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STATEMENT OF QUALIFICATIONS

Please state your name and business address.

My name is Andrea C. Crane and my business address is 2805 East Oakland Park Boulevard,

~0I, Ft. Lauderdale, FL 33306.

By whom are you employed and in what capacity?

I am President of The Columbia Group, Inc., a financial consulting firm that specializes in

utility regulation. In this capacity, I analyze rate filings, prepare expert testimony, and

undertake various studies relating to utility rates and regulatory policy. I have held several

positions of increasing responsibility since I joined The Columbia Group, Inc. in January

1989. I became President of the firm in 2008.

Please summarize your professional experience in the utility industry.

Prior to my association with The Columbia Group, Inc., I held the position of Economic

Policy and Analysis Staff Manager for GTE Service Corporation, from December 1987 to

January 1989. From June 1982 to September 1987, I was employed by various Bell Atlantic

(now Verizon) subsidiaries. While at Bell Atlantic, I held assignments in the Product

Management, Treasury, and Regulatory Departments.

Have you previously testified in regulatory proceedings?

Yes, since joining The Columbia Group, Inc., I have testified in over 400 regulatory

proceedings in the states of Arizona, Arkansas, Connecticut, Delaware, Hawaii, Kansas,

3
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Kentucky, Maryland, New Jersey, New Mexico, New York, Oklahoma, Pennsylvania, Rhode

Island, South Carolina, Vermont, Washington, West Virginia and the District of Columbia.

These proceedings involved gas, electric, water, wastewater, telephone, solid waste, cable

television, and navigation utilities. A list of dockets in which I have filed testimony since

January 2008 is included in Appendix A.

What is your educational background?

I received a Master of Business Administration degree, with a concentration in Finance, from

Temple University in Philadelphia, Pennsylvania. My undergraduate degree is a B.A. in

Chemistry from Temple University.

PURPOSE OF TF~TIMONY

What is the purpose of your testimony?

On July 27, 2017, Public Service Electric and Gas Company ("PSE&G") filed a Petition with

the New Jersey Board of Public Utilities ("BPU" or "Board") seeking approval "of the next

phase of its Gas System Modernization Program and associated cost recovery mechanism"

("GSMP lr’).I The GSMP g is a $2.68 billion accelerated infrastructure replacement

program that the Company proposes to undertake over a five-year period. The Company is

also seeking approval for a semi-annual accelerated cost recovery mechanism for GSMP ]I

costs. The Columbia Group, Inc. was engaged by the State of New Jersey, Division of Rate

1 Verified Petition, pag(2.
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CounseI ("Rate CounseI") to review the Petition and to make recommendations to the BPU

related to the accounting and cost recovery issues. Testimony on behalf of Rate Counsel is

also being filed by David Dismukes and Edward McGee, of Acadian Consulting Group, and

by Kevin O’Donnell of Nova Energy Consultants. Dr. Dismukes is testifying on policy and

regulatory issues, Mr. McGee is testifying on management and engineering issues, and Mr.

O’Donnell is testifying on cost of capital issues.

III, SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

What are your conclusions and recommendations concerning the GSMP II proposed by

the Company?

Based on my analysis of the Company’s filing and other documentation in this case, my

conclusions and recommendations are as follows:

1. PSE&G has had, and continues to have, an obligation to provide safe and reliable

utility service.

2. PSE&G has not demonstrated that an alternative cost recovery mechanism is

necessary in order to ensure adequate investment in the utility.

3. The BPU should reject the GSMP 31I and the associated cost recovery mechanism as

proposed by PSE&G.

4. If the BPU finds that some extraordinary ratemaking treatment is required in order to

increase investment by the Company, then it should limit the GSMP 1/to. the

investment levels currently authorized for the initial Gas System Modernization

5
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Program ("GSMP I"), i.e., $650 million over three years, as recommended by Dr.

10.

If the GSMP 12 is approved, the Board should require an annual baseline spending

level of $85 million for projects similar to those included in the GSMP. In addition,

it should require PSE&G to invest in other infrastructure projects at historic levels, or

approximately $155 million annually.

If an accelerated cost recovery mechanism is approved for the GSMP II, the rate

adjustments should be ba~ed on the cost of capital recommended by Mr. O’DonnelI

until the 2018 base rate case it litigated, which includes a return on equity ("ROE") of

9.0% and an overall cost of capital of 6.5008%.

The revenue requirement associated with any rate adjustments should include the

operating expense offsets recommended by Dr. Dismukes.

The cost recovery provisions of the GSMP II are generally similar to the mechanism

in the Board’s recently adopted Infrastructure, Investment and Recover~ ("IlR")

Rule,2 except for the use of a base rate adjustment instead of a rider. I am not

opposed to a base rate adjustment if the Board approves the GSMP II.

GSMP 1/rate adjustments should be limited to annual (not the Company’s

’proposed semi-annual) rate adjustments.

GSMP II adjustments should be capped at 2% of the typical residential customer’s

annual bill.

2 50 N.J.R_. 630(a) (Jan. 16, 2018).
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11. If a GSMP 1I is approved, PSE&G should be required to file a base rate case within

three years after the effective date of rates established in the base rate case filed on

January 12, 2018.

5

6

7

12.

I3.

If a GSMP 1I is approved, all current filing and reporting requirements should be

All plant additions under the GSMP 1I should be subject to a review for prudence

in a subsequent base rate case.

8
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DISCUSSION OF THE ISSUES

A.    Backaround

Please provide a brief background of this proceeding.

In November 2015, the BPU approved the initial GSMP I after all parties stipulated to

resolve the matter. Pursuant to the GSMP I, PSE&G was authorized to spend up to $650

million from January 1, 2016 through December 31, 2018 to replace PSE&G’s Utilization

Pressure Cast Iron ("UPCI") mains and services, unprotected steel mains and services, uprate

certain UPCI systems to higher pressure and install associated excess flow valves, and

eliminate district regulators where applicable. The GSMP I specifically excluded costs to

repIace high pressure ("HP") cast iron mains, metei:s, and the costs associated with the

relocation of inside meter sets to outdoor locations.

In addition to the $650 million authorized for the GSMP I, PSE&G is also required to

maintain a base capital spending level (i.e., the Stipulated Base) of $85 million per year.
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PSE&G is required to install no tess than 110 miIes of main to replace cast iron axed

unprotected steel mains and associated services under the Stipulation Base. The Stipulated

Base also includes costs required to uprate the UPCI systems if applicable, the elimination of

applicable district regulators, the installation of excess flow valves as applicable and the costs

associated with the relocation of inside meter sets. Pursuant to the Stipulation, the Company

has the option of filing to extend the GSMP I beyond the term provided above.

.The revenue requirement for projects completed under the GSMP I is being roiled

into base rates on an annual basis. The revenue requirement includes the return on net plant

in service as of the end of the annual period, as well as depreciation expense at a rate Of

1.61%, income taxes, the associated interest synchronization adjustment, and BPU/Rate

Counsel assessments. The rate design for the annual rate adjustments is based on the rate

design methodology used to set rates in the Company’s last base rate case.

All projects undertaken in "the GSMP I will be reviewed for prudency in the

Company’s next base rate case and therefore all rate adjustments relating to the GSMP I are

provisional until that review takes place. The Company has presented the GSMP lI as a

natural extension of the GSMP I program.

B.    Description of the GSMP II

Please provide a brief description of the proposed GSMP II.

The Company is seeking authorization for a five-year, $2.68 billion program. The proposed

"GSMP 1I would include the replacement of 870 miles of utilization pressure cast iron mains,
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130 miles of elevated pressure cast iron mains, 200 miles of unprotected/bare steel mains, 50

miles of utilization pressure cathodically-protected ~teel and plastic mains, and reinforcement

of approximately 4,000 elevated pressure cast iron bell joints. The proposed program also

includes the abandonment of 266 district regulators, the re_placement of 99,200 unprotected

steel services, and the relocation of approximately 70,900 inside meter sets to the outside.

Ao

Has the Company agreed to actually cap the capital costs of the GSMP II at $2.68

billion?

No, it has not. While PSE&G is proposing a $2.68 million program, it stated in response to

Rate Counsel’s discovery request RCR-POL-0037 that it would not agree to a hard cap. As

noted in that response, "[t]hese estimates are just-that’ estimates, and the Company will not

agree to linfit or cap the costs associated with its replacement projects." Thus, PSE&G is

actually asking the Board, and ratepayers, to write the Company a blank check for these

replacement projects.

How does the Company propose to recover the costs of the GSMP II?

PSE&G is proposing to recover the costs through semi-annual rate adjustments to its base

distribution rates. The revenue requirement would include the return on net rate base,

depreciation expenses, taxes, uncollectible expense and revenue assessments. The Company

is proposing that the return on rate base be based on the weighted average cost of capital

("WACC") approved in the Solar 4 All Extension rr filing in Docket No. EOI60504t2,

9
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1 which includes a return on equity of 9.75%, and updated to reflect subsequent changes

2 authorized in future base rate case filings.

3 The Company’s net rate base would include gross.plant that was completed and

placed into service, accumulated depreciation, and accumulated deferred income taxes.

5 Depreciation expense would be based on the current rate of 1.61% for mains and services.

6 Any subsequent changes to depreciation rates would be reflected in the revenue requirement

7 calculation. Depreciation would begin once the plant was placed into service. Projects that

8 cost more than $5,000 and that have a construction period of longer than 60 days would

9 accrue an Allowance for Funds Used During Construction ("AFUDC") at a rate based on the

10 approved FERC methodology.

11 PSE&G is proposing to make its first rate adjustment on June 1, 2020, based on

12 actual plant-in-service at February 29, 2020, The Company would make an initial filing with

13 estimated rates on December 3 t, 2019 and an updated filing on March 15, 2020 based on

14 actual results through February 29, 2020. Subsequent rate adjustments would be made on

15 December I and June 1 of each year, based on actual plant-in-service balances ending three

16 months prior to the effective date, with initial filings made two months prior to the plant cut-

17 off date and with updated filings due two weeks after, the eut-off date.

18 PSE&G is proposing to utilize the rate design currently being used for the GSMP I.

19 However, the Company recently filed a base rate case on January 12, 2018. Future rate

20 adjustments made after the effective date of new rates resulting from that case would reflect

21 the rate design approved in the 2018 rate case and subsequent cases if applicable. The

10
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1 Company proposes to utilize billing determinants based on weather normalized sales for

2 calendar year 2012, which are currently being used for severn other roll-in adjustments until
/

3 a Board Order is issued in the Company’s pending base rate case. Thereafter, rate

4 adjustments would utilize the billing determinants approved in that base rate case.

5

6

7’

8

9

What is the estimated impact of the GSMP II on customer rates?

As shown on Schedule SS-GSMPII-3, the schedule of rate adjustments proposed by PSE&G

would result in nine adjustments with the following revenue increases:

10

Rate. Adjustment
6/1/20
12/1/20
6/1/21

12/31/21
6/I/22

12/31/22
6/1123

12/31/23

Amount"($000)

NO later than 10/1/24
Total

$41,,!51
$31,707
$30,809
$31,766
$30,859
$31,745
$30,909
$32~4121
$44,199
$305,557

11

11
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2

3

The bill impacts and percentage changes to the typical residential customer are shown

below:3

4 Typical Residential Customer

Increase ($) Cumulative Cumulative Distribution
Increase ($) .. (%) Increase (%) Increase (%)4

6/1/2020 $22.86 $22.86 2.65% 2.65% 4.40%
12/1/2020 $17.52 $40.38 2.03% 4.68% 7.76%
6/I/2021 $17.08 $57.46 t.98% 6.66% 11.05%
12/1/2021 $1756 $75.02 2.04% 8.70% ’14.44%
6/1/2022 $17.12 $92.14 i.98@ ..... 10.6i% 17.22%
12/1/i’022 $17.54 $109.68 2.03% 12.71% 21.09%
6/i/2023 $17.14 $126.82 " 1.99% ’14.70% 24.39%
1211/2023 $17.92 $144.74 2.08% 16.78% 27.84%
Final $24.54 $169.28 2.84% 19.62% 32.55%

7

8.

9

10

The Company is proposing to limit each base rate roll-in to a minimum investment of 10% of

the total program investment. Therefore, if in any semi-annual period the actual investment

is less than 10% of the total approved program, there would be no rate adjustment for the

period.

11

12

I3

14

Is the Company also proposing to apply an earnings test to each rate adjustment?

Yes, it is. Under the Company’s proposal, ifPSE&G’s ROE exceeds the ROE authorized in

the Company’s most-J’ecently decided base rate case by more than 50 basis points, no

3 Schedule SS-GSMPII-6.
4 Estimated based on response to RCR-POL-0035.

12
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adjustment to base rates would be made for the applicable filing period. The Company is

proposing to utilize its quarterly and annual SEC filings for the earnings test. In addition, the

Company is proposing to calculate the ROE based on the actual net income for the period

divided by the average of the beginning and ending common equity balances. Since actual

equity balances are not available by utility, the Company proposes to calculate the common

equity balances based on the starting and ending Net Plant balances multiplied by the ratio of

Net Plant to Common Equity determihed in the most recent base rate case. The Company

claims that a similar methodology is used for the earnings test in its Weather Normalization

Clause. As part of its proposal, PSE&G is proposing that its next base rate case be filed no

later than December 31, 2023, which would be five years after the start of the GSMP II.

C.    Description of the BPU’s IIR Rule

Has the BPU recently approved a rule relating to accelerated infrastructui’e recovery?

Yes, it has. In its public meeting on December 19, 2017 the BPU approved its proposed rule

at N.J.A.C. 14:3-2A relating to Infrastructure Investment and Recovery programs for New

Jersey utilities5. The Rule was adopted and published in the New Jersey Register on January

16, 2018.6 To be eligible for recovery through an 1Iit program, a project must be related to

safety, reliability and/or resiliency. It must be non-revenue producing. It must also be

identified in a petition filed by the utility and approved by the BPU. A utility may request an

IIR program of up to five years in duration. The IIR Rule specifically lists the following

5 The Rule was proposed at 49 N.J.R.. 2489(a) and docketed as BPU Docket No. AX17050469.
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types of projects as eligible for the I~:

The replacement of gas Utilization Pressure Cast Iron mains with’elevated

pressure mains and associated services;

The replacement of mains and services that are identified as high risk in a gas

utility’s Distribution Integrity Management Plan;

The installation of Excess Flow Valves where .existing gas service line

replacements require them, excluding Excess Flow Valves installed upon

customer.request pursuant to 49 CFR 192.383.

What information is a utility seeking approval for an IIR program required to provide?

Petitions to establish an ]]R program must include five-years of capital expenditure budgets,

by major category of expenditure; historic capital expenditures for the prior five years, by

major category of expenditure; an engineering evaluation with details on specific projects to

be included in the program; budgets for the projects to be completed pursuant to the I~

program; a proposal for when the utility plans to file its next base rate case; proposed

baseline spending levels; the maximum amount that is proposed to be recovered through the

IIR program and the estimated rate impact of the ]]R program on customers. The IIR rule

also specifies the information that must be provided to the Board and Rate Counsel through

semi-annual reports on the progress of the program.

6 50 N.J.R. 630(a) (Jan. I6, 2018).
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Q. Are the utilities required to maintain a certain level of baseline spending in order to

participate in an IIR program?

Yes, there is a requirement that utilities maintain a baseline spending level and that baseline

spending shall be at least 10% of the amount of any approved IiR program. Baseline

spending shall be for projects that are similar to those proposed through the I]3R program and

costs for baseline spending shall be recovered through base rates.

Does the IIR Rule also address the related cost recovery mechanism?

Yes, it does. The !IR Rule permits a utility to file for annual or semi-annual rate adjustments

for projects that have. been placed into service. Each rate, adjustment must include the

revenue requirement associated with at least 10% of the total IXR program budget. The 13N

Rule prohibits the accrual of AFUDC once a project is placed into service. The ]]R Rule also

provides for recovery of costs through a separate tariff clause.

The IIR Rule allows for year-to-year variances from the approved annual budgets of

up to 10%, provided that the total program budget is not exceeded. All rate adjustments are

provisional until the prudence of the capital expenditures is determined in a subsequent base

rate case. A utility must file a base rate case no later than 5 years after the 13JR program is

approved, but the Board may require a utility to file within a shorter period. The IIR Rule

requires an earnings test and the I~ Rule prohibits a rate adjustment if the company’s actual

return on equity for the preceding twelve months exceeds the ROE authorized in the last base

rate case by 50 basis points.
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Did Rate Counsel have concerns about certain provisions of the IIR Rule?

Yes, it did. h addition to general concerns about the need for an accelerated infrastructure

investment mechanism, Rate Counsel expressed particular concerns about the 10% tl~eshold

for annual baseline spending. This provision was later clarified by the Board, who indicated

that the 10% applied to the specific projects included in the ]3R programs. Therefore, the

i0% requirement was to capture at least a portion of the incremental program in base rates,

not to transfer recovery of infrastructure investment from the traditional base rate process to

an adjustment mechanism. Therefore, as Rate Counsel noted in its October 6, 2017

comments on the proposed I~ Rule, the Board should continue to utilize the base rate case

process to serve as the primary mechanism for cost recovery of infrastructure investment.

Rate Counsel also noted that while the IIR Rule proposed that the rate adjustment be

a separate clause in the company’s tariff, there were no rate design details provided regarding

how such a clause would be structured or implemented, or what revenue requirement

components would be used to determine the adjustment. Rate Counsel also proposed that

any rate adjustment be implemented on an annual, and not semi-annual, basis since neither

Rate Counsel nor other pa~es have the resources to process semi-annual filings.

Does the Board have discretion with regard to approval of a petition for the IIR

program?

Yes, it does. The ]:lR Rule at NJ.A.C. 14:3-2A.4(b) perr~ts the Board to "Limit the size of a
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particular Infrastructure Investment Program due to its anticipated impact on rates, or for any

other reasons in the Board’s discretion.’’7 Thus, the Board will have broad discretion in

reviewing requests for an IIR program. In addition, the Board can require that the utility hire

an independent program monitor to provide periodic reports to the Board and Rate Counsel.

The I~’Rule also specifies the information that must be provided to the Board and Rate

Counsel through semi-annual filings.

D.    Evaluation of the Proposed GSMP II

What factors should the BPU consider as ,it evaluates the Company’s request for

approval of the GSMP H?

First, the BPU should consider whether an accelerated infrastructure investment program is

necessary in order for the Company to meet its service obligations. To put this issue in a

broader context, for most of the past century, utilities had traditionally recovered the cost of

their investment in infrastructure through base rates. Between base rate cases, utilities

funded infrastructure investment that was necessary to provide safe and reliable utility

service to r.egulated ratepayers. As plant was completed and placed into utility service, the

utility began to record depreciation expense, which reflected recovery of the investment over

its useful life. When new utility rates were established in a subsequent base rate case, the

utility began to recover its annual depreciation expenses from ratepayers. In addition, the

new utility rates also reflecte .d a return on the undepreciated investment included in rate base.

7 Ibid.

17



2

3

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2O

21

The Columbia Group, Inc. . ................................ BPU Docket No. GRI7070776

It was UP to the utility to decide when it would file for.a base rate increase. Between base

rate cases, utility shareholders took the risk of under-earning but shareholders also benefitted

from any overearnings during this period.

In addition to recovering their investment through base rates, utilities traditionally

recovered operating costs through base rates as well. With the "energy crisis" of the 1970s,

utilities argued that fuel costs were increasing rapidly, were extremely volatile, and were

largely outside of the control of management. Therefore, most utilities successfully

petitioned for fuel clauses that would allow them to pass through to ratepayers increases in

fuel costs. In addition, any reductions in fuel costs were similarly passed through to

ratepayers.

From this relatively modest beginning, surcharges for utilities have proliferated,

especially over the past 10-15 years, as utilities have argued that the regulatory paradigm no

longer provides adeq~iate returns to shareholders. Accordingly, utilities have successfully

proposed a host of surcharge mechanisms and cost trackers. These include weather

normalization adjustment clauses, Ad Valorem Tax surcharges, pension and other post-

employment benefit ("OPEB") trackers, energy efficiency surcharges, renewable energy

surcharges, and other tracking mechanisms including,, in some cases, complete decoupling of

revenues from sales.. More recently, utilities have argued that new ratemaking mechanisms

are necessary to address storm damage investment, system resiliency, and reliability issues.

In PSE&G, this has resulted in the approval of capital infrastructure programs, the Energy

Strong program, and the GSMP I.

18
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1 In addition to new rate recovery mechanisms, utilities have also increasedthe use of

2 regulatory assets as a tool to ensure th.at shareholders recc~ver 100% of certain costs, such as

3 rate case costs, storm-related costs, security costs, and other costs. All of these mechanisms

4 - surcharges, trackers, and regulatory assets - transfer risk from a utility’s shareholders to its

5 ratepayers. However, in virtually every case, these mechanisms have been instituted without

6 a concomitant reduction to the cost of equity awards to utility shareholders.
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Is the Company currently meeting it~ service obligations?

Yes, it is. While the details of the specific GSMP lI projects are being reviewed by other

Rate Counsel witnesses, it does not appear that the GSMP 1I is necessary for the provision of

safe and reliable utility service. As noted in paragraph 9 of the Petition,

PSE&G currently performs we11 with regard to addressing leaks in its system.
When compared to companies that operate over 1,000 miles of cast iron,
PSE&G is the best in terms of having the least number of main leaks per
mile. (PHMSA report data: 2016 F7100.1-1). PSE&G responds to over
80,000 gas emergency calls on an annual basis at a rate of 99.9% within one
hour. This ranks within the top decile of peer companies. Since 2014,
PSE&G has reduced methane emissions 2.9% annually or a total of 65,000
metric tons of CO2 equivalent (calculated using EPA Greenhouse Gas
Reporting Program: Subpart W - Petroleum and Natural Gas Systems
methodology (EPA Subpart W)).
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Thus, the Company is not suggesting that the GSMP II, or any new program, must be

implemented in order to meet its service obligations. Moreover, the Company has

always had, and continues to have, a long-standing obligation to make the

infrastructure replacements that are necessary to ensure the Continuation of safe and
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reliable service. Replacing aging infrastructure is an integral part of managing any

utility distribution system. The regulatory compact provides that in exchange for

being granted a monopoly franchise area, a utility will provide safe and reliable utility

Service at reasonable rates. The obligation to provide safe and reliable service is a

cornerstone of the utility’s obligations. Thus, the concept of replacing infrastructure,

when required, is not new or novel. Rather, this is a fundamental obligation of any

gas distribution company.

If the Board decides that an accelerated replacement program is necessary, could such

a program still be undertaken within the traditional rate case process?

Yes, if the BPU believes that an accelerated replacement program is desirable, then it must

decide whether to require cost recovery through the base rate case process or to permit

recovery through some other mechanism such as a rider or surcharge. In addition, it must

determine the types of costs that would be eligible for recovery.

What factors should the Board consider when determining whether to authorize an

accelerated cost recovery mechanism?

There are many factors that should be considered by the Board. These include whether the

utility has been reasonable in in its past investment strategies, the impact on the utility’s

shareholders if accelerated cost recovery is not authorized, the availability of other programs

from which to fund the accelerated investment program, the impact on ratepayers of an
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accelerated recovery plan, and others. It is critical for the Board to recognize that the

implementation of an accelerated investment program does not necessarily require the

implementation of an accelerated cost recovery mechanism.

How does the recovery mechanism envisioned for the GSMP II fundamentally differ

from base rate recovery? ,

The Company’s proposed GSMP II cost recovery mechanism is an accelerated recovery

mechanism - one that will require ratepayers to pay for certain costs earlier than they would

under traditional ratemaking.

What is the impact on shareholders of the Company’s proposed cost recovery

mechanism for the GSMP II?

’Contrary to economic theory and good ratemaking practice, the proposed GSMP II will

increase shareholder return while significantly reducing risk. Shar.eholder return is directly

proportional to the amount of investment made by the utility. Since shareholders benefit

from every investment dollar that is spent by a utility, the proposed GSMP II will increase

overall return to shareholders and accelerate recovery of that return.

As shown on Schedule SS-GSMPII-3, each rate adjustment will increase the pre-tax

return to the Company by $16 million to $22 million. By the end of the five-year program,

the revenue requirement will include an additional $154.7 million of return, approximately

81% of which is return to shareholders. Therefore, instead of viewing infrastructure
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replacement as an investment burden, investors are likely to view the GSMP 1I as an

opportunity to increase their returns and to reduce their risk. Regulators should not lose sight

of the fact that the there are two primary ways that shareholders can increase their returns -

by increasing the rate base on which a return is earned or by increasing the rate of return that

is applied to that rate base. In the current low interest rate environment, it would be very

difficult for the Company to argue that the 10.3% return on equity that was authorized in the

last base rate case should be increased. The Company has recognized this fact by agreeing to

a lower ROE for several of its surcharge mechanisms. Since the Company is currently

unabIe to increase the rate of return authorized for its investment, it must increase its

earnings by increasing the amount of investment on which it can earn a return. Every dollar

of investment made by PSE&G results in greater earnings for shareholders.

What is the impact of the Company’s proposal on its customers?

Pursuant to traditional ratemaking practice, plant additions are only included in rate base, and

therefore in utility rates, once’the plant is completed and placed into service and the

Company files a subsequent base rate case. Between general base rate cases, plant that is

booked to utility plant-in-service is not reflected in utility rates until the Company’s next

base rate case.

However, under the Company’s proposal, ratepayers will bear higher costs sooner, as

a result of the GSMP 1I. Pursuant to the GSMP 1I, ratepayers will experience semi-annual

rate increases related to the GSMP. From a financial perspective, these are serious
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detriments to ratepayers. Moreover, the rate impact to customers under the proposed GSMP

1I would be substantial. As shown in Mr. Swetz’s testimony, the proposed GSMP lI would

result in increases on the total residential bill of approximately 2% every six months. By the

end of the program, the cumulative increase on a typical residential customer for the GSMP

13[ would be 19.62% on the total bill. This would be in addition to increases in base

distribution rates or other components of the overall bill.

Would the Company’s proposal to implement the GSMP II cost recovery mechanism

also shift additional risk onto ratepayers?

Yes, it would. The Company’s proposed mechanism would shift risk from shareholders,

where it properly belongs, to ratepayers without any commensurate reduction in the

Company’s return on equity. In addition, the Company’s proposal would require the BPU to

increase rates even if the Company was earning its authorized rate of return.

.Under. the GSMP II, shareholders will no longer have to wait for a general base rate

case to receive a return on this investment. Nor will shareholders have to wait for a general

base rate case in order to begin recovery of depreciation associated with the investment.

Nevertheless, ratepayers will experience semi-annual rate increases even though the

Company will not have annual rates cases, so other components of the regulatory triad will

not be reviewed.
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Q. Is the Company proposing any reduction to its cost of equity to reflect the lower risk

inherent in the GSMP H?

No, it is Rot. In spite of the fact that the GSMP lI will reduce shareholder risk, and will

transfer that risk to ratepayers, PSE&G is proposing that the return authorized in its 2018

base rate case be used to calculate the revenue requirement associated with GSMP g rate

adjustments subsequent to that base rate case. However, since this return will be accelerated,

the impact to shareholders is an increase in the earned return on equity between base rate

cases even though there is virtually no risk of cost recovery. Thus, the GSMP II provides

exactly the wrong movement in return on equity that one would expect, given the significant

reduction in shareholder risk.

Don’t shareholders bear the risk of having the BPU deny recovery in an annual

prudence review?

~ my opinion, the GSMP II is essentially risk-free to shareholders. Since the BPU will have

already approved the GSMP II sub-programs, there is virtually no risk of disallowance unless

actual spending varies greatly from what is projected. Therefore, even though rate

adjustments will be provisional and will be subject to a future review for prudency, in all

likelihood there is very little possibility of disallowances.
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Does the Company’s proposal result in single-issue ratemaking?

Absolutely. The Company’s proposal clearly constitutes single-issue ratemaldng since it

proposes to increase rates for one component of the ratemaking equation without

consideration of the overall revenue requirement or revenue levels being ear.ned by PSE&G.

Single-issue ratemaking violates the regulatory principle that all components of a utility’s

ratemaking equation be considered when new rates are established. The GSMP II would

permit the Company to impose increases twice each year on captive customers without

regard for other ratemaking components. This is especially troublesome given the fact that,

after completion of its currently pending base rate case, it may be some time before the BPU

has the opportunity to examine the Company’s entire revenue requirement as part of a base

rate case.

Hasn’t the BPU approved similar single-issue cost recovery mechanisms in other cases?

Yes, however, in my view, the existence of these other surcharge recovery mechanisms

makes .it more critical, not less critical, for the BPU to move away from single-issue

ratemaking and to return to base rate cases as the vehicle for establishing rates to New Jersey

ratepayers.

Ratemaking is supposed to be a substitute for competition. In a competitive

marketplace, a company is not guaranteed to recover costs and shareholders are not

guaranteed to earn a specific level of profit. The entire regulatory paradigmappears to be at

risk as utilities have successfully argued that the base rate case recovery mechanism, which
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provided incentives for effective management and permitted sharehoIders the opportunity to

earn a reasonable return, should be discarded in place of a myriad of surcharges that

guarantee recovery, reduce shareholder risk, and remove incentives for effective cost control.
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No

Has the Company demonstrated that the proposed cost recovery mechanism is

necessary in order to meet its service obligations to New Jersey ratepayers?

No, the Company has not demonstrated that its financial condition warrants an accelerated

recovery mechanism. There is no evidence that PSE&G has had difficulty in the past

attracting the capital necessary to invest in reliability projects. The Company has not

provided any evidence that it has had, or will have, difficulty attracting capital if the GSMP lI

is not approved, or in funding incremental projects if the BPU approves certain sub-

components of the Program. In this case, there is no evidence that either operational issues

or financial issues necessitate implementation of a new accelerated recovery mechanism for

gas replacement projects. Thus, PSE&G has not demonstrated that its financial integrity will

be jeopardized if the cost recovery mechanism proposed for the GSMP 1I is rejected by the

BPU.

Moreover, the Company’sprevious base rate case was filed in 2009. While PSE&G

just recently filed a base rate case on January 12, 2018, that filing is the result of an earlier

commitment to file a base rate case and is not an indication of any financial difficulty on the

part of the Company. If the Company had been in financial jeopardy over the past few years,

presumably it would have taken action and filed for new base rates. The fact that.it did not
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make such a filing supports my conclusion that the Company’s rates are sufficient to provide

access to the capita! needed to provide service to New Jersey ratepayers.

Should the Board approve a new cost recovery mechanism associated with PSE&G’s

GSMP II?

No, it should not. If the BPU finds that an additional level of investment is required to

replace aging infrastructure, then the associated costs should be recovered by PSE&G

through the existing base rate case process. Use of a surcharge mechanism will result in a

guaranteed return to shareholders, a transfer of risk from shareholders to ratepayers, and a

further erosion of the integrity of the regulatory process. I recommend that the BPU reject the

Company’s proposal to accelerate recovery of costs associated with the GSMP II projects.

The GSMP 11 also results in single-issue ratemaking and provides a disincentive for

utility management to control costs. The GSMP ~ will put a further (and unnecessary)

financial biarden on ratepayers. Infrastructure replacement should be treated no differently

from other investment that is necessary to provide safe and adequate utility service, and

should be recovered only through a general base rate case where all parties can undertake a

thorough review of the costs. Accordingly, the Company’s request for an extraordinary

recovery mechanism for the GSMP 1I should be denied.
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Q.    What would be the impact on the utility’s shareholders if the traditional base rate case

process was utilized to fund accelerated infrastructure programs.

A. It is important to remember that the traditional base rate case process does not require

shareholders to forego the entire revenue requirement associated with the accelerated

program- it only requires them to forego the return of and the return on the investment until

the Company’s next base rate case. Assuming a 50-year depreciable life and an average

regulatory lag of 27 months8, shareholders would be responsible for funding 4.5% of the

investment prior to it being included in base rates. Thus, even if the base rate case process is

used, and even if the utility stays out for a period of three years, the impact on return would

be only 4.5%. If the Company files more frequent rate cases, the impact would be less.

If the gas utilities believe that a new regulatory mechanism is required in order to

accelerate the rehabilitation and replacement of its infrastructure, then they should also

recognize that a new regulatory paradigm may require sacrifice on the part of all parties -

both investors and ratepayers.

Do increases in utility investment benefit utility shareholders?

Yes, absolutely. It is undeniable that increased investment helps utility shareholders. The

utiIities suggest that the additional financing requirements caused by accelerated replacement

programs put a strain on investors - but actually the opposite is true. Shareholders stand to

benefit from every dollar that is invested in the utility. Therefore, to the extent PSE&G

8 This lag would reflect a three-year period between base rate cases. Assuming that plant was added continually
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accelerates investment relafed to infrastructure replacement, shareholders can expect higher

earnings, even if an accelerated cost recovery mechanism is not adopted. Given the benefit to

shareholders, and given the fact that the Company has not demonstrated a financial hardship,

I recommend that the Company’s request for an accelerated cost recovery mechanism be

rejected.

E.    Recommendations If An Accelerated Cost Recovery Mechanism is Adopted

If, in spite of your recommendation, the Board decides to approve an accelerated cost

recovery mechanism, should the Board ensure that GSMP H investment is incremental

to the annual investment that would normally be made by the Company in the absence

of the Program?

Yes, it should. If the Bo~d approves an accelerated cost recovery mechanism, it should also

ensure that a significant amount of infrastructure replacement costs is still recovered through

the traditional base rate case process. In addition, the BPU should also ensure that the

Company does not shift capital resources that would otherwise be invested in the utility into

the GSMP IZ PSE&G should continue to undertake investments that are necessary for.the

provision of safe and reliable utility service regardless of whether the GSMP 1~ is approved.

Therefore, in addition to requiring a baseline spending level related to infrastructure

replacement projects, I also reeonkmend that the Company be required to meet spending

commitments for other distribution-related investment.

during this period, on average, shareholders would finance 18 months of plant between base rate cases. In addition,
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What level of baseline spending do you recommend?

As shown on Schedule WEM-GSMPff-3, the Company’s capital expenditures, excluding

new business, recovered through base rates has averaged $156.7 million per year from 2012-

2016. In addition, the stipulated annual base spending under the GSMP I is $85 miltion.

Therefore, I recommend that if an accelerated cost recovery mechanism is approved, then

recovery of GSMP II costs through an accelerated rate mechanism should be contingent on

the Company continuing to.invest $155 million annually in distribution-related projects other

than those that are similar to the GSMP II, as well as $85.0 million in infrastructure

replacement projects that are similar to those projects whose costs are recoverable through an

accelerated cost recovery mechanism.

What cost of capital should be applied to GSMP II projects that are recovered through

an accelerated ratemaking mechanism?

Mr. O’Donnell is recommending that the Board adopt a cost of capital of 6.5008% for

GSMP 1I projects that are recovered through an accelerated cost recovery mechanism. Mr.

O’Donnell’s recommendation includes an ROE of 9.0%. I3r. Dismukes is also

recommending further adjustments to the ROE if the Company does not meet its leak

reduction targets.

a nine-month litigation period would result in a total lag of 27 months.
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Q. If an accelerated cost recovery mechanism is adopted, should the Board permit semi-

2 annual rate adjustments as proposed by the Company?

3 A. No, it should not. If an accelerated cost recovery mechanism is adopted, the Board should

4 limit the associated rate adjustments to annual adjustments. The use of annual rate

5 adjustments is consistent with the GSMP I and with rate adjustments for the gas utility under

6 ’ the Energy Strong program. In addition, the use of annual rate adjustments will mitigate the

7 impact on ratepayers. Finally, given the limited resources that are available to Board Staff

8 and Rate Counsel, adoption of annual rate adjustments will reduce the burden placed on

these parties to review the proposed adjustments, especially if similar accelerated cost

recovery mechanisms are proposed by other utilities in the State.

If an accelerated recovery mechanism is adopted, should the Board also limit the

annual rate impact on New Jersey ratepayers?

Yes, it should. I understand that Dr. Dismukes is recommending that if the BPU approves a

GSMP 1I, it should limit the associated costs to $650 million over three years, similar to the

existing program. In addition to this limitation, I also recommend that any resulting annual

rate adjustments be limited to no more than a 2.0% increase on the typical residential

customer’s average bill. This limitation would provide a reasonable balance between the

Company’s need to accelerate infrastructure replacement and the need to ensure that New

Jersey rates continue to be affordable. This recommendation would still permit the Company

to increase utility rates by 6.0% over three years, which would be in addition to any rate
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increases resulting from base rate cases, changes in supply costs, or increases in other clause

mechanisms.

Are you also recommending changes to the earnings test proposed by the Company?

Yes, I am. While the Company has proposed that GSMP 12 rate adjustments be permitted

as long as the actual earnings for the prior twelve-month period do not exceed 50 basis

points, I am recommending that the earnings test be based on the most recently authorized

ROE. As long as the Company is earning its authorized rate of return, there is no reason to

provide further adjustments through aft accelerated recovery mechanism. ~While tlae 11R Rule

permits the earnings test to include a 50-basis point cushion, the Board has the discretion to

impose a different parameter in order to mitigate the impact on New Jersey ratepayers.

Therefore, I am recommending that no cushion be included in any earnings test used to

determine whether a GSMP 1I rate adjustment should be applied.

If an accelerated recovery mechanism is adopted, when should the Company be

required to file its next base rate case?

Assuming that the BPU authorizes a three-year extension of the existing GSMP I, then I

recommend that PSE&G be required to file its next base rate case three years after the

conclusion of the currently pen.ding base rate case which was filed January 12, 2018.This

would provide the parties with the opportunity to review the GSMP II projects for prudency.

It would also provide an opportunity for the parties to review all aspects of the Company’s
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financial condition and to ensure that overall rates charged to New Jersey ratepayers are just

Please summarize the conditions that Rate Counsel is recommending in the event that

the Board approves an accelerated cost recovery mechanism for the GSMP II.

IY the Board approves .an accelerated recovery mechanism, it should limit plant additions

recovered through the accelerated mechanism to $650 million over three years. In addition,

the Board should require the Company to maintain a baseline spending level of $155 million

in non-revenue producing distribution projects, in addition to investing $85 million in

projects that are similar to the GSMP 1I. In addition, the Board should adopt the cost of

capital recommendation of Mr. O’Donnell, and require an operating expense offset as

reconmaended by Dr. Dismukes. Rate Counsel also recommends that the BPU limit rate

adjustments to annual adjustments of no more than 2.0% on a typical residential customer’s

average bill. In addition, the annual earnings test should be based on the actual ROE

authorized in the Company’ s previous base rate case.. The Company should also be required

to file a base rate case within three years after the effective date of rates resulting from the

2018 base rate case. These conditions will mitigate the impact of the GSMP 1I on New Jersey

ratepayers and recognize the significant benefit accruing to shareholders as a result of an

accelerated cost recovery program. The Company should continue to file all reports and

MFRs currently required for the GSMP I. Finally, all rate adjustments pursuant to the GSMP

33



2

3

4

5

6

7

The Columbia Group, Inc. . .................... BPU Docket No. GR17070776

II should continue to be provisional and subject to refund, pending a review for pruriency of

the capital projects in a subsequent base rate case.

Does this conclude your testimony?

Yes, it does.
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Co~cast-G~rde~ State 1Nodhwes~ C New Jersey CR02100715
CR0210071g

~st E~rgy, 1~. an~ E ~nsas 03.MDWE-421-ACQ
Westar ~e~gy, 1~

Ti~ W~ner Ca~e C ~w dewey CR02100722
CR02100~23

W~tat ~y, Inc. E Kansas 01-WSRE-~9-GI~

P~’blic Service Els¢lfl¢ and Gas
Company

Allantic C~ Ele~;tde Company
~a Conec.liv Power De,wry

Wai~i ~ewet C~any

E New JarsW ER02080604

E New Jersey ER02080510
PUC 6917-02S

WW New Jersey WR020301~3
WR020301~’4

5t03 Stranded Coals 01vision of the
Ratepayer Advocate

5,’03 Cost at C~pltsl Oifice oi~ (~e New Mexico
Cost Ailoc.~tion.t Attorney Gene~l

5103 Cable Ra~es D~islon of lhe
Ra~epayer ~voc=~e

4R3 Ca~te Ra~es D~vlsio~ of the
Ratepaye~ ~voc~e

4/03 Cabte Rates D~is{on of (he
R~epa~r ~vo;=~e

4~G3 Acqu~on Citizens’ U~Sty
Ratepayer 8o~rd

4103 Cable Rates Divls{on of ~e
Ratepayer Advocate

3/03 Restm=ud~g Ran Citizens’ U~I~

t/03 De~erre~ B~lan~ Dlvis(on of ~e
Ratep~yer Adv~¢at ¯

1/03 Ooforred Balance DMsion of the
Ratepzyet Advocate

12102 Revere Requ~ements OMdon of the
P~chase~ Sewage Ratep~y~ Advo~te
Treatm~t Adj. (PSTAC)

Midwest Energy, lnc. E Kansas 03-MDWE-001-RTS 12102 Revenue Requirements C~tizen s’ UtiIRy
R~tepayer Board



The Cotm~b~a Gro~p, Inc., Te~h~mnie~ o~,~nd/’ea C. Crane

Comcest-iBl Crestwo~d O New Je~s~ CR0Z050272
CR020~270

Reliant E~g~ ~k~a G Oklahoma PUD2~2001~6

M~mst Energy, Inc. G Kansas 02-MDWG.922-RT$

Com~,ast Cablev~slon of Av~en C New Jersey 0R02030134
CR02030137

RCt~ Telecom Services, Inc. an~ Home C New Jersey CR02010044
L~k C~u~U~ns CR020~0047

Do~ervs Power and Light Comply G Dot=ware 01-348F

Vorm~t Ya~ee Nudea~ P~r Co~. E V~on~ 6545

P~et Water ~upp~ C~pany W ~ode island 337B

Fotomac E~c~c P~r Co~a~ E M~and 8796

Kales ~l~t~ P~er C~pe~e E ~an~s 01-KEPE-1 ~0~RTS

We~sboro Electric Comp=’~y E Penns~var~a R-000t6356

County W~e~o~ W R~e ls~ ~11

Pep~ ~d N~ RC, Inc. E Dis~ ~ ~ 002
Co~mb~

P=~ac Elate P~r Go. & E D~a~e 0~-194
Oe~a~

Yanke~ Gas Company G C~t 01-0~19PH01

11/02 O~ble Rates

10/02 Affiliated interest

10/02 Gas Rates

?/02 Csble Rates

7102 CabM Rmes

7/02 Rate o~ Re~n

(Rebuffai)

7/02 Rat~
T~ti~ Issues

6~2 Raie of Return
Rate

6/02 Revenue

5/02 F~nancialPlan

5R2 R~enue Requirements

4/02 Fuel Cos~s

4102 Cable Rates

4/02 D~vestitum Procedures

3102 Sa~ of W to E~te~y Corp.
(Supplementer)

1~2 Sale of ~ to Enler~y Carp.

1~Ol Revenue Requirement=

t2101 Revenue Requ~ement~

1~01 D~estilu~ Procedures

1t~1
(C~s

~1101 Revenue Requl~ments

{$ur~ebutt~)

Pe~o~a~ Standards

~0~1 Muger Issues

~0~ ~iated T~ansac~ons

,On Behalf’ Of

Oivisfon ofth=
Ralepsyer Advocate

Oklahoma CorporaSon
Commtssion, Pub~= Utlt~

Ci~zens’
Ralepayer Boa~d

Division o~ the
Ratepayer ~vocate

DMs~on of ~a
Ratepayer

Gene~ S~es
Ad~ln~stragon

Division of the
Advocate

General Services

Oivislon of the Public
A~voc=te

Citizens’
Rstep~ye~’ Boa~’d

Cltl:’ens* Ut~ity
Ratepaye~ Board

O~ice of the New Mexico
A~tomey General

Dtvldon of the Ratepayer
Advocate

General Sewlces
Ad min’=stration (GSA)

Department of

DlvlsMn of the Public
Advocate

Department of Public
Settee

Division cf Public Utilities
and C e~e4s

Division of the Public
A~vocate

General Services
Admir~strelion (GSA)

Citizens’ Utllity
Ratepayar Board

Advocate

O[~s~on of Public UStitles
and Carriers

Genera~ Services
Admlnlstra~n (GSA)

Division af O’m Pubffo
Advocate

Office of Consumer Counsel



Dat_.__ee To~c On Behalf‘ Of

01-184ZoGT.T
01-0685-~PC

Pen~y~van~a~leri~n Water Company W Pe~sylvan~ R-0001633g

C NewJerse~ CR01030149-50
CR01050285

,Oennsy;vania.,An~erican Water Company W P~ns34vanla R-O001633g

Roxittcus Wate.r Company W New Jerse~    WR01030~94

Hope Gas, Ine,. ~i~a Dom{n~n Hope G Was! Vi~’~e 01-0330-G*42T
01-0331-G.-30C
01-1842-GT-T
01-0665-G-PC

We~ern Resources, |nc. E Kansas 01*WSRE.94O~GtE

We=~em Resources,/no. EE Kansas 01-WSRE-g4g-GIE

Cal~lev~Sion o~ ~l~uchy, et eL. C New Je~=~ CROD100824, el el.,

~b~¢ S~ce ~mp~y of N~ Me~o E N~ Me~¢o 3137, Holding Co.

Ke~u ~ommun~ty Se~es. ~c. W H~ ~00~

W~tem Resou~es. 1~, E ~as 0t-WSRE~3~RTS

Revenue Re~uiremen~.s The Consumer Advocate
(Rebuttal) 0ivislen o� the PSC

g/0~ Revenue Requl#ereents Ofl~ee o¢ Consume,.
(Surrebu~tal} Advocate

9!01 Merger issues and Genend Services
Performance St~dar~s Admi~tstration (GSA)

9101 C~ble Roles DMsion of ~e
Ratepayer Advo~te

Bt01 Revenue R~qui~eme~ D~ision of Public UtStles
and Ca~er=

8/01 Revenue Requl~en~ Office of Consumer

8/01 Revenue Requirements Division ofthe
Cost of Capital Ratepayer h.dvocat=
Rate Dedgn

8/01 Revenue Requlrereents The Consumer Advocate
O~vlsion of‘ the PSC

8/01 Restructuring Citizens’ Utility
Financial Integrity Rate~>ayer Board
(Rebuttal)

6/01 Restructuring Citizens’ Utility
Financial Inlegrily Ratapayer Board

4/01 Cable Rates Div~Ion of the
Ratepayer Advocate

4/01 Holdfng Company Office of the Attorney
General

4101 Rele Oeatgn D~v~slon of Consumer
Advocacy

,If01 Revenue Requirereents Citizens’ Utility
Affdlated Interests Ratepayer Boa~d
(Motion for SuppL Changes)

Western Resources, Inc. E K~r, sas 01.WSRE-436-RT~

pu~l~ Se~e ~mpa~ of New Mexico E New Me~co 3137. P~R lII

Chem-N~l~a~ S~S, LLC

Sou~rn Co~ec~t G~ Co~a~

A~la~ City S~r~e Corp~lio~

O~a~a P~r a~ Li~t Comp~ G Odors 0~3~4

Senate B~ tg0 Re: Peffo~an~ Based G ~s Senate Bill t90

SW South Ca~olina 2000.366-A

G Co.set,cut 00-12-08

WW New,Jersey WR00060575

4101 Revenue Requirements Citizens’ Utility
Mfilla~ed lnteres{s Ratepayer Board

4/01 Sla~dard Offer Service O~ce of the Attorney
(Additional Direr, t) General

3,~01 A~owabls Costs Oepadment of
Consumu Affairs

3/01 ~lialed Interest O~ of
T~nsactlons Consume~ Counsel

3/’01 Revenue Re~uirernen|s OMsion ef the
Cost of‘ Capital Ratel=ayer Advo~te

3f01 Margin Shying DMs[on at the
Public Adv~:~ate

2t01 Perforreance.Based Citizens’ Utility
Ratereaking Mechanisms Ratepayer Board’

Oelma.’va Powe~’ end Ugh~ Company G Delaware 00..463..F

Walts~eld Feys~en Telephone Company T Vermont 6417

2/01 Gas Co$~, R~tes DMsian of the
Public Advocate

12/00 Revenue Requ~’ements Dep~’~"~ant of Public
Service



The Cohu~bia Group, Inc., Teslhnon~es of Anch’ea C. Crat~e Pap t~ of J.~

Delaware Eteolrio Coopua~ E D~a~o 00-365 t 1/00 Code o! Conduct D~vlslon of the Public
Cosl ~l~cetlon Manuel A~vocate

Based R=lem~g
00-GIMG-42,~GIG 10t00 Periormence.Besed Citizens’ Ut~y

Retema,~g Mechanisms Rotepayer Board

Pawtucket Wa~or Supp~J Board W Rhode Island 3164
Seper=tion Plan

C PePJ~Sy~va~ 3756

Publ~ Service Com~ny c~ New Mexico E New M~x~¢o 3t 37, Part 111

Late Woler Company W Haw~ 00.0017
Sepa~tion Plan

El Paso F..{ectrlc Comper~y E Now Mexico 3170, Part II, Ph.

Public Se~ce Company of New Mexi¢o E New Med¢o 3137 -Parf II
Separation Plan

PG Energy G Penns~va~ R-00005H9

Consolidaled E$son, II~’,~ e.’~d Nolthessl E/G Conr~eclic~ 00.01-1
Utililies

~ussex Shores Water Company W D~awere     ~9..576

Ut~lioorp United, Inc. G Kansas 00-UTCG-336-RTS

TCI Cab~evlslon C k~sou~ 9972-0 H6

O~(l~hon~e Nelural Gas Company G O~lahome PU0990000166
PUO9800006e3
PUD 990000570

T~dewet~ Ut~lAie$. Inc, W Oe~ 99-466
P~bl~c Wate~ Supply Co,

Delmarva Power and Ught Company G/~ D~e 99.582

ph~ade~ph~aSuburbanWa~e~Co~pany W Pe~syh~en~a R-0099486B
R-00994~77
R-00994878
R-Q0994879

Consoll~lated Edison, Inc. and Northeast. FJG Connecticut    00.01-1
U~lit~es

Ok)�lio NIIu~I Ga~ Compeer/ O Oklahoma

10/00 Revenue Requirement~s DMslon of Public U=it~s
and Confers

10100 Late Payment Foes Kaufman, L~nkells, et el,..
(Affidavit]

9100 Slandard O~er ~ervice Offlc~ of the Attorney
General

8/00 Rate Design D]v~don of Consumer
Advocacy

7/00 Electric Reslru~tudn9 OffL’e of the Altor~ey
General

71G0 Electric RestNctu~ing Of/ice of the At~,orne~
General

6100 Revenue Requirements Office of Consumer
Advocate

4/00 MergeMssues
(Adrift Supplemental)

Ollk~e of Consumer Counsel

4t00 ReVenue Requirements Olvlslon of the Public
Advooale

4/00 Revenue Requirements Cillzens’ UI~iIy
Relepayet Board

4100 Late Foes Honora Epped. el
(Affidavit)

3100 P~o Farina Revenue O~lahoma CD~orat~on
Affiliated Transactions Commission, Public Utility
(Rebuttal) Dlvlslon 81air

3100 Revenue Requirements Division 01 the Public
Advocate

31(~0 Cost Aocouflting Manuel Division of the Public
Cone of Conduct Advocate

3/00 Revenue Requlremenls Of~K~e of Consumer
(Surrebuttal) Advocate

2/00 Revenue Requtmrnenls Office of Consumer
Advocate

2100 Merger Issues O~tce of Consumer Counsel

PUD 990000166 1100 Pro Forme Revor~Je O)’,lshoms C org oration
PUD 9~0000~83 A~]ietod Tta~a=~ons Ca~lss~on, ~b~c U~ii~
PUD 990000570 (Rebuttal) Division Sta~

1/00 Affiiiatod Trans:~cilon sConnec~cut Nature! Gas Company G Connec~iou~    99-09-03 OffiCe Of Consumer’ C0U~sel

Time Warner Erdertainmen! Company.

TCI Communlcat{onso Inc., et el.

Sou~hwesie~ Pubic Serv’~:e Company

Now England Elecldc p~lem E~tem

C fed’ann 48D06-9803.CP-423    1999 L~te Foes
(Affidavit)

C lrl~itana 55001-9709-CP-00415 t999 Late Fees
(Affidavit)

E New ~exico 3’~ 16 12/99 Merger Approval

E Rhodets~nd 2930 Merger Poll~y

Kelly J, Whiteman,
et

Franklin E. Littell, el. aL

Offeoe of the AItorney
Genera[

Depadrnent of Attorney
General



The Columbia Group, Inc., Testimonies of And)’ea C. Crane

Oat___e_e On Behalf Of

Delaware Etec~c Cooperative E Delaware 9~.457

Jones in~erc~b{e, i’nc. C Maryland CALg~00283

Texar~New Me,co Pc~’~" Company ~ New Mexico 3103

11/~’9 Electric Restru cturing

10199 Cable Rates
(A~fidavlt)

10199 Acquisition tssues

0/vision of the Public
Advocale

Cynthia Maisonette and Ola
Renee Chatman. eL aL

Once of Attorney General

Appet;dix A
Page 11 of tS

Bou~hern Ccr~e=~kut G~s Company G Connecticut    99-0,~t8 9/99 A~fil]ated Inlerest OtTme of Consumer C~neel

CR9g020079, et at.,

Reg. No. 4

9~CV.5195

Reg. 49

99-31

99-163

945

49C01-S602-CP*000386

TOg7100792
PUCOT t 1259-97N

9/99 Cable Rates
Fo~’m s 1240/1205

8/99 Filing Requirements
(Position Statement)

7/99 Cable Roles
(Ai’i]d avlt}

"//99 Regulator~ Policy
(Supplemental}

6/99 Revenue Requl’rements

6/99 FJectd¢ Rest,’uclufing

6199 D~vestlture of Generation
Assets

6/99 Late Fees
~Afl~davit)

(Surrebuttal)

D{vislon of the
Rotepayer Advocate

Oivis~n el’ the Public
Advocate

Broil M~shsl~,
an tndM~uat, el

DMs{o~ of ~e Public
Ad~cate

D~sion or the Public

Division of ~e Public
~vo~ie

U.S. GSA = Pu~G Utilities

Ken Hec~, et el..

DMsion or the
R~tepaye{ Advocate

Montague WateJ" and Sewer Con~anics WhW~/New Jersey

Cablevlsion of Bergen, ,~ayonne, C New Jersey
Newark

Cabtovision ~ Bergen, Hudson, C New Jersey
Mo~moulb

Kent Co~nly Water Authority W Rhode ]s~

Mcntague Wa~er and 8ew~ Companies W/WW New Jersey

F~PCO E District of

Western Rose.cos, Inc. and I<ensas E Kansas
Cily Pow~ & Light

Dei’marva Po’,,~" and Llgh~ Company E Ddawaro

Longest Atlantic
d/hie Suburban Cable

F3ecl~ Restruclu~ng Commen~s

Portions of BA..NJ end NJPA
re: Payphone Ops

c

E

T

N~

Co, urns

New Jersey

WR96’IO1161
WR98~01162

CR98’;1’~ 197-199

CR97~0624-626

2860

WR98101 ~61
WR98101 ~ 62

945

97-WSRE-676-MER

S~479F

CR97070479 et eL,

TO97100792
PUCOT H26~gTN

5/99 Reven~e Requirements
Rate Dedgn
(SuppIemental)

$tgg Cable Rates
Forms 124011205

5/9g Cat~le Rates- Form 1235
(Rebuttal)

4/9g Re~nu= Requ~remenl~

4199 Revenue Requ~rement=
Rate Design

41~ Divestiture of ~sets

4199 Merger Approval
(Su~ebutt=)

~99 Fuel Costs

3~9 Cable Rates

3199 Regulato~ Pollw

3199 Tar;ff RevisiOn
Payphene Sub elo3es
FCC Services Test
(Rebutta|)

Division of the
Ratepayet Advocate

Division of I~
Ratepay~r Advocale

Division of the
Rotepayet Advocate

DMsion of PuH~c Uttities &
Canoes

Di~sion ~f ~e
Ratepayer Advocate

U.S. GSA- Publi~ Utililies

Cil~ens’ Ut~ity
Ra{epayer Board

D~ion o[ the P~c
~voca{e

Division o~ the
Retep~r Advo~te

U.S. GSA- Pub]l~ U611ge=

Div]dcn of the
Ratepayer Advocate

Western R~sources, Inc. and Kznsas E K~sas 07.WSRE-67S.MER 3/99 Merger Aptxoval Citizens’ U~il~ty
City Power & Light {Answering) Ratepayer 8osrd
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OtLBehal! Of

Weste~nReso’Jrces.(nc, andKansas,    E Kansas
~yPow~r&Ught

97-WSREo676.M~R 2199 MergerAp~roval C~t~ens’ Utility
RatepeyerBoard

1/99 Late Fe,o= Departmenl of Public

Cable Rele~ (F~rms 1240, Department of Pu~tlo
1205, ~235) and Late Fees Service
(Direct Supplemental)

Ad,olph~.= Cable Commu.’ltcat~on~ C Vern’~on~; 6117-6119 12/98 Cable Rates (Forms 1240, Department of Public
1205, 1235| and Late Fees. So,vice

and E t(ew J~$,oy Etv19807043~

(3 N,~,v Jersey ~RgT,Dg0624
CR970,!06~5
CR97090626

tltg8 Me~ger Approval Division of the
Retepeyer Advocate

11198 CabI,oRates-Form t235 Divisicnofthe
Ratepayer Advocate

Petitions of 8A-NJ and
NJPA re: Pay.of’,ot~e Ops.

United Wa~er OelaWate

CaVe.sloe

PoP.mac ~c~ P~r Compa~

lnvest~a~ el BA-NJ
InIca~TA C~ng Ptnns

Inhalation ~ fl~N~
InI~TA C=1~9 Plans

TCI Ca~e Co~I

Mou~ Holy Wat~ Ccmp~

P~et W=er ~pply Board

~ucket Wale~ ~upply ~ard

T New Jersey TO9~106792
PUCOT t 1269-97N

’~0/98 Payphone Subsidies Division of the
FCC New Services Test Ratepayer Advocate

W Delaware 88-98 8FJ8 Revenue Requirements Division of Ihe Fubl~c
Adv,oc~le

C New Jersey CR97’~00719, 726, 730. 8/98 Cable Rates
732 (Oral TesUmony)

Division of the
Ratepay~r Advocate

E Maryland Case 8!98 Revenue Requirements U.S, GSA. Pt~[ie Utilities
Rat,o Design

T New Jersey TO9"J’10D808
PUCOT 11326-.97N

8F38 Antl.Competi~qePcacUces Dfvtslen~lhe
(R,obuttal} Ratepayw Advocate

New Jersey" TO~71C0808
PUCOT 11326-97N

7/98 Anti-Competi~ePr,~cUoes DMsion of the
Ratepayer Advocate

C New Jersey CTV 032C-4-03268 7198 Cable Rates Division of the
and CTV 0506~ Ratepayer Advocate

W New Jersey WR98020058
PUC 03131-98N

7/98 R~.vonue Requirements Division,of the
Ratepayer A(Jvocate

W Rhode tsla~d 2674 5/98 Revenue Requ~emenia Division of Publi¢
(Surtebuttal} UtiIi~ies & CarrOts

W Rhode Island 2674
Utilities & Carders

¯ Ene,’gy Master Flan Phase II Proceeding E New Jersey EX94120585U,
. Rest~C~ring EO97070457,60,63,66

Energy Mas’~er Plan Pheee 1 Proceeding. E New Jersey EX941205115U,
RestmcJuring EO97070457,60.63.66

4/98 Electrio Restructuring Division of the
Issues Ratepayer Advocate
(Supplemental Burrebut~[)

3/98 Etectdc Restructu~ng Oivls~on of the
Issues Relepayet Advocate

Shorelano’s Water Company

TCI Commun~etlons, Inc,

C~(zens Te[ephone CO, of K~ksb~g

Coasters Permian’= Water Co. -
8h~ango Va;~

Ur;b~etsal Se~]ce Fur.o"~g

Consumer.= Pennsylvania Wa~et Ge. -
Sheoa~go Va]Iey D~.~s~on

W New J~rsey WR~71t0835
PUC 11324-97

2198 Reven~e Requlremenls Division of the ’
Ratepayar Advocate

C N~w Jersey    CR97030141, el a(.,o    11/97 Cable Rates
(Oral Testimony)

0Melon of the
Ratepeyer Advocate

T PennsyNan~a R-0097t229 11197 .Ntematlve Rogute6en Of~ce of Consumer
Netwod( Modernization Advocale

W Pennsytv~n~a R-00973972

T New Jersey TX9512063t

T N,ow Jersey TX9512063’|

W Penn~lve,;tla R-00973972

¯ ~0/97 Revenue Requirements Office of Consumer
(SulTeb~t~l) Advocate

¯ 10/97 Schools and Libraries Division of’ the
Funding Ratepayer Advocate
(Rebuttal)

9/97 Lowlncom,o Fund DMsion of the
High Cost Fund Rategayer Advocate

9/97 Revenue Requirements Office of Consumer
Advocate
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State

G ~ensas WSRG-466-MER

Untversel Set~ce Funding T NewJersey TX85120831

Ur~versal Sap/ire Fun~g T New Jersey

~

9,~7 Co~t A~.eunIlng Manual
Co~e ol Conduct         ~v~e

9197 Transfer el G~S ~set=
Rat~pay~r Boa~d

9!97 S~o0ls and Ub~des elision
Fund~g Ratepayer
(Rab~tal)

8R? ~hools ~nd Libraries
Fund~g

Division or the
Ratepayer Advoctzte

T Penn~$4vanla R-00971182

Pen~syP~nta R-009?I182

New Jars%, Various

New.~ey WR87010052
PU~ 3 ~ 54-97N

Rhode lsla~ 2555

P~va~ R-~973869

Pe~=~Va~i~ R-00973869

D~e ~7.58

N~ Jersey WR961~0818

8/97 Revenue Requirements Division of Public Uli]i~es
{Su~ebu~tal) and Carders

8/~)7 .Nternattve Regule~on Office or Consumer
Networ~ Modcrn~zallon Advocale
(Surrebuttat)

7/97 Aflemative Regulation Office oF Consumer
Netv~ork Modernization Advocate

7/97 Cable Roles Division of the
(Oral Tes~imony} Ra~ep~.yer Advocate

7/97 Revenue Req~lrsments O~vis~on el the
Ratepayet Advocate

6/97 Revenue Requirements Dlvls~on of Public Utilities
o.-~d Carriers

6197 Revenue Requirements Office of Consumer
(Sortebuttal) Advocate

5197 Revenue Requirements OFfice of Consumer
Advocate

5/97 Merger Poll~ OFfice cf the P~Jbllc
Advocate

4/97 Revenue Requirements D~vlalcn ot the

interstate Navigation Company

Elec~o Rea~nctar~g Co:nments

PUCRL ’~ 166~-96N

WW New Jersey    WR96080628
PUCRA 09374-96N

N Rt~:~e Island 2484

N Rh~e Island 2484

E D~i(~I of 945
Columbla

3/97 Purchased Sewerage
Adjus~ent

3197 Revenue Requlremenls
Cost of Capital
(Surrebut|at)

R=tepayer Advocate

Division of the
R=tepayar Advocate

Division e~ Public Ut~Hles &
Carriers

2/97 Revenue Requirements Division of PubIic Utilities &
Cost of Capital Carriers

1/97 RegulatoP/Pollcy U.$. GSA* PubIIc U~ities

Unite~ Water Delaware

PEPCOI
iv~erger Application

Western Resources, Inc.

PEPCO and BGE Merger Ap~cation

U~ico~ Uni~, lnc,

TKR Cable Compenyof Gloucester

TKR Cable Company of Warv~ck

C New Jersey CTV07030-95N

C New Jersey CT’V057537.85N

tt97 Revenue Requicements Off, ca of the Public
Advocate

10196 Regulatory Pollcy
Cost of Capital
(Rebuttal)

GSA

10R6 Revenue Reqo~ements Cit!zens~ Utility
Cost of Capital Ratepayer Boa~d
(Supplemental)

9t96 Regu~atotyPo~cy U.S. GSA - Public U~itres
Cost of Coptic[

8FJ6 Revenue Requiremen~ Ci~ens’ Uti~ty
~tepa~r Board

7/96 Cab(e Rates D~=i~ olthe
(Or~ Testimo~] Ratepay~ Ad~cat~

7~6 Cable Rates Division of the
(Oral Tesllmon~) Ratepay~ Advo~te



~
5/95 Fuel Cost Recovery

5196 Revenue RequiremenL’~
Cost of CepltaJ

t/96 Revenue Requirements
Rate Design

fig6 Revenue Requirements
Cost of Capi~[

t1~5 Revenue Req~rements
Rate Design
(Supplementa~

tl/95 RBvenue Req~rement=

t0/95 Revenue Requirements

8195 Basic Se~lce Rates
{Oral Testimony)

(Oral Testimony)

7/95 Reven~ Requi#ements

On Behalf Of

Offlcx: of the Public
A~vocate

Citizens’
Ratepayer Bo~rd

Pf~viile at Hen~lel
Community

Cleans’ Uti~
RaIepay~ Boa~d

O~vi~on of the
Ratep~ye~

DMsion of the
Relepayer Advocate

Oivlsion of Consumer
Advocacy

Division of the
Ratepwer Advocate

DN~slon o~ the
Ratepayer Advocate

Dice of the Public
Advocate

Eas! Ho~o~u C~r’n=~ur~ty *~Y~ Hawa~

W~mington Suburban Water Coi’pera~on W Delaware

6/95 Revenue Requkaments Division of Consumer
Advocacy

3195 Revenue RequiremenL; Office of the Public
Advocate

En,~t~,menta[ Disposal CerporaEon

Roaring Creek Wate~ Compar~y

Roar’~g Creek Wat~ Company

Envtronme~al DIsposa~ Corpora.on

Delma:va Power and Light Company

De]ms~’va powe~ and Light Company

WVv" Hew Jersey WR94070319

W Pennsy{va~ia R-00943t77

W PennsylvaHa R-00943177

WW Hew 3ersny WR940703tg

E DeP~wa;e 94-84

G Oetsware 94-2Z

1R5 Revenue Requirements Division of the
($upplemenlat) Ratepay~r Advocate

1/95 Revenue Requirements Dice of Consur~er
(Sun’ebutte~) Advocate

12/94 Revenue Requirements Office of Co~ume~
Advocate

’t 2/94 Revenue Requ~men~s Dividon o~ the
Ratepay~r Adv~K:ate

t 1t94 Reve~uJe Requirements Office of Ihe public
Advocate

8/94 Revenue RequlremenLs    Office of the P~li¢

Empire District Elecb{c C~’r~pany E Kansas 190,360-U

Me.is ~ty M~ SW N~ Jersey MMt093~27
U~lly A~h~[y ~SW 142~94

US West ~mmunl~ T A*l~na E.1051-9~183

US West Co~u~$ T ~zo~a EH O5 t.9~t83

~ucket Water S~ Boat~ W Rhode ls/an~ 2158

Pol~utl=’~ Centre| Financing Authority of SW New Jersey    SRg’~ 111718J
Camden Caun~y

Roar~gCteekWalerCompany W Per,..nsylvanta R-00932665

8/94 Revenue Requlrame~lLs Citizens’ Utility
Ratepayer Board

6194 Revenue Requirements    Rate Counse~

Revenue RequlremenLs Resident~al Ut~ty
(Surrebultal) Consumer Office

5/94 Revenue Requirements Division of Public
(SuKebuttall U~li~ies & Carders

3/94 Revenue Requirements Residential Utility’
Consumer Office

3tf14 Revenue Requiremenls Division of PubEc
UfiEties & Carders

2/94, Revenue Requirements    Rate Counsel
(Supplemental)

9/93 Revenue Requirements Olf~e or Consumer
(Supplemental) Advocate

Roaring Creek Wzter Company W Pe~’v’~’yhta~ia R-00932665 gig3 Revenue Req~rements Off~r,e of Consumer
Advocate



Tho Columbia Group, lne., T~stimonies of Andrea C. Crane

Kent CountyWatetAu|ho~ty W Rho~e ls~an~ 2098

~mlngton S~ur~an Wal~ Comply    W Dela~-e 93.28

8/93 Revenue Requirements
(Sun, eb=(al)

7/93 Revenue Reqotrements

7/93 Reven~’e Requirements

4/93 Revenue ReQuirements

,4/93 Revenue Requirements

3193 Revere Re~ukemenl=

~3 Revenue R~uirements

9/92 Revenue Requirements

5/92 Revenue Req~tements

7~2 Revenue Requirements

5/92 Revenue Req~rements

~92 Revenue Requ~remen~

ff92 Revenue RequTremen~

1~9~ Revenue Requkements

10/91 Reven~e Requirements

10~0 Revenue Requirements

~90 Revenue Requirements
Regulato~ Poli~
(Su~e~utta~

7~o Rev~ue Re~ukements

, (SupplementS)

7/90 Rev~ue Requirements

6/90 Revenue R~ulmmeni=
Regulalo~ Po~

~1/89 Regula[o~ Pol]~

5/69 Revenue Requirements
Regulaloq POlicy

NewJetsey,.Ame~canWate~rCompae’q WhVW New Jersey

Easl Hono~)’= Community
~ervices. Inc.

The Jersey CenVat Power and L~ght

Memer County Improvement

Garde~ State Water Co~npe~y

El~.abeLhtown Water Company

~W New Jersey

WW H~w~t

E New Jersey

SW New Jersey

W New Je,~

W New Jersey

New-Jersey Am~r) Water Company W/WW N~v Jersey

Penns~van~a-Amer(can Water Company W Pennsylwnla

PUC 7266-92S

SR91121816J
ESW~7t-E2N

7064

PUC~B61-92
ER91 t2~8203

EWS11261-9]~
$R91 t 11682J

WR9109-1483
PUG 0~11~91S

WR910~]293J
PUC 080~.91N

WR910~1399J
PUC 8~4~91

R*gHg09

Mercer County Improvement A~thorlty

Kent County Water Author;~!

sw Hew Je)sey

W Rhode lslar~

SR9004-0264J
PUC 3389.90

New York Telephone T New Yof~ ~0-C-0191

New York Telapi,~.~ T New York 90-C-0191

Ke)*.t County Water Authority W Rinds island t 952

Eflesor T~a~ Staten SW New J~ey SO8712-1407
PUC

Int=~ate Nav:g~tlon Co. N R~e Island D-Bg-7

~mated M~af S~lems. tn~ SW New J~ey PUC17B~BB 5/89 Revenue Requirements
$cheduIes

SNET Cellular’, In(::. T Cenne~ticu! 2/89 Refectory Policy

On Behalf Of

Olvislon of Public
UtiliZes & Carriers

Office o! Put)tic Advocate

Divisto~ of P~tl¢
U~ities &

Rate Counsel

RaIe Counsel

Ta~ O~ Hempstead

Rate

Ra~e

Dt~lo~ of Consumer
Advoc~

Rate Counsel

R~te Cou~se~

Rate C~el

Rate Co.el

Offl~ o~
Advoca~

Ra~ Coun~

D~sion
Ut$ffes & Can{era

NY S~e Co~umer
Protection

NY Slate Consu~er
Protection Beard

Dlv~ion
Util~s & Canlers

Rate Counsel

Divls(on of Publi~
U~(ties & Carders

Rale Cou~eI

First Selectmen
Tew~ o( Reddfng
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