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Page 77 Page 79
1 JUDGE GILBERT: Pursuant to the direction of the 1  of the Multiut Corporation, Richard C. Balough, 53
2 Ilinois Commerce Commission, | now call Docket 2 West Jackson Boulevard, Suite 906, Chicago,
3 07-0241 and 07-0242. 3 lllinois 60604.
4 Can | have the appearances for the 4 MR. JOLLY: Appearing on behalf of the City of
5 record. If anyone appearing in only one of those 5  Chicago in the Peoples Gas case only, Ronald D.
6  dockets-- | don't know if anyoneis, but if you 6 Jolly, J. Mark Powell. Our addressis 30 North
7  are, please so indicate. 7  LaSale, Suite 900, Chicago, Illinois 60602.
8 How are we doing in Springfield? Can 8 And also Conrad R. Reddick, 1015 Crest
9  you hear us? Anyone there? 9  Street, Wheaton, lllinois 60187.
10 A VOICE: Yes, wecan. 10 MR. ROBERTSON: Appearing on behalf of the
11 (Discussion off the record.) 11  lllinoisIndustrial Energy Consumers, Eric
12 JUDGE GILBERT: Let's start over here with 12 Robertson, Lueders, Robertson and Konzen,
13 Mr. Feeley. 13 PO Box 735, 1939 Delmar, Granite City, lllinois
14 MR. FEELEY: Representing Staff of the Illinois 14 62040.
15  Commerce Commission, John Feeley, Carmen Fosco and 15 MR. BAILEY: Koby Bailey appearing on behalf of
16  ArshiaJavaherian, Illinois Commerce Commission, 16  Nicor Advanced Energy, 2019 Corporate Lane, Suite
17 160 North LaSalle Street, Suite C-800, Chicago, 17 159, Naperville, Illinois 60535.
18  Illinois 60601. 18 MS. O'BRIEN: Appearing on behalf of Nicor
19 MS. SODERNA: Julie Soderna representing the 19  Advanced Energy, AngelaD. O'Brien of the law firm
20  Citizens Utility Board, 208 South LaSalle, Suite 20  of Mayer, Brown LLP, 71 South Wacker, Chicago,
21 1760, Chicago, Illinois 60604. 21  Illinois 60606.
22 MS. BUGEL: Faith Bugel representing the 22 MR. RICH: Good morning.
Page 78 Page 80
1 Environmental Law and Policy Center, 35 East Wacker 1 Appearing on behalf of Constellation New
2 Drive, Suite 1300, Chicago, Illinois 60601. 2 Energy GasDivision, LLC, I'm Randall S. Rich of
3 MR. MOORE: Representing the retail gas 3 thelaw firm of Bracewell and Giuliani, 2000 K
4 suppliers, Steven Moore of the law firm of Rowland 4  Street, Northwest, Washington, D.C., 20006.
5 and Moore, 200 West Superior Street, Suite 400, 5 We submitted a motion to participate in
6  Chicago, Illinois 60610. 6  prohac vice last week.
7 MR. STRAUSS: Appearing on behalf of the Utility 7 MR. RATNASWAMY: Good morning. John Rathaswamy
8  Workers Union of America, Local 18007, and good 8  and Christopher Zibart on behalf of the People Gas,
9  morning, your Honors. My name is Scott Strauss. 9  Light and Coke Company and North Shore Gas Company,
10  I'mfrom thelaw firm of Spiegel & McDiarmidin 10 Foley and Lardner, LLP, 321 North Clark Street
11 Washington, D.C., 1333 New Hampshire Avenue, 11  Suite 2800, Chicago, Illinois 60610.
12 Northwest. My ZIP code is 20036, and I'm appearing 12 MR. HOUSE: Emmitt House of the law firm of
13 pursuant to a petition for special |eave that was 13 Gonzalez, Saggio and Harlan, 35 East Wacker, Suite
14  previously granted. 14 500, 60601.
15 I'm joined this morning by my colleague 15 I'malso -- I'd to also enter an
16  Ruben Gomez of the same firm who hasfiled a 16  appearance on behalf of Timothy Wright, 111, and
17  petition for leave to appear in this proceeding 17  Jerome Morocaof the same law firm, and we're
18  last week with your Honors. 18  appearing of the Peoples Gas, Light and Coke
19 MS. LUSSON: On behalf of the People of the 19  Company and North Shore Gas Company.
20  Stateof lllinois, Karen Lusson, 100 West Randol ph, 20 JUDGE MORAN: Are there any other appearances?
21  11th Foor, Chicago, Illinois 60601. 21 Is anyone appearing by telephone?
22 MR. BALOUGH: Good morning. Appearing on behalf|22 No?
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Page 81

Page 83

1 Then | guessthose are all the 1 Arethere any other petitions that might
2 appearancesfor the record. 2 beoutstanding?
3 Thefirst order of business that we want 3 MR. STRAUSS: Yes, your Honor.
4  toclear up, there was a petition to intervene of 4 One petition filed by my colleague
5  Vanguard Energy Services, LLC. That petitionwas | 5  Ruben Gomez for leave to appear in this proceeding
6 filed quite sometime ago. We have not received 6  was submitted last week.
7  any objections. 7 JUDGE MORAN: Okay. And isthat an appearance
8 Are there any objections today? 8  prohacvice?
9 With that, the petition to intervene of 9 MR. STRAUSS:. Yes, your Honor.
10 Vanguardisalowed. 10 JUDGE MORAN: Okay. And what jurisdiction are
11 The second order of businessisthe 11 youfrom?
12 motion to appear pro hac vice by Randall Rich. 12 MS. GOMEZ: District of Columbia, your Honor.
13 Mr. Rich, | have thismotion in front of me, and 13 JUDGE MORAN: Okay. Sol think we've aready
14 there'sonly one matter that | need to clarify with 14  ruled that the District of Columbia grants leave to
15  you and that's pursuant to our rules, and that is 15 lllinois attorneys to appear in similar states and,
16  whether the petitioning attorney's home state 16 therefore, your request is also granted.
17  grantsleaveto Illinois attorneys in similar 17 JUDGE GILBERT: There are two outstanding
18 dituations. 18 mations from the Attorney General's office to
19 MR. RICH: | believethat's correct, your Honor. |19  strike.
20 JUDGE MORAN: Okay. 20 MS. LUSSON: Yes, your Honor.
21 MR. RICH: I'm not 100 percent certain, but | 21 JUDGE GILBERT: We got those so late on Friday,
22 believethat's correct. 22  that the two of usreally haven't had a chance to
Page 82 Page 84
1 Certainly, attorneysin lllinois 1  talk about how to set up some kind of response
2 practice before the Federal Energy Regulatory 2 interval for that. And maybe we can just do that
3 Commission where | typically practice. 3 oraly, but were not going to do that right now.
4 JUDGE MORAN: And | believethat I've ruled 4 MS. LUSSON: Okay.
5 basicaly on similar petitions from your 5 JUDGE GILBERT: So we need to talk about how we
6 jurisdiction. 6  want to handleit. Witnessis up Wednesday.
7 MR. RICH: Thank you, your Honor. 7 MR. RATNASWAMY: : Y our Honor --
8 JUDGE MORAN: Thank you. 8 JUDGE GILBERT: WEell come up with agame plan
9 That motion is granted. 9 today on that.
10 MS. BUGEL: Y our Honors, one other housekeeping (10 MR. RATNASWAMY: : | wasjust going to suggest
11  matter. I'm not certain ELPC's petition to 11  we'reprepared to file written responses this
12  intervenewas ever ruled on. 12 morning, if that's the way you want to go with the
13 JUDGE MORAN: Excuse me. Which? 13 schedule.
14 MS. BUGEL: Environmental Law and Policy 14 JUDGE GILBERT: Okay. Isthat something that
15  Center's. Ourswas filed sometime ago as well, but 15  someone can be doing right now while you're
16 itdid come after our last in-person conference. 16 participating here?
17 JUDGE MORAN: Okay. If youfiled that, we have |17 MR. RATNASWAMY: Yes.
18  not received any objection. 18 JUDGE GILBERT: Okay.
19 Are there any objections today? 19 MR. RATNASWAMY: Aslong asthey're reading
20 Hearing none, the petition to intervene 20  their A-notes (phonetic).
21  of ELPC, which isthe Environmental Law and Policy |21 JUDGE GILBERT: All right. Why don't you go
22 Center, isgranted. 22 ahead and do that.
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Page 87

1 MS. LUSSON: Y our Honor, we would liketomove | 1 JUDGE MORAN: Okay.
2 thento reply then by close of business Tuesday 2 MR. RATNASWAMY:: Third, should we proceed more
3 gincethe witnesses are up on Wednesday. 3 rapidly than the aggregate estimates suggest, we do
4 JUDGE GILBERT: Mr. Ratnaswamy, whentoday do| 4 have astand-by witness available for today, and
5 youthink you'd be ready to give us something? 5 Unionlocal 18007 witness Mr. Gennett.
6 MR. RATNASWAMY: I'm sorry? 6 JUDGE MORAN: Okay.
7 JUDGE GILBERT: What time today do you think 7 MR. RATNASWAMY: And then Witness No. 8, which
8  you'd beready to give us something. 8 isthefirst witness tomorrow, Mr. Puracchio, the
9 MR. RATNASWAMY: : It would be before noon, | 9  City hasindicated, athough they previously
10 believe. 10  scheduled sometime, they now do not plan to
11 JUDGE GILBERT: Okay. Well then before noon 11  cross-examine Mr. Puracchio.
12 tomorrow. 12 Those are all the updates | have.
13 MS. LUSSON: Okay. 13 JUDGE MORAN: Thank you.
14 JUDGE MORAN: Wéll, then let's begin with the 14 JUDGE GILBERT: Regarding the data request that
15  substantive part of this hearing. 15  would be, | guess, offered as a cross exhibit to
16 And | believe, from the schedul e that 16  Mr. Fordla?
17  weve been provided, the first witnessis a Company 17 MR. FEELEY: Yes.
18 witnessand that's Ms. Rukis. 18 JUDGE GILBERT: Will there be any objection to
19 MR. RATNASWAMY : That's correct, your Honor. |19  admission of that?
20 JUDGE MORAN: Did | pronounce your name 20 MR. RATNASWAMY: Not from the utilities.
21  correctly? 21 JUDGE GILBERT: Any objection anticipated from
22 THE WITNESS:. Yes. 22 anyone?
Page 86 Page 88
1 JUDGE MORAN: Thank you. 1 MR. FEELEY: Nobody else has seenit.
2 MR. RATNASWAMY : Your Honor, could | just -- | 2 JUDGE GILBERT: Oh. Nobody haswhat?
3 handed out an updated schedule this morning. | 3 MR. FEELEY: Only the Company knows what the
4 havetwo further updates and two amplifications. 4  DRs. | haven't talked -- the other parties don't
5 JUDGE MORAN: Okay. Please. Andthisis 5 know what it is, so...
6  updated one takes account of City's changes? 6 JUDGE GILBERT: Oh, they haven't seen it yet?
7 MR. RATNASWAMY:: Yes. 7 MR. FEELEY: No. | don't expect they would.
8 JUDGE MORAN: Okay. 8 MR. RATNASWAMY: : It was served in the ordinary
9 MR. RATNASWAMY: Well, except for the one this 9  course of discovery, but the fact that that
10  morning. 10 particular oneisintended to be moved into
11 JUDGE MORAN: All right. 11  evidenceisnot something that the staff probably
12 MR. RATNASWAMY : On the second witness, 12 noticed to other people.
13 Mr. Fiordla, the staff, although they have not 13 JUDGE GILBERT: Okay.
14  scheduled crosstime, as such, plan to move adata 14 MR. JOLLY: Your Honors, | have one additional
15  request response into evidence during the cross of 15 changein the schedule.
16  Mr. Fiordla 16 The City will not have any
17 JUDGE MORAN: Okay. So that should take about 17  cross-examination for Mr. Borgard. We had ten
18  fiveminutes. 18  minutesdown.
19 MR. RATNASWAMY : The fourth witness, Mr. Doerk,|19 JUDGE MORAN: Okay. Soyou'retaking your ten
20  CUB hasindicated, although previously scheduled 15 20  minutes away from Mr. Borgard.
21  minutes, that now they do not plan to cross-examine 21 MR. JOLLY: Right.
22 Mr. Doerk. 22 JUDGE MORAN: Okay.
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Page 89 Page 91
1 MS. LUSSON: And | have ateration, too, aslong 1 A. Peoples Gas, Light and Coke Company and
2 aswe'redoing that. 2 North Shore Companies.
3 | previously indicated that the AG had 3 Q. Ms. Rukis, has written direct testimony
4 30 minutes. | wish to modify that to five minutes. 4 been prepared by you or under your direction and
5 JUDGE MORAN: And that's for which witness? 5  control for submission in Commerce Commission
6 MS. LUSSON: Mr. Amen. I'm sorry. 6  Docket 07-0241 and 07-02427
7 JUDGE MORAN: Okay. 7 A. Yes.
8 MS. LUSSON: And | would take that 25 minutes 8 Q. And do you havein front of you a document
9 and possibly add it to my 20 minute estimate for 9 that's been marked for identification North Shore
10  Mr. Borgard. 10 Exhibit IR 1.0?
11 JUDGE MORAN: Okay. Soyouregoingtoaddan |11 A. Yes.
12  additional -- 12 Q. Isthat atrue and correct copy of your
13 MS. LUSSON: 25 minutesto Mr. Borgard. 13 written direct testimony in the North Shore docket?
14 JUDGE MORAN: In addition to the 20 that's 14 A. Yes
15  reflected? 15 Q. And attached to that document, are there
16 MS. LUSSON: Yes, please. 16 threeattachmentslabeled NS Exhibit IR 1.1, 1.2
17 JUDGE MORAN: Okay. All right. 17 and1.3?
18 Are there any other types of scheduling 18 A. Yes
19 matters? If not, then let's proceed. 19 Q. Anddoyou aso havein front of you a
20 And are you ready to put on your 20  document that's been marked for identification
21  witness. 21  Peoples Gas Exhibit IR 1.0?
22 MR. ZIBART: Oh, yes. Yes. 22 A. Yes
Page 90 Page 92
1 JUDGE MORAN: Great. Thank you. 1 Q. Isthat atrue and correct copy of your
2 The utility's first witnessis 2 written direct testimony in the Peoples docket?
3 Ms. Rukis. 3 A. Yes.
4 MR. ZIBART: Ms. Rukis, would you please state 4 Q. And attached to that document, are there
5  and spell your name for the record? 5 threeattachmentslabeled PGL Exhibit IR 1.1, 1.2
6 MS. ILZE RUKIS: llze Rukis, I-1-z-e Rukis, 6 andl1.3?
7  R-u-k-i-s. 7 A. Yes.
8 MR. ZIBART: Okay. 8 Q. Ms. Rukis, haswritten rebuttal testimony
9 JUDGE MORAN: We need to swear inthewitnesses. | 9  also been prepared by you or under your direction
10 In fact, all the witnesses that are here 10  and control for submission in Commission Dockets
11 that are going to testify today, would you please 11  07-241 (sic) and 07-242 (sic)?
12 raiseyour right hand and let me swear you all in. 12 A. Yes
13 (Witnesses sworn) 13 Q. Do you havein front of you a document
14 JUDGE MORAN: Thank you. 14  that's been marked for identification
15 Proceed. I'm sorry. 15  North Shore/Peoples Gas Exhibit IR 2.0?
16 ILZE RUKIS, 16 A. Yes
17  caled asawitness herein, having been first duly 17 Q. Andisthat atrue and correct copy of your
18  sworn, was examined and testified as follows: 18  written rebuttal testimony in the consolidated
19 DIRECT EXAMINATION 19  dockets?
20 BY 20 A. Yes.
21 MR. ZIBART: 21 Q. And attached to that document, are there
22 Q. Ms. Rukis, by whom are you employed? 22 three attachments -- I'm sorry, two attachments
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Page 93

Page 95

1 labeled NSPGL Exhibit IR 2.1 and 2.2? 1  exhibitsinto evidence with their attachments,
2 A. Yes. 2 whichwouldinclude 1.1, 1.2, 1.3, 2.1, and 2.2.
3 Q. And haswritten surrebuttal testimony also 3 JUDGE MORAN: | understand, and, yes, | think |
4 been prepared by you or under your direction and 4 meant to include all of those.
5  control for submission in Commission Dockets 07-241 | 5 (Whereupon Exhibit Nos. North
6 and 07-2427? 6 Shore and Peoples IR 1.0, North
7 A. Yes. 7 Shore/Peoples 2.0 and North Shore
8 Q. Doyou havein front of you a document 8 and Peoples 3.0 were
9 that's been marked for identification 9 admitted into evidence as
10  North Shore/Peoples Gas Exhibit IR 3.0? 10 of this date.)
11 A. Yes. 11 JUDGE MORAN: Wédll, it seemslike the first
12 Q. Andisthat atrue and correct copy of your 12 persononthelist that has cross-examination for
13 written surrebuttal testimony in the consolidated 13 Ms. Rukisisthe Attorney General's office.
14  dockets? 14 MS. LUSSON: Ms. Bugel, one of the counsdl, is
15 A. Yes. 15 going --
16 Q. Do you have any changes or corrections that 16 MS. BUGEL: If it'sall right with your Honors.
17  need to be made to your testimony before it's 17 JUDGE MORAN: That'sfine.
18  entered into evidence? 18 MS. BUGEL: I'll go ahead.
19 A. No, | do not. 19 JUDGE MORAN: That'sfine.
20 Q. Soif | wereto ask you the questions set 20
21  forthin these documents marked IR 1.0, IR 2.0 21
22 and-- I'msorry, North Shore Exhibit IR 1.0, 22
Page 94 Page 96
1  Peoples Gas Exhibit IR 1.0, North Shore/PeoplesGas | 1 CROSS-EXAMINATION
2 Exhibit IR 2.0, and North Shore/Peoples Gas 2 BY
3 Exhibit IR 3.0, would you give the answers set 3 MS. BUGEL.:
4  forth in those documents? 4 Q. Ms. Rukis, my nameis Faith Bugel. Again,
5 A. Yes. 5 I'mrepresenting Environmental Law and Policy
6 Q. And do you intend that these four documents 6  Center. | just have two questions for you today,
7 will comprise your sworn testimony in this docket? 7  sothiswill bevery short.
8 A. Yes 8 Generally, your testimony covers the
9 MR. ZIBART: Those are al the questions | have 9 energy efficiency program proposed by Peoples and
10 for Ms. Rukison direct. 10  North Shore; isthat correct?
11 And if it pleases the judges, we can 11 A. Yesitis.
12 movethoseinto evidence subject to 12 Q. What mechanisms do you think are built into
13 cross-examination. 13 theenergy efficiency program proposal that would
14 JUDGE MORAN: Yes. 14  assurethat program expenditures will be prudent?
15 Are there any objections to the motion 15 A. | believe that both structure and process
16  toadmit the exhibits as described, that being 16  of the proposed program will accomplish that.
17 IR 1.0for each of Peoples and North Shore cases, 17 First, you have governance board, which
18 IR2.0jointly and IR 3.0 jointly? 18 hasaconstituency of many diverse members. All of
19 Hearing no objection, those will be 19 them have astated interest in providing
20  admitted subject to cross. And | assume you're 20  efficient -- energy efficient programsto
21  tendering your witness. 21  customers.
22 MR. ZIBART: Yes, your Honor. We're moving the|22 Second, the Company does -- companies do
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Page 97 Page 99
1 not have adirect control of that board. It will 1  beresponsible for the programs.
2 bethe board who provides direction of the goals 2 MS. BUGEL: Thank you.
3 and budgets. 3 | have no further questions.
4 Secondly, it will have a contract 4 CROSS-EXAMINATION
5  administrator that will provide oversight to the 5 BY
6  contracts awarded to winning bidders that will be 6 MS. LUSSON:
7 providing these programs. It will be the function 7 Q. Good morning, Ms. Rukis.
8  of that contract administrator to ensure compliance | 8 A. Good morning.
9 and that programs are being provided within budget. | 9 Q. My nameisKaren Lusson. I'm from the
10 | expect that contract administrator to 10 Attorney Generd's office. | just have afew
11  also provide periodic reports to the governance 11  clarifying questions about your direct and
12 board and to the Commission, if they so desire. 12 surrebuttal testimonies.
13 One of the recommendations | makeinmy |13 If you'd look at Page 5 of your
14  testimony isthat one of first things that the 14  surrebuttal.
15  governance board should accomplish is a market 15 A. Yes.
16  potential study which will further ensure the best 16 Q. AtLines(sic) 90, you refer to the
17  and wisest use of available resources by 17  government's structure that was agreed to between
18 identifying the opportunities to use the funds. 18 the companies and other interested stakeholders.
19 Y ou aso will have a separate fiscal 19 Isyour -- isit your testimony then
20  agent function that will be not under the control 20 that the governance board isto be in control asto
21  of thecompanies, but at the direction of the 21 how energy efficiency programs and spending
22 governance board and the contracted administrator. |22 actually occur?
Page 98 Page 100
1 And, finally, you will have abidding 1 A. Yes
2 process that will ensure that we get the 2 Q. Andat Line 95, you refer to utility
3 lowest-cost programs and that a program evaluator 3 conflictsor disincentives due to lost sales that
4 that will have evaluation at the end of each year 4 reduce distribution revenues and you seem to say
5  how funds were used, what were the savings achieved | 5  that these concerns are meant to be addressed by
6  and reports submitted to the Commission, if so 6 using the governance board's structure.
7 desired, and to the governance board. 7 And am | interpreting that testimony
8 Q. You discussed the governance board. 8 correctly?
9 Isn't it trueif this programis 9 A. Yes
10  approved by the Commission, the governance board is|1 0 Q. Areyou satisfied that the governance board
11  theultimately accountable to the Commission? 11  structure will be effective in ensuring that the
12 A. Yes, the way the governance board was 12 utility not frustrate the effectiveness of future
13  structured, it was meant to address concerns that 13 energy efficiency programs due to any inherent
14 it be separate and apart from the direct control of 14  disincentive that the utility might have to promote
15 the companies. 15 energy efficiency programs or run an efficient
16 Therefore, the governance board was 16 energy efficiency program?
17  created precisely to have a broad base of 17 A. Yes. Asl said, since the utility does not
18  constituents. 18 havedirect control, | agree with that.
19 I've mentioned in my direct testimony 19 Q. Okay. Let'sjust talk briefly about who's
20  the members of the board that would bein chargeof |20  responsible for whether (sic) the governance board
21 that. They would have the direction, as| said, of 21  and also theissue of Commission oversight.
22 setting the goal's and directions and ultimately the 22 Under the proposed structure, a
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Page 101

Page 103

1  Peoples Gas employee would serve as the fiscal 1  unreasonable to hold the Company responsible since
2 agent, | think I've indicated? 2 the governance board consists of other stakeholders
3 A. For theinitial start-up, yes. 3 who provide controlling oversight and direction to
4 Q. And while that agent would not be making 4  theenergy efficiency program.
5 decisionson hisor her own asto whether a 5 Do you see that there?
6  particular invoice should be paid, that fiscal 6 A. Excuseme.
7 agent will be charged as a company employee with | 7 Q. Thisisat Line 100 of Page 5 of your
8 dlerting the board to any perceived anomalies, 8  surrebuttal.
9 inconsistencies or other unorthodox billing detail; | 9 A. Yes.
10 isthat correct? 10 Q. Now, as| understand your testimony, it's
11 A. Yes 11  your view that the utility should not be held
12 Q. Anditwouldbeuptotheboardthentoact |12 responsible or accountable for energy efficiency
13 onany perceived or expressed concern that the 13 programs and spendings -- spending because the
14 fiscal agent has made to the board; isthat right? |14  utility would have no singular independent control
15 A. Yes 15 over those programs and spending with the
16 Q. And, again, Peoples would have that voting |16  governance board?
17  member on the board; is that right? 17 A. Yes.
18 A. A voting member, yes. 18 Q. For purposes of my next question, let's
19 Q. Andinyour Exhibit 1.1 of your direct 19 assumethat, for the moment, the Commission has
20  testimony, which isthe layout of the proposed 20  approved your -- the Company's request that seven
21  dtructure, the visual. 21 and ahalf million in ratepayer funds be set aside
22 A. It'sin here somewhere. 22  for energy efficiency program.
Page 102 Page 104
1 Yes. 1 Would you agree that notwithstanding the
2 Q. Inthat exhibit, you point out, legally, 2 governance board's structure, that because the
3 Peopleswill sign contracts. 3 Commission maintains authority over Peoples and
4 Would that include employment contracts, | 4 North Shore and authority over the level of rates
5  subcontractors contracts, et cetera? 5 charged, that the Commission maintains the ability
6 A. | believe that would be with the program 6  toreview how the program is running through the
7 administrators. 7 reporting process that you've described in your
8 If the program administrators choose to 8  direct testimony?
9  have subcontractors as a part of their proposal or 9 A. Yes.
10 intheir program delivery, it would be the program |10 Q. And your direct testimony also talks about
11  administrator who'd have the liability for that. 11 therole of the program evaluator -- | think you
12 Q. Okay. But the program administrators, just |12  touched upon that in response to Ms. Bugel -- who
13  tobeclear, contract administrator and program 13 would perform periodic audits of the programs
14  evaluator would work at the direction of the 14 against established performance criteria and
15 governance board? 15  prepare annual reports for the board as well asa
16 A. Yes. 16  periodic independent third-party review separate
17 Q. In-- 17  and apart from the program evaluator's reports; is
18 A. Yes. 18 that correct?
19 Q. AtLine100 of your surrebuttal, you state |19 A. Yes.
20 that -- that's again on Page 5. 20 Q. Now, these reports could be filed with the
21 A. Just a moment. 21  Commission, couldn't they?
22 Q. Giventhe proposed structure, it's 22 A. Yes
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1 Q. And they could be exhibits within a next 1 SALVATORE FIORELLA,
2 rate caseisthat also correct? 2 caled asawitness herein, having been first duly
3 A. Yes 3 sworn, was examined and testified as follows:
4 MS. LUSSON: Okay. Thank you, Ms. Rukis. 4 DIRECT EXAMINATION
5 | have no further questions. 5 BY
6 JUDGE MORAN: 1 just have aquick question. | 6 MR. RATNASWAMY::
7 EXAMINATION 7 Q. Mr. Fiordla, could you please state your
8 BY 8  name and spell your name for the record.
9 JUDGE MORAN: 9 A. Savatore Fiorella, S-a-l-v-a-t-o-r-e,
10 Q. My concern hereisadministrativecosts. | |10  Fiorella, F-i-o-r-e-l-I-a
11 mean, with any kind of program, there's 11 Q. And at the time that you prepared your
12 administrative costs. 12 prefiled direct testimony in this proceeding, what
13 Are the members of this governanceboard |13 wasyour employer and your business address?
14 goingtoreceiveasaary or arethey goingtodo |14 A. | wasemployed, at the time of the direct
15 thisvoluntarily or how do you perceive that? 15 filing, by the Peoples Gas, Light and Coke Company.
16 A. My understanding that the members of the |16 Q. Inwhat capacity were you employed?
17  governance board itself are not going to be 17 A. | wasemployed asthe manager of state
18  reimbursed. 18 regulatory affairs for both Peoples and
19 Q. Okay. Soit'll be moreavoluntary 19  North Shore.
20  service? 20 Q. Okay. What was your business address at
21 A. Yes 21  that time?
22 JUDGE MORAN: Okay. Thank you. 22 A. 130 East Randolph, Chicago, Illinais,
Page 106 Page 108
1 Isthere any redirect? 1 60601.
2 MR. ZIBART: No, | have no questions on 2 Q. Andisit correct that since you prepared
3 redirect. 3 your prefiled direct testimony, you have retired
4 JUDGE MORAN: And no one has else has any cross 4 from Peoples Gas?
5 for Ms. Rukis? 5 A. Yes, sir.
6 Okay. Then you're excused. 6 Q. Andisit correct that you prepared or had
7 THE WITNESS: Thank you. 7 prepared under your supervision and control direct
8 JUDGE MORAN: And thank you very much. 8  testimony on behalf of each of the Peoples Gas
9 Okay. The next witnessisaso a 9 Light and Coke Company and North Shore Gas Company
10  Company witness. 10  with the exhibits numbered as North Shore Exhibit
11 And, Mr. Ratnaswamy, are you ready? 11 SF-1.0and 1.1 and Peoples Gas Exhibits SF-1.0 and
12 MR. RATNASWAMY: Yes. 12 117
13 JUDGE MORAN: Okay. 13 A. Yes, dir.
14 MR. RATNASWAMY: The Peoples Gas, Light and Coke| 14 Q. Andif | wereto ask you the questions that
15  Company and North Shore Gas Company call 15  appear in those two direct testimonies, would you
16  Mr. Salvatore Fiorellaas awitness. | believe he 16 givethe answersthat are set forth therein?
17  wasalready sworn. 17 A. Yes
18 JUDGE MORAN: Y ou want to introduce your 18 Q. Arethey true and correct?
19  witness. 19 A. Yes, sir.
20 20 Q. Mr. Fiorélla, isit also correct that you
21 21  prepared on behalf of Peoples Gas and North Shore
22 22 rebuttal testimony, the exhibits numbered as
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1 North Shore Peoples Gas Exhibit SF-2.0 withatotal | 1 Mr. Ratnaswamy and Mr. Fiorella?
2 of 28 attachments and North Shore numbered SF-2.1 | 2 Hearing none, al of those exhibits just
3 through 2.14, and as to Peoples numbered SF-2.1 3 asdescribed are admitted.
4  through 2.14? 4 And are you ready to tender your witness
5 A. Yes, dir. 5 forcross?
6 Q. Andif | wereto ask you the questions that 6 (Whereupon, North Shore/Peoples
7  appear in the narrative portion of that testimony, 7 Exhibit Nos. SF-1.0, SF-2.0,
8  would you give the answers that appear there? 8 SF-3.0 and SF-4.0 were admitted
9 A. Yes, | would. 9 into evidence as of this date.)
10 Q. Arethose answerstrue and correct? 10 MR. RATNASWAMY:: Yes, your Honor.
11 A. Yes, sir. 11 JUDGE MORAN: Thank you.
12 Q. Mr. Fiordlla, isit aso correct that you 12 And who wishes to begin?
13 prepared or had prepared under your supervision and |13 MS. SODERNA: Julie Soderna on behalf of the
14  control supplemental rebuttal testimony numberedas|14  Citizens Utility Board. I'll start.
15  North Shore Peoples Gas Exhibit SF-3.0? 15 CROSS-EXAMINATION
16 A. Yes 16 BY
17 Q. Andif | asked you the questions that 17 MS. SODERNA:
18  appear in that testimony, would you give the 18 Q. Mr. Good morning, Mr. Fiorella
19 answersthat are stated therein? 19 A. Good morning.
20 A. Yes, | would. 20 Q. I'mgoing to start with some questions on
21 Q. And arethose answers true and correct? 21  depreciation reserveissue, and I'm going to start
22 A. Yes, they are. 22 refer -- refer you to Page 10 of your rebuttal
Page 110 Page 112
1 Q. Finadly, Mr. Fiorella, did you prepare or 1 testimony at Lines 217 to 219 where you state that
2 have prepared under your supervision and control 2 your proposed adjustment simply asks the Commission
3 surrebuttal testimony on behalf of North Shore and 3 to substitute the 2007 depreciation reserve value
4  Peoples Gas numbered as Exhibit SF-4.0 with a total 4  for the 2006 value.
5  of 13 attachments consisting, as to North Shore, 5 Isthat what you said there?
6  with -- beginning with SF-4.1 through 4.6, and as 6 MR. RATNASWAMY: Ms. Soderna, you said you were.
7  toPeoples, SF-4.1 through 4.7? 7  Actualy, thefirst word is "his."
8 A. Yes, sir. 8 MS. SODERNA: Right. His proposed adjustment.
9 Q. Allright. Andif | wereto ask you the 9 THE WITNESS: Yes.
10 questionsthat appear in the narrative portion of 10 BY MS. SODERNA:
11  that testimony, would you give the answers that are 11 Q. But the Company's proposed to adjust the
12  stated therein? 12 actual plant in service as of September 30th, 2006
13 A. Yes, | would. 13 with fiscal 2007 capital additions, correct?
14 Q. And are those answers true and correct? 14 A. The Companies have proposed a 2007
15 A. Yes, they are. 15  adjustment to reflect 2007 fiscal additions.
16 MR. RATNASWAMY: Y our Honor, | would moveinto|16 Q. And by these adjustments, aren't the
17  admission the exhibits we have discussed. And 17  Companies asking the Commission to substitute the
18  unlessyour Honor wishesit, | will not name all 50 18 2007 plant value for the 2006 value?
19 orsoagain. 19 A. No.
20 JUDGE MORAN: They're already on record. 20 Q. How would you characterize it?
21 Is there any objection to any of those 21 A. Just what | had said earlier.
22 exhibits or attachments as described by 22 We're asking for the Commission to
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1 includein rate base the Company's fiscal 2007 1 Q. And further down at Lines 167 to 171, you
2 capital additions. That does not supplant a plant 2 takeissue with two of the Commission cases cited
3 balance. 3 by GCI witness Mr. Effron in hisrebuttal, correct?
4 In conjunction with that, we've made 4 A. Yes.
5 adjustments for, you know, depreciation and 5 Q. And you -- your point there was that those
6  reserve, you know, deferred taxesto be consistent. | 6  two cases cited by Mr. Effron in those examples,
7 Q. Okay. Well, well refer to Lines 220 to 7  therewasnoincrease in net plant, and that
8 221 of your rebuttal where you state, If thistype 8 judtified the Commission's determination not to
9  of adjustment was proper, the utilities would be 9 adjust the depreciation reserve, right?
10 ableto claim other costs and expenses based on 10 A. Yeah, pretty much.
11 2007 balances that would have resulted in rate 11 Q. Youdid not, however, take issue with the
12 relief, referring to Mr. Effron's adjustments; is 12 primary casescited by Mr. Effron in his rebuttal
13  that right? 13 testimony which were Docket Nos. 01-0432, the
14 A. Yes 14  lllinois Power Company, and 03-0009, Union Electric
15 Q. Butinyour testimony, you did not citeany |15 Company, both delivery service cases, did you?
16  other rate base componentsto 2007 balancesthat |16 A. No.
17  you could have claimed but did not; isn't that 17 Q. Andin those cases, the companies did have
18  true? 18 anetincreasein plant, right?
19 A. We made acouple other rate base 19 A. I'd havetolook. I don't recall off the
20  adjustments. 20  top of my head.
21 Q. But in the context of this testimony, you 21 Q. Okay. Areyou familiar enough to know
22 didn't citeto any other -- an example of thetype |22 whether the Commission did except adjustments to
Page 114 Page 116
1  of rate base components -- 1  recognize post-test year growth in the accumulated
2 A. Oh. No. 2 reservefor depreciation and amortization as
3 Q. --that you could have claimed, but did 3 offsetsto adjustments for post-test years
4 not? 4  additionsto plant in service in those cases?
5 A. No, | didn't give any examples, right. 5 A. Youknow, at thetime | was doing my
6  That'swhat your questionis. That's correct. 6 testimony, | went back and looked at all the
7 Q. Andyou did not quantify the effect -- you 7 orders, but I don't recall right now what wasin
8 did not quantify the effect of restating any of the 8  those ordersunless | had them in front of me.
9  other rate base components because you didn't cite | 9 Q. Okay. Moving on inyour surrebuttal at
10 toany, correct? 10 Lines172to 174, same page, Page 8, you again make
11 A. Right. | --yes, | -- the point was that | 11  referenceto -- or you make reference to the
12 wastrying to say that he was changing the test 12 Commonwealth Edison delivery service case, the last
13  year and | didn't go through awhole -- you know, |13  delivery service case, 05-0597, correct?
14  dothat, you know, come up with all kinds of 14 A. Yes.
15  adjustments, what they would be, if that's your 15 Q. Andin that case, you note that the ICC
16  question. 16 regected Mr. Effron's proposed adjustments to
17 Q. Okay. We'regoing to moveto your 17  depreciation reserve, right?
18  surrebuttal testimony, Page 8. Line 161 iswhere |18 A. Yes.
19  you begin talking about depreciation reserve, 19 Q. Areyou awarein that docket number,
20  correct. 20  05-0597, the Commission accepted an adjustment to
21 Areyou there? 21  increase revenues by approximately 13 millionin
22 A. Yes 22 association with the post-test year plant additions
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1  related to serving new customers? 1 havethey?

2 A. No. But, again, you know, the point I'm 2 A. | don't know. | would think the sales

3 making hereisthat it was a situation similar to 3 model would track that, but I'm not specifically

4  Peopleswherel think Mr. Effron and the Commission| 4  sure.

5 staff has accepted that there is growth, because 5 Q. Okay. Next, I'm going to ask you afew

6  they both accepted the fiscal '07 additions of $96 6  questionson invested capital tax. I'm goingto

7  million. So everybody'skind of agreeing there's 7  refer to your rebuttal testimony, Page 15, at Lines

8  growth. 8 322 to 324 where you note that you presented a

9 So with that, | -- | think these cases 9  revised calculation of the pro formainvested
10 areon poaint, and it'sthe case in point where this 10 capita tax?

11  typeof adjustment, you know, is not appropriate. 11 A. Yes
12 Q. Okay. Going back to my previous question 12 Q. And associated --
13  regarding ComEd's -- the plant additions related to 13 A. Okay. Yes.
14  serving new customers, | know that you said that 14 Q. -- correct?
15  you'renot familiar with that particular 15 And the -- the Company's pro forma
16 circumstancein that case; but in theserate 16 invested capital tax assumes that the companies get
17  proceedings, the current rate proceedings, Peoples 17 100 percent of their requested rate increases,
18  Gasand North Shore areincluding plant additions 18 right?
19  toserve new customersin their adjustments for 19 A. Yes, a thetime of the -- on direct, |
20  post-test year plant additions, right? 20  gponsored the invested capital tax based on a
21 A. Peoples serviceterritory islimited. | 21 hundred percent of therev req at that time. On
22 mean, | don't know what kind of growth they might |22  rebuttal, | sponsored --
Page 118 Page 120

1  belooking at, but... 1 Q. Rev reg being revenue requirement?

2 Q. Wadll, that doesn't really answer the 2 A. Revenue requirement.

3 question. 3 On rebuttal, I've revised that number

4 Are you familiar whether the companies 4 downward and sponsored an invested capital tax

5 areincluding plant additions to serve new 5  based on that -- hundred percent of that number,

6 customersin their adjustments for the post-test 6 likeyou said --

7 year plant additions? 7 Q. Right.

8 A. 1 don't know exactly what the $95 million | 8 A. --s0,Yyes.

9 attributable to, | mean, as far as new customers. 9 Q. And hasthe Company stated in its response
10 | know, you know, we annually spenda |10  to Staff Data Request DLH 26.01, because thisisa
11 number like that just to maintain our facilities. 11  derivative adjustment if the approved rate
12 It'sanongoing investment in our infrastructure. |12 increases are |ess than requested, the pro forma
13 | mean, Peoples spends 75 to $110 million every |13  invested capital expense will have to be
14  vyear. 14  readjusted, correct?

15 Q. And at least some portion of that 15 A. Yes, | agree.

16  expenditure relates to new business? 16 Q. Okay.

17 A. Yeah, | haveto agree with -- yeah. Yes-- |17 A. Hm-hmm.

18 Q. Okay. 18 Q. Isitpossible that an increase in income

19 A. --there are some new customers. 19 resulting from anincrease in rates, if the Company
20 Q. Andinthiscase, the companieshavenot (20 wereto be granted arate increase in this case,

21  proposed increase revenues for the salestonew |21 could also lead to an increase in the dividends

22 customers being served by those plant additions, |22  that the companies pay out to their shareholders?
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1 MR. RATNASWAMY: : | object totherelevanceof | 1 Areyou asking, isthis ageneric
2 thequestion. Also, | don't see anywhereit's 2 question or isthis aquestion for the companies?
3 within the scope of histestimony. 3 MS. SODERNA: Isthat sort of ageneral question
4 MS. SODERNA: Well -- 4  regarding --
5 JUDGE MORAN: Ms. Soderna? 5 JUDGE MORAN: Not specifically to the companies?
6 MS. SODERNA: Mr. Fiorella does quantify the 6 It'slikeahypothetical --
7  exact -- investment capital tax and this goesto 7 MS. SODERNA: No, it's specific to the
8  other potentially contributing factorsto the 8  companies.
9  determination of the investment capital tax. 9 THE WITNESS: | don't know about dividend policy
10 JUDGE MORAN: I'll allow the answer. 10  and how it works within the company. I'm not the
11 THE WITNESS: I'dliketo refer to aresponse | 11  proper witness.
12 gave DLH 18.01. It -- theresponse to this, | 12 MS. SODERNA: Okay. That'sall | have.
13  think, isthe same question. 13 Thank you very much.
14 The additional operating income 14 THE WITNESS: Thanks. Thank you.
15  requirement was calculated based on the Company's |15 JUDGE MORAN: Okay. Andwho else has cross?
16  proforma5644 capital structure they maintained 16 Staff?
17  throughout the period of calculation. Therefore, 17 MR. FEELEY: Staff has no cross, but we have two
18 no explicit dividend adjustment was performed. 18  crossexhibits.
19 Application of the Company's pro forma 19 JUDGE MORAN: Oh, that'sright. Thingsto do.
20 5644 capital structure to the entire year's results 20
21  contains an inherent dividend policy of maintaining |21
22 theproformacapital structure at al times and, 22
Page 122 Page 124
1 thus, explicit modeling of the dividend under these 1 (Whereupon, Staff Cross
2 conditions would lead to the same results as 2 Exhibit Nos. 1 and 2 were
3 already provided. 3 marked for identification
4 So the dividends would have no impact on 4 as of this date.)
5 thetest year, so that's why we've included the 5 CROSS-EXAMINATION
6 revised investment capital tax at each stage of the 6 BY
7 of thegame. 7 MR. FEELEY:
8 BY MS. SODERNA: 8 Q. Mr. Fiorella, do you have in front of you
9 Q. Okay. I'm not sure that that really answer 9  what's been marked for identification as |CC Staff
10  answered my question. 10  Cross Exhibit No. 1?
11 A. Okay. 11 It's the Company's data request response
12 Q. Letmeaskitagain. 12 toDLH 26.01.
13 A. Yeah, askitagain. I'mnot... 13 A. Yes, gr.
14 Q. | want tokeep it smplefirst -- 14 Q. Doyou aso havein front of you what's
15 A. Okay. 15  been marked for identification as | CC Staff Cross
16 Q. --thatisit possiblethat anincreasein 16  Exhibit No. 2? It's Company's response to DLH
17  income results from an increasein rate could lead 17 18.01.
18 toanincreaseinthedividendsthat the companies |18 A. Yes
19 pay? 19 Q. And are you responsible for the responses
20 MR. RATNASWAMY: : | would now object onthe20  to those data requests?
21 groundsit callsfor speculation -- 21 A. Yes.
22 JUDGE MORAN: Yeah, I'mwondering myself. |22 MR. FEELEY: Okay.
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1 At thistime, Staff would move to admit 1 I'll just give you a series of statements that
2 into evidence ICC Staff Cross Exhibit No. 1. It's 2 reflect my understanding and you can correct me if
3 the Company'sresponseto DLH 26.01. AndICC Staff | 3 I'mwrong.
4 Cross Exhibit No. 2. It's Company's response to 4 The increase in revenues coming from a
5 DLH18.01. 5 rateincrease approved by the Commission could
6 JUDGE MORAN: Okay. I'm not sure that that 6 theoretically, if the company changed its policy,
7  objection goes to the remaining parties. | think 7  lead to anincrease in dividends payout as a matter
8 itis--and | think that could have been 8 of simple mathematics?
9  introduced during regular cross-examination. 9 A. | guess--yes, | guessthat could happen.
10 (Pause.) 10 Q. And-- and what isthe basis for the
11 JUDGE MORAN: There may be one matter that could| 11  investment capital tax?
12  beraised asan objection by other parties. 12 A. | believeit'sthe capitalization of the
13 Have parties seen this exhibit? 13 company and it's .008 times that base.
14 MR. FEELEY: Wédll, data request responses, in 14 Q. And that would include retained earnings?
15 genera, are served on al the parties. 15 A. Yes, gir.
16 JUDGE MORAN: Yeah -- al the parties, havethey |16 Q. Soif the Company paid out morein
17  not? 17  dividends, it would have less retained earnings?
18 MR. FEELEY: Yeah. 18 A. That'sright.
19 JUDGE MORAN: Okay. | seeno problemin 19 Q. And| believe your answer was that the
20  admitting these cross exhibitsin the testimony of 20  Company's position is to maintain the capital
21  Mr. Fiorella, so they are admitted. 21  structurethat you've-- in that case. Sothatin
22 MR. FEELEY: Thank you. 22 order to do that, if there were achangein
Page 126 Page 128
1 That's al we have for Mr. Fiorella. 1  dividends, your test year number would be the same?
2 (Whereupon, Staff Cross 2 MR. RATNASWAMY : I'm going to object that |
3 Exhibit Nos. 1 and 2 were 3 think that's beyond the scope of his testimony.
4 admitted into evidence as 4 I'mnot sureit's an accurate characterization of
5 of this date.) 5 what he said earlier either.
6 JUDGE MORAN: Okay. And who €else has 6 JUDGE MORAN: I'mwondering if there's a better
7  cross-examination? 7  witnessthat that question could be put to.
8 MR. REDDICK: Conrad Reddick with the City of | 8 MR. REDDICK: There probably is. I'll seeif |
9  Chicago, your Honor. 9 canfindit.
10 JUDGE MORAN: Okay. Great. 10 BY MR. REDDICK:
11 CROSS-EXAMINATION 11 Q. If I understood your answer, you're saying
12 BY 12  that athough achange in the dividends paid out
13 MR. REDDICK: 13  could change the basis on which the invested
14 Q. Good morning, Mr. Fiorella. 14  capital tax is computed, the Company's position in
15 A. Mr. Reddick. 15 thiscaseisto maintain the proposed capital
16 Q. Am| okay on the microphone? | can't tell. 16  structure.
17 More? Better? 17 Therefore, it would not change the
18 Okay. I'd liketo go back to the 18 Company's capitalization or the invested capital
19 investment capital tax that Ms. Sodernawastaking |19  tax?
20  with you about, seeif | can clarify for myself 20 A. Yes.
21 your answer. 21 Q. Okay.
22 If | understood the answer you gave, 22 A. I 'mean, | cantell you | do know we rolled

15 (Pages 125 to 128)



Page 129 Page 131
1 inour-- 1  the period during which the approved rates arein
2 Q. | think you answered my question. 2 place?
3 A. Okay. That'sfine. 3 A. Generaly, that sounds acceptable
4 JUDGE MORAN: | think -- alow the witnessto 4 rate-making.
5 finish what they're saying. 5 Q. Sointhiscase, since you both have the
6 MR. REDDICK: | was afraid more complications, | 6  same standard, you ssimply disagreed with Mr. Effron
7 but I'm happy to let him go. 7  whether the circumstances of this case warrant a
8 THE WITNESS: That'sfine. 8  depreciation adjustment?
9 JUDGE MORAN: Okay. 9 A. 1 don't know if that characterization is
10 THE WITNESS: Thank you. 10 accurate.
11 BY MR.REDDICK: 11 The specifics of this case are that we
12 Q. Inyour surrebuttal testimony, you 12 havean adjustment to additions. We've made an
13  discussed certain prior Commission decisions. And |13 adjustment to depreciation relative to those
14 | believe you agreed with Mr. Effron at 14 additions. We've made an adjustment to the reserve
15 approximately Line 165 of your surrebuttal that the |15  relative to those additions. We've made an
16 circumstances of each individual case should 16 adjustment to deferred taxes relative to those
17  control whether or not there is an adjustment for 17  additions. End of story.
18 accumulated depreciation reserves. 18 Mr. Effron is making an adjustment to
19 A. | agreed with Mr. Effron that each case 19 thereservefor depreciation for awhole 'nother
20  should be judged by its own merit. 20  year for plant that wasin service 50 years ago.
21 Q. Yes 21 It'snot appropriate. It'sviolating the test
22 A. But not in conjunction with those other 22 year, and that's my argument.
Page 130 Page 132
1 orders. | mean, it was like a generic question, 1 Q. | understand your argument. The question
2 and| said, yeah, every case should be judged on 2 iswhether you're disagreeing with Mr. Effronis
3 itsown merits. 3 whether the facts of this case warrant that
4 Q. Wadll, yeah. I'mreferring to your 4 adjustment that he's proposing.
5  testimony now, not to any cases unless you cited 5 A. Thefacts of this case do not warrant that
6  caseshere. 6  adjustment.
7 So that is a correct restatement of your 7 Q. Sotheanswer isyes?
8 testimony at Lines 1677 8 JUDGE MORAN: Yestowhat? | mean, I'm lost.
9 A. At 167, say, yes, every case should be 9 BY MR.REDDICK:
10  judged -- should be decided upon the particular 10 Q. Referring to the schedules that you've --
11 factsand/or circumstances of that case. 11  the proposed post-year (sic) capital additions for
12 Q. Now, specifically, would you agreethat any |12  Peoples Gasin this case are several times the
13 proforma adjustments for capital additions or 13 capital additions the Company has made over the
14  depreciation should be reflective of thecostsand |14 period of the last ten years; isthat correct?
15  revenuesthat will bein place during the period 15 A. No.
16 theapproved rates are in place? 16 Q. Itisnot?
17 A. Canyou read that back, please. 17 A. It'snot. They'renot severa times, no.
18 Q. Sure 18 Q. What are the numbers?
19 Do you agree that the effect of any 19 A. Theadditions we're proposing that we've
20  approved pro forma additions to rate base or 20 agreedtoin this case are about $96 million.
21  depreciation adjustments should bereflectiveof |21 That's after we've accepted staff's and Effron's
22 the costs and revenues that will be expected for 22 pared back -- pared back CAPX -- capital
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1  expenditure number. 1  of the Company's --
2 We proposed 104 million. We've now kind | 2 A. Yes.
3 of agreed on anumber of about 96. That's, 3 Q. Andyou're sponsoring the -- Company's test
4  generaly speaking, what we spend every year. So | 4  casefor depreciation adjustments?
5 it'snot dramatically increased. Or | don't know 5 A. Yes, but -- okay. | misunderstood your
6  what your -- 6  question, the way you asked it.
7 Q. Isthat agross number or anet number? 7 | thought you're telling meto roll '07
8 A. What do you mean by gross or net? 8 androll '06 and come up with a depreciation
9 Expenditures -- 9  number. Isthat --
10 Q. After depreciation. 10 Q. Yes.
11 A. Oh. Oh, we've had most any -- it's gross. 11 Can you do that?
12 It'snot -- if that's your terminology. Capital 12 A. Yes.
13  expendituresis-- are not reflective of 13 Q. Mathematically, if the Commission approved
14  depreciation, the 95 million. 14 apro formaadjustment for depreciation, an
15 Q. Now, | understand your position on the 15  adjustment to accumulated depreciation for 2007,
16 depreciation for plant already in service, but it 16 that would partly offset the effect of the capital
17 istruethat over the period of fiscal year 2007, 17  additions you're proposing for 2007, wouldn't it?
18 therewill be additional depreciation on that 18 A. 1 don't understand your question. Can you
19 plant? 19  readit back, please?
20 A. Onwhat plant? 20 Q. If the Commission approved an adjustment to
21 Q. Onthe plant that isin service in 2006. 21  accumulated depreciation for 2007 --
22 A. Yes. 22 A. Okay.
Page 134 Page 136
1 Q. Andin-- 1 Q. --that would have the effect of partially
2 A. Andthetest year is 2006. 2 offsetting the revenue requirement effect of your
3 Q. | understand. 3 capital additionsfor 20077
4 A. Okay. 4 A. Oh. Yes
5 Q. Can the depreciation attributable to 2007 5 Q. Would you agree with Mr. Effron's statement
6  gross plant be calculated from approved 6 that the largest elementsin the determination of
7  depreciation rates, the planned capitalizationsin 7  rate base are gross plant, accumul ated
8 2007 and the 2006 plant in service? 8  depreciation, and the ADIT?
9 A. I'msorry. Canyou read that back? 9 JUDGE MORAN: Do you have areference for that
10 Q. Canyou caculate depreciation for 2007 10 testimony for Mr. Effron?
11  based on approved depreciation rates, the planned 11 MR. REDDICK: Effron rebuttal, Line 78.
12 2007 capital additions and the 2006 gross plant? 12 JUDGE MORAN: Okay.
13 A. Canl? 13 THE WITNESS: I'mlooking at one of my exhibits
14 Q. Cananyone? 14  toseethe numbersto see.
15 A. | assume so. 15 Yes, | agree with that statement.
16 | don't know. | mean, | say | could, if 16 MR. REDDICK: A number of my gquestions were
17  you asked me, rough cut, come up with some number. |17  touched on by Ms. Soderna, so let me strike afew
18 | don't know what you're -- 18 thingshere. If | can have a moment.
19 Q. Widll, you are proposing the Company's -- 19 Excuse me, your Honor. | need to get a
20 A. I'msorry. What? 20  pieceof paper.
21 Q. You are proposing the Company'sfiguresfor (21 JUDGE MORAN: Sure.
22 plantin service? You're sponsoring that element 22  BY MR. REDDICK:
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1 Q. Mr. Fiordla, Ms. Soderna discussed with 1  consolidated.
2 you the Commission decisionsin the lllinois Power 2 MR. REDDICK: Okay.
3 Docket, 01-0432, and the Union Electric 3 JUDGE MORAN: And now you are showing?
4 consolidated docket, 03-0008, 0009 and 02-0798. 4 MR. REDDICK: No, I'm showing him the entire
5 | believe your testimony was that you 5  order.
6  had referred to those decisions during the 6 JUDGE MORAN: On?
7  preparation of your testimony, but you did not 7 MR. REDDICK: Effron's--
8  currently recal the holdingsin those cases. Is 8 JUDGE MORAN: -- computer --
9 that accurate. 9 MR. REDDICK: -- 03-0008, 9, and the other case
10 A. Yeah, that's accurate. 10 onacomputer.
11 Q. Would seeing a copy of the decisions 11 JUDGE MORAN: I'm wondering, Mr. Reddick, how
12 refresh your recollection? 12 many more questions do you have for Mr. Fiorella?
13 A. Yeah, please. 13 MR. REDDICK: Five.
14 MR. REDDICK: Y our Honor? 14 JUDGE MORAN: Arethose questions all pertaining
15 JUDGE MORAN: Arethose decisionsvery lengthy?|15  to this particular question that isinvolving both
16 MR. REDDICK: I'm sorry? 16 thereading of orders and computers?
17 JUDGE MORAN: Arethose decisions very lengthy?| 17 MR. REDDICK: | can't say. Possibly, depending
18 MR. REDDICK: They are, but these are excerpts. 18 onhisanswer.
19 JUDGE MORAN: Oh, great. Then that's perfect. 19 JUDGE MORAN: Only because asyou -- as | think
20 And even though they're excerpts, | 20  you're becoming aware, it's very difficult to be
21  assume they're excerpts within the full context 21  reading an order in thiskind of situation. So |
22 of -- 22 would at least like to give the witness five
Page 138 Page 140
1 MR. REDDICK: Yes. 1 minutesto be ableto do that.
2 JUDGE MORAN: Thank you. 2 So I'm wondering if you could do your
3 MR. REDDICK: The entire section of the order. 3 other questions and then we can take a break.
4 JUDGE MORAN: All right. Sothatisan 4 MR. REDDICK: WEéll, perhaps we can take a break
5  explanation of what you are showing the witness. 5 and | can show him everything I might ask him about
6 MR. REDDICK: | apologize. | should have done 6 andwecan--
7 that. 7 JUDGE MORAN: Okay. Thenthat'sfine. We will
8 JUDGE MORAN: That's okay. 8  break for five minutesin order to enable the
9 MR. RATNASWAMY: Mr. Reddick, do you havefor | 9  cross.
10 thisorder on rehearing Page 4? 10 (Recess taken.)
11 MR. REDDICK: Did | skip a page? 11 MR. REDDICK: Thank you, your Honor. | think
12 MR. RATNASWAMY: Well, it startsinthemiddle |12  we've convinced ourselves of the wisdom of
13 of staff's position and then it hasthe AG's 13  approaching at ahigher level, so let me attempt to
14  position. 14 dothat.
15 MR. REDDICK: | haveit on my computer, if you 15 JUDGE MORAN: Okay. That'sfine.
16  want. Which order isthat, Mr. Ratnaswamy? 16 BY MR.REDDICK:
17 MR. RATNASWAMY : Order on rehearing dated -- the|17 Q. Inyour rebuttal testimony at Line 168, you
18 dateisnot on these pages. 18 identified a CILCO docket and a CIPS docket as,
19 MR. REDDICK: It should be on the first page. 19  quote, the cases cited by GCI witness Effron, end
20 MR. RATNASWAMY: It'snot. 20  quote, respecting a depreciation adjustment; is
21 MR. REDDICK: Which case? 21  that correct?
22 MR. RATNASWAMY: On 027 -- 02 -- 02-0798, 22 A. I'mlooking.
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1 Rebuttal at 116? 1 reason| referred tothe cases| didisthat |
2 Q. | have 168. 2 thought they were on point.
3 A. | havethat as capital additions. 3 Q. Okay. I'll try to keep it so that you
4 MR. RATNASWAMY: : | think you'retalkingabout| 4 don't haveto do that.
5 hissurrebuttal. 5 A. Okay.
6 MR. REDDICK: I'm sorry. 6 Q. Doesn't at least one of those cases involve
7 THE WITNESS: Oh. 7 aCommission decision not to approve a pro forma
8 JUDGE MORAN: Yeah. 8  capita addition adjustment because the
9 Surrebuttal ? 9  depreciation over the period that was being
10 BY MR.REDDICK: 10 requested for the CAPX was larger than the proposed
11 Q. Yes 11  CAPX?
12 JUDGE MORAN: Yes. 12 A. | think that was the one of the decisions
13 THE WITNESS:. Okay. 13 that | referred to in surrebuttal, not one of the
14 Okay. Yes. 14 onesyou just talked about.
15 BY MR. REDDICK: 15 Q. Okay.
16 Q. Right line, wrong testimony. 16 A. It was negative plant growth and that was
17 However, you are aware that those two 17  thepoint.
18 decisionsthat you referred to are not the only 18 And when they do this case-by-case
19  onesthat Mr. Effron discussed in histestimony; is 19 thing, | arguethat it seemsthey rely on staff and
20  that correct? 20 assuch--
21 A. Yes. 21 Q. You're opposed to reliance on staff?
22 Q. Infact, he discussed several such 22 A. I'msorry. What?
Page 142 Page 144
1  decisionsin hisrebuttal testimony? 1 Am | what.
2 A. Yes. 2 Q. Withdrawn. Withdrawn.
3 Q. Andthe principa -- or at least the first 3 A. Oh.
4 onesthat he mentioned were the lllinois Power's 4 Q. And| believe, to eliminate the last
5  01-0432 case and the consolidated case that 5 question, the last case here, | believe you said in
6 included Union Electric of 03-0009; is that 6  responseto one of Mrs. Sodernas -- Ms. Soderna's
7 correct? 7  questionsthat you were not familiar with the
8 A. Yes 8  revenue adjustment in ComEd case 05-05977?
9 Q. And those latter two decisions you chose 9 A. ldontrecal. I'msurel read it at a
10 nottodiscussin your surrebuttal, correct? 10 pointintime, but | don't remember at this point.
11 A. Yes 11 MR. REDDICK: Okay.
12 Q. AndI believe -- well, I should go back. 12 Thank you. That'sall.
13  Let'sdo some foundation. 13 JUDGE MORAN: Thank you, Mr. Reddick.
14 Having reviewed some of the decisions 14 And --
15  that were mentioned prior to our break, haveyou |15 MS. LUSSON: | have no questions for
16  refreshed your recollection at least partially as 16 Mr. Fiordla
17  tothe content of those decisions? 17 JUDGE MORAN: No questions.
18 A. Yes, partidly, but | can't tell from 18 Okay. Does anybody €else have questions
19 looking at those. | think I'd haveto do even more (19  for Mr. Fiorella?
20  research asto testimony asto wherethetest year |20 Okay. Youwant to do --
21 wasinrelationto oursand if it's on the point. 21 MR. RATNASWAMY:: Can we have amoment?
22 | don't think they were and | think the 22 JUDGE MORAN: Redirect on-- sure. Takea
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1  minute. 1 1.0, 1.1, 1.2; and asto North Shore, 1.0, 1.1 and
2 (Pause.) 2 122
3 JUDGE MORAN: Isthere any redirect? 3 A. Correct.
4 MR. RATNASWAMY:: Very brief, your Honor. | 4 Q. Allright. Andif | asked you the
5 JUDGE MORAN: Okay. Please proceed. 5 questionsthat appear in the narrative portions of
6 REDIRECT EXAMINATION 6  those testimony, would you give the same answers?
7 BY 7 A. Yes
8 MR. RATNASWAMY:: 8 Q. And are those answers true and correct?
9 Q. Mr. Fordla, isit correct that you read 9 A. Yes
10 thetestimony of the staff intervenor witnesses who |10 Q. Ms. Kallas, isit aso correct you prepared
11 tedtified on revenue requirement issuesin this 11  rebuttal, combined rebuttal testimony on behalf of
12 case? 12  theutilities consisting of North Shore and
13 A. Yes 13 Peoples Gas Exhibits LK-2.0, 2.1-N, 2.1-P, asin
14 Q. Tothe best of your recollection, did any 14  Peoples, 2.2-N, 2.2-P and 2.3?
15  staff or intervenor witness at any point in their 15 A. Correct.
16 testimony ever propose that the pro formacapital |16 Q. Allright. Andif | asked you the
17  additions adjustments of utilities be reduced or 17  questionsthat appeared in the narrative testimony,
18 offset for any alleged revenues coming from 18 would you give the same answers?
19  customer growth associated with those additions? |19 A. Yes.
20 A. No. 20 Q. And are those answers true and correct?
21 MR. RATNASWAMY: : No further. 21 A. Yes
22 JUDGE MORAN: Any recross? 22 Q. And, finaly, isit correct that you
Page 146 Page 148
1 Okay. With that, Mr. Fiorella, you are 1  prepared or had prepared under your supervision and
2 excused. 2 control surrebuttal testimony on behalf of the
3 (Pause) 3 utilitiesidentified as North Shore and Peoples Gas
4 JUDGE MORAN: Okay. Thethird witnesswehave | 4  Exhibit LMK-3.0?
5 uptoday isanother Company witness, Ms. Kallas. 5 A. Correct.
6  Andyou have been sworn. 6 Q. Andif | asked you the questions that
7 THE WITNESS. Yes. 7  appeared in those testimony, would you give the
8 LINDA KALLAS, 8  sameanswers?
9 caled asawitness herein, having been first duly 9 A. Yes isit.
10  sworn, was examined and testified as follows: 10 Q. And are they true and correct?
11 DIRECT EXAMINATION 11 A. Yes.
12 BY 12 MR. RATNASWAMY:: All right. Your Honor, | would
13 MR. RATNASWAMY:: 13 move the admission of North Shore exhibits LK-1.0,
14 Q. Ms. Kallas, could you please state your 14 11and1.2, PeoplesLK-1.1.0, 1.1and 1.2,
15  name and spell your last name for the record. 15  North Shore and Peoples LK-2.0, 2.1-N, 2.1-P,
16 A. LindaKalas, K-al-I-as. 16 2.2-N, 2.2-Pand 2.3; and, finally, North Shore and
17 Q. Ms. Kallas, isit correct that you prepared 17  Peoples Exhibits LK -- LMK-3.0.
18  or had prepared under your supervision and control 18 JUDGE MORAN: Okay. Arethereany objectionsto
19  direct testimony on behalf of each of the 19 theadmission of any of those testimonies or
20  Peoples Gas, Light and Coke Company and North Shore |20  attachments?
21  Gas Company consisting of exhibits, asto Peoples, 21 Hearing none, they are admitted subject
22 LK-1.0including attachments through 1.2, and -- so 22 toany cross.
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1 (Whereupon, North Shore/Peoples 1 thewholeorder. | -- | looked through it to see
2 Exhibit Nos. LK-1, LK-2 and LK-3 2 if I could find some discussion of that issue.
3 were admitted into evidence as 3 Q. Anddoyou recal if there -- if thiswasa
4 of this date.) 4 contested issuein the case?
5 MR. RATNASWAMY: And we would tender Ms. Kallas| 5 A. | don't believeit was, the liability side.
6  for cross-examination. 6 Q. I'msorry?
7 JUDGE MORAN: Thank you. 7 A. Theliability aspect was not.
8 MS. SODERNA: | can start. 8 Q. Okay. Wastheissue -- was the OPEB issue
9 JUDGE MORAN: Very good. 9  directly discussed in the Commission's final order?
10 Thank you. 10 A. | believe related to the expense from prior
11 CROSS-EXAMINATION 11  yearsother than the test year.
12 BY 12 Q. The pension expense, correct?
13 MS. SODERNA: 13 A. I'd haveto go back and ook back.
14 Q. Good morning, Ms. Kallas? 14 My understanding was it was actually the
15 A. Good morning. 15 OPEB expense, but...
16 Q. Julie Soderna, and | represent the Citizens 16 Q. Okay. | have actualy -- | have the orders
17  Utility Board. 17  with me, if thiswould help you recall.
18 | have just afew questions for you on 18 JUDGE MORAN: And can you identify what you're
19  theother post-employment benefitsissue. And I'll 19 going to be showing the witness?
20  refer you first to your rebuttal testimony, 20 MS. SODERNA: Sure.
21  Page 13, Lines 266 to 268. 21 I'll be showing the witness -- thisis
22 JUDGE MORAN: I'm sorry. Was that rebuttal ? 22  thefinal order in Docket 05-0597, and I'll turn it
Page 150 Page 152
1 MS. SODERNA: Rebuttal, right. 1 tothe appropriate page, which is 58 of that order.
2 THE WITNESS: I'm sorry. What were the lines 2 BY MS. SODERNA:
3 agan? 3 Q. |, of course, printed out the entire order
4 BY MS. SODERNA: 4 for completeness.
5 Q. 266 to 268. 5 A. Hopefully --
6 Actually, the sentence starts on 6 JUDGE MORAN: Good.
7 Page 12, Line 265 and continuesto Line -- 7 And your question was?
8 A. Okay. 8 MS. SODERNA: | don't think there was a question
9 Q. -- 269 on Page 13. 9 pending. | wasjust going to give her asecond to
10 And | won't reiterate the whole 10 reviewit.
11  sentence, but inthat -- in that testimony, you 11 JUDGE MORAN: Okay.
12 refer to the Commission's decision in Docket 12 BY MS. SODERNA:
13 No. 05-0597, Commonwealth Edison's last rate case; |13 Q. | just wanted to confirm my understanding
14 isthat right? 14  that thissection of the order is -- actualy
15 A. Correct. 15 relatesto pension expense, not to the OPEB
16 Q. Andyou state that the Commission did not 16 expense
17  adjust rate base by the accrued -- I'll call it 17 A. Thetitletalks both, but the actual
18 OPEB (phonetic) liability, right? 18 information -- you'reright -- isrelated to
19 A. Correct. 19  pension.
20 Q. Didyou review the Commission'sfinal order |20 Q. Okay. And, actualy, at Page 54 of the
21  in Docket 05-0597 in making this observation? 21  Commission order in that case, which you can turn
22 A. | reviewed -- | don't know if | reviewed 22 toand | have another sheet here, the Commission
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1 itemizesthe approved rate base. 1 A. Yes.
2 Do you see that? 2 Q. And under operating reserves are three
3 A. Yes 3  separateitemslisted: The accumulated provision
4 Q. And under -- the second item under 4  forinjuries and damages, accumulated provision for
5  deductions from rate base is operating reserves. 5  pensions and benefits and accumulated miscellaneous
6 Doyou seethat? 6  operating provisions; isthat right?
7 A. Yes 7 A. Correct.
8 Q. And the amount listed is 259,980,000, 8 Q. Okay. Thefirst item that -- the amount
9 right? 9 attributable to the first item, injuries and
10 A. Yes. 10 damages, under jurisdictional rate base, is
11 Q. Andisthiswhat you based your conclusion |11 54,210,000, correct?
12 that the Commission did not adjust rate base by the |12 A. Yes.
13 accrued OPEB liability on? 13 Q. And the second item is accumulated
14 A. The-- 1 don't know if it was this 14 provision for pension and benefits, which is
15 particular schedule but it was specifically looking |15 205,770,000, right?
16  for adeduction for OPEB. 16 A. Correct.
17 Q. Andyou didn't find one? 17 Q. And, together, those add up to up to bring
18 A. Atthislevel, correct. 18 thetotal to what we previously discussed wasin
19 Q. Okay. Didyou analyze the componentsof |19  the order of 259,980,000 --
20  the operating reserves as determined by the 20 A. Yes.
21  Commission in this case? 21 Q. --right?
22 A. 1 would say inthelast few weeks, yes. At 22 And the second item again is the
Page 154 Page 156
1  thetimel was preparing this, | had not seen the 1 provision for pensions and benefits. So that
2 schedules. 2 includes more than just the OPEB expense, correct?
3 Q. Okay. So haveyou reviewed the -- the 3 A. Right.
4 Company's Part 285 Schedule B-10 filing? 4 MS. SODERNA: Okay. Your Honors, would you like
5 A. Do you have acopy of it? 5 acopy of this?
6 Q. I do. 6 JUDGE MORAN: Wédll, I'm wondering if you --
7 JUDGE MORAN: Which Company's? 7 MS. SODERNA: Should | mark it isas across
8 MS. SODERNA: Thisisfrom the ComEd, 05-0597. | 8  exhibit?
9 JUDGE MORAN: Okay. So al these questions -- 9 JUDGE MORAN: If you --
10 MS. SODERNA: Right. 10 MS. SODERNA: Y eah.
11 JUDGE MORAN: -- relateto this-- 11 JUDGE MORAN: -- intend to have this admitted
12 MS. SODERNA: That'sright. The order | was 12 intothe record.
13 just showing her and this-- 13 MS. SODERNA: Yeah, | actualy --
14 JUDGE MORAN: Okay. 14 JUDGE MORAN: Or --
15 BY MS. SODERNA: 15 MS. SODERNA: -- | would like to mark it as --
16 Q. And what I'm about to show the witness 16 JUDGE MORAN: You should still mark it so that
17  the--it's part of the Company's Part 285 entire 17  there-- the record will reflect --
18  filing. It's Schedule B-10. And I'm going to 18 MS. SODERNA: Right.
19 referyouto Page2. Thisisall six pages of the 19 JUDGE MORAN: -- what is being made reference to
20  schedule. 20  here
21 And the first item under description is 21 MS. SODERNA: Arewe -- how are we marking
22 operating reserves; isthat right? 22 things? Thiswill bethe third cross exhibit.
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1 Shouldit be CUB Cross Exhibit 1 or -- 1  document or just the order? And maybe I'll put
2 JUDGE GILBERT: Yes. 2 that question to you, Ms. Kallas.
3 JUDGE MORAN: Yes. 3 THE WITNESS: At the time of my rebuttal
4 MS. SODERNA: Want to do it that way? 4 testimony, | just reviewed the order.
5 JUDGE MORAN: Hm-hmm. 5 JUDGE MORAN: Okay. At thetime of your
6 Okay. 6  surrebuttal testimony, did you review anything
7 (Whereupon, CUB Cross Kallas 7  else?
8 Exhibit No. 1 was 8 THEWITNESS: | did. | had looked at that. |
9 marked for identification 9  ill wasn't sure what it represented, but | did
10 as of thisdate.) 10 seethat at that point then, the exhibit.
11 JUDGE MORAN: It should be CUB CrossKallas1. (11 JUDGE MORAN: Okay. Counsel, do you have
12 MS. SODERNA: CUB CrossKallas -- 12  objectionor --
13 JUDGE MORAN: That way, you'll have a clear 13 MR. RATNASWAMY: Wdll, I'm -- I'm struggling, |
14 indication of wherethat cross exhibit camein on, 14  guess, in two respects.
15  which witness. And then you can continue to number |15 Oneisthat it's a six-page document
16  insequence, but alwaysinclude the witness's name. 16 withalotof linesonit. | think we're only
17 MS. SODERNA: And shall | give one copy to 17  redly concerned in two lines on Page 2.
18 the-- 18 Also, if --if -- | mean, if it's -- if
19 JUDGE MORAN: To the court reporter? Yes. 19 itclear that that Line 2 was the deduction for
20 Actually, for any type of exhibit like 20  OPEB, then -- | mean, if that'sjust afact, you
21  that, you're supposed to have three copies. So if 21  know, we could stipulate to it. | just -- are you
22 you don't have that, | understand, but I'm throwing 22 ableto represent that?
Page 158 Page 160
1 that out to the audience for the future. 1 MS. SODERNA: | mean, maybe | can ask acouple
2 MS. SODERNA: That's actuadly all the questions | 2  additional questions and get the -- you know, see
3 | have. 3 if thewitness will answer the question thenin a
4 I'd like to move for the admission of 4 way that we don't have to enter the exhibit.
5 CUB Cross Exhibit Kallas 1. 5 BY MS. SODERNA:
6 JUDGE MORAN: Okay. Isthereany objection? | 6 Q. | mean, isit your understanding that from
7 MR. RATNASWAMY: | -- I'mnot sureforwhat | 7 looking at this schedule, which you said you
8 purposeit'sbeing offered. Isit being offered 8  subsequently reviewed after drafting your
9 for thetruth of everything on all six pages or 9 testimony, that the accumulated provision for
10 redly -- 10 pension and benefits includes more than just the
11 MS. SODERNA: Redly, it'sjust limited to the 11  OPEB expense?
12 purposes of the cross-examination, which wasto 12 A. AndI can't really say yesfor sure without
13  demonstrate -- what was included in the operating 13 seeing their underlying information, and | did try
14  reserves number in the Commission's order in 14 togotother 10-K, but, unfortunately, because
15 05-0597 -- 15 theinformationisat Exelon level, | couldn't find
16 MR. RATNASWAMY:: In -- 16  gpecificaly ComEd.
17 MS. SODERNA: -- which Ms. Kallas testified that |17 So | can't ahundred percent say that --
18 shereviewed and made the statement in her rebuttal |18  what'sincluded in there. | mean, thetitle might
19 testimony. 19  say that, but how much is pension, how much is OPEB
20 MR. RATNASWAMY: Sois-- 20 | can'ttel.
21 JUDGE MORAN: I'mjust -- I'm not clear. 21 Q. Okay. So-- but you do agree that there's
22 Did Ms. Kallas review this particular 22 some portion of pension expense and some portion of
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1  OPEB, so that this accounts for more than just 1 tothat schedule --
2  OPEB? 2 THE WITNESS: Sorry.
3 A. Youknow, | don't know for sure because 3 JUDGE MORAN: -- you're talking about the
4 depending on how they use that title, it could be 4  schedule that's the cross exhibit?
5 anaccount that would include both. And without 5 THE WITNESS: Y eah, Schedule B-10, but you hamed
6  having their backup, | can't say. 6 itthecrosstitle.
7 Q. Soin making your testimony that the 7 MS. SODERNA: CUB Kallas Cross No. 1.
8  Commission did not adjust rate base by the accrued 8 JUDGE MORAN: And that is the schedule to the
9  OPEB liahility, you can't now be certain that is 9 order?
10 thecase? 10 MS. SODERNA: That'sright.
11 A. Thatistrue. 11 THE WITNESS: Yes.
12 JUDGE MORAN: But you were relying mostly on the| 12 JUDGE MORAN: Okay. All right. So confusion
13 order -- 13 abounds.
14 THE WITNESS: Right. 14 MR. RATNASWAMY: Okay. | guess, in essence, |
15 JUDGE MORAN: -- am correct? 15  would make sort of an offer then. Can we look into
16 THE WITNESS: Right. And it was not discussed 16 thisthing? And if you'reright, that's an OPEB
17  intheorder. 17  deduction, then we will stipulate because we don't
18 BY MS. SODERNA: 18  want to have something here that's wrong.
19 Q. Right. 19 MS. SODERNA: Okay. | just want to clarify
20 A. So.. 20 that.
21 JUDGE MORAN: And there are features of that 21  BY MS. SODERNA:
22 order, it seems-- and | don't have the order in 22 Q. Okay. And on your surrebuttal testimony,
Page 162 Page 164
1 front of me, but it seemsthat there are features 1  though, you did not clarify the -- your testimony
2 of that order that would lead you to conclude that 2 with regards to the deduction of OPEB in this
3 that there's both pension and OPEB. Am | 3 05-0597 casg; isthat correct?
4 understanding that correct by the title of this? 4 A. Yes, | did not addressiit.
5 THE WITNESS: Thetitle discussing the expense 5 Q. Okay. Soyou determined -- your
6 piece-- 6  determination was made later that -- of your
7 JUDGE MORAN: Right. 7 uncertainty about that prior testimony?
8 THE WITNESS: -- covered both, but it really 8 A. Rignht.
9  just talked about pension just based on what | 9 JUDGE MORAN: I'm wondering, too.
10 read. There-- it really didn't discuss whether 10 If -- wouldn't this schedule be attached
11  they had deducted liahility. 11  tothat order?
12 So at thetime, it didn't seem to -- 12 MS. SODERNA: Wédll, it's actualy part of the
13 they didn't talk about deducting it. | think there 13  Company's 285 required filing.
14  were some rebuttal testimony that said it wasn't 14 JUDGE MORAN: Oh.
15 addressed. 15 MS. SODERNA: Soit'sin therecord, but it
16 But then when | did review this schedule 16 isn't attached to the actual order.
17  that's being referred to right now, based on that 17 JUDGE MORAN: | see.
18 what it says, | can't be ahundred percent sure 18 MS. SODERNA: It'sthe supporting documentation
19  that they didn't deduct it, but | don't have enough 19 for the operating reserves deduction.
20  backup information to tell with certainty either 20 JUDGE MORAN: And there no schedulein that
21 way. 21  order that clarifies?
22 JUDGE MORAN: Okay. So -- and when you referred|2 2 MS. SODERNA: No, unfortunately.
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1 MR. RATNASWAMY: Again, | don'twanttogetit| 1 A. No, because | wasn't sure what that was
2 wrong. | don't think either one of us wantsto get 2 sayingin -- (inaudible).
3 itwrong. So her€'sarevised suggestion: 3 MR. JOLLY: Okay. That'sal | have.
4 Maybe -- would it be possible to hold on 4 Thank you.
5  offering thiswhile we try to check onit? And if 5 JUDGE MORAN: Okay. Thank you.
6  wecome up with, you know, we're sure one way or 6 And --
7  theother or do you -- 7 MS. LUSSON: We have no additional cross.
8 MS. SODERNA: That'sfine. We candothat. We | 8 JUDGE MORAN: Okay. Isthere anyone else that
9 candiscussit and come to the judges with maybe a 9 hascross?
10 compromise. 10 No. Okay.
11 JUDGE MORAN: Absolutely. That's probably the |11 Do you have questions?
12  bestwaytodoit. 12 JUDGE GILBERT: No.
13 MS. SODERNA: Okay. 13 JUDGE MORAN: Okay. Thereisno cross, butis
14 JUDGE MORAN: Because we don't want to clutter |14  there any redirect of Ms. Kallas?
15  up therecord with stuff that isn't necessary. And 15 MR. RATNASWAMY: Oh. No.
16  at the sametime, we want to make sure that 16 JUDGE MORAN: No?
17  everythingis correct as between the parties. 17 Okay. Then, Ms. Kallas, you're excused.
18 So that's a great idea and we'll move 18  Thank you so much. And the next withessisalso a
19 that dong. 19  Company withess.
20 MS. SODERNA: Andthat'sdl | have. 20 Okay. Now, Mr. Doerk, I've sworn you
21 JUDGE MORAN: Okay. Thank you so much. 21 in, | assume?
22 And, Mr. Jolly, | believe that you have 22 THE WITNESS: Yes.
Page 166 Page 168
1 crossfor Ms. Kdlas? 1 JUDGE MORAN: Yes?
2 MR. JOLLY': Just a couple questions and that's 2 Thank you.
3 justaclarification. 3 MR. ZIBART: May | proceed, your Honor?
4 JUDGE MORAN: Okay. 4 JUDGE MORAN: Please.
5 CROSS-EXAMINATION 5 EDWARD DOERK,
6 BY 6 called asawitness herein, having been first duly
7 MR. JOLLY: 7 sworn, was examined and testified as follows:
8 Q. | think I might have heard two different 8 DIRECT EXAMINATION
9  thingswith respect to CUB Cross Kallas Exhibit 1. | 9 BY
10 | thought you had said at one point that 10 MR. ZIBART:
11  you had reviewed that prior to your surrebuttal 11 Q. Mr. Doerk, will you state and spell your
12 testimony. Did | mis-hear that? 12 namefor the record, please.
13 A. Prior to surrebuttal, but not rebuttal. 13 A. Ed Doerk, D-o-e-r-k.
14 Q. Okay. 14 Q. And, Mr. Doerk, by whom are you employed?
15 A. Maybel didn't understand your point. 15 A. The Peoples Gas, Light and Coke Company.
16 Q. Okay. Soyou had reviewed it prior to 16 Q. And, Mr. Doerk, has written direct
17  surrebuttal? 17  testimony been prepared by you or under your
18 A. Yes 18 direction and control for submission in Commission
19 Q. Andyou did not clarify in your surrebuttal 19  Dockets 07-0241 around 07-0242?
20  testimony that you had subsequently reviewed 20 A. Yes
21 information that may have affected your rebuttal 21 Q. Anddo you havein front of you a document
22 testimony? 22 that's been marked for identification North Shore
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1  Exhibit ED 1.0? 1 Q. Isthat atrue and correct copy of your
2 A. Yes 2 written surrebuttal testimony in the consolidated
3 Q. Isthat atrue and correct copy of your 3 dockets --
4 written direct testimony in North Shore docket? 4 A. Yes.
5 A. Yes. 5 Q. -- dockets?
6 Q. And attached to that document is an 6 Do you have any changes or corrections
7  attachment labeled NS Exhibit ED 1.1? 7  that need to be made to your testimony beforeit's
8 A. Yes 8  entered into evidence?
9 Q. Anddo you aso havein front of you that's | 9 A. No, | donot.
10  been marked for identification Peoples Gas 10 Q. Soif | wereto ask you the questions set
11  Exhibit ED 1.0? 11  forthin these documents marked North Shore
12 A. Correct. 12 Exhibit ED 1.0, Peoples Gas Exhibit ED 1.0,
13 Q. Andisthat atrue and correct copy of your |13  North Shore/Peoples Gas Exhibit ED 2.0, and
14  written direct testimony in the Peoples docket? |14  North Shore/Peoples Gas Exhibit ED 3.0, would you
15 A. Yes 15 givethe answers set forth in those documents?
16 Q. And attached to it is an attachment labeled |16 A. Yes
17  PGL Exhibit ED 1.1? 17 Q. Andyouintend that these four documents
18 A. Yes 18  will comprise your sworn testimony in this
19 Q. And has written rebuttal testimony also 19  docket --
20  been prepared by you or under your direction and |20 A. Yes
21  control for submission in the Commission Docket |21 Q. -- and these dockets.
22 07-0241 and 07-0242? 22 MR. ZIBART: | have no further questions on
Page 170 Page 172
1 A. Yes 1  direct, and we would move -- subject to
2 Q. Doyou havein front of you a document 2 cross-examination move into evidence North Shore
3 that's been marked for identification 3 Exhibit ED 1.0 and 1.1, Peoples Gas Exhibit ED 1.0
4 North Shore/Peoples Gas Exhibit ED 2.0? 4 and 1.1, North Shore and Peoples Exhibit ED 2.0,
5 A. Yes. 5 21-P, 2.2-P and 2.3-P, and North Shore/Peoples
6 Q. Isthat atrue and correct copy of your 6  Exhibit ED 3.0.
7 written rebuttal testimony in the consolidated 7 JUDGE MORAN: Okay. Isthereany objectionto
8  dockets? 8 any of those exhibits being admitted into the
9 A. Yes 9  record or any of the attachments?
10 Q. And are there attached to that document 10 Hearing none, they will be admitted to
11  three attachmentslabeled NS PGL Exhibit ED 2.1-P, (11  subject to cross.
12 2.2-Pand 2.3-P? 12 And who wishes to start?
13 A. Yes 13 (Whereupon, North Shore/Peoples
14 Q. And has written surrebuttal testimony aso 14 Exhibit Nos. ED 1.0, 2.0 and 3.0
15  been prepared by you or under your direction and 15 were admitted into evidence as
16  control for submission in Commission Docket 07-241 (16 of this date.)
17  and 242? 17 MS. LUSSON: I'll go first.
18 A. Yes 18 JUDGE MORAN: Ms. Lusson, that'd be great.
19 Q. And do you havein front of you a document 19 Thank you.
20  that's been marked for identification 20
21 North Shore/Peoples Gas Exhibit ED 3.0? 21
22 A. Yes 22
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1 CROSS-EXAMINATION 1 A. They approvethedollars. | think that's
2 BY 2 what you asked in my --
3 MS. LUSSON: 3 Q. Wédl, and my -- | guessmy question is, are
4 Q. Good morning, Mr. Doerk. 4 theretweaks along the way?
5 A. Good morning. 5 For example, if there's the budget is
6 Q. My name's Karen Lusson. 6 for-- let'sthrow out afigure -- amillion
7 If you could turn to Page 7 of your 7  dollars, that doesn't necessarily mean that a
8  direct testimony. 8  million dollars will be spent on distribution
9 MR. ZIBART: I'msorry. His? 9 mains; isthat right?
10 MS. LUSSON: Direct Peoples? 10 A. That'strue.
11 MR. ZIBART: Peoples? 11 Q. Youindicate that after the capital
12 MS. LUSSON: Yes. 12 budget's approved, aggregate expenditures are
13 BY MS. LUSSON: 13 tracked monthly and reconciled with the capital
14 Q. You describe the process by which Peoples 14  budget and forecasts for expenditures are adjusted
15  decidesto make capital investments. And as| 15 based on actualsto ensure compliance with the
16  understand your testimony, the Company preparesthe |16  budget targets.
17  capital expenditures budget for the upcoming fiscal |17 So that's sort of was the basis for my
18 vyear-- 18  prior question. It sounds like there's sort of an
19 MR. ZIBART: I'msorry, Ms. Lusson. Thewitness |19  adjustment process that goes along based on what
20 isdtill actually looking for the document. 20  happens, what might unexpectedly, and tweaks are
21 BY MS. LUSSON: 21  made within the budget to keep it within a forecast
22 Q. Oh, I'm sorry. 22 approved by the board of directors?
Page 174 Page 176
1 A. Okay. 1 A. That's correct.
2 Q. And that'sthe portion beginning at 2 Q. Now, Zinder Engineering was hired in 1981
3  Linel138, Page7. 3 and 2002 to perform studies related to Peoples cast
4 And as | understand that process, the 4 iron main replacement program; isthat correct?
5  Company prepares a capital expenditures budget for | 5 A. That's correct.
6 theupcoming fiscal year setting forth 6 Q. Andthelatest Zinser report came out in
7 recommendations for capital expendituresfor major | 7  March of 2002 evaluating the replacement of all
8  categoriesof plant; isthat true? 8  castiron pipe?
9 A. That'strue. 9 A. That'strue.
10 Q. Andisit correct that distribution mains 10 Q. And that report, as | understand your
11 fallswithin that budget? 11  testimony, studied three different replacement
12 A. Yes 12  periods; completion by the year 2040, 2050, and
13 Q. And the cost for the existing cast iron 13 20607
14  main replacement program falls within that 14 A. Correct.
15  category, distribution mains? 15 Q. And thisreport confirmed the
16 A. Yes, it does. 16 reasonableness of -- and prudence of the planned
17 Q. And when the board approves a budget 17  complete replacement by the year 2050, which isthe
18 currently, that doesn't mean that the expenditures |18  completion date under the existing replacement
19 for distribution mains are set in stone, doesit? 19 plan; isthat correct?
20 That is to say, the Company might make 20 A. That's correct.
21  adjustments throughout the fiscal year asto the 21 Q. And Zinder concluded that the 2050 plan has
22 level of expenditures spent on distribution mains? |22 less under uncertainty then, say, the 2060 date
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1  evaluated interms of future breakage rates, 1 the Company has not earmarked pipe or main segments
2 maintenance costs and projected installation costs? 2 that would bereplaced if Rider ICR is adopted that
3 A. That'strue. 3 otherwise aren't schedule to be replaced under the
4 Q. And then, subsequently, atask group of 4  existing program?
5  Peoples employees reviewed the Zinder report and 5 A. Itwould -- | mean, we have amain ranking
6  agreed that the current plan to replace the cast 6  system that we use to help target that selection.
7 iron main by 2050 should be sustained consistent 7 Itwould just increase the amount of the higher
8  with the recommendation of Zinder? 8  ranked mainsthat we would replace.
9 A. That's correct. 9 Q. Okay. Sothereisn't, for exampleright
10 Q. Andlooking at Lines 360 and 361 at Page 17 10 now, an existing Rider ICR budget. It would just
11  of your direct testimony, you stated there that, in 11  bean acceleration?
12 your view, the Company's program has been conducted | 12 A. Correct.
13 inareasonable and prudent manner; is that 13 Q. If you could turn to Page 16 of your direct
14  correct? 14 testimony where you describe the MRI rating system.
15 A. Thatiscorrect. 15 And, again, thisis MRI system was
16 Q. Now, at Page 15 of your direct, you point 16 developedin 1995 and instituted in 1996 to
17  out-- let'sgo to that. 17  identify and prioritize gas main segments as
18 JUDGE MORAN: What page, Ms. Lusson? 18 candidates for replacement, correct?
19 MS. LUSSON: 15. 19 A. Correct.
20 BY MS. LUSSON: 20 Q. Now, you state that each individual segment
21 Q. Beginning at Lines 311, you point out that 21 isevauated based on its maintenance history, and
22 there's been areduction of 1,472 miles of cast 22  sothe criteriataken into account include breaks,
Page 178 Page 180
1 iron main since 1981 and through 2006; is that 1 crack of taps, pipewall thickness, based on pipe
2 correct? 2 coupons (phonetic), visual observation, incidents
3 A. That's correct. 3 of leak and other repairs; isthat right?
4 Q. Soisit fair to assume that, on average, 4 A. That'scorrect.
5  doing the simple math, that the Company, under the | 5 Q. And then often, you said that segments that
6  existing main replacement program, replaces 6 havean MRI rating greater than six are placed on a
7 approximately 59 miles of cast iron main with 7  scheduleto beretired under that system; is that
8 pladtic per year? 8  right?
9 A. 1 guess, if you do the math and mast, 9 A. That's correct.
10 that'swhat it comes out to. 10 Q. And isthisschedule compiled only once a
11 Q. And, again, 59 miles would be an average 11  year or are there more periodic assessments
12 amount. It may -- someyears, it may bemorethan |12  currently?
13  that; someyears, it may be less? 13 A. No, it'sdone monthly. We reassess. We
14 A. | think, more recently, it's been alot 14  want run the probein monthly.
15 lessthan that. | think, early on, there was a 15 Q. Andwhat kind of things would trigger a
16 greater degree of miles being replaced. 16  reassessment by the Company?
17 Q. Okay. And on Page 15, you aso state that 17 A. It'sjust automatically done based on
18  the Company does not consider -- consider 18  whatever maintenance has been performed. It'sjust
19  dternativesto the existing overal program; is 19 anongoingthing. Asyou record maintenanceitems,
20  that correct? 20 wewould just rerunit. We calculate out a new
21 A. That's correct. 21  number.
22 Q. S0, todate, isit correct to assume that 22 Q. Okay. And in the segmentswith an MRI
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1  value greater than 3.0 are viewed as possible 1  currently done only once ayear during the annual
2 replacement candidates, as | understand your 2 capita budget process or are there multiple
3 testimony, when performing work on adjacent 3 communications during any given year about public
4 segments and when evaluating the extent of public 4 improvement work?
5  improvement projects under consideration, correct? | 5 A. There could be multiple communications.
6 A. That's correct. 6 Q. Arethere people assigned within the
7 Q. Soisitfair to say that pipes or mains 7  Company to regularly interface with the public
8  with an MRI rating of less than three have a good 8  works department of the City?
9  or decent maintenance history in terms of incidents | 9 A. Yes
10  of leaksor other repairs? 10 Q. Sotheresregular interfacing done with
11 A. It'sareativeranking. 11  theCity in terms of coordinating that -- those
12 Q. Better than the three-plus ranking? 12 public work projects and Company main replacements?
13 A. Correct. 13 A. Wework with the City when they -- when
14 Q. And under the accelerated main replacement |14 they have alist of public improvement jobs. That
15  program, isit correct to assume then that main 15  could change throughout the year. So, yeah, that's
16 segmentsthat have an MRI rating of lessthan 3.0 |16  why there'sthat constant communication.
17  may bereplaced if the Company seesfit and the 17 Q. Now, what about during the construction of,
18  opportunity presentsitself? 18  say, Millenium Park, was there any effort on the
19 A. That could be possible. 19  Company's part to install plastic main upgrades
20 Q. Now, you talk about three criteria used to 20  during this project that otherwise wouldn't have
21  determine the pipe to be replaced in any given 21 occurred under the existing main replacement
22 year. 22 program?
Page 182 Page 184
1 First isthe MRI calculation that 1 A. Thisisnot from testimony now, right?
2 highlights the problematic segments of pipein 2 You'rejust asking me a question ?
3 termsof their maintenance histories, correct? 3 Q. I'mjust asking, yes, in terms of --
4 A. Correct. 4 A. | don't believe -- | think -- | think
5 Q. And, second, your selections for main 5  Millenium Park is all steel or plastic already.
6  replacement are coordinated with areaswherethe | 6 Q. Okay. But which one? Isitasoal
7 City of Chicago or other governmental bodiesare | 7  plastic, did you say, or --
8  performing public improvement work; isthat also | 8 A. Weéll, sted or plastic are both acceptable.
9 true? 9  There might have been mains that have been
10 A. That'scorrect. 10 instaled 20 years ago that are steel mains that
11 Q. And, finally, replacement milesof mainare (11  arefine.
12 determined for people's only capital projectsfor |12 Q. Okay.
13  theyear, according to your testimony, right? 13 A. There might have been -- recently, there
14 A. Correct. 14  might have been some plastic mainsinstalled. All
15 Q. Soisitfair to say that under the 15 I'msayingisthat area, | just am not aware of any
16 existing program, there's a concerted effort to 16 castiron abovetheline.
17  coordinate your main replacement activitieswith |17 Q. Now, there's, obviously, an existing big
18 governmental public work projects so that there's |18  construction project going on in the Loop at
19  not unnecessary disturbance of recently completed (19  Block 37.
20  infrastructure improvements? 20 When Peoples received word that that
21 A. Wetry to. 21  construction project would happen, was there an
22 Q. Andisthiseffort to work with the City 22  effort to look at the existing main replacement
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1  schedulein that locale to seeif thiswould be an 1 dignificant reduction in main leaks over the years?
2 opportunity to replace cast iron mains with 2 JUDGE MORAN: Could you maybe clarify what do
3 plastic? 3 you mean by savings from?
4 A. They would have, yes. 4 MS. LUSSON: Savings associated with replacing
5 Q. You aso state that replacing cast iron 5  castironwith plastic main. O&M savings.
6  with plastic replaces the predominantly 6 JUDGE MORAN: Okay.
7  low-pressure cast iron mains. 7 MS. LUSSON: Reduction of leaks, that kind of
8 Are there existing cast iron mains that 8  thing.
9  aremedium-pressure system mains? 9 THE WITNESS: Not an overall calculation.
10 A. Yes, thereare. 10 I mean, there was an estimate made of
11 Q. And do you know what percentage of the 11 how many leaks you might have on a plastic or steel
12 Company's mains are medium pressure? 12 system asopposed to cast iron and trying to equate
13 A. That are cast iron medium? 13 thattodollars.
14 Q. Yes 14 I think we estimated it was about $3,000
15 A. 1just don't know off the top of my head. 15  per mile by replacing cast iron with plastic or
16 1 know it's-- overall, it's 50 percent is cast 16  steel.
17  iron, but what percentage of that is cast iron 17 BY MS. LUSSON:
18 medium pressure, | just -- | just don't know that 18 Q. Andthekind of savings | think we're
19  number. 19 talking about are the savings you sort of elaborate
20 Q. Wadll, if the 50 percent are cast iron, 20  onon Page 18 of your testimony, Lines 370 through
21  would the majority of them be medium pressureor |21 384, isthat correct, where you talk about
22 would the mgjority -- 22 prevention of leaks and the problem with ground
Page 186 Page 188
1 A. Themajority would be low pressure. 1 water infiltration.
2 Q. Sowould the medium pressure, if you can 2 A. Yes, it would eliminate those problems.
3 balpark it, say less than 25 percent? Greater 3 Q. Now, inyour rebuttal and, in addition, to
4 than 25 percent? 4 reducing leaks, you stated that all gas
5 A. Estimating, | would say less than 25 5  distribution piping systems require regulating
6  percent. 6  stations which reduce pressures for downstream
7 Q. Now, turning to Page 18 of your testimony, 7  piping system. And that by eliminating
8  you tak about the benefits of replacing cast iron 8  low-pressure systems, an entire class of
9  main, including savings associated with the 9  low-pressure regulating stations can be eventually
10  declining leak repairs associated with the 10 phased out.
11 installation of plastic main. 11 Now, there are reductions to operation
12 And then in your rebuttal testimony, | 12 and maintenance costs associated with this
13 think you also provided alist of the number of 13 low-pressure regulating station phase-out; is that
14  leakssince 1996, and you showed how that number |14  true?
15 hasreduced over the years; isthat correct? 15 A. Yes.
16 A. That's correct. 16 Q. And arethose O&M savings over and above
17 Q. With respect to that leak reduction, can 17  theelimination of the regulating stations
18  you quantify the savings associated with that 18 themselves?
19  dignificant reduction in main leaks over theyears? |19 A. I'mnot sure | understand what you're
20 A. Ask the question again. 20  asking.
21 Q. Isit possible -- has the Company 21 Q. Wadll, I think you said there are savings on
22 quantified the savings associated with that 22 associated with taking them out?
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1 A. Youwould no longer haveto do any typeof | 1 A. Associated with that.
2 maintenance or service on those, right. So you 2 Q. And that'slabor costs or -- anything else
3 would save those costs. 3 that comesto mind strictly associated with the
4 Q. And that was going to be my next question. | 4 regulating stations?
5 Are how savings achieved? Isthe plant 5 A. No.
6  retired, thus creating areduction to depreciation 6 Q. Okay. You'veaso referenced the
7 expense; isthat oneway? Or -- and then you've 7  relocation of gas meters from inside to outdoors
8 mentioned -- well, first, et me stop there. 8  which, again, happens with the replacement of cast
9 A. Wéll, when you eliminate something that 9 iron mains; isthat correct?
10 involved, you would normally require regular 10 A. That's part of the process when we talk
11  inspections. By eliminating it, you would 11  about moving the meters outside.
12 eliminate those inspections. 12 Q. And when meters are moved back outdoors, is
13 Q. Okay. Soinspectionsis sort of the heart 13 it correct that there aren't federally-mandated
14  of wherethe savings? 14  periodic inside safety inspections then?
15 A. Correct. And possibly any repairs that 15 A. Just by the nature of it being outside
16  might stem from that inspection would be 16 eliminatesthe inside safety inspection portion.
17  eiminated. 17 Q. So arethere cost savings then that occur
18 Q. Now, as| understand the proposed 18  herewith therelocation of gas meters?
19 Rider ICR, those savings aren't going to be 19 A. Therewould be savings attributed to that.
20 reflected in any Rider ICR surcharge calculation, |20 Q. And can you describe generdly or alittle
21 asyouunderstand it, are they? 21  more specifically what those savings would be?
22 A. I don't know if I'm really under- -- 22 Not having to do the inspections.
Page 190 Page 192
1 understand the mechanisms behind the ICR itself. 1 Anything else that you can think of ?
2 Q. Okay. 2 A. It'sthelabor to do the inspections, the
3 JUDGE MORAN: Isthere a better witness for the 3 biggest issue with that is accessissues. So it
4 ICR quegtions? 4 eliminates access issues.
5 MR. ZIBART: | believe Mr. Schott is also going 5 Q. Hm-hmm.
6  totestify on this. 6 And by access issues, can you elaborate?
7 JUDGE MORAN: Okay. 7 A. By relying on the customer to let usin to
8 MS. LUSSON: WEell save that for Mr. Schott. 8 ingspect our facilities.
9 BY MS. LUSSON: 9 Q. Sowhen the meters are inside, perhaps
10 Q. Aside from the removal of the regulating 10 sometimesthere'sarepeat attempt -- repeated
11  station and the labor associated with that and the 11  attemptsto get into the building?
12 maintenance associated with that, is there any 12 A. With some customers, yes.
13 other waysthat you can think of that the Company 13 Q. And| think you indicated it also permits
14  would save associated with the removal of 14  useof automatic meter readers, or AMRSs, for
15  regulating stations -- or perhaps | should say 15  multiple meter readings; is that correct?
16  rather than how the Company saves reduction in O&M?|1 6 A. For al -- that'sfor al meters, for the
17 A. Other savings other than just to 17 inside or the outside.
18  regulators-- regulators -- regulator stations, 18 Q. Okay. Andjust to clarify that -- the AMRs
19  what elsecan | think of. 19  work whether the meter isinside or outside?
20 Q. Weéll, intermsof just that particular 20 A. That's correct.
21  exercise of removing the regulating station, you 21 Q. If you could look at your Schedule ED 1.1,
22 talked about the maintenance costs -- 22 whichisattached to your direct testimony.
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1 Line 1 lists the completion costs of 1 Q. Yes
2 $218,500,000 for cast and ductile iron pipe 2 A. Youwould also add in the service and
3 replacement program. Do you see that there? 3 there'd be meter regulator costs associated with a
4 A. Yes. 4 replacement.
5 Q. Again, attempting to do some math, is it 5 Q. Okay. So does-- and the completion costs
6  correct to assume then that the Company spendson | 6  for cast iron and ductile iron pipe replacement
7 anannua basisabout 21.8 million per year on the 7  program that you list in your Schedule 1.1, that
8  existing main replacement program? 8  excludesregulators and those other accounts that
9 A. Again, that'smath. It doesn't reflect 9  you talked about?
10  current costs. 10 A. That should include -- that should include
11 Q. Okay. So, again, it might be higher or 11  those.
12 lower on any given year? 12 Q. Okay. So, inthat sense, they are -- they
13 A. Much higher. 13 arerelated?
14 Q. Andisit higher now -- are you saying it's 14 Although it'sfor adifferent time
15  higher inthe back end of thisten-year period; is 15 period, it attempts to show the investment
16  that what -- 16  associated with the replacement of distribution
17 A. That'scorrect. 17  mainsand the associated equipment?
18 Q. Okay. Do you, by chance, have with you the (18 That is correct?
19  Company'sresponsetothe DLH 1.03, Page5of 57 |19 A. WEéll, inlooking at the exhibit that you
20 MR. ZIBART: | don't know that thewitnesshas |20  just handed me, right. The costs associated with
21 itinfront of him. 21  that that replacement would be the mains, the
22 MS. LUSSON: If you don', | can locateit. 22 services, and looks like the meter and
Page 194 Page 196
1 Great. It'sactualy an attachment to 1 instalations-- or the house regulators, the
2 Mr. Brosch'stestimony, B-r-o-s-c-h. 2 bottom one, Line No. 6.
3 JUDGE MORAN: Who's an intervenor witness. 3 Q. Okay. And do you have any idea as to how
4 MR. ZIBART: What was the reference? 4 those numbers would grow if Rider ICR is adopted?
5 MS. LUSSON: DLH 1.03, Page5-- Page5o0f 5. 1| 5 A. No, | do not.
6 think I'm going to giveit to you. Try and save 6 JUDGE MORAN: Might | also ask who's numbers
7 sometime. 7  thoseare?
8 BY MS. LUSSON: 8 MS. LUSSON: Those are the Company's humbers.
9 Q. There-- athree-year average for 9 JUDGE MORAN: And they're an attachment to
10 distribution main plant investment is listed there. 10 Mr.--
11  Youseethat? 11 MS. LUSSON: -- Brosch's testimony, yes.
12 A. Hm-hmm. Yes. 12 JUDGE MORAN: And they don't appear in anybody
13 Q. And there, the three-year average for 2004 13 elses?
14  to 2006 distribution mainsis 21- -- well, | don't 14 MS. LUSSON: That, I'm not sure.
15 haveitinfront of him now, butisit 21,499,000? 15 JUDGE MORAN: Okay. All right.
16 A. lIt'sabout 21.5 million, correct. 16 Because | don't have Mr. Brosch as a
17 Q. Yes. Now, does that number -- my question |17  witness-- awitness Mr. Doerk is responding to and
18 is, doesthat number correspond at all to your 18  that'swhy I'm confused.
19  completion costs estimate? 19 Thank you.
20 | mean, aren't those numbers comparable? 20 MS. LUSSON: No, it'snot in response. It's
21 A. Asfar aswhat it's costing to do a cast 21  that--
22 iron main replacement? 22 JUDGE MORAN: So, again, that's part of the ICR
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1  testimony? 1 gotten it from awitness. He must have identified
2 MS. LUSSON: Right. And so for purposes of 2 thewitnessin his narrative.
3 this, | wanted to exploreto seeif the amounts 3 MR. ZIBART: Yes. Your Honor, it was -- the
4 includedinthe Rider ICRinany way --inanyway | 4 document that is at issue here was produced by the
5 related to the plant -- 5  Company and it was a data request response that was
6 JUDGE MORAN: | understand. 6  not prepared by Mr. Doerk. It was prepared by
7 MS. LUSSON: -- regarding Mr. Doerk -- 7 Ms. Grace who will be subsequently testifying.
8 JUDGE MORAN: Thank you. 8 JUDGE MORAN: Oh, then that may --
9 BY MS. LUSSON: 9 MS. LUSSON: And | believe that response was the
10 Q. And how about the other five accounts 10  Company's attempt to produce what Rider ICR
11  listed there, which are the regulators, services? 11  calculationslook like; isthat correct? | believe
12 What are the other the accounts there? 12 that wasthat.
13 A. Underneath distribution main is vaults and 13 JUDGE MORAN: If Mr. Doerk knows. Do you know?
14  regulators; services, which you talked about; meter |14 THE WITNESS: | don't know.
15  purchases. 15 JUDGE MORAN: Okay.
16 Q. And do you know how those numberswould (16  BY MS. LUSSON:
17  changeif Rider ICR is adopted? 17 Q. Andsointermsof any kind of accelerated
18 A. No, | don't. 18  main program adoption through Rider ICR, | believe,
19 Q. Sowe know that they would grow and the 19  asit stands now, the proposed tariff would include
20  investment in those accounts would grow larger if |20  distribution mains, services, meters and meter
21 Rider ICR isadopted, but at this point in time, 21 ingtallations and house regulators. Isthat your
22 youdon't know to what extent? 22 understanding in terms of the plant that would
Page 198 Page 200
1 A. Thedistribution mains, services and 1 be--
2 regulators. Some of these are just -- like meter 2 A. For plant that would affected by this would
3 instalations, those are purchases. | don't know 3 bedefinitely distribution mains, services and
4 of any changein that number asit relates to ICR. 4 meter and regulator replacement.
5 Q. When you say "those are purchases," what do 5 Q. And when you said before that meters and
6  youmean by that? Asopposed to -- 6  meter installations involve purchases, so that is
7 A. Meter purchasesisthe actua purchase of 7 not -- that -- the amounts included in that
8  themeter and some for new customers. | mean, 8  account, would that include removals and then
9 there'smoreinto thisthan just cast iron duct 9  purchases of new meters?
10 line replacement, (sic) these numbers. 10 A. Meter purchases, to me, is-- again, I'm
11 Q. Allright. And sothere's--inthose 11 reading from that sheet -- it would be the purchase
12  numbers, it includes cast iron main investment, 12  of the new meters.
13  purchase of meters, regulator -- | assume, 13 Q. And then the house regulators, first, can
14  regulator removals? 14  you explain to me exactly what a house regulator
15 If there's an amount listed for 15 is?
16  regulators and it's associated with -- 16 A. A house regulator would be used on our --
17 A. | would assume that -- again, I'm not 17  oneof our higher pressure systems. Typicaly, our
18  familiar to with the makeup of these numbers. 18  medium-pressure system. And it would reduce the
19  House regulators would be -- I'm not sure. 19  pressureto inches of water column a quarter of a
20 Q. Okay. 20  pound most of the appliancesin a home would
21 JUDGE MORAN: | would expect that Mr. Brosch, if |21 operate on.
22 heisincluding thisin his testimony, must have 22 Q. And the amounts included within the house
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1 regulator account, | take it then that there would 1 Company's Part 285 schedules or is it overall
2 haveto be new regulators purchased associated with | 2 revenues for the customer classes subject to ICR?
3 replacing the old main? 3 A. | redly don't know.
4 A. Anexisting low-pressure customer would not | 4 Q. Okay. I'll ask Mr. Schott that then.
5 havearegulator. So it would be for the purchase 5 And I'm assuming then that my question
6  of aregulator and adding that to those customer 6  regarding what the baseline level for the Rider ICR
7 that that were going from acast iron low to now a 7 calculation would be as in terms of the Company's
8  medium pressure system. 8  position today as compared with the original
9 Q. And do you know -- you stated that you're 9  position of the company should be held for
10 not familiar with this response. 10  Mr. Schott?
11 Did Ms. Grace consult with you prior to 11 A. Yes.
12 preparing this response? 12 Q. Actualy --
13 A. Some of those -- so of those numbers are -- 13 JUDGE MORAN: That was a question, but --
14  would be part of abudget to distribution mainsand |14 THE WITNESS: Can you repeat that?
15  services. 15 BY MS. LUSSON:
16 Q. Sodid she consult with you to get those 16 Q. Yeah, I'msureit wasinartfully delivered.
17  numbers? 17 Isthe baseline level for the Rider ICR
18 A. Those numbers would have come from our 18 calculation still the average amount of investments
19 area, | believe. 19 intheseidentified accountsfor the 2004 through
20 Q. Hm-hmm. 20 2006 period as originally discussed by Ms. Gracein
21 Now, under -- you may or may not beable |21  her testimony or hasit changed now to --
22 toanswer this. So, obvioudly, tell meif you 22 A. | dont know. | really don't know.
Page 202 Page 204
1 can't. 1 Q. Canyou state what amount of spending per
2 But under the Company's proposed 2 year typicaly occursfor the entire capital
3 modified Rider ICR, the Company has stated that 3 additions budget?
4 it'swilling to accept Ms. Hathhorn's 4 A. Theentire capital budget?
5 recommendation that if the Commission adopts > Q. Yes
6  Rider ICR, the monthly surcharge shall be kept five | 6 A. Boy, | just saw the number the other day,
7 percent of the ICR base rate revenues billed to 7 too. | -1 just can't recall it off the top of my
8  customers. 8  head.
9 And then in his rebuttal testimony, 9 You're talking about the Peoples Gas,
10  Mr. Schott stated five percent of baseraterevenue |10  Light and Coke Company'stotal capital budget?
11  caps-- revenues cap is acceptable. 11 Q Right--
12 Now, you're here testifying about rate 12 A Yesh
13  base numbersincluded in this case; is that 13 Q. --onanannud basis.
14 correct? 14 A. Youknow, | don't know if you would include
15 A. For the -- our main projects -- for our 15  computer things or building-related items,
16 capital projects, correct. 16  transportation. | just am not -- | just don't know
17 Q. For capital additions. 17  the number off the top of my head.
18 Now, if you know, do you understand what |18 MS. LUSSON: Could | make that an oral data
19 that five percent means and how the company is 19  request for the Company?
20 interpreting base -- five percent of base rate 20 The amount of spending per year that
21  revenues? 21  occursfor the entire capital additions budget.
22 Isit overall revenues aslisted in the 22 MR. RATNASWAMY: : For how many years? And before
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1  youanswer that, you might want to look at 1 MS. LUSSON: Pardon me?
2 Part 285, Schedule B-5 because it might have 2 MR. ZIBART: Do you know would responded to it?
3 everything you want. 3 MS. LUSSON: No, it didn't state.
4 MS. LUSSON: All right. I'll take alook at 4 MR. ZIBART: Okay.
5  that. 5 JUDGE MORAN: Widll, | think that's a good
6 BY MS. LUSSON: 6  opportunity for you to get that answer some way.
7 Q. Now, my understanding is that the updated 7 It does not seem like thisisthe withess, so let's
8  PGL spending forecasts for all capital additions 8  just continue with another question.
9 for the 12 months ending September 30th, 2007 is 9 The Company --
10  $86,006,000, and that's -- that was in response to 10 MS. LUSSON: You know what, I'll go back and get
11  AG DataRequest 8.06. Doesthat sound like a 11  that response and present it to Mr. Schott, and |
12  reasonable number? 12 think probably within the context of the questions
13 A. I don't know. I really don't know. 13 | have about the Rider ICR, that perhaps Mr. Schott
14 JUDGE MORAN: Wasthat datarequest prepared by |14  would be able to discussit.
15  you? 15 JUDGE MORAN: Yeah, because | don't really
16 MR. ZIBART: Doesn't sound likeit. 16 recdl thiswitnesstalking about Rider ICR.
17 THE WITNESS: | just don't know the total. 17 MS. LUSSON: But heisthe witnessfor the cast
18 You'reasking for Gas, Light, its total capital 18 iron main replacement department.
19  budget. |justdont--1 just don't know that 19 JUDGE MORAN: | understand that.
20  number. 20 MS. LUSSON: So just want to know what the
21  BY MS. LUSSON: 21  its-- that'sdl the questions | have.
22 Q. Isthat anumber that Mr. Schott might be 22 Thanks, Mr. Doerk.
Page 206 Page 208
1 ableto explore? 1 JUDGE MORAN: All right. And --
2 A. I'msorry? 2 MS. SODERNA: | just wanted to et you know.
3 MR. RATNASWAMY: Which number isit again, 3 CUB doesnot have any cross for this witness.
4  total? 4 JUDGE MORAN: Thank you.
5 MS. LUSSON: 8.06. 5 So we have City of Chicago, Local and
6 JUDGE MORAN: If the Company can pleasefindout| 6 IIEC.
7 who responded to that data request, that might be 7 MR. ROBERTSON: We'Te going to waive our cross
8  helpful. 8  of thiswitness.
9 MR. RATNASWAMY:: If you're till -- if you're 9 JUDGE MORAN: IIEC iswaiving cross?
10 talking for the CAPX years? So | think you have a 10 MR. ROBERTSON: That's correct.
11  copy there. 11 JUDGE MORAN: Okay. Going once.
12 MS. LUSSON: Thiswould be the updated spending |12 MR. REDDICK: Y our Honor, Mr. Strauss has agreed
13  forecast for all capital additions for the 12 13 tolet megofirst sincel have alot shorter list
14  months ended September 30th, 2007. 14  of questions.
15 MR. RATNASWAMY: Okay. Sorry. That'sa 15 JUDGE MORAN: Okay. Very good.
16  different number. I'm sorry. 16 CROSS-EXAMINATION
17 MS. LUSSON: Okay. 17 BY
18 MR. ZIBART: Okay. Sowhat's the data request 18 MR. REDDICK:
19 that were-- 19 Q. Mr. Doerk, my nameis Conrad Reddick. |
20 MS. LUSSON: 8.06. 20  representing the City of Chicago.
21 MR. ZIBART: AG 8.06. 21 How does Peoples Gas know when there is
22 Do you know who responded to it? 22 aneed for increased distribution pipeline
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1  capacity? 1 A. Onacase-by-case basis, | guessthat's
2 A. Say that again? 2 possible. Again, you'd haveto look at the service
3 Q. How doesyour Company know when thereisal 3  size, the length of the services and what load is.
4 need for increased distribution pipeline capacity? 4 Q. Soif acustomer attempted to double his
5 A. Pipeline capacity? 5  consumption, how would you know there was a need
6 MR. ZIBART: Distribution. 6  for additional capacity in the pipe?
7 THE WITNESS: Distribution pipeline capacity. 7 A. If the customer just about to double -- I'm
8 I mean, it would be done on load models 8  assuming at some point in time, they'd call with a
9 that we have a network that models our load. And 9  poor supply, if they just went out and did it.
10  depending on how load changes from year to year, |10 If thisisaresidential customer, |
11  that's how we size our distribution system. 11  don't know what they would add, but, | mean, |
12 BY MR. REDDICK: 12 guessthey would get acall that they weren't
13 Q. What do you do about a need for increased 13  getting enough gas supply to feed whatever
14  capacity at anindividua customer, for instance? 14  appliance they added.
15 A. | mean, it'svery vague. | mean, it's-- 15 Q. Okay. So oneway you would know whether
16 Q. Waéll, how -- let me rephrase the question. 16 theresaneed for increased capacity in the
17 How do you know when an individual 17 pipelineisacomplaint from acustomer of
18 customer has aneed for increased pipeline 18 insufficient supply?
19 capacity? 19 A. Yes
20 A. | mean, normally, a customer would come 20 Q. Insuchasituation -- well, let's move to
21 forward and say they'reincreasing their load. And |21  acommercia or industrial customer.
22 wewould do another -- again, we would do aload 22 If acustomer of that sort increased
Page 210 Page 212
1  study. 1 load significantly without advance notice to the
2 It might require alarger serviceto 2 Company, when (sic) would be the effect on the
3 feedthem, if anindividual customer was adding 3 system that the Company might notice?
4 additional gas-burning equipment or somehow were | 4 A. Weéll, again, we would do -- we'd do an
5 going to usein part of aprocess. Wewould do a 5 annua load study. And if -- we would look at the
6 recaculation of their service size. 6  consumption of that particular customer, we'd see
7 Q. For-- well, let'stake aresidential 7 itgoing up, it would add an additional load. So
8  customer first. 8 asthe system or the network recalculates it, we
9 Isit possible that aresidential 9  would find out what effect it would have on
10  customer could increase his consumption of gasto |10  pressure.
11  the point that there would be either a diminution 11 Q. And when you say additional load, are you
12 inthequality of service or some effect on the 12 talking about peak load or consumption over the
13 distribution system that Peoples would notice? 13 months or consumption over the year before you --
14 A. Residential customer? Unlikely. 14  sincethelast study?
15 Q. And that is because? 15 A. Wadll, wewould look at consumption of the
16 A. | mean, there'snot much that youcouldadd |16 load for that individual account.
17 onaresidentia. Asamatter of fact, if they -- 17 Q. Sincethelast study over the --
18 if they wereto change appliances, it's probably an |18 A. Sincethelast study. It would be updated
19  energy-efficient appliance that they're changingit |19  onan annua basis, yes.
20  with, soload would actually go down. 20 Q. If you had a situation where a customer
21 Q. Could acustomer double his consumption 21  complained of insufficient supply, how do you
22 without requiring alarger pipe? 22 handle service to that customer until new
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1 facilities can be constructed? 1 A. Peoples direct?
2 A. | don't know. 2 Q. Yes
3 | mean, again, if they had added 3 A. Okay.
4  something and they don't have the -- if they're 4 Q. Okay. You state that a gas utility system
5 not -- don't get adequate pressure supplied, we'd 5  sized only to accommodate average gas demands would
6 havetolook at sizing adifferent size serviceand | 6  not be able to meet system peak demands. Do you
7 running anew service to that customer. 7 seethat?
8 Q. And until anew pipelineis actually 8  A. Okay. What'sthe question?
9 installed to that customers, there's nothing you 9 Q. Thequestionis, do you seethat part of
10  cando to assure adequate service? 10  your testimony?
11 A. You'dhaveto look at each one on a 11 Have you had a chance to look at it?
12 case-by-casebasis. 12 A. OnPage-- onLine69?
13 What isthis customer? Isit off our 13 Q. 69through 71.
14  low-pressure system? 14 A. Okay.
15 Q. Weéll, without -- if we're looking at a 15 Q. Okay?
16 case-by-case basis, what are some of the options |16 All right. Here'smy question: It
17  that might be available on acase-by-case basis? |17  would betrue aswell, would it not, that a gas
18 A. Low pressure? Not too many. Medium 18  utility system staffed to accommodate only average
19  pressure? It's possibleto givethem gasat a 19  gasdemand would not be able to meet system peak
20  higher pressure. 20  demands; isthat correct?
21 Q. And how would that be accomplished? 21 A. Correct.
22 A. Different regulator. 22 Q. Thank you.
Page 214 Page 216
1 Q. At the customer premises? 1 If you can turn to Page 18 of your
2 A. Yes. 2 direct testimony.
3 MR. REDDICK: That'sall. 3 JUDGE MORAN: Page 18?
4 Thank you. 4 BY MR. STRAUSS:
5 JUDGE MORAN: Okay. And -- 5 Q. The page that begins with the statement the
6 JUDGE GILBERT: Mr. Strauss? 6  overarching motivation for replacing cast iron
7 MR. STRAUSS: Your Honor, if -- could wego off| 7 main.
8  therecord for amoment? 8 Do you see that?
9 JUDGE MORAN: Sure, we can. 9 A. Hm-hmm. Yes.
10 (Discussion off the record.) 10 Q. At Lines375to 377, you make the statement
11 CROSS-EXAMINATION 11  high-pressure distribution systems are inherently
12 BY 12 more reliable than older vintage low-pressure
13 MR. STRAUSS: 13  systems.
14 Q. Areweal setthen? Do you havethe 14 Do you see that?
15  document, Mr. Doerk? 15 A. Yes
16 A. Yes. 16 Q. The corresponding point isalso true, isit
17 Q. I'mactually not going to start there, but 17 not: Lower pressure systems are inherently less
18 I'mglad you have them. 18 reliable?
19 I'd like to start with your Peoples 19 A. Cast iron low-pressure systems.
20  direct testimony. It's marked as Exhibit ED-1.0. 20 Q. Yes, castiron--
21  I'mlooking at your testimony on Page4 at Lines69 |21 A. Yes.
22 through 71. If you could turn to that, please. 22 Q. -- low-pressure systems.
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1 And why isthat the case? 1 Q. Yes
2 A. It'spossible that for some of these where 2 A. No.
3 you might have leaksin there, if you have water 3 Q. Okay. If you could turn to Page 2 of your
4 higher than a quarter of a pound, which iswhat our 4  direct testimony. You state at Lines 37 through 39
5  low-pressure system operates, water could get in 5 that it would benefit customers to eliminate the
6 themain. 6  low-pressure system, and it would enhance safety
7 Q. Would you say that the current lower 7  reliability and cost-effectiveness. Do you see
8  pressure gas system poses unique demands on the 8 that?
9  Company's employees? 9 A. Yes
10 A. It places unique demands? 10 Q. Why would it make the overall system safer,
11 Q. Wadll -- 11 sir?
12 JUDGE MORAN: What do you mean by "unique"? |12 A. Wédl, | think what we're after isthe
13 THE WITNESS: Y eah. 13  elimination of leaks.
14 BY MR. STRAUSS: 14 Q. Elimination of leaks?
15 Q. Thedemands that are unusual, given the 15 A. Correct.
16 natureof the system. Arethere-- let's put it 16 Q. Andyou're saying that the -- that the use
17  thisway: 17  of ahigher pressure system will help to eliminate
18 Are there demands that are placed on the 18 leaks.
19 employeesthat are specific to this being alower 19 Do | understand you correctly?
20  pressure system that wouldn't be the case for a 20 A. Theelimination of castiron --
21  higher pressure system? 21 Q. Right.
22 JUDGE MORAN: Areyou saying, isthe work 22 A. --will help to eliminate leaks.
Page 218 Page 220
1 different? 1 Q. And that would make the system safer, sir?
2 MR. STRAUSS: Say again. 2 A. By reducing the number of leaks, correct.
3 JUDGE MORAN: Thework? Isthework -- 3 Q. That's because gas leaks pose arisk, a
4 BY MR. STRAUSS: 4 sdfety risk; isthat correct?
5 Q. Would the -- well, let's put it thisway: 5 A. Gasleaks are gasleaks.
6 With alower pressure gas system, would 6 Q. Do they pose asafety risk?
7  there be ahigher incidence of leaks? 7 A. They might.
8 A. Low pressure -- not necessarily. 8 Q. Andthat'sarisk for customers; would that
9 Q. Not necessarily? 9  becorrect?
10 Would there be a higher incidence of 10 A. Could be.
11  service outage? 11 Q. It could bearisk for employees as well,
12 A. For low-pressure mains? 12 couldit not?
13 Q. For low. 13 A. Working on the leak?
14 A. That could be possible. 14 Q. For example.
15 Q. Would there be other operational issues 15 A. It'spossible.
16 that areraised by alower pressure system as 16 Q. Okay. If you could turn to your rebuttal
17  opposed to ahigher pressure system? 17  testimony, Exhibit ED 2.0. I'm looking at Page 6,
18 A. 1 mean, | think we touched on them. Water |18  Lines 122 to 130.
19 infiltration. 19 Do you see that?
20 Q. Okay. Anything else that you can think of? |20 A. Yes.
21 A. That would be different from a higher 21 Q. You're addressing there Mr. Gennett's
22 pressure system? 22 recommendation that the Commission condition any
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1 relief granted in this proceeding on the conduct of 1 Q. You can seeit says that the Company has
2 anaudit, an audit that would concern, among other | 2 not compiled information for each of the past five
3 things, repair work order response times and 3 yearsconcerning the use, frequency or average
4 backlogs. 4 duration of temporary repairs?
5 Do you see that? 5 A. Correct.
6 A. Yes 6 Q. Andasfar asyou're aware, that data
7 Q. Mr. Doerk, are you familiar with the term 7 response remains correct today?
8 "temporary repair" as used in the context of gas 8 A. Correct.
9  system operations? 9 Q. Go back to your rebuttal at Lines 126 to
10 A. Yes 10 128 on Page6.
11 Q. Asused with respect to Peoples Gas, what 11 Y ou refer to an ongoing review --
12 doesthat term mean? 12 A. WEe'reonrebutta? My rebuttal ?
13 A. Temporary repair isa-- just what it is. 13 Q. Yeah, | apologize. Your rebuttal at
14 It'satemporary repair. It'snot apermanent 14 Page6, and I'm looking at Lines 126 to 128.
15  repair. 15 A. Okay.
16 Q. A temporary repair being nonpermanent 16 Q. You refer there to an ongoing review of all
17  repair of aleak; that would be an example? 17  of -- al pipeline safety-related activities. Do
18 A. Correct. 18 you seethat?
19 Q. | know you have Mr. Gennett'stestimony in |19 A. OnLine25?
20  front of you. | would like to draw your attention |20 Q. That'sLine 126 and 127.
21 toanexhibitinhisrebuttal. It's Exhibit 2.07. 21 A. Okay. The Company's already paying and
22 That's a dataresponse the company provided tothe 22 working...
Page 222 Page 224
1  question asked by Local 18007. 1 Q. That's correct.
2 MR. RATNASWAMY: These copies are just the 2 A. -- Commission hired consult. Okay.
3 narative. Sorry. 3 Q. Andit says, Reviewing all of the
4 MR. STRAUSS: | apologize. One moment. I'll 4  Company's -- al of the Company's pipeline
5 haveit for you. 5 safety-related activities.
6 THE WITNESS: 2.07? 6 Do you see that?
7 MR. STRAUSS: 2.07. It'sthe responseto Data 7 A. Yes
8  Request UWUA 3.16. 8 Q. Canyou tell mewhat do you understand is
9 JUDGE MORAN: It seemsto be five pages, 9  included within the phrase "pipeline safety related
10  counting from the back. 10 activities," asyou've used it on Page 6?
11 MR. ZIBART: Five pages from the back? 11 A. Anything related to Part 192 regulations
12 JUDGE MORAN: Yeah. 12  that we wereto conform with.
13 THE WITNESS: We arelooking for adatarequest? |13 Q. Anything related to Part 192 that what now?
14 MR. STRAUSS: Y eah, response. 14 | didn't hear the rest of it.
15 Y our Honor, may | approach the witness? 15 A. Theregulationsthat agas utility is
16 JUDGE MORAN: Yeah, and maybe helphimfindit. |16  required to be in conformance with.
17 MR. STRAUSS: Yeah. 17 Q. Isityour understanding that the review
18 (Discussion off the record.) 18  will evaluate the use of temporary repairs on
19  THEWITNESS: Okay. 19  Peoples gas system?
20 BY MR. STRAUSS: 20 A. It'satotal encompassing review. I'm not
21 Q. You've had achanceto look at it? 21  sureexactly what all relates. They'rein the
22 A. Yes 22 process of thisaudit right now.
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Page 227

1 Q. Do you know whether it will quantify the 1 from a-- from the Company's field service manual.
2 useof temporary repairs? 2 A. Okay.
3 A. Will it? 3 Q. Doyou haveit there, sir?
4 Q. Will it quantify the use of temporary 4 A. Yes.
5  reparsin the Peoples Gas system? 5 Q. Okay. Thank you.
6 A. | don't know. 6 What is the purpose of the field service
7 Q. Do you know whether it's going to provide 7 manua?
8 dataon the average duration of the temporary 8 A. It guidesand direct field service
9  repair on the Peoples Gas system? 9  employees.
10 A. | don't know. It could. 10 Q. Wouldyou say it'sthe official set of work
11 Q. Do you know of any other dataontemporary |11  procedures for field service employees?
12 repairsthat it might provide? 12 A. They would use thisin conjunction with
13 A. That what might provide? 13 performing their work.
14 Q. Thisreview that you refer to on Page 6. 14 Q. Sothemanual isdistributed to all field
15 A. | don't know. 15  service employees; would that be correct?
16 Q. Now, do you know whether the review is 16 A. Yes.
17  going to provide any information on the adequacy of |17 Q. Doesthe Company conduct training on the
18 the staffing levels at Peoples Gas? 18  procedures of the field service manual ?
19 A. They'relooking at everything. 19 A. Yes.
20 | don't know exactly specific what 20 Q. Do field employees have the manual with
21 they'regoing to -- or what they are looking -- or 21  them when they conduct their work out in the field?
22 doing an entire pipeline safety audit. 22 A. Yes.
Page 226 Page 228
1 Y ou're asking me specific questions. | 1 Q. Isthe manual submitted to this Commission
2 really don't know. 2 foritsreview?
3 Q. Do you know what the status of the review 3 A. We-- they -- yes, the Commission does have
4 is? 4 our manuals.
5 A. Itjust started about three, four months 5 Q. Do they -- the Commission have to approve
6 ago. 6  them before they go into effect?
7 Q. Do you know when it's scheduled to be 7 A. No. | mean, if we make any changes, we
8  finished? 8  update them on it, but they would have the full
9 A. | believeit's 18 monthsin duration. 9  copiesof our manuals.
10 Q. Do you know -- 10 Q. If you make changes, you'd review them with
11 A. 1don't know. 11 the Commission?
12 Q. Okay. Sorry. 12 A. Wewould submit it to them.
13 Do you know whether the results will be 13 Q. Andinterms of submissions, would that
14 made available to the public? 14  be-- the review be through the pipeline safety?
15 A. I'mnot sure. 15 A. It would be the pipeline safety group that
16 Q. If you could turn to the same stack of 16  wewould submit to.
17  documentsin Mr. Gennett's rebuttal. I'm sorry. 17 Q. Okay. Doesthe Company undertake audits of
18 I'mlooking at another data response. 18  the compliance with the procedures of the manual?
19 Thisis-- it'shisresponse -- it's 19 A. We have recently implemented a compliance
20  Exhihit 2.05 to Mr. Gennett's rebuttal and this 20  monitoring group that are now performing audits.
21  document is aresponse to Data Request UWUA 3.09 |21 Q. How recently?
22 and attached to it is atwo -- two-page excerpt 22 A. Within the past year.
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1 Q. ThelCC, doesit -- doesit do field audits 1 A. lItcould, yes.
2 of compliance with the manual as well? 2 Q. -- would that be correct?
3 A. Yes, they do. 3 A. Yes
4 Q. If you could take alook at the excerpts, 4 Q. What safety risks might be posed by a
5 it'sfrom Section 11.7, entitled repair of leaks. 5 temporary repair?
6 I'mlooking at the -- starting off, I'm looking at 6 A. A temporary repair is a safe condition
7  thefirst two sentences. 7 that'sleft, but it's meant for someone to follow
8 A. Okay. 8  up with anew permanent repair.
9 Q. Thefirst one states, in part, that -- 9 Q. Waéll, why would you have to follow up and
10 wadl, it statesin its entirety that the leaks on 10  doapermanent repair if it's safe when it's | eft,
11  customer or company-opened piping inapremise (11 sir?
12 shall berepaired permanently on the first call 12 A. Because that's what our manual requires.
13 whenever possible. 13 Q. Do you know why?
14 And then it states -- the second 14 A. Becauseitisatemporary repair. It'snot
15 sentence says, Temporary repairswill beavoided. |15  meant for long-term -- it's not a permanent repair.
16 Why isit the case that the field 16 Q. Isit possible that atemporary repair
17  service manual advisesthat leaks should be 17  might deteriorate or it might fail before a
18  repaired permanently on thefirst cal, if 18 permanent repair is made?
19 possible? 19 A. | would believe that would be one of the
20 A. That isthe preferred method of completing 20 things that why you would want to come back and
21 aleak. 21  follow up and do a permanent repair.
22 Q. If youdon't have a permanent repair, then |22 Q. What might other reasons be that you'd want
Page 230 Page 232
1  youuseatemporary repair; isthat correct? 1 tocome back and do a permanent repair?
2 A. That's correct. 2 A. Wewant to come back and do a permanent
3 Q. And the manual states the temporary repairs 3 repair ondl of them.
4  aretobeavoided; isthat correct? 4 Q. | know.
5 A. If at al possible. 5 Why?
6 Q. If at al possible. 6 A. Youdo not want to leave it in atemporary
7 And why should they be avoided, if at 7  condition. It'satemporary repair.
8 al possible? 8 Q. Inright under Heading A, the sentence
9 A. Becausethe preferenceisto have a 9  reads, When performing atemporary repair, the need
10  permanent repair. 10  for prompt correction should be stressed.
11 Q. Do temporary repairs pose safety risks? 11 Do you see that?
12 A. Ifitwas, it would not be allowed to be 12 A. Yes.
13 left that way. It would not be allowed to be a 13 Q. Why isprompt correction needed for a
14  temporary repair. 14  temporary repair?
15 Q. A temporary repair, that generally involves |15 A. Becauseit's not intended to be left asa
16 theuse of white cloth tape, soap and water and 16 temporary repair. It'sintended to be meant that a
17  somekind of asticky gum compound, would that be |17  permanent repair would subsequently be made.
18 correct? 18 Q. Wéll, why would it have to be repaired
19 A. That could be some of the things they use, 19  promptly?
20 yes. 20 Why couldn't it be repaired on a
21 Q. A permanent repair, that would involve 21 leisurely basis?
22 replacing apipe or afitting or valve -- 22 A. Becauseitisatemporary repair and
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1  something you would want to get done and you would | 1 Q. Youdiscussin your rebuttal testimony a

2 not want to leave open-ended. You'd want to do it 2 gasleak at Sacred Heart Hospital; isthat correct?

3 aspromptly as possible. 3 A. Correct.

4 Q. Youwouldn't need any further work on a 4 Q. ThatwasaClass1 leak; am | correct?

5  permanent repair; isthat correct? 5 A. Youknow, it'sonel looked into because it

6 A. Thatiscorrect. 6  was brought up in Mr. Gennett's testimony.

7 Q. Why would you not need to do any further 7 Yes, | think -- | believe it wasa

8  work on apermanent repair? 8 Class 1 leak when it wasfirst discovered.

9 A. Becauseit isapermanent repair. 9 Q. If the manual statestemporary repairs are
10 Q. Thereare different classes of gasleaks, 10 tobeavoided and permanent repairs should be done
11  aretherenot, sir? 11 onthefirst cal, why would atemporary repair
12 A. Yes 12  ever be appropriate?

13 Q. Andam /| correct that the different 13 A. There, you might not have the right person

14  categories, there's GasLeak 1, 2 or 3; isthat a 14 onthejob. You might haveto curtail gasto a

15 term -- are those terms you're familiar with? 15  customer that you try to arrange with them, if it

16 A. Correct. Yes. 16 waspossible and could be left safe.

17 Q. Class 1 leaksare considered the most 17 Q. Sothat'd be correct that a temporary

18  serious, arethey not? 18  repair might be necessary when the employee that

19 A. That'scorrect. 19  must be present to complete the permanent repair is

20 Q. Would it be true that Class 1 leaks pose 20  not available; would that be areason?

21  greater safety concernsthan Class 2 or Class 3? 21 A. Say that again.

22 A. Correct. 22 Q. It'd be correct that you'd use atemporary
Page 234 Page 236

1 Q. Why isthat? 1  repair or atemporary repair might be necessary

2 What isit about Class 1 leaks? 2 when the employee who needs to be present to

3 A. Class 1 lesksare -- that's the immediate 3 complete the permanent repair is for whatever

4  danger. It'ssomething that -- it's hazardous, 4 reason not available?

5  could potentially be dangerous. It'srequired to 5 A. Not necessarily.

6  beworked on to clear aClass 1 or downgrade a 6 Q. | didn't say necessarily.

7 Class 1. 7 | said, would that be one reason why you

8 Q. Indeciding the amount of time by which a 8  might haveto use atemporary repair?

9  permanent repair should be made, will consideration | 9 A. No, it might be one that you were just
10  begiventowhether theleak at issueisaClass 1 10 tryingto alleviate ahazard until you can schedule
11 lesk oraClass 2 leak or Class 3 leak? 11  acrew to come back or, again, if you shut down a
12 A. Wdll,if it'saClass 1 leak, you have 12 customer. There might be other reasons that are
13 to-- you haveto keep continuous action until you |13 involved with it.

14  candowngrade that leak to something other thana |14 Q. If you don't have the crew available, you

15 Class1. Youcan'tleaveaClass1 leak. 15 haveto use atemporary repair; isn't that correct?
16 Q. Indeciding whether -- well, you can repair 16 A. No, depending on how dangerous it was, you
17 acClass 11 leak temporarily, can you not? 17  could disconnect it, cut it off. Y ou could shut

18 A. Wedl, thenit'sno longer aClass 1 leak. 18 the customer down.

19 Q. Canyou useatemporary repaironaClass1l |19 If it was going to remain hazardous, you

20  leak? 20  would take whatever action is necessary to make it
21 A. If you down- -- if that downgradesit from 21  nonhazardous.

22 aClass1 leak, from not being a Class 1 leak. 22 Q. Isittrue, Mr. Doerk, that adistribution
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1  crew or aSenior Service Specialist No. 1 or No. 2 1 temporary repair, the situation's a safe situation?
2 must be present to perform a permanent repairona | 2 A. You'redtill going -- again, it's asafe
3 Class1leak? 3 dituation. It'ssafe at that time, but you still
4 A. That'scorrect. 4  don't want to leave it as atemporary repair. You
5 Q. If, for whatever reason, the distribution 5 eventually want to come back and make it a
6  crew or service -- Senior Service Specialist No. 1 6  permanent repair.
7  or Senior Service Specidist No. 2 is not 7 Q. And that's because there's a higher risk
8 available, then atemporary repair is the only 8  that something could happen if you leaveit asa
9  option; isn't that correct? 9  temporary repair?
10 A. A temporary could be made by that person. |10 A. Youwould not want to leaveit asa
11  Thecrew leader or the Senior Service Specialist 11  temporary repair, correct.
12 No. L 12 Q. Okay. Right under the Heading A in the
13 Q. | saidif they're not available. Assume 13 excerpt from the service manual that Mr. Gennett
14  they'renot available. 14  provides as an exhibit, he says that it states that
15 Isatemporary repair the only option 15  thecustomer shall be advised of the temporary
16 forthe Class 1 leak in that instance, other than 16  nature of therepair and the need to complete the
17  shutting off the customer? 17  permanent repair within areasonable period of
18 A. No -- right. Those be would the options. 18 time, typically, no more than five business days.
19  Shutting it off. 19 Do you see that?
20 Q. Either the temporary repair or shutting off 20 A. Yes
21  thecustomer, those are the options if you don't 21 Q. Itgoeson to state that afield service
22 haveadistribution crew leader or a Senior Service |22 supervisor setsthe time limit.
Page 238 Page 240
1 Speciaist No. 1 or No. 2 present; isthat correct? 1 Do you see that?
2 A. They would have to be there to make that 2 A. Yes.
3 temporary repair. 3 Q. A field service supervisor is not aunion
4 Q. They would have to be there to make the 4  employee; am| correct?
5  temporary repair? 5 A. That's correct.
6 A. Yes 6 Q. Mr. Doerk, | take it that compliance with
7 Q. Or the permanent repair? 7  theproceduresin the field service manual is
8 A. Yes 8  considered by the Company to be essential to the
9 Q. Look down on the same page down at -- it's 9  provision of safe, reliable and cost-effective
10 the same page of the excerpt from the service 10 service?
11  manual. Section A-2, it says, The work ticket 11 A. Yes.
12 shal state the customer has been notified the gas 12 Q. And | take it that noncompliance with the
13 servicewill beinterrupted if a permanent repair 13 procedures would be inconsistent or the Company
14 isnot madein areasonable period of time. 14  would beregard it asinconsistent with safe,
15 Y ou see that? 15 reliable and cost-effective service?
16 A. Yes 16 A. Yes
17 Q. Why would a customer service be interrupted |17 Q. Okay. If you can turn to your surrebuttal
18  absent completion of a permanent repair withina |18  testimony at Page 3. I'm looking at the question
19  reasonable time period? 19 andanswer at Lines 47 to 55.
20 A. Becauseit isintended for the temporary 20 MR. STRAUSS: Give me amoment, your Honor.
21  repair not remain that way. 21 THE WITNESS: Surrebuttal page?
22 Q. Eventhough, asyou told me, after 22  BY MR. STRAUSS:
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Page 243

1 Q. Page-- 1  todiscuss ameeting that he had with you on

2 JUDGE GILBERT: 3. 2 August 1st.

3  BY MR. STRAUSS: 3 Do you see that?

4 Q. Page 3? 4 A. Yes

5 A. Okay. 5 Q. Do you recal being present at that

6 Q. Lines47to55. 6  meeting?

7 A. Yes 7 A. Yes.

8 Q. You'reresponding there to a portion of 8 Q. That meeting was called by the company, was

9  Mr. Gennett'srebuttal testimony inwhich herefers | 9 it not?

10 toan August 1st meeting between you, Mr. Doerk, |10 A. Yes

11  and certain union officials. 11 Q. Mr. Gennett testifies at Lines 6 through 8

12 Do you see that? 12 that the union leadership was informed at the

13 A. Okay. I'msorry. | lost you. 13 meeting that revenue collection gas cutoff work --

14 I'm on Page 3. 14 the Company was bringing in outside contractorsto

15 Q. Page 3, Lines47 to 55. 15 conduct certain revenue collection cutoff work.

16 A. Right. 16 Do you see that?

17 Q. Question beginson 47, your answer on51. |17 A. Yes.

18 A. Okay. Whereisthe -- about the union 18 Q. Isthat consistent with your recollection

19 meeting? In hisrebuttal testimony, Mr. -- 19  of what was conveyed to the union officials at the

20 Q. Surrebuttal. 20  meeting?

21 A. | thought | am-- | amin surrebuttal. 21 A. Yes.

22 MR. ZIBART: Okay. I'm sorry. 22 Q. Thework that was discussed at the meeting,
Page 242 Page 244

1 What's the question? 1  that involves cutting off service to customers for

2 THE WITNESS: I'm missing the date and you're | 2 nonpayment of their bills, doesit not?

3 saying the -- his question doesn't say anything 3 A. That'scorrect.

4 about dates. It'stalking about eight contracted 4 Q. There are always customers who, for one

5 personnel as demonstrating an adequate employee | 5  reason or another, fail to pay their bills and for

6  complement Peoples Gas. 6  whom the Company decides to terminate the service;

7 BY MR. STRAUSS: 7 isn't that correct?

8 Q. I'mgoing to show you in a minute where 8 A. That'scorrect.

9  your testimony doesn't refer to the date. 1I'm 9 Q. Cutoff work of the type that was discussed
10 goingto show the part of Mr. Gennett'stestimony |10  at the meetings is undertaken by the Company every
11 whereit does. 11  day,isitnot?

12 Y ou're talking there about a meeting you 12 A. Cutoff -- yes.

13  attended with certain union officials. Youtalked |13 Q. And the cutoff work that was being

14  about an outsourcing issue; is that correct? 14  discussed at this August 1st meeting, that involved
15 A. Correct. 15 only exterior infrastructure; isthat correct?

16 Q. Okay. If you turnto Mr. Gennett's 16 A. Correct.

17  rebuttal testimony at Page 8, that's the Exhibit 17 Q. Didn'tinvolve going into a customer's

18  UWUA 2.0. 18 dwelling; isthat correct?

19 A. I'msorry. What's the page? 19 A. Itdid not.

20 Q. Page8. 20 Q. Would you say that work's relatively easy
21 A. Okay. 21  tocomplete?

22 Q. AtLine6, Mr. Gennett discusses -- begins 22 A. It'samatter of terminating service,
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1  right. 1 A. Yes

2 Q. Youdon't need any special parts other than | 2 Q. Canyou turn to your surrebuttal at

3 apipewrench, do you? 3  Page3-- dtrikethat. I'msorry. Let me ask you

4 A. Weéll, youwould need akey toturnthegas | 4 adifferent question, Mr. Gennett -- I'm sorry,

5 valveoff. 5  Mr. Doerk.

6 Q. A key, isthat what you said? 6 What are inside safety inspections?

7 A. Yes 7 A. Inside safety inspections are really

8 Q. Youd need akey. 8  requirement -- it's a service pipe inspection, but

9 Okay. But would | be correct that this 9  because the meter's are inside, we're required to
10  work could be performed by entry-level company (10 test for agasleak to the outlet of the meter.

11  employees? 11  Therefore, it'saninside -- it's called an inside
12 A. Thatiscorrect. 12  safety inspection.
13 Q. Infact, isn'tit typicaly the case at 13 Q. These inspections are federally mandated,
14  Peoplesthat entry-level union employees perform |14 arethey not?
15  thiswork? 15 A. That's correct.
16 A. They do. 16 Q. They're aso known as compliance
17 Q. Isit correct that the Company seeksto 17  inspections; isthat correct?
18 complete the revenue-related service cutoffs by the |18 A. It'saregulatory requirement to perform
19  end of November? 19 theseinspections.
20 A. Yes. 20 Q. Peoples Gaswas fined in 2007 for its
21 Q. Why isthat? 21 failureto conduct compliance inspectionsin 2006;
22 A. Wéll, on residential heating accounts, 22 isn't that correct?
Page 246 Page 248

1  there's-- that's when the disconnection period 1 A. No, | believe it wasfined for the years

2 ends, November 30th. 2 2000 through 2004.

3 Q. Sothat'sthe case every year, isit not? 3 Q. For failure to conduct those inspections;

4 A. Correct. 4  isthat correct?

5 Q. Mr. Gennett states on Page 8, if you look 5 A. Correct.

6 at Lines 14 through 15, that thiswork has 6 Q. Wasthefineroughly on the order of a

7 historically been performed by the Company'sown| 7  million dollars?

8  work force. 8 A. | thought it was a half amillion dollars.

9 Do you see that? 9 Q. Atthetime of the August 1st meeting when
10 A. Yes. 10 youinformed the union that eight contractors would
11 Q. That'sacorrect statement, isit not? 11  bebrought in to do the revenue collection cutoffs,
12 A. That'scorrect. 12  wasthere abacklog of inside service inspection
13 Q. If you turnto Page 9 of Mr. Gennett's 13 work to be completed by Peoples?

14  testimony. 14 A. A backlog, no.

15 At Lines 8 through 9, Mr. Gennett states 15 Q. Therewas not?

16 that the union officials were informed by you, 16 A. No, we do -- we do them every year.

17  Mr. Doerk, at the meeting that the work was being |17 | mean, it's the same number that

18  shifted to contractors due to alack of on-staff 18 they'reroughly the last three years that we've

19  resources. 19 performed.

20 Do you see that? 20 Q. At that time point in time, were you on

21 A. Yes. 21  scheduleto complete the S| work at the appointed
22 Q. That'sacorrect statement, isit not? 22 time?
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1 A. Yes 1  atyour answer at Lines 94 through a hundred.
2 Q. Isit correct that union employees who 2 That'saquestion and answer.
3 would have otherwise done the revenue collection 3 A. Expected retirement of current crew
4 cutoff work were shifted to work on I1SIs? That's 4  |eaders?
5 inside service inspections. 5 Q. That'scorrect, that Q and A.
6 A. Wedid have -- we did shift employees to 6 A. Hm-hmm.
7 work on inside safety inspections, correct. 7 Q. The question you were asked there refers to
8 Q. Why was that necessary? 8 datasupplied by Mr. Gennett on anticipated
9 A. Inorder to accelerate the completion of -- 9 retirements over the next ten years of crew leaders
10  toalow opportunity to disconnect them or 10  and service specialists -- Senior Service
11  physically shut them off. 11  Specidists, Grade No. 1.
12 Q. No, why were the union employees shiftedto |12 Do you see that?
13 theinside service inspection work? Well get to 13 A. Yes.
14  thecontractorsin aminute. 14 Q. You don't take issue with the accuracy of
15 Why were the -- why were the union 15  Mr. Gennett's data on these points, do you, sir?
16  employees shifted to the inside serviceinspection |16 A. No.
17  work? 17 Q. Crew leadersisthetop-tier classification
18 A. To accelerate the completion of that work. 18  among distribution department employees; is that
19 Q. To accelerate the completion of that work. 19  correct?
20 If the work was on schedule, why did it 20 A. That's correct.
21  haveto be accelerated? 21 Q. And Senior Service Specialists, Grade
22 A. Inorder to alow time to do disconnects. 22 No. 1, isthetop-tier classification among service
Page 250 Page 252
1 This was after you've given letters to 1  department employees; isthat correct?
2 customers and you're no longer to gain access. | 2 A. Thatiscorrect.
3 mean, we have to be done by the end of year. We 3 Q. When acrew leader position becomes open,
4  aretrying to acc- -- 4  there's no obligation on the part of the Company to
5 Q. You need to be what to be done by the end 5 fill that position with an eligible junior
6 of theyear? 6  employee; isthat correct?
7 A. Inside safety inspections. 7 A. Correct.
8 Q. Allright. 8 Q. And the same thing would be true of about a
9 A. Sotheplan wasto accelerate it to get 9  Senior Service Specialist No. 1.
10 doneto allow time to do disconnections. 10 When the position opens up, there's no
11 Q. You had not been informed by the ICC at 11  obligation on the part of the Company to fill it?
12 thistime that there was a backlog onthe ISl work |12 A. That's correct.
13  that needed to be addressed; is that correct? 13 Q. Thedecision on whether to promote to
14 A. Correct. 14  either of those classifications rests entirely with
15 Q. Soif I understand what you're telling me 15 the Company, doesit not?
16  then, you shifted union employeesto inside service |16 A. Thatis correct.
17  inspections work and then hired contractorstodo |17 Q. If you turnto your surrebuttal at Page 2,
18  revenue collection cutoffs that had to be completed |18  Lines 38 to 40.
19 by theend of November. Do | haveit right? 19 A. Okay.
20 A. That'sright. 20 Q. You refer there to 46 new entry-level union
21 Q. If you could turn to Page 5 of your 21  employees have been hired since March.
22 rebuttal testimony to Exhibit ED 2.0. I'mlooking |22 Do you see that?
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1 A. Yes 1 A. What -- I'm sorry. State the question
2 Q. These entry-level employees either have or 2 agan.
3 will havethejob title of operations apprentices; 3 Q. Doesthe Company have any specific plans
4  isthat correct? 4  that you know of to hire additional employees who'd
5 A. That'scorrect. 5  be charged with making replacement of distribution
6 Q. None of these employeesis hired asacrew 6  mains, should the accelerated main replacement
7  leader or a Senior Service Specialist No. 1; is 7 program --
8 that correct? 8 A. Not at thistime.
9 A. Thatis correct. 9 Q. --andrider -- say again?
10 Q. If you turn back to your rebuttal again at 10 A. Not at thistime.
11  Page5where we were amoment ago; at Lines97to |11 Q. Not at thistime.
12 100, you're discussing how the Company will address |12 Now, looking further down the page on
13 theexpected retirements of crew leadersand Senior |13 Page 5, you there discuss the union's one-for-one
14  Service Specidists No. 1. 14  proposal.
15 Do you see that? 15 Y ou see that?
16 A. Yes 16 A. Yes.
17 Q. Asl read your answer, you seem to be 17 Q. That proposal invalves the Company filling
18  saying that the Company plansto respond to the 18 employee vacancies that become open with qualified
19 retirements of the crew leaders and the Senior 19 internal employee candidates; isthat correct?
20  Service Specidist No. 1s by continuing to do what 20 A. That's correct.
21 it hasbeen doing previoudly; isthat correct? 21 Q. You state at Lines 108 and 109 that the
22 A. Correct. 22 proposal iswithout regard for ongoing
Page 254 Page 256
1 Q. Youdon't proposein this passage the 1  technological innovations and infrastructure
2 implementation of any new system, any new program,| 2  upgrades.
3 new initiative to deal with the up and coming 3 Do you see that?
4  retirements; isthat correct? 4 A. Yes
5 A. No. 5 Q. | want to make sure | understand your
6 Q. Would it be correct, sir, that the Company 6  concernthere.
7  doesn't plan to make any changesin its process to 7 Is the Company's concern that -- isthe
8  addressthe work force replenish issues that the 8 concern that if the proposa were adopted, the
9  union hasraised in this proceeding? 9  one-for-one proposal, the Company might be
10 A. We have -- | mean, we do thisreview every 10 obligated to fill positionsthat will become
11  year of our workload and of complement of 11  unnecessary asaresult of technological changes or
12 employees. It'san annual review. 12 aninfrastructure upgrades?
13 Q. Andyou're not proposing in response to the 13 A. That could be possible.
14  concernsthat have been raised here, just so we're 14 Q. That wasthe concern. That -- that's the
15 clear, to do anything different than what you've 15 concern you're expressing there at the bottom,
16  been doing before; isn't that correct? 16  right?
17 A. Thatiscorrect. 17 A. Yes
18 Q. Doesthe Company have any specific plansto (18 Q. If you can take alook at Mr. Gennett's
19  hire additional employees who'd be charged with 19 rebuttal testimony at Page 16, Line 7 through 11.
20 making the replacement of distribution mains, 20 A. Lines?
21  should the accelerated main replacement programbe |21 Q. 7through 11. Okay.
22 adopted? 22 Y ou see that Mr. Gennett there states

47 (Pages 253 to 256)



Page 257 Page 259

1  that the one-for-one proposal should not bereadto | 1 A. Correct.

2 require the Company to fill positions that have 2 Q. Fair enough.

3 been eliminated for the reasons you suggest at 3 If you could turn to your rebuttal at

4 Lines 108 and 109 of your rebuttal at Page 5? 4  Page3.

5 A. Yes 5 JUDGE MORAN: How much more do you have?

6 Q. Ingenera, Mr. Doerk, the Company's 6 MR. STRAUSS: A few minutes. Not much more.

7  obligated to provide safe and reliable service, is 7 If you'd prefer, we can break for lunch

8 itnot? 8 now and | can come back.

9 A. That's correct. 9 JUDGE MORAN: WEéll, we can finish and then --
10 Q. And to meet the obligations, the Company's |10 JUDGE GILBERT: Yeah, why don't you finish. |
11  required to have and to retain a qualified and 11  haveacouple questions and then that probably
12 experienced work force; isn't that correct? 12 would be agood time to break because you can plan
13 A. That'scorrect. 13 your redirect during lunch.

14 Q. All other things being equal, sir, isit 14 MR. STRAUSS: Fair enough.
15 morelikely orisit lesslikely that the Company 15 BY MR. STRAUSS:
16  will havethe work forceit needsif it routinely 16 Q. Turnto your surrebuttal at Page 3, your Q
17  fillsopen vacancies with qualified internal 17 andA at Lines54to58. You're commenting there
18 candidates? 18  on Mr. Gennett's statement that -- needed to
19 A. Statethat again. 19 institute an in-house replenishment system.
20 Q. All other things being equal, isit more 20 Do you see that?
21  likely orisit lesslikely that the Company will 21 A. Yes.
22 havethework forceit needsif it routinely fills 22 Q. As| read your answer, you seem to be
Page 258 Page 260

1  openvacancies with quaified internal candidates? | 1  saying that in-house replenishment requires two

2 A. | guess, yes. 2 things. First, it requires the Company to promote

3 Q. Okay. And all other things being equal, is 3 employeesinternally to more responsible positions;

4 itmorelikely orisit lesslikely that the 4  isthat correct?

5  Company can retain the work forceit needsif it 5 A. Say that again.

6  routinely fills open vacancies with qualified 6 Q. Inorder to meet the in-house employee

7  internal candidates? 7 replenishment concerns that have been raised, as |

8 A. lIt'spossible. 8  read your testimony there at Lines 54 to 58, you

9 Q. It'spossible? 9  seem to be saying two things are necessary.

10 A. Yes. 10 Thefirst thing is that the Company

11 Q. It'spossiblethat it's morelikely? I'm 11  needsto promote internally employeesto more
12 just asking. 12 responsible positions as they open up?

13 A. Youreasking if people would expecttobe |13 A. That'swhat thisis-- we've promoted

14 retained here. 14  employeesto higher positions.

15 Q. No, what I'm asking you is, more likely, 15 Q. That'swhat that says, correct?

16 that the Company would retain the work forcethat |16 A. Yes.

17 it needs, that it's sufficient size and 17 Q. Okay. And the second thing you seem to be
18 sufficiently trained, if, when avacancy became 18 sayingisyou'rerequired to hire new entry-level
19  open, the Company filled it with aqualified 19  union employees; isthat correct?

20  interna candidate? 20 A. That's correct.

21 A. If there was aneed. 21 Q. You mentioned 51 employees have been
22 Q. If therewas aneed to fill the position? 22 promoted to more senior positions. Those are
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1 in-house employees who are being moved up the 1  Service Speciadist No. 1, that was aresult of the
2 ladder; isthat correct? 2 obligation the Company took on as apart of the
3 A. That's correct. 3 settlement of the merger case; isn't that correct?
4 Q. You have Mr. Gennett's rebuttal there. If 4 A. Correct.
5 youtakealook at Page of 6 of hisrebuttal at 5 Q. And| believe the 13 crew leader promotions
6  Lines1through 12. 6 wasasaresult of the same thing, were they not, a
7 Y ou see that Mr. Gennett does an 7 condition that was put on the Company in the merger
8 analysis of where those employees have beenmoved | 8  agreement?
9  or why those employees have been promoted? 9 A. No.
10 A. | seehis-- | seehisanalysis, yes. 10 Q. Itwasnot?
11 Q. You didn't comment on it in your rebuttal. 11 A. No.
12 Doyoutakeissuewithit, sir? 12 Q. Other than -- let'stalk about Senior
13 A. I'mnot sure what -- who he's referring to 13  Service Specialist No. 1.
14  about -- 34 workers among the ranks or more senior |14 Other than the eight promotions that you
15 positions were lost due to some form of attrition. 15  described, that you just mentioned to me that were
16 1--1mean, | don't know that number. 16 thereasaresult of amerger; in roughly the last
17 Q. Widll, of the 51 hourly employees that have 17 nineyears, isit correct the Company has not moved
18  been promoted that you refer to on Page 3, how many |18  any junior employee into the Senior Service
19  of them were promoted because of the attrition 19  Specialist No. 1 category?
20  reasonsthat Mr. Gennett references? 20 A. | got to back up one second.
21 A. Thepromotionswerebased onaneedinthat |21 | think you're talking about the
22 classification. 22 conditions of the merger that did require certain
Page 262 Page 264
1 Q. So there was an opening? 1  promotions to take place or upgrades. There were
2 A. Waéll, it was -- there was a need to promote 2 somein the crew leader classification and the gas
3 employeesinto that classification. 3 mechanic classification; but based on need, the
4 Q. Andwedon't know whether that needwasas | 4 Company made more.
5 aresult of someone having left, someone having 5 | mean, it was part of our regular
6  beenfired, someone -- 6 evauation that would have occurred anyway.
7 A. Based on the workload. 7 Q. Of the 13 crew leader positions, how many
8 Q. Those would be instances, those 51 8  wererequired by the conditions of the merger?
9 instances, in which on a one-for-one basis more 9 A. Eightor nine. I'd haveto --
10  senior positions became open and they werefilled |10 Q. And of the eight Senior Service Specialist
11 by eligible junior employees; isthat correct? 11  No. 1s, weren't they all required by the condition
12 A. These promotions were upgrade fromanentry (12 of the merger?
13 level position into a higher level position. 13 A. That's correct.
14  That'scorrect. 14 Q. Okay. And other than those eight Senior
15 Q. Do you know into what job classifications 15  Service Specialists No. 1s, in the last nine years,
16  these 51 people were placed? 16 isit correct that the Company has moved no junior
17 A. Yes. | believe 13 of them weretothecrew |17  employeeinto the Senior Service Specialist No. 1
18 leader position, 30-something to the gas mechanic |18  category?
19 classification, and eight to the Senior Service 19 A. That would be true.
20  Specidist No. 1 classification. | think that's 20 MR. STRAUSS:. Okay. | don't have any further
21  the breakdown. 21  questions.
22 Q. The eight people who were moved into Senior |22 JUDGE MORAN: Okay.
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Page 267

1 JUDGE GILBERT: Okay. | just haveacouplefor| 1  main ranking index numbers.
2 you, Mr. Doerk. 2 Q. Okay. Andsincel guess, theoretically,
3 EXAMINATION 3 you could go to infinity -- I'm sure that never
4 BY 4 occurs-- what would be the highest you've ever
5 JUDGE GILBERT: 5 seen?
6 Q. Takealook at Page 13 of your direct. 6 A. When the program first started, | remember
7 A. For Peoples? 7 seeing numbersin the magnitude of 12. But, again,
8 Q. Yes, for Peoples. I'm sorry. | want to 8  you got to remember you're starting this program
9 start on Page 16. 9  from ground zero. So now, you're looking at all
10 A. Page16? 10 your mains. Now, we are keeping up on this, that
11 Q. Yes. Andif youlook at Line 344 and if 11  any timethey hit six.
12 youjust refresh yourself regarding that paragraph 12 So it's unlikely to see anything with a
13 that startson Line 344. 13 very high ranking leaping, but when it first
14 A. Okay. 14  started out, I've seen them as high as nine, ten,
15 Q. With regard to the meter ranking index, 15  but | would not anticipate seeing that type of
16 what are -- what isthe -- describe the ranking 16  number, anymore.
17  from top to bottom. 17 Q. Isthereaformal threshold at which amain
18 What's the lowest number you can have on 18 ranking number tells you that you have an
19  that range? 19  emergency, that you have to act immediately?
20 A. Zero. 20 Is there a number above which or at
21 Q. Andit goesupto? 21 whichyou will take immediate action?
22 A. Itcould go upto-- again, the main 22 A. Theway the main ranking worksiswe will
Page 266 Page 268
1 ranking is based on the amount of maintenance 1  takeaction -- once the main ranking goes over six,
2 activity that happens on amain. 2 wewill replace that segment of main.
3 So the more maintenance activity it had, 3 It doesn't mean there's aleak on that
4 it can go to higher than six. It could be seven, 4 main or that there's any emergency onit. It just
5 itcould beeight. It'sjust that we put the 5  means based on the maintenance, we don't want to
6 threshold at six. So we will replace any main that 6 incur any future maintenance on it. We will
7  reachesthat -- six or higher, we will replace 7  replacethat. But it doesn't -- there doesn't even
8  immediately. 8 havetobealeak on that main.
9 Q. Right. I understood why you said that. 9 Q. Would something over six have to have a
10 I'mtrying to get a sense of the entirety of the 10 leak in order to be higher than six?
11  index; in other words, how high it can go, how low |11 A. What would generally -- theranking is
12 itcango. 12  based on severa things. Theranking isbased on
13 A. Oh, | mean -- well, that's what I'm saying. 13 thetype of material, the diameter, the -- if there
14 Based on the formula, you could have a 14  wereleak repairs on that, how many main brakes
15 mainrank. Yourunyour calculationsandyou'da |15 might have occurred on that particular segment.
16 manrank of 9.7. You got amain rack of 16.4. 16 It would be how many times we might have
17  Typicaly, they don't go that high becauseassoon |17  dug up the main, exposed it and a crew does a
18 asit hitsthe threshold, it's based on maintenance |18  visual observation onit. They report on it.
19 activity. Andassoon asit would go over six, we |19 It's based on the -- maybe a coupon
20  would bereplacing it to prevent it fromgoingany |20  analysisand degradation of wall that we might have
21 higher. 21  taken onthat pipe, and it's also based on the
22 So you typically do not see very high 22 other leaks that might have been repaired, joint
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1 repairs. 1 Q. Allright. Theimpression | drew from
2 Those al go into accumulating or 2 that -- tell meif thisiswhat you intended and if
3 evauating or coming up with what that number is. 3 you believeit to be true.
4 Q. If you assess the segment using your MRI -- 4 Theimpression | drew isthat you were
5 A. Okay. 5 saying that a nonunion employeeis more
6 Q. -- and you derive anumber substantially 6  cost-effective because a nonunion employees costs
7  above six, will you take immediate action or is 7  less?
8 that added to alist of things that will get action 8 A. No, this has nothing to do with nonunion
9 in, let'ssay, the near future? 9 employees. Thisis-- it has nothing to do with
10 A. If it goesover six, wewould replaceitin 10  nonunion employees.
11 lessthan ayear. 11 Q. Allright. Well, let'slook at it as
12 Q. Okay. Andunlessthereisaleak, you do 12 having to do with union employees.
13 not replace in something quicker than the time 13 A. Okay.
14 framelessthan ayear? 14 Q. Areyou saying that the Company will
15 A. | mean, depending on what wasgoingon. If |15  reply -- will replace retiring union employees with
16 welooked at it and there was other work that we 16  other union employees on a one-for-one basis, but
17  seewasgoing on or there was a public improvement |17  the Company must retain the right to manage its
18 jobgoing on, it might be something we say, Hey, |18  work force to achieve the goals you described
19 weregoing to initiate right away. 19  describe there in the most cost-effective manner
20 | mean, it could be donein first month 20  for customers.
21 (sic). 21 A. Hm-hmm.
22 Q. Okay. Now, let'sgo to Page 13. 22 Q. Soflipping my question around, you seem to
Page 270 Page 272
1 And if you could look at the question 1  beimplying that unionized employees are more
2 and answer beginningon Line 265. AndI'mreally | 2  expensive; isthat correct?
3 interested injust the first couple of sentences 3 A. No, that's not the intent here.
4  therein that paragraph. 4 Theintent wasthat if you had a
5 All right. 5 category of employees and it's the highest paid
6 A. Okay. 6 classification and there's not a need to have
7 Q. Could you describe quantitatively how the 7  everybody at that layer, it's not prudent just to
8  FERC regulated services offset ratepayer costs? 8  promote people on one-for-one basis.
9 A. Mepersonaly, no. 9 If you had somebody retire and you
10 Q. What did you intend to say when you said, 10 didn't have aneed for it, you wouldn't do it.
11 Which ultimately are an offset to ratepayer costs? |11 That's how you would be prudent to the ratepayer.
12 | mean, expand upon that abit. What's 12 Q. Allright. Areyour highest paid employees
13 your intention? 13 doing the kind of work you're describing here? And
14 A. | don't know how to answer that one. 14  I'm--you know, I'm not sure | exactly know --
15 Q. All right. Was thiswritten for you? 15 A. Well, thisisjust --
16 A. | had help with this one. 16 Q. --what you -- let me finish the question.
17 Q. Okay. All right. Let'slook at your 17 Areyou -- are your highest paid
18 rebuttal, Page 6. Infact, let's start at the 18  employees doing whatever work you are describing in
19  bottom of 5 with the sentence that beginswiththe |19  that paragraph unionized employees?
20  word"while." And if you just want to read through |20 A. It'sjust ageneral statement. | mean, you
21 theend of that paragraph to refresh yourself. 21  could have somebody retired that's not the highest
22 A. Okay. 22 union-rated employee.
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1 Thisisjust ageneral statement that it 1 meaning of lost margin?
2 will be evaluated that if there's aneed to 2 A. I'll tell you, I'm just not quite sure.
3 replace, that the Company will replaceit. There 3 Q. Okay. Someone else maybe helped you with
4 might be aneed to replace two for one, if there 4  thisone, too?
5 wasaworkload that you needed that experiencein | 5 A. Yes.
6  order to accomplish. 6 JUDGE GILBERT: Okay. Fair enough. I'm done.
7 Q. Okay. Well, let'sjust take my question, 7 Thank you.
8 though, onitsface. 8 MR. ZIBART: Lunch?
9 Would the workers doing the work you are | 9 JUDGE GILBERT: Do you want to do redirect?
10 referring to in that paragraph, would the highest |10 MR. ZIBART: Yes, I'm going to have afew
11  paid of those workers tend to be unionized 11  questionson redirect.
12 employees? 12 JUDGE GILBERT: Okay. Yeah, | think we're
13 A. | mean, thisisreferring to the whole 13 probably well past what we would have been at
14  unionwork force, in general, whether they'rethe |14  lunchtime. So why don't we take -- what do you
15  highest paid, middle paid, entry level. 15  think -- an hour?
16 Q. Okay. 16 JUDGE MORAN: Yes.
17 A. That'swhat it'sreferring to. It'snot 17 JUDGE GILBERT: All right. If you could be back
18 referencing just the highest ranking union person. (18  at 2:20 and we'll start with redirect of Mr. Doerk.
19 Q. No, | know what you're referring to. 19 (Whereupon, aluncheon
20 If we were to simply take your testimony |20 recess was taken to resume
21 onitsfaceand not ask questions about it -- and 21 at 2:20 p.m.)
22 that would befine, | guess, but I'm actually 22
Page 274 Page 276
1  asking you aquestion to expand upon or probe into 1 (afternoon session.)
2 what you have said. And | will confineit to 2 JUDGE MORAN: Okay. Our next witnessis....
3 Local 18007. | think that was an appropriate point 3 MR. ZIBART: | have a couple of questionsfor
4 onyour part. 4 Mr. Doerk.
5 Insofar as you are referring there to 5 REDIRECT EXAMINATION
6  employeeswho are members of Local 18007, wouldthe | 6 BY
7  highest paid employees doing the work you're 7 MR. ZIBART:
8  referring to in that paragraph be members of 8 Q. Mr. Doerk, just before the break Judge
9  Local 180072 9  Gilbert asked you a question about alost margin.
10 A. Yes. 10 Is there somebody in the company who
11 Q. Okay. And| just have one more on your 11  might be able to answer?
12 surrebuttal and I'm done. 12 A. Yes, Mr. Tom Zack.
13 Page 3, and I'm directing you to the 13 Q. Lost margin?
14  question beginning on Line 57 on Page 3 and your 14 A. Ms. Valerie Grace will be able to clarify
15  answer there. 15  thingsabout the lost margin issue raised.
16 A. Okay. 16 Q. And then Judge Gilbert also asked about the
17 Q. Allright. You'rereferring to 17  high-pressure view project and some of the specific
18  Ms. Hardin's objection to what is described there 18  benefits.
19  asthelost margin provision and you are informing 19 Is there someone who would be able to
20  usthereinyour answer that the Company iswilling 20  discuss some of those specific benefits?
21  toremove thelost margin language. 21 A. Yes, Mr. Tom Zack will be able to address
22 What is your understanding of the 22 some of those benefits when he comes up tomorrow.
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1 Q. Mr. Strauss asked you if the company's 1 require anybody to comein even someone who's
2 staff to meet peak demand -- do you remember that? | 2  local.
3 A. Yes 3 So working within that framework, I'll
4 Q. Do the companies need more employees at 4 let you know tomorrow.
5 timesof peak demands? 5 MR. RATNASWAMY: Thank you, your Honor.
6 A. Not necessarily. 6 JUDGE MORAN: And now we can do Mr. Adams.
7 Q. Doesthe-- or I'm sorry. Do the companies 7 THE REPORTER: Can | have your name?
8  work forces and their work force needs fluctuate 8 MS. PASULKA-BROWN: Kathleen Pasulka-Brown,
9 fromtimetotime? 9  P-a-su-l-k-a, dash, Brown.
10 A. Yes, they do. 10 (Witness sworn.)
11 Q. How do the companies staff their work 11 MS. PASULKA-BROWN: Good afternoon, your Honors.
12 forcesto meet those fluctuations? 12 MR. MICHAEL J. ADAMS,
13 A. It would be either through the use of 13 cdled asawitness herein, having been first duly
14  overtime or through the use of contractors. 14 sworn, was examined and testified as follows:
15 Q. And so what does the company do if thework |15 DIRECT EXAMINATION
16 that needsto be performed requires extra 16 BY
17 personnel ? 17 MS. PASULKA-BROWN:
18 A. It would be through the use of overtime or 18 Q. Mr. Adams, could you please state your name
19  hiring contractor personnel. 19  for the record.
20 MR. ZIBART: Those are dl the questions| have |20 A. Michael Adams, A-d-am-s.
21  onredirect. 21 Q. And, Mr. Adams, by whom are you currently
22 JUDGE MORAN: Okay. Isthereany recross? 22 employed and what's your position?
Page 278 Page 280
1 Hearing none, the witness is excused. 1 A. | amavice president with Consentric
2 Andthank you so much for coming in. 2 (phonetic) Energy Advisors, Incorporated.
3 And | guessthe next witnessis 3 Q. Areyou the same Michael Adams who prepared
4  Mr. Adams. 4  and filed direct, rebuttal and surrebuttal
5 MR. RATNASWAMY: : Your Honor, thereisa 5 testimony in this proceeding on behalf of North
6  procedural question which you may or may not be 6  Shore Gas Company and Peoples Gas Light and Coke
7 ready to entertain which is, as you may recall, 7 Company?
8  there's10 or 11 witnesses, one of them is a panel 8 A. lam.
9  for whom the parties do not have any 9 Q. Do you have any changes or additions to
10  cross-examination scheduled, but the ALJsindicate |10  make your direct, rebuttal or surreputtal
11  they might have questions for some of those 11  testimony, Mr. Adams?
12 witnesses, so especially for the witnesses that are 12 A. | donot.
13 out of town, but really | think all of them -- | 13 Q. Soif | asked you the same questions as are
14  think several of the parties would like to know if 14  setforthinyour testimony, you would give me the
15 you'reready to give any further direction on that? 15  same?
16 JUDGE MORAN: Okay. 16 A. | would.
17 JUDGE GILBERT: Yeah. I'msorry tosay I'mnot |17 MS. PASULKA-BROWN: Y our Honors, at thistime we
18  right now. 18  would like to request the admission of North Shore
19 MR. RATNASWAMY: Okay. 19  NSExhibit MJA 1.0, NS Exhibit MJA 1.1, NS Exhibit
20 JUDGE GILBERT: I'mworking pretty diligently to|20  MJA 1.2, PGL Exhibit MJA 1.0, PGL Exhibit MJA 1.1,
21  get ready and hopefully tomorrow morning | can 21  PGL Exhibit MJA 1.2, NS-PGL Exhibit MJA 1, and
22 clarify that. 1 mean, my preferenceisnot to 22 NS-PGL Exhibit MJA 2.1 and NS-PGL Exhibit MJA 3.0,
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1  dl of which have been filed electronically. 1 A. Yes, | have.
2 And we a'so tender Mr. Adams for 2 Q. And, infact, you recently testified in
3 cross-examination. 3 Ameron dockets -- Ameron Electric Dockets 06-0070
4 JUDGE MORAN: If | canjust bealittle -- 4 through 72, correct?
5 JUDGE GILBERT: All right. Rather than repeat 5 A. Correct.
6  al of those exhibit designations, | would ask if 6 Q. Andyou aso testified in an IP Docket --
7  thereisan objection to any of those? And please 7 let'ssee -- 04-04767
8 identify what you're objecting to if thereisan 8 A. Correct.
9  objection. 9 Q. Okay. Now, inthis docket, you don't have
10 Thereisnone. All right it'sall 10 aproblem with using either the gross method or the
11 admitted. All of those that were enumerated by 11  net method, correct?
12 Ms. Pasulka-Brown are admitted subject to cross. 12 A. Not if applied properly, no.
13 (Whereupon, NS Exhibit MJA No. 1.0to 1.2, PGL 13 Q. But back inthe Ameron lllinois utilities
14  Exhibit MJA 1.0to 1.2, NSPGL Exhibit MJA 1t03.0 (14  docket -- do you recall your testimony in that
15  were admitted into evidence.) 15 case?
16 CROSS-EXAMINATION 16 A. |do.
17 BY 17 Q. Allright. Andin that case, actually you
18 MR. FEELEY: 18 testified against the gross lag methodol ogy,
19 Q. Good afternoon, Mr. Adams. My nameisJohn |19  correct?
20  Feeley and | represent the staff. 20 A. Becauseit wasn't applied correctly,
21 A. Good afternoon. 21  correct.
22 Q. If I could direct your attention to your 22 Q. Pardon me?
Page 282 Page 284
1  direct testimony, Page 18 and 19, at the bottomon | 1 A. It wasnot applied correctly, correct.
2 Page 18 there carrying over to Page 19. 2 Q. Wadll, | have acopy of your testimony
3 A. Which company? 3 there
4 Q. Look at the North Shore one. 4 MR. FEELEY: Can | approach the witness?
5 A. Okay. 5 JUDGE MORAN: Yes, you may.
6 Q. Allright. Inyour testimony for both 6 BY MR.FEELEY:
7  Peoplesand North Shore, you testified about cash | 7 Q. If | direct your attention to your
8  working capital, right? 8 testimony from the Ameron dockets, Page 38, Line
9 A. Yes 9 768 through 770 -- do you see your testimony there?
10 Q. On Page 19 there -- Page 18 and 19 you see |10 A. ldo.
11  your testimony you state that if prepared properly, |11 Q. Okay. At Lines-- beginning on Line 768
12  thetwo methodologies should produce identical 12 vyou testified to the following -- you said, Finally
13 results. 13 thegrosslag methodology produces results which
14 Do you see that in your testimony? 14  arecounter intuitive when compared with the
15 A. Yes, dir. 15 resultsthat are used using the net lag
16 Q. And the methodologiesyou'rereferringto |16 methodology.
17  arethegrossand the net lag methodologies, 17 And you don't have any qualification on
18 correct? 18 that testimony there about the method of doing the
19 A. Correct. 19  grosslag methodology, do you?
20 Q. Okay. Now, you'vetestified on this 20 A. I'm specificaly referring to staff witness
21  subject of cash working capital before the 21  Ebreeze's (phonetic) gross lag methodology, if
22 Commission before, correct? 22 that'sthe question.
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1 Q. Wadll, look at Line 762 after you statethat | 1 Q. Okay. And these were exhibits from your --
2 | disagree with the use of the grosslag 2 those are exhibits from your testimony in the
3 methodology for several reasons, correct? 3 Ameron Dockets 06-070 through 72, correct?
4 A. Yes. 4 A. Correct.
5 Q. Soyou were testifying about the -- that 5 Q. Okay. And for the Ameron dockets, do you
6 methodology in general, correct? 6  seeLine 14, the description there of property real
7 A. But more specifically as applied by staff 7 estate taxes?
8  Witness Ebreeze. 8 A. |do.
9 Q. But generally in that docket you were 9 Q. Okay. Didn't Mr. Kalhe treat real estate
10 against the grosslag methodology, correct? 10 taxesthe sameway that you treated them in the
11 A. Yes. Asstaff Witness Ebreeze used it, 11 Ameron dockets and the IP docket that isas a
12 yes. 12 separateitem?
13 Q. Butinthiscaseyou'reindifferent between |13 A. Hetreated red estates the ssmeas| did
14 thegrosslag and the net lag? 14  inthetwo dockets. Thedifferenceisall the
15 A. Aslongasit's applied properly, yes. 15  other taxes are itemized here, whereas the analysis
16 Q. Let'ssee. | have adocument -- do you 16 | presented in this proceeding, they were all
17  have Mr. Kahle'stestimony in front of you or if |17  grouped in abucket, basket, whatever words you
18 youdont-- 18 wanttouse. Hehassingled out real estate taxes
19 A. Which one? 19  separately which givesit atotally different
20 Q. Pardon? 20  meaning than how it's treated here because their
21 A. Direct or rebuttal ? 21  dollar weighted in the analysis and by breaking out
22 Q. His--I'll just giveit to you. 22 thisoneitem, which has avery small dollar amount
Page 286 Page 288
1 Okay. I've handed you an attachment to 1 asfar asthe expense, but avery long lead time,
2 Mr. Kahle'srebuttal testimony, 15.0 corrected 2 hehasgiven more weight to that particular item
3 Attachments A and B. 3 with shorter lead times.
4 Do you have that in front of you? 4 So he'streated it different than | did
5 A. |do. 5 inthese anayses.
6 Q. Okay. And there's a disagreement between 6 Q. Now, those Ameron dockets and | P docket,
7 you and Mr. Kalhe about what to do with real estate | 7  you treated them separately, correct?
8  taxes, correct, computing the cash working capital? | 8 A. | treated al of the taxes separately,
9 A. It probably should be treated within the 9 whichasinthiscase, he till Ieft al the others
10 anayss, yes. 10  bundled.
11 Q. Okay. Do you see Attachment A to 11 Q. All right. I have another document for you
12 Mr. Kahle'stestimony, in particular Line 27? 12 tolook at.
13 A. | do. 13 MR. FEELEY: Can | approach the witness?
14 Q. Andthedescriptionisreal estate taxes. 14 JUDGE MORAN: Yes, you may.
15 Do you see that? 15 BY MR. FEELEY:
16 A. Yes. 16 Q. I'mgoing to hand you a set of documents
17 Q. Okay. And that Attachment A, that's from 17  rather than get up and down a number of times.
18  your testimony in the |P Docket 04-0476, correct? |18  WEell just go through these. I'll let you know
19 A. Correct. 19  which ones|'m asking about.
20 Q. Okay. And do you see Attachment B, there's (20 Okay. You had awork paper for Schedule
21  three pages-- do you havethat in front of you? 21 B8, correct?
22 A. Yes. 22 A. The company, yeah.
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1 Q. Okay. Do you have -- I've handed you a 1 A. Correct.
2 copy of WPB-8 work papers. Do you havethatin | 2 Q. Did you base your lead day study on figures
3 front of you? That'sthe thickest document stapled | 3  that are not part of the cash working capital
4  together. 4  caculation?
5 A. Okay. 5 A. Repesat the question.
6 Q. Allright. If you go to thethird to last 6 Q. Did you base your lead days study on
7  page of that work paper for Schedule B8, it'sPage | 7 figuresthat are not part of the cash working
8 950r99. It'sactually on the back of the third 8 capital calculation?
9 tolast page. 9 A. No.
10 A. Okay. 10 Q. But you're cash working capital calculation
11 Q. Do you have that? 11  isbased upon days that are included in your --
12 A. Yes 12  that are -- again, there are -- when you came up
13 Q. Okay. There'sadollar figure shownthere |13  with your cash working capital calculation, there
14  for taxes, correct? 14 aredollarsthat are not included in your
15 A. Taxes other than income taxes, yes. 15 caculation, correct, by you excluding
16 Q. And it's approximately $224 million? 16  approximately $224 million?
17 A. Correct. 17 A. The ultimate expense lead to which the
18 Q. Okay. | dsogaveyou -- or -- thefirst 18 dollars-- the dollars to which the expense lead
19 page of that document -- one second, please. I'm |19  was applied don't have al the taxes in them, but
20  sorry. 20  when we calculated the expense lead, all dollars
21 There'sasingle page Schedule B8 that | 21  were considered.
22 asohandyou? 22 Q. Allright. Okay. | direct your attention
Page 290 Page 292
1 A. Yes. 1  toyour surrebuttal testimony, Page 9. One second,
2 Q. Do you havethat in front of you? 2  please.
3 MS. PASULKA-BROWN: It's Page 2 of 2. 3 Lines 180 to 181. Do you see your
4 MR. FEELEY: There'stwo pagestothat. Look at| 4 testimony there?
5 Pagelof 2. 5 A. |do.
6 BY MR.FEELEY: 6 Q. You state that net income represents the
7 Q. Doyou seethelinefor Line 6, taxes other 7 amount of money which isavailable for distribution
8  thanincome? 8  tothe shareholders after al obligations are paid.
9 A. Yes. 9 That's your testimony?
10 Q. Okay. When you did your study, you 10 A. Yes.
11 included real estate taxesin agroup of 224 11 Q. Okay. Do you have Schedule D9 in front of
12 million, correct? 12 you? There'sonefor North Shore and one for
13 A. Yes. 13 PeoplesGas.
14 Q. Whenyou calculated lead days? 14 A. | do.
15 A. Correct. 15 Q. And Schedule D9 is the income statements
16 Q. But when you took that calculation and 16 for Peoples and North Shore, correct?
17  appliedit, you only -- you only included 17 A. Correct.
18  approximately $17.6 million in real estate -- in 18 Q. Okay. Andfor North Shore, it shows a net
19 taxes, correct? 19 income of 6,707,000; isthat correct?
20 A. Correct. 20 A. Yes
21 Q. Soyou didn't include approximately 206 21 Q. And for Peoples Gas, it shows a negative
22 millioninyour Schedule B8, correct? 22 35,611,000, correct?
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1 A. Correct. 1 Q. And what's your definition of "retained
2 Q. Was-- were the net incomes for North Shore | 2 earnings'?
3 and Peoples Gas the result of cash transaction 3 A. It'shasicaly the equity in the company.
4 accruasand deferrals? 4 Q. Okay. So--
5 A. | don't-- | didn't prepare the income 5 A. Youdon't start fresh every year, in other
6 statements. | don't know. 6  words.
7 Q. Wél, what'sthe net income -- let's take 7 Q. Despite --
8  North Shore. 8 A. Youdon't start fresh.
9 What's -- what's that net income the 9 Q. Despite a negative income, the company paid
10  result of? 10 dividends, right, you're saying, because of
11 A. Expenses minus revenues. 11  retained earnings?
12 Q. So accruals aren't included in there? 12 A. | wasn'tinvolved in the decision of the
13 A. No. | don't know. Asl said, | didn't 13 dividends. | don't know why they did it.
14  preparethis. 14 Q. Then the last document, you have the Part
15 Q. Okay. Andthen, again, it's your 15 285 Schedule B8 --
16  testimony -- you had thisin your surrebuttal -- 16 MS. PASULKA-BROWN: | don't think we haveit.
17  that net income represents the amount of money 17 BY MR.FEELEY:
18 whichisavailablefor distribution to shareholders |18 Q. --for Peoples Gas?
19  dfter al obligations are paid, correct? 19 A. Yousaid D8?
20 A. Yes. 20 Q. B, asinhoy.
21 Q. Okay. Doyou havethe 10K infront of you (21 A. Okay.
22 that | handed? 22 Q. Okay. And go to Page 2 of the onefor
Page 294 Page 296
1 A. |do. 1  PeoplesGas.
2 Q. Andif you go to about the second to last 2 In your Schedule B8, Page 2, did you
3 page-- thisis, actualy, just the first 45 pages 3 deduct the net incomes that show up at the bottom
4  of the 10K. 4 from revenuesin your cash working capital
5 Do you have that in front of you? And 5 caculations?
6 you'relooking at the 10K for Peoples as of 6 A. Yourereferring to Line 4?
7  September 30th, 2006, correct? 7 Q. Down at the bottom, the -- in your cash
8 A. Yes. 8  working capital requirement calculation, do you
9 Q. Okay. For -- would you agree that that 9  deduct net income from revenues to come up with
10  document shows that Peoples Energy Corp. Showeda |10  your final amount?
11 netloss, but still paid dividends? 11 A. Yes, it'sLine4. If youlook at the
12 A. Yes. 12  footnoteit says, Part of the laws for that fiscal
13 Q. Okay. Sothat they had a net -- a negative 13 year.
14  netincome, correct? 14 Q. So'yes'?
15 A. Correct. 15 A. Yes
16 Q. And then you testified the net income 16 Q. All right. Would you agree that the pain
17  represents the amount of money whichisavailable |17  of payroll isapart of acompany's day-to-day
18  for distribution to shareholders after all 18  operations?
19 obligations are paid. 19 A. What type of payroll?
20 How can you declare dividendsif you 20 Q. Employee payroll.
21  have anegative income? 21 A. Areyou taking about the capitalized or
22 A. Because there's retained earnings. 22 expense portion?
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1 Q. Payroll. 1 provided by investors or customers.
2 When the company cuts a payroll checkto | 2 Q. Okay. Can| direct your attention to your
3 anemployee, isthat part of the company's 3 surrebuttal testimony, Lines 223 to 226. Let me
4 day-to-day operations? 4 know when you've had a chance to review that.
5 A. Yes 5 A. Okay.
6 Q. Okay. Would you agree that if the company | 6 Q. Beginning at Lines 223 through 226, you
7  hassufficient cash on hand to pay payroll, thenit | 7  statethat, simply stated, The company's revenue
8 isnot necessary for rate payersto provide that 8  requirement, either revenues consist of areturn on
9  same cash working capital? 9  assets and recovery of operating expenses. There's
10 A. Canyou repeat. 10 nocomponent of Staff Witness Kahl€'s proposed
11 Q. Would you agree that if the company has 11  revenue screen which pertains to the recovery of
12 sufficient cash on hand to pay payroll, thenitis 12 capitalized wages and benefits.
13 not necessary for rate payersto also providethat |13 Now, would it be correct to say that
14  same cash working capital ? 14 it'syour logic that the point of cash working
15 A. It depends on the source of who provided |15  capital isto recover expenses? |sthat what
16 thefundsthat are available. 16 you're-- isthat your reasoning for your position?
17 Q. So the source -- even though there's cash 17 A. My testimony isthat under the grosslag
18 onhandto pay it, in your opinion, it dependson |18  methodology, you should be considering the expenses
19  where the source of that cash came from? 19  for which thereis acorresponding revenue. And
20 A. It dependson -- 20 thereisno corresponding revenue for the
21 Q. Whether it should be included in cash 21  capitalized payroll expenses.
22 working capital? 22 Q. So acash working capital adjustment is
Page 298 Page 300
1 A. Whether the expense should be included in 1  that to recover expenses, is that your --
2 the cash working capital, yes. It depends, you're 2 A. That has nothing to do with the recovery of
3 getting to Staff Witness Kahle's witness. 3 theexpenses. It'swhat expensesyou're comparing
4 Q. | asked you my question here. | didn't 4  totherevenue stream. Under this particular --
5  mention Mr. Kalhein the question. 5 what I'mreferring to here, Staff Witness Kahle --
6 A. Isthere aquestion pending? I'm sorry? 6 | apologizeif I'm mispronouncing that -- has
7 MS. PASULKA-BROWN: Go ahead and finishyour| 7  included capitalized as well as operating expenses,
8  answer. 8 butisonly including -- to do the analysis
9 BY MR.FEELEY: 9 correctly if he wanted to include the capitalized,
10 Q. Do you want meto say the question again? 10  heshould aso include arevenue stream associated
11 A. Please. 11  with those which would be -- if done properly, the
12 Q. Would you agree that if the company has 12 best way | could figure out how to do it would be
13  sufficient cash on hand to pay payroll, then it is 13 toinclude the return of and on -- excuse me --
14  not necessary for rate payersto also provide that 14  return of the capitalized payroll expensesin the
15  same cash working capital ? 15 revenueanalysisand you'd have alead time,
16 A. Areyou asking aquestion in the context of 16  revenuelag on that depending on what the
17  cash working capital analysis? 17  depreciablelifeis upwards of 40 years.
18 Q. Yes. I'mtrying to come up with acash 18 Q. If the company's new requirement allows
19  working capital. 19  revenue of the capital items on recovery of
20 A. It'sappropriate to consider the operating 20  operating expenses, then isthere no need for a
21  payroll in the cash working capital analysisto 21  cash working capital since both are already being
22 determine ultimately what amount of fundsiseither |22  recovered?
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1 A. Thishas got nothing to do with the 1 analysis. They were given the weight based upon
2 recovery of the expenses. Thisis determining cash 2 leadtimein my analysis. It'sjust that when you
3 working capital based on expense levels and cash 3 break them out, they're no longer dollar weight.
4  flows. 4  Theimpact is much greater under staff's approach
5 Q. Okay. Sowould you agree that the purpose 5 thanitisunder my approach becauseit isgiven
6 of having acash working capital in rate base isto 6  separate treatment when everything else -- when
7 alow for the effects of cash lags and leads to be 7 there'smuch larger dollars involved with the other
8  added to arate base and not the actual recovery of 8  taxes, no consideration is given to that.
9  assetsor cash outlays? 9 So it'sitemizing one item that's got an
10 A. Yes. 10 extremely long lead time, but a small dollar
11 MR. FEELEY: Thank you, Mr. Adams. That'sall | 11 amount, but giving no such treatment to those that
12 have. 12 havevery large dollar amounts and very short lead
13 THE WITNESS: Thank you. 13  times. That'swhy, to me, you either present it as
14 MS. PASULKA-BROWN: Could | havejustamoment. |14  abasket, as| did in this proceeding, or you
15 JUDGE GILBERT: Wédll, | have ahit. | just want 15  present them all individually.
16 toseeif anyone else wanted to chimein. 16 | don't have a problem with either one
17 So | assume there's no other cross? 17  of those approaches, but don't pick and choose what
18 EXAMINATION 18 you'regoing to apply.
19 BY 19 Q. Okay. Isthereanitemin your basket that
20 JUDGE GILBERT: 20  hasthe very short lead time you're describing?
21 Q. Let meput thisintheform of a 21 A. Yes.
22 proposition and please take issue with it as you 22 Q. Forinstance, there's FICA, which hasthe
Page 302 Page 304
1 will. 1  15-day lead time and it's $14 million versus the
2 With regard to the real estate taxes, 2 lead timefor rea estate taxes which has only two
3 both with respect to the two companies you're 3 dollars-- 2 million. So, | mean, there are
4  tedtifying for here and also with respect to Ameron | 4  shorter lead times. The FICA taxes are paid on the
5 and IP according to the exhibits that Mr. Feeley 5 sametime frame asthe payroll.
6 caled your attention to, real estate taxes do have 6 A. You know, under the staff's approach, |
7 avery long lead time relative to the other items 7 would think that you would argue that that should
8 that areincluded in the lag analysis. 8 beitemized aswell.
9 Conceptually, is there something 9 Q. Yeah. | guessfor decision-making
10 inherently wrong with making the decisiontotake |10  purposes, I'm trying to understand the conceptual
11 anitemthat isso different in arelative sense 11  book here and one could argue that your basket is
12 fromthe other items and treating that apart from |12  inappropriately formed if it hasitemsthat have
13 your basket of taxes? 13 dramatically different lead times from the vast
14 For example, is there an accounting 14 magority. I'm saying there's another way to look
15 reason why that'sjust simply not an appropriate |15  atit and | understand your point aswell and |
16 choiceto make? Isthere some other basisother |16  understand the distortion you say occurs because --
17  thanthefact that you disagree with it? Isthere 17 A. | cantel youif | wereto itemize my
18 abasisfor saying making that choiceis 18 basket, I'd get the same exact result that |
19  inappropriate? 19  currently am presenting. So it'sjust taking out
20 A. | think it'sjust an inconsistent 20 theoneitem and itemizing that that you get a
21  treatment. | mean, real estate taxes were 21  lower cash working capital requirement. And that's
22 considered in both staff's analysis and in my 22 my issue with staff's analysis.
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1 Q. But you said you'd have exactly the same 1  grosslag methodology.
2 result? 2 A. Weél, as| stated in both my rebuttal and
3 A. Because of the dollar weight. If you 3 surrebuttal testimony, the analysisthat's been
4 itemize them and/or present them as a-- but when 4  performed really looks at the operating expenses
5 you have abasket and then single out real estate 5 only because that's the revenue stream that's also
6  taxes, such as staff has done, it lowers the cash 6 reflected in gross lag methodology presented by
7 working capital requirement because there'sundue | 7  staff to start entering or bringing up other items
8  weight given to thereal estate taxes. 8  related to capitalized payroll, as| said in my
9 Q. Inyour surrebuttal, Page 8 at Line 66, you 9 testimony.
10  refer to some only issues which remain. Those 10 So, therefore, you've got an imbalance
11  would be issues between yourself and the Staff 11  between the revenues and the expenses that |
12 WitnessKahle. Now, as| read further, itseemed |12  believeisinappropriate cash working capital
13 tomethere wasadifference about theinclusionof |13  analysis. So either you have to include arevenue
14  past due taxes and the cash working capital 14  stream for the capitalized payroll, which if you're
15 andyss. 15 going to introduce that as far as an expense, or
16 Did you not view that as athird item? 16  you excludeit from the expenses.
17 Didyou fed like that was a subset of another 17 Q. Thank you.
18 item? 18 And one other question with respect to
19 A. Thereason | say it's not an issue because 19  Judge Gilbert's questions on the real estate taxes.
20  past duetaxes were only considered for purposes of |20 Isthere any difference between the
21  determining the expenselead. Staff WitnessKahle |21 methodology you used in the prior cases and the
22 usesthe exact same expense lead that | do. So 22 methodology you used in this case with respect to
Page 306 Page 308
1  while hearguesit shouldn't be included, his 1 red estate taxes and cash working capital
2 expenselead isthe same asmine. So there's not 2 analysis?
3 redly anissue. 3 A. The methodologies were exactly the same.
4 Q. But the differenceis whether you include 4 |t'sjust for presentations purposes for the tax |
5 it ornot? 5  putinto oneline, whereasin the other cases, |
6 A. Right, but he's saying he hasn't included 6  presented each individual tax separately. The
7  itand hisexpense lead is the same as mine. 7  result isthe same.
8 JUDGE GILBERT: | wanted to ask him to make sure | 8 Q. And that's because of the waiting?
9 that the agreement is, in fact, an agreement. That 9 A. That's correct.
10 clarifiesitfor me. I'm done. Thank you. 10 MS. PASULKA-BROWN: That's al we have, your
11  (Whereupon, adiscussion was had off the record.) 11 Honor.
12 MS. PASULKA-BROWN: We'reready, your Honors. (12 JUDGE MORAN: Any redirect?
13 JUDGE MORAN: Any redirect? 13 JUDGE GILBERT: No, recross.
14 MS. PASULKA-BROWN: Just shortly. 14 JUDGE MORAN: | mean recross.
15 REDIRECT EXAMINATION 15 JUDGE GILBERT: | actually have another question
16 BY 16  which may prompt both additional redirect and
17 MS. PASULKA-BROWN: 17  recross and that will be my responsibility, |
18 Q. Mr. Adams, | want to go back to the 18 guess.
19  discussion that you had with counsel about the 19 FURTHER EXAMINATION
20  consideration of payroll in the grosslag 20 BY
21  methodology and | want you to just explain why it's 21 JUDGE GILBERT:
22 appropriate to consider operating payrollsina 22 Q. It seemsto methat your critique of
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1 Mr. Kahle'stestimony is saying that he's not, in 1 A. My nameisRonad J. Amen. Thelast name
2 fact, doing alead lag analysis with respect to 2 A-m-en.
3 capitalized items because he's only doing one end 3 Q. Andwhat isyour current business address?
4  of that analysis with respect to capitalized items; 4 A. My current business addressis 17606
5 isthat correct? 5  Northeast 109 Court, Redmond, Washington.
6 A. My criticismis he says heincludes all 6 Q. And are you the same Mr. Amen who hasfiled
7  cash flows, cash in and cash out, that's just not a 7  direct testimony and exhibits, rebuttal testimony
8 truestatement. He's only including oneitem, 8 and exhibits and surrebuttal testimony in this
9 whichisthe capitalized payroll. There are, you 9  proceeding?
10  know, anumber of other capitalized itemswhich are |10 A. Yes
11  notincluded in that analysis and, as presented, 11 Q. Mr. Amen, by whom are you presently
12 should not be. 12 employed?
13 Q. Waéll, maybe I'm responding to tone or 13 A. I'memployed by Consentric Energy Advisors,
14  subtext; but as you discussed how youwoulddoan |14 Inc.
15 anaysisusing the capitalized items, you kept 15 Q. And at thetime you filed your direct
16 sayingthingslike, Well, if | had to do it that 16 testimony and your rebuttal testimony, by whom were
17  way, thisishow | would do it. 17  you employed?
18 So | gather that you feel that the use 18 A. | wasemployed by Navigat (phonetic)
19 of any isinappropriate and that the use of al 19  Consulting.
20  would not fix the problem; isthat correct? 20 Q. Mr. Amen, do you have any additions or
21 A. If you had away to include arevenue 21  correctionsto your filed testimony?
22 stream associated with all the capitalized items, 22 A. Yes, | do.
Page 310 Page 312
1  you could do that; but to include capitalized items 1 Q. What would those be, please?
2 inthe expense, but reflect no revenues associated 2 A. Therewere some typographical errors that
3 withit, you are understating the cash working 3  areessentially the sametypo repeated severd
4 capital requirements of the company. 4 timesthroughout my exhibits.
5 JUDGE GILBERT: Okay. Thank you. Did youwant| 5 JUDGE MORAN: Isthat your direct?
6  tofollow-up after that? 6 THE WITNESS: That wasin my direct testimony --
7 MS. PASULKA-BROWN: No. No, your Honor. 7  or the exhibits accompanying my direct testimony,
8 JUDGE GILBERT: Mr. Fecley? 8  actually.
9 MR. FEELEY: No. 9 JUDGE MORAN: Y ou need to identify those,
10 JUDGE MORAN: Thank you. Andthewitnessis |10 please.
11  excused. Okay. And the next witnessis Mr. Amen. 11 THE WITNESS: First of all, in Exhibit RJA 1.2,
12 THE WITNESS: Amen. 12 Page3of 3, Line19.
13 JUDGE MORAN: Sorry. 13  BY MR.HOUSE:
14 (Witness sworn.) 14 Q. Andwhat isyour correction, Mr. Amen?
15 RONALD J. AMEN, 15 A. The correction that | will mention isthe
16 caled asawitness herein, having been first duly 16 sameineachcaseandthatisonLine19inthe
17  sworn, was examined and testified as follows: 17  first Column A, it's labeled MCF and it should be
18 DIRECT EXAMINATION 18 therms. The same typographical error becauseit's
19 BY 19 included in other exhibits that are the same
20 MR. HOUSE: 20  scheduleor adifferent version of the same
21 Q. Good afternoon. Would you state your name 21 scheduleisrepeated and so the following occasions
22 and spdll it for the record, please. 22  arethereaswell.
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1 Firstin RJA 1.7, Page 4 of 4, Line 19. 1 was2.1through 2.4?
2 JUDGE MORAN: RJA...? 2 MR. HOUSE: That'sright.
3 THE WITNESS: 1.7. 3 JUDGE MORAN: And are there any objections to
4 JUDGE MORAN: 1.7. 4 any of thetestimony asit is corrected today, any
5 THE WITNESS:. Page4 of 4, Line 19. 5  of these exhibits?
6 JUDGE MORAN: And the error being...? 6 Hearing none, they will be admitted
7 THE WITNESS: The same error, it should be 7  subject to cross.
8 "therms'instead of "MCF." RJA 1.9, Page 4 of 4, 8  (Whereupon, NS Exhibit RJA No. 1.0 and 1.1 through
9 Line19, the MCF should be therms. 9 1.10aswell as1.11 revised; NS-PGL Exhibit RJA
10 JUDGE MORAN: Doesit seemthat inany of these|10  No. 1.0 and 1.1 through 1.11 revised; NS-PGL
11  exhibitswhere MCF is, it should bethermsor there |11 Exhibit RJA No. 2.0 and 2.1 through 2.4; NS-PGL
12 areexceptions? 12 Exhibit RJA No. 3.0 were admitted into evidence.)
13 THE WITNESS: No exceptions. 13 JUDGE MORAN: And who wishesto begin
14 JUDGE MORAN: Okay. So across the board? 14  cross-examination?
15 THE WITNESS: Yes. 15 MR. POWELL: I'll gofirst. I'm with the City.
16 JUDGE MORAN: Everybody got that? 16 CROSS-EXAMINATION
17 THE WITNESS:. The next occasionisin RJA 1.10, (17 BY
18 Page4to4, Line19. Thenin North Shore's 18 MR. POWELL:
19  exhibits, the same typographical errors are 19 Q. Good afternoon, Mr. Amen.
20  consistently present in RJA 1.2, Page 3 of 3, Line 20 A. Good afternoon.
21  19;RJA 1.7, Paged of 4, Line 19; RJA 1.9, Page 4 21 Q. My nameisMark Powell, I'm representing
22 of 4,Line 19; and RJA 1.10, Page 4 of 4, Line 19. 22 the City of Chicago in this matter.
Page 314 Page 316
1 BY MR.HOUSE: 1 Y our testimony in this case concerns the
2 Q. Doesthat conclude your corrections, 2 cost of service; isthat correct?
3 Mr. Amen? 3 A. That's correct.
4 A. Yes 4 Q. And your recommendations are designed to
5 Q. Now, Mr. Amen, if | were to ask you the 5 ensurethat cost of service are allocated to the
6  same questionsthat are contained in your file, 6  cost causers; isthat correct?
7 direct, rebuttal and surrebuttal testimony, would 7 A. Yes, that's correct.
8  your answers be the same? 8 Q. So your recommendations are not designed to
9 A. Yes. 9 achieverate design objectives?
10 MR. HOUSE: Y our Honor, with the noted 10 A. No.
11  corrections, I'd like to move that the following 11 Q. Soyour alocation of cost is not then
12 exhibits of Mr. Amen be admitted into the record. 12  designed to avoid rate shout?
13 Those would be North Shore Exhibit RJA 1.0and 1.1 |13 A. No.
14  through 1.10 aswell as 1.11 revised; North 14 Q. And similarly they're not aimed at ensuring
15  Shore-Peoples Gas Light Exhibit 1.0 and 1.1 through |15  gradualism?
16 1.10aswell as1.11revised. Thoseare Mr. Amen's (16 A. No.
17  direct testimony, rebuttal testimony. North 17 Q. Alsoyou'renot aimed at ensuring
18  Shore-PGL Exhibits RJA 2.0 aswell asRJA 2.1 18  continuity?
19  through 4 and Mr. Amen's rebuttal -- surrebuttal 19 A. No.
20  testimony denominated North Shore Gas, Peoples Gas|2 0 Q. Now, throughout your testimony you use the
21 RJA30. 21 terms"mains' and "services."
22 JUDGE MORAN: Okay. And on that rebuttal, that |22 Would you please explain the proper
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1  termsfor the pipe components. 1 main sum distance in order to reach either asingle
2 A. Wedl, when I'm referring to "mains," I'm 2 customer or group of customers.
3 speaking of distribution mains. Those are the 3 Q. Did you take into account in your cost of
4  pipesthat form the distribution grid of the 4 service study the fact you just indicated that not
5 utility system. Connecting to those distribution 5 every Peoples Gas customer requires new
6  mainswould be the services or service lines that 6  construction of mains?
7  extend from the main to the customer premises. 7 A. | think that's -- as | just mentioned,
8 Q. My questionsrelate to your surrebuttal 8  because of the dynamic nature of the distribution
9 testimony. So starting with that testimony 9 system, that's taking into account in the way that
10  beginning on Page 2 you discuss the staff and CUB, |10  the study is constructed, yes.
11  City recommendationsto allocate using the 11 Q. Okay. Turning to your surrebuttal
12 averaging peak method rather than the company's |12  testimony, Pages 9 to 10 beginning at Line 199
13 recommended custom peak methodology. 13 through 203, you state that, quote, The cost of the
14 Do | have that right? 14  service plan underlying the direct assignment to
15 A. Yes. 15  the heating and nonheating S.C. No. 1 classes
16 Q. And on Page 3 of your surrebuttal 16  properly reflects the design considerations of the
17  testimony, Lines 55 through 59 you state that, 17  services, which require larger servicesto be
18 quote, Thetwo costs factors that influence the 18 installed where multiple customers are connected to
19 distribution -- installed by utility, expend gas 19 asingle service with cumulative living larger peak
20  digribution system are the sum of the peak period |20 closesaswell asthe length of those services,
21  gasplacing by its customers and the distance 21  closed quote.
22 related construction costs involved in the 22 Did | read that correctly?
Page 318 Page 320
1  distribution system grid to connect new customers 1 A. Yes.
2 consistent, closed quote. 2 Q. Canyou please explain the system design or
3 Did | read that correctly? 3 operations basis for your statement that multiple
4 A. Yes. 4 customersrequire larger services?
5 Q. Now, are you assuming here that the 5 A. Wadl, depending on the number of multiple
6  companies must always bill new mainsto servenew | 6  customers that are attached to a single service and
7  customers? 7  thenature of their connected |oad represented by
8 A. No. Thereare occasions where there are 8 therequirements of the appliances that they use
9 customersthat are new customersthat can attachto | 9  could require alarger capacity service line that
10 thedistribution system with only a serviceline 10  would be otherwise needed for, say, asingle
11  because they happen to reside in an areawhere a 11 customer.
12 mainisaready present within reach of aservice 12 Q. Sowould you agree that that's not always
13 line. 13  the case for multiple customers on asingle pipe --
14 Q. Soyou would agree that the companies do 14  sharing asingle service line, that they require a
15 not always have to install additional mainsto 15 larger service? It depends on the load?
16  servenew customers? 16 A. Yes, itdoes. And, again, the number of
17 A. No. Asamatter of fact, in my direct 17  customersaswell since presumably the larger the
18 testimony, | talk about that very thing and | talk 18  number of customers connected to that single
19  about the fact that the system asawholeis 19  service, thelarger theload would be. There are
20  dynamic and, therefore, customerscan beadded by |20  occasions and it's arelatively prevalent practice
21  merely extending anew servicelinetothegridor |21 where asingle service will serve two customers
22  there are occasions where one has to extend the 22 only. These are often referred to as twin services
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1 wherefor economic reasons adistribution company | 1  premises served off of asingle service are
2 will extend the service line up a property line and 2 inherent that the study that the company did
3 servetwo single-family dwellings. 3 performin that the cost to serve those different
4 Oftentimes in those cases, the service 4 typesof customers, residential customers, was
5  line has enough capacity, generally speaking, that 5  identified.
6 itdoesn't require alarger service than it 6 Q. I'dliketo turn your surrebuttal testimony
7  otherwise would to service asingle customer 7 beginning on Page 11 where you discuss Mr. Kahle's
8  depending on the pressure system that that 8  proposal to FERC, to theindividual customers
9 particular serviceislocated on. 9  generating those costs?
10 Q. Toyour knowledge, does the utility have a 10 JUDGE MORAN: Excuseme. Areyou on Page 11,
11  separaterate or tariff for each separate service 11  yousad?
12 pipeonitssystem? 12 MR. POWELL: Yes, I'm sorry Page 11 of --
13 A. No. 13 JUDGE MORAN: Rebuttal.
14 Q. Did you do astudy to determine what 14 MR. POWELL: -- surrebuttal.
15  percentage of multiple customers sharing asingle |15 JUDGE MORAN: Okay. I'm sorry.
16 servicedo not require alarger serviceline? 16 THE WITNESS: I'm there.
17 A. Weéll, actually, the company's cost of 17 BY MR. POWELL:
18  service study takes that into account because, as | 18 Q. On Page 10, Lines 210 through 212 you state
19 mentioned in my testimony -- | believe | emphasized|19  that it would be, quote, both impractical in a
20 itin my rebuttal testimony -- that the company's 20  single account such as Account 385 which are
21  records have alowed it to identify the services 21  attributable to the customers and simply because
22 connected to each customer, whether it be single 22 those costs could be attributing to, closed quote.
Page 322 Page 324
1 customer or multiple customers. Those servicesare | 1 Did | read that correctly?
2 identified by their size, their type and their 2 A. Yes
3 length. 3 Q. Do you agree that to the extent practical
4 Therefore, | think the answer to your 4 costs should be the responsibility of the cost
5 questionis, yes, becauseit's inherent in the 5 causers?
6  study that was done by the company. 6 A. Yes
7 Q. Did you attempt to alocate the utility's 7 Q. So where direct assignments could be made,
8  cost of service -- the Peoples Gas cost of service 8 that ispreferableto allocations based on
9 using the cost distinctions between single-family 9  secondary factors?
10  and multifamily customers? 10 A. Yes. Infact, inthe case you point out,
11 A. No, | did not. 11  direct assignment was used.
12 Q. Soyou only allocated the cost and E cost 12 Q. You're referring to the service lines?
13 for residentia that is between heating and 13 A. No, I'm referring to Account 385. It was
14  nonheating customers; is that correct? 14  directly assigned to the classes based on where
15 A. Weél, if your question relates to 15 those customers resided.
16 establishing a separate class for -- excuse me -- 16 Q. But not to the customer specifically, to a
17  for asingle family or multifamily class, clearly 17  classas opposed to a specific customer?
18  thestudy did not distinguish the classesin that 18 A. WEéll, there's not a single customer class
19 regard. It distinguished them between heatingand |19  ineither case. The multiple customersin each
20  nonheating residential customers; but the cost to 20 class, but the costs were assigned to the classin
21  serveeither single-family dwellings, single 21  which that customer resided.
22 premises served off of asingle service or multiple |22 Q. Would you agree with me that
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1  customer-specific facilities like Account 385 can 1  customers do and treating them separately. And |
2 beassociated with customer specific -- 2 don't think that's appropriate in this case.
3 A. Yes, and they have. 3 | think it creates, as| stated in my
4 Q. And that the costs -- would you agree al'so 4 surrebuttal testimony, questions of fairness and
5 that the costsin Account 385 -- strike that. 5  equity among the customers within that class.
6 Would you agree that the number of 6 Q. | guessmy questionis, you stateiit's --
7 customers who cause the customer-specific costsin | 7  at Line 242 that in specific case of the power
8  Account 385 issmall as opposed to the Service 8  plant, removing those costs would have an impact on
9 Classification No. 2? 9  the other customersin customer class -- negligible
10 A. Wédll, there are some of those customersin 10 impact onthe S.C. 2 customer charges?
11  Service Classification No. 2 that received an 11 A. Infact, | quantified that on the following
12 assignment of the Account 385 cost; butintermsof |12 page.
13 thenumber of customerswith facilitiesin Account |13 Q. And my question is, does the resulting
14 385, | would agree that it's probably smaller than 14  impact of directly assigning costs to specific
15  inthe mass account of, say, 381 that contains 15  customers determine whether that approach, i.e.,
16 meters. 16  direct assignment, should be followed?
17 Q. Sogiven that, would you agree that it 17 A. Wall, | was responding to Witness Glahn's
18  would be not be impractical for the companiesto 18  testimony with regard to cross subsidization among
19  directly assign the cost to the specific individual 19 customerswithinaclass. And | believe he was
20  customers who cause them? 20  suggesting that small customers were providing some
21 A. Within the context of the cost of service 21  kind of intraclass subsidy based on the inclusion
22 study that is being done. 22 of thefacilities of this one particular customer
Page 326 Page 328
1 Q. You'resaying that in the sense that it's 1 inthat class. And| wasmerely providing asan
2 directly assigned to the customer class? 2 examplethat if you were to remove those
3 A. Yes. 3 facilities, while they may seem large in amount for
4 Q. Okay. On Page 11, you state that removing 4  that particular customer, it has avery negligible
5 thefacilities costsin Account 385 related to the 5 impact on agreater class.
6  €electric power plant customer in S.C. 2 by 6 So that rather than there being any
7 Mr. Glahn would have a, quote, negligibleimpacton | 7  cross-subsidization going on where the small
8  the S.C. Customer 2 charges, closed quote. 8 customers are subsidizing, the reverse is probably
9 Did | read that correctly? 9 more accurate. And that is because, while the
10 A. Yes. 10  customer charge that this customer would pay in
11 Q. Earlier you agreed that for cost of 11  Service Class No. 2 doesn't recover, perhaps, all
12 services purposes customer-specific costsshould be |12 of the facilities costs related to his facilities,
13  assigned to customer costsin those costs; is that 13  thefact that the rate schedule islargely
14  correct? 14  volumetric and because of the size of this
15 A. Yes. 15  customer, the subsidy is probably actually going in
16 Q. Doesthe resulting impact of direct 16  theother direction.
17  assignment on other customer costs determine 17 So | was merely speaking about the
18  whether that approach should be followed? 18  presence or not of intraclass subsidies as it was
19 A. Wadll, | think in this case, what | was 19 addressed in Mr. Glahn's testimony.
20  speaking about isthe practicality of taking a 20 Q. Sotheanswer to my question is, no, the
21  single customer out of aclass, aclassin which 21  resulting impact of any cost another customer --
22 that particular customer qualifies as al the other 22 A. No, | don't think it's"no" necessarily. |
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1 think that this goesto that, the concept of 1  occasionsthat represent each of the situations
2 intraclass subsidization and how much is actually 2 that you described.
3 occurring whether or not those facilities are 3 Q. Would you agree that the extent of that or
4 included or not included. 4 how dynamic the system is might depend on whether
5 Where do you draw the line? Where do 5 we'retaking about an urban or suburban service
6  you say that we'll pull out the metering facilities 6 territory?
7 for this customer and that customer and the other 7 A. Certainly.
8  when, infact, they're part of an entire class? 8 Q. And how -- can you tell me how that's taken
9 It'snot asingle customer class. 9 into account in the company's E cost?
10 | think a more appropriate and doable 10 A. | think the investment asit grows from
11  approach isone that the company haschosenand |11  year to year inherently reflects those conditions.
12  thatisto create service chargesthat are 12  Therewill be conditions where new mains are added
13 differentiated by meter size so that smaller 13  toservice customers. There will be occasions when
14  customerscan pay aservice charge that's more 14  new services are added to existed mains to service
15 appropriate for the facilities, and the larger 15 new customers. Therewill be occasionswhen a
16 customersinthat class can pay theservicecharge |16  customer movesin and occupies adwelling that is
17  that's more appropriate for their facilities. 17  aready served by aservice line and neither amain
18 MR. POWELL: Can | have aminute? 18 nor anew service will need to be added.
19 JUDGE MORAN: Sure. 19 Soit'sinherent in the capital cost,
20 MR. POWELL: Thanks. 20 theinvestment cost at distribution system that is
21 (Whereupon, adiscussion was had off therecord.) |21  the subject of the cost.
22 MR. POWELL: Just acouple more questions, if | |22 Q. Istherelative frequency of installing new
Page 330 Page 332
1 may. 1 mains versus surveying previous customer premises
2 JUDGE MORAN: Sure. 2 takeninto account --
3  BY MR. POWELL: 3 A. Yes.
4 Q. Going back to your answers about whether 4 MR. POWELL: Nothing further. Thank you.
5  the companies have to alwaysinstall new mainsto 5 JUDGE MORAN: Thank you.
6  serve new customers, did you take into 6 And Ms. Lusson?
7  consideration movings of customers, previous 7 CROSS-EXAMINATION
8  customers, where service is already established and 8 BY
9 anew customer movesin and no new constructionis | 9 MS. LUSSON:
10  required? 10 Q. Good afternoon.
11 A. Wadl, in the short-run, of course, that 11 At Page 8 of your surrebuttal testimony
12 occurs quite frequently and customersmoveinand |12  beginning at Line 165 you state, The primary
13 out and use the same facilities that were there for 13 purposefor dividing S.C. No. 1 customers into
14  theprevioustenant. If the particular service 14  heating and nonheating is to appropriately
15 goesvacant or unused for acertain period of time, |15  recognize their respective load characteristics,
16 theregulations require that that service line be 16  which drive cost responsibility for the single
17  retired. 17  largest component of distribution plant that is the
18 And, in that case, if there's been a 18  cost of mains.
19  certain amount of time passed, there would haveto |19 Isthat your testimony?
20  beanew service added; but the study is, of 20 A. Yes, that's correct.
21  course, asnapshot of, again, this dynamic 21 Q. Isit correct then that customer usage of
22 digtribution system. And, therefore, there are 22 natura gasor asyou'vereferredtoit asload
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1  characteristics drives customer costs? 1  stock of the city is changing from centrally heated
2 A. I'msorry. Theringing isdisturbing me. 2 larger buildingsto individually heating housing.
3 Q. AndI'msorry. It'scoming from my purse. 3 Did you take that phenomenon into
4 | hopeit stops soon. 4 account in preparing your E costs?
5 A. Being disturbed, | meant distracted. 5 A. WEédll, as| think | mentioned earlier, those
6 MS. LUSSON: | apologize, your Honor. 6  characteristics were considered in that the
7 JUDGE MORAN: It'sno worse than the protests. | 7 identification of facilities for customers
8 THE WITNESS: I'msorry. Could you repeat the | 8  identifies the service line, meter type, type size
9 question? 9  of meter and service and length of service. So
10 BY MS. LUSSON: 10 it'sinherently considered in the cost of service
11 Q. Isit correct then that customer usage of 11  study because those characteristics -- that
12 natura gasor asyou refer toit asload 12  information was then covered in the cost of service
13 characteristics drives company costs? 13 study.
14 A. Yes, inparticular, there are peak load 14 Q. And does the company have the ability to
15  requirements. 15 dter theinstalls of individually heated housing
16 Q. Isitalso correct then that customers with 16  accountsversus multifamily accounts served by one
17  smaller load characteristics generate fewer orless |17  main or one service? Isthat something that the
18 costs? 18 company looks at in making investment decisions?
19 A. Customerswho provide alower peak demand |19 A. I'mnot sure | understand your question.
20  or smaller peak demand provide then lower capital |20  What would they be atering?
21  costsrelated to that demand. 21 Q. Isthere-- let me rephraseit.
22 Q. Isit correct then that costsincurred by 22 Isthere abusiness plan or an
Page 334 Page 336
1  the company to provide delivery servicechangewhen | 1 assumption by the company that the -- as
2 customer usage declines over the long run? 2 investments are made, the movement should be toward
3 A. Wadll, no, not necessarily in the context of 3 individually heated housing as opposed to
4  the costs that we're talking about here, that is, 4 multifamily installations that require one larger
5  capacity-related costs. Once those investments are 5 main or larger service as compared to individually
6 made, if aparticular customer's load declines, 6  heated housing accounts?
7 those fixed costs remain the same. 7 A. Weéll, | think what the company naturally
8 Q. And for purposes of your E cost, did you 8  would do would be to respond to the needs of the
9  make any assumptions about load characteristicsin 9  community and the preferences of customers and
10  developing your -- in patternsin load 10 those builders and developers who build homes and
11  characteristicsin developing your cost study? 11  apartment complexes and condominiums and so forth
12 A. Wedl, | have an exhibit that actually lays 12  toservethem. Therefore, | think that the company
13  out the load characteristics of the various 13 would be interested in providing facilities that
14  customer classes. 14  would accommodate those needs.
15 Q. Soyou did take that into account? 15 Q. And those decisions about altering the --
16 A. Yeah. 16  modifying from servicesthat are serving an entire
17 Q. And, now, in histestimony, Mr. Borgard 17  building versus an individually metered unit, are
18  states, Today we seethat -- he notes significant 18  those decisions entirely within the customer's view
19 changesin the demographics of the city since the 19  or doesthe company have any sort of say in that
20 last rate case and he states that today we see the 20  regard?
21 number of residential heating customers as being 21 A. Wdl --
22 steady to growing slightly. Generally the housing 22 MR. HOUSE: Y our Honor, I'm not sure what this
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1 hastodo with Mr. Amen's cost of service study or 1 isavery stable methodology for allocating costs
2 how -- if you could tieit back to that, | think 2 asopposed to, say, using a coincident peak from a
3 that might be more manageable, but it seemslike 3 particular year or agroup of peaksfrom a
4 you're getting into company practices and 4  particular year, agroup of yearsthat could
5  record-keeping that might be beyond what he 5 fluctuate as the demand changes from time to time.
6 tedtified to. 6 So | believe that the methodol ogy that
7 MS. LUSSON: Well, let me rephraseit. 7  was employed creates stability from state to state.
8 JUDGE MORAN: | understand work for the company. | 8 MS. LUSSON: Okay. No further questions.
9 So.. 9 JUDGE MORAN: Okay. Staff, Mr. Fosco?
10 BY MS.LUSSON: 10 CROSS-EXAMINATION
11 Q. For purposes of your cost of service study, 11 BY
12 wereyou given any assumptions about the movement 12 MR. FOSCO:
13 towards centrally heated larger -- or individually 13 Q. Good afternoon, Mr. Amen. My nameis
14  heated housing -- individual accounts versus 14  Carmen Fosco. I'm one of the attorneys
15  multifamily one account buildings? 15  representing staff.
16 A. No. 16 If 1 understand your testimony
17 Q. Youwere not? 17  correctly, there's three basic steps to performing
18 A. No. 18 theimbedded cost of service study and those are
19 Q. Doesthelow characteristic dictate whether 19 thefunctionalization, classification and
20  high, medium or low pressure systems can be used 20  dlocation of total operation costs; is that
21  or,infact, whether or not mains need to be 21  correct?
22 replaced? 22 A. That's correct.
Page 338 Page 340
1 A. Wadll, certainly, the demand on the system 1 Q. Andthenif | understand the
2 hasanimpact on the load requirements, whicharea | 2  functionalization step, that basically identifies
3 combination of the capacity or size of the 3 and separates plan costs and expenses into specific
4  particular facilities as well as the pressure under 4 categories such as production, storage,
5  which the gas stream is provided. Thereis, you 5  transmission, distribution and customer accounts
6  know, along-standing movement technology-wisein| 6  and sales, correct?
7 theindustry from low-pressure systemsto mediumto| 7 A. That'strue, yes.
8  higher pressure distribution systems. They tend to 8 Q. Okay. And then the cost classification
9 bemorereliable, certainly meeting the peak 9  further separates those functionalized costs into
10 demands of customers on the system. 10 three categories, namely customer cost demand or
11 Q. Andyouindicated earlier, | think, that 11  capacity costs and commodity costs; is that
12 main-- or distribution plan investment can be 12 correct?
13  effected by peak -- the need for peak delivery? 13 A. Yes.
14 A. Yes, that'sthe primary cost deterrent. 14 Q. Andyou testified that customer costs or
15 Q. Okay. Andisit correct then that if peak 15 coststhat areincurred to extend service to and
16  deivery isreduced, does that have any effect on 16  attach acustomer to the distribution system
17  your cost of service study? 17  metering and gas usage and maintain the customer's
18 A. Theway that the peak demand has been 18  account?
19  determined in the company's cost of servicestudy |19 A. Areyou referring to a specific spot in my
20 isonadesign day basis, that is, under the design 20  testimony?
21  weather conditions that the company usesto design |21 Q. Sure. You could refer to Page 11 of your
22 and build its distribution system. Therefore, it 22 direct testimony in both North Shore and Peoples.
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1 From the Peoples exhibit, it may be the sameline 1 Page7, | believeit's Lines 135, you assert that
2 andfor North Shore your answer startsat Line230. | 2  unpaid bills are an additional expense; is that
3 A. Yeah, | think in my copy it's 232, but 3 correct?
4  dfter the question "please explain"? 4 A. Yes, reiterating what | just said.
5 Q. Correct. 5 Q. Would you agree that an uncollectible
6 A. Okay. Yes, | seethat. 6  account does not represent an additional
7 Q. Okay. And you further state -- in my copy 7  expenditure such as an additional expenditure for
8 it'sat Lines 231 to 233 that customer costs are 8 additional employees, something of that nature?
9 largely afunction of the number and density of 9 A. Theuncollectible bill itself does not
10  customers served and continue to be incurred 10 represent an additional expenditure, however, I'm
11 whether or not the customer uses any gas; is that 11  awarethat the company pays to have those
12 correct? 12 uncollectible bills collected from time to time,
13 A. Yes. 13 which would be an additional expenditure.
14 Q. Sogeneral customer costs represent fixed 14 Q. Isityour position, Mr. Amen, that unpaid
15  costs? 15  North Shore or Peoples Gas hills that become
16 A. Yes 16 uncollectible consist of only a customer charge?
17 Q. Okay. If we can now turn to the subject of 17 A. No.
18  uncollectible accounts, could you give me your 18 Q. Soyou would agree that the unpaid bills,
19  basic understanding of how an uncollectible account |19  the underlying bills consist of customer charges,
20  arises? 20 distribution charges and, if applicable, demand
21 A. I'msorry? 21  charges?
22 Q. How does an uncollectible account arise, 22 A. Yes.
Page 342 Page 344
1 from your understanding? 1 Q. Okay. I'm going to give you a hypothetical
2 A. When the customers don't pay their bills. 2 here. Assumethat autility has no uncollectible
3 Q. Okay. Andwould you agree that when a 3 accounts built into its revenue department and
4 customer doesn't pay its bill for whatever reason, 4 assumethat the utility has rates that are designed
5 it doesn't identify a specific portion that it's 5  torecover afull amount of its revenue
6  not paying? 6  requirement, which for purposes of this
7 A. That'scorrect. Itisan additional 7  hypothetical, |et's assume that's one million
8  expenseinand of itself caused by the fact that 8 dollars, would you agree that in that hypothetical,
9  the customer hasfailed to pay the hill. 9 if theutility sent out billings totalling one
10 Q. Okay. And would you agreethat everything (10  million dollars and all customers pay their bills,
11 €eseequal, if you have two customers, one has a 11  theutility will recover one million dollars?
12 monthly bill of a hundred dollars and another hasa (12 A. That seemsto be the natural conclusion
13 monthly bill of two hundred dollars and they both (13 from your hypothetical, yes.
14 fall to pay you their bills, the customer that had 14 Q. Okay. Okay. If we assume the same facts
15 alarger bill hasthe larger uncollectible account, 15  with thefollowing change, let's assume that five
16  correct? 16  percent of the customersin dollar amounts don't
17 A. Yes. 17  pay their bills and then would you agree that the
18 Q. Sotheamount of uncollectible costs, would (18 utility in that situation will not recover one
19  you agree, tend to vary with the amount of the 19  million dollars based on sending out one million
20  underlying bills? 20 dollarsinhills?
21 A. Yes 21 A. Yes.
22 Q. Referring to your surrebuttal testimony, 22 Q. Okay. And would you agree that in order
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1 for the utility to recover one million dollarsin 1  customersin that hypothetical isthe differencein
2 our second-stage hypothetical with the five percent | 2  the unpaid distribution charges; would you agree
3 not paying, the utility will need to send -- or it 3 withthat?
4 will need to have rates that increase its billings 4 A. Weéll, it'sthe differencein their total
5 toan amount above one million dollars? 5  hill, however it's made up.
6 A. | think alogica extension of your 6 Q. Andinthe hypothetical it was based upon
7  hypothetical would be that in the next case where 7  thedifferencein distribution charges?
8  their revenue requirement would be reestablished, 8 A. lIt'safunction of the rates being
9 thatif there were alevel of uncollectible 9  volumetric and one customer being larger than the
10  expensesof, say, five percent of amillion 10 other, yes.
11 dollars, that that would be an additional expense 11 MR. HOUSE: Y our Honor, the problem I'm
12 that would have to be recovered. 12 beginning to have with thisisit's beginning to
13 Q. Basicaly, you would -- the company would |13 drift into rate design rather than the effect of
14  beexpected in that situation to increase its rates 14  uncollectibles and the cost of service study.
15  sothat the amount that isunpaid isn't -- in fact, 15 JUDGE MORAN: | will permitit. | understand,
16  when they do get the payment, less than five 16  butlet's-- how much --
17  percent equals one million dollars, that wouldbe |17 MR. FOSCO: Just about two more questions.
18 thegoa? 18 JUDGE MORAN: Okay. That'sit. Thank you.
19 A. Actually, inthat caseit would be -- yeah, 19 BY MR. FOSCO:
20  itwould total amillion dollars because presumably |20 Q. Are North Shore or Peoples Gas revenues
21  they're not collecting the full million. 21  higher, lower or the same when a customer does not
22 Q. And| know the math doesn't work out this |22 pay abill for only $34 compared to a separate
Page 346 Page 348
1  way, but essentially they would bill ahundred and 1  dituation where a customer does not pay abill for
2 fivemillionto -- 2 $419?
3 A. Togetamillion, yes. 3 A. In neither case they're collecting less
4 MR. FOSCO: Canyou givemejust aminute, your| 4  revenue.
5  Honor? 5 Q. And they're not the same loss --
6 JUDGE MORAN: Sure. 6 A. Theamount of the collectible expenseis
7 (Whereupon, adiscussion was had off the record.) 7 higher with the customer with the higher bill.
8 BY MR. FOSCO: 8 Q. Okay. And under your proposal for handling
9 Q. Okay. If we have asituation -- another 9  and billing uncollectible accounts for the entire
10  hypothetical -- where -- at a customer level you 10  amount for uncollectible amounts is considered a
11  have one customer that has $19 and a customer 11  customer cost to be billed through the customer
12 chargeand $15 in distribution charges for atotal 12  charge, would you agree that the $34 dollar
13 of 34 and another customer who hasthesame $19 |13 customer would be the same as the $419 customer
14  customer charge but $400 in distribution charges, | |14  because both were paid the same customer charge?
15  think because of your earlier answers you would 15 A. My testimony doesn't address billing
16 agreethat if both of those customers don't pay 16  uncollectible expenses or any kind of inclusion of
17  their bills, the customer with the $419 total bill 17  theminratedesign. My testimony goes to the
18  will add more collectibles expense than the 18 treatment of those uncollectible expenses within
19  customer that has the $19 and customer charge of 19 thecost of service study; which, as| stated in my
20  $15? 20 testimony, it's a customer-related cost because
21 A. Yes. 21  it'san expenseincurred because customersfail to
22 Q. And the difference between the two 22 pay their bills.
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1 My problem with Mr. Luth's approach is 1  constructing, the distribution system.
2 he'susing the same rate design characteristics 2 The average end peak methodology
3 that your hypotheticals deal with and trying to 3 recognizes as one element those peak requirements
4 tranglate that into cost causation. 4 indetermining the peak capacity in the system;
5 Q. Sol understand your testimony to be then 5  but, in my opinion, it incorporates noncost factors
6 that it'snot your testimony that Mr. Luth's 6 related to the utilization of the system off peak.
7 proposal isnot improper, but that it'simproper of 7 And, in fact, the three characteristics
8  acost of service study? 8 | believethat Mr. Luth mentioned, one being the
9 A. That would be correct. 9 need to increase capacity to serve the peak
10 MR. FOSCO: | have no further questions, your 10 requirements, the other to -- | believe, related to
11 Honor. 11  utilization of asystem off peak and the benefits
12 JUDGE MORAN: Okay. Isthereanyone-- | 12 derived by customers from that use.
13 believe-- 13 And --
14 MR. FOSCO: Thank you very much. 14 Q. That'sreally what I'm trying to get at.
15 THE WITNESS:. Thank you. 15 What is meant by that "benefits to
16 JUDGE MORAN: IsMr. Robertson here? 16 customers'?
17 MR. RATNASWAMY: Y our Honor, Mr. Robertson |17 A. Wadll, the fact that the customers are using
18  advised methat if he did not return, that that 18  the system year-round, that's perceived to be a
19  should be considered awaiver of cross. 19  benefit. And my opinion isthat those customers
20 JUDGE MORAN: Okay. Thank you. | haveafew (20 that benefit from the system should pay for it on a
21  questions. 21 year-round basis, which they do; but to the extent
22 22 that capacity is available to them to useis
Page 350 Page 352
1 EXAMINATION 1  essentialy because the customers who have caused
2 BY 2 that capacity to be built have released it to the
3 JUDGE MORAN: 3 remainder of the system and they don't need it and
4 Q. Youand Mr. Luth have adispute over this 4  that ison the peak day.
5 average peak and coincidental peak methodology? | 5 Q. Okay. That average in peak takes account
6 A. Yes 6  of the coincidental peak or the highest usage?
7 Q. And it seemsto carry on into your 7 A. Itdoes.
8 surrebuttal. And if you turn to Page 3, the last 8 Q. But then does aweighting or something, an
9  question that has put you in that response that 9 averaging of al the other factors?
10 talksalittle bit about why you don't likethe A&P |10 A. Yes, inthat the way it's been applied if
11 methodology because it incorporates something 11 youreinlllinois, in thiscase and in others, is
12 caled noncost factors. 12  it's-- the two components are weighted by the load
13 Before | put a question to you on that, 13 factor of the system; that is, the relationship of
14 canyouexplainfor me-- and | know it'sin your 14 theaverage use of the system to the peak use and a
15 testimony, but | just like hearing it fresh -- the 15 load factor is calculated from that.
16 difference between the coincident peak method and |16 The average use component of that load
17  the A&P methodology. 17  factor isthen allocated to the classes based on a
18 A. Weéll, the coincident peak methodology is 18  throughput and the remaining peak component is
19  grounded on the concept that the collective peak 19 alocated to the classes based on peak day demand.
20  demands of the customers on the system are the 20 Q. And continue with an explanation for that
21  driversof investment cost, capacity cost in the 21 last sentence, you said, As| stated in my rebuttal
22 digribution system, the cost of building, 22 testimony, areasonable conclusion -- areasonable
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1 conclusion only requires the customersthat benefit | 1 thinking now. So when we finish Mr. Borgard, then
2 from the use of the system throughout the year 2 we can discuss how we're going to work through this
3 should pay for it throughout the year? 3 schedule during the whole week because I'm seeing
4 A. | wasresponding there -- 4 nine-- nineand ahalf -- | mean, arewe
5 Q. Okay. 5 interested in staying late because, | mean, if you
6 A. Yeah, | wasresponding thereto Mr. Luth's 6  start at 10:00, you're going to be leaving here at
7 rebuttal testimony. | think it was his rebuttal 7 7:00 and that's not even counting alunch break.
8  testimony where he claimed that because you usethe | 8  So think about this while we continue today's
9  coincident peak methodology for allocating coststo | 9  witnesses.
10 theclassesthat, therefore, that would somehow 10 And | apologize, Mr. Borgard. Counsel,
11  trandateinto customers only paying for their use 11 you can proceed.
12 of the system on one day ayear. 12 | have sworn you in?
13 Q. That'swhat | didn't understand. 13 THE WITNESS: Yes.
14 A. Yeah. 14 MR. RATNASWAMY : North Shore Gas Company and
15 Q. And| do recal that -- 15  Peoples Gas Light & Coke Company call Mr. Borgard.
16 A. Cost characteristics to rate design, which 16 LAWRENCE T. BORGARD,
17  isinappropriate. 17  called asawitness herein, having been first duly
18 Q. Okay. | will -- I will continue this 18  sworn, was examined and testified as follows:
19  discussion with Mr. Luth. Thank you. 19 DIRECT EXAMINATION
20 A. Thank you. 20 BY
21 JUDGE MORAN: Isthere any redirect? 21 MR. RATNASWAMY :
22 MR. HOUSE: | would consult, please. 22 Q. Mr. Borgard, will you please state your
Page 354 Page 356
1 JUDGE MORAN: Sure. 1  name
2 While they're consulting, let's take a 2 A. Yes. My nameisLawrence T. Borgard,
3 fiveminute break so that the court reporter can 3 B-or-g-ar-d.
4 rest and so that we can al clear our heads a 4 Q. And what positions do you hold with Peoples
5 little. 5 Gasand North Shore?
6  (Off therecord.) 6 A. I'mthevice chairman and chief executive
7 JUDGE MORAN: Any redirect? 7 officer of both.
8 MR. HOUSE: Y our Honor, | have no redirect. 8 Q. What isyour business address, please.
9 JUDGE MORAN: Very good. Thewitnessis 9 A. 130 East Randolph Drive, Chicago, Illinois
10 excused. Thank you very much for comingin. 10 60661.
11 Okay. We have two more witnesses and | 11 Q. And did you prepare under your direction
12 think I'm going to try to get them both in today 12 and supervision direct rebuttal and surrebuttal
13 becausethe rest of the days are just ridiculous. 13 testimony on behalf of Peoples Gas and North Shore
14 Everybody that's here, think about some 14 inthiscase?
15  suggestions on how to get through this -- these 15 A. Yes
16  schedulesand thesetimes. I'm going to proposeto |16 Q. And with regard to your prefiled direct
17  Judge Gilbert that we start at 9:00. What does 17  testimony, isit the case that in the course of
18 anybody think of that? | mean, | can't see nine 18 reviewing it, you've identified two corrections you
19  hoursand starting at 10:00. 19  wishto make before we proceed further?
20 MS. LUSSON: Areyou asking if we want to start |20 A. That'scorrect.
21 at9:00? 21 Q. And--isit--1think I'll just lead if
22 JUDGE MORAN: I'm asking you guysto start 22 someone objects.
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1 In your Peoples Gas direct testimony on 1 Q. Finally, with regard to your North Shore
2 Line589 and, similarly, in your North Shore Gas 2 and Peoples Gas surrebuttal Exhibit LTB dash 3.0,
3 testimony direct on Line 546, isit correct that 3 if | asked you the questions that appeared there,
4  thewords "base rate" should be "gas cost"? 4 would you give the answers that appear there?
5 A. That'scorrect. 5 A. Yes
6 JUDGE MORAN: What lineisthat? I'm sorry. 6 Q. Allright. Arethose answerstrue and
7 MR. RATNASWAMY:: InPeoplesit'sLine589andin | 7  correct?
8  North Shoreit's Line 546. 8 A. Yes
9 JUDGE MORAN: And the word "base rate" should be | 9 MR. RATNASWAMY: : Your Honors, | would then move
10  stricken? 10  theexhibit -- move the admission into evidence of
11 MR. RATNASWAMY:: Yes, and replaced by thewords 11 Peoples Gas Exhibits LTB 1.0 through 1.6, North
12 "gascost." 12 Shore Exhibits LTB 1.0 through 1.5, North Shore and
13 BY MR.RATNASWAMY: 13 Peoples Exhibit LTB dash 2.0 and North Shore and
14 Q. And then with regard to your Peoples Gas 14  PeoplesLTB 3.0.
15  Exhibit LTB 1.1, Page 2 of 2, where the | eft part 15 JUDGE MORAN: Arethere any objections?
16  of thechart isindicated to be dollars per MMTBU, 16 Hearing none, those are admitted and the
17  isit correct that the decimal point in the figures 17  witnessistendered for cross.
18 ontheleft side of the chart should be moved over 18
19  one? 19
20 A. Yes, onetotheright. 20 (Whereupon, PGL Exhibit LTB No. 1.0 through 1.6, NS
21 Q. Do you have any other directions-- I'm 21  Exhibit LTB 1.0 through 1.5, NS-PGL Exhibit
22 sorry. 22 LTB-2.0, and NS-PGL Exhibit LTB No. 3.0 were
Page 358 Page 360
1 And the North Shore equivalent exhibit, 1  admitted into evidence.)
2 whichisNorth Shore Exhibit dash 1.1 also to be -- 2 JUDGE MORAN: Who wishesto start?
3 A. That's correct, the same correction. 3 CROSS-EXAMINATION
4 Q. With that being said, with regard to your 4 BY
5  Peoplesdirect, Exhibit LTB 1.0 and Attachments 1.1 | 5 MR. STRAUSS.
6  through 1.6 and your North Shore direct, which is 6 Q. Good afternoon, Mr. Borgard.
7  Exhibit LTB 1.0 and Attachments 1.1 through 1.5, if | 7 A. Good afternoon.
8 | asked you the questions that appeared in your 8 Q. I'm Scott Strauss and I'm going to ask you
9  direct testimony subject to the two corrections 9  some questions today.
10 you'vejust made, would you give those same answers |10 Would you turn to your direct -- Peoples
11  today? 11  direct testimony Exhibit LTB dash 1.0at Page 3
12 A. Yes. 12 focusing on your answer that begins at the bottom
13 Q. And are those answers true and correct? 13  of the page on Page 66 and continues over to Line
14 A. Yes. 14 75, would it be correct, sir, what's describe in
15 Q. All right. With regard to your rebuttal 15  this passage as your employment history?
16 testimony, North Shore and Peoples Gas Exhibit LTB |16 A. Yes
17  dash 2.0, isit correct that if | ask you the 17 Q. And | believe what you're describing here
18 questionsthat appear in that testimony that you 18 isaprogression of up the corporate ladder to
19  would give the answers that appear there? 19  positions of increasing responsibility; do | have
20 A. Yes. 20  that right?
21 Q. And are those answers true and correct? 21 A. Yes
22 A. Yes. 22 Q. It'stypical in Integris (phonetic), isit
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1 not, that qualified executives as they gain 1  as-needed basis.
2 experience will move to more junior positionsto 2 Q. Okay. At Lines304 and 305, you're talking
3 more senior positions with relative more 3 about the one-for-one approach and you stated it
4 responsibility? 4 would befollowed -- thisis at Line 305 -- it
5 A. Yes 5  would be followed in certain work groups at certain
6 Q. And, Mr. Borgard, there's nothing unique 6 times.
7 with this treatment of Integris executives, that 7 Do you see that?
8  seems standard to you? 8 A. Yes.
9 A. Yes 9 Q. What did you mean by "work group"?
10 Q. If you could turn to your rebuttal, your 10 A. Work group could be either a department or
11  rebuttal presentation on Page 4 on Lines -- if you 11 agiven shop location as an example or even a
12 look at Lines 67 and 68 you make the statement that |12  department within a given shop location.
13 Peoples Gas shares a number of the general views |13 Q. Andwhen you say, It would be followed in
14  expressed by Withess Gennett. 14  certain work groups at certain times, which times
15 Do you seethat? 15  did you havein mind?
16 A. Yes 16 A. Whenit's needed.
17 Q. Then on Page 14 of the same testimony on 17 Q. Asneeded; isthat what you're saying?
18 Lines 295 to 296 you make the same statement. 18 A. That's correct.
19 Do you see that? 19 Q. Following on at the end of Line 305 and
20 A. Yes 20 moving on to 306, you make a statement for the
21 Q. Which of Mr. Gennett's general viewsdoyou (21~ Commission to impose such a policy on management.
22 agreewith? 22 Do you see that?
Page 362 Page 364
1 A. | agreewith Mr. Gennett in that it's 1 A. Yes
2 important that the company have aprocessinplace | 2 Q. Andby "policy," | assume you're referring
3 toplace workers on an as-needed basis, qualified 3 totheone-for-one proposal?
4  workers. 4 A. Yes
5 Q. Do you share hisview that as employee 5 Q. Going further on that line, you say that it
6  vacancies and relative more senior positions arise, 6  would be inappropriate to do so based only on the
7 they should befilled by more junior eligible 7  genera concerns that have been identified.
8  candidates from inside the company? 8 Do you see that language?
9 A. If warranted, yes. 9 A. Yes
10 Q. Doyou share Mr. Gennett's concern that the |10 Q. Didyou mean to imply there that the union
11  company isfacing significant retirements of 11  had only raised general concernsin support of the
12 employeesin relatively higher skill positionsover |12 one-for-one proposal ?
13 thenext ten years? 13 A. [ think | meant to imply that they have
14 A. Yes. 14  raised genera concerns with respect to the
15 Q. On Page 14 -- on Page 14 of the same 15 one-for-one proposal.
16 testimony at Line-- Line 303 you state, Management |1 6 Q. Youdidn't mean to state that they hadn't
17  appreciates the concerns expressed by Mr. Gennett. |17  raised other specific concerns aswell, did you?
18 Do you see that? 18 A. No.
19 A. Yes. 19 Q. Do you happen to have Mr. Gennett's direct
20 Q. Andwhich concernsdid you haveinmind? |20  testimony?
21 A. The concerns similar to what we just 21 A. | donot.
22 discussed about the replacement workers on an 22 MR. STRAUSS: Can | approach, your Honor?
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1 JUDGE MORAN: Sure. 1 thiscontextisthe union andit's "meter per
2 BY MR. STRAUSS: 2 service employee,” not the absolute number of
3 Q. If you could to turn Page 9 of 3 employess.
4 Mr. Gennett's direct testimony, I'm looking at 4 MR. STRAUSS: Are you amendable to making that
5 Lines3to 15. Your statementsin your rebuttal 5 comment?
6  about general concerns and the basis for the 6 MR. RATNASWAMY : Y ou can make that comment,
7  policy, you're responding to Mr. Gennett's direct 7  that'sfine.
8 testimony, the testimony you havein front of you, 8 BY MR. STRAUSS:
9  inmaking those statements; is that correct? 9 Q. Finaly at the bottom of the page,
10 A. My rebuttal testimony responds to 10  Mr. Gennett refers to data concerning percentage of
11 Mr. Gennett's direct testimony, yes. 11  retirements of cruel leaders and service specialist
12 Q. Very well. 12 No. 1l
13 If you look at Lines 4 to 6 there on 13 Do you see those figures at the bottom?
14 Page9, you seethat Mr. Gennett relates certain 14 A. Yes.
15 factsabout the reduction in the size of the 15 Q. Did you ever take an issue with those
16  company'sunion represented work force from 1996 to |16  statistics? Haveyou, sir?
17 20067 17 A. I'mnot surethat it's guaranteed that all
18 A. Yes 18  will belost with their retirement within ten
19 Q. Andif youlook down at Line 6 through 8, 19  years.
20  doyou seein this passage, he relates certain 20 Q. You'renot certain. That might happen, it
21 factsabout work force retirement eligibility over 21  might not; isthat what you're saying?
22 thenext ten years? Do you see that? 22 A. That's correct.
Page 366 Page 368
1 A. Yes. 1 MR. STRAUSS: Thank you, Mr. Borgard. | don't
2 Q. Do you seethat he noteson Line 7 that 50 2 have anything further.
3 percent of the work force will be eligible to 3 JUDGE MORAN: Okay. Ms. Lusson, do you want to
4 retirewithin the next ten years? 4  gonext?
5 A. Yes 5 MR. LUSSON: Sure.
6 Q. You don't take issue with these figures, do 6 CROSS-EXAMINATION
7 you, Sir? 7 BY
8 A. | have no reason to believe that they're 8 MS. LUSSON:
9  inaccurate. 9 Q. Good afternoon, Mr. Borgard. My nameis
10 Q. Okay. And just to point your attention 10 Karen Lusson. I'm from the Attorney Genera's
11 briefly alittle further down on Lines 12 through 11  Office.
12 15, doyou seethat Mr. Gennett relates that the 12 First I'd like to refer you to the
13 main demand for services has been growing and that 13  bottom of Page 12 of your direct testimony. In
14  the number of service per employee has increased 14 thereyoutak about efforts that have been made to
15  since 2000. 15  reduce expenses.
16 Do you see that? 16 A. Thisisin the Peoples Gas testimony?
17 A. Yes. 17 Q. Yes. Yes. Thank you.
18 Q. Thenfinaly at the bottom of the page, he 18 Isit your testimony that management has
19  relates certain statistics on retirements of -- 19  expended great effort and has achieved some success
20 MR. RATNASWAMY: The paraphrasing, I'm concerned |20  in reducing the expenses since the last rate case?
21 how that's going to appear in the transcript 21 A. | believethat's accurate.
22 becauseit'sour serviceand | believe "our" in 22 Q. Andat Lines 268 and 271, you refer to the
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1 fact that from the 1995 rate case, total expenses 1  productivity improvements you achieve, quote, have
2 haveremained essentially flat at about 215 2 enabled the company to avoid the need for rate
3 million; isthat correct? 3 relief; isthat correct?
4 A. Yes. 4 A. I'm not sure where you're quoting from.
5 Q. Would you agree with me that it's the 5 Q. It references back to your testimony. |
6  responsibility of public utility management to 6 believeit'sreferencing back to the Q and A at
7  aggressively seek out and employ new technologies 7 Lines 27 the answer at 277, The company has taken
8  and improve business processes so as to control 8  severa stepsto control costs. These efforts have
9  operating expenses? 9 enabled the company to avoid increasing rates for
10 A. Yes, | believe the company should make an 10 thelast decade. And thenyou mentioned all the
11  attempt to do that. 11  cost control effortsthat are evident.
12 Q. If you could, I'd like you to reference the 12 A. I'msorry. | forgot the question.
13 company's response to Attorney General Data Request |13 Q. Would you agree with this statement that
14  3.14. I'll giveyou acopy of it. 14  the productivity improvements you've achieved have
15 Here the company was asked, Has the 15 enabled the company to avoid the need for rate
16  company employed any technological invasions, 16 relief?
17  energy measures or best practicesto improve 17 MR. RATNASWAMY: : I'm kind of embarrassed, but
18  productivity and reduce the costs associated with 18  could you repeat it again because | think | missed
19  providing regulated utility services-- and | 19 aword.
20  believethis oneis North Shore service territory 20 BY MS. LUSSON:
21  --inthe past five years? 21 Q. Havethe productivity improvements you've
22 And | believe there was one also for 22  achieved enabled the company to avoid the need for
Page 370 Page 372
1 PeoplesGas. 1 raterelief?
2 And the company stated that it's 2 MR. RATNASWAMY: : Isthe question that only
3 constantly in the process of identifying and 3 factor or afactor?
4 implementing technological and investigating and 4 BY MS. LUSSON:
5  implementing best practices. 5 Q. Isthat afactor?
6 Do you know if management of your 6 A. Yes, itisafactor.
7 company intends to continue to seek out 7 Q. Then | think this response from North Shore
8 efficienciesin cost reduction opportunities after 8 indicatesthat thereis adecline in borrowing
9 thisrate caseis completed? 9  coststhat also enabled the company to avoid rate
10 A. Yes, | believe we will. 10  relief --
11 Q. I'd now like to reference the company's 11 JUDGE MORAN: Isthat aquestion?
12 responseto Data Request 4.09. I'll giveyou a 12 MS. LUSSON: Yes.
13 copy of that. 13 THE WITNESS: Yes.
14 Now, this data request asked for what 14 BY MS. LUSSON:
15  reasons has each company been able to avoid base |15 Q. --isn'tthat also true?
16 rateincreasesin each year since each company's 16 And then & so the customer growth in the
17  rateswere last impacted by ageneral rate 17  North Shore's customer base?
18 increase, what known favorable changesand sales |18 A. That'sancther factor, yes.
19 levelsor cost of improvementsin productivity have |19 Q. And speaking of customer numbers, would you
20  served to negative earnings per customer andnew |20 beawitnessthat could attest to numbers that were
21  investment and infrastructure. 21  provided by the company asto year-end customers --
22 Now, according to the response, the 22 by customer class each year from 1995 through 2006?
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1 MR. RATNASWAMY: : Isit adatarequest response? 1  employees, not the customer.

2 JUDGE MORAN: Ms. Lusson, why don't you giveto | 2 Q. Let'ssavethat for Ms. Grace then,

3 them and then ask them. 3 customer counts.

4 MR. RATNASWAMY: Aretheretwo here? 4 This exhibit shows, does it not, that

5 MS. LUSSON: Yes, for both Peoples and North 5  Peoples has reduced its employee levels as of 2006

6  Shore. 6 by nearly half since 1995?

7 Now, I'll mark this as Attorney General 7 A. Yes.

8  Borgard Cross Exhibit No. 1. 8 Q. And when we consider the cost savings

9 MR. RATNASWAMY: We're checking who attestedto| 9  associated with lower staffing levels and
10  them. 10 technological efficienciesthat you described,

11 They were attested to by Ms. Grace. 11  would you agree that rate payers will receive the
12 JUDGE MORAN: Thenwe'renot goingto markit-- |12  benefit of lower O& M expensesin thisrate case
13 weregoing to holdit. Ms. Lusson, about these 13  because these savings are reflected in test year
14  other datarequests -- 14  resultssincethelast rate case?
15 MS. LUSSON: | just wanted to reference them. 15 A. Yes, the reduced number of employeesis
16  Not ahugedeal. 16 reflected in thetest.
17 JUDGE MORAN: Thank you. 17 Q. The afternoon rates set in this case, would
18 BY MS.LUSSON: 18  you agree that any future operations and
19 Q. Okay. Let'sturnto Page 13 of the direct 19  maintenance savings that management might achieve
20  testimony. You note that the company, quote, has 20  would be retained by shareholders until thereis
21  made numerous improvements at Line 280 in its 21  another next rate case test year, which
22 operationsthat have created efficiencies, end 22 incorporates any of those changes?
Page 374 Page 376

1  quote. And then at Line 289 you state that these 1 MR. RATNASWAMY : I'msorry. Could | hear the

2 improvements have created efficiencies that allow 2 question again?

3 Peoplesto operate and maintain its system with 3 BY MS. LUSSON:

4  fewer employeesthan were required in 1995; is that 4 Q. After new rates are set in this case, would

5  correct? 5  you agree that any future and operation maintenance

6 A. Yes 6  savingsthat management might achieve would be

7 Q. | want to show you what I'll mark as AG 7  retained by shareholders until there is another

8  Borgard Cross Exhibit No. 1. 8  next rate casetest year?

9 JUDGE MORAN: And thisis being marked as an 9 MR. RATNASWAMY : Could you advise us what
10  exhibit? 10  assumption we should make about whether any of the
11 MS. LUSSON: (Nodding head up and down.) 11  proposed riders are adopted.

12 (Whereupon, AG Borgard Cross Exhibit No. 1 was 12 MS. LUSSON: I'm not -- no assumptions being
13 marked for identification, as of this date.) 13  made about riders at the moment. It's for purposes
14 BY MS. LUSSON: 14  of typica rate case procedure and how savings are
15 Q. Mr. Borgard, do you recognize this response 15 reflected intest years from case to case.
16 asfor each year listing from 1995 through 2006 16 THE WITNESS.: | think it'sfair to say that
17  annual year-end numbers of customersand numbersof |17  whatever operation maintenance savings occur
18 employeesfor PGL and North Shoreand totheextent |18  between now and the next rate case will go to
19  available approximate equivalent employee counts 19 shareholders; but, likewise, an increasein
20  based on sheered personnel or whom costs are 20  operations and maintenance cost will also beto
21  alocated to each of the utility? 21  shareholders.
22 A. | believe my sheet says the number of 22 BY MS. LUSSON:
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1 Q. Therewill need to be another rate casein 1  not needed arate case to earn reasonable returns
2 thefuture to capture and rates any new efficiency 2 because management efforts to reduce O&M have been
3 occursthat gain after 2007 for the benefit of 3 effected and offset the negative trends and usage
4 customers; isthat true? 4  per customer, as you suggested in your direct
5 A. Yes. 5  testimony?
6 Q. Over Pages 23 through 25 of your direct 6 A. | think in more recent years, the returns
7 testimony, you introduce the company'srider volume| 7  of the company has suffered such that at least up
8  balancing adjustment, VBA? 8  tothat point the company did not need rate relief.
9 A. | believeit starts at 23. 9 Q. Andif you're granted Rider VBA and the
10 Q. Yeah. Beginning on 23 through 25 youtak |10 historical trends continuein the future, would you
11  about Rider VBA; isthat correct? 11  expect Rider VBA to increase pricesin revenues
12 A. That'scorrect. 12  abovewhat customers would pay with no Rider VBA
13 Q. Andyou state that at the top of Page 25, 13 assuming, again, that the decline use per customer
14  thisadjustment mechanism will help to maintainthe |14  continues, all things being equal?
15 company's margin at the level that resultsfromthe |15 A. Could you repeat the question for me?
16  order inthisdocket. 16 Q. Sure
17 And by the term this "adjust mechanism,” 17 If you're granted Rider VBA in this
18 you'retalking about the Rider VBA proposal; is 18  docket as proposed to you, the companies and
19 thatright? 19 historical trends declining usage per customer
20 A. Yes. 20  continuein the future, would you expect Rider VBA
21 Q. Okay. Canwelook at your Exhibit 1.2, 21  toincrease above what customers would pay with no
22 which showsthe use per residential customer. 22 Rider VBA, dl other things being equal ?
Page 378 Page 380
1 The notion of maintaining margin levels, 1 A. | haveto think about thisone. So you're
2 asyou'vejust described it at the top of Page 25 2 askingif the historical trend in use per customer
3 withrespect to Rider VBA, would be in contrast to 3 continuesthen Rider VBA is granted, will customers
4 what has happened historically? 4  pay ahigher cost than had Rider VBA not been
5 For example, if welook at LTB 1.2 we 5  granted?
6  can seethat margin levelsfor residentia 6 Q. Would they pay higher prices and the
7 customers have been declining historically formany | 7  customer receive more revenues than customers would
8  years; isthat correct? 8  pay with no Rider VBA.
9 A. | believe LTB -- Exhibit LTB 1.2 isause 9 JUDGE MORAN: You've got two components.
10  per customer chart. 10 MS. LUSSON: Would customers --
11 Q. Would you agree that the use per customer 11 JUDGE MORAN: Start with that and then revenues
12 hasbeen declining historically for many years? 12 because those are not necessarily equal. Okay.
13 A. Yes. 13 THE WITNESS: Soif gas costs -- the cost of the
14 Q. How far back would you say that phenomenon,|14  commodity stays the same because you said all is
15 thatis, declining use per customer, hasbeengoing |15  equa and the use per customer declines, will the
16 on? Doesit predate 1995 in your opinion, if you 16  customerspay?
17  know? 17 JUDGE MORAN: Can you do that in a data request
18 A. | don't have any specific information on 18 if -- or isthere another witness? | mean, I'm not
19 that, but | think it is along-running trend both 19 seeing any action here. So...
20  hereinthis serviceterritory and nationally. 20 MS. LUSSON: | guessyou could say | don't know.
21 Q. Would you agree with me that looking 21 Wedon't know.
22 backwardsto the last rate case, the companies have |22 THE WITNESS: Weéll, Mr. Feingold might be a
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1  better witness for that question. 1 A. | think that's accurate.
2 BY MS. LUSSON: 2 Q. Do you know because of the operation of the
3 Q. Soyour answer is"l don't know"? 3 way Rider VBA works, the delay in calculating and
4 A. My answer is, Mr. Feingold might be a 4  implementing proposed Rider VBA surcharges each
5  better witness. 5 month, it's possible, isn't it, for the company's
6 Q. Isthereany offset within Rider VBA that 6  Rider VBA to kick in with amonthly surcharge on
7 would account for future productivity gains that 7 customers bills even when the company's overall
8  would happen after the management of thetestyear? | 8  margin revenues are being recovered?
9 A. I'm not aware of any offset within the 9 A. I'mnot sure | agree with your premise that
10  Rider VBA mechanism, no. 10 theresmuch of adelay inthe Rider VBA.
11 Q. Now, you've referenced generally in your 11 Q. And my understanding is that the
12 testimony the sort of riders that the company is 12  calculation is made and then the surcharge would
13 proposing. We've aready talked about Rider VBA, |13 appear, what, how many months later for that
14 asoRider ICR, UBA and Rider EEP. 14  certain period?
15 In your opinion, should the Commission 15 A. | don't know precisely how it would operate
16  adopt any or al of those riders, especialy Rider 16 intermsof how many months later it would show up
17 VBA, UBA or ICR? Havethe companiesguaranteed |17  on customer'sbill. That would be --
18 that implementation of any of those riders would 18 Q. Or Ms. Grace probably?
19  prolong the amount of time before the companies 19 A. Either one probably.
20  neededto comein for arate case? 20 Q. Andyou alsointroduced Rider VBA at
21 A. If | understand your question correctly, if 21  Page 26 of your direct testimony, whichisa
22 theridersare granted, | don't believe that the 22 revised method of gas portion of that debt and that
Page 382 Page 384
1 company has made a commitment not to comeinfora 1  would increase or decrease monthly bills based on a
2 ratecasein any given period. 2 bad debt percentage fixed in this order and each
3 Q. So there's no commitment within thisfiling 3 month's estimated gas charge revenue would be
4  that saysif the Commission adopts any of these 4 multiplied by this value and then divided by
5  riders, that will prolong the filing of the next 5 forecast therms expected to be delivered as shown
6 ratecase X amount of years or monthsor... 6 onMs. Graces1.13 and 1.147?
7 A. | don't believe so. 7 A. Again, that's probably a question better
8 Q. Andto beclear, Rider VBA doesn't examine 8 askedto Ms. Grace.
9  overal revenues, but just revenues per customer; 9 Q. Soyou're not clear on the exact details of
10 isthat correct? 10  how that would be calcul ated?
11 A. Could you repeat the question for me. 11 A. That's correct.
12 Q. Tobeclear, Rider VBA doesn't examine 12 Q. Isityour testimony, though, that it's
13 overall revenues, but rather revenues per customer? |13 being offered as design to that -- to help
14 A. | think it addresses revenues related to 14  guarantee that the company recovers at least the
15  volume-based variances. There are other revenues |15  gas cost portion of bad debt expense? |Isthat
16 thatit doesn't address, if that's your question. 16  true?
17 Q. But for purposes of determining whether or 17 A. It'sbeing proposed to address the gas
18 not asurchargeis placed on customer billsor, in 18 portion of that debt, yes.
19 fact, on any sort of deduction, the measure being 19 Q. Andto ensure that more of that is
20  examined or the matrix or the data component looks |20  recovered?
21  at usage per customer, not overall company 21 A. That's correct.
22 revenues, isthat right? 22 Q. InRider ICR surcharges on customer bills
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1 onamonthly basis associated with reimbursement 1 hedid not exclude revenues from add-on revenue
2 for capital spending on certain capital addition 2  taxesthat do not contribute to margin and did not
3 accounts, would it not? 3 subtract the environmental costs that are covered
4 A. Yes. 4 through Peoples Gas Rider 117?
5 Q. Now, would you know, there would not beany | 5 A. That's correct.
6  decreases to these associated with operation and 6 Q. Now, inif you return to your surrebuttal
7 maintenance savings attributable to these plan 7  testimony at Page 7, Lines 142, you state,
8  additions, would there? 8  Mr. Brosch's rebuttal testimony denies that he
9 A. Mr. Schott's testimony addresses that, but 9  miscalculated the utilities margin revenues, but he
10 | don't believe that there are any offsetsin his 10 agreesand relies on data request responses that
11  testimony. 11  wereexpressly labeled as gross margin.
12 Q. And so going back to your rate case 12 So | take it from that reference that
13 discussion and the timing and when rates reflect 13  youreviewed Mr. Brosch's rebuttal testimony?
14  what's happening to a company's bottom line and the |14 A. |did.
15 next time those efficiencies would be captured in 15 Q. Andisn'titafact that Mr. Brosch didn't
16 rateswould be when the company filesitsnextrate |16  calculate any gross margin values, but simply used
17  case isthat correct? 17  valuesreported by the company'sin a column of
18 A. Yes. 18  numbers captioned "gross margin"?
19 Q. Given thefact that implementation of these |19 A. | believe that's what his testimony says,
20  riderswould guarantee the recovery of thegascost |20  yes.
21  portion of uncollectibles, the cost of a 21 Q. And did you notice at Pages 6 and 76 his
22 significant group of distribution plant additions 22 rebuttal that Mr. Brosch presented both the
Page 386 Page 388
1 and abaselevel of revenues per customer, would 1 reported amounts of gross margin as well as the
2 you agree that implementation of any or all of 2 companies preferred definition of margin revenues
3 theseriders would reduce the company's overall 3 intwo graphsthat he captioned Table 6 and 7? Do
4  financial risk? 4 yourecall seeing that?
5 A. No. 5 A. | recal seeing graphsin histestimony. |
6 Q. Sono onefrom Wall Street has indicated 6 don't haveitin front of me, though.
7 that those are good proposals to make in rate cases 7 Q. Near the bottom of the your surrebuttal,
8 intermsof increasing the financial standing of 8 you state, Nothing in Mr. Brosch's alters the fact
9 the company? 9 that the utilities have experienced significant
10 A. Again, | think that's probably outside the 10 declinesin their margin revenues from fiscal year
11  balance of my testimony. Mr. Moul wouldbebest |11 2003 to fiscal year 2005.
12 suited to answer that. 12 Do you see that passage?
13 Q. Let'sgotoyour rebuttal testimony, 13 A. Yes.
14 Page12, Line 258. Here there's a discussion of 14 Q. Isn'tit truethat these significant
15 thecalculation of or reflection of margin revenue 15 declinesin margin revenuesin recent yearsis part
16 valuesasused by Witness Brosch; isthat correct? |16  of the reason that these rate cases were filed?
17 A. I'mnot sure he calls them margin revenues. 17 A. Yes.
18 Heusesdifferent wordsfor it, but it'sa 18 Q. Would you agree that the companies recent
19  discussion about the margin. 19 financia performance isthe reason for thefiling
20 Q. Andat Line 215 -- 259 you state, 20  of the pen- -- these pending cases?
21  Mr. Brosch's margin revenue figures for Peoples Gas |21 A. That's part of the reason, yes.
22 and North Shore are significantly inflated because |22 Q. Andwould you agree that in these two
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1  cases, Peoples Gas and North Shore, the cumulative 1  Gastestimony, you state that the company -- the

2 effect of al the changes and base investment, 2 company needsto -- thisisat Line 508 -- the

3 sadesvolumes, expense levels and the cost of 3 company needsto decoupleits cost recovery from

4  capital are being considered and recognized in the 4 thevolumes used by customers particularly with

5  establishment of new tariffs for gas service, gas 5  respect to nonusage sensitive costs of service if

6 ddivery service? 6 itisto have any chance of earning areasonable

7 A. | believethat's the purpose of this 7 return and thereby maintain its ability to

8  docket, yes. | don't believe they've been 8 maintain, save adequate and reliable service to

9 calculated to determine at this point, though. 9 customersand an increasing energy efficient
10 Q. Right. And sothe company filed these 10  environment.

11  caseswith at least one purpose in mind to capture 11 Do you see that testimony?

12 theeffect of reduced sales and margin revenuesfor |12 A. Yes

13  thetest year aswell asall of the other changes 13 Q. And then at Page 18 of your direct you

14 inthe company's revenue requirement; isthat true? |14  state, While the company believes -- thisis at

15 A. Yes. 15 Line400 -- While the company believes that

16 Q. Now, with respect to the company'sproposed |16  conservation should be encouraged, it cannot

17  Rider EEP and its proposed seven and ahalf million |17  continue to absorb the related margin revenue

18  spending amount for energy efficiency programs, you |18  losses. These losses threaten the ability to

19  highlight that at Page 222 and 23 of your direct. 19  continueto provide safe, adequate and reliable

20 I'dalsoliketo call your attention to the 20 serviceto al customers.

21  companiesresponseto AG 14.01. 21 Isit the company's position that if

22 And that data request asks, Do the 22 Rider VBA isnot adopted that it cannot provide
Page 390 Page 392

1  companies have any specific plans to, quote, grow 1 safe, adequate and reliable service to all

2 their new energy efficiency role should RidersVBA | 2 customers?

3 and EEP be approved by the Commission. Andthe | 3 A. No, that is not the company's position.

4  company -- isit correct that the company 4 Q. | wanted to show you what I'll mark as AG

5  responded, The companies do not have any specific | 5  Borgard Cross Exhibit No. 2.

6 plansto, quote, grow their new energy efficiency 6  (Whereupon, AG Borgard Cross Exhibit No. 2 was

7 role, end quote, should Riders VBA and EEP be 7  marked for identification, as of this date.)

8  approved by the Commission? 8 BY MS. LUSSON:

9 A. That's part of the response, yes. 9 Q. Inthat response, you cite Mr. Feingold's
10 Q. Andthat's till the case, thereis no 10 testimony and state at Part A that Peoples Gas
11  plansfor any sort of increased or larger role 11 incurred margin revenue lossesin nine years of a
12 beyond the seven-and-a-half-million program being |12  ten-year period, 1997 to 2006.

13 proposed here with or without the riders? 13 Do you see that in Part A?

14 A. | believe the dataresponse request is 14 A. Yes.

15  dtill accurate, yes. 15 Q. And | think you express similar concern

16 Q. Pages 8 and 9 on direct you discuss the 16  with respect to North Shore's recovery margin

17  company's authorized returns from the last rate 17  Feingold's testimony; isthat true?

18 case and the run-on equity that the company has 18 A. Yes inPatA.

19  experienced in thelast few years. And you state 19 Q. So thisproblem of absorbing margin losses
20  inyour testimoniesthat declining use of natural 20  dueto conservation has been around at least a

21  gasper customer requires adoption of Rider VBA. |21  decade or more; isthat correct?

22 For example, at Page 23 of your Peoples 22 A. Yes, | believethat's accurate.
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1 Q. And this datarequest also asked in Part D 1 Q. It earned above the authorized return on
2 whether the company prepared for other studiesfor | 2 equity.
3 Peoples Gas or for North Shore to support its 3 A. | believeit earned what it was allowed to
4 conclusion that, quote, these |osses threaten the 4 earn pursuant to itstariffs.
5  ability to continue to provide safe, adequate and 5 Q. And the reported return on common equity
6 reliable serviceto all customers, end quote. 6  wasabove 11.10 percent in those years; isthat
7 Do you see that question? 7 correct?
8 A. Yes. 8 A. Yes
9 Q. And the company respond that no such 9 Q. Andinlooking at North Shore's allowed
10  studies have been prepared; isthat true? 10  returns-- and, again, recalling that the
11 A. That'sthe response, yes. 11  Commission approved an 11.3 return on equity for
12 Q. Andisthat ill the case, no such studies 12 North Shore, isit correct that North Shore earned
13 have been prepared, as far as you know? 13 abovethat 11.3 percent level in 1996, 1997, 1998,
14 A. | believethat's accurate. 14 2001, 2002, and 20037
15 Q. Now, I'll show you what I'll mark as AG 15 A. Mine has both Peoples. So let mejust
16  Borgard Cross Exhibit No. 3. 16  steal John'shere.
17 17 | believe that's accurate, yes.
18  (Whereupon, AG Borgard Cross Exhibit No. 3was |18 Q. Andthenlooking back at LTB 1.2, which
19  marked for identification, as of this date.) 19  showed the declinesin usage per customer, would
20  BY MS. LUSSON: 20  you agree that there are several years wherein the
21 Q. Thisisthe company's response to data 21  company experienced declining use per customer, but
22 request 4.08 and this asks the company returnson |22 still managed to achieve its authorized return for
Page 394 Page 396
1 rate basethat were earned by each company ineach | 1 that year given these return on equity figures?
2 caendar year since last impacted by a general rate 2 A. Exhibit LTB 1.2 showsadeclineinusein
3 increase approved by the Commission; is that 3 normal basisvirtually every year. We'vejust gone
4  correct? 4 through the fact that the return on common equity
5 A. Yes. 5 incertain years was -- we had just gone through my
6 Q. Now, my recollection from your testimony is | 6  responses to the other questions. So, yes, |
7  that inthe last rate case, Peoples was awarded a 7  believethat's accurate.
8  return on equity of 11.10 percent; does that sound 8 Q. Okay. And, finaly, inyour job
9 right? 9  description, you include the words "customer
10 A. | believe that's accurate. 10 contact" asthat as part of your job
11 Q. At Page 8 of your Peoplestestimony, | 11  responsibilities; isthat true?
12 think also at Page 8 of your North Shore testimony, |12 A. I'm not sure where you're directing me to.
13 I think you indicated it was 11.3 percent for North |13 Q. Line64 and 65 on Page 3. Inthis
14  Shore 14  position, engineering, customer contact, payment
15 Now, looking at these responses, is it 15 processing, credit and collections; is that
16  correct that given those returns on the approved 16 correct?
17  return on equity level that first looking at 17 A. Yes.
18  Peoples, that Peoples was able to exceed its 18 Q. | want to show you what I'll mark as AG
19  dlowed return on equity in 1996, 1997, 1998, 2000, |19  Borgard Cross Exhibit No. 4.
20 2001, 2002 and 20037 20  (Whereupon, AG Borgard Cross Exhibit No. 4 was
21 A. I'm not sure what you mean, exceed its 21  marked for identification, as of this date.)
22 authorized level. 22 BY MS. LUSSON:
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1 Q. Now, thisisabill insert -- according to 1 2007 was significantly higher than the usage for
2 theinsertit's dated February 14th of '07. Do you 2 thesame period ayear earlier, yes.
3 recognizethis as aninsert that would have 3 Q. Andwould you agree that despite any global
4  appeared in probably residential customer bills? 4 warming trends that exist, it doesn't necessarily
5 A. For Peoples Gas customers, yes. 5 trandateinto warmer than normal weather for, say,
6 Q. Andif you look at the first paragraph it 6 thenextyear?
7  states, This February has been the coldest in 112 7 MR. RATNASWAMY: Could you tie us to something
8 years. We know that your gas bill is higher 8 inhistestimony just so we can know if it'swithin
9  becauseyou areusing more gas. On averagehomes | 9  thescope?
10  served by Peoples Gas used 44 percent more gasthis |10 MS. LUSSON: Well, | think you referenced the
11  February than ayear ago. 11  heating -- the change in the heating degree day
12 Y ou would agree, wouldn't you, that 12  forecast from a 30-year to aten-year, | think, at
13 weather obvioudly effects whether declinesinboth |13 Page 18 of your direct.
14  overal usage and usage per customer occur? 14 BY MS.LUSSON:
15 A. | would agree that weather has a 15 Q. You note the company's proposal to go move
16 dignificant effect on customers usage of natural 16  tonormal degree day measure based on 10 years
17 gas. 17  rather than the 30 years used previously.
18 Q. And that's always been the case in terms of 18 So, again, I'll repeat my question that
19 theamount of revenues that the company takesin, 19  despite any global warming trends that might exist,
20  that weather plays alarge and important factor in 20 it doesn't dways translate into warmer than normal
21 theamount of revenues and in the amount of -- and |21  weather in the next immediate year? There's no way
22 thelevel of usage of customers of natural gas? 22 topredict that?
Page 398 Page 400
1 A. Yes 1 MR. RATNASWAMY:: Your Honors, I'm having trouble
2 Q. So, for example, looking again at this 2 seeing it asin the scope notwithstanding this
3 insert, which includes a table showing average 3 paragraph that talks about moving from 30 years to
4  residential heating consumption that was more than 4 10years.
5 50 therms higher in 2007 as compared to usage in 5 JUDGE GILBERT: Areyou making aformal
6  February of 2006, would you agree that at |east for 6  objection?
7  that month, usage per customer was probably much 7 MR. RATNASWAMY:: | think it would be the scope
8  higher than normalized levels shown in your 8  of Dr. Takle'stestimony, but | don't see how it's
9  Exhibit 1.2? 9  inthe scope of Mr. Borgard's testimony.
10 MR. RATNASWAMY:: | think you'rereferringtoa |10 MS. LUSSON: Well, in response | would just
11 chartthat isonly for 12 days, not for a month. 11  point out that | thought Mr. Borgard would be the
12 BY MS. LUSSON: 12 witness since he as the president of the company
13 Q. Allright. For -- given the fact that the 13 would be able to talk about a bill insert and its
14  paragraph -- let's go back to just the paragraph 14  meaning or lack of meaning also within the context
15 then. All thiswasissued in February 14th. 15  of hisdiscussion and introduction of the proposal
16 So at least for half of that month, then 16 tomovetoanormal degree day measure based on 10
17  the company was experiencing higher than normal 17 yearsrather than 30 years.
18 levelsof usage to the extent that the company was 18  JUDGE GILBERT: Point, again, to whatever area
19  soconcerned about the leve of gas of residential 19  inhiswritten testimony you believeit iswithin
20  heating customer gas bills that they inserted this 20 thescope.
21 bill insert? 21 MS. LUSSON: That would be at Page 18 of his
22 A. Customer usage for the 12 days in February 22 direct, in particular Lines 386 through 388.
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Page 403

1 JUDGE MORAN: That paragraph seemsto be 1 (Whereupon, AG Borgard Cross Exhibit Nos. 1 through
2 introductory to the witnesses that will be talking 2 3 wasadmitted into evidence.)
3 about that. 3 CROSS-EXAMINATION
4 MS. LUSSON: Okay. 4 BY
5 JUDGE GILBERT: Yeah, it's clear that what 5 MR. MOORE:
6  you're attempting to do -- and that was even 6 Q. I'm Steve Moore. I'll be asking you
7 suggested in the ruling on your motion -- isregain 7 questions.
8  some of the testimony that it waslost in the 8 First of all, the company has proposed
9 motionsto strike. | don't know if thisthe 9  to put the uncollectible expenses into the PGN; is
10 witnesscandoit. It soundslike a perfectly 10 that correct? They're proposing to do that, to
11  acceptable question for Dr. Takle. Sowell leave 11 removeit from the underlying costs?
12 itatthat. 12 A. The company proposed arider that
13 WEe'll sustain the objection for now 13  effectively addresses the uncollectible portion --
14  subject to your being able to ask that question 14  thegasportion of the uncollectible debt.
15  withthe doctor. 15 Q. Just the gas portion, correct, and that
16 MS. LUSSON: Okay. 16  would leave the remaining portion of
17 And | believe that is all the questions 17  uncollectibles?
18 | had. Thank you, Mr. Borgard. 18 A. | believethat's correct, yes.
19 THE WITNESS:. Thank you. 19 Q. And now, what's -- the purpose of that was
20 MS. LUSSON: And | would move for theadmission |20  to make certain that the customers that are
21  of AG Borgard Cross Exhibits 1 through 3, which | 21  responsiblefor the uncollectible portion, the gas
22 think excludes the last one. 22 portion of uncollectibles pay for it; isthat
Page 402 Page 404
1 JUDGE MORAN: So you're not putting this one 1  correct?
2 in-- or you're not moving to put that one? 2 A. | think that's one purpose.
3 MS. LUSSON: I'll withhold movingitin at the 3 Q. Okay. Andin this context, for example,
4  moment. 4 the sales customers would be paying for that
5 JUDGE MORAN: | see 5 particular rider, whereas Customers For Y ou would
6  JUDGE GILBERT: Just 1 through 3? 6  not be paying it?
7 MS. LUSSON: Yes. 7 A. When you say "Customers For You," do you
8 JUDGE MORAN: So this may be remarked. 8  mean the specific program that the company offers?
9 JUDGE GILBERT: Objection to any of 1 through3? | 9 Q. Yes.
10 MR. RATNASWAMY : I'd liketo make sure, 1isthe |10 A. | believethat's accurate.
11  responseto AG 5.23; isthat correct? 11 Q. Okay. That'sthe Customer For Y ou Program.
12 JUDGE MORAN: 6. 12 Now, all customers that are with the
13 JUDGE GILBERT: He'scorrect, that is 1. 13 companies Rates 1 and 2 are eligible to take
14 MS. LUSSON: Yes, | point -- 14  customers?
15 MR. RATNASWAMY: No objection. 2is6.03. 15 A. | believe s, yes.
16 JUDGE MORAN: Mm-hmm. Yes. 16 Q. And together between Peoples and North
17 MR. RATNASWAMY:: | do not have an objectionto (17  Shore, your Rate 1 and 2 is about a million
18 that. And 3isthe Peoplesversion and the North 18 customers?
19  Shoreversion of AG 4.08; is that right? 19 A. Roughly.
20 MS. LUSSON: Yes. 20 Q. Andisit your understanding that about
21 MR. RATNASWAMY:: | do not have an objectionto |21  three percent of those are taking service under
22 that. 22 Customers For You?
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Page 405 Page 407
1 A. | think that'safair rough estimate. 1 Q. Okay. Now, let's get back to what you were
2 Q. Okay. 2 saying earlier that there was a Choices For Y ou
3 MR. RATNASWAMY : The Choices For You. 3 customer when they make a partial payment, the
4 MR. MOORE: Thanks. 4 first two buckets are for the utility bucket and
5 THE WITNESS: It's anew program. 5 then the next two bucks are for the supplier?
6 BY MR. MOORE: 6 A. Inorder of filling the buckets today, |
7 Q. Now, currently, the company has -- 7  don't believe that's the case.
8  companies have collection functions that service 8 Q. That'scorrect. Let's, first of al, go
9  all of their customers under Rate 1 and 2, which 9  withwhat the order istoday. Again, | believe you
10  wouldinclude sales and Choices For You customers, |10  said it, the buckets are first, the utilities
11  correct, in the sense that -- well, go ahead. 11  delivery charges past due, then the supplier's --
12 A. I'mnot surethat | could say that the 12 gascosts past due and then the utility's delivery
13 company has customers -- 13 charges current and the suppliers delivery charges
14 Q. wdll -- 14  current?
15 A. -- pursuant to the program. 15 A. Could you repeat that? I'm not sure.
16 Q. Yeah, that's-- let'sdo it thisway: 16 Q. Wadll, why don't you tell me what the
17  First I'm going to ask you some questions about a 17  currentway is. | just wanted to make surel
18  salescustomer. 18 understood it. | want to distinguish between
19 Now, when a sales customer pays only a 19  current and proposed.
20  portion of their bill, does the company try to 20 A. | believe that the current process
21  allocate between commodity charges, monthly service|21  alternates between the company and the Choice
22 chargesand delivery charges? 22 customersintermsof current and then past due.
Page 406 Page 408
1 A. Theresno alocation. There'sastep 1 Socompany current, Choice customer current,
2 through that, you know, the first hour gets applied 2 company rears, so to speak, and then Choice
3 toacompany fixed -- there's a specific procedure 3 customer rears.
4  whereby the dollarsfill up buckets before spilling 4 Q. Okay. And the proposal, how is that
5  over to the next bucket, so to speak. 5 changing?
6 Q. Andwhat are those buckets? 6 A. Theproposa isby Mr. Zack. He's probably
7 A. | believethose buckets are -- | could read 7  abetter witness to answer this question, but |
8 my testimony, actually. | believe there's four 8  believe that what he proposes that both the company
9  buckets. There's essentially the delivery charge 9  bucketsfill before the Choice customer buckets do.
10  bucket, the gas cost bucket for the company's cost, |10 Q. Okay. Now, if asalescustomer that was a
11  thecustomers who don't partake in the program, and |11 customer not under Choice For Y ou only pays part of
12 then there's the same two buckets for customerswho |12 their bill, the utility could pursue that for
13 do partakein the program. 13 collections, correct?
14 Do you follow me? 14 A. Yes
15 Q. | believeso. Let'sjust assumefor a 15 Q. Andthat could go all the way to
16  second then that the a customer who -- first | want |16 disconnection?
17  totak about only customers that are taking sale 17 A. Yes.
18 service. 18 Q. Now, if aChoices For You customer only
19 Isthere any allocation of their charges 19 paysaportion of the hill, but pays enough to pay
20  if they make apartial payment? 20  the utility buckets, the utility would not
21 A. | don't believe so, but Mr. Zack would 21  disconnect on behalf of the supplier, is that
22 probably know more definitively than | would. 22 correct, where they had not paid the supplier's
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Page 411

1  bucket? 1 atleast left off in general. | don't mean | have

2 A. | believethat's correct, yes. 2 thenext obvious question.

3 Q. And that's under the current and any 3 My initial reaction on reading

4  proposed tariff by Mr. Zack; isthat correct? 4 Mr. Crist's proposal was why would | want to buy

5 A. That's correct. 5 somebody's bad debt? What do | want that for? But

6 Q. Now, the cost of collection, that would 6 there are businesses that do that and make a profit

7 include staffing, computer, office space, that is 7 ait.

8  recovered in the delivery charge or customer charge | 8 As| understand it, there are utilities

9  orboth? Do you know where those would be 9 that have affirmatively chosen to purchase
10 allocated? 10  receivablesand not necessarily done it under the
11 A. I'mnot sure | understand the distinction. 11  compulsion of Commission order, but have chosen to
12 Q. Widll, we have inequitable accounts, thenwe |12 dothat.

13 havethe amount the utility actually spends to 13 So where with respect to the

14  process uncollectible, that amount that it hasto 14  desrability of it -- isn't it just a question of

15  spend to process uncollectible, whereis that 15  discount rate on adebt?

16  withinitscost of service study and how isit 16 A. | think that's one component of it, but the

17  recovered? Do you know? 17  bigger component, from my standpoint, is whether

18 A. | believeit'sin base rate as opposed to 18  the company choosesto bein that business or not

19 thegascosts, if that's what you're asking. 19  or whether it's better |eft to other people to

20 Q. Yes. 20  supply that service and the company chooses not to

21 Whereas for Choices For Y ou suppliers, 21  beinthat business.

22 any of their cost of processing uncollectibles 22 Q. Okay. Andjust to play devil's advocate
Page 410 Page 412

1 would have to be recovered within their gas cost; 1  withyou, under that, they will probably already

2 isthat correct? 2 say, Well, if you can make money off of it, you

3 A. I'mnot sure how they would recover it, but 3 don't want to help a competitor do their business,

4 that seemslike areasonable -- 4 how would you respond to that?

5 Q. That'sthe only charge they're getting as 5 A. Widll, | didn't see anything in the

6  customers, right? 6  testimony that describesin full aplan that the

7 A. Again, I'm not familiar with all the 7 company could even make money at it. It'savery

8  chargesthey impose on customers, but it'sa 8  vague proposal, at least to what I've read.

9  reasonable way for me to assume that they do it. 9 Q. Okay. Just acouplethings | want to check
10 MR. MOORE: That'sall | have. 10 withyou. Theseare small things, but if you take
11 JUDGE MORAN: Okay. Thank you. 11 alook at Page 10 of your rebuttal, take alook at
12 JUDGE GILBERT: | think we've gone through all 12 that last paragraph there that starts on Line 220
13 thebidders. 13 andit runsover into the next page down to 235. |
14 JUDGE MORAN: Staff? 14  have acouple questions about that paragraph.

15 MR. JAVAHERIAN: We'rewaiving our cross. Thank (15 A. I'msorry. Isthiswhereit starts, CUB

16  you. 16  City present any proposals, or am | at the wrong

17 JUDGE GILBERT: I'vegot afew. 17  place?

18 EXAMINATION 18 Q. No. What | havein your rebuttal on

19 BY 19  Page 10 at Line 20 begins with the words, Also

20 JUDGE GILBERT: 20 Mr. Crist and it goes on from there.

21 Q. Actually, why don't | just pick up with 21 MR. RATNASWAMY : I'm sorry, your Honor, isit
22 purchase of receivables where Mr. Moore | €ft off -- 22 rebutta or surrebuttal ?
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Page 413 Page 415

1 BY JUDGE GILBERT: 1 A. I'm surethat the members of 18 double 07

2 Q. My mistake. | am at surrebuttal. Thank 2 provides some level of training to other members of

3 you. 3 Loca 18 double 07. I'm not sureif that's what

4 A. | haveit, yes. 4 you mean, if thelocal providestraining to Peoples

5 Q. Okay. You're making adistinction there 5 Gas

6  between some of the opportunities and limitations 6 Q. Allright. Soyou do believethat the

7 on CFY suppliers versus the companies and one of 7  local trained local members for the work they

8  thethingsyou make referenceto at the very end of 8  perform for Peoples Gas in some fashion?

9 Page 10onLine 223 is charging early termination 9 A. Sure. There are some circumstances where
10 fees. 10 Local 18 double 07 memberstrain other Local 18
11 Are you suggesting there that the 11  double 07 members on other tasks, sure.

12 companiesdo not charge early terminationsfeesin |12 Q. Isany of that training done off of company
13 certain circumstances? 13 teamorisit al done on company time or isthere
14 A. When you ask "companies,” do you meanthe |14  both, if you know?
15  company? 15 A. | don't believel can answer that either.
16 Q. Yes. Yes, | do. 16 | don't know the answer to that.
17 A. | think the whole purpose of this paragraph 17 Q. Would you agree that Peoples and/or North
18 istosuggest that the CFY suppliers have much more |18  Shorerely on thelocal for any training in the
19  optionality in the kind of feesthat they supply 19 performance of their duties for North Shore and/or
20 including the termination service fee. 20  Peoples Gas? Isthere areliance there?
21 Q. All right. But just for my satisfaction 21 A. Yeah, | believe there's an expectation that
22 here, thisis, in fact, true that Peoples and North 22 members of crewstrain each other. Yes.

Page 414 Page 416

1  Shore have early termination feesaswell asin 1 Q. Okay. And isthat apart from the training

2 connection with certain tariffs, do they not? 2 that would be received by a nonunion or a nonlocal

3 A. I'mnot surethat | can answer that. 3 member?

4 Q. Okay. Let'sgodownto Line 230 on 4 A. Yes, there'sadditional training that

5 Pagel1l. And thereyou refer to informal and 5 nonloca -- that members of Local 18 double 07

6  formal complaint procedures and | think you're 6  receive from people other than members of Local 18

7 suggesting there that the company -- your companies| 7  double 07.

8  aresubject to those procedures and, perhaps, CFY 8 Q. Andisthere additiona training that

9 suppliersare not; but that would not be true, 9  nonmembers of the local receive if nonmembers --
10  wouldit? 10 A. Sure.

11 Cannot a customer or customer, in fact, 11 Q. Okay. And with any specificity, you

12 bring acomplaint against the CFY supplier before (12 wouldn't know what kind of training is performed by
13 thisCommission? 13 aloca member and what kind of training is

14 A. Yes, | believethey can. 14  performed by anonlocal member? Y ou couldn't make
15 Q. Okay. Now, to therebuttal -- sorry for 15 alist for me of the kind of things I've done my

16 theconfusion before. If you take alook at Page 16  onegroup versus the other?

17 13, there'saheading there on 284, and the heading |17 A. No, | would just suggest that, generally

18 B is"daffing and training.” 18  gpeaking, the training that goes on kind of within

19 Doesthelocd -- and if | use theterm 19 acrew during acertain day is probably more

20 "loca" here, each time I'm referring to 18007. 20  operationa and hands-on focused on the job at hand
21 Doesthe local perform any training for 21 that day as opposed to maybe longer term training
22 Peoples Gas? 22 related to, for example, operator qualification
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Page 419

1  training as an example. 1  asan example, to replace that person each and
2 Q. Okay. Doesthelocal provide any 2 every time now and forever.
3 certification for Peoples Gas and/or North Shore 3 Q. Okay. | thought | had you, now I'm a
4  employees? 4 little confused.
5 A. | don't believel know the answer to that. 5 So your objection is to having to fill
6 Q. Okay. Staying kind of generally with the 6 that spot at all, not whether you have to fill it
7  subject, if you look at the next page, Page 14 of 7  with alocal employee or subject to your contract
8  your rebuttal, I'm going to ask you about your use | 8  withthelocal?
9  of theword "inflexible" on Line 304, but you may | 9 A. Yes, that's our objection.
10  want to familiarize yourself with that entire 10 Q. Allright. | want to ask you about margin
11  paragraph. 11 revenues. There have been more than one definition
12 A. Okay. 12 | think inthe record and let's seeif you could
13 Q. Allright. And I'll show youmy card. I'm |13 help with this.
14 not trying to confuse you here. 14 Actually, take alook at Page 12, if you
15 When you say "inflexible," my 15  would, of your rebuttal. All right. On Line 254,
16 understanding hereisyou'regoingto -- if you're |16  the second line of testimony on the page, you have
17  going to replace an employee, it'sgoing to bewith |17  adefinition there of margin revenues and it's
18 somebody and that somebody will either bealocal (18  pretty smple, revenuesless costs. All right.
19  member or not alocal member, al right. 19 WEell, I'm -- I'm going to ask you this:
20 Now, isyour objection to the 20 Isthat your definition of margin revenues? You
21 one-for-one program in terms of inflexibility,is |21  putit therein parensto suggest that it is, the
22 your objection that that program requires usto 22  other paragraphs suggest that there is a couple of
Page 418 Page 420
1 hirealocal member or isthere some other 1  modifications that you would make?
2 attribute of inflexibility you're talking about? 2 A. Yeah, | think | -- for the appropriate
3 A. Theinflexibility that I'm attempting to 3 definition of margin revenues, | point you to the
4  describe hereisthe requirement that when one 4 direct testimony, Page 17, where weinitially lay
5  person leaves, you must replace that one person 5  out the concept, Line 381, whereit says, Margin
6  with another person. My expectation isthat if 6  revenues, i.e, itscost of service exclusive of
7 it'san employee of Peoples, it will beaLocal 18 7 purchase gas and flow-through items. | think
8  double 07 employee. 8 that'samorefull definition of margin revenues as
9 So the inflexibility is when the number 9 it'sused in my testimony.
10 of peoplethat we need in given locations, given 10 Q. And that was where, I'm sorry?
11 work groups and how that number may change over |11 A. Page 17 of the direct.
12 time, not with respect of whether the replacement |12 Q. Okay. I'mthere.
13 of an 18 double 07 member is, indeed, another 18 or |13 A. Line38L.
14 anon-18 double 07 member. 14 Q. Okay. Andjust so I'm talking about apples
15 Q. Soistheinflexibility more about the work 15 whenyouare. If youlook at Page 25, the second
16 rulesthat are set out with your contract with the 16 line-- I'msorry. Page 25 of the direct, the
17  locd rather than the person who doesthereplacing |17  second line of the sentence begins, This adjustment
18  of theworker who isleaving? 18 mechanism, and you're referring to margin there.
19 A. No, it'swhether the company needs a 19 What does "margin" mean there on
20  replacement person or not. Andtheproposal,asl |20  Line540?
21  understand it, requires -- would require the 21 A. Marginon Line -- margin, the word by
22 company, if somebody wereto leave for retirement, |22 itself in this case on Line 540 isreally spoken
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Page 421 Page 423
1  there about the effects of Rider VBA and its 1 A. Wadll, | think Mr. Feingold can do that.
2 attempt to preserve the margin that the company 2 Q. Okay.
3 would earn based on volumetric changes. 3 A. Hegoesinto alot more detail around the
4 Q. Allright. AndI'm not generaly trying to 4 whole concept of margin revenue than | do.
5 quarrel with you, I'm seeing -- had to write in an 5 Q. Okay. | have one more -- I'm going to give
6 understanding and I'm going to have to use this 6 youaproposition as| did a previous witness and
7 word more than one. 7 expound on it asyou will.
8 Why did you say revenues there when 8 | believeit's Page 14, Line 304. I'm
9 margin seemsto imply something elseand | thought | 9  going to begin with this and I'm going to sort of
10 youmeant in asense profit or return on equity or 10  expand uponit.
11  rateof return? 11 Y ou say the main driver for the need to
12 A. Your questionis, why | didn't use theterm 12 anyincreaseisto lower throughput. Let me
13 "revenue" in conjunction with margin on Line540? |13  connect that to some of the things I've read and
14 Q. Yes 14 heardthusfar. You'reselling less so you need to
15 A. [ think it's probably clear to say the word 15 charge more, you need ridersto get it earlier and
16 "margin" without marginal revenues becausethen!| |16  you need to trim the cost of labor.
17  think it gets confused with the same subject that 17 That sounds dire, are you guysin adire
18 we'retaking about with Mr. Brosch. 18  dituation right now?
19 Q. Brosch, isn'tit? 19 A. Wadl, | don't know about the word "dire
20 A. That's correct. 20 dgtuation” right now. | think what we're
21 Q. And then on Line 45, we have the term 21  attempting to do with the various mechanisms that
22 "margin recovery," citing both Mr. Feingold and 22  aredescribed hereisto take a situation that was
Page 422 Page 424
1 Ms. Grace. 1  established 12 years ago and kind of update it for
2 Now, I'm looking potentialy at the 2 newer and measurable items that we've learned over
3 exceptions at which your counsel saysthe ALJshave| 3  thelast 12 years.
4  clearly misunderstood what we meant by margin 4 So we've asked for things like the VBA
5 revenuesor margins or margin recovery. And at 5  rider and the UBA rider, we've asked for the ICR
6 thistime, | realy don't know the answer to the 6  rider because we would like to accelerate the
7 question. I'm not trying to trap you here. | do 7 investment and the cast-iron main replacement
8  not know the answer to the question. | don't 8  program. | wouldn't describe that as dire, but
9  understand why you used margin on Line 540. 9  left uncheck, I think it gets worse and worse and
10 Tell you what, answer some other 10 worseevery single year.
11 questions. | know you'd rather not answer this 11 Q. Okay.
12 one. Youdon't haveto, but you're running the 12 JUDGE GILBERT: I'm done.
13 risk -- the company's running the risk of the ALJs 13 Redirect?
14  not understanding what you're trying to say with 14 MR. RATNASWAMY: : Briefly, your Honor.
15 thevarying definitions or the potential varying 15 MR. STRAUSS: Can | follow up on aquestion
16  definitions of margin and margin revenue especially |16  Judge Gilbert asked?
17  when the other parties made it a contested issue. 17 RECROSS-EXAMINATION
18 So | would caucus tonight if you don't 18 BY
19  want to answer this now and pick someone who will |19 MR. STRAUSS:
20  clarify at least for me -- | mean, Judge Moranmay |20 Q. Mr. Borgard, for ensuring the work forceis
21  bevery comfortable with this, but | am not -- 21  adequately trained?
22 clarify for us what these terms are meant to say. 22 A. Yes

89 (Pages 421 to 424)



Page 425

Page 427

1 Q. Andthat isnot an obligation of Local 18 1  going to go on tonight, were we going to pick up
2 double 07; isthat correct? 2 with him in the morning or will he wait until
3 A. | don't believethat's an obligation of 3 Wednesday?
4  Local 18 double 07, but we have an expectation that 4 JUDGE MORAN: Weéll, adecision has to be made by
5  trained workers train other workers. 5 Judge Gilbert. So you will know --
6 Q. You can have that expectation that that 6 JUDGE GILBERT: I think he should come back
7  goeson asageneral matter -- let me ask it again. 7  Wednesday. That was the schedule. 1'm not sure
8 Y ou have an expectation that goes on 8  why you'retrying to change the schedule.
9 generaly on thejob; isthat correct? 9 MR. FOSCO: The thought was we would run out
10 A. That's correct. 10 early, maybe, because the estimates were lower and
11 MR. STRAUSS:. Very well. Thank you. 11  |think hewasjust --
12 JUDGE MORAN: Okay. And isthere redirect? 12 JUDGE GILBERT: | understand why he's here today
13 MR. RATNASWAMY: Yes. 13  and| appreciate that you brought him today; but if
14 Could we just have a moment? 14  he'snot going today, he's going Wednesday.
15 JUDGE MORAN: Sure. We can take five minutes. 15 MR. MOORE: Okay. Fair enough.
16  And then how many -- how much time do people have 16 JUDGE MORAN: Okay. We have some redirect?
17  for Mr. Schanay (phonetic)? 17 MR. RATNASWAMY: Yes.
18 MR. STRAUSS: No one has any cross for him. 18 JUDGE MORAN: Weéll, we could probably do it with
19 MR. RATNASWAMY: We have crossfor him prepared| 19  every witness until we know that there are
20  for Wednesday. We're prepared to waive that cross 20  witnesses or not.
21  now. 21 MR. RATNASWAMY: : | lost my questions. All
22 JUDGE MORAN: So no oneisgoing to cross 22 right. I'm missing some of my questions, so I'll
Page 426 Page 428
1 Mr. Schanay except Judge Gilbert? 1  try and get through some and find the rest.
2 Do you have any questions? 2 JUDGE MORAN: Okay.
3 MR. STRAUSS: Your Honor, heshere. He's 3 REDIRECT EXAMINATION
4 available. If the judges has questions, we'd be 4 BY
5  happy to put him on. 5 MR. RATNASWAMY :
6 JUDGE MORAN: That is Mr. Schanay? 6 Q. Allright. Mr. Borgard, if | could direct
7 MR. STRAUSS: Mr. Schanay is here. 7 your attention to Page 17 of your Peoples direct,
8 JUDGE GILBERT: Wdll, yeah, 'mbeingputina | 8 Lines 380 to 382.
9  bind | don't want to be put into. He was going to 9 Areyou there?
10  becrossed on Wednesday? 10 A. Yes
11 MR. STRAUSS: Yes. 11 Q. Okay. And am | correct that that was your
12 JUDGE GILBERT: | am not preparedto say | don't (12  intended definition of margin revenues there on
13 havequestionsfor him today. So hemay comeback, |13  that page?
14  but | will perform the same analysis for him that 14 A. Thatiscorrect.
15 I'veset up for al the witnesses, but I'm not sure 15 Q. All right. Now, when you get to Line 504,
16 | havequestions. I'll try not to, but if | have 16 | believeitis-- I'msorry, 540, isit correct
17  him, I'll -- 17  that that'sin the context of your discussion of
18 MR. STRAUSS: Would you have a better idea 18 Rider VBA?
19  tomorrow whether you'll have questions for him? 19 A. Thatiscorrect.
20 JUDGE GILBERT: Yes. 20 Q. All right. And does the company propose or
21 MR. STRAUSS: Okay. Fair enough. 21  expect to recover al of its margin revenues
22 MR. MOORE: Y our Honor, if Mr. Gennettisnot (22  through the charges that are addressed by Rider
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Page 429 Page 431
1 VBA~? 1 A. Sure
2 A. Could you repeat the question? 2 Q. Doesthe company make purchases from
3 Q. Let metry it from the other angle. 3 third-party suppliers?
4 Does the company recover some of its 4 A. Yes.
5  margin revenues through customer charges? 5 Q. Isthe company affected by inflation?
6 A. Yes 6 A. Yes
7 Q. Okay. And are customer charges part of 7 Q. Isthe-- doesthe company incur costsin
8 Rider VBA? 8  order to comply with regulatory requirements?
9 A. No. 9 A. Yes
10 Q. Okay. Sowhen you talk about recovery of |10 Q. Do those requirements change from time to
11  margininthe context of Rider VBA, youretalking |11  time?
12 about some, but not all of the margin revenues? 12 A. Yes.
13 A. That's correct. 13 Q. Do the changes sometimes result in
14 Q. InLine 545 there's areference to margin 14  increased costs?
15  recovery alowed by this Commission. 15 A. More often than not they result in
16 Do you see that? 16 increased costs.
17 A. Yes 17 Q. Andif you were to continue, would you view
18 Q. All right. And there's arepresentation 18 that there are other factors that affect the level
19 thereto, among other things, Mr. Feingold'sdirect |19  of the company's costs besides those that we've
20  testimony? 20  just discussed?
21 A. Yes. 21 A. Yes
22 Q. Didyoureview -- I'm sorry. 22 Q. Andasyou sit hereright now, isthere any
Page 430 Page 432
1 Mr. Feingold's rebuttal testimony? 1 dataat which you are awarein any witnesses
2 A. Yes 2 testimony that would indicate -- sorry. Let metry
3 Q. I'mhaving trouble finding -- let me seeif 3 that again.
4 you remember without looking. 4 Areyou aware of any evidence presented
5 Do you recall Mr. Feingold's discussion 5 by any witness that technological improvements that
6  of how margin revenues relate to the revenue 6  increase productivity would result in a net
7 requirement? 7  decrease in the company's costs going forward that
8 A. | believeitisthat -- I'm paraphrasing 8  overcomesany other factors that affect its costs?
9  now, but | believe he said that margin revenues are 9 A. No.
10 essentidly the revenue requirement absent the 10 MR. RATNASWAMY: : | have no further questions.
11 flow-through items. 11 JUDGE MORAN: Isthere any recross?
12 MS. LUSSON: Absent what? 12 Hearing nothing, thank you, Mr. Borgard,
13 THE WITNESS: The flow-through items. 13 andyou are excused.
14 BY MR.RATNASWAMY: 14 And | think it's great that we will
15 Q. Youwere asked some questions by Ms. Lusson |15  start tomorrow at 9:00 am. So everybody go home,
16  about the effects of increased productivity and 16 takeanap and seeyou in the morning.
17  technological improvements. 17 MR. RATNASWAMY : Your Honor, may | make two
18 Do you remember those? 18 sepsinadirection | think you want to go, which
19 A. Yes 19 isreducing the time for Wednesday?
20 Q. Arethere other factors now in going 20 JUDGE MORAN: Oh, okay.
21  forward that effects -- that effect the level of 21 MR. RATNASWAMY : | believe -- and that the
22 the company's operating expenses? 22 City -- unless they change their minds, | believe
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1  the City iswilling to waive their cross of
2 Mr. Hoover and Mr. Volante. And they were the only
3 party that were going to cross-examine them on
4 Wednesday.
5 JUDGE MORAN: Okay. That's great.
6 MR. RATNASWAMY: The utilities at thistime are
7  reducing their estimate for Ms. Hathhorn from 30
8  minutesto 40 minutes. We had indicated that we're
9  willing to waive our cross of Mr. Gennett if there
10 iscross-examination by one of your Honors. |
11 don't know if --
12 JUDGE MORAN: | understand.
13 MR. RATNASWAMY : So assuming that, that will
14  aggregate half an hour off of Wednesday.
15 JUDGE MORAN: We might have to build up alittle
16 moretime for Witness Grace because some of these
17  questionsthat were not answered by the witnesses
18 today are going to be put to both Feingold and
19 Grace. Soyouamost haveto buildinalittle
20  moretime on those.
21 JUDGE GILBERT: Off the record for amoment.
22
Page 434
1 (Whereupon, a discussion was had
2 off the record.)
3 (Whereupon, the above-entitled
4 matter was continued to.
5 September 11th, 2007, at.
6 9:00a.m.)
7
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