SMECO Exh. __ (WSS-1)

Before The

Public Service Commission of Maryland

Case No.

Prepared Direct Testimony
Of
William Steven Seelye

On Behalf Of
Southern Maryland Electric Cooperative, Inc.

June 17, 2010



10

11

12

13

14

15

16

17

18

19

20

21

22

23

SMECO Exh. ___ (WSS-1)

I INTRODUCTION
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is William Steven Seelye and my business address is The Prime Group, LLC,
6001 Claymont Village Dr., Suite 8, Crestwood, Kentucky, 40014,
BY WHOM ARE YOU EMPLOYED?
I am a senior consultant and principal for The Prime Group, LLC, a firm located in
Crestwood, Kentucky, providing consulting and educational services in the areas of
utility marketing, regulatory analysis, cost of service, rate design and depreciation
studies.
ON WHOSE BEHALF ARE YOUR TESTIFYING?
I am testifying on behalf of Southern Maryland Electric Cooperative (“SMECO” or “the
Cooperative™).
WHAT IS THE PURPOSE OF YOUR TESTIMONY?
The purpose of my testimony is to sponsor the fully allocated class cost of service study
based on SMECO’s embedded cost of providing electric service for the 12 months ended
December 31, 2009,
PLEASE SUMMARIZE YOUR TESTIMONY.
The Cooperative’s fully allocated, embedded cost of service study was prepared using
industry standard cost of service methodologies similar to those used by other utilities in
Maryland. The purpose of this study is to determine the contribution that each customer
class is making toward SMECO’s overall rate of return. Rates of return are calculated for
each rate class. Based on the results of the cost of service study, SMECQ is proposing to

allocate its overall rate increase to rate classes so that the increase is both equitable and
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mitigates in part the rate subsidies that exist with the current rate structure. As will be
discussed in greater detail in Dr. Martin J. Blake’s direct testimony, the proposed
Customer Charge is designed to more accurately reflect the fixed costs of providing
electric service to each rate class.

I1. QUALIFICATIONS
PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND PRIOR
WORK EXPERIENCE.
I received a Bachelor of Science degree in Mathematics from the University of Louisville
in 1979. I have also completed 54 hours of graduate level course work in Industrial
Engineering and Physics. From May 1979 until July 1996, 1 was employed by Louisville
Gas and Electric. From May 1979 until December 1990, I held various positions within
the Rate Department of Louisville Gas and Electric. In December 1990, I became
Manager of Rates and Regulatory Analysis. In May 1994, T was given additional
responsibilities in the marketing area and was promoted to Manager of Market
Management and Rates. 1 left Louisville Gas and Electric in July 1996 to form The
Prime Group, LLC, with another former employee of the company. Since then, we have
performed cost of service studies, developed revenue requirements and designed rates for
over 150 investor-owned, cooperative and municipal utilities across North America. A
more detailed description of my qualifications is included in SMECO Exh. __ (WSS-
1), Attachment 1.
HAVE YOU EVER TESTIFIED BEFORE ANY STATE OR FEDERAL

REGULATORY COMMISSIONS?
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Yes. 1 have testified in over 50 regulatory proceedings in 11 different jurisdictions. A
listing of my testimony in other proceedings is included in SMECO Exh. _ (WSS-1),
Attachment 1.

III. COST OF SERVICE STUDY
DID YOU PREPARE A COST OF SERVICE STUDY FOR SMECO'S ELECTRIC
OPERATIONS BASED ON FINANCIAL AND OPERATING RESULTS FOR
THE 12 MONTHS ENDED DECEMBER 31, 2009?
Yes. I supervised the preparation of a fully allocated time-differentiated, embedded cost
of service study for electric operations. The cost of service study corresponds to the pro-
forma financial exhibits included in the testimony of Ms. Sonja Cox. All pro-forma
adjustments are therefore fully reflected in the cost of service study. The objective in
performing the cost of service study is to determine the contribution to TIER from each
customer class, which provides an indication as to whether SMECO's electric service
rates reflect the cost of providing service to each customer class.
DID YOU DEVELOP THE MODEL USED TO PERFORM THE COST OF
SERVICE STUDY?
Yes. 1 developed the spreadsheet model used to perform the cost of service study
submitted in this proceeding.
WHAT PROCEDURE WAS USED IN PERFORMING THE COST OF SERVICE
STUDY?
The three traditional steps of an embedded cost of service study are functional
assignment, classification, and allocation. The cost of service study was prepared using

the following procedure: (1) costs were assigned (2) cosis were functionally assigned
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(functionalized) to the major functional groups; (3) costs were then classified as
commodity-related, demand-related, or customer-related; (4) costs were assigned to the
costing periods; and (5) costs were allocated to the rate classes. Steps two through five

are depicted in the following diagram (Figure 1).

Functional Classification Time Differentiation Allocation
Assignment

Summer Peak
Costs

Winter Peak
Costs Residential

Demand

Procurement Non-Time
Costs Differentiated

Non-Time | ___| Small
Energy Differentiated Cékl

Summer Peak
Costs

Transmission Winter Peak
Demand

Costs Costs Large Power

Non-Time
Differentiated

Costs

Non-Time
Demand . .
Distribution Differentiated

Costs Customer Non-Time
Differentiated

— Other Groups

Cust./Spec. Non-Time
Assign. Differentiated

— Other

Figure 1
The following functional groups were identified in the cost of service study: (1)
Transmission, (2) Distribution Substation, (3) Distribution Primary Lines, (4)
Distribution Secondary Lines (5) Distribution Line Transformers, (6) Distribution
Services, (7) Distribution Meters, (8) Distribution Street and Customer Lighting, (9)
Customer Accounts Expense, (10) Customer Service and Information, and (11) Sales

Expense.
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IS THE COST OF SERVICE STUDY UNBUNDLED?
Yes.
HOW WERE COSTS CLASSIFIED AS ENERGY RELATED, DEMAND
RELATED OR CUSTOMER RELATED?
Classification provides a method of arranging costs so that the service characteristics
that give rise to the costs can serve as a basis for allocation. Costs classified as energy
related tend to vary with the amount of kilowatt-hours consumed. Costs classified as
demand related tend to vary with the capacity needs of customers, such as the amount
of transmission or distribution equipment necessary to meet a customer’s needs.
Transmission lines and distribution substations are examples of costs fypically
classified as demand costs. Costs classified as customer related include costs incurred
to serve customers regardless of the quantity of electric energy purchased or the peak
requirements of the customers and include the cost of the minimum system necessary
to provide a customer with access to the electric grid. As will be discussed later in
my testimony, costs related to Distribution Lines and Distribution Line Transformers
were classified as demand-related and customer-related using the zero-intercept
methodology. Distribution Services, Distribution Meters, Distribution Street and
Customer Lighting, Customer Accounts Expense, Customer Service and Information
and Sales Expense were classified as customer-related.
HAVE YOU PREPARED EXHIBITS SHOWING THE RESULTS OF THE
FUNCTIONAL ASSIGNMENT AND CLASSIFICATION STEPS OF THE

COST OF SERVICE STUDY?
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Yes. SMECO Exh. _ (WSS-1), Attachment 2, shows the results of the functional
assignment and classification steps of the cost of service study. As will be discussed
later in my testimony, once costs are functionally assigned and classified they are
then allocated to the rate classes. SMECO Exh.  (WS8S-1), Attachment 3, shows
the results of the allocation steps in the cost service study.
WHAT METHODOLOGIES ARE COMMONLY USED TO CLASSIFY
DISTRIBUTION PLANT?
Two commonly used methodologies for determining demand/customer splits of
distribution plant are the “minimum system” methodology and the “zero-intercept”
methodology. In the minimum system approach, “minimum™ standard poles,
conductor, and line transformers are selected and the minimum system is obtained by
pricing all of the applicable distribution facilities at the unit cost of the minimum size
plant. The minimum system determined in this manner is then classified as customer-
related and allocated on the basis of the number of customers in each rate class. All
costs in excess of the minimum system are classified as demand-related. The theory
supporting this approach maintains that in order for a utility to serve even the smallest
customer, it would have to install a minimum size system. Therefore, the costs
associated with the minimum system are related to the mumber of customers that are
served, instead of the demand imposed by the customers on the system.

In preparing this study, the “zero-intercept” methodology was used to
determine the customer components of overhead conductor, underground conductor,

and line transformers. Because the zero-intercept methodology is less subjective than
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the minimum system approach, the zero-intercept methodology is strongly preferred
over the minimum system methodology when the necessary data are available. With
the zero-intercept methodology, we are not forced to choose a minimum size
conductor or line transformer to determine the customer component. In the zero-
intercept methodology, a zero-size conductor or line transformer is the absolute
minimum system.

WHAT IS THE THEORY BEHIND THE ZERO-INTERCEPT
METHODOLOGY?

The theory behind the zero-intercept methodology is that there is a linear relationship
between the unit cost ($/ft or $/transformer) of conductor or line transformers and the
load flow capability of the plant, which is proportionate to the cross-sectional area of
the conductor or the kVA rating of the transformer. After establishing a linear

relation, which is given by the equation:
y=a+bx

where:
y is the unit cost of the conductor or transformer,
x is the size of the conductor (MCM) or transformer (kVA), and
a, b are the coefficients representing the intercept and slope,
respectively
it can be determined that, theoretically, the unit cost of a foot of conductor or

transformer with zero size (or conductor or transformer with zero load carrying
7
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capability) is a, the zero-intercept. The zero-intercept is essentially the cost
component of conductor or transformers that is invariant to the size (and load
carrying capability) of the plant.

Like most electric utilities, the feet of conductor and number of transformers
on SMECOQO’s system are not uniformly distributed over all sizes of wire and
transformer. For this reason, it was necessary to use a weighted regression analysis,
instead of a standard least-squares analysis, in the determination of the zero intercept.
Without performing a weighted regression analysis all types of conductor and
transformers would have the same impact on the analyses, even though the quantity
of conductor and transformers are not the same for each size and type.

Using a weighted regression analysis, the cost and size of each type of
conductor or transformer is, in effect, weighted by the number of feet of installed
conductor or the number of transformers. In a weighted regression analysis, the
following weighted sum of squared differences is minimized, where w is the
weighting factor for each size of conductor or transformer, and y is the observed

value and ¥ is the predicted value of the dependent variable:

P2

IS THE ZERO-INTERCEPT METHODOLOGY A STANDARD APPROACH
GENERALLY ACCEPTED WITHIN THE ELECTRIC UTILITY

INDUSTRY?
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Yes. The Electric Utility Cost Allocation Manual published by the National
Association of Regulatory Utility Commissioners (“NARUC”), January, 1992,
identifies the zero-intercept (or “minimum intercept™) as one of two standard
methodologies for classifying distribution fixed costs. NARUC’s Electric Utility
Cost Allocation Manual states that the zero-intercept method “requires considerably
more data and calculation than the minimum-size method. In most instances, it is
more accurate, although the differences may be relatively small.” (Id. at p. 92) The
Electric Utility Cost Allocation Manual provides the following instructions for

overhead conductor, underground conductor and transformers:

Account 365 — Overhead Conductors and Devices

- Determine minimum intercept of conductor cost per foot
using cost per foot by size and type of conductor weighted
by feet or investment in each category, and developing a
cost for the utility’s minimum size conductor.

Account 366 and 367 — Underground Conduit, and
Underground Conductors and Devices

- Determine minimum intercept of cable cost per foot using

cost per foot by size and type of cable weighted by feet of
investment in each category.

Account 368 — Line Transformers
- Determine zero intercept of transformer cost using cost per
transformer by type, weighted by number for each
category.

{Id. at pp. 92-94.)
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A recent text book on electric ratemaking written by Lawrence J. Vogt, P.E. titled
Electric Pricing: Engineering Principles and Methodologies (CRC Press, Taylor &
Francis Group, 2009) also identifies the zero-intercept methodology as a standard
approach for classifying distribution fixed costs as customer-related or demand-
related. Mr. Vogt states that “The minimum intercept or zero-intercept methodology
provides a rational basis for separating the cost of a device between its customer and
demand components.” (Jd. at p. 500.)
HAVE YOU PREPARED EXHIBITS SHOWING THE RESULTS OF THE
ZERO-INTERCEPT ANALYSIS?
Yes. The zero-intercept analysis for overhead conductor, underground conductor,
and line transformers are included in SMECO Exh. _ (WSS-1), Attachments 4, 5,
and 6.
IN YOUR COST OF SERVICE MODEL, ONCE COSTS ARE
FUNCTIONALLY ASSIGNED AND CLASSIFIED, HOW ARE THESE
COSTS ALLOCATED TO THE CUSTOMER CLASSES?
In the cost of service model used in this study, SMECO's costs are functionally
assigned and classified using what are referred to in the model as “functional
vectors.” These vectors are multiplied (using scalar multiplication) by the various
accounts in order to simultaneously assign costs to the functional groups and classify
costs. Therefore, in the portion of the model included in SMECO Exh. __ (WSS-1),
Attachment 2, SMECO's accounting costs are functionally assigned and classified
using the explicitly determined functional vectors of the analysis and using internally

10



10

11

12

13

14

15

16

17

18

19

SMECO Exh. _ (WSS-1)
generated functional vectors. The explicitly determined functional vectors, which are
primarily used to direct where costs are functionally assigned and classified, are
shown on pages 21 through 22. Internally generated functional vectors are utilized
throughout the study to functionally assign costs on the basis of similar costs or on
the basis of internal cost drivers. An example of this process is the use of total
operation and maintenance expenses to allocate cash working capital included in rate
base. Because cash working capital is determined on the basis of 3.56% (13 lag days)
of operation and maintenance expenses, exclusive of purchased power expenses, it is
appropriate to functionally assign and classify these costs on the same basis. (See
SMECO Exh.  (WSS-1), Attachment 2, pages 5 through 6 for the functional
assignment of cash working capital on the basis of OMLPP shown on pages 11
through 12.) The functional vector used to allocate a specific cost is identified by the
column in the model labeled *Vector” and refers to a vector identified elsewhere in
the analysis by the column labeled “Name”.

Once costs for all of the major accounts are functionally assigned and
classified, the resultant cost matrix for the major cost groupings (e.g., Plant in
Service, Rate Base, Operation and Maintenance Expenses) is then transposed and
allocated to the customer classes using “allocation vectors” or “allocation factors”.

This process is illustrated in Figure 2 below.

11
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ES Cost posed Allocated
Y _ Matrix Cost Costs
Account )
|::> Matrix

Steps 1 & 2 Matrix Step 3
Functional Inversion Allocation
Assignment
and
Classification
Figure 2

The results of the class allocation step of the cost of service study are included

in SMECO Exh. (WSS-1), Attachment 3. The costs shown in the column

labeled “Total System™ in SMECO Exh. (WSS-1), Attachment 3, were carried

forward from the functionally assigned and classified costs shown in SMECO Exh.

(WSS-1), Attachment 2. The column labeled “Ref” in SMECO Exh.

(WSS-1), Attachment 3, provides a reference to the results included in SMECO Exh.

(WSS-1), Attachment 2.

Please describe the key allocation factors used in the cost of service study.

The following allocation factors were used in the cost of service study:

-]

NCP — The demand cost component is allocated on the
basis of the maximum class demands for primary and
secondary voltage customers.

CNCP- The demand cost component is allocated on

the basis of the sum of individual customer demands for

12
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secondary voltage customers.
e (02 - The customer cost component of customer
services is allocated on the basis of the average number
of customers for the test year.
o (03 — Meter costs were specifically assigned by

relating the costs associated with various types of

meters to the class of customers for whom these meters

were installed.
HAVE YOU PREPARED AN EXHIBIT SHOWING THE DEVELOPMENT
OF THE DEMAND ALLOCATORS USED IN THE COST OF SERVICE
STUDY?
Yes. SMECO Exh. _ (WSS-1), Attachment 7, shows the development of the
demand allocation factors from SMECQO’s load research data used in the cost of
service study. KEMA, a firm that has a division specializing in load research
programs, provided results from SMECQO’s load research programrwhich were used to
develop the demand aliocation factors for the study.
PLEASE SUMMARIZE THE RESULTS OF THE COST OF SERVICE
STUDY.
The following tables (Table 1 and 2) summarize the rates of return for each customer
class before and after reflecting the rate adjustments proposed by SMECO. The

Actual Adjusted TIER was calculated as follows:

13
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Operating TIER = (Operating Margins + Interest on Long-Term Debt) /
Interest on Long-Term Debt.
Mortgage TIER = (Total Margins + Interest on Long-Term Debt) /
Interest on Long-Term Debt.
The adjusted net operating income and rate base reflect the pro-forma adjustments
discussed in Ms. Cox’s testimony. The Proposed TIER was calculated by including

the proposed increase as a part of margins in the TIER calculation shown above.

TABLE 1
Electric Class Operating TIER
Actual Adjusted Proposed

Customer Class Operating TIER | Operating TIER
”ﬁesidential Service - R 0.35 1.61

General Service Non-Demand - GS (.87 2.27

General Service Demand — GSD 1.29 2.47

Large Power — LP 2.12 2.77

Transmission Service — T 2.16 2.67

Security Yard Lighting ~ SYL 5.14 5.54

Street Lighting — SL 1.28 1.58

Pax River 4.57 4.57

Total System 0.69 1.88

TABLE 2
Electric Class Mortgage TIER
Actual Adjusted Proposed

Customer Class Mortgage TIER | Mortgage TIER

Residential Service — R 0.47 1.73

General Service Non-Demand — GS 0.99 2.39

General Service Demand — GSD 1.40 2.58

Large Power — LP 2.23 2.89

Transmission Service — T 2.28 2.79

Security Yard Lighting — SYL 5.26 5.66

14
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TABLE 2
Electric Class Mortgage TIER
Actual Adjusted Proposed
Customer Class Mortgage TIER | Mortgage TIER
Street Lighting — SL 1.40 1.70
Pax River 4.69 4.69
Total System 0.80 2.00

Determinations of the actual adjusted and proposed TIER are detailed in SMECO
Exh.  (WSS-1), Attachment 3, pages 19 and 20 and pages 21 and 22,
respectively.

DOES THE COST OF SERVICE STUDY PROVIDE INFORMATION
CONCERNING THE UNIT COSTS INCURRED BY SMECO TO PROVIDE
SERVICE UNDER EACH RATE SCHEDULE?

Yes. Customer-related, demand-related and energy-related costs for each rate class
are shown on pages 33 and 34 of SMECO Exh. ____ (WSS-1), Attachment 3.
Customer-related costs are stated as a cost per customer per month. Energy-related
costs are stated as a cost per kWh. For customers metered predominantly on a per
kWh basis, such as Residential - R, demand-related costs are stated as a cost per kWh.
For demand-metered customer classes such as Large Power (LP), demand-related
costs are stated as a cost per kW per month. The following table shows the customer-

related costs for each rate class assuming the same overall TIER for each class:

15
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Table 3
Customer-Related Costs
from the
Cost of Service Study
Customer
Related
Customer Class Costs
Residential — R $29.56
General Service Non Demand $30.48
General Service Demand $41.02
Large Power Service $160.36
Transmission Service $293.50

WERE THESE COSTS USED TO DEVELOP THE CUSTOMER CHARGES IN
SMECO’S PROPOSED RATES?

Yes. SMECO’s proposed rate design is discussed in Dr. Blake’s testimony. He used
unit costs in developing the proposed customer charges.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.

16
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QUALIFICATIONS OF WILLIAM STEVEN SEELYE

Summarv of Qualifications

Provides consulting services to numerous investor-owned utilities, rural electric cooperatives,
and municipal utilities regarding utility rate and regulatory filings, cost of service and wholesale
and retail rate designs; and develops revenue requirements for utilities in general rate cases,
including the preparation of analyses supporting pro-forma adjustments and the development of

rate base.

Emplovment
Senior Consultant and Principal

The Prime Group, LI.C
{Tuly 1996 to Present)

Provides consulting services in the areas
of tariff development, regulatory analysis
revenue requirements, cost of service,
rate design, fuel and power procurement,
depreciation studies, lead-lag studies, and
mathematical modeling.

Assists ufilities with developing strategic marketing
plans and implementation of those plans. Provides
utility clients assistance regarding regulatory policy
and strategy; project management support for
utilities involved in complex regulatory
proceedings; process audits; state and federal
regulatory filing development; cost of service
development and support; the development of
innovative rates to achieve strategic objectives;
unbundling of rates and the development of menus
of rate alternatives for use with customers;
performance-based rate development.

Prepared retail and wholesale rate schedules and
filings submitied to the Federal Energy Regulatory
Commission (FERC) and state regulatory
commissions for numerous of electric and gas
utilities. Performed cost of service or rate studies
for over 150 utilities throughout North America.
Prepared market power analyses in support of
market-based rate filings submitted to the FERC for
utilities and their marketing affiliates. Performed
business practice audits for electric utilities, gas
utilities, and independent transmission
organizations (1SOs), including audits of production
cost modeling, retail utility tariffs, retail utility
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billing practices, and [SO billing processes and

procedures.
Manager of Rates and Other Positions Held various positions in the Rate
Louisville Gas & Electric Co. Department of LG&E. In December 1990,
(May 1979 to July 1996) promoted to Manager of Rates and

Education

Regulatory Analysis. In May 1994,

given additional responsibilities in the marketing
area and promoted to Manager of Market
Management and Rates.

Bachelor of Science Degree in Mathematics, University of Louisville, 1979
54 Hours of Graduate Ievel Course Work in Industrial Engineering and Physics.

Associations

Member of the Society for Industrial and Applied Mathematics

Expert Witness Testimony

Alabama:

Colorado:

FERC:

Testified in Docket 28101 on behalf of Mobile Gas Service Corporation
concerning rate design and pro-forma revenue adjustments.

Testified in Consolidated Docket Nos. 01F-530E and 01A-531E on behalf of
Intermountain Rural Electric Association in a territory dispute case.

Submitted direct and rebuttal testimony in Docket No. EL02-25-000 et al.
concerning Public Service of Colorado’s furel cost adjustment.

Submitted direct and responsive testimony in Docket No. ER05-522-001
concerning a rate filing by Bluegrass Generation Company, LLC to charge
reactive power service to LG&E Energy, LLC.

Submitted testimony in Docket Nos. ER07-1383-000 and ER08-05-000
concerning Duke Energy Shared Services, Inc.’s charges for reactive power
service,

Submitted testimony in Docket No. ER08-1468-000 concerning changes to
Vectren Energy’s transmission formula rate.

Submitted testimony in Docket No. ER08-1588-000 concerning a generation
formula rate for Kentucky Utilities Company.
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Submitted testimony in Docket No. ER09-180-000 concerning changes to Vectren
Energy's transmission formula rate.

Testified in Docket No. 981827 on behalf of Lee County Electric Cooperative,
Inc. concerning Seminole Electric Cooperative Inc.’s wholesale rates and cost of
service

Submitted direct, rebuital, and surrebuttal testimony in Docket No. 01-0637 on
behalf of Central 1llinois Light Company (“CILCO™) concerning the modification
of interim supply service and the implementation of black start service in
cormection with providing unbundled electric service.

Submitted direct testimony and testimony in support of a settlement agreement in
Cause No. 42713 on behalf of Richmond Power & Light regarding revenue
requirements, class cost of service studies, fuel adjustment clause and rate design.

Submitted direct and rebuttal testimony in Cause No. 43111 on behalf of Vectren
Energy in support of a transmission cost recovery adjustment.

Submitted direct testimony in Cause No. 43773 on behaif of Crawfordsville
Flectric Light & Power regarding revenue requirements, class cost of service
studies, fuel adjustment clause and rate design.

Submitted direct and rebuttal testimony in Docket No. 05-WSEE-981-RT5S on
behalf of Westar Energy, Inc. and Kansas Gas and Electric Company regarding
transmission delivery revenue requirements, energy cost adjustment clauses, fuel
normalization, and class cost of service studies.

Testified in Administrative Case No. 244 regarding rates for cogenerators and
small power producers, Case No. 8924 regarding marginal cost of service, and in
numerous 6-month and 2-year fuel adjustment clause proceedings.

Submitted direct and rebuttal testimony in Case No. 96-161 and Case No. 96-362
regarding Prestonsburg Utilities’ rates.

Submitted direct and rebuttal testimony in Case No. 99-046 on behalf of Delta
Natural Gas Company, Inc. concerning its rate stabilization plan.

Submitted direct and rebuttal testimony in Case No. 99-176 on behalf of Delta
Natural Gas Company, Inc. concerning cost of service, rate design and expense
adjustments in connection with Delta’s rate case.
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Submitted direct and rebuttal testimony in Case No. 2000-080, testified on behalf
of Louisville Gas and Electric Company concerning cost of service, rate design,
and pro-forma adjustments to revenues and expenses.

Submitted rebuttal testimony in Case No. 2000-548 on behalf of Louisville Gas
and Electric Company regarding the company’s prepaid metering program.

Testified on behalf of Louisville Gas and Electric Company in Case No. 2002-
00430 and on behalf of Kentucky Utilities Company in Case No. 2002-00429
regarding the calculation of merger savings.

Subimitied direct and rebuttal testimony in Case No. 2003-00433 on behalf of
Louisville Gas and Electric Company and in Case No. 2003-00434 on behalf of
Kentucky Utilities Company regarding pro-forma revenue, expense and plant
adjustments, class cost of service studies, and rate design.

Submitted direct and rebuttal testimony in Case No. 2004-00067 on behalf of
Delta Natural Gas Company regarding pro-forma adjustments, depreciation rates,
class cost of service studies, and rate design.

Testified on behalf of Kentucky Utilities Company in Case No. 2006-00129 and
on behalf of Louisville Gas and electric Company in Case No. 2006-00130
concerning methodologies for recovering environmental costs through base
electric rates.

Testified on behalf of Delta Natural Gas Company in Case No. 2007-00089
concerning cost of service, temperature normalization, year-end normalization,
depreciation expenses, allocation of the rate increase, and rate design.

Submitted testimony on behalf of Big Rivers Electric Corporation and E.ON U.S.
LLC in Case No 2007-00455 and Case No. 2007-00460 regarding the design and
implementation of a Fuel Adjustment Clause, Environmental Surcharge, Unwind
Surcredit, Rebate Adjustment, and Member Rate Stability Mechanism for Big
Rivers Electric Corporation in connection with the unwind of a lease and purchase
power transaction with EON U.S, LLC.

Submitted testimony in Case No. 2008-00251 on behalf of Kentucky Utilities
Company and in Case No. 2008-00252 on behalf of Louisville Gas and Electric
Company regarding pro-forma revenue and expense adjustments, electric and gas
temperature normalization, jurisdictional separation, class cost of service studies,
and rate design.

Submitted testimony in Case No. 2008-00409 on behalf of East Kentucky Power
Cooperative, Inc., concerning revenue requirements, pro-forma adjustments, cost
of service, and rate design.
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Submitted testimony in Case No. 2009-00040 on behalf of Big Rivers Electric
Corporation regarding revenue requirements and rate design.

Submitted testimony on behalf of Columbia Gas Company of Kentucky in Case
No. 2009-00141 regarding the demand side management program costs and cost
recovery mechanism.

Submitted testimony in Case No. 2009-00548 on behalf of Kentucky Utilities
Company and in Case No. 2009-00549 on behalf of Louisville Gas and Electric
Company regarding pro-forma revenue and expense adjustments, electric and gas
temperature normalization, jurisdictional separation, class cost of service studies,
and rate design.

Submitted testimony in Case No. 2010-00116 on behalf of Delta Natural Gas
Company in Case No. 2007-00089 concerning cost of service, temperature
normalization, year-end normalization, depreciation expenses, allocation of the
rate increase, and rate design.

Submitted direct and rebuttal testimony in Case No. 03-10001 on behalf of
Nevada Power Company regarding cash working capital and rate base
adjustments.

Submitted direct and rebuttal testimony in Case No. 03-12002 on behalf of Sierra
Pacific Power Company regarding cash working capital.

Submitted direct and rebuttal testimony in Case No. 05-10003 on behalf of
Nevada Power Company regarding cash working capital for an electric general
rate case,

Submitted direct and rebuttal testimony in Case No. 05-10005 on behalf of Sierra
Pacific Power Company regarding cash working capital for a gas general rate
case.

Submitted direct and rebuttal testimony in Case Nos. 06-11022 and 06-11023 on
behalf of Nevada Power Company regarding cash working capital for a gas
general rate case.

Submitted direct and rebuttal testimony in Case No. 07-12001 on behalf of Sierra
Pacific Power Company regarding cash working capital for an electric general
rate case.

Submitted direct testimony in Case No. Docket No. 08-12002 on behalf of
Nevada Power Company regarding cash working capital for an electric general
rate case.
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Nova Scotia: Testified on behalf of Nova Scotia Power Company in NSUARB — NSPI - P-887

Virginia:

regarding the development and implementation of a fuel adjustment mechanism.

Submitted testimony in NSUARB — NSPI - P-884 regarding Nova Scotia Power
Company’s application to approve a demand-side management plan and cost
recovery mechanism.

Submitted testimony in NSUARB - NSPI — P-888 regarding a general rate
application filed by Nova Scotia Power Company.

Submitted testimony on behalf of Nova Scotia Power Company in the matter of
the approval of backup, top-up and spill service for use in the Wholesale Open
Access Market in Nova Scotia.

Submitted testimony in NSUARB — NSPI - P-884 (2) on behalf of Nova Scotia
Power Company’s regarding a demand-side management cost recovery
mechanism.

Submitted testimony in Case No. PUE-2008-00076 on behalf of Northern Neck
Electric Cooperative regarding revenue requirements, class cost of service,

jurisdictional separation and an excess facilities charge rider.

Submitted testimony in Case No. PUE-2009-00029 on behalf of Old Dominion
Power Company regarding class cost of service, jurisdictional separation,
allocation of the revenue increase, general rate design, time of use rates, and
excess facilities charge rider.

Submitted testimony in Case No. PUE-2009-00065 on behalf of Craig-Botetourt
Electric Cooperative regarding revenue requirements, class cost of service,

jurisdictional separation and an excess facilities charge rider.
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SOUTHERN MARYLAND ELECTRIC cooperaTive SMECO Exh. _ (WSS-1)

Attachment 4
Zero Intercept Analysis Page 1o0f2
Account 365 - Overhead Conductor
December 31, 2009
Unit Cost
Slze Cost Quantity (3 per Unit}
1/0. ACSR 106 800 118.154.94 1167388 05 010207
1/0, HDBC 105 800 141,792 59 256632 0 55251
2, ACSR 66,350 5,317.665 85 7B59572 0 67658
2. ACWD B6 360 84,406 85 103399 081632
2, HDBC 66.360 9,868 31 272561 025641
2, TBWP B6 360 13,228 14 34791 038018
2/0#7, HPBC 133 100 46.548 07 108220 0 43013
210, ACSR 133,100 4655414 28 5411264 0 86217
316, AAWD 84 645 414 M 2225 0.18607
336 4MCM, ASCR 336400  19.018.357 13 10478647 3 1 B1480
4. ACSR 4% 740 420,211 41 3515419 011953
4, ACWD 41740 178,040 .42 987177 8 0.18126
4, HDBC 41740 114,905.02 1150408 5 0 09653
410 7 strand, HDBC 211 600 195.811.14 186013 105257
4/0. ACSR 211 600 116,365 85 355816 032704
4{0, TBWP 211.600 118,836 78 96473 123181
477, AGSR 477 000 1,123,387 18 405619 2 76956
& & under, ACWD 26 240 9B1.830.26 9844138.85 009974
6, HDBC 26 240 120,695 22 1394171.1 0 0B557
7 #9, AL 21 375 207623 1702 121088
§ 32.847.928.B0 43.672.635
Seelye Exhibit 4

Pagetof2



SOUTHERN MARYLAND ELECTRIC cooperaTive SMECO Exh. __ (WSS-1)

Weichted Linear Regression Statisties

Size Coefficient (§ per MCM)
Zero intercept ($ pet Unif)

R-Square

Plant Classification
Total Number of Units
Zero Inlercept
Zero inlercept Cost
Total Cost of Sample
Percentage of Tolal
Fercentage Classified as Customer-Related

Percentage Classified as Demand-Relaled

Zero Intercept Analysis

Account 365 ~ Overhead Conductor

December 31, 2009

Standard
Estimate Error
00053288 0.0003438
00410463 0.0631682
08677107
43,672,635
0.0418463

3 1.6531,908
$  32,B47.828

0 055769303
5.55%
l 94.42%'

Attachment 4
Page 2 of 2

Seelye Exhibit 4
Page 2 of 2



SOUTHERN MARYLAND ELECTRIC COOPERATIVEECO Exh. ___ (WSS-1)

Attachment 5
Zero Intercept Analysis Page 1 of 2
Account 367 -- Underground Conductor
December 31, 2009

Description Size Cost Quantity
Cable: #4 41740 2,475.79 5659
Cable: #5 26 240 10.52 66
Cable: #8 16.510 348.18 1211
Cable: 15KV, #2 66.360 13,276.68 5119
Cable: 15KV, #2, ANA 66.360 7,365.32 60855
Cable: 15KV, 1/0, 220 MiL, jackete 06600  53,831,13587 14032218.35
Cable: 15KV, 1/0, AL 105600 14,867,664.07 7441012 5
Cable; 15KV, 1/0, AL, iacketed 105 600 363,164.64 146825
Cable: 15KV, 1/0, AWC, thermo 105600 1,775,756.34 1820161
Cable: 15KV, 1000MCM, 220 MIL, ERP 1,000.000 3,334,519.96 2602715
Cable: 15KV, 350MCM, AL 350000 6,441,646 14 634442
Ceble: 15KV, S00MCM 500.060 2,561,001.08 193755
Cable: 15KV, 750MCM, 220 MiL 750 000 1,572,487 76 182744
Cable: 15KV, 750MCM, 220 MIL, EPR 750 000 10,610,419 22 1129956.5
Cable: 15KV, 750MCM, Al 750000 2,516,450 32 873673
Cable: 15KV, 750MCM, jacketed 750.000 2,451,018 96 295089

100,448,732 27,028,288

Seelye Exhibit 5
Page 1of 2



SOUTHERN MARYLAND ELECTRIC COOPERATIVELECO Exh. __ (WSS-1)

Attachment 5
Zero Intercept Analysis Page 2 of 2
Account 367 -- Underground Conductor
December 31, 2009
Weighted Linear Rearession Stafistics
Standard
Estimate Error
Size Coefficient ($ per MCM) 0.0077894 0.002221
Zero Intercept {$ per Unit) 22994880 0 610669
R-Square (1 B480S04
Plant Classification
Total Numnber of Feet 27,028,288
Zero inlercept 22984880
Zero Intercept Cost F 62,151,485
Total Cost of Sample 3 100,448,732
Percentage of Total 0.618738473
Percentage Classified as Customer-Related I 61.87%]|
Percentage Classified as Demand-Related | 38.13%]|
Seelye Exhibit 5

Page 2 of 2




SOUTHERN MARYLAND ELECTRIC COOPERATIVE SMECO Exh. — (WSS-1)

Attachment 6
Zero Intercept Analysis Page 1 of 2
Account 368 -- Line Transformers
December 31, 2008

Skze Unit

Description KVA Cost Quantity Cost
7 S5KVA & under 75 170.765 B2 22215 3 75 87
10-15KVA 100 7.831.465 81 212815 % 367 55
10-15KVA. underground 00 138,998 33 384 5 341.14
25.50KVA 250 7.023.247 17 11857 & 592 33
25-50KVA. pad mount 250 31,707,694 57 188805 B 1,678.39
25-50KVA, underground 250 2,885,738 07 5228 § 551 98
TH-1508VA, 750 845785 42 &005 & 1.413 46
75KVA, pad mount 750 2,5870429.47 7045 % 3,648 59
100KVA, pad mounl 100.0 2,959.807 17 1110 % 2,675 50
100KVA, subsiation se 1000 4,037.31 ] 1.34577
150KVA. pad mount 1500 3,015.210.05 620 % 4 B63.24
150KVA, underground 150 0 5%,195.34 33 § 1.551.37
16TKVA 1687 0 218.111.04 164 5 1.416 .31
16TKVA, pad mount 167.0 1,820.561 68 514 % 3.542 14
225KVA, pad mount 2250 2.052.553 44 282 % 7.278.70
300KVA. pad mount 3000 282270126 448 § 6,300 67
S00KVA 500 0 222.854.77 43 & 518360
S5DOKVA, pad mount 500 0 2.833,357 61 B70 § 3,286.78
BBTKVA 667 0 7.667 01 8 5 958 38
THEOKVA, pad mount 750 0 2,443,202 47 196 § 10,834 71
1000KVA, pad mount 1.000 0 974,057 .07 94 3 10.362 31
150DKVA, pad maunt 1,65000 414,438 50 42 § 9,867 58
20DOKVA. pad mouni 2,000 0 257,838 0D 14 5 18,138 43
2500KVA, pad mount 25000 405 B5E 69 12 3 33.824 89

$ 73,392,935 83 65,601
Seelye Exhibit 6

Page 1of 2




SOUTHERN MARYLAND ELECTRIC COOPERATIVE SMECO Exh. __ (WSS-1)

Attachment 6
Zero Intercept Analysis Page 2 of2
Account 368 - Line Transformers
December 31, 2009
Weighted Linear Reqression Statistics
Standard
Estimate Error
Size Coefficient {5 per KVA) 10 39700888 1713164897
Zero Intercept (5 per Transformer) 71102043 188 3237338
R-Square 0 778385945
Plant Classification
Total Nurmber of Transformers 85.60%
Zero Inlercept 711.02043
Zero Inlercept Cost 3 46,643,205 72
Total Cost of Sampie 73,392,935 03
Percentage of Totai 63 55%
Percentage Classified as Customer-Related | 63.55%]
Percentage Classified as Demand-Related | 36,45%|
Seelye Exhibi 6

Page 2 0f 2




SMECO Exh. __ (WSS-1)

Attachment 7

Pagelofl

UIOISIAC) YDIEBSEY PECT WNIN AQ PAPIACL BIEG

LED'SLE SLTGBPE BRE00E LTLEPR'0OT J3AlY xed
S/6'8T S/6'BT 605'F 696°EES’S Bunyipy eans
Zop2T ZOv'ZT 896°C Z12°289'E Sunyfn paej Aunaag
S08°CE £19'BT £89°%T OI8'LT8°E uo|ssjusuRd]
SRS°ZZY 0.8'99¢ LPR'POE 8.8'2LL°28T Bmod s
SEL'BES'T PS6'6Y6'T T66°LbE'T 8/5'96.°818 PUBLLIZQ) BAAIBG (RIDUBE
PET09S YIV'LLE #99'68¢ EPYELT 60T PUBMISY UON B3IMIBS [BIBUBS
BOE'LL5TT LLS'TOS'S 9LEDPE'S $59°EE0BYTT [2|3uap|say
spueuaq yEdd JUapaulol-uonN Jyead JUappuUIn) adensn ymy
JBWOISNY |ENRIAIPU] JO LURG ' o
LBIB(] YIIEDSSY PEOT LLOL) S101830{|Y PUBLIDG JO AJELIWNG
sAiEIado0? 311103]3 PUBIAIRIN HISYINOS




