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that the 2022 value is significantly higher than it has been in previous years. The nature 

2 of the costs recorded in Outside Services expense can vary from year to year. Therefore, 

3 the amount from one 12-month period may not be representative of costs on an ongoing 

4 basis. Therefore, I believe it is appropriate to normalize these costs to prevent an 

5 overstatement in rates. 

6 Hence, I am recommending using the average of the amounts for the three years 

7 2020 through 2022. This results in an adjustment of $18,695 to O&M expenses, as 

8 shown on Schedule JLR-10. 

9 Taxes 

10 Q. WHAT ADJUSTMENT ARE YOU RECOMMENDING TO TAXES? 

11 A. The Company has utilized a state income tax rate of 9.99 percent. Per Act 53 of 2022,

12 however, the state corporate net income tax rate beginning January 1, 2023, will

13 decrease to 8.99 percent.2 I have adjusted the tax values, accordingly, as shown in

14 Schedules JLR-4 and JLR-5. In addition to this adjustment, note that 8.99 percent state

15 income tax rate is used throughout my calculations wherever a state income tax rate is

16 applicable.

17 I11terest Sy11chro11izatio11 

18 Q. 

19 

PLEASE EXPLAIN YOUR INTEREST SYNCHRONIZATION 

ADJUSTMENT. 

20 A. 

21 

22 

23 

To determine the tax-deductible interest expense for ratemaking, I have multiplied the 

OCA's recommended rate base by the weighted cost of debt included in the capital 

structure recommended by the Company. This procedure synchronizes the interest 

expense deduction for tax purposes with the interest component of the return on rate 

2 See Act of July 8, 2022, P.L. 513, No. 53, amending Tax Refonn Code of 1971. Available at: 

https://www.legis.state.pa.us/cfdocs/legis/li/uconsCheck.cfm?yr=2022&sessTnd=O&act=53
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Docket No. R-2022-3032764

Schedule JLR - 1

Page 1 of 2

Gas Cost of Service

For the Future Test Year Ended March 31, 2023

Line 

No. Description

Company 

Amounts at 

Present Rates

OCA 

Adjustments

Amounts After 

OCA 

Adjustments

Pro Forma 

Change in 

Revenues

Amounts After 

Change in 

Revenues

1 Operating Revenues

2 Sales of Gas - Base Rate Revenue 2,090,000       -                  2,090,000       585,327          2,675,327       
3 Other Operating Revenues -                  -                  -                  -                  -                  

4 Total Operating Revenues 2,090,000$     -$                2,090,000$     585,327$        2,675,327$     

5

6 Operating Expenses

7 Purchased Gas Expense 887,400          -                  887,400          -                  887,400

8 Other Operation and

9      Maintenance Expense 619,300          (40,221)           579,079          -                  579,079

10

11

12 Depreciation & Amortization Expense 276,500          (9,894)             266,606          -                  266,606

13
14 Taxes other than Income 21,100            -                  21,100            -                  21,100

15 Total Operating Expenses 1,804,300$     (50,115)$         1,754,185$     -$                1,754,185$     

16

17 Operating Income Before Income Taxes 285,700          50,115            335,815          585,327          921,142          

18 State Income Tax (800)                7,217              6,417              52,621            59,038            

19 Federal Income Tax (1,500)             15,110            13,610            111,868          125,478          

20
21 Operating Income after Taxes 288,000$        27,788$          315,788$        420,838$        736,626$        

22
23 Rate Base 10,864,800$   9,790,576$     9,790,576$     

24
25 Rate of Return 2.65% 3.23% 7.52%

Leatherstocking Gas Company LLC
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Schedule JLR - 1

Page 2 of 2

Leatherstocking Gas Company LLC

Summary of Revenue Increase at OCA Rate of Return

For the Twelve Months Ended March 31, 2023

Line 

No. Description Amount Source

1 Adjusted Rate Base 9,790,576$         Schedule JLR-2, Page 1

2 Required Rate of Return 7.24% Schedule JLR-12

3

4 Net Operating Income Required 708,838$            

5 Net Operating Income at Present Rates 288,000              Schedule JLR-1, Page 1

6

7 Income Deficiency/(Surplus) 420,838$            

8 Revenue Multiplier 1.390861  

9
10 Required Change in Company Revenue 585,327$            

11

12 Proposed Revenue Change 585,327$            

13 Less: State Income Tax @ 8.99% 8.99% 52,621$              

14

15 Income Before Federal Taxes 532,706$            

16 Federal Income Tax @ 21.0% 21.00% 111,868

17
18 Net Income (Surplus)/Deficiency 420,838

19

20

21 Retention Factor:

Company 

Retention 

Factor 
1/

Retention Factor 

with Revised 

State Income Tax 

22 Additional Revenue 100.0000 100.0000

23 Less: State Income Tax 9.9900 8.9900

24 90.0100 91.0100

25 Less: Federal Income Tax @ 21% 18.9021 19.1121
26 Retention Factor 71.108 71.898

27

28 1.0000 1.0000

29 0.7111 0.7190

30
31 1.4063 1.3909

Note:

1/ Company Exhibit G-4, Summary, Page 2
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Schedule JLR - 2

Page 1 of 2

Leatherstocking Gas Company LLC

Summary of Rate Base

For the Twelve Months Ended March 31, 2023

Line 

No. Description

Amount per 

Company 

Filing

OCA 

Adjustments

Amount After 

OCA 

Adjustments

1 Utility Plant 

2 Gas Plant in Service 12,247,900     (471,790)      11,776,110     

3 General Plant allocated from Corning Gas (Net)143,900          -                   143,900          
4 CWIP not taking interest 607,300          (607,300)      -                     

5 Total Utility Plant 12,999,100$   (1,079,090)$ 11,920,010$   

6

7 Utility Plant Reserves

8 Accumulated Provision For Depreciation

9      Gas Plant in Service 752,300          (9,894)          742,406          

10      Accelerated Depreciation 750,700          -                   750,700          

11 Total Utility Plant Reserves 1,503,000$     (9,894)$        1,493,106$     

12 -                     

13 Net Plant 11,496,100     (1,069,196)   10,426,904     

14
15 Additions to Net Plant

16 Working Capital Requirements:
17 Cash Working Capital 75,800            (5,028)$        70,772            

18 Materials and Supplies 18,000            -               18,000            

19 Prepayments 5,800              -               5,800              

20 Regulatory Assets (Net of Tax) -                 -               -                 

21 Total Additions 99,600$          (5,028)$        94,572$          

22

23 Deductions to Net Plant

24 Regulatory Liabilities (Net of Tax) -                 -               -                 

25 Customer Deposits -                 -               -                 

26 Accumulated Deferred Income Taxes 730,900          -               730,900          

27 Total Deductions 730,900$        -$             730,900$        

28
29 Gas Rate Base 10,864,800$   (1,074,224)$ 9,790,576$     



Docket No. R-2022-3032764

Schedule JLR - 2

Page 2 of 2

Line 

No. Description Amount

1 Rate Base per Company Filing Schedule JLR-2, Page 1 10,864,800$    

2

3 OCA  Adjustments:

4 Adjustment to Remove CWIP Not Taking Interest Schedule JLR- 7 (607,300)          

5 Adjustment to Cash Working Capital Schedule JLR- 6 (5,028)             

6 Remove Post March 2023 Plant Additions Schedule JLR- 8 (461,896)          

7

8    Total Ratemaking Adjustments (1,074,224)$     

9

10 Adjusted Rate Base per OCA 9,790,576$      

For the Twelve Months Ended March 31, 2023

Leatherstocking Gas Company LLC

Summary of Rate Base Adjustments

Source
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Schedule JLR - 3

Page 1 of 2

Leatherstocking Gas Company LLC

Summary of Adjustments to Income Before Income Taxes

For the Twelve Months Ended March 31, 2023

Line 

No. Description Amount Source

1 Operating Income per Company 288,000$        Schedule JLR- 1

2

3 OCA  Adjustments:

4 Adjustment to State Income Tax Rate (79)$                Schedule JLR- 4 and 5
5 Adjustment to Injuries and Damages 15,477$          Schedule JLR- 9
6 Adjustment to Outside Services 13,441$          Schedule JLR- 10
7 Adjustment to Depreciation (Removal of Post FTY Plant Additions)7,114$            Schedule JLR- 8
8 Interest Synchronization (8,165)             Schedule JLR- 11
9    Total OCA Adjustments 27,788            

10

11    Total OCA Adjustments 315,788$        
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   Schedule JLR - 3

Page 2 of 2

Leatherstocking Gas Company LLC

Summary of Adjustments to Operating Income

For the Twelve Months Ended March 31, 2023

Line 

No. Description

Operating 

Revenues

O&M 

Expenses

Depreciation 

& 

Amortization

Taxes Other 

Than Income

Purchased 

Gas expense

State Income 

Taxes

Federal 

Income 

Taxes

Operating 

Income 

1 Amount per Company 2,090,000$    619,300$      276,500$     21,100$       887,400$     (800)$           (1,500)$        288,000$         

2

3 OCA Adjustments:

4 Adjustment to State Income Tax Rate -$                  -$                  -$                 -$                 -$                 100$            (21)               (79)$                 

5 Adjustment to Injuries and Damages -                    (21,526)         -                   -                   -                   1,935           4,114           15,477$           

6 Adjustment to Outside Services -                    (18,695)         -                   -                   -                   1,681           3,573           13,441$           

7 Adjustment to Depreciation (Removal of Post FTY Plant Additions) -                    -                    (9,894)          -                   -                   889              1,891           7,114$             

8 Interest Synchronization -                    -                    -                   -                   -                 2,612           5,553           (8,165)$            

9

10    Total OCA Adjustments -$                  (40,221)$       (9,894)$        -$                 -$               7,217$         15,110$       27,788$           

11

12 Total Adjusted Income Before Income Taxes 2,090,000$    579,079$      266,606$     21,100$       887,400$    6,417$         13,610$       315,788$         
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   Schedule JLR - 4

Leatherstocking Gas Company LLC

Calculation of State Income Taxes

For the Twelve Months Ended March 31, 2023

Lin

e 

No. Description

Amount Per 

Company at 

Present Rates

1/

Adjustment 

for State Tax 

rate

Adjusted 

Amounts at 

8.99% State 

Income Tax

OCA 

Adjustments

OCA Adjusted 

Amounts at 

Present Rates

Pro Forma 

Change in 

Revenues

Amounts 

After Change 

in Revenues

1 Operating Income Before Income Taxes 285,700$       285,700$       50,115$       335,815$        585,327$      921,142$       

2

3 Less Interest Expense (incl amort of debt exp) 293,400         293,400$       (29,054)        264,346$        -$                 264,346$       

4

5 Other Income & Deductions (incl. Donations) -                    -$                  -                  -$                   -$                 -$                  

6

7 Book Income Before FIT (7,700)           (7,700)           79,169         71,469            585,327        656,796         

8

9 Section I- Permanent Items:

10 PPP Loan Forgiveness -                    -                    -                  -                     -                  -$                  

11 Amortization of Goodwill -                    -                    -                  -                     -                  -$                  

12   Total -                    -                    -                  -                     -                  -                    

13

14 Pretax Income (7,700)           (7,700)           79,169         71,469            585,327        656,796         

15

16 Section II - Normalized Items:

17

18 Add: Additional Taxable Income and

19        Unallowable Deductions:

20

21 Book Depreciation -                -              -                 -               -$                  

22 Normalization of Rate Case Expenditures 276,500         276,500         -              276,500          -               276,500$       

23 Recovery of Deferred Purchased Gas Costs 30,000           30,000           -              30,000            -               30,000$         

24   Total 306,500         306,500         -              306,500          -               306,500         

25

26 Deduct: Non-Taxable Income and

27              Allowable Deductions

28

29 Tax Depreciation 961,200 961,200         -                  961,200          -                  961,200$       

30 Rate Case Expenditures 150,000 150,000         -                  150,000          -                  150,000$       

31 Deferral of Current Purchased Gas Costs -                -                    -                  -                     -                  -$                  

32 GCR Prior Over / Under Recovery -                -                    -                  -                     -                  -$                  

33   Total 1,111,200 1,111,200 -              1,111,200 0 1,111,200

34

35 Federal NOL -                -                -                 

36

37 Taxable Income / (Loss) (812,400)        (812,400)        79,169         (733,231)         585,327 (147,904)        

38 Prior Period State Tax Adjustments -                -                -                 -$                  

39 Adjusted Taxable Income (812,400)

40  x State Income Tax 9.99% 8.99% 8.99% 8.99% 8.99% 8.99% 8.99%

41      Current Tax Provision (81,159)          8,124             (73,035)          7,117           (65,917)           52,621         (13,297)          

42      Deferred Income Tax Dr.- Account 410 111,009         (11,112)          99,897           -              99,897            -               99,897           

43      Deferred Income Tax Cr.- Account 411 (30,619)          3,065             (27,554)          -              (27,554)           -               (27,554)          

44 State Tax (769)              77                 (692)              7,117           6,425              52,621         59,046           

45

46 Rounded (800)              100               (700)              7,100           6,400              52,600         59,000           

Note:

1/ Company Exhibit G-4, Schedule 8 Page 1
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   Schedule JLR - 5

Leatherstocking Gas Company LLC

Calculation of State Income Taxes

For the Twelve Months Ended March 31, 2023

Lin

e 

No. Description

Amount Per 

Company at 

Present Rates

1/

Adjustment 

for State Tax 

rate

Adjusted 

Amounts at 

8.99% State 

Income Tax

OCA 

Adjustments

OCA Adjusted 

Amounts at 

Present Rates

Pro Forma 

Change in 

Revenues

Amounts 

After Change 

in Revenues

1 Operating Income Before Income Taxes 285,700$       285,700$       50,115$       335,815$        585,327$      921,142$       

2

3 Less Interest Expense (incl amort of debt exp) 293,400         293,400         (29,054)        264,346          264,346$       

4

5 Other Income & Deductions (incl. Donations) -                    -                    -                     -$                  

6

7 State Income Tax (800)              100                (700)              (700)                52,600          51,900$         

8

9 Book Income Before FIT (6,900) (100) (7,000)            79,169         72,169            532,727        604,896         

10

11 Section I- Permanent Items:

12

13 Goodwill -                    -                    -                     -$                  

14   Total -                    -                    -                    -                   -                     -                   -                    

15

16 Pretax Income (6,900)            (100)              (7,000)            79,169         72,169            532,727        604,896         

17

18 Section II - Normalized Items:

19

20 Add: Additional Taxable Income and

21        Unallowable Deductions:

22

23 Book Depreciation 276,500         276,500         276,500          276,500$       

24 Normalization of Rate Case Expenditures 30,000           30,000           30,000            30,000$         

25 Recovery of Deferred Purchased Gas Costs -                -                -                 -$                  

26   Total 306,500         -                306,500         -               306,500          -               306,500         

27

28 Deduct: Non-Taxable Income and

29              Allowable Deductions

30

31 Tax Depreciation 961,200         961,200         961,200          961,200$       

32 Rate Case Expenditures 150,000         150,000         150,000          150,000$       

33 Deferral of Current Purchased Gas Costs -                -                -                 -$                  

34 GCR Prior Over / Under Recovery -                -                -                 -$                  

35   Total 1,111,200      -                1,111,200      -               1,111,200       -               1,111,200      

36

37 Federal NOL -                

38

39 Taxable Income (811,600) (100) (811,700) 79,169 (732,531) 532,727 (199,804)

40 Prior Period Federal Tax Adjustments -                -                -                 -$                  

41 Adjusted Taxable Income (811,600)        (100)              (811,700)        79,169         (732,531)         532,727        (199,804)        

42  x Federal Income Tax @ 21.0% 21% 21% 21% 21% 21% 21% 21%

43      Current Tax Provision (170,436)        (21)                (170,457)        16,625         (153,832)         111,873        (41,959)          

44      Deferred Income Tax Dr.- Account 410 233,352         -                233,352         -               233,352          -               233,352         

45      Deferred Income Tax Cr.- Account 411 (64,365)          -                (64,365)          -               (64,365)           -               (64,365)          

46 Federal Tax (1,449)            (21)                (1,470)            16,625         15,155            111,873        127,028         

47

48 Rounded (1,400)            -                (1,500)            16,600         15,200            111,900        127,000         

Note:

1/ Company Exhibit G-4, Schedule 8 Page 2
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   Schedule JLR - 6

Line No. Description Amount

1 Company Operation and Maintenance Expense 1,506,700$       
1/

2

3 Less: Purchased Gas Expense 887,400            
1/

4          O&M Amortizations - Insurance 7,566                
1/

5                                       - PaPUC Assessments 5,035                
1/

6

7 Company Total 606,699$          

8

9 OCA O&M Expense Adjustments (40,221)$           

10

11 Total with OCA Adjustments 566,478$          

12

Company Adjusted Cash Working Capital = 1/8 of Total 75,837$            

13 OCA Adjusted Cash Working Capital = 1/8 of Total 70,810$            

14

15 Cash Working Capital - 12 Months Ended 3/31/2022 93,211              
1/

16

17 Company Net Change (17,373)$           

18 OCA Net Change (22,401)$           

19

20 OCA Adjustment to CWC (5,028)$             

Note:

1/ Company ExhibitG-3, Schedule 3, page 2.

Adjustment to Cash Working Capital

For the Twelve Months Ended March 31, 2023

Leatherstocking Gas Company LLC
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   Schedule JLR - 7

Line 

No. Description Amount

1 CWIP Not Taking Interest 607,300$      1/

2

3 Adjustment to Rate Base (607,300)$     

Note:
1/

 Company Exhibit G-3, Summary, Page 1.

Leatherstocking Gas Company LLC

Adjustment to Remove CWIP Not Taking Interest

For the Twelve Months Ended March 31, 2023
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   Schedule JLR - 8

Leatherstocking Gas Company, LLC

Adjustment to Remove Post March 2023 Plant Additions

For the Twelve Months Ended March 31, 2023

$000's

Line 

No. Gas Distribution Plant

April 1, 2022 - 

March 31, 

2023 Plant 

Additions

1/

Post-March 

2023 Plant 

Additions

2/

Adjusted 

Plant in 

Service

1 Gas Services 80,000$         -$              80,000$       

2 Gas Mains -                    -                -                  

3      Total 80,000           80,000         
4

5 Wyalusing

6 Gas Services 315,370         (210,247)    105,123       

7 Gas Main 1,100,000      (733,333)    366,667       

8 State Grant (50% reimbursement) (707,685)        471,790     (235,895)      

9 Total 787,685$       (471,790)$  315,895$     

10 Depreciation Rate 2.10% 3/

11 Adjustment to Depreciation Expense (9,894)$      

12
13 Adjustment to Accumulated Depreciation 9,894$       

Notes
1/

Exhibit G-3 Schedule 11.
2/

Source: LGC Capital Budget 4.22 - 3.23 
3/

Exhibit G-4 Schedule 6,  Page 1
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   Schedule JLR - 9

Line 

No. Description Amount

1 Company Proposed Admin Expense for Injuries and Damages 80,700$        1/

2 Prior Period True Up Adjustment 6,707$         2/

3

4 2021 Actual Admin Expense for Injuries and Damages 44,342         1/

5 2022 Actual Admin  Expense for Injuries and Damages 80,713         1/

6 2022 Actuals Value Less Prior Period True Up Adjustment 74,006         

7

8 Average 2021 and 2022 Less True Up 59,174         

9

10 Adjustment to O&M Expenses (21,526)$      

Note:
1/

 Company response to I&E-RE-1
2/

 Company response to I&E-RE-6

Leatherstocking Gas Company LLC

Adjustment to Injuries and Damages

For the Twelve Months Ended March 31, 2023
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   Schedule JLR - 10

Line 

No. Description Amount

1 Company Proposed Admin Expense for Outside Services 85,200$        1/

2

3 2020 Actual Admin Expense for Outside Services 42,050          1/

4 2021 Actual Admin Expense for Outside Services 72,273          1/

5 2022 Actual Admin Expense for Outside Services 85,191          1/

6

7 Average 2020 through 2022 66,505          

8

9 Adjustment to O&M Expenses (18,695)$       

Note:
1/

 Company response to I&E-RE-1

Leatherstocking Gas Company LLC

Adjustment to Outside Services

For the Twelve Months Ended March 31, 2023



Docket No. R-2022-3032764

   Schedule JLR - 11

Leatherstocking Gas Company LLC

Interest Synchronization Adjustment

For the Twelve Months Ended March 31, 2023

Line 

No. Description Amount 

1  Company Rate Base 9,790,576$       
1/

2 Weighted Cost of Debt 2.700%

3 Adjusted Interest Deduction 264,346$         

4 Interest Deduction Per Company 293,400           
2/

5 Adjustment to Synchronize Interest Expense (29,054)$          

6 Effective State Income Tax Rate 8.99%
7 Adjustment to State Income Taxes 2,612$             

8 Federal Income Tax Base (26,442)$          

9 Federal Income Tax Rate 21.00%

10 Adjustment to Federal Income Taxes 5,553$             

Notes:
1/ 

Schedule JLR-2, Page 1.
2/

  Company Exhibit G-4, Schedule 8 Page 1
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   Schedule JLR - 12

Leatherstocking Gas Company LLC

Calculation of Rate of Return

For the Twelve Months Ended March 31, 2023

Line Capitalization Weighted

No. Description Ratio Cost Rate Cost

1 Long-Term Debt 43.92% 5.18% 2.27%

2 Short-Term Debt 10.66% 4.00% 0.43%

3 Total Debt 54.57% 2.70%

4

5 Common Stock Equity 45.43% 10.00% 4.54%

6
7 Total 100.00% 7.24%

Source:

Company Exhibit G-2, Schedule 3.



 

 

BEFORE THE 
 PENNSYLVANIA PUBLIC UTILITY COMMISSION 
 
 

Pennsylvania Public Utility Commission : 
       : 
   v.    : Docket No. R-2022-3032764 
       : 
 Leatherstocking Gas Company LLC  : 
 
 

VERIFICATION 
 
 

I, Jennifer Rogers, hereby state that the facts set forth in my Direct Testimony, OCA 

Statement 1, are true and correct (or are true and correct to the best of my knowledge, 

information, and belief) and that I expect to be able to prove the same at a hearing held in this 

matter.  I understand that the statements herein are made subject to the penalties of 18 Pa.C.S. § 

4904 (relating to unsworn falsification to authorities). 

 

 

 

 

DATED: September 13, 2022  Signature:  
*335297       Jennifer Rogers 
 
 

Consultant Address: Exeter Associates, Inc. 
10480 Little Patuxent Parkway 
Suite 300 
Columbia, MD 21044-3575 



______________________________________________________________________ 

 
 

10480 Little Patuxent Parkway, Suite 300 
Columbia, Maryland  21044 

OCA Statement No. 2R 
 
 

BEFORE THE 
 

PENNSYLVANIA PUBLIC UTILITY COMMISSION 
 
 

PENNSYLVANIA PUBLIC 
UTILITY COMMISSION 
 
  v.  

 
LEATHERSTOCKING GAS 
COMPANY LLC  

) 
) 
) 
) 
) 
) 
) 

            Docket No. R-2022-3032764 

 
 
 

REBUTTAL TESTIMONY OF 
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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Jerome D. Mierzwa.  I am a Principal and Vice President of Exeter 2 

Associates, Inc. (“Exeter”).  My business address is 10480 Little Patuxent Parkway, 3 

Suite 300, Columbia, Maryland 21044.  Exeter specializes in providing public utility-4 

related consulting services. 5 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 6 

EXPERIENCE.  7 

A. I graduated from Canisius College in Buffalo, New York in 1981 with a Bachelor of 8 

Science Degree in Marketing.  In 1985, I received a Master’s Degree in Business 9 

Administration with a concentration in finance, also from Canisius College.  In July 10 

1986, I joined National Fuel Gas Distribution Corporation (“NFGD”) as a Management 11 

Trainee in the Research and Statistical Services (“RSS”) Department.  I was promoted 12 

to Supervisor RSS in January 1987.  While employed with NFGD, I conducted various 13 

financial and statistical analyses related to the company's market research activity and 14 

state regulatory affairs.  In April 1987, as part of a corporate reorganization, I was 15 

transferred to National Fuel Gas Supply Corporation's (“NFG Supply’s”) rate 16 

department where my responsibilities included utility cost-of-service and rate design 17 

analysis, expense and revenue requirement forecasting, and activities related to federal 18 

regulation.  I was also responsible for preparing NFG Supply’s Federal Energy 19 

Regulatory Commission (“FERC”) Purchased Gas Adjustment (“PGA”) filings and 20 

developing interstate pipeline and spot market supply gas price projections.  These 21 

forecasts were utilized for internal planning purposes as well as in NFGD’s Section 22 

1307(f) proceedings.   23 

In April 1990, I accepted a position as a Utility Analyst with Exeter.  In 24 

December 1992, I was promoted to Senior Regulatory Analyst.  Effective April 1996, 25 
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I became a Principal of Exeter.  Since joining Exeter, I have specialized in evaluating 1 

the gas purchasing practices and policies of natural gas utilities, utility class cost-of-2 

service and rate design analyses, sales and rate forecasting, performance-based 3 

incentive regulation, revenue requirement analysis, the unbundling of utility services, 4 

and evaluation of customer choice natural gas transportation programs.   5 

Q. HAVE YOU PREVIOUSLY TESTIFIED ON UTILITY RATES IN 6 

REGULATORY PROCEEDINGS?   7 

A. Yes.  I have provided testimony on over 400 occasions in proceedings before the FERC 8 

and utility regulatory commissions in Arkansas, Delaware, Georgia, Illinois, Indiana, 9 

Louisiana, Maine, Massachusetts, Montana, Nevada, New Hampshire, New Jersey, 10 

Ohio, Rhode Island, South Carolina, Texas, Utah, and Virginia, as well as before the 11 

Pennsylvania Public Utility Commission (“Commission”).   12 

Q. HAVE YOU PREVIOUSLY PRESENTED TESTIMONY IN THIS 13 

PROCEEDING? 14 

A. No, I have not.  15 

Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 16 

A. The purpose of my rebuttal testimony is to respond to certain aspects of the direct 17 

testimony of Kevin C. Higgins presented on behalf of the Pennsylvania Office of Small 18 

Business Advocate (“OSBA”).  19 

Q. BEFORE CONTINUING, PLEASE DESCRIBE THE CURRENT 20 

SERVICES PROVIDED BY LEATHERSTOCKING GAS COMPANY LLC 21 

(“LEATHERSTOCKING” OR “COMPANY”).  22 

A. Leatherstocking currently provides sales service under three service classifications. 23 

The Company provides sales service to Residential customers under Service 24 

Classification No. 1 “(“SC-1”), provides sales service to General Service and Non-25 
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Residential Heating customers under Service Classification No. 2 (“SC-2”), and 1 

provides sales service to Small Commercial Customers under Service Classification 2 

No. 3 (“SC-3”). There are currently 320 customers served under SC-1, 124 customer 3 

service under SC-2, and 6 customers served under SC-3. In addition to these sales 4 

services, the Company also provides transportation service to one customer.  5 

Q. DID LEATHERSTOCKING PREPARE A COST OF SERVICE STUDY TO 6 

DETERMINE HOW ITS REQUESTED REVENUE INCREASE SHOULD 7 

BE ALLOCATED TO THE VARIOUS CUSTOMER CLASSIFICATIONS 8 

WHICH IT SERVES? 9 

A. No.  10 

Q. PLEASE IDENTIFY THE VARIOUS CHARGES WHICH 11 

LEATHERSTOCKING CURRENTLY ASSESSES ITS CUSTOMERS.  12 

A. Customers under SC-1, SC-2, and SC-3 are assessed a monthly customer charge, a 13 

delivery charge which is assessed on all usage, and a Construction Build-Out 14 

Contribution in Bid of Construction Fee (“CBOCF”) which is also assessed on all 15 

usage. The Company’s transportation customer is assessed a delivery charge on all 16 

usage.  17 

Q. HOW IS LEATHERSTOCKING PROPOSING TO INCREASE ITS 18 

VARIOUS CHARGES TO RECOVER ITS REQUESTED REVENUE 19 

INCREASE? 20 

A. Leatherstocking is proposing to maintain for all customers its existing monthly 21 

customer charges. The CBOCF will be rolled into the delivery sales charge, and the 22 

delivery charges will be increased to recover the Company’s requested revenue 23 

increase. Table 1 identifies Leatherstockings current customer and deliver usage 24 



 

Rebuttal Testimony of Jerome D. Mierzwa  Page 4 
 

charges, inclusive of the CBOCF, and the proposed delivery charges.1 As shown in 1 

Table 1, the Company is proposing to recover its requested revenue increase through 2 

uniform percentage increases to the delivery charges assessed to sales customers.  3 
Table 1. Summary of Present and Proposed Customer and Delivery Usage 

Charges (CCF) 

Service Classification 

Deliver Usage Charge 
Customer 

Charge Present Proposed Increase 
SC-1 Residential $20.00 $0.9500 $1.6627 75.0% 
SC-2 General Service 20.00 0.9500 1.6627 75.0% 
SC-3 Small Commercial 300.00 0.8500 1.4871 75.0% 
Transportation 0.00 0.0520 0.0520 0.0% 

 

Q. DOES MR. HIGGINS’ AGREE WITH THE COMPANY’S PROPOSED 4 

REVENUE ALLOCATION AND RATE DESIGN?  5 

A. No. Mr. Higgins notes that under the Company’s revenue allocation and rate design 6 

proposals, the SC-1 class would receive a rate increase of 59.2%, the SC-2 class would 7 

receive an increase of 68.8%, and the SC-3 class would experience a rate increase of 8 

70.4%. Mr. Higgins claims that since the Company did not file a cost-of-service study, 9 

he believes that the most reasonable apportionment of the revenue increase would be 10 

on an equal percentage basis across all three classes. To accomplish this, Mr. Higgins 11 

recommends that both the customer charges and delivery charges of sales customers be 12 

increased in the same proportion.  13 

Q. IF THE COMMISSION AGREES WITH MR. HIGGINS THAT THE RATE 14 

INCREASE AUTHORIZED FOR LEATHERSTOCKING SHOULD BE 15 

APPORTIONED SO THAT EACH SALES CUSTOMER CLASS 16 

 
1 The transportation customer is not assessed the CBOCF.  
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RECEIVES THE SAME PERCENTAGE INCREASE, SHOULD THE SC-1 1 

RESIDENTIAL CUSTOMER CHARGE BE INCREASED? 2 

A. No, for several reasons. First, only those costs which directly increase with the addition 3 

of a customer, or directly decrease with the subtraction of a customer, should be 4 

included in a customer charge. Mr. Higgins has presented no analysis of direct customer 5 

costs to support his recommendation to increase customer charges.  6 

Second, as shown in Table 2 Leatherstocking’s current Residential customer 7 

charge is already out of line with the Residential customer charges of other natural gas 8 

distribution companies (“NGDCs”) in the Commonwealth.  9 

Table 2. 
Comparison of Residential Customer Charges for 

Pennsylvania NGDCs 
Leatherstocking 
Columbia Gas of Pennsylvania  

$20.00 
$16.75 

Peoples Gas $15.75 
Philadelphia Gas Works $14.90 
UGI Gas $14.60 
Peoples Natural Gas $14.50 
PECO Energy Company $13.63 
National Fuel Gas Company  $12.00 
  

Finally, a high fixed monthly customer charge is inconsistent with the 10 

Commission's general goal of fostering energy conservation. The more revenue 11 

collected through the fixed monthly charge, the lower the delivery charge. The higher 12 

the delivery charge, the greater the incentive to lower usage.  13 

Q. WHAT IS YOUR RECOMMENDATION WITH RESPECT TO 14 

LEATHERSTOCKING’S SC-1 MONTHLY RESIDENTIAL CUSTOMER 15 

CHARGE? 16 
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Leatherstocking’s current SC-1 monthly Residential customer charge is already 1 

the highest in the Commonwealth and any increase in the charge would be inconsistent 2 

with the Commission’s goal of encouraging energy conservation. Therefore, I 3 

recommend that the existing $20.00 SC-1 monthly charge be maintained. As initially 4 

proposed by the Company, any increase authorized by the Commission in this 5 

proceeding which is assigned to the SC-1 class should be recovered through increases 6 

to delivery charges. 7 

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 8 

A. Yes, it does.  9 
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