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Q
Please state your name and business address.

A.
My name is Neil Coghlan. My business address is 600, 605 – 5 Avenue S.W., Calgary Alberta, Canada.

Q.
By whom are you employed and in what capacity?

A.
I am the Coordinator, Regulatory and Revenue Accounting for Alliance Pipeline Ltd., general partner of Alliance Pipeline Limited Partnership (“Alliance Canada”).  Alliance Canada is the Canadian portion of the Alliance Pipeline system, which is operated as an integrated system, and Alliance Pipeline Ltd. provides certain operational services to Alliance Pipeline L.P. (“Alliance”), the United States portion of the Alliance Pipeline system.  Those services include gas control, customer service, finance, and administration.  In my capacity, I am responsible for invoicing shippers for transportation services, and maintaining regulatory accounting records for both Alliance Canada and Alliance. 

Q.
Please briefly summarize your education and professional background.

A.
I received a Bachelor of Arts degree from Carleton University in Ottawa, Ontario in 1975.  In 1984, I received the professional designation of Certified Management Accountant from the Society of Management Accountants of Alberta.  I have been employed in my current position with Alliance Pipeline Ltd. since 1998.  Prior to that I spent 18 years working in related areas of responsibility with Nova Gas Transmission Company in Canada.

Q.
Are you sponsoring any statements, schedules or exhibits in conjunction with your direct testimony?

A.
Yes, I am sponsoring the following statements and schedules in this proceeding: Overall Cost of Service (Schedule A); Rate Base and Return (Schedule B); Cost of Plant (Schedule C); Accumulated Provisions for Depreciation, Depletion, and Amortization (Schedule D); Working Capital (Schedule E and Schedules E-1 and E-2); Rate of Return (Schedule F); Revenue and Billing Determinants (Schedules G, and G-1); Operation and Maintenance Expenses (Schedule H); Depreciation, Depletion, and Amortization (Schedule H-2); Balance Sheet (Statement L); and Income Statement (Statement M).

Q.
Were these exhibits prepared by you or under your direction or supervision?

A.
Yes, all of these statements and schedules were prepared under my supervision and direction.

Q.
For what purpose were these materials prepared?

A.
The certificate of public convenience and necessity issued to Alliance by the Commission requires that Alliance make a filing, within three years after its in-service date, either justifying the recourse rates approved in the certificate proceeding or proposing alternative rates.  Alliance has opted to submit this cost and revenue study to justify continuation of the current recourse rates. 

Q.
What base period has been used in preparing Alliance’s cost and revenue study?

A.
Consistent with 18 C.F.R. §154.303, the base period is the twelve months ending December 31, 2002. 

Q.
Please generally explain the process utilized by Alliance to develop the cost of service study being submitted.

A.
I started with the plant expenses and operating costs recorded in Alliance's books and records for the twelve month period ending December 31, 2002.  In addition, actual revenue, billing determinants, throughputs and other financial information were relied upon to support the cost of service study.  To this base period information, adjustments were made to reflect known and measurable changes to the underlying costs and to account for requirements dictated by the terms of the Commission’s certificate issued to Alliance, such as the requirement that recourse rates be determined on the basis of a design capacity of 1,513 MMcfd.

Q.
Please explain the statements which detail the process and calculations described above, beginning with Schedule A.

A.
Schedule A summarizes the cost components included in Alliance’s cost of service for the base period, as adjusted.  The cost of service components include Operating and Maintenance Expenses, Depreciation Expenses, Taxes Other than Income, Return Claimed, and Income Taxes.  The total cost of service is in support of Alliance's transmission service and all costs are assigned to transmission facilities.  Further detail on the cost of service is provided in Schedule H Operating and Maintenance Expenses, Schedule H–2 Depreciation, Depletion and Amortization, Schedule H–3 Income Tax Allowance, and Schedule H–4 Other Taxes.  The amount for the return is taken from Schedule B Overall Rate Base and Return.  

Q.
Please explain Schedule B.

A.
Schedule B, Rate Base and Return, is a summary of the various items making up Alliance’s rate base, as adjusted, as well as the overall return on rate base.  The base period, as adjusted, includes total gas plant investment and working capital less the amounts included in accumulated reserve for depreciation and accumulated deferred income taxes.  The rate of return claimed is described in Schedule F.  The accumulated deferred income taxes deducted reflects the amount presented on Schedule B-1, which is sponsored by Alliance witness Craig Bot.

Q.
Did you include Schedule B-2 in the filing?

A.
No, Schedule B–2, Regulatory Assets and Liabilities, is not applicable to Alliance.   Alliance is not seeking recovery of regulatory assets or liabilities in this rate justification filing.

Q.
Please describe the contents of Schedule C and it’s supporting schedules.

A.
Schedule C provides a summary of the total cost of plant at the end of the base period, as adjusted.  The total cost of plant as shown on Schedule B (line 1) includes the plant items that are detailed in Schedule C.  The cost of plant is based on the actual cost of plant as of December 31, 2002 plus adjustments for known and measurable plant additions.  The additions relate to plant under construction, the value of which is the aggregate of all currently initiated projects.  This construction relates to compressor station upgrades, wetland restoration, mainline and site upgrades, and other minor maintenance capital projects.

Q.
What is contained in Schedule D?

A.
Schedule D details the Accumulated Provision for Depreciation, Depletion and Amortization for the base period, as adjusted.  The amount on Schedule D, line 10 ties to the accumulated DD&A on Schedule B, line 2. Transmission plant is depreciated on a 4% straight-line basis, as approved by the Commission in the certificate proceeding.

Q.
Please describe the contents of Schedules E, E-1, and E-2.

A.
Schedule E details the components of working capital included in Schedule B, line 4, as part of rate base.  Schedule E shows the components in summary form. A study supporting the cash working capital allowance is provided as working papers at Schedule E–1.  The supporting details are included in Schedule E-2.

Q.
Please explain Schedule F

A.
Schedule F presents the calculation of the weighted cost of capital utilized in establishing the rate of return on Schedule B, to determine the total return allowance.  The debt leverage ratio was calculated from the Alliance’s balance sheet, effective December 31, 2002, as shown in Alliance’s FERC Form No. 2.  The applicable cost of debt is Alliance’s actual average debt maintenance cost, for the base period, as adjusted.  The adjustments include an expected May 2003 $300 million issuance of bonds carrying an effective interest rate of 6.10%, including issue costs, to replace current floating rate debt.  The assumed cost of equity of 14.0% was approved by the Commission in the Alliance certificate proceeding.  

Q.
Please explain Schedule G.
A.
Schedule G sets forth, in summary form, base period revenues and billing determinants, including capacity release transactions.  Base period revenues reflect Contracted Capacity of 1,325 MMcfd, adjusted to a Dth basis by the thermal conversion factor, and negotiated rates.  In addition, this actual base period revenue was then adjusted to reflect: (i) the higher negotiated rates that took effect on January 1, 2003; (ii) the recourse rate design capacity of 1,513 MMcfd, adjusted by the thermal conversion factor; and (iii) the revenue that would result from collection of the recourse rates in lieu of the actual negotiated rates.

Q.
Please explain Schedule G-1. 

A.
Schedule G-1 shows the customer detail for the information shown on Schedule G.  

Q.
Please explain Schedule H.

A.
Schedule H sets forth gas operation and maintenance expenses according to each applicable account of the Commission’s Uniform System of Accounts for Natural Gas Companies.  This schedule also sets forth certain known and measurable adjustments to as-booked expenses and total adjusted operation and maintenance expenses and total adjusted operation and maintenance expenses claimed.  

Q.
Please describe the adjustments to O&M expenses which are detailed in Schedule H and the reasons for making those adjustments.

A.
Two adjustments have been made to the base period O&M expenses.  The first known and measurable adjustment reflects the annual adjustments to labor costs (salary and associated compensation) which has been approved by the Compensation Committee of the Alliance Board of Directors, and was made effective April 1, 2003.  This  item consists of: (i) salary adjustments for direct employees of Alliance Pipeline Inc.; and (ii) salary adjustments for employees of Alliance Pipeline Ltd. who perform services for Alliance Pipeline Inc.  The latter adjustment consists of only the portion of the total salary adjustment applicable to Alliance Pipeline Inc.


The second adjustment reflects initiation of regular overhauls of Alliance’s mainline compression facilities.  Proper maintenance requires such major overhauls to be undertaken at prescribed operating time milestones for all units.  Alliance’s fleet of compression units will begin reaching the initial milestones in 2003.  Alliance has an established maintenance program which prescribes a schedule for such overhauls.  That schedule requires this maintenance routine to be applied to between two and three units each year.  Accordingly, the base period O&M amounts have been adjusted by an amount of $2.3 million representing the overhaul of two units, reflecting contractual rates with the applicable vendor.

Q.
Has the amount in FERC Account 928 (Annual Cost Adjustment or ACA) been excluded from the base period O&M amounts shown on  Schedule H?

A.
Yes.  Pursuant to Commission directives, the recourse rates are designed to recover ACA costs through a commodity charge.  Accordingly, there are no FERC Account 928 (ACA) costs included in Schedule H.

Q.
Please explain what is shown in Schedule H-2.

A.
Schedule H–2 sets forth gas plant depreciation, depletion and amortization, by functional classification for the 12-months ended December 31, 2002, as adjusted.  The depreciation rates shown on Statement H –2 are Commission approved rates for pipeline facilities.

Q.
Did Alliance include Statement I in its filing?

A.
No, Schedule I was not applicable.  All of Alliance facilities are transmission facilities. Alliance does not separate its cost of service between facilities.  All of Alliance’s cost of service is for transmission service. Alliance does not separate its transmission facilities between incremental and non-incremental facilities. Alliance does not employ zoned rates. Alliance does not allocate common and joint costs to various functions.  

Q.
Please explain Statements L and M.

A.
Statement L reflects Alliance’s balance sheet at the beginning and end of the base period.  Statement M is a Statement of Income for Alliance for the twelve months ending December 31, 2002.  The balance sheet and income statement cover the same period as the 2002 FERC Form 2 that Alliance is filing coincidentally with this rate justification filing.  

Q.
Does this conclude your prepared testimony?

A.
Yes.
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