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Case 16-G-0257 

National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 2 

Request No.: NFG-DPS-022 

Responding Witness: Staff – Consumer Services Panel 

Date of Response: September 8, 2016 

 

 

Question:   

 

Other than as pertains to National Fuel, provide copies of all Customer Service Performance 

Incentives or Service Quality Performance Mechanisms by whatever name (“Mechanism” or 

“Mechanisms”) that have been established through or by Public Commission Order with 

electric utilities, gas utilities, combination utilities and municipalities. Complete responses 

will include each and every separately established Mechanism, not just the most recent 

Mechanism for each entity. 

a. Identify which Mechanisms have been adopted though a Joint Proposal or 

agreement by the utility or municipality, and identify which have been imposed by 

the Commission in a litigated rate case. 

b. Separately identify every instance in which Staff has recommended changes 

to established Mechanisms, specifically: 

i. Each instance in which Staff has recommended the reduction in the number 

of items measured via established Mechanisms, together with an 

explanation of such recommendations. In addition to specifically 

identifying the measures Staff recommended eliminating, provide Staff’s 

analysis of the utility’s performance with those measures vis-à-vis its 

performance with other measures that were recommended to be continued, 

including but not limited to providing the historically reported statistics 

related to the Mechanisms ; 

ii. Each instance in which Staff has recommended the increase in the number 

of items measured via established Mechanisms, together with an 

explanation of such recommendations. In addition to specifically 

identifying the measures Staff recommended adding, provide the basis and 

analysis for establishing thresholds for any newly recommended measures 

by Staff to a utilities’ CSPI. 

iii. Each instance in which Staff has recommended an increase in 

negative revenue adjustments or penalties, including an explanation 

of such recommendations and the reasons for same; 

iv. Each instance in which Staff has recommended a decrease in negative 

revenue adjustments or penalties, including an explanation of such 

recommendations and reasons for same. 

c. Separately identify every instance in which Staff has recommended changes to 

established Mechanisms despite the utility having avoided any negative revenue 
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Case 16-G-0257 

National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

adjustments, penalties or any decrease to earnings for failing to meet a 

performance target. 

d. Separately identify every instance, including National Fuel, in which Mechanisms 

lapsed and resulted in the absence of any negative revenue adjustments or 

penalties. 

e. For each instance identified in subpart d. immediately above, identify whether 

subsequent service quality decreased to levels that would have resulted in 

negative revenue adjustments or penalties had such Mechanisms not lapsed. 

 

Response:  

 

The information requested is unduly broad and not tailored to this particular 

proceeding.  Furthermore, the information is readily available to the Company through the 

Document and Matter Management system on the Department’s website 

[http://www.dps.ny.gov/].  The Company can perform legal research on the Commission’s 

website or other third party research platform. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:    National Fuel Gas Distribution Corporation 

Set No.: Set 2 

Request No.: NFG-DPS-119 

Responding Witness: Staff – Gas Safety Panel 

Date of Response: September 8, 2016 

 

 

Question: 

 

At page 40, with respect to the regulatory compliance metric, the Panel states “Thus, for the 

purpose of this noncompliance measure, there is no difference between a violation and an 

occurrence.  These words are and can be used interchangeably.  Staff considers both terms as an 

instance of non-compliance with the Commission’s pipeline safety regulations.” 

 

A. Is it Staff’s position that each occurrence of a violation of a regulation should be treated as a 

separate violation, resulting in a separate individual penalty? 

 

B. If a company procedure resulted, for example, in five separate regulator stations being out of 

compliance for inspection, for example, would that constitute one violation for the policy and 

five separate violations, one for each station? 

 

C. If a company procedure was found to violate a regulation, would the failure to follow the 

regulation at each service center constitute a separate violation? 

 

D. If a company incorrectly classified a leak based on the requirements of their procedure and 

the procedure requirement was the same as a code requirement, would Staff count two violations 

for one incorrectly classified leak? 

 

E. If the incorrect classification above also resulted in an incorrect leak surveillance frequency 

according to both a company procedure and a regulatory code requirement, should Staff count 

four violations for one incorrectly classified leak? 

 

F. If two surveillances were missed due to the incorrect leak classification above, before the 

company discovered the incorrect classification, would Staff count six violations for one 

incorrectly classified leak? 

 

G. If when the company discovered the incorrect leak classification above and promptly repaired 

the leak, but the repair time exceeded the time allowed according to both a company procedure 

and regulatory code requirement for the correct classification, would Staff count eight violations 

for one incorrectly classified leak? 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

H. Is this method consistent with the way that violations were accounted for in the safety metrics 

agreed to in the Join Proposals agreed to in the 2004 case and the 2013 case involving 

Distribution?  If not, why not? 

 

I. If there is no difference between a violation and an occurrence, as stated by the Panel, why 

does Staff use different terms? 

 

J. Please provide any internal Department memorandum or correspondence discussing the 

difference between violations and occurrences. 

 

Response: 

 

A. Each occurrence of each violation of a regulation should be treated as a separate violation.  

However, during an enforcement process, Staff may take into consideration the duration of the 

violation and other circumstances surrounding each violation in noticing the amount of the 

proposed penalties. 

 

B. In the example given above, multiple requirements were found in violation of regulatory 

requirements.  Therefore, Staff will document, record, and report each occurrence of each 

violation found. 

 

C. For clarity, Staff is interpreting a “service center” as an operational headquarter.  Similar to 

the previous answers above, Staff will document, record, and report each occurrence of each 

violation found per each operational headquarter. 

 

D. E. F. G. Similar to the previous answers above, Staff will document, record, and report each 

occurrence of each violation found of the procedures and regulations. 

 

H. Staff has documented, recorded, and reported each occurrence of each violation of the 

procedures and regulations consistent with that of the most recent Distribution filings. 

 

I. In previous years, Staff has documented, recorded, and reported non-compliances as single 

violations with multiple occurrences.  This was consistent with that of the Pipeline and 

Hazardous Materials Safety Administration’s required way of reporting statistics.  This way of 

reporting does not reflect Staff’s internal statistics of counting violations and occurrences as 

being synonymous.  

  

J. There are no internal Department memorandums related to this matter. 
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Case 16-G-0257 

National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:    National Fuel Gas Distribution Corporation 

Set No.: Set 2 

Request No.: NFG-DPS-134 

Responding Witness: Staff – Gas Safety Panel 

Date of Response: September 8, 2016 

 

 

Question: 

 

In the 2015 Gas Safety report, Staff normalized non-compliances by the number of operating 

headquarters (“OHQ’s”) for each Company.  The tables in Appendices G and H of the Report 

show that Companies have varying numbers of OHQ’s that do not appear to be proportionate 

with the size or complexity of their systems.  In the performance of Staff’s record and field 

audits do the number of OHQ’s determine the sample size of records reviewed and field 

inspections performed in Staff’s audits?  In other words, does each OHQ have the same number 

of records sampled, which would discriminate against companies with more OHQ’s with regards 

to total non-compliances?  If not, how does Staff determine the sample size for each company or 

OHQ? 

 

Response: 

 

It depends.  Staff conducts record and field audits annually for each operating headquarter found 

within an LDC.  The sampling of records is determined by the specific regulations to be audited 

in a given calendar year, the population size within each operating headquarter of the regulations 

to be audited.  Sample sizes are selected so that the audit results have a 95% confidence level 

with a 15% confidence interval. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 2 

Request No.: DPS-156 

Responding Witness: Staff Policy Panel 

Date of Response: September 12, 2016 

 

 

Question: 
 

Does Staff agree that, all else being equal, increasing the demand for a product or service will 

increase its costs? If no, please explain why not.  

 
 

Response: 

 

The subject matter of the Company’s question, relationship between demand and cost of a 

product, is beyond the scope of the Staff Policy Panel’s testimony. 
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Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: Set 2 

Request No.: 159 

Responding Witness: Policy Panel 

Date of Response: September 13, 2016 

 

 

Question:  

Has Staff reflected the increased reporting demands and system improvement demands in Staff’s 

productivity adjustment? If yes, please identify how it has done so. If not, please explain why it 

is reasonable to ignore such impacts. 

 

 

Response:  

No, the purpose of a productivity adjustment is to account for unquantified benefits.  The 

Commission has a long-standing policy of imputing a productivity adjustment, which is intended 

to capture unidentified and/or unquantifiable productivity gains, efficiencies and cost savings 

that could be realized in the rate year.  The standard productivity adjustment is not intended to 

capture savings associated with a particular program.  
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 2 

Request No.: 168 

Responding Witness: Staff Policy Panel 

Date of Response: September 12, 2016 

 

 
Question:   
 168.) At page 14 the Panel states: “We propose to impute an additional 1% productivity, thus 

bringing total productivity to 2% for the Rate Year. The additional1 productivity is intended to 

capture the unquantified cost savings associated with the new CIS system and the discontinuation of 

the old legacy system.”  

 

a. For each member of the panel please state what experience the panel member has with 

respect to designing, installing and/or implementing a computer system at an institution of 

any size.  

b. For each member of the panel state the relevant educational experience with respect to the 

design, installation or implementation of a customer information system.  

c. For each panel member, state the relevant experience the panelist has with respect to 

measuring productivity at industrial companies.  

d. For each New York utility that has installed a new customer information system state:  

 

i. whether Staff made a similar imputation of additional productivity  

ii. whether the system was subjected to any cost disallowances  

iii. whether the system was implemented on time  

iv. whether the system was implemented within budget 
 

Response:  

a. Members of the Staff Policy Panel have not designed, installed and/or implemented a 

computer system at an institution of any size while employed at the Department of Public 

Service.  Staff’s experience is in reviewing and monitoring utility operations. 

b. See response to a. above, and Staff’s testimony for the relevant educational experience of 

Policy Panel members. 

c. Staff does not measure productivity at industrial companies, other than regulated utilities.  

However, as it relates to this case please see the Cases in Staff’s response to NFG-DPS-

003.  

d. The information requested improperly requires Staff to develop information and prepare 

a study for Distribution.  Furthermore, the information is readily available to the 

Company through the Document and Matter Management system on the Department’s 

website: 

http://www3.dps.ny.gov/W/PSCWeb.nsf/All/B428BB2B680CD9B485257687006F3890?

OpenDocument.  
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

Requesting Party: National Fuel Gas Distribution Corporation   

Set No.: 2  

Request No.: 169  

Responding Witness:  Staff Policy Panel  

Date of Response: September 13, 2016 

 

 

 

Question: 

 
169.)               At page 16, the Panel states “The goals of increased efficiency, economic, and 

environmental sustainability are important for the natural gas industry.” Has Staff 

attempted to measure, or hired a consultant to attempt to measure the relative 

efficiency of New York utilities?  If so, please provide all documentation related to 

that effort. 

 

Answer: Not to members of the Staff Policy Panels’ knowledge.   
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Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 4 

Request No.: NFG-DPS 213 

Responding Witness: Staff – Consumer Services Panel 

Date of Response: September 13, 2016 

 

 
Question:   

 

Please refer to page 40 of the Panel’s testimony in which you propose that the Company 

allocate a portion of outreach and education resources toward the provision of energy literacy 

education. 

 

a. Please provide a summary of costs the Commission incurred to support Beam NY 

(also known as Unwaste NY), from 2007 to present. 

 

b. Please provide any analyses or documentation measuring the effectiveness of Beam 

NY (also known as Unwaste NY). 

 

c. Please provide a project justification for Beam NY (also known as Unwaste NY). 

 

 
 

Response:  

 

a. This discovery request improperly requires Staff to develop information and/or prepare 

a study for Distribution. 

 

b. This discovery request improperly requires Staff to develop information and/or prepare 

a study for Distribution. 

 

c. Information regarding the background and rationale for the Unwaste NY program is 

readily available on the website: http://www.unwasteny.org. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 4 

Request No.: 219 

Responding Witness: Staff Policy Panel 

Date of Response: September 12, 2016 

 
 

Question: 
 

Is the Gas Policy and Supply Panel aware of any training Distribution offers to contractors in a 

manner similar to the Company’s own employees? If so, please describe the Company’s practice 

in detail. 

 

 

Response: 

The Panel is aware that the Company offers local production owners certification training and 

testing for its employees through the Northeast Gas Association's certification programs and 

believes this training is also offered to Company contractors.  We are not aware of any other 

training offered to Company contractors. 
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Case 16-G-0257 

National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.: NFG-DPS-227 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 

Question:   

For each utility for which Staff has recommended a Service Termination/Uncollectible 

Performance Mechanism, provide the corresponding information as is presented in Staff 

Exhibits CSP-5 and CSP-6 in the instant proceeding. Also include work papers and electronic 

spreadsheets containing historic utility statistics utilized by Staff or the Commission in 

recommending or establishing the Service Termination/Uncollectible Performance Mechanism 

for those utilities where same has been recommended or adopted. 

 
 

Response:  

This discovery request improperly requires Staff to prepare a study for Distribution.  Please see 

Cases 14-E-0493, 14-G-0494, 15-E-0283, 15-G-0284, 15-E-0285, 15-G-0286 and 15-G-0382 for 

cases in which Staff recommended a Service Termination/Uncollectible Performance 

Mechanism. 
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Case 16-G-0257 

National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.: NFG-DPS-228 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 

Question:   

Provide all parameters and terms surrounding all Service Termination/Uncollectible 

Performance Mechanisms adopted by the Commission. 

 
 

Response:  

This discovery request improperly requires Staff to prepare a study for Distribution.  Please see 

cases 14-E-0493, 14-G-0494, 15-E-0283, 15-G-0284, 15-E-0285, 15-G-0286 and 15-G-0382. 
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Case 16-G-0257 

National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.: NFG-DPS-241 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 
Question:   
Admit that a Service Termination/Uncollectible Performance Mechanism is not in place for 

every major gas, electric or combination company in New York. 

 
 

Response:  

Staff admits the truth of this statement of fact.  
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.: NFG-DPS-243 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 
Question:   
Explain how Staff and the Commission have historically treated uncollectibles that were 

determined to be imprudently incurred. 

 
 

Response:  

If Staff believed that uncollectible expense was incurred imprudently, the remedy would be to 

seek a disallowance.  Technical Staff declines to explain how the Commission has historically 

treated uncollectibles, as that would require legal analysis.   
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.:                          NFG-DPS-244 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 
Question:   

Explain whether an Uncollectible Measure is a necessary measure to ensure “adequate service” 

or “quality customer service”, and if so why Staff has not publically recommended or the 

Commission publicly commenced a rulemaking in that regard. 

 
 

Response:  

Please see Staff Response to NFG-DPS-240. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.:                          NFG-DPS-245 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 
Question:   

Explain the reason why Staff is recommending the attachment of significant risk of $590,000 to 

this recommended measure, when Staff recommends nearly equal risk to the two items Staff 

identified as most reliable in measuring customer service quality -- Customer PSC Complaints 

($600,000) and combined Residential and Non-Residential Satisfaction ($600,000). Why is a 

newly recommended measure given so much significance? 

 
 

Response:  

For each measure, Staff’s recommendation for an amount at risk takes into consideration 

multiple factors, including, but not limited to:  (a) the differential between the target for the 

measure and the utility’s historical performance; (b) the amount needed to focus the attention of 

utility management on the measure; (c) the costs of achieving the desired result; and (d) the 

benefits to customers of achieving the desired result.  In comparison to existing measures, all 

else being equal, a new measure may need a larger amount in order to focus the attention of 

utility management. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.: NFG-DPS-247 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 
Question:   

At lines 12-14 on p. 35 of Staff Consumer Services Panel’s Prepared Testimony (Staff 

Testimony), Staff notes, “[i]n 2015, the Company achieved lower terminations level than two 

and three standard deviations from the normalized average.” State whether this could reflect an 

improvement in customer service in the absence of a Service Termination Performance 

Mechanism. 

 
 

Response:  

Since all major New York State electric and gas utilities experienced significant reductions in 

terminations in 2015, Staff is inclined to believe such reductions were due to exogenous factors, 

most likely recent declines in commodity prices. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.: NFG-DPS-248 

Responding Witness:            Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 

Question:   

Explain Staff’s recommendation of using four standard deviations that would in effect punish 

the Company for recent improvements in customer service through service disconnection 

reductions. 

 
 

Response:  

As the four standard deviation interval applies only to the positive award for reductions in 

terminations, it cannot serve as a punishment. The four standard deviation interval would deprive 

the Company of nothing it would otherwise receive, if the mechanism were not in effect.  Rather, 

this interval is intended to ensure that the Company is not rewarded for a result that already 

occurred, in the absence of the incentive.  
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Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.:                          NFG-DPS-249 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 

Question:   

Identify every instance where Staff has recommended the implementation of Service 

Termination and Uncollectibile Performance Mechanism targets that were other than two 

standard deviations, explain the rationale for same, and indicate whether the Commission 

accepted those targets or altered them. 

 

  
 

Response:  

Cases 16-E-0060 and 16-G-0061. 

The remainder of this discovery request improperly requires Staff to develop information for the 

Company.   
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 5 

Request No.: NFG-DPS-251 

Responding Witness: Staff Consumer Services Panel 

Date of Response: September 16, 2016 

 

 
Question:   
Identify and explain the conditions surrounding the filing of quarterly and annual reports to the 

Commission for other utilities subject to Service Termination/Uncollectible Performance 

Mechanisms, including any delays in implementation or filing of same that were authorized by 

the Secretary or the Commission. 

 
 

Response:  

Reporting facilitates monitoring and tracking of the effect of the incentive mechanism.  The 

Panel is not aware of any requests for delays in reporting by any utilities subject to such 

mechanisms. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:    National Fuel Gas Distribution Corporation 

Set No.: 8 

Request No.: NFG-DPS 254 

Responding Witness: Staff – Consumer Services Panel 

Date of Response: September 19, 2016 

 

 

Question:  

 

Has Staff ever analyzed the possibility of assigning low cost Niagara Power Project (“NPP”) 

electricity allocated to in-state investor owned utilities to the low income customers of those 

utilities? 

 

If yes, please provide the analysis and explain whether Staff had proposed such an allocation in 

the Energy Affordability Proceeding (Case 14-M-0565). 

 

If no, would Staff agree that allocating low cost NPP electricity to low income customers would 

reduce the low income customer bills to a more affordable level? 

 

 

Response:   

 

Office of Consumer Services Staff has not recently analyzed the possibility of assigning low cost 

Niagara Power Project (“NPP”) electricity allocated to in-state investor owned utilities to the low 

income customers of those utilities, and has not made such a proposal in the Energy 

Affordability Proceeding (Case 14-M-0565). 

 

The Consumer Services Panel believes that allocating low cost NPP electricity to low income 

customers offers the possibility of reducing their bills, but cannot state with certainty the 

anticipated level of affordability that may result from such allocation. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 10 

Request No.: NFG-DPS-259 

Responding Witness:            Staff - Consumer Services Panel 

Date of Response: September 23, 2016 

 

 
Question:   

The first clause in the title of Public Service Law §65 is “Safe and adequate service” and 

subdivision 1 of that Section requires that gas corporations, electric corporations and 

municipalities provide such service that is “safe and adequate.” Provide all guidance, 

direction, and instructions used by the Panel to interpret and apply the phrase “safe 

and adequate service.” 

 
 

Response:  

Staff objects to the request as unduly broad.  PSL §65 was enacted in 1910, and therefore carries 

with it more than a century’s worth of guidance, direction and instructions.  Ensuring “safe and 

adequate service” at “just and reasonable charges” as described in PSL §65 are furthermore 

among the central powers and duties of the Commission respecting its regulation of electric and 

gas corporations, and a full response to this information request is beyond the scope of this 

proceeding. 
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Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 10 

Request No.: NFG-DPS-260 

Responding Witness: Staff - Consumer Services Panel 

Date of Response: September 23, 2016 

 

 

Question:   

Provide all guidance, direction, and instructions used by the Panel to interpret the meaning of 

the word “appointment” in regards to Performance Incentive Mechanisms. 

 
 

Response:  

Please refer to Cases 91-M-0500 and 15-M-0566 for guidance interpreting the meaning of the 

word “appointment” in regards to Performance Incentive Mechanisms. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 10 

Request No.: NFG-DPS-261 

Responding Witness: Staff - Consumer Services Panel 

Date of Response: September 23, 2016 

 

 
Question:   

Commission regulation recognizes certain matters beyond the utility’s control, even excusing 

utilities from the critical task of reconnecting service to a customer during such periods (see, 

e.g. 16 NYCRR Part 11.9). Provide any existing Commission documentation relied upon by the 

Panel related to any utility obligation to credit a customer for a missed appointment, as well as 

any documentation explaining when utilities are excused from providing such credit. 

 
 

Response:  

Please see Cases 06-M-0878, 12-G-0544, 15-E-0283, 15-G-0284, 15-E-0285, 15-G-0286, 12-E-

0201, 12-G-0202, 14-E-0318, and 14-G-0319. 
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National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 10 

Request No.: NFG-DPS-262 

Responding Witness: Staff – Consumer Services Panel 

Date of Response: September 23, 2016 

 

 
Question:   

At lines 21-23 on p. 37 of Staff Testimony, “the Panel recommends that the Company process 

credit/debit cards directly.” Provide any information in the Panel's possession indicating which 

utilities process credit and debit card payments with their own employees, and those whose 

credit and debit card payments are processed by an external service provider. 

 

  
 

Response:  

Staff objects to the question as irrelevant and immaterial.  As stated at lines 19-21 on page 37, 

“The Panel proposes that the Company socialize the costs of paying bills through third party 

payment processors.”  As further stated beginning on line 23 of page 37, in the same sentence as 

quoted in the above question, through line 1 of page 38, “so residential customers do not incur a 

fee every time they pay their bill with a credit/debit card.”  Only when taken out of context could 

the statement quoted in the above question be misconstrued as suggesting the Company must use 

its own employees to process credit and debit card payments.  
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Case 16-G-0257 

National Fuel Gas Rates 

 

Staff of the Department of Public Service 

Response to Formal Request for Information 
 

 

Requesting Party:  National Fuel Gas Distribution Corporation 

Set No.: 10 

Request No.: NFG-DPS-267 

Responding Witness: Staff – Consumer Services Panel 

Date of Response: September 23, 2016 

 

 
Question:   
To the Panel's knowledge, has Staff quantified the additional costs to low income customers 

from the state’s renewable energy portfolio standards? If yes, please provide the 

quantifications of the additional costs. 

 
 

Response:  

On April 8, 2016, Staff published a Clean Energy Standard Cost (CES) Cost Study in Case 15-E-

0302.  The CES represents the state’s policy to generate 50% of electricity from renewable 

resources.  “The Study estimates that, even in this period of lower electricity prices due to 

historically low natural gas prices, New York can meet its clean energy goals with less than a 1% 

impact on electricity bills (or less than $1 per month for the typical residential customer) in the 

near term and shows net positive benefit of $1.8 billion by 2023.” (Cost Study, page 5). 
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 REQUEST FOR INFORMATION 
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Question 
 

National Fuel Gas’s ECOS model initially filed in this case classified 
distribution mains as partly “demand-related” and partly “customer-related.” 
 

a) Please explain in detail what method the Company is using to 
identify “customer- related” and “demand related” costs (e.g., zero 
intercept, minimum system, etc.). 
 

b) Please explain why the Company chose the method explained in (a). 
 
Response 
 

a) Please refer to the direct testimony, exhibits and workpapers (“Mains 
Customer/Demand” and “Mains 4” Allocation) of the Cost of Service and 
Rate Design Panel.  It should be noted that the description of the mains 
study begins on page 29 of the direct testimony.   

 
National Fuel Gas Distribution Corporation (“Distribution” or the 
“Company”) performed a regression analysis, which determined that 
58.56% was customer related and 41.44% was demand related.  The 
regression analysis produced the zero intercept point, based on the 
relationship between the radius of the pipe size squared and the average 
cost per foot.   

 
The Company utilized minimum size (2” cost/foot) to confirm the 
reasonability of the zero intercept method.  Attachment A to this data 
request response provides a copy of the minimum size analysis. 
 

b) National Fuel Gas Distribution Corporation chose this methodology to be 
consistent with the methodology utilized and accepted in the Company’s 
last rate proceeding (07-G-0141). 
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A B C D
National Fuel Gas Distribution Corporation
New York Division
Mains 376 and 376.1
as of December 31, 2015
query: nfg_am_pltx42zz

Size Footage Sum Cost Ave. Cost/Foot
0.999 3,212 1,459.10             0.45
1.000 23,392 59,781.30           2.56
1.125 26,693 253,958.92         9.51
1.250 707,663 10,197,871.21    14.41
1.500 10,560 11,292.40           1.07
1.625 400 2,459.09             6.15
1.999 263 10,821.59           41.15
2.000 19,243,579 221,451,095.59  11.51
2.500 11,401 5,901.39             0.52
3.000 10,395,087 130,809,235.48  12.58
3.250 468 125.52                0.27
3.500 2 1.52                    0.76
4.000 10,780,201 123,656,880.65  11.47
4.250 2,265 2,308.98             1.02
4.875 1,169 617.27                0.53
5.000 38,238 22,285.57           0.58
5.250 0 -                      0.00
5.500 645 1,003.29             1.56
5.625 60,339 48,717.65           0.81
6.000 5,068,618 81,505,680.33    16.08
6.250 27,296 35,491.36           1.30
6.625 68,813 133,060.75         1.93
7.000 5,856 11,890.29           2.03
7.625 8,628 2,664.32             0.31
8.000 2,532,935 62,155,624.60    24.54
8.250 146 2,169.30             14.86
9.625 140 181.35                1.30

10.000 156,807 4,991,932.11      31.83
12.000 648,099 25,083,143.43    38.70
14.000 1 436.37                436.37
16.000 290,597 24,671,909.25    84.90
20.000 240,411 22,358,387.23    93.00
24.000 25,748 4,237,609.46      164.58

50,379,672 711,725,996.67 14.13

All Footage 50,379,672 (1)
Minimum size = 2" cost/foot 11.51 (2)
Cost of all footage @ 2" $579,870,028.17 (3) = (1) x (2) 
Actual Cost 711,725,996.67 (4)
Customer portion 81.47% (5) = (3) / (4) 
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Question 
 
At page 21 of its Rebuttal Testimony, the Company’s Cost of Service and Rate 
Design Panel refers to the Company’s 1994 rate case (Case 94-G-0885). Please 
provide a copy of all initial testimony, rebuttal testimony, supporting exhibits, and 
all briefs the Company submitted in that case. 
  
Response 
 
Please refer to the response to data request UIU-VII-82.  As stated in that data 
request response, the Consumer Protection Board (“CPB”) was a party in the 
referenced case and was provided the requested information in that case.  As 
such, the requested information should already be in the possession of the Utility 
Intervention Unit (“UIU”). 
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO INTERROGATORY/DOCUMENT REQUEST 

CASE 16-G-0257 
 
 
 
1.  Reference Exhibit (KAF) sheet 2 of 2, lines 1 through 8.  Provide the same information for the three 
fiscal years 9/30/2010, 9/30/2011 and 9/30/2012. 

 

Response: 

Please see page 3 for requested information. 
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO INTERROGATORY/DOCUMENT REQUEST 

CASE 16-G-0257 
 
 
 
2.  For question 1 above, provide a breakdown of all line items between residential, commercial and 
industrial customers.  Provide the information in the same format as Exhibit (KAF) Sheet 2 of 2, including 
the net write-off calculations. 

 

Response:  

Please see page 3 for customer breakdown of net write-offs (gross write-offs less sales tax, recoveries, 
and other), revenues and uncollectible expense calculation. 
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO INTERROGATORY/DOCUMENT REQUEST 

CASE 16-G-0257 
 
 
 

NATIONAL FUEL GAS DISTRIBUTION CORPORATION
NEW YORK DIVISION

UNCOLLECTIBLE EXPENSE 
NET WRITE-OFF : TOTAL GROSS WRITE-OFFS LESS SALES TAX, RECOVERIES & OTHER

RETAIL & TRANSPORTATION REVENUE

Net Write-Off
By Retail Revenue Type FY 2010 FY 2011 FY 2012 FY 2013 FY2014 FY2015 (5)

Gross Write-Offs Less Sales Tax (GWO) (1)
Residential $22,113,038 $16,960,019 $16,907,610 $14,820,507 $14,122,947 $23,623,144
Commerical $571,233 $373,027 $354,688 $259,156 $286,962 $680,356
Industrial $2,315 $27,015 $0 $1,293 $4,152 $488
Public Authority $0 $22 $608 $15 $258 $356

$22,686,586 $17,360,083 $17,262,906 $15,080,971 $14,414,319 $24,304,344
Recoveries (2)
Residential Not Available $8,043,520 $9,793,640 $9,255,721 $8,619,807 $8,959,965
Commerical Not Available $119,381 $85,069 $107,361 $95,088 $86,611
Industrial Not Available $1,532 $173 $0 $0 $1,889
Public Authority Not Available $59 $0 $602 $0 $256

$9,261,407 $8,164,492 $9,878,882 $9,363,684 $8,714,895 $9,048,721
Other (Allocated) (3)
Residential Not Available $380,172 $285,954 $196,409 $172,924 $463,059
Commerical Not Available $10,815 $10,838 $5,358 $6,029 $18,750
Industrial Not Available $1,087 -$7 $46 $130 -$44
Public Authority Not Available -$2 $24 -$21 $8 $3

$467,198 $392,072 $296,809 $201,792 $179,091 $481,768
Net Write-Off
Residential Not Available $8,536,327 $6,828,016 $5,368,377 $5,330,216 $14,200,120
Commerical Not Available $242,831 $258,781 $146,437 $185,845 $574,995
Industrial Not Available $24,396 -$166 $1,247 $4,022 -$1,357
Public Authority Not Available -$35 $584 -$566 $250 $97

$12,957,981 $8,803,519 $7,087,215 $5,515,495 $5,520,333 $14,773,855

Revenue Breakdown - Prior Fiscal Year FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY2014
Retail Revenue
 Residential $559,850,735 $400,484,725 $417,678,285 $341,626,887 $356,687,568 $419,476,352
 Commerical $64,326,467 $44,141,598 $44,267,341 $34,079,318 $37,633,337 $44,848,776
 Industrial $3,352,442 $3,124,117 $3,278,212 $3,043,843 $3,366,248 $1,183,813
 Public Authority $7,405,281 $5,079,242 $5,267,703 $4,021,130 $4,225,587 $5,255,063
Total Retail Revenue $634,934,925 $452,829,682 $470,491,541 $382,771,178 $401,912,740 $470,764,004

Transportation Revenue (4) $90,790,915 $89,625,290 $92,878,586 $92,310,370 $97,100,350 $104,295,513
 Residential $39,880,149 $39,219,703 $39,365,406 $41,766,049 $43,901,646 $46,010,415
 Commerical $27,104,646 $26,354,601 $28,222,779 $27,363,883 $29,034,483 $31,781,615
 Industrial $13,053,784 $13,388,402 $14,018,727 $13,204,815 $13,496,516 $14,655,259
 Public Authority $10,752,337 $10,662,584 $11,271,674 $9,975,623 $10,667,705 $11,848,225
Total Transportation Revenue $90,790,915 $89,625,290 $92,878,586 $92,310,370 $97,100,350 $104,295,513

Total Retail & Transp. Revenue
 Residential $599,730,884 $439,704,428 $457,043,691 $383,392,936 $400,589,214 $465,486,767
 Commerical $91,431,113 $70,496,199 $72,490,120 $61,443,201 $66,667,820 $76,630,391
 Industrial $16,406,226 $16,512,519 $17,296,939 $16,248,658 $16,862,764 $15,839,072
 Public Authority $18,157,618 $15,741,826 $16,539,377 $13,996,753 $14,893,292 $17,103,288
Total Retail & Transp. Revenue $725,725,840 $542,454,972 $563,370,127 $475,081,548 $499,013,090 $575,059,517

Uncollectible Expense Calculation RATE YEAR 2018
Retail Revenue Transp. Revenue Total

Residential $371,889,846 $46,163,217 $418,053,063
Non-Residential $37,057,793 $68,740,874 $105,798,667
Total Retail & Transportation Revenue $408,947,639 $114,904,091 $523,851,730

FY 2010 FY 2011 FY 2012 FY 2013 FY2014 FY2015 (5)
Net Write-Off Factor 1.79% 1.62% 1.26% 1.16% 1.11% 2.57%

3 Year Fiscal Average 1.58% 1.67%

RATE YEAR 2018
Times (X) Forecasted Retail & Transportation Revenues $523,851,730

Uncollectible Expense $8,748,000

(1) Source: KAIN0033, allocations were made to revenue class for the following items: management decisions-severe weather, shared meter (to exclude), POR write-offs (to exclude) and one-time bad debt transfer normalizing adjustment. 

(2) Source: KAIN0711, allocations were made for the following items: sales tax and supplier balance returns (to exclude) to revenue class by weighting as a percent of total.

(3) Allocated to revenue class based upon weightings as a percent of total net write-offs (gross write-offs less sales tax less recoveries).

(4) Capacity and other adjustments were allocated to revenue class by weightings as a percent of total.

(5) Includes normalizing adjusting entry of $6,178,096 to reflect planned additional one-time write-off of previous years' bad debt transfer recoveries.  This entry is expected to be booked in the May 2016 closing and is a

result of enhanced functionality of the new customer billing system.
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 

 

Question 
 
Per the Company’s (UFR-27) Attachment 5, the table shows Barcelona Project AWD for 
$410,000. 
 

1.) Provide the amount and the cost element charged (Labor, Information Services, 
etc.) in the Company’s filing where $410,000 amount is accounted for. 
 

2.)  Provide the total Barcelona Project Award for Calendar Year 2015 and any 
allocations to each affiliated companies. Provide the amounts allocated to each 
affiliated company and the method of allocation. Provide all studies, workpapers, 
calculations, descriptions and explanations. 
 

3.)  Are these Barcelona Project awards expected to be paid in the Rate Year? If yes, 
explain and describe the rational and reasoning. Provide the amount of the 
Barcelona Award in the Rate Year Expenses for New York Distribution. 

 
Response 
 

1) The $410,000 for Barcelona Project awards is charged to Labor. Please 
see Exhibit___(RMFA-2), Schedule 1, Page 1. 

 
2) The total amount paid for Barcelona Project Awards for Calendar Year 

2015 was $520,000. There was $410,000 of Barcelona Project awards 
attributable to Distribution NY and $110,000 attributable to Distribution PA. 
There were no amounts allocated to any other affiliated companies.  

The project awards were made to Barcelona employees for the 
following reasons: 

 The demand on Barcelona employees and their families was 
extraordinary. 

o Vacations were deferred for an extended period. 
o Team employees were required to, and did, work many  

weekends and extraordinarily long hours, including over 
holiday weekends, producing consecutive work periods 
extending, at times, over weeks. 

o It is a general practice to award additional compensation to 
salaried project team members on CIS or other major 
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capital projects when the project employees are engaged in 
a similar effort over an extended period of time.. 

o Project fatigue was a concern of management, but the 
project schedule prevented restoration of ordinary work 
hours, so management determined that the team members 
should be additionally compensated in recognition of their 
efforts. 
 
 

 
3) An additional award was granted to Barcelona team members following 

successful achievement of the in-service date for the significant time and 
effort  undertaken for implementation, and over the entirety of the project.  
Although there are no current plans for Barcelona Project Awards in the 
Rate Year, it is the company's occasional practice to award employees for 
their extraordinary efforts and significant workload on other projects, 
should the need arise.  
 

 

035



 DPS-200 
Witness: K. Frank  

                  Page 1 of 1 

 
 

 
NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO INTERROGATORY/DOCUMENT REQUEST 

CASE 16-G-0257 
 
 
 
Re:  Uncollectible Expense 

This is a follow up to DPS‐9 (RMD) and DPS‐156 (RMD). 

  1)  Provide a copy of the $6,178,096 normalization adjustment referred to in DPS‐9 and DPS‐

156. 

  2)  Indicate the date that the $6,178,096, accounting entry in DPS 9, question 7, was recorded 

on the Company's books. 

  3)  Provide a screen shot of the Company's trial balance before and after the accounting entry. 

 

Response: 

As previously stated, the normalizing adjustment that was utilized represents a one‐ time 

adjustment of projected write‐off amounts of the current active and final bill balance of 

previous bad debt transfers recoveries required by the implementation of the new  

SAP billing system, net of other recoverable taxes.  The actual one‐time adjustment may involve 

multiple accounting entries.  These entries are expected to be booked in the month of July 2016 

and will be available once the month July of 2016 is closed.  I would expect this to occur after 

mid August.  At that time, I will forward you a copy of the actual entries and the date that they 

were booked as requested. 
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Question 
 

Referring to page 16 of Mr. Crahen’s testimony, “Beginning with the 
implementation phase of the audit and extending beyond… Distribution will 
continue to refine implementation costs of recommendations” in the Data Audit, 
Case 13-M-0314: 
 
Please clarify whether any implementation costs resulting from the 
recommendations made by Overland Consulting in the Data Audit are reflected 
in Distribution’s filing.  Are there any costs included?  If so, identify in what cost 
element these costs are reflected in the filing, and submit an itemized list of 
these costs. 
 
Response 
 
There were no costs included in National Fuel Gas Distribution Corporation’s rate 
filing pertaining to the implementation of recommendations made in Case         
13-M-0314.   
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Question 
 

1. Does National Fuel Gas Company have plans for any equity 
issuance(s) during the rate year ending March 31, 2018?  If so, how 
much? 

 
 
 
Response 
 

1.  No, National Fuel Gas Company does not have any plans for any equity 
issuances during the rate year ending March 31, 2018. 
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Question 
 

1. Provide Exhibit_(CFP-5) Sheet 1 in Excel format with the relevant 
notes (CFP-2, Sheet 3 did not have notes). 

 
2.  On page 19 of the Company Finance Panel Rebuttal Testimony it is 

stated “It must be noted that the common equity ratio used to 
determine rates frequently differs from that of the actual capital 
structure of the entity or its parent.”  Is it true that on Exhibit_(CFP-1), 
each parent company either had ring-fencing measures in place or the 
parent’s common equity ratio was above 48% at the time of the Order?  
If not, explain. 

 
3. Is National Fuel Gas Company going to restate the common equity 

balance for the quarter ended June 30, 2016 to reflect current oil and 
gas prices?  If so, what will the equity balance be? 

 
4. Page 26, lines 8 through 10, the Company Finance Panel asks “Staff 

raises the specter of a Parent bankruptcy throughout their testimony, 
implying that the Parent is financially weak and is in threat of 
bankruptcy.  Do you agree?”  Identify where in the testimony the Staff 
Finance Panel states the Parent is in threat of bankruptcy. 

 
5. Page 5, lines 9 through 11, the Company Finance Panel states “…how 

little rating agencies and other major stakeholders rely on capital 
structure in the evaluation of a company’s overall risk and financial 
stability.” 

 
a) Do Moody’s and S&P use capital structure as a factor in their 

evaluations of a regulated utility? 
b) Explain the statement on page 14, lines 17 through 19, “No, in our 

experience, neither S&P nor Moody’s uses current or expected 
capital structure as a significant factor in their evaluations of the 
Parent’s credit rating.” 
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Response 
 

1. Please refer to Company responses to interrogatory DPS-222 for 
Exhibit-(CFP-5) which includes a correction on the footnote to refer to 
Exhibit_(CFP-5), Sheet 3 for notes. 
 

2.  The Company Finance Panel’s rebuttal testimony states, “the common 
equity ratio used to determine rates frequently differs from that of the 
actual capital structure of the entity or its parent.”  Based on fact that 
the Company Finance Panel is not stating that each company’s 
common equity ratio differs from its authorized amount, this discovery 
request improperly requires the Company to develop information 
and/or prepare a study for Staff.   

 
With that being said, the Company Finance Panel has reviewed select 
capital structure data available from Bloomberg Finance LP for several 
parent companies that operate natural gas and/or electric utilities in the 
State of New York.  A summary of that data is included below: 

 

NYS Utility 
Company 

Parent 
Company 

Case 
Number

Date 
Approved

Equity 
Ratio 

Authorized 

Parent 
Equity 
Ratio 

Parent 
Equity 
Ratio 
Date 

Orange & 
Rockland Utilities 

Inc. 

Consolidated 
Edison Inc. 

14-G-
0494 Oct-2015 48.0% 49.3% 9/30/15

Central Hudson 
Gas & Electric 

Corp. 
Fortis Inc. 14-G-

0319 
June-
2015 48.0% 44.0% 3/31/15

National Fuel Gas 
Distribution Corp. 

National 
Fuel Gas 
Company 

13-G-
0136 May-2014 48.0% 58.2% 3/31/14

Note: All equity ratios calculated for the parent were based on the     
available data for the quarter that ended immediately preceding the 
approval date of each specific case.   
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  While the Company cannot fully answer this question in its entirety   
  because this discovery request improperly requires the Company to  
  develop information and/or prepare a study for Staff, the Company can  
  address this question related to the three companies included in the  
  table.  It is true that the parent common equity ratio differed from  
  the 48.0% authorized in their most recent rate proceedings.  It is also  
  true that these common equity layers can be either above or below the  
  authorized 48.0%.   

 
  

3. No, National Fuel Gas Company will not restate its common equity 
balance for the quarter ended June 30, 2016 to reflect current oil and 
gas prices due to U.S. Securities and Exchange Commission (“SEC”) 
rules prohibiting that. 
 
Specifically, the rebuttal testimony states: 
 
 “Q.  If there is a ceiling test “cushion”, can the value of the Parent’s  
  assets be written up to reflect current pricing? 
 

A.  No, the ceiling test required by the SEC is a one-way street”   
         
        For further information, the Company Finance Panel’s rebuttal  
        testimony summarizes the SEC rules on oil and gas accounting and  
        includes Exhibit_(CFP-3) and Exhibit_(CFP-4) that provide additional  
          detail on these rules. 

  

4. Within Staff’s discussion of ring-fencing mechanisms, and in 
conjunction with their inclusion of how credit rating agencies view 
those types of mechanisms in evaluating a company’s credit rating, 
they make two statements that refer to the phrase “bankruptcy”.    

 
     On pages 37 and 38 of Staff’s testimony, they state the following: 
 

"The holder of the golden share would be independent of the 
Holding Company and its affiliates, and would prevent a bankruptcy 
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of the parent, or any of its affiliates, from triggering a voluntary 
bankruptcy of Distribution." 

 
 Additionally, on pages 38 and 39 of their testimony, Staff states the         
 following: 

 
Moody’s December 23, 2013 “Rating Methodology for Electric and 
Gas Utilities,” contained in Exhibit___(FP-6), states that, “The 
greatest separateness occurs where strong regulatory insulation is 
supplemented by effective ring-fencing provisions that fully 
separate management and operations of the OpCo (operating 
subsidiary) from the rest of the family and limit the parent’s ability to 
cause the OpCo to commence bankruptcy proceedings as well as 
limiting dividends and cash transfers.” 

 
With these comments, Staff raised the mere "specter" of bankruptcy in 
order to support the claim that a golden share was necessary.  A 
specter is defined as a ghost or something that haunts or perturbs the 
mind (a phantasm).Staff could not actually refer to a threat of 
bankruptcy because there isn't any. Consequently, there isn't any need 
for a golden share. 

 
5.  

a)  As the Company Finance Panel states in its rebuttal testimony on 
pages 14 through 19, Moody’s includes book capital structure in 
their financial analysis, but applies a small 7.5% weighting to it in 
their overall calculation of a company’s credit rating.  Also, S&P’s 
analysis for a regulated utility does not focus on capital structure.  
From a financial standpoint, S&P utilizes its Corporate Methodology 
(Exhibit__(CFP-7) which focuses cash flow metrics to assess the 
financial condition of a company.  
 
It is possible, that in the assessment of a company’s regulatory 
framework, its authorized capital structure used to determine the 
overall rate of return may be evaluated.  However, a company’s 
actual reported capital structure has little impact to Moody’s overall 
analysis and, based on S&P’s methodology, no impact in its 
analysis.      
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
b) Page 18 of the Company Finance Panel’s rebuttal testimony states, 

“there is limited emphasis placed on a company’s capital structure 
in the ratings process.  In fact, in their most recent credit opinions 
on NFG, neither firm has included a discussion of either ceiling test 
impairments or the Parent’s capital structure.  The only mention of 
the Parent’s capital structure is by Moody’s when it states the 
details of a covenant contained in the Parent’s committed credit 
facility.  See Staff Exhibit_(FP-8) and Exhibit_(FP-10) for Moody’s 
and S&P’s most recent credit opinions, respectively.” 

 
Additionally, we meet with the rating agencies annually, at a 
minimum, to review the Company’s business plans and financial 
forecast.  During these meetings, capital structure has not been a 
focus of our discussions or their overall analysis.  In fact, the 
Company has explicitly asked in early 2015, prior to the start of the 
recent ceiling test impairments, whether or not this would impact 
our rating on a standalone basis.  All three agencies advised the 
Company that capital structure carries little to no weight in their 
determination of our credit rating.  They indicated that cash flow 
and interest coverage metrics carry far greater weight. 
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 

Question 
 
 
Capital Budgeting and Piping Retirement 
  
1) Referencing page 50 of House’s rebuttal testimony, is it the Company’s 

common practice to add extra money to certain budget items like leak prone 
pipe removal to make up for shortfalls in other budget items? 

 
2) Identify the reasons for plastic, steel and iron piping retirements over the past 

three years? Specify the percentage of the total piping in each subaccount of 
account 376 that was retired in each manner identified. 

 
 
Response 
 
1) No.  The Company prepares its capital budget as outlined in its response to 

UFR-84.  For each budget area the Company forecasts spending levels that it 
will need to accomplish its goals and complete known  and anticipated work, 
based on historical spending and anticipated price changes.  To the extent that 
the anticipated work changes during the year, the Company may make 
adjustments in spending levels among the various budget areas. 

 
2) See attached. 
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DPS-226

Footage %
Active Corrosion 15001 - Mains Stl Bare Unprot 1,384      43.0% 1,906      55.3% 5,251      93.1%

15002 - Mains Pipe  Plastic 880         27.3% 1,112      32.3% 64           1.1%
15003 - Mains Pipe  Cast Iron 0.0% 430          12.5% 0.0%
15007 - Mains Stl Coated Prot 955         29.7% 0.0% 326         5.8%

3,219     3,448     5,641     
Cast Iron Replacement 15001 - Mains Stl Bare Unprot 1,925      4.0% 2,836      5.7% 7,026      13.6%

15002 - Mains Pipe  Plastic 1,114      2.3% 1,237      2.5% 1,066      2.1%
15003 - Mains Pipe  Cast Iron 43,698    91.7% 42,132    84.6% 39,988    77.4%
15004 - Mains Pipe  Wrgt Iron 138         0.3% 157          0.3% 2,716      5.3%
15005 - Mains Pipe  Epy-Fbr-Gl 10           0.0% 0.0% 0.0%
15007 - Mains Stl Coated Prot 772         1.6% 3,438      6.9% 848         1.6%

47,657   49,800   51,644   
Customer Interruptions - Water 15001 - Mains Stl Bare Unprot 25,760    82.2% 64,678    79.8% 68,075    75.3%

15002 - Mains Pipe  Plastic 3,351      10.7% 6,228      7.7% 7,840      8.7%
15003 - Mains Pipe  Cast Iron 1,890      6.0% 5,166      6.4% 650         0.7%
15004 - Mains Pipe  Wrgt Iron 39           0.1% 114          0.1% 0.0%
15007 - Mains Stl Coated Prot 316         1.0% 4,814      5.9% 13,888    15.4%
15008 - Mains Stl Coated Unpro 0.0% 73            0.1% 0.0%

31,356   81,073   90,453   
New Mains - Cust Extensions 15001 - Mains Stl Bare Unprot 0.0% 305         12.2%

15002 - Mains Pipe  Plastic 281          98.9% 1,702      68.3%
15003 - Mains Pipe  Cast Iron 0.0% 363         14.6%
15007 - Mains Stl Coated Prot 3              1.1% 121         4.9%

284         2,491     
Plastic Failure Replacement 15001 - Mains Stl Bare Unprot 1,310      14.3% 0.0% 0.0%

15002 - Mains Pipe  Plastic 7,742      84.6% 4,194      96.7% 3,733      100.0%
15007 - Mains Stl Coated Prot 94           1.0% 145          3.3% 0.0%

9,146     4,339     3,733     
System Improvement 15001 - Mains Stl Bare Unprot 10,633    54.5% 7,849      72.0% 2,970      46.4%

15002 - Mains Pipe  Plastic 2,515      12.9% 880          8.1% 366         5.7%
15003 - Mains Pipe  Cast Iron 75           0.4% 0.0% 1,546      24.1%
15004 - Mains Pipe  Wrgt Iron 2,159      11.1% 615          5.6% 892         13.9%
15007 - Mains Stl Coated Prot 4,144      21.2% 1,564      14.3% 629         9.8%

19,526   10,908   6,403     
Public Improvement 15001 - Mains Stl Bare Unprot 30,650    60.7% 17,649    63.5% 18,812    52.5%

15002 - Mains Pipe  Plastic 13,509    26.8% 4,915      17.7% 10,309    28.8%
15003 - Mains Pipe  Cast Iron 0.0% 88            0.3% 0.0%
15004 - Mains Pipe  Wrgt Iron 0.0% 0.0% 2,966      8.3%
15005 - Mains Pipe  Epy-Fbr-Gl 1,081      2.1% 0.0% 0.0%
15007 - Mains Stl Coated Prot 5,213      10.3% 5,126      18.5% 3,688      10.3%
15008 - Mains Stl Coated Unpro 0.0% 0.0% 42           0.1%

50,453   27,778   35,817   
Replacements 15001 - Mains Stl Bare Unprot 179,571  83.2% 184,567  86.0% 187,104  84.1%

15002 - Mains Pipe  Plastic 8,864      4.1% 7,065      3.3% 16,824    7.6%
15003 - Mains Pipe  Cast Iron 4,628      2.1% 5,864      2.7% 3,158      1.4%
15004 - Mains Pipe  Wrgt Iron 14,599    6.8% 5,987      2.8% 9,731      4.4%
15005 - Mains Pipe  Epy-Fbr-Gl 0.0% 168          0.1% 0.0%

Public Improvement Total

Retirements by Material Type and Reason

Active Corrosion Total

MaterialAppropriation Description
2013 2014 2015

Year

Cast Iron Replacement Total

Customer Interruptions - Water Total

New Mains - Cust Extensions Total

Plastic Failure Replacement Total

System Improvement Total
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15006 - Mains Stl Bare Prot 1,083      0.5% 3,241      1.5% 0.0%
15007 - Mains Stl Coated Prot 6,276      2.9% 7,624      3.6% 5,575      2.5%
15008 - Mains Stl Coated Unpro 696         0.3% 0.0% 43           0.0%

215,717 214,516 222,435 
Systematic Replacement 15001 - Mains Stl Bare Unprot 43,410    80.3% 126,642  85.7% 113,218  82.2%

15002 - Mains Pipe  Plastic 3,111      5.8% 8,401      5.7% 6,053      4.4%
15003 - Mains Pipe  Cast Iron 3,321      6.1% 3,524      2.4% 6,550      4.8%
15004 - Mains Pipe  Wrgt Iron 4,082      7.6% 6,134      4.1% 7,774      5.6%
15007 - Mains Stl Coated Prot 112         0.2% 2,924      2.0% 4,182      3.0%
15008 - Mains Stl Coated Unpro 0.0% 197          0.1% 0.0%

54,036   147,822 137,777 
Town / Village / Boro Reimb 15002 - Mains Pipe  Plastic 194         100.0%

194        
County Reimbursement 15007 - Mains Stl Coated Prot 101         

101        
State Reimbursement 15002 - Mains Pipe  Plastic 678         100.0%

15007 - Mains Stl Coated Prot 1,251      100.0%
678        1,251     

Other Reimbursement 15001 - Mains Stl Bare Unprot 724         24.5% 2,719      59.2% 0.0%
15002 - Mains Pipe  Plastic 1,208      40.8% 1,180      25.7% 1,465      83.1%
15007 - Mains Stl Coated Prot 1,029      34.8% 697          15.2% 298         16.9%

2,961     4,596     1,763     
Retire without Replace - Oth 15001 - Mains Stl Bare Unprot 46,993    76.0% 14,317    61.3% 23,388    56.9%

15002 - Mains Pipe  Plastic 7,152      11.6% 4,782      20.5% 7,048      17.2%
15003 - Mains Pipe  Cast Iron 2,283      3.7% 748          3.2% 2,692      6.6%
15004 - Mains Pipe  Wrgt Iron 240         0.4% 399          1.7% 3,060      7.5%
15007 - Mains Stl Coated Prot 5,009      8.1% 3,096      13.3% 4,851      11.8%
15008 - Mains Stl Coated Unpro 142         0.2% 0.0% 30           0.1%

61,819   23,342   41,069   
Grand Total 496,762 569,157 599,327 

Retire without Replace - Oth Total

Replacements Total

Systematic Replacement Total

Town / Village / Boro Reimb Total

County Reimbursement Total

State Reimbursement Total

Other Reimbursement Total
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 
Question 
 
 
  
On page 10 of Koch’s rebuttal, the Company states that the total estimated cost 
of the Barcelona project will be $60,000,000. Please explain the discrepancy 
between the $60,000,000 given in rebuttal and the $59,311,000 estimate in IRs 
DPS-65 and DPS-87. 
 
 
Response 
 
The estimate of $59,311,000 given in IRs DPS-65 and DPS-87 were based on 
estimated project costs as of April 2016. 
 
As responded to in DPS-158, after the system was implemented on May 9, 2016 
the company lowered its projected actual total capital costs from $65 million to 
$60 million. New York Distribution's 71% share of project costs results in $42.6 
million. Of the $42.6 million, $38.2 million was put in service as of May, 2016 with 
the remaining $4.4 million estimated to be put in service at March 31, 2017.  
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  Case 16-G-0257
National Fuel Gas Rates

Staff of the Department of Public Service 
Interrogatory/Document Request 

Request No.: 

Requested By: 

Date of Request: 

Reply Due Date: 

DPS-228 (SMA)

Scott McAdoo 

September 22, 2016 

September 27, 2016 

 

 

 

 

 

 

Witness: John J Spanos 

Subject: Depreciation Reserve, Average Service Life and Net Plant Model 
 

 

1. Has Gannett Fleming conducted depreciation studies for other New York utilities in the last 
five years? If so, identify each case. 

2. If Gannett Fleming has conducted depreciation studies for other New York utilities, has it 
recommended that the depreciation expense accrual be specifically tied out in that 
company’s net plant model used to set delivery rates? 

3. On page 20, starting on line 11 of Spanos’ rebuttal, the Company states that early vintage 
plastic piping are leak prone.  Does the Company agree that the plastic mains account 
should be divided into two subaccounts to reflect the retirement of the early vintage plastic 
piping? 

 
Response: 
 

1) Yes. The table below identifies recent depreciation studies performed by Gannett 
Fleming for other New York utilities. 

 

Company Depreciation Studies 

Consolidated Edison of NY 13-E-0030, 13-G-0031, 13-S-0032, 15-E-0050,  
16-E-0060, 16-G-0061 

New York State Electric & Gas / 
Rochester Gas and Electric 

15-E-0283, 15-E-0285, 15-G-0284, 15-G-0286 

Orange and Rockland 14-E-0493, 14-G-0494 

SUEZ New York 16-W-0130 

Central Hudson Electric and Gas 14-E-318, 14-G-0319 
 

2) Generally speaking, Gannett Fleming does not recommend Company practices for setting 
delivery rates of New York Utilities as compared to depreciation expense.  In many cases, 
the Depreciation Study is conducted at a different date so the depreciation rates are applied 
to the test year balance. 

 
3) First, on page 20, line 11 of Spanos Rebuttal, it is not stated that early vintage plastic piping 

are leak prone.  The testimony starting on Line 11 through 13, discusses replacement of 
plastic pipe for a variety of reasons. 
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Second, the Company does not agree that plastic mains should be divided into two 

subaccounts to reflect the retirement of early vintage plastic piping.  Plastic pipe is a 
homogeneous asset class and all forces of retirement should be considered, without isolating 
one factor of retirement.  Proper life estimation considers historical analyses as well as 
informed judgment.  In the case of plastic pipe, a full life cycle has not occurred as yet 
except for the early generation plastic.  There is no known information that is available to 
determine all of the potential forces of retirement during the full life cycle.  Life estimation 
does not only include physical life characteristics.  All knowledgeable sources at this time 
anticipate average lives for plastic to range from 50 – 70 years.  

 
 
Respondent Name (witness or panel):       
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 

Question 
On page 9 of Company witness Rizzo’s rebuttal testimony, he claims that the 
Staff Accounting Panel’s proposed adjustments to depreciation and uncollectible 
expense were not properly reflected in the current and deferred tax calculation 
included in Staff Exhibit (SAP-1), Schedule 3 of 10. 
 
Identify the specific corrections needed to Schedule 3 (Federal and State Income 
Tax) along with an explanation for each proposed change. 
 
 
Response 
 
As stated in my rebuttal testimony on page 9, Staff Accounting Panel’s proposed 
adjustments were not properly reflected in the current and deferred tax 
calculation included in Staff Exhibit_(SAP-1), Schedule 3 of 10. Specifically, 
Staff’s proposed adjustments for depreciation expense and uncollectibles 
expense should be included in this calculation as these adjustments impact the 
calculation of federal and state taxable income. 
 
Page 2 of this response correctly incorporates the proposed Staff adjustments for 
depreciation expense and uncollectibles expense. The actual tax depreciation 
expense has been calculated based on the Staff adjustment to reduce 
depreciable plant of ($3.629) million per Exhibit_(SGRP-7), Page 1.  This 
calculation has been included on page 3 of this response.  The proposed federal 
and state taxable income has been recalculated and is properly reflected as 
$11.4 million and $1.7 million, respectively. 
 
In addition, it was noted during this calculation that the operating income 
adjustments for Book Depreciation and Permanent Book Depreciation-FT were 
not properly labeled on Staff’s original Exhibit_(SAP-1), Schedule 3 of 10. The 
descriptions were reversed and the improper label would cause the deferred tax 
impact of the depreciation adjustment to be incorrect. These adjustment 
descriptions have been assigned properly and the deferred taxes accounted for 
correctly in the calculation on page 2 of this response. 
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Witness: Rizzo

Exhibit __ (SAP-1)
Schedule 3 of 10

National Fuel Gas Distribution Corporation 
PSC Case No. 16-G-0257 

For the Rate Year Ending March, 31 2018 
Federal and State Income Tax

(000's)

Per Company 
Original Filing

Staff 
Adjustments

As Adjusted 
by Staff Adj #

Revenue 
Requirement

As Adjusted by 
Staff After 
Increase

Staff 
Adjustments 
Not Reflected

NFG 
Adj #

As Adjusted by 
NFG to include 

all Staff 
Adjustments

Operating Income Before Income Taxes 39,442$             24,118$           63,561$          1,743$            65,304$            -$                    65,304$            

Operating Income Adjustments:

 Interest Expense (20,898)              (1,832)             (22,730)           -                      (22,730)             -                      (22,730)$           
  Cost of Retiring Property (3,339)                -                      (3,339)             -                      (3,339)               -                      (3,339)$             
  Permanent Book Depreciation - FT 4,800                 -                      4,800              -                      4,800                -                      4,800$              
  Book Depreciation 46,319               -                      46,319            -                      46,319              (5,218)             (A) 41,101$            
  Income Tax Depreciation (60,360)              -                      (60,360)           -                      (60,360)             1,512              (B) (58,848)$           
  Meal/Entertainment/Dues 86                      -                      86                   -                      86                     -                      86$                   
  Contributions in Aid of Construction 3,652                 -                      3,652              -                      3,652                -                      3,652$              
  Bad Debts - Net 183                    -                      183                 -                      183                   (1,829)             (C) (1,646)$             
  Capitalized Overheads 2,075                 -                      2,075              -                      2,075                -                      2,075$              
  Repairs & Maintenance (18,903)              -                      (18,903)           -                      (18,903)             -                      (18,903)$           
  Total Operating Income Adjustments (46,385)              (1,832)             (48,217)           -                      (48,217)             (5,535)             (53,752)             

Taxable Income (6,943)$              22,286$           15,344$          1,743$            17,087$            (5,535)$           11,552$            

adjust Federal Permanent Depreciation (4,800)                -                      (4,800)             -                      (4,800)               -                      (4,800)               
adjust: Federal Temporary Depreciation 60,360               -                      60,360            -                      60,360              (1,512)             58,848              
adjust: NYS Depreciation (65,088)              -                      (65,088)           -                      (65,088)             1,210              (D) (63,878)             
Total State Taxable Income (16,471)$            22,286$           5,816$            1,743$            7,559$              (5,837)$           1,722$              

State Income Tax @ 6.5% (1,071)$              1,449$             378$               9 113$               491$                 (379)$              112$                 

Income subject to Federal Income Tax (5,872)                20,838             14,966            1,630              16,595              (5,156)             11,440              

Federal Income Tax @ 35% (2,055)$              7,293$             5,238$            8 570$               5,808$              (1,804)$           4,004$              

Deferred Taxes
DSIT Capitalized Overheads  (UNICAP) (135)$                 -$                    (135)$              -$                    (135)$                -$                    (135)$                
DSIT Contributions in Aid of Construction (CIAC) (237)                   -                      (237)                -                      (237)                  -                      (237)                  
DSIT Bad Debts (12)                     -                      (12)                  -                      (12)                    119                 107                   
DSIT Accelerated Depreciation 1,220                 -                      1,220              -                      1,220                261                 1,480                
DSIT Repair & Maintenance 1,229                 -                      1,229              -                      1,229                -                      1,229                
DSIT - Excess DSIT Amortized over a 3 year period -                         (234)                (234)                10 -                      (234)                  -                      (234)                  
Subtotal State Deferred Income Taxes 2,065$               (234)$              1,831$            -$                    1,831$              379$               2,210$              

DFIT Capitalized Overheads  (UNICAP) (679)$                 -$                    (679)$              -$                    (679)$                -$                    (679)$                
DFIT Contributions in Aid of Construction (CIAC) (1,195)                -                      (1,195)             -                      (1,195)               -                      (1,195)               
DFIT Bad Debts (60)                     -                      (60)                  -                      (60)                    599                 539                   
DFIT Accelerated Depreciation 4,487                 -                      4,487              -                      4,487                1,206              5,693                
DFIT Repair & Maintenance 6,186                 -                      6,186              -                      6,186                -                      6,186                
Subtotal Federal Deferred Income Taxes 8,739$               -$                    8,739$            -$                    8,739$              1,804$            10,544$            

Total Income Taxes 7,678$               8,508$             16,186$          684$               16,869$            -$                    16,869$            

(A) - Per Staff Adjustment No. 6, Exhibit_(SAP-1), Schedule 6, Page 3
(B) - Per DPS-234, Page 3
(C) - Per Staff Adjustment No. 5f, Exhibit_(SAP-1), Schedule 6, Page 1
(D) - Per DPS-234, Page 3

DPS-234 Adjustments
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Witness: RizzoNATIONAL FUEL GAS DISTRIBUTION CORPORATION
NEW YORK DIVISION

DEPRECIATION EXPENSE CALCULATION PER STAFF PLANT ADJUSTMENT

Rate Year
3/31/2018 Fiscal 2017 Fiscal 2018

($000s)

Staff Adjustment:  Per Exhibit_(SGRP-7), Page 1 (3,629)          

Bonus depr 1,815           
 SL 3 yr 605              605              

Total Federal Depreciation 2,419           605              
Months 6                  6                  

Rate year - TME March 31, 2018 1,512            1,210           302              

NYS Depreciation
NYS SL 3yr 1,210           1,210           

Months 6                  6                  
Rate year - TME March 31, 2018 1,210            605              605              
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Account
Number Description Estimated Estimated

Total Depreciable Gas Plant BALANCE ASL Curve Book Res BALANCE ASL Curve ACCRUAL RATE ACCRUAL Theo Res BALANCE ASL Curve NS ACCRUAL RATE ACCRUAL Theo Res
Depreciable Plant Yr $ for March 31, 2018 Yr % $ $ for March 31, 2018 Yr % % $ $

303.00 Miscellaneous Intangible Plant 11,619,429 10 SQ 10,289,353 11,619,429 10 SQ 5.20 603,692 8,720,250 11,619,429 10 SQ 0 5.20 604,210 8,720,250
303.10 Miscellaneous Intangible Plant - Enterprise Software -- -- -- -- 47,180,000 10 SQ 10.00 4,718,000 7,491,300 43,550,769 10 SQ 0 10.00 4,355,077 7,491,300

Total Depreciable Plant 11,619,429 10 10,289,353 58,799,429 10 9.05 5,321,692 16,211,550 55,170,198 10 8.99 4,959,287 16,211,550

Production Plant

325.40 Rights of Way 334,326 55 H3.75 260,492 334,326 60 S4 1.67 5,583 217,209 334,326 60 S4 0 1.67 5,572 217,209
327.00 Compressor Station Structures 289,143 40 SQ 23,782 289,143 35 R5 3.15 9,096 61,340 289,143 35 R5 -10 3.15 9,108 61,340
328.00 Measuring and Regulating Station Structures 14,037 45 H3.25 15,925 14,037 50 R4 2.07 291 11,123 14,037 50 R4 -5 2.07 291 11,123
332.00 Field Lines 8,699,180 50 H2.75 10,125,886 8,711,337 58 R3 1.89 164,819 5,630,033 8,711,337 58 R3 -10 1.89 164,644 5,630,033
333.00 Compressor Station Equipment 1,126,792 25 H2.25 257,918 1,126,792 25 S2.5 4.20 47,325 472,038 1,126,792 25 S2.5 -5 4.20 47,325 472,038
334.00 Measuring and Regulating Station Equipment 4,823,053 30 H1.50 1,967,565 4,935,512 32 R0.5 3.59 177,086 1,947,768 4,935,512 32 R0.5 -15 3.59 177,370 1,947,768

Total Production Plant 15,286,532 41 12,651,568 15,411,147 43 2.62 404,200 8,339,511 15,411,147 43 2.62 404,310 8,339,511

Transmission Plant

365.20 Rights of Way 250,782 75 H3.50 152,677 250,782 80 R4 1.25 3,132 138,216 250,782 80 R4 0 1.25 3,135 138,216
366.20 Structures and Improvements 268,657 55 H2.00 193,571 268,657 60 R1.5 1.92 5,160 129,395 268,657 60 R1.5 -15 1.92 5,149 129,395
367.10 Mains - Excluding Cathodic Protection 11,894,813 60 H2.25 5,497,739 18,244,181 65 R2 1.85 337,152 4,636,593 18,244,181 70 R2 -20 1.71 311,975 4,636,593
367.20 Mains - Cathodic Protection 2,437,822 24 H2.25 1,089,401 4,154,597 25 S0.5 4.00 166,121 1,073,066 4,154,597 25 S0.5 0 4.00 166,184 1,073,066
369.00 Measuring and Regulating Station Equipment 2,112,831 35 H1.50 935,944 2,323,257 40 R1.5 2.87 66,794 919,287 2,323,257 40 R1.5 -15 2.87 66,677 919,287

Total Transmission Plant 16,964,906 50 7,869,332 25,241,475 54 2.29 578,359 6,896,557 25,241,475 55 2.19 553,120 6,896,557

Distribution Plant

374.20 Rights of Way 12,495,125 75 H3.50 3,141,770 13,259,366 80 R4 1.25 165,742 3,075,423 13,259,366 80 R4 0 1.25 165,742 3,075,423
375.00 Structures and Improvements 1,438,214 65 H2.50 684,542 1,494,640 70 R2.5 1.64 24,579 777,517 1,494,640 75 R2.5 -15 1.53 22,868 777,517

Mains
376.10 Cast Iron 961,585 73 H2.25 1,144,997 667,376 73 S1 2.16 14,393 883,432 667,376 73 S1 -55 2.16 14,415 883,432
376.20 Steel and other 1939 and before 4,067,757 73 H2.25 4,826,079 3,818,651 73 S1 2.17 82,917 5,062,899 3,818,651 73 S1 -55 2.17 82,865 5,062,899
376.20 Steel and other 1940 and after 162,578,713 53 H2.00 101,620,924 161,340,335 58 R1.5 2.67 4,301,333 115,740,699 161,340,335 58 R1.5 -55 2.67 4,311,681 115,740,699
376.30 Cathodic Protection 2,114,764 24 H2.25 914,251 2,305,422 25 S0.5 4.00 92,217 1,022,832 2,305,422 25 S0.5 0 4.00 92,217 1,022,832
376.40 Plastic 560,328,887 70 H3.00 224,233,121 614,762,064 60 R3 2.59 15,913,116 268,012,431 614,762,064 80 R3 -55 1.94 11,926,384 268,012,431

Total 376.00 730,051,705 332,739,372 782,893,849 20,403,976 390,722,293 782,893,849 16,427,562 390,722,293
377.00 Compressor Station Equipment 1,375,412 30 H2.50 1,055,007 1,375,412 35 S2.5 2.86 39,337 911,065 1,375,412 35 S2.5 0 2.86 39,297 911,065
378.00 Measuring and Regulating Station Equipment 14,989,457 35 H1.00 7,514,358 15,629,681 45 O1 2.66 415,935 4,747,742 15,629,681 45 O1 -20 2.66 415,750 4,747,742
380.00 Services 433,915,870 52 H1.25 127,240,926 466,851,960 55 R0.5 2.46 11,465,639 125,698,539 466,851,960 55 R0.5 -35 2.46 11,484,558 125,698,539
381.00 Meters 20,133,453 36 H3.00 5,422,150 23,234,481 36 S1.5 2.78 645,919 6,717,516 23,234,481 36 S1.5 0 2.78 645,402 6,717,516
382.00 Meter Installations 6,252,880 52 H1.25 2,100,146 6,252,880 55 R0.5 1.82 113,802 1,776,959 6,252,880 55 R0.5 0 1.82 113,689 1,776,959
384.00 House Regulator Installations 2,415,011 52 H1.25 981,159 2,415,011 55 R0.5 1.82 43,953 623,054 2,415,011 55 R0.5 0 1.82 43,909 623,054
385.00 Industrial Measuring and Regulating Station Equipment 20,560,990 45 H1.50 8,364,025 21,686,501 55 R1.5 2.18 473,633 7,133,885 21,686,501 55 R1.5 -20 2.18 473,160 7,133,885
387.00 Other Equipment 12,062 35 H3.50 (347) 12,062 38 R4 2.63 317 11,226 12,062 38 R4 0 2.63 317 11,226

Total Distribution Plant 1,243,640,181 51 489,243,108 1,335,105,843 54 2.53 33,792,832 542,195,219 1,335,105,843 56 2.23 29,832,254 541,417,702

General Plant

389.20 Rights of Way 284 75 SQ 263 284 60 R4 1.67 5 163 284 60 R4 0 1.67 5 163
390.10 Structures and Improvements - Large Structures 22,171,269 55 H1.50 2,293,881 23,634,958 65 R0.5 4.17 985,031 13,545,131 23,634,958 65 R0.5 -10 4.17 985,578 13,545,131
390.20 Structures and Improvements - Small Structures 2,093,731 20 H1.75 191,955 2,195,115 30 L0.5 3.66 80,407 932,660 2,195,115 30 L0.5 -10 3.66 80,341 932,660
390.30 Structures and Improvements - CACs Structures 574,954 369,746 593,402 55 R2 2.82 16,756 446,187 593,402 55 R2 -10 2.82 16,734 446,187
391.10 Office Furniture and Equipment - Furniture 918,420 25 SQ 541,720 547,420 25 SQ 4.00 21,897 303,783 547,420 25 SQ 0 4.00 21,897 303,783
391.20 Office Furniture and Equipment - Equipment 869,790 15 SQ 250,592 985,134 15 SQ 6.67 65,708 472,728 985,134 15 SQ 0 6.67 65,708 472,728
391.30 Office Furniture and Equipment - Computers 7,536,277 5 SQ 2,187,074 7,483,102 5 SQ 20.00 1,496,620 4,012,619 7,483,102 5 SQ 0 20.00 1,496,620 4,012,619
392.10 Transportation Equipment - Other 139,212 78,250 139,212 5 SQ 7.76 10,800 109,041 139,212 5 SQ 10 7.76 10,803 109,041
392.20 Transportation Equipment - Under 1 Ton 9,256,581 5,092,990 12,072,780 5 SQ 13.59 1,640,541 6,454,479 12,072,780 5 SQ 10 13.59 1,640,691 6,454,479
392.30 Transportation Equipment - Over 1 Ton 3,933,918 2,304,756 3,933,918 7 SQ 7.86 309,235 3,053,152 3,933,918 7 SQ 10 7.86 309,206 3,053,152
394.10 Tools and Work Equipment 5,282,005 25 SQ 1,319,317 5,038,192 25 SQ 4.00 201,528 2,092,721 5,038,192 25 SQ 0 4.00 201,528 2,092,721
394.20 Shop Equipment 447,660 25 SQ 169,736 418,810 25 SQ 4.00 16,752 262,530 418,810 25 SQ 0 4.00 16,752 262,530
394.30 Garage Equipment 6,275,773 25 SQ 1,597,105 6,130,793 25 SQ 4.00 245,232 2,814,473 6,130,793 25 SQ 0 4.00 245,232 2,814,473
396.00 Power Operated Equipment 7,623,137 15 SQ 2,630,946 10,402,705 10 SQ 7.49 778,771 2,700,439 10,402,705 10 SQ 20 7.49 779,163 2,700,439
397.00 Communication Equipment 2,625,855 10 SQ 482,133 3,527,366 10 SQ 10.00 352,737 1,344,753 3,527,366 10 SQ 0 10.00 352,737 1,344,753

Total General Plant 69,748,864 27 19,510,464 77,103,191 24 8.07 6,222,020 38,544,859 77,103,191 24 8.07 6,222,995 38,544,859

Excluded Intangible Plant and Nondepreciable Plant from Calculations 1,801,279 286,855 1,801,279 286,855 1,801,279 286,855

Total Depreciable Gas Plant 1,359,061,192 36 539,850,680 1,513,462,366 37 3.06 46,319,103 612,474,551 1,509,833,135 38 2.78 41,971,966 611,697,034

STAFF ProposedCurrent as of 12/31/15 NFG Proposed

  National Fuel Gas                 National Fuel Gas Distribution Corporation 
Case 16-G-0257
Depreciation Rates

Exhibit__(SGRP-7) 
Page 1 of 1

7070

D
PS-234

Page 4 of 4
W

itness: Rizzo

STAFF PROPOSED DEPRECIABLE GAS PLANT 1,509,833  
($000's)

NFG DEPRECIABLE  GAS PLANT 1,513,462

STAFF PLANT ADJ    (3,629)
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  DPS-235 
  Page 1 of 1 

 Witness: Weidner 
 

NATIONAL FUEL GAS DISTRIBUTION CORPORATION 
NEW YORK DIVISION 

RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 
 REQUEST FOR INFORMATION 

CASE 16-G-0257 
 
 

Question 
 
Re: Rebuttal Testimony of Pension and OPEB Expense 
 
 
 

1.) Please provide a copy of the revised actuary FAS 87 (Pension) and FAS 
106 (OPEB) projections referred to in rebuttal testimony of Company 
witness Weidner.  Include all supporting documentation and 
correspondence (e-mails, letters, memo, etc.). 
 

2.) Provide all notes, e-mails, letters, etc. that support the “consultation with 
the Company’s actuary” referred to in rebuttal testimony of Company 
witness Weidner. 
 

Response 
 

1.) Please see attached.  Please note that the initial update included 
the old return on Pension and OPEB asset assumptions of 7.25% and 
6.75%, respectively.  Subsequent to the initial update, as a result of our 
preparation for the fiscal year-end audit, we reviewed the actuarial 
assumptions (including asset return).  In the course of this review (and 
consultation with our actuary), it was determined that the likelihood that 
our independent financial auditing firm (PwC) would accept these returns 
for the 9/30/2016 audit was remote.  As such, it was determined that for 
purposes of both the 9/30/2016 fiscal year-end audit and the rate 
proceedings, the return assumptions on Pension and OPEB assets would 
be revised to 7.00% and 6.50%, respectively. 
 
2.) Please see response to #1 that is attached. 
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CONFIDENTIAL 
This information is CONFIDENTIAL and cannot be printed, 
emailed, distributed or otherwise divulged with persons 
who have not engaged in a Confidentiality Agreement 
with National Fuel Gas Distribution Corporation. 

SUBJECT TO PROTECTIVE ORDER IN NY PSC CASE 16-G-0257
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CONFIDENTIAL  DPS-237 
(FULL VERSION)  Page 1 of 1 
  Witness:  Crahen 

 
NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 

Question 
 

1. While referring to the implementation costs or savings (resulting from 
the implementation of operational audit recommendations in Case 13-
M-0314), page 12 of Mr. Crahen’s rebuttal testimony states, “[t]he 
direct testimony of Mr. Lavery, at 11 and 12, confirms there are no 
recommendations with implementation costs or benefits that will be 
implemented during the rate year.”  Please provide an accurate 
citation of where Mr. Lavery makes this statement in his testimony. 

 
2. While referring to the implementation costs or savings resulting from the 

implementation of operational audit recommendations in Case 13-M-
0449, page 20 of Mr. Crahen’s rebuttal testimony states, “Distribution 
agrees with Liberty and Staff that there are no savings to be achieved 
from this audit.” Please provide a citation for this declaration. 

 

Response 
 
Please refer to the direct testimony of Mr. Lavery. 
 
 

1. No recommendations with implementation costs or benefits were identified 
by Mr. Lavery, in his direct testimony pertaining to Case 13-M-0314. 
 
 

2. No recommendations with implementation costs or benefits were identified 
by Liberty Consulting. 
 
In addition, no recommendations with implementation costs or benefits 
were identified by Mr. Lavery, in his direct testimony pertaining to        
Case 13-M-0449. 
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  DPS-238 
  Page 1 of 3 
  Witness: Friedrich-Alf 

 
NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 

Question: 
 
 
 Provide a detailed breakdown of audit expenses that Distribution paid, from FY2005 
through FY2015, related to operational, or comprehensive management and 
operations audits of Distribution as authorized by the New York State Commission. 
Please indicate the case number (i.e., in case 13-G-0009, 13-M-0314, 13-M-0449, 
etc.), audit title, audit type (management or operational), the month/year the expense 
was paid, and Distribution’s portion of the actual audit expense (i.e., for the multi-
utility audits). 
 
Response: 
 
Distribution has paid three outside consultants for audits authorized by the New 
York State Public Service Commission: OCI Resources, Inc. (Focused 
Operations Audit Case 13-M-0314), Schumaker & Company Inc. 
(Comprehensive Management Audit Case 11-G-0580) and The Liberty 
Consulting Group Inc (Focused Operations Audit Case 13-M-0449).  As of 
September 26, 2016, there are still outstanding invoices for the Liberty 
Consulting Group Inc. as per the contract. 
 
The amounts paid by month through September 26, 2016 by consultant are 
provided on pages 2 and 3. 
 
 
Please note that Distribution did not have any payments from October 1, 2004 
(the beginning of fiscal 2005) until the first payment of June 2012 due to no 
audits being conducted by outside contractors as authorized by the New York 
State Public Service Commission. 
 
 Per the April 1, 2012 Status Report on Management Audits (Cases 08-M-0152, 
08-E-0827, 09-M-0764, 10-M-0551 and Case 11-G-0580) Management Audits 
pursuant to Section 66 (19) of the Public Service Law were reinvigorated in 2008.  
Therefore it is presumed that going forward the Commission will vigorously 
pursue management audits. 
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  DPS-238 
  Page 2 of 3 
  Witness: Friedrich-Alf 

 
NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 

Name Amount Date 

$6,456.91 Apr-14 Total 
$5,561.86 Jun-14 Total 
$9,830.59 Jul-14 Total 
$2,071.31 Aug-14 Total 
$9,977.30 Sep-14 Total 

$217.95 Oct-14 Total 
$1,623.64 Nov-14 Total 

$574.74 Dec-14 Total 
$4,268.65 May-15 Total 
$4,268.65 Oct-15 Total 

$134.99 Dec-15 Total 
OCI RESOURCES, INC Total $44,986.59 

$4,500.60 Jun-12 Total 
$81,942.88 Jul-12 Total 
$75,329.76 Aug-12 Total 

$9,318.63 Sep-12 Total 
$149,772.69 Oct-12 Total 
$79,939.11 Nov-12 Total 
$64,924.59 Dec-12 Total 
$62,183.60 Jan-13 Total 
$31,016.06 Feb-13 Total 
$19,603.55 Mar-13 Total 
$16,645.65 Apr-13 Total 
$15,597.78 May-13 Total 
$22,877.90 Jun-13 Total 
$77,721.08 Jul-13 Total 

$2,577.28 Aug-13 Total 
$72,432.00 Sep-13 Total 

SCHUMAKER & COMPANY INC Total $786,383.16 
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  DPS-238 
  Page 3 of 3 
  Witness: Friedrich-Alf 

 
NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 

$3,986.38 Nov-14 Total 
$5,980.39 Dec-14 Total 

$664.45 Jan-15 Total 
$3,774.98 Feb-15 Total 
$5,533.28 Mar-15 Total 
$5,359.52 May-15 Total 
$4,248.30 Jul-15 Total 
$3,861.29 Aug-15 Total 
$7,698.72 Sep-15 Total 

$151.82 Oct-15 Total 
$1,801.44 Jan-16 Total 

$545.70 Feb-16 Total 
$4,841.42 Mar-16 Total 

THE LIBERTY CONSULTING GROUP, INC Total $48,447.69 
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  DPS- 244 
  Page 1 of 2 
  Witness: Koch 

 
NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
 
Question 
  
1.Explain how the Company develops its depreciation expense filed on its monthly financial 
reports.  
 
2. Explain how the Company develops its depreciation expense filed on its PSC annual 
report.  
 
3. Does the Company agree that the purpose of the net plant model is to mimic its accounting 
practices in order to estimate future plant in service balances and depreciation expense? If 
not, explain why not.  
 
4. Explain how the annual capital budgets were allocated to the months in the net plant 
model.  
 
5. Kevin House’s rebuttal testimony (page 3) states that a net plant target does not consider 
the lag time in converting capital spending to plant in service. Did you consider such factors 
when you developed the monthly allocation factors to distribute the annual capital budgets in 
the Company’s plant in service model? If so, explain how.  
 
Response 
 
1. The depreciation expense filed on the Company's monthly and annual reports 
are per book numbers automatically calculated by PeopleSoft Asset Management 
(AM) Module using current Commission approved depreciation rates. Please refer to 
attachments A,B, and C for more detailed information maintained by the Company's 
Engineering Department on this process as it pertains to New York Distribution.  
 
2. See response to #1.  
 
3.  The purpose of the net plant model is to calculate a theoretic plant balance for 
ratemaking purposes. Many factors and inputs contribute to estimating a future plant 
in service balance and depreciation expense.  
 
As part of developing  ratemaking balances, the Company retains an outside 
consultant ("Gannet Fleming") to perform an in-depth depreciation study on the 
Company's behalf. As part of the depreciation study, Gannet Fleming developed  
depreciation rates, depreciation expense, and reserve for depreciation after 
examining the Company's assets and using expert industry knowledge. To calculate 
a ratemaking Average Net Plant requires monthly balances (1/2 month 1 to 1/2 
month 13). The Company's Net Plant model develops these monthly balances. 
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  DPS- 244 
  Page 2 of 2 
  Witness: Koch 

 
NATIONAL FUEL GAS DISTRIBUTION CORPORATION 

NEW YORK DIVISION 
RESPONSE TO DEPARTMENT OF PUBLIC SERVICE 

 REQUEST FOR INFORMATION 
CASE 16-G-0257 

 
However, due to model and methods of calculation differences, adjustments may be 
necessary in the Company's model to match to Gannet Fleming's rate year ending 
balances in which the Company utilizes as its Rate Year ending balances.  
 
4. The annual capital budgets are allocated to the months in the net plant model 
based on a monthly allocation percentage.  The monthly allocation percentage is 
developed using a 5 year average of the monthly capital spending. 
 
5.  When developing monthly allocation factors to distribute the annual capital 
budget in the Company's plant in service model, lag time in converting capital 
spending to plant in service is an intangible element that cannot be accurately 
forecasted. Therefore as a high level forecasting tool, the Company believes that 
developing monthly allocation factors based on historical capital spending is an 
appropriate approach.  
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DPS-244 
Attachment A 

National Fuel Gas Distribution & Supply Corporations 
PeopleSoft Proj ect Costing (PC) and A sset Management (AM)      Narrative & Internal Con trol Memo 

V. AM Module - Depreciation Process 

There are two ways in which the AM module depreciates assets.  Most assets are depreciated as part of a 
group depreciation.  Group depreciation categorizes all assets that will be depreciated at the same rate 
(percentage).  Some assets, such as tools and vehicles are depreciated using the unit depreciation method. 
A schedule is set up with the period the asset will be depreciated over. On a daily basis, management 
runs the depreciation process through the AM module. Depreciation is calculated systematically using the 
prior month end balance and the depreciation rate in the system, which updates the GL through the feed 
from AM module to the GL. Currently, our depreciation rates are obtained from the Gannet Flemming 
consultants.  Per discussion with management, depreciation rates in New York rarely change. 

Perform the following to determine the depreciation rate used to depreciate a specific asset class: 
Go - Manage Assets 
Use Asset Basic Information - Capitalize Projects 
Enter the Asset Identification Number 
The profile ID will state the group the asset belongs to for depreciation. 
Then, go to Use - Asset Book Definition - General 2 to determine the rate for that group of 
depreciation. 

To determine which general ledger account the depreciation expense and the asset was recorded in, use 
the Accounting Entry Template. 

K ey Controls 
• Depreciation is calculated systematically using the prior month end balance and the depreciation rate

in the system. 
• Management is responsible for running the depreciation process.
• Amounts are transferred into AM as soon as the in-service date is entered allowing depreciation to

begin on a timely basis. If the in-service date is entered retroactively, the system generates a prior
period adjustment for depreciation on prior months.

• The appropriate general ledger entries are generated for depreciation expense.
• Depreciation rates are periodically reviewed with NFG's consultants.
• Retirements are processed in a similar manner to projects.

Updated Project Costing Asset Management Narrative_MET.doc Page 6 of 8 
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                                                                                                                                                          DPS‐244    
                  Attachment B 

PeopleSoft AM Module – Depreciation Calculation Process 

 

Depreciation as used in accounting, is a method of distributing fixed capital costs over a period of time by 

allocating annual amounts to expense.  Each annual amount of such depreciation expense is part of that year’s 

total cost of providing utility service.  Normally the period of time over which the fixed capital cost is allocated 

to the cost of service is equal to the item’s service life.  The most prevalent method of allocation is to 

distribute an equal amount of cost to each year of service life.   

Group depreciation, which is utilized for our regulated entities, calculate depreciation using a flat rate %.  Flat 

rate is a form of the equal distribution method described above.  In NY Distribution, these rates are changed 

when there is a rate case or settlement and they are approved by the Commission.  The rates we are given and 

that we use to update the appropriate group assets are annual rates.  Depreciation is calculated on a monthly 

basis by taking the annual rate and dividing it equally over the twelve months. 

For additions and adjustments entered to member assets, depreciation will begin following month or the 

month after the asset went in‐service.  The same following month convention is used for retirements.  For 

transfers or recategorizations, depreciation is updated using an actual month convention, or the same month 

the transactions were entered into peoplesoft. 

The in‐service date for additions and adjustments is obtained from the project which the asset was installed 

on.  On larger projects there can be a delay between when the project is in‐service and when the assets are 

added to plant.  These delays can be, but are not limited to, completion report processing, mapping, and 

obtaining information required for unitization.  If this delay exceeds the following month convention, a PDP 

(Prior Depreciation Period) row is booked to the depreciation table to reflect the missed months of 

depreciation.  The total PDP is a retroactive entry for the depreciation that should have been booked in prior 

months, but was not due to the delay in unitization.  This total is calculated in the same way as monthly 

depreciation processing. 
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                                                                                                                                                           DPS‐244 
      Attachment C 

PeopleSoft AM Module – Depreciation Process 

 

There are two ways in which the AM module depreciates assets.  Most assets are depreciated as part of group 

depreciation.  Group depreciation categorizes all assets that will be depreciated at the same rate (percentage).  

Some assets, such as vehicles and Power Operated Equipment are depreciated using the unit depreciation 

method.  A schedule is set up with the period the asset will be depreciated over.  Some of these assets include 

an estimated salvage value.  On a daily basis, the depreciation process is run.  Monthly, asset depreciation is 

closed, accounting entries are generated and posted to the General Ledger. 

 

Group depreciation is used in our regulated entities.  Utilities have many different types of plant, which are 

classified into terms of property units, such as compressors, pipelines, and gas wells.  These in turn may be 

classified in terms of smaller items of property which may exceed millions of assets, acquired over the life of 

the utility.  It would be nearly impossible to maintain separate depreciation records for each property unit.  

Therefore, the Uniform Systems of Accounts have been developed which allow grouping of various kinds of 

units having similar characteristics or functions.  These groupings are referred to as mass property accounts.  

PeopleSoft's Asset Management module will automatically depreciate the asset group.  Each night group 

consolidation and depreciation is run, whereby standard programmed algorithms perform the calculation 

using the following month convention. 

 

The depreciation rates utilized in NY Distribution include a portion for our expected cost of removal that will 

be incurred when the asset is retired.  In essence our rates reflect the cost recovery for the asset installed and 

our future removal costs.   

 

In NY Distribution, these rates are changed when there is a rate case or settlement and they are approved by 

the Commission. 
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