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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Southwest Gas Storage Company  § Docket No. RP07-__ -000

PREPARED DIRECT TESTIMONY
OF
RICKEY 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?

A. 1am employed by Panhandle Eastern Pipe Line Company, LP (“Panhandle”) as

> 0 » 0

Manager of Cost of Service in the Rates and Regulatory Affairs Department. In
addition to Panhandle, I have the same position with the other pipeline companies
of the Panhandle Energy pipeline group which include Florida Gas Transmission
Company, LLC (“Florida Gas”), Sea Robin Pipeline Company, LLC (“Sea
Robin”), Southwest Gas Storage Company, (“Southwest Gas Storage”), Trunkline
Gas Company, LLC (“Trunkline”) and Trunkline LNG Company, LLC.

How long have you been employed by the Panhandle system?

Since December 1974.

Please describe your employment history with the Panhandle system.

Ijoined Texas Eastern Transmission Corporation as a Junior Accountant in the

Controllers department in December 1974. I was subsequently promoted to the
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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
Regulatory Affairs department. In August 1990, I assumed my present position
as Manager of Cost of Service. I assumed that function for Florida Gas
Transmission Company, LLC with the acquisition of the CrossCountry Energy
pipelines from Enron Corp. 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 for regulatory proceedings by Southwest Gas
Storage.
What is your educational background?

I graduated from Louisiana Tech University in 1974 with a Bachelor of Science

degree in Accounting.

. Have you previously submitted testimony before the Federal Energy

Regulatory Commission (Commission)?

. Yes. My most recent testimony was submitted in Trunkline Gas Company, Docket

No. RP96-129-000, Transwestern Pipeline Company, LLC, in Docket No. RP06-

614-000, Southwest Gas Storage Company in Docket No. RP07-34-000, and Sea

Robin Pipeline Company, LLC in Docket No. RP07-513-000.

Q. What is the scope of your testimony in this proceeding?

A. I will testify to the following areas:
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1) Gas Plant;

2) Accumulated Provision for Depreciation,;

3) Working Capital; and

4) Taxes Other Than Income.

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

SGS-47 Statement C Gas Plant

SGS-48 Statement D Accumulated Provision for
Depreciation, Depletion and
Amortization

SGS-49 Statement E Working Capital

SGS-50 Statement H(4) Other Taxes

Q. What is the Total Cost of Plant in this proceeding?

A.

Southwest Gas Storage supports $265,959,493 as the Total Cost of Plant. This
reflects the Gas Plant balances ended April 30, 2007 adjusted for known and
measurable changes which are expected to occur during the nine months
succeeding the end of the Base Period, through January 31, 2008 (“Adjustment
Period”). Page 1 of my Exhibit No. SGS-47 shows by primary account the Gas
Plant balance at the end of the Base Period, plus the necessary adjustments to
arrive at the adjusted balance at the end of the Adjustment Period. Page 6 of this

exhibit summarizes the adjustments to Gas Plant.
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What adjustments did you make to Gas Plant?
The total of the adjustments is a $26,337,162 increase, as shown on Page 1 at
Line 6, Column (f) of Exhibit No. SGS-47. These adjustments reflect additions,
retirements and transfers of Gas Plant projected for the Adjustment Period.
What are the various Gas Plant adjustments you have made as shown on
Exhibit No. SGS-47?
The adjustments, as summarized at Page 6 of my exhibit are as follows:

Adjustment No. 1 transfers amounts recorded in Account No. 106 - Completed

Construction Not Classified, at April 30, 2007 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 Adjustment Period,
including actual amounts included in Account No. 107 - Construction Work in

Progress as of April 30, 2007. Adjustment No. 3 reflects the reclass of Base Gas

Recoverable as Base Gas Non-Recoverable; and, Adjustment No. 4 reflects the

addition of Base Gas Recoverable per Docket CP07-69-000 filed with the
Commission on January 26, 2007, and as shown on Mr. Langston’s Exhibit No.
SGS-15.

Please describe the type of projects contained in Adjustment No. 2?

These projects are approved work orders that have capital dollars budgeted for
construction and are estimated to be in service during the Adjustment Period

ending January 31, 2008.
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Have you made an adjustment regarding the reclassification of base gas
from recoverable to non-recoverable and the addition of base gas at the
North Hopeton Storage Field?
Yes. As shown on my Exhibit No. SGS-47, Page 12, Lines 19 and 20, Column
(e), the base gas storage volume to be reclassified from recoverable base gas to
non-recoverable base gas is 26,617,738 Mcf. This volume was provided to me
by Southwest Gas Storage witness Ms. Benson. This reclass transfers
$28,128,369 from Account No.117, Recoverable/Cushion Gas to Gas Plant in
Service Account No. 101, Utility Account 352.30, Non-Recoverable Natural Gas.
This adjustment can be seen on Exhibit No. SGS-47, Page 6, Lines 3 and 6 as
well as on Exhibit No. SGS-47, Page 2, Line 15, Column (f).
Describe the allocation of base gas volumes and costs to reflect the
reclassification of base gas recommended by Southwest Gas Storage witness
Ms. Benson.
Southwest Gas Storage maintains and records the base gas volumes (both
recoverable and non-recoverable) and associated cost for each of its storage fields
on its books. The volumes are shown in Columns (a) and (c) of Exhibit No.
SGS-47, Page 12 and the original cost to acquire the base gas volumes are shown
in Column (b) and (d). Ms. Benson furnished the non-recoverable adjustment
volumes for each storage field as shown in her Exhibit No. SGS-17. These
volumes are shown in Column (e). The costs associated with the adjustment

volumes are reflected in Column (f). These amounts were derived by multiplying
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the adjustment volumes in Column (e) by the average unit price of base gas
recoverable (Column (b) divided by (a)) for each storage field. The resulting
base gas recoverable, as adjusted, is shown in Columns (g) and (h). The base gas
non-recoverable, as adjusted, is shown in Columns (i) and (j).
What is the resulting accounting required to reclassify the base gas?
The Commission’s Uniform System of Accounts requires recoverable base gas to
be included in Account No. 117. Special instructions to Account 117.1 in the
Commission’s Uniform System of Accounts provide that volumes that are non-
recoverable but are used to maintain pressure and deliverability should be
recorded in Gas Plant Account No. 352.3, Non-recoverable Natural Gas. When
base gas is determined to be non-recoverable, the original cost of the base gas is
reclassified to Account No. 101, Gas Plant In Service. As shown on Exhibit No.
SGS-47, Page 6, Lines 3 and 6, Column (a), $28,128,369 of base gas is
reclassified from Account No. 117 to Account No. 101.
What are the cost of service implications of this adjustment?
The base gas that was acquired to develop the storage fields and maintain
working storage capacity is included in rate base and the pipeline is permitted to
earn a return on its investment. As Ms. Benson has shown, 26,617,738 Mcf of
the base gas in Southwest Gas Storage’s four storage fields is no longer
recoverable and should be transferred to Account No. 352.30, a sub-account of
Gas Plant No. 101. When a component of base gas is determined to be non-

recoverable, the cost is transferred to Gas Plant Account No. 101 to be
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depreciated with other storage assets. The cost of base gas in Gas Plant Account
No. 117 is not depreciated because it is assumed that these volumes can be
recovered when the storage field is abandoned.
Describe the adjustment for the acquisition of additional base gas at the
North Hopeton Storage Field?
Southwest Gas Storage utilized the amount reflected in Docket No. CP07-69-000.
The derivation of this adjustment is shown on Mr. Langston’s Exhibit No. SGS-
15. Asreflected on Exhibit No. SGS-47, page 6, the additional base will be
added to Account No. 117. The amount of $22,536,000 is shown on Exhibit No.
SGS-47, Page 6, Line 7, in Column (b).
What is the total Accumulated Provision for Depreciation, Depletion and
Amortization that Southwest Gas Storage proposes as part of its Rate Base?
The Total Accumulated Provision for Depreciation, Depletion and Amortization
is $122,879,458 and is summarized in Exhibit No. SGS-48, Page 1. The Base
Period Balance at April 30, 2007 shown in Column (e) is adjusted with
adjustments in Column (f) for the Adjustment Period ended January 31, 2008.
Column (e), the total per book reserve at the end of the April 30, 2007, 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 in Exhibit No. SGS-48?
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Adjustment No. 1, as shown on Page 3 of Exhibit No. SGS-48, totaling
$4,115,740, reflects Depreciation and Amortization of Gas Plant projected to be
recorded during the Adjustment Period.
Have you prepared an exhibit showing the amount of Working Capital that
should be included in Rate Base?
Yes. Ihave prepared Exhibit No. SGS-49, which sets forth the working capital
components for Materials and Supplies and Prepayments in the amount of
$168,873. The Materials and Supplies (M&S) component, $108,241,‘ detailed on
Page 2 of my Exhibit No. SGS-49, is the 13-month average of the actual balances
during the period April 2006 through April 2007. Page 3 of this Exhibit shows
the determination of the Rate Base requirement claimed for Prepayments,
$60,632. Prepayments were also derived on a 13-month average of the actual
balances during the Period April 2006 through April 2007. This 13-month
average is representative of the Working Capital balance for the Adjustment
Period.
Do the proposed amounts for Gas Plant, Accumulated Depreciation,
Depletion and Amortization and Working Capital reflect consistent
treatment?
Yes, the most recent actual account balances and known and measurable data was
used to compile these components.
Have you prepared an exhibit showing the amount of Taxes Other Than

Income Taxes that should be included in the Cost of Service?
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Yes. Ihave prepared Exhibit No. SGS-50, 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?
$3,606,658, as shown on my Exhibit No. SGS-50, Page 1, Line 5, Column (c).
What is the amount of Ad Valorem Taxes?
The amount of Ad Valorem Taxes is $3,182,611. This amount is shown by state
on Page 2 of my Exhibit No. SGS-50.
How were Ad Valorem Taxes computed?
To compute Ad Valorem Taxes, the estimated assessment ratios and applicable
tax rates for 2007 were applied to the fair market value of assets subject to
property taxes in each state. The Ad Valorem tax expense is based on the
updated Gas Plant investment at January 31, 2008 as reflected in my Exhibit No.
SGS-47. As shown on Exhibt No. SGS-50, Page 2, the overall result is a
$296,624 increase in the amount of Ad Valorem Taxes.
What is the amount of Payroll Taxes?
$175,492 of Payroll Taxes are included in the adjusted Cost of Service, as
detailed on Page 3 of my Exhibit No. SGS-50. Federal Insurance Contribution
Act Taxes were adjusted by $6,112 for Social Security Taxes and $2,569 for
Medicare Taxes, to reflect the adjustment to operation and maintenance labor
expenses as shown on Page 2 of Mr. Biediger’s Exhibit No. SGS-39. Federal and
State Unemployment Taxes reflect the actual amounts recorded on the books and

records of the Company for the twelve months ended April 30, 2007.
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What is the amount of Miscellaneous Taxes?
$248,555 of Miscellaneous Taxes for Franchise Taxes and the Michigan Single
Business Tax are reflected in the adjusted Cost of Service, as detailed on Page 4
of my Exhibit No. SGS-50. This is the actual amount incurred for the twelve
months ended April 30, 2007. These are the expected representative tax levels
for miscellaneous taxes.
What effect did the adjustments which you described have on the amount
claimed for Taxes Other Than Income Taxes?
The net of the adjustments described above and shown on Page 1 of Exhibit No.
SGS-50, results in an increase of $305,305 over the actual expense per books of
$3,301,353 to arrive at the amount claimed in the Cost of Service of $3,606,658.
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.

Ricke?( ZSBr\écato
Subscribed and sworn to before me this 27™ day of July, 2007.

) ! v § S D\IotaryPublic

My Commission Expires:

April 6, 2010
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Docket No. RP0O7-____-000
SOUTHWEST GAS STORAGE COMPANY Schedule C-2(4)
Cost of Base Gas Purchased 1/
Line
No. Description Detail Amount
(a) (b)
1 Base Gas - Volumes (Dt) 3,000,000
2 Purchase Price 2/ $ 7.512
3 Total $ 22,536,000

1/

2/

As reflected in Docket No. CP07-69-000 filed with the Commission on January 26, 2007.

Reflects purchase by Southwest of 3,000,000 Dt of additional Base Gas - Recoverable
at $7.512. The price is based on natural gas futures price on January 23, 2007 for
April 2007 delivery.
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SOUTHWEST GAS STORAGE COMPANY

Twelve Month Ended April 30, 2007, As Adjusted

Working Capital

EXHIBIT NO. SGS-49
Page 1

Docket No. RP07-___-000
STATEMENT E

Line Total
No. Description Reference As Adjusted
€))
1 Cash Working Capital -
2 Materials and Supplies Schedule E-2, Page 1 108,241
3 Prepayments Schedule E-2, Page 2 60,632
4 Total 168,873




EXHIBIT NO. SGS-49

Page 2
Docket No. RP0O7- _ -000
Schedule E-2
Page 1
SOUTHWEST GAS STORAGE COMPANY
Monthly Balances for Materials and Supplies
For the Period Ended April 30, 2007, As Adjusted
Transmission Undistributed
Line System Stores Exp.
No. Year Month Account 154 Account 163 Total
(a) (b) (c)
1 2006 April $ 110,539 $ - $ 110,539
2 May 110,539 - 110,539
3 June 100,305 - 100,305
4 July 108,641 - 108,641
5 August 108,608 - 108,608
6 September 108,608 - 108,608
7 October 108,608 - 108,608
8 November 108,608 - 108,608
9 December 108,542 - 108,542
10 2007 January 108,536 - 108,536
11 February 108,536 - 108,536
12 March 108,531 - 108,531
13 April 108,531 - 108,531
14 Total $ 1,407,132 § - $ 1,407,132
15 Average - 13 months $ 108,241
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Docket No. RP07-__ -000

Schedule E-2

Page 2

SOUTHWEST GAS STORAGE COMPANY
Monthly Balances for Prepayments
For the Period Ended April 30, 2007, As Adjusted
Line
No. Year Month Insurance Rents Other Total
(a) (b) (c) (d)

1 2006 April $ 52,063 § - - $ 52,063
2 May 26,019 - - 26,019
3 June - - - -
4 July 11,221 - - 11,221
5 August 5,610 - - 5,610
6 September 128,398 - - 128,398
7 October 133,472 - - 133,472
8 November 109,695 - - 109,695
9 December 85,917 - - 85,917
10 2007 January 85,437 - - 85,437
11 February 64,281 - - 64,281
12 March 43,124 - - 43,124
13 April 42,979 - - 42,979
14 Total $ 788,216  § - - $ 788,216
15 Average - 13 months $ 60,632



EXHIBIT NO. SGS-50
Page 1
Docket No. RP0O7-___-000

STATEMENT H-4

Page 1
SOUTHWEST GAS STORAGE COMPANY
Summary - Other Taxes
For The Period Ended April 30, 2007, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(a) (b) (c)
1 Ad Valorem $ 2,885,987 §$ 296,624 $ 3,182,611
2 Payroll 166,811 8,681 175,492
3 Gross Receipts - - -
4 Miscellaneous 248,555 - 248,555

5 Total $ 3,301,353 § 305,305 $ 3,606,658




EXHIBIT NO. SGS-50
Page 2

Docket No. RP0O7-____-000
STATEMENT H-4

Page 2
SOUTHWEST GAS STORAGE COMPANY
Ad Valorem Taxes
For The Period Ended April 30, 2007, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(@) (b) (©
1 Kansas $ 2,211,543 § (70,782) $ 2,140,761
2 lliinois 21,031 76 21,107
3 Michigan 267,667 (2,150) 265,517
4 Oklahoma 385,746 369,480 755,226

5 Total Ad Valorem Taxes $ 2,885,987 $ 296,624 $ 3,182,611




EXHIBIT NO. SGS-50
Page 3
Docket No. RP07-___-000

STATEMENT H-4

Page 3
SOUTHWEST GAS STORAGE COMPANY
Payroll Taxes
For The Period Ended April 30, 2007, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(2) (b) (c)
Federal Insurance Contributions Act
1 Social Security Taxes $ 121,370 § 6,112 $ 127,482
2 Medicare Taxes 30,737 2,569 33,306
3 Federal Unemployment Taxes 1,591 - 1,591
4 State Unemployment Taxes 13,113 - 13,113

5 Total Payroll Taxes $ 166,811 § 8,681 § 175,492
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Page 4

Docket No. RP07-___-000
STATEMENT H-4

Page 4
SOUTHWEST GAS STORAGE COMPANY
Miscellaneous Other Taxes
For The Period Ended April 30, 2007, As Adjusted
Line Expense Total
No. Description Per Books Adjustments Taxes Claimed
(2) (b) (c)
Franchise Taxes

1 Delaware $ 200 $ - $ 200
2 Kansas 32,055 - 32,055
3 lllinois 36,250 - 36,250
4 Michigan 25 - 25
5 Oklahoma 25 - 25
6 Total Franchise Taxes 68,555 - 68,555
7 Michigan Single Business Tax 180,000 - 180,000

"8 Total Miscellaneous Other Taxes $ 248,555 - $ 248,555
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EXHIBIT NO. SGS-50

Page 6
Docket No. RPO7-__ -000
SOUTHWEST GAS STORAGE COMPANY Schedule H-4
Page 2
Adjustment to Other Taxes - FICA
Twelve Months Ended April 30, 2007, As Adjusted
Line
No. Description Detail Adjustment
(a) (b)

1 Compensation for the 12 months ended 4/30/2007 $ 2,310,899

2 O&M Adj. No. 5(b) - Base Period Corporate Labor (125,487)

3 Net Compensation Subject to Payroll Taxes $ 2,185,412

4 FICA Taxes - OASDI for the 12 months ended 4/30/2007 $ 121,370

5 OASDI "Load Factor” (Line 4 / Line 3) 5.55%

6 Adjusted Compensation Subject to Payroll Taxes $ 2,820,819

7 O&M Adj. No. 5(b) - Test Period Corporate Labor (523,849)

8 Net Compensation Subject to Payroll Taxes $ 2,296,970

9 FICA Taxes - OASDI, As Adjusted (Line 5 x Line 8) $ 127,482

10 Adjustment to FICA Taxes - OASDI (Line 9 - Line 4) $ 6,112

11 FICA Taxes - Medicare, As Adjusted (Line 8 x 1.45%) $ 33,306

12 FICA Taxes - Medicare for the 12 months ended 4/30/2007 30,737

13 Adjustment to FICA Taxes - Medicare (Line 12 - Line 13) 2,569

14 Total Adjustment $ 8,681



