement, Nonetheless, these charges
represent funds required by ENSTAR io pay for services between the time they are paid
and the time revenues are recovered from customers. Therefore, these charges are
calculated as adjustments to the CWC requirement based on a lag of 64.57 days for Sales
Tax and 74.69 days for Regulatory Cost Charge payments.

s. Non-Cash Items
Please explain why you excluded non-cash items from your lead-lag stndy.
A. This study uses the cash method and, therefore, excludes non-cash items. As such, non-

cash items, including depreciation, amortization, deferred income taxes, and return
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(including return on equity and interest on long-term debt), have not been included in my
lead-lag study.

Why did you use the cash method in this case?

With_the .objective of representing the total investor-supplied _capital rcquired-to_pay-
operating expenses for the purpose of providing utility service, using the cash method
ensures that only the items necessary to fund day-to-day operations are included. While
non-cash items are appropriate considerations in other elements of a rate case, they do not
represent a day-to-day funding requirement.

III. CONCLUSION

What were the results of the lead-lag study?

Applying the net revenue and expense lags developed above for the various categories of
expense to the respective amounts requested by ENSTAR for inclusion in revenue
requirements results in a CWC requirement for ENSTAR of negative $834,672 as shown
in Exhibit JCN-2.

Are the results of the lcad-lag study reasonable?

Yes, the results of the lead-lag study reflect ENSTAR’s practices, actual data from the
test year, and are fair and reasonable. In addition, the methods used in the study are
industry standard and consistent with studies performed in other jurisdictions.
Accordingly, the results of my lead-lag study produce a reasonable calculation of
ENSTAR’s CWC requirement and are properly included in its rate base.

Does this conclude your direct testimony?

Yes, it does.
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scottmadden

MANAGEMENT CONSULTANTS
Summary

Tim Lyons s a partner with ScottMadden and has over 30 years of experience in the energy industry. Tim
has held senior positions at several gas utilities and energy consuiting firms. His experience includes rate
and regulatory support, sales and marketing, customer service and strategy development. Prior to joining
ScottMadden, Tim was Vice President of Sales and Marketing for Vermont Gas, where he was responsible
for all customer-retated functions, including sales and marketing, call center and field service operations.
He has also served as Vice President of Marketing and Regulatory Affairs for Providence Gas (now part of
National Grid), Director of Rates at Boston Gas (also part of National Grid), and Project Director at Quantec,
LLC, an energy consulting firm.

Tim has gponsored testimony before several public utilities commissions, including Connecticut, Maine,
Massachusetts, Rhode Island and Vermont. Tim received a B.A. from St. Anselm College, an M.A. in
Economics from The Pennsylvania State University, and an M.B.A. from Babson College.

Areas of Specialization Capabilities
" Regulation and Rates m  Regulatory Strategy and Rate Case Support
¥ Retail Energy v Strategle and Business Planning
u Utilities ri  Capltal Project Planning
#  Natural Gas Process improvemants

i Corporate and Shared Services
Recent Articles and Speeches

& "Country Strong: Vermont Gas shares its comprehensive effort to expand natural gas service into
rural communities.” American Gas Association, June 2011 (with Don Gilbert).

1 *Talking Safety With Vermont Gas." American Gas Association, February 2009 (with Dave Attig).

& “Consumers Say ‘Act Now' To Stabilize Prices.” Power & Gas Marketing, September/ October
2001 (with Jim DeMetro and Gerry Yurkevicz).

~ “Rate Reclassification: Who Buys What and When.” Public Utilities Fortnightly, October 15, 1991
(with John Martin).

Recent Assignments

Sponsored lead-lag testimony for a Mid-Atlantic gas utility.

Sponsored cost of service/rate design testimony for a Mid-Atlantic gas utility. Testimony included
a proposal for new residentlal and commercial rate classes and introduction of a block break rate
design.

r  Sponsored cost of service/rate design testimony for a Midwest gas utility. Testimony included a
proposal for new commercial rate classes and a decoupling mechanism.

r:  Sponsored rate design testimony for a Northeast gas utility. The testimony included: a proposal
for zonal rates to promote expansion of natural gas service in the state; market analysis; and
financlal modeling.

r Led a study for the Massachusetts Department of Energy Resourcas to evaluate the benefits, costs
and policies options assoclated with natural gas expansion by Massachusetts gas utilities. The
study included: (a) research on state regulatory policies; (b) financial modeling and analysis of the
economic and environmental impacts of pursuing various policy options; and (c) a survey of
Massachusetts homeowrners on thelr opinlon of home heating fuels.

r:  Assisted In the review and evaluation of cost of service studies for an electric utility. The
assignment Included review of proposed rate designs that address cost shifting concerns with
serving residential distribution generation customers through introduction of higher customer
charges, a demand charge and time-of-use anergy charges.

1 Assisted in the development of an electric portfolio of cost of service, rate design, and rate planning
tools. The tools were used to evaluate the impact of future rate filings and resource portfolio
decislons on individual rate classes.

i Prepared a market analysis for a utility to evaluate natural gas expansion into new areas, including:
(a) survey of homes and businesses; (b) estimate of construction and operating costs; (c) analysis
of alternative supply options (including pipeline, LNG and CNG); and (d) financial modeling.

Exhibit TSL-1
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MANAGEMENT CONSULTANTS . .
@ Directed a process review of natural gas expanslon projects for a ges utllity. The assignment

included e review, asvaluation and recommendations related to: (a) policies and procedures; (b)
process steps and pereonnel; (c) financial models and analysis; (d) project declgions and
schedules; and (e) post-construction review and evaluation.

Exhibit TSL-1
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Spansor [ Dste | Docket No. | Subject

Connecticut Public Ulilitles Regulatory Authority

Yankea Gas Company [ 0613 | Dockel No. 13-08-02 | Fited repor and wilness for review and gvaluation of Hurdle Rale analysis.

Hinols Commerce Gommission =

Uberty Uldiles (Mitstales Nalurai Gas) 07115 | Dockel No. 16-0401 Filed leslimony and wilness for cos! of senvice, rate design and bil impact studies for
a general rade case proceeding. The testimony includes proposal for new
commercial classes and a decoupling mechanism

lowe Ulilitias Board

Libedy Utifilkas (Miistalas Nafural Gas) 07/15 | Dockel No. RPU-2016-0003 Filed leslimony and wiiness for cosl of servce, rate desigh and bill impact siudies lor
a penefal rake case procesding. The iestimony includes proposal for new
commercial dlasses.

Maine Public Unkitles Comsmissian -

Northem Utillles, Inc. dbfa Unliil Gas | 08/15 | Case No. 201500148 Filed lestiimony and wilness for propased gas expansion program, including a zone

Limited area surcharge.

Marytand Public Service Commission

Sandpipar Energy, Inc. 1215 | Case No. 410 Fled testimony and wilness kor cosl of service, rate design and bil impact siudies for

8 general rate ¢ase proceeding. The lestimony incluoes proposal for new residentisl
and commerdial clagsas.

Massschusetts Dapartment of Public Utilitles

Boston Gas 03/88 | Docket No, DPU 88-67-I Flied iesbmony and witness for rate reciassiicakion of commercial and industaal
cugtomers for rate desian proceeding.

Boston Gas 03190 | OPU 90-55 Flled lestimony end withess fof weather 8nd ofher oost of service adjusiments, rate
design and customer bill impaci sludies {or gensrel rale case proceeding,

Boslon Gas {003 | OPU 92-230 Flied lestimony describing the Company’s posilson regarnding rate restment of
veticular natural gas invegiments and expenses.

New Jorsey Board of Pubdic Utilities

Pivotal Utlly Holdings, Inc. dbfa | 816 | GR16090826 :

Elfzatethiown Gas Company | | Filed teslimony and witness for lead-lag study

Rhode Isiand Public Utiiltles Commission

Providence Gas Company 01/36 | Docke( No. 2076 Filed leslimony ant wilnass for rate redassification of customers Into new rate
classes, rake design (including (ndroduction of demand charges), and cuslomer bill
impacl studies or rale design groceeding.

Providence Gas Company 11/92 | Docket No, 2025 Filed repon amd witness supporsing the Integrated Rezource Plan fling, ncluding &
perforirance-basad incentive mechanism.

Providence Gas Company 0298 | Dockel No, 2374 Filed lesimony and witness for rats dasign, customer bili impact slugles and relal)
aooeas tariffs for largesl commercial aad Industial cuslomers fof raw design

Exhibit TSL-1
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scottmadden

Sponsor Date Docket No. Subject
proceading.

Piovidence Gas Company 0497 | Dacket No. 2552 FTled fasiimony and wilness for rale design, customer Gl impact studiss and retall
Bcoass tanffs for commerclat and Induslaat cuslomers, Inciuding redesign of cast of
gas adjustment clause. for rate deslar proceeding.

Providonce Gas Company 08/01 | Docket No, 1673 Flled testimony and winess for changes In cost of gas adjustment factor related to

09100 profected under-recovery of gas cosls; Filed lestimony and witness {or pital hedaing
08796 program {p mitigate prica risks (0 customers; Filed leslimony snd wilness for
changes in cost of gas adusiment factor refaled to extenston of rele plan.

Providence Gas Campany 06797 | Dockel No, 2581 Flled lesiimony and wiiness for rate plan Ihat fixed rates for threg-year period;
induded funding for critical infraslruclure Investments in accelerated repfacement of
mains and sarvices. diqitized records syslem, and sconosmic developmaant projecls.

Providence Gas Company 08/00 | Docket No. 2581 Filad lestimeny and witness for exdension of ratg plan that began in 1937 and
Induded centaln modifications, Including B weathor normalizalion clavss.

Providenoe Gas Campany 0300 | Docket No. 3100 Fited lesUmony and wilness for da-tarifl end derepulation of appliance repair service,
enabling the Company lo have nesded pricing fiexibifty.

Vermont Public Service Board

Vermont Gas Systems 0211 | Docket No. 7712 Filad leshmony and witness for markel eva'ualion and analysts lo supporl
eslablishment of system expansion and rellability fund.

Vermonl Gas Syslems 1212 | Dockel No. 7970 Filed lastimony descrbing the cuslomers to be served by 8 390 million naturad gas

expansion projeci to Addison Counly, Vermont; also describing the benefits of the
projecd as well a5 Ihe Company's prograins and service offerings. |

Exhlbit TSL-1
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ENSTAR Nalural Gas Company and Alaska Pipeline Company
Lead-Lag Siuwdy
Cash Working Capital Requl

Net
Averaga Dally Revenuo Espense (Land)Leg Working Capial
Line Oorcaplion Jorl Yosr Amount Amount Lag Ret Lag Rel Days Requiremant

1 Operations 4nd Malnkenance Expeornsed

2 Purchesed Gas Cosle $ 218808089 [ 3 506,028 40,10 JON-3 pg ¢ 4228) JCN3pp2 (2 ¥8) 1 (1,303,008)
3 Non-Gee Oparglicn and Maink E

4 Peyrod Expenses 13,310,883 38,468 40.10 JON3 pp t (3288) JCN-Spg3 742 270,627
s Asfiliate Chargas 4,780,008 13,044 40.10 JCN-3 pp 1 4321) JCN-3pp3 6.11) (66,817)
3 Oinar Thirg-Parly O8M Expaascs 18,734 268 51,327 40.40 JCN-3pp 1 (2347) JCN-3pp3 18.63 853,388
7 Yotal OAM Espenaas § 255413848 8 660,764 3 (245.719)
8 Incoma Taxes

] Cumend Faderal Incame Taxes 3 6227002 § 25,278 40.0 JON-3 pg € @600 JCN-3pp4 410 3 103,672
10 Dofosrod Foderal lncome Taxes 778,460 2,133 0.00 0.00 0.00 .
11 Siale Income Tax 2,965,600 §,126 40.10 JCN-3pp 1 (86.00) JCN-3pp4 4.10 33,325
12 Tolal Feders! Income Texas [] 12071472 § 35 638 g 138,097
13 Taxes Other Than iIncome Texes )

14 Ad Valoram Taxes ] 3,015,684 s 10,728 40.10 JCN-3pp 1 (7247) JCNSpp 5 (3207) $ (344,058)
(5 Olher Taxas 146,476 407 4040 JON3opt (4621) JON-30g 6 (5.14) {2,078
18 Yols! Taxcs Other Than Income Taxos [ 4083140 § 11 {36 $ (348.1

17 Doprotialion Expante ] 16658126 $ 48,187 0.00 0.00 0.00 $ -

18 Relum [] 25545174 $ 69,987 0.00 0.00 0.0D $ -

19 Bubtdial §_ 314.652.057 [3 AG4,65
20  Other Adusimenis

21 Local Sales Tax JCN-3pp 8 (84 57) (197,033)
» Reqatory Charge JON-3 pp 6 {74 89) (181,803
23 Towl Olhot Adjusimanis (370.815)
24 To@lCash Wodk al Ragueement 3 [(XIRIZ))

Docket U-16-088 Exhiiit TAL-2
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Docket U-18-088

ENSTAR Naturs! Gas Compsny and Alaska Plpéline Campany

Lead-Lag Study
Revenue Lag
Line Description Revenue Lag  Reference
1 Service Lag 16.21
2 Biling Lag 1.67 WP A-1
3 Collection Lag 23.32 WP A-2
4 Composita Revenue Lag 40.10

Exhbit TSL-3
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ENSTAR Nalural Gas Compeny end Alaska Plpeine Company

Leag-ag Sdy
Purchased Gas
Days Peid Composite
from End-0f-  (Lead)/Lag (Lead)/Lag
Line Month From To E Tolsl Days Midpeint Moath Days Daler Days Oays
) January 2016 01/0143 01/34/15 ] 24,368,175 31.00 15.50 28.55 {44.05) § (1,073.481,911)
2 Febniary 2016 02/01/15 02/28/15 8 22,384,707 28.00 14.00 27.64 {41.94) (938,700,703)
3 March 2018 QR/01/18 03/31/18 $ 22,628,783 31,00 18.50 27.36 {42.85) (969,484,101)
4 April 2016 04/01/1S  04/30116 ] 18,607,005 30.00 16.00 27.80 (42.60) (708,856,081)
5 May 2018 08/01/16 053118 s 12,808,862 31.00 18.50 26.43 {41.93) (641,261,897)
& June 2015 080118 063018 3 11,476,314 30.00 15.00 22,25 {37.26) (427.477,616)
7 July 2016 07/01/15 a7R31148 $ 11,368,188 31.00 15.60 2822 (43.72) (487,009,123)
] August 2015 080115  08/31/(8 8 11,454,769 31.00 16.50 20.28 (44.78) (512.902,090)
9 Septomber 2016 08/01/15 06/30/13 s 43,606,120 30.00 15.00 29,92 (44.32) (607,073,890)
10 October 2016 10/01/16 10/3145 3 16,845,880 31.00 15.50 26.64 (45.14) (816,642,488)
11 November 2016  11/03/18 1430116 ] 27,685,504 30.00 16.00 28.17 (45.47) {1,147,2713,868)
12 Decenoer 2016  12/0§/16 1213118 ] 31,271,513 31.00 16.50 26.41 (4tB1) {1.310,638.244)
13 Tolel 3 22666171600 _ 3 [BEIEEESE) (A28
Dooket U-18-080 Exhibit TEL-X
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ENSTAR Netural Gas Company and Alagka Pipeline Company

Lead-Lag Study
O&M Expenses
(Lead)Lag
Line Dasaription Expense Days Reference Dollar Days

1 Payroll Expenses $ 13,310,663 {32.68) WP C-1 S {434,892,473)
2 Affillate Charges 4,760,808 (45.21) WP C-7 (215,232,264)
3 Other Third-Pgrly O&M Expenses 18.734.288 {23.47) WP C-8 (439,785,333)
4 Toial OBM Expenses S 32,044,961 {27.30] S (874,777,806)

Deaket U.18-088

Exchikit TEL-3
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ENSTAR Natursl Gas Company and Alaske Pipeline Company

Leaed-Lag Study
(ncome Tax

Federal Income Tax

(Leed)/Lag Days
Days from
Service Period Service Perlod  Midpaint of Percent of Taexes Midpointto  (Lead)Lag
Line Quarter Start End Service Pariod Payment Date Due Payment Date Days
1 Flrst Quarter 1/1/2016 12/131/2016 11212015 4/152015 25.00% 78.50 10.63
2 Second Quarter 11/2045 12/131/2016 71212015 611812015 25.00% 17.50 4.38
k| Third Quarter 11112015 12/31/2016 71212018 91812015 25.00% (74.50) (18.63)
4 Fourth Quanter 11172018 12/31/2015 77212016 12/15/2016 25.00% {165.50) (41.38)
& Federal Incoms Tex (Lesd)/Lag Days {36.00)
State Income Tax
(Lead)/Lag Days
Days from
Service Period Servics Perlod  Midpoint of Parcent of Taxes Midpaintto  (Lead)/Lag
Lins Quanter Stan End Senvice Perlod Payment Date Due Payment Date Days
B8 First Quarter 11112016 12/31/2015 7/2/2015 4/1512015 25.00% 78.50 19.83
7 Second Quaner 1/1/2018 12/31/2016 7/2/2015 6/16/2015 25.00% 17.50 4.38
8 Third Quarter 1/1/2015 12/31/2016 71212015 81572015 26.00% (74.50) (18.63)
9 Fourth Quarter M2018 1213112015 712/2015 12/15/2016 25.00% (186.50) (41.38)
10 Stete Income Tax (Lead)Lag Days {36.00)
Dockat L-13-008 Exhibit TEL-3

Pagad ofB



ENSTAR Natural Gas Company and Alaska Plpeline Compsny

Lead-Lag Study
Taxee Other Than Income Tax

Composhe
(Lead)/Lag (Leed)/Lag
Line Description Amount Days Reference Dollar Oays Deys
1 Property Taxes 3.916.864 (72.17) WP E-1 (282.603.364)
2 Other Taxes 148,478 (45.21) we C-7 (6,712,351)
3 Total $ 4,064,140 (289,315,705) (71.18)
Loocket U-16-060 Exhibit TSL-3
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ENSTAR Natural Gas Company and Alasks Plpsline Company

Lead-Lag Study
Other Adjustments
(Lead)\Lag
Ling Description Days Amount Reference
1 Local Bales Tax (64.57) (197,933) WP F-1
2 Regulatory Cost Charge Payments {74.68) (161,883) WP F-2
3 Toml $ (379,819
Dosket U-16-088 Exhibit TSL-3
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