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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Transwestern Pipeline Company, LLC § Docket No. RP06-__ -000

PREPARED DIRECT TESTIMONY
OF
R. J. BROCATO

Please state your name and business address.

My name is Rickey J. Brocato. My business address is 5444 Westheimer Road,
Houston, Texas 77056.

By whom are you employed?

I am employed by the Panhandle Energy pipeline group of companies as Manager of
Cost of Service in the Rates and Regulatory Affairs Department. In this capacity, I
work for Transwestern Pipeline Company, LLC (Transwestern), an operating unit of
CrossCountry Energy.

How long have you been employed by the Panhandle system?

Since December 1974.

Please describe your employment history with the Panhandle system.

I joined Texas Eastern Transmission Corporation as a Junior Accountant in the
Controllers department in December 1974. I was subsequently promoted to the
positions of Accountant, Senior Accountant, Assistant Supervisor and Supervisor in
that department. With the merger of Texas Eastern with Panhandle Eastern

Corporation, I assumed the position of Supervisor of Cost of Service in the
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Regulatory Affairs department. In May 1999, I assumed my present position as
Manager of Cost of Service. I assumed that function for Transwestern with the
acquisition of the CrossCountry Energy pipelines from Enron Corporation by
Southern Union Company in November 2004.
What are your present duties?
My present duties include supervising the preparation of Cost of Service studies, and
presentations as required by management or for regulatory proceedings by
Transwestern.
What is your educational background?
I graduated from Louisiana Tech University in 1974 with a Bachelor of Science
degree in Accounting.
What is the scope of your testimony in this proceeding?
My testimony sets forth the adjusted Gas Plant, Accumulated Provision for
Depreciation and Amortization, Working Capital, and the amount of Taxes Other
Than Income included in the Cost of Service.
What Exhibits are you responsible for in this proceeding?
I am responsible for the following exhibits and schedules which support my testimony

and have been prepared by me or under my supervision:

Exhibit No. Reference Description
TW-26 Statement C Gas Plant
TW-27 Statement D Accumulated Provision for Depreciation,

Depletion and Amortization

TW-28 Statement E Working Capital
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TW-29 Statement H(4) Other Taxes
How was Transwestern's Gas Plant determined?
The adjusted Gas Plant balance included in Rate Base is $1,156,186,602. Page 1 of
my Exhibit No. TW-26 shows by primary account the Gas Plant balance at the
beginning and end of the Base Period, including the additions, reductions and other
changes during the Base Period, together with the necessary adjustments to arrive at
the adjusted balance. Page 7 of this exhibit summarizes the adjustments to Gas Plant.
What adjustments did you make to Gas Plant?
The total of the adjustments to Base Period Gas Plant is a $3,582,109 increase, as
shown at Line 6, on Page 1, of Exhibit No. TW-26. These adjustments also reflect
additions, retirements and tranéfers of Gas Plant projected for the Test Period and
reductions for plant not claimed for purposes of this filing.
What are the various Gas Plant adjustments you have made as shown on Exhibit
No. TW-26?
The adjustments, as summarized at Page 7 of my exhibit are as follows: Adjustment
No. 1 transfers amounts recorded in Account No. 106 - Completed Construction Not
Classified, at the end of the Base Period to Gas Plant in Service, Account No. 101;

Adjustment No. 2 records to Account No. 101 - Gas Plant in Service, the expenditures

projected to be placed in service during the Test Period, including actual amounts
included in Account No. 107 - Construction Work in Progress as of the end of the

Base Period. Adjustment No. 3 removes from Gas Plant in Service asset retirement

costs related to future Asset Retirement Obligations in accordance with Section
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154.315 of Title 18 of the Code of Federal Regulations; and, Adjustment No. 4

removes from Gas Plant in Service the original cost of plant which was sold during
the Test Period.

What is the total Accumulated Provision for Depreciation?

Accumulated Provision for Depreciation, Depletion and Amortization is
$379,191,863. The Accumulated Provision for Depreciation is summarized in Exhibit
No. TW-27, Page 1. The Base Period activity is shown in Columns (b) through (d)
and the Test Period adjustments in Column (f). Column (g), the total reserve at the
end of the Base Period, is added to Column (f), to obtain the total accumulated
provision, as adjusted, which is shown in Column (g).

What adjustments did you make to the Accumulated Provision for Depreciation
shown on Exhibit No. TW-27?

The adjustments totaling $10,132,133, shown on Page 2 of my Exhibit No. TW-27,

are as follows: Adjustment No. 1, as shown on Page 3 of Exhibit No. TW-27, totaling

$15,240,439, reflects Depreciation and Amortization of Gas Plant projected to be

recorded during the Test Period. Adjustment No. 2 removes from Accumulated
Provision for Depreciation asset retirement costs related to future Asset Retirement
Obligations at of the end of the Base Period ($10,686) as shown in my Exhibit No.
TW-26, Page 8. This adjustment reflects Section 154.315 of Title 18 of the Code of

Federal Regulations. Adjustment No. 3 adjusts Accumulated Reserve for retirements

during the Test Period as shown on my Exhibit No. TW-27. The sale of the Canadian
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River Facilities is reflected by removing the Accumulated Reserve recorded for this
operating unit ($7,630,764) as shown in my Exhibit No. TW-26, Page 9.
Has Transwestern included in its Depreciation Reserve Book Balances at May
31, 2006 any amounts applicable to depreciation rates not yet approved by the
Commission?
Yes. Transwestern has included $3,729,253 in its Depreciation Reserve Book
Balances at May 31, 2006, as adjusted, in connection with the amortization of three
Contributions In Aid of Construction, as detailed on Page 4 of my Exhibit No. TW-27
and discussed by Mr. Biediger in his explanation of Exhibit No. TW-21.
Have you prepared an exhibit showing the amount of Working Capital included
in the Cost of Service?
Yes. Ihave prepared Exhibit No. TW-28, which sets forth the working capital
components for Materials and Supplies and Prepayments in the amount of $3,448,264.
The Materials and Supplies (M&S) component, $953,207, detailed on Page 2 of my
Exhibit No. TW-28, is the 13-month average of the actual balances during the Base
Period. Page 3 of this Exhibit shows the determination of the Rate Base requirement
claimed for Prepayments, $2,495,057.
How was the amount claimed for Prepayments determined?
The determination is shown on Page 4 of Exhibit No. TW-28. For Prepaid Insurance,
Column (a), and Rent, Column (b), and Other Prepayments, Column (c), the average
of the monthly balances for the 13 month period ending February 28, 2007 — the end

of the Test Period was projected. The difference between the average of the monthly
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balances for the 13 month period ending February 28, 2007, the end of the Test
Period, and average of the monthly balances for the 13 month period ending May 31,
2006, the end of the Base Period, results in an increase of $254,756 for total
prepayments as reflected on Line 17 of Page 4 of my Exhibit No. TW-28. The
adjustment for each of the prepayments is reflected on Page 3 of my Exhibit No. TW-
28, Line 16, as an adjustment to the monthly balances for the 13 month period ending
May 31, 2006, shown on Page 3 of my Exhibit No. TW-28, Line 15. With this
adjustment, the level of Prepayments claimed in Rate Base is $2,495,057.
Does your testimony propose that any level of Cash Working Capital be
included?
No. In lieu of providing a lead-lag study I have proposed a zero allowance for Cash
Working Capital.
What is the total amount claimed for Taxes-Other Than Income Taxes?
Yes. I have prepared Exhibit No. TW-29, which sets forth adjusted tax expense by
type of tax and taxing authority.
What is the total amount claimed for Taxes-Other Than Income Taxes?
$12,300,127, as shown on Line 5, Column (c), of Page 1 of my Exhibit No. TW-29.
What is the amount of Ad Valorem Taxes?
The amount of Ad Valorem Taxes is $9,744,407. This amount is shown by state on

Page 2 of my Exhibit No. TW-29.
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How were Ad Valorem Taxes computed?
To compute Ad Valorem Taxes, I applied the estimated assessment ratios and
applicable tax rates for 2005, to the fair market value of assets subject to property
taxes in each state. The overall result is a $165,711 increase in the amount of Ad
Valorem Taxes.
What is the basis for the fair market value of assets subject to property taxes?
Except for the State of Oklahoma, each state's fair market value of assets subject to
property taxes includes the taxable value of Gas Plant as of January 1, 2006, reduced
for depreciation and adjusted for Net Plant additions and retirements during the Test
Period.
What is the basis in Oklahoma?
The market valuation of property at the time of acquisition of Transwestern by CCE
Holding, LLC in November 2004, reduced for depreciation and adjusted for net plant
additions and retirements during the Test Period is subject to Ad Valorem Taxes in
Oklahoma.
What is the amount of Payroll Taxes?
$1,601,425 of Payroll Taxes are included in the adjusted Cost of Service, as detailed
on Page 3 of my Exhibit No. TW-29. Federal Insurance Contribution Act Taxes were
adjusted by $198,222 for Social Security Taxes and $27,814 for Medicare Taxes, to
reflect the adjustment to operation and maintenance labor expenses as shown on Page

2 of Mr. Biediger’s Exhibit No. TW-23. Federal and State Unemployment Taxes
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were the actuals recorded on the books and records of the company for the Base
Period.
Please continue with your explanation of Other Taxes.
The amount of Navajo Business Activity Taxes is $706,563, and reflects the amount
actually recorded in the Base Period. This tax represents Transwestern’s costs for the
rights to conduct business across the Navajo tribal land, and is not related to the
compensation paid to the Navajo Nation for its rights-of-way. This amount is shown
on Page 4 of my Exhibit No. TW-29.
What is the amount of Miscellaneous Taxes?
$247,732 of Miscellaneous Taxes are reflected in the adjusted Cost of Service, as
detailed on Page 5 of my Exhibit No. TW-29. This is the actual amount incurred
during the Base Period.
What effect did the adjustments which you described have upon the amount
claimed for Taxes-Other Than Income Taxes?
The net of the adjustments described above and shown on Page 1 of Exhibit No.
TW-29, results in an increase of $391,474 over the base year expense per books of
$11,908,380, to arrive at the amount claimed in the Cost of Service of $12,300,127.
Does this complete your prepared direct testimony?

Yes, it does.



The State of Texas}
+ SS.

County of Harris }

BEFORE ME, the undersigned authority, on this day personally appeared
Rickey J. Brocato, who being by me first duly sworn, on oath deposes and says:

That he is the Rickey J. Brocato, offering the foregoing prepared direct testimony
and that all statements of fact contained therein are true and correct to the best of his

knowledge, information and belief.

/s/ Rickey J. Brocato
Rickey J. Brocato

Subscribed and sworn to before me this 28" day of September, 2006.

/s/ Suzanne Samano
Notary Public

My Commission Expires:

April 6, 2010
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Schedule C-1.1(1)
TRANSWESTERN PIPELINE COMPANY, LLC

Adjustment No. 3
To Remove the Asset Retirement Obiigation from Gas Plant In Service
Twelve Months Ended May 31, 2006, As Adjusted

Accumulated
Line Gas Plant Reserve for
No. Description In Service Depreciation

(a) (b)

1 Transmission Plant - ARO Asset $ (873,619) § (10,686)
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Schedule C-1.1(2)

TRANSWESTERN PIPELINE COMPANY, LLC

Adjustment No. 4
Major Retirements to be Completed During Test Period
Twelve Months Ended May 31, 2008, As Adjusted

Accumulated System
Line Gas Plant Reserve for Balancing
No. Description In Service Depreciation Gas
(a) (b) (c)
To remove East of Canadian River Assets from
1 Gas Plant in Service per Docket No. CP06-59-000 $ (15,742,841) $ 7,630,764 $ (134,558)
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EXHIBIT NO. TW-27

Page 4
Docket No. RP06-___-000
TRANSWESTERN PIPELINE COMPANY, LLC ggg:d;'e D-1
Depreciation Reserve Book Balances Applicable to Depreciation
Rates Not Yet Approved by the Commission
Twelve Months Ended May 31, 2006, As Adjusted
Line
No. Description Detail Amount
() (b)
Account 111, Accumulated Provision for Amortization
Intangible Plant
1 Contribution in Aid of Construction to Meridian Val Verde 1/ $ 383,176
2 Monthly Amortization rate per Books 10%
3 Monthly Amortization $ 3,276
4 Months in Service 64
5 Amortization per Books - May 2006 $ 209,694
6 Contribution in Aid of Construction to Pacific Gas Energy 2/ $ 7,476,199
7 Monthly Amortization rate per Books 8.33%
8 Monthly Amortization $ 51,896
9 Months in Service 75
10  Amortization per Books - May 2006 . $ 3,519,559
11 Contribution in Aid of Construction to Southwest Gas Trans Co. 3/ $ 556,000
12 Monthly Amortization rate per Books 20%
13 Monthly Amortization $ 9,267
14 Months in Service -
15 Amortization per Books - May 2006 $ - .
16 Total Reserve Applicable to Rates Not Yet Approved $ 3,729,253

by the Commission

1/ Contract with Meridan Oil, Inc. which became effective June 1994. Project remained in 107 account
account until unitized in Jan 2001. Amortization as of the end of the Test Period will total $239,182.

2/ Contracts with Pacific Gas & Electric commencing March 2000 through January 2001.
Amortization as of the end of the Test Period will total $3,986,636.

3/ Contract with Southwest Gas will become effective September 2006. Amortization as of the end of the
Test Period will total $37,052,



EXHIBIT NO. TW-28

Page 1
Docket No. RP06-___-000
STATEMENT E
TRANSWESTERN PIPELINE COMPANY, LLC
Working Capital
Twelve Month Ended May 31, 2006, As Adjusted
Line Total
No. Description Reference As Adjusted
(a)
1 Cash Working Capital $ -
2 Materials and Supplies Schedule E-2, Page 1 953,207
3 Prepayments Schedule E-2, Page 2 2,495,057
4 Total $ 3,448,264




TRANSWESTERN PIPELINE COMPANY, LLC

Monthly Balances for Materials and Supplies
Twelve Months Ended May 31, 2006, As Adjusted

EXHIBIT NO. TW-28
Page 2

Docket No. RP06-___-000
Schedule E-2

Page 1

Transmission Undistributed
Line System Stores Exp.
No. Year Month Account 154 Account 163 Total
(@) (b) (c)
1 2005 May $ 950,495 - 950,495
2 June 946,004 - 946,004
3 July 946,004 - 946,004
4 August 951,393 - 951,393
5 September 962,579 - 962,579
6 October 959,828 - 959,828
7 November 956,615 - 956,615
8 December 956,615 - 956,615
9 2006 January 955,477 - 955,477
10 February 952,956 - 952,956
11 March 951,135 - 951,135
12 April 951,405 - 951,405
13 May 951,191 - 951,191
14 Total $ 12,391,697 - 12,391,697
15 Average - 13 months 953,207



EXHIBIT NO. TW-28

Page 3

Docket No. RP06-____-000

Schedule E-2

TRANSWESTERN PIPELINE COMPANY, LLC Page 2
Monthly Balances for Prepayments
Twelve Months Ended May 31, 2006, As Adjusted
Line
No. Year Month Insurance Rents Other Total
(@) (b) (c) (d)

1 2005 May $ 242922 § 1,662,311 § 1,051,898 § 2,957,131
2 June 124,445 1,424,838 1,051,898 2,601,181
3 July 96,791 1,187,365 1,051,898 2,336,054
4 August 69,136 949,892 50,000 1,069,028
5 September 315,758 712,419 50,000 1,078,177
6 October 215,719 474,946 50,000 740,665
7 November 183,796 237,473 50,000 471,269
8 December 651,871 2,973,575 - 3,625,446
9 2006 January 577,432 2,725,777 320,467 3,623,676
10 February 451,793 2,477,979 291,334 3,221,106
1 March 326,154 2,230,181 262,201 2,818,536
12 April 285,260 1,982,383 233,068 2,500,711
13 May 142,408 1,734,585 203,935 2,080,928
14 Total $ 3,683,485 $§ 20,773,724 § 4,666,699 $ 29,123,908
15 Average - 13 months $ 283,345 $ 1,597,979 $ 358,977 $ 2,240,301
16 Adjustment - Schedule E-2 Page 3 339,408 92,410 (177,062) 254,756
17 Prepayments Claimed $ 622,753 $ 1,690,389 § 181,915 § 2,495,057




EXHIBIT NO. TW-28

Page 4

Docket No. RP08-___-000

Schedule E-2

TRANSWESTERN PIPELINE COMPANY, LLC Page 3
Adjustment for Prepayments
Twelve Months Ended May 31, 2006, As Adjusted
Line
No. Year Month Insurance Rents Other Total
@ (b) (© @

1 2008 February $ 451,793  § 2477979 $ 201,334 § 3,221,106
2 March 326,154 2,230,181 262,201 2,818,536
3 April 285,260 1,982,383 233,068 2,500,711
4 May 142,408 1,734,585 203,935 2,080,928
5 June - 1,486,787 174,802 1,661,589
6 July 1,241,048 1,238,989 145,669 2,625,707
7 August 1,116,789 991,191 116,536 2,224,516
8 September 992,530 743,393 87,403 1,823,326
9 October 932,049 495,595 58,270 1,485,914
10 November 807,242 247,797 29,137 1,084,176
11 December 682,435 3,034,974 - 3,717,409
12 2007 January 621,272 2,782,059 397,844 3,801,175
13 February 496,806 2,529,144 364,690 3,390,640
14 Total $ 8,095,787 $__ 21975057 % 2,364,889 $ 32,435,733
15 Average - 13 months $ 622,753 % 1,690,389 $ 181,915 § 2,495,057
16 Average - 13 months (06/05 - 05-06) 283,345 1,597,979 358,977 2,240,301
17 Adjustment $ 339,408 $ 92410 $ (177,062) $ 254,756




EXHIBIT NO. TW-28
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Docket No. RP08-___ -000
STATEMENT H-4
TRANSWESTERN PIPELINE COMPANY, LLC Page 1
Summary - Other Taxes
Twelve Months Ended May 31, 2006, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(2) (b) (c)
1 Ad Valorem $ 9,578,696 § 165,711 § 9,744,407
2 Payroll 1,375,389 226,036 1,601,425
3 Gross Receipts 706,563 - 706,563
4 Miscellaneous 247,732 - 247,732

5 Total $ 11,908,380 & 391,747 § 12,300,127




EXHIBIT NO. TW-29

Page 2
Docket No. RP06-____-000
STATEMENT H-4
TRANSWESTERN PIPELINE COMPANY, LLC Page 2
Ad Valorem Taxes
Twelve Months Ended May 31, 2006, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
@ (b) {c)
1 Arizona $ 5,082,120 $ 28,467 § 5,110,587
2 California 8,355 (325) 8,030
3 Colorado 191,045 (54,100) 136,945
4 Fort Mojave Indian Reservation 11,009 297 11,306
5 Navajo Nation 120,383 24,839 145,222
6 New Mexico 3,020,795 317,037 3,337,832
7 Oklahoma 249,474 (175,307) 74,167
8 Pueblo de Acoma 5,333 (1,028) 4,305
9 Texas 890,182 25,831 916,013
10 Total Ad Valorem Taxes $ 9,578,696 § 165,711  § 9,744,407




EXHIBIT NO. TW-29

Page 3
Docket No. RP06-___-000
STATEMENT H-4
TRANSWESTERN PIPELINE COMPANY, LLC Page 3
Payroll Taxes
Twelve Months Ended May 31, 2006, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(a) (b) ()
Federal Insurance Contributions Act
1 Social Security Taxes $ 1,033,876 $ 198,222 § 1,232,098
2 Medicare Taxes 278,626 27,814 306,440
3 Federal Unemployment Taxes 25,887 - 25,887
4 State Unemployment Taxes 37,000 - 37,000

5 Total Payroll Taxes $ 1,375,389 $ 226,036 $ 1,601,425




EXHIBIT NO. TW-28
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Docket No. RP06-___-000
STATEMENT H-4
TRANSWESTERN PIPELINE COMPANY, LLC Page 4
Gross Receipts Tax
Twelve Months Ended May 31, 2006, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed

@ (b)

Navajo Business Activity Taxes $ 706,563 $ -

(c)

$ 706,563




EXHIBIT NO. TW-29

Page 5
Docket No. RP06-___-000
STATEMENT H-4
TRANSWESTERN PIPELINE COMPANY, LLGC Page 5
Miscellaneous Other Taxes
Twelve Months Ended May 31, 2006, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(@) (b) {c)
Compressor Fuel Taxes
1 Colorado $ 247,476 § - $ 247,476
Franchise Taxes
2 Delaware 200 - 200
License Fees
3 Colorado 56 - 56
4 Total Miscellaneous Other Taxes $ 247,732 $ - $ 247,732
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EXHIBIT NO. TW-29

Page 7
Docket No. RP06-____-000
Schedule H4
TRANSWESTERN PIPELINE COMPANY, LLC Page 2
Adjustment to Other Taxes - FICA
Twelve Months Ended May 31, 2006, As Adjusted
Line
No. Description Detail Adjustment
(@) (b)
1 Base Period Compensation $ 20,645,675
2 O&M Adj. No. 6(c) - Corporate Labor Charges (2,833,623)
3 O&M Adj. No. 6(e) - Out-of-Period Compensation-Related Entries 651,346
4 Adjusted Base Period Compensation Subject to Payroll Taxes $ 18,463,398
5 Base Period FICA Taxes - OASDI $ 1,033,876
6 Adjustment to eliminate out-of-period entries 42,842
7 Adjusted Base Period FICA Taxes - OASDI $ 1,076,718
8 Base Period OASDI "Load Factor” (Line 7 / Line 4) 5.83%
9 Test Period Compensation Subject to Payroll Taxes $ 21,133,765
10 Test Period FICA Taxes - OASDI {Line 8 x Line 9) $ 1,232,098
11 Adjustment to FICA Taxes - OASDI (Line 10 - Line 5) $ 198,222
12 Test Period FICA Taxes - Medicare (Line 9 x 1.45%) $ 306,440
13 Base Period FICA Taxes - Medicare 278,626

14 Adjustment to FICA Taxes - Medicare (Line 12 - Line 13) $ 27,814




