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DECISION
I.

INTRODUCTION

A.

SUMMARY

In this decision, subject to the orders in Section IV.B., the Public Utilities
Regulatory Authority approves the Settlement Agreement filed by Yankee Gas Services
Company, the Office of Consumer Counsel and the Prosecutorial Unit of the Public
Utilities Regulatory Authority. The Public Utilities Regulatory Authority finds that the
Settlement Agreement, providing for a total rate increase of $30.2 million over the three
rate years, will allow The Yankee Gas Services Company to attract capital needed for
the Company to continue to provide safe, adequate, and reliable gas distribution
services at reasonable rates.
B.

BACKGROUND OF THE PROCEEDING

On June 15, 2018, pursuant to Conn. Gen. Stat. §§ 16-19 and 16-19e, The
Yankee Gas Services Company d/b/a Eversource Energy (Yankee or Company) filed
an application for a rate increase (Application) with the Public Utilities Regulatory
Authority (PURA or Authority). Yankee proposed a total rate increase of $86 million
over the three-year rate plan with an increase of $49 million in Rate Year (RY) 1, $21
million in RY 2 and $16 million in RY 3.
Yankee, the Office of Consumer Counsel (OCC) and the Prosecutorial Staff of
the Public Utilities Regulatory Authority (PRO; together, the Settling Parties) jointly
submitted a Settlement Agreement for the Authority to review and approve. The
Settlement Agreement (Settlement Agreement) is contained in three separate motion
filings dated September 5, 2018 (Motion No. 43, Appendix A to this Decision,
hereinafter 9/5/18 Settlement Filing), September 14, 2018 (Motion No. 45, Appendix B
to this Decision, hereinafter 9/14/18 Settlement Filing), and September 21, 2018 (Motion
No. 46, Appendix C to this Decision, hereinafter 9/21/18 Settlement Filing). The
Settlement Agreement proposes rate increases of $1.4 million in RY 1, $15.8 million in
RY 2 and $13 million in RY 3.
C.

CONDUCT OF THE PROCEEDING

Pursuant to a Notice of Pre-Hearing Conference dated June 7, 2018, the
Authority conducted a Pre-Hearing Conference on June 28, 2018, to discuss procedural
issues with all admitted parties and intervenors at the Authority’s offices located at Ten
Franklin Square, New Britain, CT.
On June 19, 2018, Yankee submitted a motion for approval of its customer notice
and permission to provide it to customers. On June 22, 2018, the Authority approved
the customer notice.
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By Notices of Audit dated June 26, 2018 and July 31, 2018, the Authority
conducted audits of the Company’s books and records at 107 Selden Street, Berlin, CT
beginning on July 31, 2018.
The Authority held noticed Public Comment hearings on August 20, 2018, at the
Windham Town Hall and August 21, 2018, at the Newtown Town Hall.
By Notice of Hearing dated September 18, 2018, the Authority held a hearing on
September 26, 2018 at its offices at Ten Franklin Square, New Britain, CT, to review the
Settlement Agreement.
By Notice of Close of Record dated November 1, 2018, the record was closed.
D.

PARTIES AND INTERVENORS

The Authority recognized the following as parties to this proceeding: The Yankee
Gas Services Company d/b/a Eversource Energy, 107 Selden Street, Berlin, CT 06037;
Office of Consumer Counsel, Ten Franklin Square, New Britain, CT 06051; the
Commissioner of the Department of Energy and Environmental Protection, 79 Elm
Street, Hartford, CT 06106; and Prosecutorial Division of the Authority, Ten Franklin
Square, New Britain, CT 06051. The Authority granted Intervenor status to the Office of
the Attorney General.
E.

PUBLIC COMMENT

The Authority held two evening public comment hearings for the purpose of
receiving comments from the general public concerning the Application: August 20,
2018, at the Windham Town Hall, 979 Main St., Willimantic, CT and August 21, 2018, in
the Council Chambers at the Newtown Municipal Center, 3 Primrose Street, Newtown,
CT. Approximately 53 members of the public attended both the hearings and of this
total, nine people spoke. Those customers that provided testimony expressed concerns
regarding environmental issues, such as reducing emissions, hydraulic fracturing and
the effects from proposed pipeline expansion projects. Tr. 8/21/18 pp. 6-7, 14-15, 1718, 19-20. A member of the Windham Chamber of Commerce spoke in support of
Yankee and their collaboration with the Chamber on reliability and resiliency projects in
several towns including several gas expansion projects in the region. Tr. 8/20/18, pp. 67.
The Authority received approximately 25 letters and emails regarding the
Company’s Application. Many of the correspondence received did not support
Yankee’s rate increase request, citing opposition to the increase and demanding
reasonable rates for all Connecticut residents.
II.

AUTHORITY ANALYSIS

Pursuant to Conn. Gen. Stat. § 4-177, a contested case may be resolved by a
proposed Settlement Agreement unless it is precluded by law. Conn. Gen. Stat. § 1619jj, encourages the use of proposed Settlement Agreements to resolve contested
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cases when the Authority deems it appropriate to do so. The Authority may approve
proposed settlements which are just and reasonable and in the public interest.
A.

SETTLEMENT AGREEMENT

The discussions among the Settling Parties resulted in the September 5 th joint
filing of the proposed Settlement Agreement. The Company’s original application for a
rate increase sought incremental revenues of $86 million over a three-year rate period
of 2019-2021. The Settlement Agreement proposes total incremental distribution
revenue requirements over a three-year period of $30.2 million, which constitutes a
reduction of 65% or $55.8 million to the original proposal. The largest reduction is in the
first year of the three-year rate plan. The Company’s original proposal to increase
distribution rates by $49 million in the first rate year was reduced by 97% to $1.4 million.
The proposed reductions were due to reductions to O&M expense and capital
programs, tax savings and ROE reductions. 9/5/18 Settlement Filing, pp. 2-4.
To determine the reasonableness of the settlement amount and to exercise its
due diligence responsibility, the PURA conducted an analysis based on the record
evidence, which included responses to interrogatories and audit data requests. The
Authority also considered adjustments specific to the Settlement Agreement.
B.

CUSTOMER SERVICE REVIEW
1.

Standard Bill Form and Termination Notice

Yankee’s standard bill form, termination notice and customer rights notice were
reviewed and found to be in compliance with applicable regulations. Application,
Schedule H-2.0 and H-2.0(A); Response to Interrogatories CA-1 through CA-4.
According to the Company, a customer with a pending termination notice has the
opportunity to take advantage of several electronic methods for bill payment such as online payments or electronic checks. Tr. 9/26/18, p. 42. Both the Company and the
Authority were aware of incidents involving customers with pending termination notices
who utilized electronic bill payment methods. Such incidents had the potential for
customers to be in jeopardy of having their service terminated if the payment was
processed or received after the disconnect date indicated in the termination notice. Tr.
9/26/18, pp. 43, 48 and 49. Yankee indicated that it was in the process of reviewing its
termination notices so as to avoid these situations. Tr. 9/26/18, p. 49. Accordingly,
Yankee will be ordered to report on any enhancements that it can make to its
termination notice format so that customers who want to take advantage of electronic
bill payment methods are aware that any electronic payment made on an account after
the last day of guaranteed service may still subject that account to service termination
and any associated reconnection fees.
Yankee does not make routine telephone contact with the typical delinquent
customer. Response to Interrogatory CA-1. The Company has recently implemented a
new service that allows customers to set up online preferences to receive disconnect
alerts, and this allows them to receive it in a manner that is secure. The customer sets
up the preference for either receiving a text message or email from the Company
advising them of their delinquent status. Tr. 9/26/18, p 37. Yankee has also affirmed
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that customers will not be terminated for unregulated charges, in compliance with
applicable regulations. Application, H-2.0(B) and Response to Interrogatory CA-2.
Eversource mails a bill insert every November entitled “Your Rights: Important
Information About Your Service” to its customers. Response to Interrogatory CA-3. The
Authority finds that Yankee’s termination notice and standard bill form are in compliance
with applicable statutes and regulations.
2.

Policies and Procedures for Estimated Billing

Yankee provided its policies and procedures for generating an estimated bill.
Yankee’s billing system produces an estimated bill based upon historical usage in the
comparable month in the prior year. If the corresponding month of the previous year is
not available, the amount is based on the previous month. All of these procedures
have been reviewed and found to be in compliance with applicable regulations.
Application, Exhibit H-2.0 (C); Response to Interrogatory CA-5 and CA-6.
Yankee’s bill form and associated customer notices were also reviewed and
found acceptable. The Company provides its customers with the proper estimated bill
form and also provides customers with notification (in both English and Spanish) as
required by Conn. Agencies Regs. § 16-3-102C3. Yankee sends a letter after the
second consecutive estimated bill to alert their customers. Response to Interrogatory
CA-5.
The Authority notes that the issuance of estimated bills by Yankee occurs very
infrequently. The table below shows the percentage of estimated bills issued over time
periods ranging from 1-3 months to as long as 12 or more months:

Year 1 to 3 Months 4 to 6 Months 7 to 11 Months 12+ Months
2015
1.00%
0.22%
0.135%
0.087%
2016
1.15%
0.17%
0.130%
0.106%
2017
2.44%
0.21%
0.22%
0.074%
Response to Interrogatory CA-6.
Yankee indicated that the primary reason for the increase in estimated meter
readings for the one to three-month category in 2017 was the Company being behind in
performing meter exchanges. According to Yankee, it has been able to catch up on this
work which has resulted in a reduction in the one to three-month category to 2% for
calendar year 2018. Tr. 9/26/18, p. 46. The Authority finds that Yankee’s estimated
billing procedures are reasonable.
3.

Customer Security Deposits

Presently, the Company utilizes a residential security deposit questionnaire when
customers contact Yankee to initiate service, including those customers whose service
was terminated for non-payment during the last two years.
The security deposit
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includes all of the questions and provisions to be discussed with customers as required
by Conn. Agencies Regs. §16-262j-1. Application, Schedule H-2.0 (F).
Yankee does not provide a written copy of its policies and procedures to those
customers required to provide a security deposit. However, information on the
Company’s security policy is provided on the disconnect notice and annually in a bill
insert which include the security deposit policies and procedures. Response to
Interrogatory CA-7.
According to the Company, the customer will be mailed a receipt letter for their
deposit two weeks after the deposit payment posts to the account. Tr. 9/26/18, p.49.
The Authority reviewed the current policies and procedures used by Yankee to
administer customer security deposits and found them to be in compliance with
applicable regulations.
4.

Service Appointments

Yankee schedules service appointments during normal hours of operation for
non-emergency appointments the availability is Monday through Friday 8:00 a.m. to
12:00 p.m. and 12:00 p.m. to 4:00 p.m. Yankee will make exceptions to this policy
based on specific customer needs. Emergency calls are responded to 24 hours a day.
Application schedule H-2.0 (D), Response to Interrogatory CA-9. Over the last three
years, Yankee has kept at least 99% of its scheduled service appointments. Response
to Interrogatory CA-10. The Authority finds that Yankee’s appointment policies and
procedures are reasonable.
5.

Customer Call Center

The Company maintains a Customer Care Center to address customer
complaints and inquiries. The operating hours for this call center are 8:00 a.m. to 6:00
p.m. Monday through Friday. Response to Interrogatory CA-21. According to Yankee,
the IVR does not capture data required to calculate the average time spent in the IVR.
Statistics below, submitted by Yankee for calendar years 2016 and 2017, indicate the
call center’s monthly performance:

ASA1
2016
January
February
March
April
May
June
1
2

15.0
13.0
11.0
51.0
78.0
62.0

Average Speed of Answer, in seconds
Abandoned Call Rate

ACR2
2%
2%
2%
4%
6%
5%

2017
January
February
March
April
May
June

ASA

ACR

217.0
101.6
69.5
45.8
78.9
49.0

11%
5%
4%
3%
5%
3%
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58.0
95.0
108.0
75.0
32.0
19.0

5%
6%
8%
6%
3%
2%

July
August
September
October
November
December

56.9
40.9
52.0
75.3
203.4
66.9

3%
2%
4%
5%
11%
5%

Response to Interrogatory CA-22.
The statistics submitted by Yankee indicated a degradation in service level
during calendar year 2017, especially in the winter timeframe. Based upon these
results, the Authority believes it is prudent to monitor Yankee’s call center performance
statistics on an ongoing basis. Accordingly, Yankee shall be ordered to submit, on a
quarterly basis, monthly telephone answering statistics. Said statistics shall indicate the
average speed of answer, the average call handle time, the number of abandoned calls,
the abandoned call rate, an evaluation of the percentage of customer-initiated IVR
transactions completed within the IVR (Transaction Completion Rates), the average
number of customer service representatives answering calls, and the ratio of calls to
customer service representatives.
6.

Customer Service Summary

In reviewing Yankee’s customer service policies and procedures, the Authority
notes that the Company has continued to meet monthly with PURA Consumer Affairs
staff. These meetings have been valuable for both parties as a means to discuss
complaint trends, ongoing issues, or anticipated issues. The Authority finds that there is
value in continuing the monthly compliance meetings. Accordingly, the Authority will
direct Yankee to continue the monthly meetings with PURA staff.
Overall, the Authority finds Yankee’s customer service policies and procedures to
be in compliance with applicable statutes and regulations.
C.

COST OF CAPITAL
1.

Introduction

In determining the appropriate cost of capital, Conn. Gen. Stat. §16-19e (a)
requires that:
[t]he level and structure of rates be sufficient, but no more than sufficient,
to allow public service companies to cover their operating costs including,
but not limited to, appropriate staffing levels, and capital costs, to attract
needed capital and to maintain their financial integrity, and yet provide
appropriate protection to the relevant public interests, both existing and
foreseeable . . .
In addition, in Federal Power Comm’n v. Hope Natural Gas Co., 320 US 591
(1944) (Hope Decision), the Court established criteria to determine cost of capital
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allowances. In that decision, the Court determined that companies need to be allowed
to earn a level of revenues sufficient to enable them to operate successfully, maintain
their financial integrity and to attract capital and compensate their investors for their risk.
To determine a rate of return (ROR) on rate base that is appropriate for the
Company’s overall cost of capital, the Authority identifies the components of its capital
structure and estimates the cost of each component. The components are then
weighted according to their proportion of total capitalization. These weighted costs are
summed to determine the Company’s overall cost of capital, which becomes the
allowed ROR.
2.

Capital Structure and Costs
a.

Capital Structure

The Settling Parties proposed rates are based on capital structures for each of
the rate years 2019 through 2021 which are as follows:
Capital Structure for Rate Year 1 Ending December 31, 2019
Class of Capital
Short-Term Debt
Long-Term Debt
Common Equity

Total
Capitalization

$ Amount

% of Total

Cost

Weighted Cost

556,441,000
640,768,000

46.48
53.52

4.32%
9.30%

2.01%
4.98%

1,197,209,000

100.00

6.99%

9/5/18 Settlement Filing, Attachment 6 and Response to Interrogatory FI-263.
Capital Structure for Rate Year 2 Ending December 31, 2020
Class of Capital
$ Amount
% of Total
Short-Term Debt
Long-Term Debt
662,989,000
46.01
Common Equity
777,926,000
53.99
Total
Capitalization
1,440,915,000 100.00

Cost

Weighted Cost

4.43%
9.30%

2.04%
5.02%
7.06%

9/5/18 Settlement Filing, Attachment 6 and Response to Interrogatory FI-263.
Capital Structure for Rate Year 3 Ending December 31, 2021
Class of Capital
Short-Term Debt
Long-Term Debt
Common Equity

$ Amount

% of Total

Cost

Weighted Cost

734,359,000
853,791,000

46.24%
53.76%

4.45%
9.30%

2.06%
5.00%
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1,588,150,000

100.00%

7.06%

9/5/18 Settlement Filing, Attachment 6 and Response to Interrogatory FI-263.
Yankee, in setting its target capital structure, considers many factors in
determining amounts of equity and debt in its capitalization. Yankee recognizes that
due to the additional risks facing equity holders, the cost of equity is greater than the
cost of debt. To provide safe and reliable service at the least cost, Yankee must use
lower cost debt to balance the higher cost equity. However, decreasing the equity ratio
below industry standards would cause the financial community to view Yankee as a
higher risk than Yankee’s gas utility industry peers, resulting in higher debt costs.
Yankee believes its target capital structure properly manages its overall cost of capital.
Response to Interrogatory FI-2. These capital structures, in the Settlement Agreement,
were a product of negotiation. Tr. 9/26/18, p. 33.
In comparing gas utility capital structures, the Authority used data from
Regulatory Research Associates (RRA) which lists 2018 rate cases for gas utilities.
This data reveals that the most frequently reported common equity percentages are in
the range of 50.00% to 54.50 %. Response to Interrogatory FI-280, Attachment 2.
The Authority finds the proposed Settlement Agreement capital structure to be
reasonable when compared to industry standards and, therefore, approves it.
b.

Short-Term Debt

Yankee did not include short-term debt in its capital structure since it is not a
permanent source of capital. This is because Yankee only utilizes short-term debt to
cover daily cash requirements, including financing the Company’s ongoing construction
costs for plant not yet placed into service. Yankee also uses cash from operations to
finance day-to-day construction activities and to meet other operating requirements.
Cash from operations and long-term debt are used in combination with short-term debt
so that the short-term debt facilities are not exhausted and remain available as a source
of capital for ongoing operations. Response to Interrogatory FI-45. When construction
projects are completed and are incorporated into rate base, those capital additions are
supported solely by the Company’s long-term debt and equity resources since shortterm resources are used and maintained solely for ongoing operations. Therefore, only
long-term financing costs are properly included in the calculation of the weighted
average cost of capital applicable to rate base. Response to Interrogatory OCC-31.
This treatment of short-term debt was allowed in the Decision dated June 29, 2011, in
Docket 10-12-02 Application of Yankee Gas Services Company for Amended Rate
Schedules, the Decision dated June 29, 2007, in Docket No. 06-12-02PH01, Application
of Yankee Gas Services Company for a Rate Increase – Revenue Requirement and the
Decision dated December 8, 2004, in Docket No. 04-06-01, Application of Yankee Gas
Services Company for a Rate Case. The Authority approves this treatment of excluding
short-term debt from Yankee’s capital structure in the Settlement Agreement.
c.

Long-Term Debt
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The Settlement Agreement provided for cost rates of long-term debt of 4.32% in
2019, 4.43% for 2020 and 4.45% for 2021 and was the same as proposed in the
Application. The Settlement Agreement does not change the process that Yankee uses
to access the debt capital markets. Yankee’s goal in debt financing is to obtain the least
cost financing.
The cost of long-term debt proposed in the Settlement Agreement is the
embedded cost of Yankee’s current portfolio adjusted for the expected effects
associated with new debt in the three rate years. The forecasted coupons for the Series
of new bonds was developed using 30-year U.S. Treasury yield forecast and estimated
new issue pricing for 30-year First Mortgage Bond securities.
Response to
Interrogatory OCC-32 and Tr. 9/26/18, p. 34. The Authority approves the cost rates of
long-term debt of 4.32% in 2019, 4.43% for 2020 and 4.45% for 2021.
d.

Return on Equity

The Settlement Agreement stipulated a 9.30% allowed return on equity (ROE) for
all three rate years of 2019-2021. This 9.30% allowed ROE was a product of settlement
negotiations. Tr. 9/26/18, p. 28. It was not developed using formulaic calculations or
any specific methodology such as discounted cash flow, the capital asset pricing model
or a risk premium methodology. Tr. 9/26/18, p. 27. The Settling Parties made use of
certain data points of allowed ROEs, in the negotiation process, found in the publication
RRA Regulatory Focus Major Rate Case Decisions from January through June 2018.
Tr. 9/26/18, p. 32. The Settling parties calculated using the RRA data, an average
authorized ROE for natural gas utilities through the first two quarters of 2018 was
9.55%. The Settling Parties reason that the 9.30% Settlement Agreement ROE is
below the natural gas industry average for 2018 of 9.55% and, therefore, is reasonable.
Response to Interrogatory FI-280.
The Authority finds that a range of reasonableness was established by the pre
filed testimonies of OCC and the Company. This range of reasonableness was agreed
on by the Settling Parties. Tr. 9/26/18, p. 28. The OCC’s expert witness Dr. J. Randall
Woolridge calculated a ROE of 8.75% while the Company’s witness Ann Bulkley
calculated a ROE of 10.25%. Both expert witnesses used standard methodologies such
as discounted cash flow (DCF), capital asset pricing model (CAPM) and risk premium
(RP) applying these to a comparable group of gas utilities. The Authority notes that the
agreed upon Settlement ROE of 9.30% is within this range of reasonableness of 8.75%
to 10.25%. With the initial positions of the parties, coupled with the RRA findings, the
Authority finds a settlement ROE of 9.30% for Yankee to be fair and reasonable based
on gas utilities with comparable risk and is hereby approved.
3.

Earnings Sharing Mechanism

The Settlement Agreement includes an earnings sharing mechanism (ESM) such
that earnings above the authorized ROE of 9.30% will be shared equally (50/50)
between customers and shareholders for each of the three rate years. 9/5/18
Settlement Filing, p. 9. Yankee reported that the 50/50 sharing was agreed upon
because this percentage is consistent with the Company’s current ESM and those
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authorized at other Connecticut utilities. Response to Interrogatory FI-270.
Authority finds the 50/50 sharing is equitable to both customers and shareholders.

The

The Authority has consistently allowed an ESM since ESMs work well with the
mandates of Conn. Gen. Stat. §16-19(g). Yankee stated that it will continue to file, on a
quarterly basis, under Order No. 1 in Docket No. 76-03-07, Investigation to Consider
Rate Adjustment Procedures and Mechanisms Appropriate to Charge or Reimburse the
Consumer for Changes in the Cost of Fossil Fuel and/or Purchased Gas for Electric and
Gas Public Service Companies its ROE to be used to determine overearnings under the
requirement of Conn. Gen. Stat. §16-19(g).
The customer portion of any earnings in excess of Yankee’s allowed ROE will be
used to offset its environmental remediation deferral. The environmental remediation is
a result of the manufactured gas process (MGP) started in the early 1800s until the mid1950s. During this time period, MGPs were widely used for producing gas for use in
lighting and heating. In the 1930s interstate pipelines were constructed for natural gas
transmission and the MGPs shut down since they could not compete with less
expensive natural gas delivered through pipelines. Finneran and Iadarola PFT, p 5.
Yankee currently is responsible for a total of 14 MGP sites throughout its service
territory.3 Each site requires investigation and some level of remediation to mitigate
environmental risk and ensure compliance with federal and DEEP regulatory
requirements. Finneran and Iadarola PFT, p 6. In 2018, the Company expects to
incur $3.5 million for investigation and remediation of MGP sites. For Rate Year 1
(January 1, 2019 – December 31, 2019) the Company expects to incur $2.2 million; for
Rate Year 2 (January 1, 2020 – December 31, 2020) $5.9 million; and for Rate Year 3
(January 1, 2021 – December 31, 2021) $5.9 million. Finneran and Iadarola PFT, p.
11.
Any earnings sharing amount in excess of the environmental remediation deferral
shall be credited directly to customers. On a calendar year basis, Yankee will file an
earnings sharing report annually with the Authority each March 31. 9/5/18 Settlement
Filing, p. 9. The Authority finds that offsetting the environmental remediation deferral
will moderate the impact of this deferral on future rates. The Authority approves of this
treatment of earnings sharing.
At present, Yankee is operating under an ESM through the Decision dated April
29, 2015, in Docket No. 14-08-10, PURA Review of Overearnings for Yankee Gas
Services Company and the Decision dated April 29, 2015, in Docket No. 15-02-46,
PURA Review of Overearnings for Yankee Gas Services Company - Reporting Period
July 2014 Through December 2014. Section 10(a) of the Settlement Agreement
attached to the 9/5/18 Settlement Filing states that:

3

One of the 14 sites is shared with The Connecticut Light and Power Company (CL&P) d/b/a Eversource
Energy.
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“The current ESM threshold of 9.5% that was established in Docket No.
14-08-10 & 15-02-46 shall remain in effect until the establishment of new
rates hereunder on November 15, 2018, at which time shall be lowered to
reflect the revised ESM threshold of 9.3% for the remainder of 2018.”
Section 10(b) of the Settlement Agreement states that, “For calendar year
2019 and thereafter up until the time of the Company’s next distribution
rate case, earnings at the end of each calendar year above the authorized
ROE of 9.30% shall be shared with customers and shareholders on a
50/50 basis.”
As a result, the ESM for calendar year 2018 is calculated using a blended ROE
of 9.30% and 9.50% which is shown below:

Date
Current through November 14, 2018
November 15, 2018 through December 31, 2018
Overall
2018
ROE
before
ESM
(9.50% * 318/365 days) + (9.30% * 47/365 days)

ROE Before ESM
9.50%4
9.30%
9.474%

9/5/18 Settlement Filing, Attachment 6.
The ESM will result in a credit or surcharge on the customers’ bills starting each
April 1 since it is tied to the decoupling adjustment. The Settlement Agreement stated
that, “The decoupling adjustment would be effective each April on a billing cycle basis.”
9/5/18 Settlement Filing, p. 10. The rate would be on a per ccf credit on customers’ bills
for the next 12 months as part of the decoupling adjustment line item on a customer’s
bill. The OCC and PRO agree with this treatment. Tr. 9/26/18, pp. 89 and 90. The
Authority approves this treatment of earnings sharing with customers.
4.

Credit Rating, Financial Viability and Capital Markets

The Company stated they had discussions with both Standard & Poor’s and
Moody’s and both rating agencies seem to be “content” with the Settlement Agreement.
Tr. 9/26/18, p. 37. A witness for the Company testified that, under the Settlement
Agreement, “the financial viability and the credit worthiness of Yankee Gas should
remain strong.” Tr. 9/26/18, p. 37.
The Authority’s analysis of Yankee’s financial ratios shows a financially strong
gas utility taking into consideration the Settlement Agreement increases its revenues.
The Authority considered Yankee’s times interest earned ratio on a pro forma basis
which indicates the number of times that earnings cover interest expense. Times
interest earned was at 3.54 for 2019, 3.80 for 2020 and 3.66 for 2021. In addition,
Yankee’s cash flow coverage ratio was at 3.08 for 2019, 3.47 for 2020 and 3.34 for
2021. These solvency ratios show that Yankee has the ability to meet long-term
4 The 9.50% was established in Docket No. 14-08-10, PURA Review Of Overearnings For Yankee Gas
Services Company, and Docket No. 15-02-46, PURA Review Of Overearnings For Yankee Gas Services
Company – Reporting Period July 2014 Through December 2014.
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obligations as they come due. Response to Interrogatory FI-271. The Authority finds
Yankee’s financial metrics indicate a strong financial position, and as such, the ability to
enter the capital markets and provide dependable gas service to its customers.
Yankee believes that the Settlement Agreement will maintain its financial integrity
because it incorporates a revenue requirement that is aligned with the Company's
actual cost of service. In addition, Yankee has the ability to recover capital costs
associated with the systematic replacement of leak-prone infrastructure. Yankee also
finds that the capital structure and authorized rate of return will maintain adequate cash
flow and provide a reasonable return as compared to other similar investment
opportunities available in the marketplace.
Yankee stated that the Settlement
Agreement will provide it the opportunity “to access capital in the marketplace at
competitive rates on a going forward basis.” Response to Interrogatory FI-262. The
Authority agrees with Yankee and finds that the Settlement Agreement will provide for a
revenue increase necessary to support Yankee’s access to the capital markets.
D.

CAPITAL PROGRAMS

As part of the Settlement, the Parties agreed to reductions in Yankee’s proposed
capital plant additions that were included in base distribution rates in the proposed three
year rate plan. A comparison of the Company’s proposed Application and proposed
Settlement capital additions are shown below.

Rate Year 1

Capital Additions
Rate Year 2

Rate Year 3

Application

$198.3 million

$209.6 million

$218.3 million

Proposed
Settlement
Reduction

$48.3 million

$59.6 million

$68.3 million

$150.0 million

$150 million

$150 million

24.4%

28.4%

31.3%

Average Rate Base
Percent Reduction

Hart PFT, pp. 7 and 8: Settlement Agreement, p. 3.

Based on the Settlement, Yankee has significantly reduced its proposed capital
additions included in base distribution rates for the three years of the rate plan. The
three year average capital additions is $208.7 million, which equates to an average
reduction over the three year plan of $58.7 million or 28.1% as compared to the
Company’s original Application. The Authority finds that a reduction in the capital
additions included in base distribution rates associated with the proposed rate plan is
beneficial to ratepayers.
E.

DEPRECIATION.
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The Settlement results in a decrease to the Company’s proposed depreciation
expenditures associated with its proposed Application for Rate Year 1, Rate Year 2 and
Rate Year 3. These decreases are shown in the table below.
Total Depreciation Expenditures
Rate Year 1
Rate Year 2

Rate Year 3

Application

$54.09 million

$58.84 million

$63.84 million

Proposed Reduction

$13.28 million

$15.48 million

$14.02 million

Total Expenditure

$40.81 million

$43.36 million

$49.82 million

-25%

-26%

-22%

Percent Reduction

Revised Settlement Attachment 3.
The table above illustrates that the proposed Settlement results in a significant
decrease in the depreciation expenditure over the life of the rate plan. The Parties’
indicated that the depreciation rates included in the Settlement were not intended to be
an acceptance of any future depreciation methodology and or to set a future precedent.
The Authority finds that the proposed Settlement depreciation expenditures will result in
a reduction to customers’ bills as compared to the Company’s Application of 22% to
26%. Further, the proposed Settlement depreciation rates will allow the Company to
retain cash flow necessary to support the retirement of plant in-service associated with
its cast iron and bare steel replacement program.
F.

EXPENSES
1. O&M Expense Reduction (General)

The Settling Parties included 4% - 5% reductions to proposed operating
expenses in the Settlement Agreement. The below table depicts the original Application
filing from Yankee, the overall expense reduction, and the final amount of expense to be
included in rates as a result of the Settlement Agreement:
Application
Rate Year 1
Rate Year 2
Rate Year 3

$458,470
467,523
480,017

Settlement
Adjustment
(19,712
(22,740)
(22,583)

Settlement
Agreement
438,759
444,783
457,435

The Settling Parties reduced proposed expenses in such categories as
Employee Incentive Compensation, Officer Incentive Compensation, Field Operations,
Depreciation, Amortization of Deferred Assets, Deferred income Tax Expense, as well
as several other expense accounts. 9/21/18 Amended Settlement Filing, Attachment 3,
Lines 13 through 31. Specifically, there were significant reductions of $13.281 million,
$15.484 million and $14.021 million in depreciation for the Company in RY 1, 2 and 3,
respectively. 9/21/18 Amended Settlement Filing, Attachment 3, Line 26. These
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reductions were a major factor in reducing the original proposed rate increase to the
level set forth in the 9/21/18 Amended Settlement Filing.
2. Fee Free
The proposed Fee Free program allows residential customers the option of
paying their bills using either by credit or debit card. Yankee proposed a program where
the credit and debit card convenience fees associated with this program would be
recovered from ratepayers. The originally proposed estimated costs provided by the
Company were $169,000 for RY1, $308,000 for RY2, as well as $484,000 for RY3,
totaling at $961,000. 9/5/18 Settlement Filing, Attachment 3, Line 44. The Settlement
Agreement makes no adjustment to the originally proposed amounts.
The Authority finds that the “Fee Free” proposal is consistent with the decision
dated March 28, 2018 in Docket No. 17-10-46, Application of The Connecticut Light &
Power Company D/B/A Eversource Energy to Amend its Rate Schedules. As part of
the Settlement Agreement, the Company shall produce compliance filings consistent
with the requirements outlined in the above docket and the Settlement Agreement.
Settlement Agreement, Section 13 a, b, c, d – ‘Credit/Debit Card Fees’. Based on the
facts and analysis presented by the Settling Parties, the Authority approves the
proposed “Fee Free” credit card/debit card program.
3. Full-Time Equivalents
In its original Application, the Company requested a payroll expense of $38.471
million for RY1, $39.437 million for RY2 and $40.425 million for RY3 which included the
incremental full-time equivalents (FTEs) to be hired for the Waterbury Liquid Natural
Gas (WLNG) plant maintenance and operations team as was described in the June 15,
2018 prefiled testimony of James P. Davis. The Company stated the incremental FTEs
are necessary to support the expanded staffing requirements for greater reliance on
liquefied natural Gas (LNG) in order to compensate for the fact that the existing LNG
liquid refill trucking contract will soon expire and the contract cannot be replaced on
commercially reasonable terms in the current marketplace. 9/5/18 Settlement Filing,
Section 6(a)(iii). The payroll expense excluded the incremental cost of new FTEs the
Company expects to hire through the Natural Gas Field Technician Certificate Program
which the Company and Middlesex Community College jointly established commencing
in August 2018. The program is intended to help develop the future workforce in the
growing natural gas industry and will benefit the Company and its customers by
developing a larger pool of qualified gas industry employees. 9/5/18 Settlement Filing,
Section 6(a)(ii).
The Settling Parties accepted the Company’s payroll expense in the Application
as filed. In addition, as part of the Settlement Agreement, the Company agrees to
submit one compliance filing on or before January 31, 2020 in Docket No. 18-05-10 that
demonstrates the Incremental LNG FTEs have been hired and which confirms that the
incremental LNG FTEs are in addition to the 354 Yankee FTEs as of June 30, 2018. Id.
The Authority approves the proposed payroll expense for the three rate years as
proposed in the Settlement Agreement.
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4. Impact of Federal Tax Law Change
With the passing of the Federal Tax Cuts and Jobs Act (TCJA) on December 22,
2017, the Federal corporate income tax rate was cut from 35% to 21%. As part of the
Settlement Agreement, the Settling Parties agreed to credit to customers 100% of the
tax savings retroactive to January 1, 2018, through credits that have been applied to
mitigate the new natural gas distribution rates for Rate Years 1, 2 and 3 as a result of
the Settlement Agreement. 9/5/18 Settlement Filing, Section 17(c)(i).
The Settling Parties proposed to refund to customers the $9 million reduction to
the tax expense for the period January 1, 2018 through November 15, 2018 and have
reflected that as a reduction to the revenue requirement in the Rate Years. 9/5/18
Settlement Filing, Section 17(c)(ii)(n15). In addition, carrying charges in the amounts of
$0.379 million for RY1 and $0.073 million for RY2 will be paid for the benefit of
customers. 9/21/18 Section 4.
Regarding the reduction to the Company’s Accumulated Deferred Income Taxes
(ADIT) expense resulting from the TCJA, the Company will credit to customers 100% of
the ADIT which has been collected in prior years that is in excess of the ADIT calculated
at the new federal income tax rate of 21% (Excess ADIT). 9/5/18 Settlement Filing,
Section 17(c)(iii). The Company calculated the Excess ADIT credits as $5.407 million
for RY1, $5.407 million for RY2 and $5.505 million for RY3 for total credits of $16.319
million. 9/21/18 Settlement Filing, Attachment 1, Revised, p. 1.
In addition, upon approval of the Settlement Agreement, Yankee agrees to file in
Docket No. 18-01-15, PURA Review of Rate Adjustments Related to the Federal Tax
Cuts and Jobs Act, (TCJA Docket) an irrevocable waiver and release of its pending
legal claims in the TCJA Docket.9/5/18 Settlement Filing, Section 17(c)(ii).
The Authority approves the Settling Parties’ proposed plan for addressing the
impacts of the TCJA.
5. Non-Hardship Uncollectible Expenses
Yankee proposed total non-hardship uncollectible expenses of $6.416 million for
2019, $6.512 million for 2020 and $6.677 million for 2021. Application Schedule WP
C-3.28, pp. 2-4. The Settling Parties agreed to reductions to the non-hardship
uncollectible expenses of $0.358 million for 2019, $0.363 million for 2020, and $0.373
million for 2021. 9/5/18 Settlement Filing, Attachment 3. Thus, the total non-hardship
uncollectible expenses proposed are $6.058 ($6.416 - $0.358) million for 2019, $6.149
($6.512 - $0.363) million for 2020 and $6.304 ($6.677 - $0.373) million for 2021. Id.
Yankee proposed a non-hardship uncollectible expense factor of 1.1835%.
Application Schedule WP C-3.28, p. 1. The Settling Parties proposed increases to the
revenue requirements of $1.381 million for 2019, $15.765 million for 2020, and $13.012
million for 2021. 9/5/18 Settlement Filing, Attachment 1. Therefore, the associated
increases to the uncollectible expenses are $0.016 ($1.381 x 1.1835%) million for 2019,
$0.203
([$1.381+15.765]
x
1.1835%)
million
for
2020,
and
$0.357
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([$1.381+15.765+13.012] x 1.1835%) million for 2021. As a result, the Authority allows
total non-hardship uncollectible expenses of $6.074 ($6.058 + $0.016) million for 2019,
$6.352 ($6.149 + $0.203) million for 2019, and $6.661 ($6.304 + $0.357) million for
2020.

6. Hardship Uncollectible Expenses
a. Deferred Hardship Account Amortization
Yankee reported a deferred hardship accounts balance of $8.894 million as of
December 31, 2017, and proposed a three-year amortization period for the deferred
amount. Application Schedule WPC-3.33, p. 6. In its original application, Yankee
proposed a deferred hardship account amortization expense of $2.965 million ($8.894 /
3) for each rate year. Id. The Settling Parties proposed a four-year amortization period
for the deferred hardship balance. 9/5/18 Settlement Filing, Attachment 5. Hence, the
amortization expense for the deferred hardship balance is $2.224 million ($8.894 / 4) for
each rate year. Id.
b. Hardship Accounts and Matching Payment Program
For the annual recurring costs associated with the hardship account write-offs
and matching payment program, Yankee proposed total hardship expense of $8.301
million for each rate year. Application Schedule WPC-3.33, p. 6. This annual amount
was not changed in the Settlement Agreement. 9/5/18 Settlement Filing, Attachment 5.
c. Summary of Uncollectible Expenses
Based on the Settlement Agreement, the Authority summarizes the allowed total
of non-hardship and hardship uncollectible expenses in the table below:

Uncollectible Expenses (millions)
Non-Hardship
Hardship Accounts Amortization
Hardship Write-Offs/MPP Expense
Total Allowed Uncollectible Expenses

2019 Rate
Year
$ 6.074
$ 2.224
$ 8.031
$16.329

2020 Rate
Year
$ 6.352
$ 2.224
$ 8.031
$16.607

2021 Rate
Year
$ 6.661
$ 2.224
$ 8.031
$16.916

The Authority has reviewed the Settlement Agreement provision for uncollectible
expense categories and approves the indicated amounts.
7. Employee Retirement Benefits
The Settlement Parties’ accepted the Applicant’s proposed employee benefit
expenses as initially proposed in the Application. Specifically, total allowed Employee
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Benefits for RY1, RY2 and RY3 are $10,534million, $10,327 million and $10,204 million,
respectively. 9/5/18 Settlement Filing, Attachment 3 (Revised), p.1.
With respect to the allowed expense items related to Company’s employee
benefit offerings, the Settling Parties indicated that the Settlement Agreement process
was designed to establish a representative level of rates for the Company to recover in
the rate years. The funding requirement for each particular benefit offering would likely
be different from the actual expense amount in any given year. Additionally, the
expense amounts would likely change over the rate years compared to expectations of
those amounts today. Therefore, the Settling Parties suggest that it is good practice to
provide the Company with flexibility to properly fund each of the components of the
employee retirement benefit offerings. Tr. 9/26/18, pp. 77-78. Accordingly, the Settling
Parties stated that the Company cannot commit to mandatory funding levels equal to
the expense amounts recovered in the Settlement Agreement’s revenue requirements
especially given that in several areas the amounts are negative (i.e., Defined Benefit
(DB Pension) in Rate Year 3 and OPEB-FAS-106 expense in Rate Years 2 and 3).
Settling Parties’ Joint Brief, pp. 14 and 15.
The Authority finds the Settlement
Parties’ negotiations related to the employee retirement benefit offerings such as DB
Pension, 401(k) plan, K-Vantage, OPEB-FAS-106 and MedVantage expenses to be
reasonable and concurs that the revenue requirement as proposed will be sufficient to
meet the needs of these post-retirement related employee benefits.
The Authority considered the Settlement Agreement’s provisions contained in the
9/5/18 Settlement Filing related to the Company’s employee retirement benefits
including DB Pension, 401 (k) expense, OPEB, Med-Vantage, SERP and Non-SERP.
Overall the Authority sees this as an exercise in the give and take of settlement
negotiations. Under the Settlement Agreement, the Company is not required to commit
to mandatory funding levels. The Authority will require that the Company make at a
minimum its’ actuarially required minimum contribution to the DB Pension Plan as these
minimum requirements may change during the rate years. The Authority believes this
approach grants the Company the flexibility to meet the cash needs of the Company
within the framework of the Settlement Agreement. Below is a summary of how the
Settlement Agreement addresses employee benefit expenses.
a. Defined Benefit Pension Plan Expense and Defined
Contribution 401(k) Plan Expenses
The Settling Parties did not make any adjustments to the Company’s proposed
Defined Benefit Pension Plan’s (DB Pension Plan) proposed expenses. The Company
indicated that the legacy Northeast Utilities Retirement DB Pension Plan was closed to
new participants in 2005 for salaried employees and closed by 2011 for unionized
employees. This legacy plan was then merged into the NSTAR pension plan and the
pension plans were renamed Eversource Pension Plan on December 31, 2014. At this
time the DB Pension Plan is primarily concerned with the ongoing accruals for the active
participants still in the plan. Response to Interrogatory FI-171. Since 2012, the
Company has not made any changes to its actuarial assumptions for Expected Return
on Plan Assets or Salary Increase Rate. The Discount Rate actuarial assumption is
updated annually by the actuary as required by the SEC’s directive to use the yield on
high-quality bonds as a basis to determine the rate at the time of measurement.
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Subsequently, these annual discount rate changes reflect changes to actual interest
rates. Responses to Interrogatories FI-172, OCC-39.
The Company indicated that DB Pension expense is calculated in accordance
with FASB ASC 715-30 (previously FAS-87) while the DB Pension Plan’s minimum
required contribution is specified by the Employee Retirement Income Security Act of
1974 (ERISA) and determined under IRC section 430(a). At this time, the Company
indicated there are no minimum required contributions projected by its actuary in each
of the rate years; however, these projections are subject to change during the three
year rate plan. The Company indicated that the Settlement Agreement does not
mandate a pre-determined annual funding level for the DB Pension Plan but provides
estimated expenses based on current estimates. Response to Interrogatory FI-293.
With regard to the DB Pension Plan, the Company indicated it has annually made at
least the actuarially determined required minimum contributions and will continue to do
so. Tr. 9/26/18, p. 80.
The Settlement Parties did not make any adjustments to the Defined Contribution
401(k) benefits (401(k) Expense) as included in the original Application. The
Eversource 401(k) Plan is a defined contribution pension plan through which employees
can contribute up to 50% of their eligible compensation up to the IRS limits. The
Company provides a corresponding Employer Matching contribution of 100% up to the
first 3% of employee pre-tax and/or Roth 401(k) contribution based on eligible
compensation. Response to Interrogatory FI-52. The proposed 401(k) Expense
incorporates the effect of vacant positions. Response to Interrogatory FI-286. These
401(k) Expenses represent the Company’s match to contributions made by the
employees. Responses to Interrogatories FI-54, FI-57, FI-285 and FI-286.
By 2011, Eversource’s predecessor, Northeast Utilities, had closed its DB
Pension Plan to all new entrants. For current Eversource employees who are no longer
eligible for the legacy DB Pension Plan, the K-Vantage Plan was instituted. The KVantage Plan is less costly than the traditional DB Pension Plan and serves as a
supplement to the existing 401(k) Plan for those employees who are not eligible to
participate in the closed DB Pension Plan. Responses to Interrogatories FI-58,
Attachment 1; FI-288 and FI-289; Tr. 9/26/18, pp. 68-70. The Company makes KVantage contributions of 2.5%, 4.5% or 6.5% based on eligible K-Vantage
compensation and the employee’s age and service. These K-Vantage contributions are
made automatically by the Company as the intent of the K-Vantage plan was to
supplement employee retirement in lieu of the closed DB Pension Plan. The K-Vantage
contributions are made in addition to any 401(k) Employer Match on the employees’
401K Plan. Response to Interrogatory FI-52.
Based on currently available information, the Company anticipated that the
revenue provided under the Settlement Agreement will be sufficient to satisfy the
funding obligation for 401(k) plan including the K-Vantage portion during the three-year
rate plan. Response to Interrogatory FI-287.
The Authority finds the Settlement Parties’ proposal related to the DB Pension,
401(k) plan and K-Vantage expenses to be reasonable and the concurs that the
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revenue requirement as posed will be sufficient to meet the needs of these retirement
related employee benefits.
b. Post-Employment Health Care Benefit-FAS 106 (FAS-106)
and MedVantage Expense
The Company maintains its’ Post-Employment Health Care Benefit which is also
referred to as the Other than Pension Post-Employment Benefit (OPEB-FAS-106)
program, but it has changed how this retiree health care benefit is provided to its
retirees. Previously, the Company sponsored group health plan to retirees. But, the
Company made a series of changes to retiree medical benefits since the 2011 Yankee
Rate Case. In 2013, with the introduction of Medicare Part D Employer Group Waiver
Plan (EGWP), the Company changed its prescription drug benefit offered to Medicare
eligible retirees. Effective January 1 of 2017, all retirees were transitioned to a private
health care exchange. Eversource standardized the approach to retiree health care
across all subsidiaries. Instead of providing a private group insurance plan for each
subsidiary Company, now Eversource provides retirees with a tax-free contribution to a
Health Reimbursement Account (HRA). Responses to Interrogatories FI-77, FI-93 and
FI-101. The Company’s contribution to the retiree’s HRA is a fixed dollar amount
($6,500 per year for non-Medicare eligible retirees and for each eligible non-Medicare
dependent and $2,500 per year for Medicare eligible retirees and each Medicare eligible
dependent). There is a group of grandfathered Medicare retirees who received a 3.5%
annual increase to the amount provided for their HRA. Responses to Interrogatories FI84 and FI-101; Tr. 9/26/18, pp. 81 and 82. The Company also provides Med-Vantage
which is a post-retirement health care benefit to employees who have separated from
service with the Company. In order to be eligible for Med-Vantage, the separated
employee should have previously participated in K-Vantage and attained at least the
age of 40 prior to separation. The Company contributes $1,000 per year into a HRA for
Med-Vantage eligible employees. Responses to Interrogatories FI-114 and FI-119.
Although the OPEB-FAS-106 retiree health plans do not have required minimum
funding contributions as per the DB Pension Plan, it is a well-funded plan the Company
has contributed to consistently. Tr. 9/26/18, p. 80. The Company indicated that for both
retiree health care expenses, OPEB-FAS-106 and MedVantage, it expects that the
revenues approved in the Settlement Agreement will be sufficient to enable it to recover
its expenses in these areas over the three-year rate plan. Responses to Interrogatories
FI-290 and FI-291.
The Authority finds the Settlement Parties’ proposal related to the OPEB-FAS106 and MedVantage expenses to be reasonable and concurs that the revenue
requirement as posed will be sufficient to meet the needs of these post-retirement
related employee benefits.
c. Supplemental Executive Retirement Plan (SERP) and NonSERP Expenses (Non-SERP)
The Settling Parties indicated that SERP and Non-SERP expense items were
part of the concessions made during the negotiating process, but ultimately no changes
were made on SERP and Non-SERP expense items for the Settlement Agreement.

Docket No. 18-05-10

Page 22

Although the Settlement Parties did not make any adjustments to the SERP and NonSERP expense items included in the original Application, SERP and Non-SERP
expense items have received different treatments by the Authority in past rate case
Decisions and also in other utility Settlement Agreements between OCC and other
companies. Response to Interrogatory FI-293, FI-294, FI-295 and FI-296; Tr. 9/26/18,
pp. 72-76. The Authority considers the SERP and Non-SERP expenses as areas ripe
for thorough review at the next rate proceeding and/or settlement process.

G. PIPELINE SAFETY
1.

“No-Access” Charge on Inside Service Line Inspections

Yankee is required to inspect and perform maintenance on Company owned
piping as required by Title 49 of the Code of Federal Regulations Part 192. If Company
owned piping is inside a building, then Yankee must be provided access to the inside
gas piping. In responses to Interrogatories GPS-7 and GPS-9, Yankee stated that as of
July 15, 2018, they have 45,403 inside service lines and have not gained access to
inspect 1,785 of these inside service lines after 6 years and 2 complete cycles of inside
service line inspections. In response to Interrogatory GPS-8, Yankee has shown that its
current process for conducting inside service line inspections does not include
implementing a charge to the customer when access to the inside service line is denied.
In Docket No. 18-05-16, Application of Connecticut Natural Gas Corporation to
Increase Its Rates and Charges, Connecticut Natural Gas Corporation (CNG) proposed
to implement a trip charge on a customer’s account if the customer repeatedly fails to
provide access to perform mandated inspections on inside gas services. The proposed
trip charge would be established initially at $90.00 and periodically updated as
appropriate, subject to approval by PURA. Docket No. 18-05-16 Settlement Agreement
p. 13.
Implementing such a charge would provide Yankee another tool to use in order
to perform these required inspections of inside gas services and would greatly benefit
safety. Therefore, Yankee will be directed to establish a trip charge to be applied when
the Company is denied access to perform mandated inspections on inside gas services
based on criteria to be established by Yankee and approved by the Authority, through
an associated order.
2.

Pipe Replacement Program

Yankee is currently seven years into its cast iron and bare steel replacement
program. Hart PFT, p. 34. Yankee currently has approximately 321 miles of cast iron
main, 50 miles of bare steel main, and over 11,500 bare steel service lines remaining in
its distribution system. Ackley PFT, p. 30. The Settlement Agreement proposes to
replace all cast iron and bare steel assets in 13 years, while the original Application
proposed to do the same in 11 years. Response to Interrogatory GPS-27. The
Settlement Agreement also lengthened the time frames for replacing additional leak
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prone assets such as copper services, small diameter coupled steel mains, coupled
steel services, and unprotected coated steel mains and services from 14 to 15 years.
For the last several years, threats from these types of piping in Yankee’s distribution
system have consistently ranked in the medium to high risk range in the Company’s
Distribution Integrity Management Program relative risk scoring.
Response to
Interrogatory GPS-13.
The Authority has been clear and consistent for many years now that high risk
infrastructure must be replaced expeditiously. In Docket No. 13-06-08, Application of
Connecticut Natural Gas Corporation to Increase Its Rates and Charges, Docket No.
17-05-42, Application of The Southern Connecticut Gas Company to Increase Its Rates
and Charges, and Docket No. 10-12-02, Application of Yankee Gas Services Company
for Amended Rate Schedules, the Authority approved 20-year cast iron and bare steel
replacement programs for Connecticut’s gas companies. The Authority sees no reason
to deviate from this standard. Therefore Yankee will be ordered in this Decision to
spend in rate years 2019 through 2021 and in each subsequent rate year an amount
which will allow the Company to completely replace its cast iron and bare steel facilities
in no more than 11 years and completely replace its copper services, small diameter
coupled steel mains, coupled steel services, and unprotected coated steel mains and
services in no more than 14 years. The additional expenditures through this order will
be recovered through the DIMP rate mechanism.
The Authority, through the Gas Pipeline Safety Unit (GPSU), will be actively
reviewing the progress and will work with Yankee to determine if an adequate level of
safety improvement is being attained. In addition to the on-going review provided by the
GPSU, Yankee will be ordered to file a pipe replacement program report.
3.

Class 3 Leaks

Class 35 leaks have traditionally been eliminated through the replacement of
older, leak-prone pipe. However, the Authority has noticed an increase in the
percentage of outstanding Class 3 leaks on plastic and coated and cathodically
protected steel pipe. In Docket No. 13-06-08, Application of Connecticut Natural Gas
Corporation to Increase Its Rates and Charges, the Authority found that approximately
44% of CNG’s Class 3 leaks were on plastic or coated and cathodically protected steel
pipe. Consequently, the Authority ordered CNG to achieve a Class 3 leak backlog of
120 or less leaks on plastic or coated and cathodically protected steel pipe at the end of
each calendar year. Docket 13-06-08 Final Decision p.153. Yankee will be directed to
achieve a similarly limited backlog of Class 3 leaks on plastic and coated and
cathodically protected pipe at the end of each calendar year through an associated
order. At the end of 2017, Yankee had 344 Class 3 leaks on plastic or coated and
cathodically protected steel pipe. Response to Interrogatory GPS-1. Based on the size
and composition of Yankee’s distribution system in comparison to the other Connecticut
gas companies, Yankee will be directed to reduce the backlog of Class 3 leaks on
plastic or coated and cathodically protected steel pipe to no greater than 180 by the end
of each calendar year beginning in 2020.

5

Class 3 leaks are non-hazardous to people or property and are expected to remain as such.
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Pipeline Safety Orders

In the June 29, 2011 Decision in Docket No. 10-12-02, Application of Yankee
Gas Services Company For Amended Rate Schedules (2010 Rate Case Decision) and
the April 2, 2012 Decision in Docket No. 12-01-07, Application For Approval of Holding
Company Transaction Involving Northeast Utilities and NSTAR, the Authority issued
orders related to pipeline safety that were mostly written to terminate at the time of
issuance of Yankee’s next rate case. The Authority finds that the continuance of some
of these orders is necessary to ensure public safety and, therefore, will issue new
orders regarding oversight of the Company’s operations and maintenance programs. In
addition, Order No. 16 from the 2010 Rate Case Decision, which required the Company
to reduce the number of class 2 leaks to 90 or less at the end of each calendar year, will
be rescinded because it is duplicative of an order in this Decision and is no longer
needed. Company
H.

REVENUE, RATE DESIGN AND TARIFFS
1.

Distribution Rates / Other Revenues

The Company stated that under the proposed Settlement Agreement, the overall
incremental total bill impact of base distribution rate increase will be 0.3% in RY1, 2.9%
in RY2, and 2.3 % in RY3. With the inclusion of the Distribution Integrity Management
Program (DIMP) and the Purchased Gas Adjustment (PGA) the overall bill impact
increases to 1.6%, 2.9%, and 3.2% for RY 1-3, respectively. The percentages reflect
overall impacts and are not representative of individual rate classes. 9/5/18 Settlement
Filing, Attachment 1, p. 2.
In its original application, the Company included an exhibit of Other Revenues of
approximately $1.97 million for each of the three rate years. Exhibit WP C 3.1, p.3.
Other Revenues include late payment charges, reconnect and returned check fees.
Other Revenues are included in the Company’s total revenue calculations.
In the 9/14/18 Settlement Filing, the Settling Parties filed a proposal for revenue
allocation and rate design issues.
The Authority accepts the distribution rate revenue adjustments proposed in the
9/14/18 Settlement Filing. The reduced incremental revenue increases in the
Settlement Agreement will lessen the overall bill impact to customers, particularly in
RY1. Other Revenues, though small in magnitude, reduce the distribution revenue
requirements which benefits ratepayers. Any over or under recovery of other revenues
will be reflected in the revenue decoupling adjustment.
2.

Rate Mechanisms
a.

Decoupling

The Company stated that its proposed decoupling mechanism is consistent with
the decoupling methodology used by other Connecticut utilities including Connecticut
Natural Gas (CNG), Southern Connecticut Gas (SCG) and the Connecticut Light &
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Power Company d/b/a Eversource Energy. Davis, Ullram, Therrien, Heintz (Rates
Panel) PFT, p. 6. Yankee indicated its decoupling mechanism will utilize a total
revenues construct, with the revenue target based on the approved revenue
requirements for each of the three rate years. The Company stated that any over or
under recovery of revenue associated with sales in a given revenue decoupling period
will be compared with the approved revenue levels for the same time period. The
Company intends to include decoupling as a separate line item on customers’ bills. The
Company stated it believes its proposed decoupling mechanism is in compliance with
Conn. Gen. Stat. § 16-19tt. Id., pp. 13-15.
The Company proposed including all distribution revenue, and other
non-tariff-based revenue in its decoupling calculation. The Company will exclude the
following revenues from its decoupling calculation: Conservation Adjustment
Mechanism (“CAM”) revenues, DIMP revenues related to the reconciliation, System
Expansion Revenues and reconciliation, interruptible and special contract revenue,
revenues specifically identified and approved for exclusion by the Authority and
revenues related to gas costs, including non-firm margins that are addressed in the
PGA process. The Company intends to include Service Expansion (SE) customers in
the decoupling calculation for each rate year consistent with the approach approved in
SCG’s rate case in Docket No. 17-05-42, Application of The Southern Connecticut Gas
Company to Increase its Rates and Charges. (SCG Rate Case Decision) Id., pp. 15 and
16.
Yankee stated that the decoupling period will be from January 1 to December 31
for each of the three rate years. The Company plans to submit its decoupling filing with
the Authority by March 1st following the end of each rate year. Yankee will compare the
approved distribution target revenues to actual revenues associated with the
corresponding revenue decoupling period (i.e., each rate year). The difference will be
included as a line item on customer bills for the following twelve months as either a
credit or charge, beginning April 1st following each such rate year. The Company
intends to make its first decoupling filing no later than March 1, 2020 for RY1 and will
continue to use this approach after the expiration of the last rate year up until the time of
its next rate case. The Company proposed to recover (or refund) the decoupling charge
(or credit) on a volumetric basis consistent with the current methodology employed by
the other Connecticut LDCs. The Company stated that the charge or credit will be a
uniform per Ccf charge. The adjustment will be a separate line item on customer bills
identified as “Revenue Decoupling Adjustment”. Id., pp. 16 and 17.
The Company proposed a decoupling target illustration of $307.1 million for
RY16, $275.9 million for RY2, and $288.6 million for RY3. 9/5/18 Settlement Filing,
Attachment 7. The Authority notes that the Company should utilize estimated system
expansion revenue amounts that are consistent with Attachment 7 in its decoupling
mechanism. The estimated amounts were $33.521M for RY1, $36.995M for Rate Y2
and $48.134M. The system expansion amount for RY1 covered the time period from
November 15, 2018 through December 31, 2019. Id. Section F. 2. C. below addresses
the system expansion mechanism.

6

Rate Year 1 includes the period 11/15/18 through 12/31/19, Settlement Agreement, p. 9.
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The Authority reviewed the decoupling proposal and finds that the Company’s
proposed decoupling mechanism is in compliance with Conn. Gen. Stat. § 16-19tt. The
decoupling mechanism serves to stabilize the impact of unpredictable variables such as
abnormal weather where actual gas sales can deviate from anticipated sales forecasts
in any given year. The proposed decoupling mechanism ensures that Yankee only
recovers its approved revenues and is consistent with decoupling mechanisms for
Connecticut’s other LDCs. Therefore, the Authority approves the decoupling proposal.
b.

DIMP Reconciliation Mechanism

The Company proposed a DIMP Reconciliation Mechanism which would recover
the costs of DIMP and Core Capital additions above specified amounts in base
distribution rates. Yankee’s proposed DIMP Reconciliation Mechanism would reconcile
the forecast revenue requirement to reflect the actual DIMP and Core Capital for the
prior full calendar year. Settlement Agreement, p. 5.
The Company proposed to file its DIMP Reconciliation annually, by March 1 st of
each year for rates to become effective April 1 st, covering a true-up of the prior calendar
year’s actual activity and a forecast of the current year’s activity. The initial DIMP
reconciliation rate would cover DIMP and Core Capital investments above the specified
amount included in base distribution rates placed in service during RY1 and would be
recovered from April 1, 2019 through March 31, 2020. Under the proposed Settlement
Agreement, DIMP and Core Capital investments combined in base distribution rates are
$117.1 M for RY1, $115.0M for RY 2, and $112.7M for RY3. 9/5/18 Settlement Filing,
Table 1, p. 3. The Company also provided its DIMP revenue requirement of $3.085M
for 2018 for which it will recover through the DIMP Reconciliation Mechanism effective
November 15, 2018. Settlement Agreement, Attachment 8. The Company intends to
collect or refund the DIMP reconciliation on a volumetric basis across all rate classes.
Response to Interrogatory RA-9. The Company testified that in the COSS, the
Company allocates the costs for mains primarily by demand. Tr. 9/26/10, p. 100.
The Authority determines that inclusion of DIMP in the rate base and allowing
recovery through the DIMP Reconciliation Mechanism of incremental DIMP and Core
Capital will likely minimize customer rate shock compared to a stand-alone DIMP
charge that has the potential to produce much larger DIMP charges over time if DIMP
was not allowed in the rate base.
The Authority notes that Yankee’s DIMP proposal will charge or credit customers
solely through a volumetric charge, unlike SCG which utilizes both volumetric and
demand in its DIMP mechanism depending on the customer’s rate class. The Authority
approves the DIMP mechanism charged solely through a volumetric charge for this
Settlement Agreement. However, in its next rate case, the Company shall provide an
alternative recovery methodology for consideration that includes both volumetric and
demand factors similar to SCG.
c.

System Expansion Reconciliation Mechanism

The Company has a System Expansion Reconciliation (SER) mechanism in
place. Yankee would maintain the existing annual filing structure of the Company’s
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current SER mechanism that occurs around March 1 st, covering the prior calendar year,
to be effective April 1st. Rates Panel, PFT, p. 20. Under the proposed Settlement
Agreement, the SER would be modified to include system expansion revenue
requirements and revenues in the base rates. 9/5/18 Settlement Filing, Other
Provisions, p. 5. Yankee testified that after the implementation of new rates in this
proceeding, the annual system expansion (SE) reconciliation will reconcile the actual
revenue requirement less SE revenues against the projected revenue requirement and
projected SE revenue included in base rates in the rate years. Rates Panel PFT, pp.
19-20. The Company stated that inclusion of the SE revenues in the base rates will
help offset the revenue requirement associated with SE customer investments.
Response to Interrogatory RA-13. The Settlement Agreement included an exhibit that
illustrated the SE revenue requirements that projected an excess of system expansion
revenues for Rate Years 1 -3. Based on the average rate base associated with SER,
the estimated required revenue for RY1 is $19.766M, $24.570M for RY2, and $29.913M
for RY3. 9/21/18 Settlement Filing, (Revised) Attachment 9.
The Authority finds that the modifications to the SER mechanism to include SE
revenues in the base rates is warranted, agrees with their inclusion in the Other
Provisions section of the proposed Settlement Agreement, and approves the SER
mechanism proposal.
3.

Sales Forecast

The Company provided its sales forecast and testimony in its Application. The
sales forecast is the basis for the rate year billing determinants for rate design. Ludwig,
PFT p. 2. The Company’s weather normalized sales forecast anticipated sales to
increase by 2.9% in RY 1, 2.2% in RY2, and 1.4% in RY3. Id., p. 8. The Company
attributed the projected sales growth to the system expansion program and improving
economic conditions. Id. For Rate Year 3, the forecasted sales growth was only 1.4%
due to fewer forecasted step loads, less favorable gas-to-oil price differential; and
continued decline in manufacturing employment. Response to Interrogatory RA-6. The
Company stated that it used Moody’s Analytics to develop the Yankee customer and
use per customer forecasts. Ludwig, PFT, p. 9. The Company assumed that gas prices
would slightly increase through the forecast period. Id., p. 10. The Company also
identified step loads and a special contract that converted at the end of 2017 as out of
model adjustments to its sales forecast. Response to Interrogatory RA-7. Finally, the
Company testified that while it conducts surveys of its larger commercial customers, the
surveys are focused on customer satisfaction. Tr. 9/26/10, p. 98.
The Authority reviewed the Company’s sales forecast, testimony and multiple
interrogatory responses regarding the Company’s forecast. While the Authority believes
there are areas of opportunity for the Company to further enhance their sales forecasts
such as engaging large customers regarding their operations or expansion plans, the
Authority recognizes that the Company’s econometric forecasting approach, to some
extent, picks up trends such as new areas of sales growth. The Authority accepts the
Company’s sales forecast as it encompasses normalized weather, out of model
adjustments, gas to oil price differentials and economic conditions.
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Cost of Service Study

In general, a COSS is a mathematical business model that systematically
assigns cost responsibility among customer classes for Company assets and expenses
incurred by a LDC to serve customers. Since the COSS culminates in summarizing
customer, energy, demand and total costs by customer class, it is an invaluable tool for
documenting equity and establishing revenue requirements and tariff charges by
customer class.
The Company filed its COSS as part of the application. The Company testified
that its COSS is in compliance with the findings in the Authority’s prior generic gasrelated COSS proceedings.7 Rates Panel, PFT p. 22. Specifically, Yankee affirmed that
the cost allocators used in the Company’s COSS conform to the Authority’s decisions.
Response to Interrogatory RA-66. In addition, OCC’s witness reviewed the Yankee
COSS and noted the methodologies used are appropriate. OCC witness Bachelder
PFT p. 31
Schedule E 6.0 (A) of the Company’s COSS presented the current ROR at
present rates for each rate class on a bundled and unbundled basis. Rates Panel PFT,
p. 24. Yankee’s COSS allocated the costs of the utility over the RY 1 period and
produced income statements for each customer class. By examining the individual
class income statement, the return on equity for each class can be determined and
compared to the overall utility return. Schedule E. 6.0 (C) provided a unitized ROR.
These calculations provide an initial step in determining the revenue allocation (of an
increase or decrease) among the utility’s numerous customer rate classes.
The Authority finds that the Company’s COSS study is consistent and complies
with prior PURA decisions regarding gas COSS methodologies and accepts the COSS
as a guide to be used for revenue allocation.
5.

Revenue Allocation

The Company proposed a revenue allocation based upon the results of its class
COSS with the goal to designing rates that are cost-based, fair and equitable both
within and among rate classes. Rates Panel PFT, p. 24. The relative position of an
individual rate class compared to all rate classes is an indicator of class cost
responsibility. Yankee set the delivery component of class distribution rates based on
the class ROR and resulting overall class revenue impacts. Those rate classes with
current RORs significantly below the system average ROR have been assigned a

7

By Decision dated August 9, 2000 in Docket No. 99-03-28, DPUC Review of Natural Gas Companies
Cost of Service Methodologies, the Authority established a COSS architecture that included
prescribing extensive allocation rules that standardized COSS methodologies for all gas companies .
By Decision dated September 5, 2007, in Docket No. 06-04-04, DPUC Review of Natural Gas
Companies Cost of Service Methodologies, the Authority made further modifications to the COSS
standards regarding cost allocations between merchant and distribution functions, on-site LNG facilities,
upstream storage, and firm sales and firm transportation administrative costs.
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higher proportional rate increase as opposed to those classes with current RORs close
to or exceeding the current ROR.
The revenue allocation provided in the Rate Design Settlement reflects the
proposed allocation percentages from the initial filing, which will be used by the
Company to allocate the $1.4 million RY1 incremental revenue requirements. 9/21/18
Settlement Filing, p. 4 and Attachment 1. For example, in RY1, the Amended
Settlement Agreement increase of $1.4 million is approximately 3% of the original RY1
distribution increase of $49.0 million. Therefore, each firm rate class will receive
approximately 3% of the total RY1 percentage rate increase/decrease proposed in the
Company’s original filing. The proposed RY1 original and Settlement Agreement total
class distribution rate percentage changes are shown below.
Rate
Rate 01
Rate 02
Rate 03
Rate 10
Rate 20
Rate 30
Rate 36
Special Contracts
Interruptible

Description
Residential Non-Heating
Residential Heating
Residential Multi-dwelling
Small Commerical & Industrial
Medium Commerical & Industrial
Large Commerical & Industrial
Seasonal

Total

Original
17.8%
13.3%
12.7%
10.9%
4.5%
6.5%
0.0%
0.0%
0.0%

Settlement
0.5%
0.4%
0.3%
0.3%
0.1%
0.2%
0.0%
0.0%
0.0%

10.1%

0.3%

9/14/18 Settlement Filing, Attachment 1, p.1.
For RY 2 and 3, the Company plans to retain the proportional distribution rate
increases/decreases contained in its original rate case filing. Id., p. 4; Attachments 4
and 7.
OCC’s witness reviewed Yankee’s revenue allocation and noted Yankee’s
proposed allocation results in rates by class that are closer to paying their proportional
share. OCC witness Bachelder PFT, p. 31. Yankee’s original revenue allocation
proposal and the revenue allocation proposed in the Rate Design Settlement are based
on the Company’s class COSS. The Authority finds that the revenue allocation
proposed in the Rate Design Settlement is consistent with the class COSS and is
designed to move classes closer to rate parity over the long term. Moving each class
toward cost of service sends the proper cost signals to customers, and over time, rates
will approach cost. The expected class impact as detailed in the Rate Design
Settlement is reasonable. The Authority accepts the proposed revenue allocation.
6.

Rate Design

In its application filing, the Company set prices for the customer and
demand-related components of service at levels that attempted to move current prices
closer to levels indicated in the COSS. Rates Panel PFT, p. page 31. Yankee provided
and compared the various proposed rate elements to the cost derived from the COSS.
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Id., p. 35. The Company tempered its proposal in order to provide a gradual change in
rates. Id, p. 31.
To implement the revenue allocation proposed in the rate design settlement, a
rate design by class and rate element was included in the 9/14/18 Settlement Filing.
This proposed rate design framework is similar in structure to Yankee’s original
proposal filed in its Application. However, due to the reduction in revenue requirements
reflected in the revenue requirements settlement, some elements of Yankee’s original
rate design proposal changed.
The rate design settlement contained in the 9/14/18 Settlement Filing included a
detailed rate design for each rate class, including bill impact statements for RY1-3.
9/14/18 Settlement Filing, Attachment 3, 6 and 9. The Authority reviewed the bill
impact statements provided in the rate design settlement and finds no undue impact on
the rate classes. For example, for Rate Class 02, Residential Heating, the Company
originally proposed increasing the monthly customer service charge (CSC) from $15 per
month to $18.75 per month. The Company also proposed increasing volumetric
charges relatively equally. Per the terms of the rate design settlement contained in the
9/14/18 Settlement Filing, the Company will not increase the CSC in Rate Year 1, in
Rate Year 2 the CSC will increase by $1 and in Rate Year 3 the CSC will increase by an
additional $1. The volumetric charges will be modified per the terms of the attachments
to the 9/14/18 Settlement Filing.
For Rate Class 03, Residential Multi-Dwelling, the Company originally proposed
increasing the CSC from $41 per month to $49 per month. The Company had originally
proposed increasing the demand charge by $0.40 and the volumetric charges by
approximately 30%. Per the terms of the rate design settlement contained in the
9/14/18 Settlement Filing, the Company will increase the CSC to $44 per month and the
demand charge by $0.04. The volumetric charges will be modified per the terms of the
attachments to the 9/14/18 Settlement Filing.
The Company will recover the revenue requirement increase from all rate classes
consistent with the rate design specified in Attachments 2, 5 and 8 of the 9/14/18
Settlement Filing. The Company will submit its detailed rate design schedules in a
compliance filing as ordered in this Decision.
The Authority accepts the proposed rate design framework contained in the
9/14/18 Settlement Filing. The proposed rate design plan may include changes from
the approach in the Settlement Agreement in the event the Company finds any
anticipated bill impacts to be burdensome to customers in the course of designing the
Rate Year rate plans, subject to agreement by the Settling Parties and approval by the
Authority.
7.

Tariffs

The Company proposed tariff modifications in Application, Schedule E-1.0. The
proposed changes incorporate the Company’s proposed rate changes, necessary
language for the applicability of the proposed rate mechanisms and certain clarifications
and additions to the Company’s definitions. The Company also proposed several
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changes including (i) a Rider MFG to allow certain manufacturing customers, without
alternative fuel, to partake in interruptible service in exchange for negotiated rates
including revised language submitted in Q-LFE-003-SP01 Id., p. 6 (ii) a Meter Diversion
Charge of $250 to deter theft; (iii) a sales tax abatement charge of $68 per instance to
be assessed to customers who fail to complete the necessary paperwork required if
they are tax exempt; and (iv) revised language filed as Attachments 10 and 11 to the
9/14/18 Settlement Filing related to the Revenue Decoupling Mechanism and the DIMP
Adjustment. Id., p. 5.
The Authority accepts the proposed tariff changes in the Application, as modified
by the Settlement Agreement, subject to revised rates reflecting the approved revenue
requirement targets.

8.

Houses of Worship

The record in this proceeding includes correspondence from The United Church
of Christ Southbury (“UCCS”). UCCS highlights the Decision dated April 25, 2018 in
Docket 17-05-52, Application of the United Church of Christ, Southbury for Change in
Commercial Designation for Religious Organizations, (UCCS Docket) which determined
that a House of Worship (“HOW”) change in rate classification was not appropriate. By
letter dated July 26, 2018, UCCS reiterated its request to place churches and other
religious institutions in a residential rate tariff category or create a separate rate tariff for
HOW. (UCCS 07/26/18 Letter.) UCC’s application in the UCCS Docket was supported
by over 35 congregations.
UCCS stated that it is unconvinced by utilities’ arguments that revising the
current system would be difficult and open “a Pandora’s Box for a flood of similar
requests for other not-for-profit institutions.” UCCS argued that it “pays demand
charges when essentially no gas is consumed” and that the current rate design may
discourage HOW facilities from using natural gas due to the commercial designation.
UCCS acknowledged that it did not have any specific data to support its position.
UCCS also highlighted that existing HOW have been grandfathered into the residential
classification for electricity service, but newer facilities are now considered commercial.
UCCS 07/26/18 Letter, p.3.
Connecticut State Representative Tami Zawistowski submitted correspondence
dated July 18, 2018, on this issue. Rep. Zawistowski commented that demand charges
are not appropriate for HOW “which may operate the largest portion of their property
only one day per week, with overall usage not reflective of the R-20 classification on an
annual basis.”
The Company stated it has not considered any rate forms, discounts or
adjustments for existing rates of HOW customers because doing so would shift costs to
other customers, on both an intra-class and inter-class basis. The Company further
stated that the Company bases gas rate categories on the customers’ cost
characteristics and cost responsibility. According to the Company, carving out
customers for specific rate treatment would not necessarily guarantee lower bills for
those customers because a new cost category for HOW customers would need to be
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The key concern raised by UCCS is that the demand charge portion of the bill is
not truly reflective of UCCS’s usage and, therefore, unfair. In order to address this
concern, it is necessary to briefly review the role that demand charges play in rate
design. Rates are designed to fairly and equitably allocate the cost of the distribution
system to ratepayers based on cost responsibility. The key driver in the cost of the
state’s natural gas distribution system is peak demand; therefore, the demand charge
enables the utility to recover system costs consistent with cost-causation and cost
recovery principles. Importantly, a demand charge is not simply an additional charge
added to a customer’s gas bill. Three part rates, such as Rate 20, which include
customer, demand and volumetric components have significantly lower volumetric rates
than would a typical two part rate (such as a residential or small general service rate),
which collects the demand charges within the volumetric component. Demand charges
are not confined to commercial customers. Multi-Dwelling Residential Customers (Rate
Class 03) have a demand rate component. When properly constructed, demand rates
are not more expensive than non-demand rates. Three part rates are used to properly
charge a diverse group of customers within a rate schedule and recognize varying load
factors (intensity of use) and load levels.
The Authority finds that no significant evidence has been provided in this
proceeding nor have circumstances changed which would cause the Commission to
reconsider or change its final decision in the UCCS Docket.
First, although the UCCS is a church, its gas usage profile is consistent with
customers in Medium General Firm Service Rate 20, which is available to nonresidential customers with gas consumption of between 5,000 Ccf and 20,000 Ccf per
year. The Company performed a customer specific analysis of the facility in the UCCS
Docket and reported that the UCCS used approximately 7,500 CCF per year, which was
very close to the average Rate 20 customer. Response to Interrogatory RA-46. In that
Docket, the UCCS acknowledged that it operates a preschool in the building Monday
through Friday. In general, HOWs have usage patterns that are more aligned with
commercial entities than with residential customers. For example, a HOW may operate,
sponsor or lease space for daycare facilities which operate during weekdays. A HOW
may also have activities on many days of the week to support their music, youth,
community and educational programs and activities. All of these activities can occur on
a day (or days) other than the day of worship. Consequently, the consumption profile of
a HOW is typically not consistent with a residential rate category. The Authority
recognizes that, as with all rate classes, there may be some facilities whose usage is
statistically outside the average rate class customer profile; however, those exceptions
do not necessarily warrant reclassification of an entire category of customers, many of
whom fall squarely within the current rate category.
Second, the Authority finds that creating or reclassifying a HOW rate would
create a cost shift to other customers, in effect creating a subsidization for one subgroup of customers at the expense of other customers. To do so is inconsistent with
COSS and rate design principles which, under the proposed Settlement Agreement, are
moving customer classes towards more equalized rates of return and cost of service so
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that customers pay their fair share of costs. Further, other non-profit institutions may
request similar preferential treatment which would potentially multiply the effect of the
subsidization, further skewing the cost of service model for rate design. Although
subsidizing a HOW may be a laudable public policy, the use of utility rate design to
accomplish this objective is not.
Lastly, the Authority is concerned that treating houses of worship differently than
other similarly situated non-residential customers may raise significant legal issues and
lead to unintended consequences. It is not clear how a utility would identify a HOW as
people’s spiritual and religious practices have and continue to evolve. A HOW is no
longer limited to the steepled buildings on the town square. Utilities would be placed in
the positon of having to determine which spiritually or religiously aligned persons or
organizations qualify for this special treatment. Basing a rate class determination on the
religious identity of the customer rather than the customer’s general gas usage would
be fraught with complexities, Constitutional and otherwise.
In summary, the Authority maintains that the overarching principle that dictates
rate design or customer classification is cost causation. Therefore, the Authority
determines that its findings in the UCCS docket remain valid.
9.

Rates and Revenue Conclusion

The Company will be directed to submit final rates and tariffs for each of the rate
years, including the appropriate revenue proof exhibits and all work papers, typical bill
comparison work papers, written comments and tariff sheets in conformance with the
Settlement Agreement.
III.

FINDINGS OF FACT

1.

Yankee’s standard bill form, termination notice and customer rights notice comply
with applicable regulations.

2.

Yankee’s estimated bill form complies with applicable regulations.

3.

Yankee’s policies and procedures for the administration of customer security
deposits comply with applicable regulations.

4.

Yankee’s Customer Care Center is available from 8:00 a.m. to 6:00 p.m. Monday
through Friday for customer complaints and inquiries.

5.

The proposed Settlement’s capital expenditures are less than the proposed
Application.

6.

The proposed Settlement depreciation expenditures are less than Yankee’s
Application.

7.

The capital structure components are weighted according to their proportion of
total capitalization.
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The capital structure components weighted costs are summed to determine the
Company’s overall cost of capital, which becomes the allowed ROR.

9.

Due to the additional risks facing equity holders the cost of equity is greater than
the cost of debt.

10.

The capital structure for rate year 1 ending December 31, 2019, is at 53.52%
equity and 46.48% debt.

11.

The capital structure for rate year 2 ending December 31, 2020, is at 53.99%
equity and 46.01% debt.

12.

The capital structure for rate year 3 ending December 31, 2021, is at 53.76%
equity and 46.24% debt.

13.

Yankee did not include short-term debt in its capital structure.

14.

The 9/5/18 Settlement Filing provided for cost rates of long-term debt of 4.32% in
2019, 4.43% for 2020 and 4.45% for 2021.

15.

The cost of long-term debt is the embedded cost of Yankee’s current portfolio
adjusted for the expected effects associated with new debt in the three rate
years.

16.

The forecasted coupons for new bonds was developed using a 30-year U.S.
Treasury yield forecast and estimated new issue pricing for 30-year First
Mortgage Bond securities.

17.

The 9/5/18 Settlement Filing stipulated a 9.30% allowed ROE for all three rate
years of 2019-2021.

18.

The Settling parties stated that from the most recent RRA average authorized
ROE for natural gas utilities was 9.55%.

19.

The OCC’s expert witness Dr. J. Randall Woolridge calculated an allowed ROE
of 8.75%.

20.

The Company’s expert witness Ann Bulkley calculated an allowed ROE of
10.25%.

21.

The 9/5/18 Settlement Filing offered an ESM such that earnings above the
authorized ROE of 9.30% will be shared equally (50/50) between customers and
shareholders for each of the three rate years 2019 through 2021.

22.

Yankee reported that the 50/50 sharing was agreed upon because this
percentage is consistent with the Company’s current ESM and those authorized
at other Connecticut utilities.
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23.

The legacy Northeast Utilities Retirement DB Pension Plan was closed to new
participants in 2005 for salaried employees and by 2011 for unionized
employees.

24.

The legacy Northeast Utilities Retirement DB Pension Plan was also merged into
the NSTAR pension and renamed Eversource Pension Plan on December 31,
2014.

25.

There are no minimum required contributions projected by the Company’s
actuary in each of the rate years for the Eversource Pension Plan.

26.

The Eversource 401(k) Plan is a defined contribution pension plan through which
employees can tribute up to 50% of their eligible compensation up to the IRS
limits.

27.

For the Eversource 401(k) Plan, the Company provides a corresponding
Employer Matching contribution of 100% up to the first 3% of employee pre-tax
and/or Roth 401(k) contribution based on eligible compensation.

28.

The Company made a series of changes to retiree medical benefits since the
2011 Yankee Rate Case.

29.

In 2013, the Company changed its prescription drug benefit offered to Medicare
eligible retirees with the introduction of Medicare Part D Employer Group Waiver
Plan (EGWP).

30.

Effective January 1, 2017, all retirees were transitioned to a private health care
exchange.

31.

The Company also provides Med-Vantage which is a post-retirement health care
benefit to employees who have separated from service with the Company.

32.

Negotiated post-employment benefits, including pension enhancements not
covered by the Eversource Retirement plan or the SERP.

33.

The customer portion of any earnings in excess of Yankee’s allowed ROE will be
used to offset the environmental remediation deferral.

34.

Any earnings sharing amount in excess of the environmental remediation
deferral shall be credited directly to customers.

35.

On a calendar year basis, Yankee will file an earnings sharing report annually
with the Authority each March 31.

36.

At present Yankee is operating under an ESM through the Decision dated April
29, 2015 in Docket No. 14-08-10, PURA Review of Overearnings for Yankee
Gas Services Company and the Decision dated April 29, 2015 in Docket No. 1502-46, PURA Review of Overearnings for Yankee Gas Services Company Reporting Period July 2014 Through December 2014.
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37.

Yankee’s pro forma times interest earned ratio was calculated at 3.54 for 2019,
3.80 for 2020 and 3.66 for 2021.

38.

Yankee’s pro forma cash flow coverage ratio was calculated at 3.08 for 2019,
3.47 for 2020 and 3.34 for 2021.

39.

The customer portion of any earnings sharing shall be applied by Yankee to
offset the environmental regulatory asset as described in 9/5/18 Settlement
Filing, Section 1.6.2, and any amounts in excess of the regulatory asset shall be
credited directly to customers.

40.

The incremental distribution revenue requirements in the 9/5/18 Settlement Filing
are $1.4 million, $15.8 million, and $13.0 million for Rate Years 1, 2, and 3
respectively.

41.

Other revenues are approximately $1.97M for RY 1, 2, and 3 respectively.

42.

The Company intends to include Service Expansion (SE) customers in the
decoupling calculation for each rate year consistent with the approach approved
in SCG’s rate case in Docket No. 17-05-42.

43.

The decoupling period for RY1 includes the period from November 15, 2018
through December 31, 2019.

44.

The decoupling period for RY2 will be from January 1, 2020, through December
31, 2020, and RY3 will be January 1, 2021, through December 31, 2021.

45.

The Company will recover (or refund) the decoupling charge (or credit) on a
volumetric basis.

46.

The Company proposes to file its DIMP Reconciliation annually, by March 1 st of
each year for rates to become effective April 1 st, covering the prior calendar
year’s actual activity.

47.

The Company will recover the DIMP charge on a volumetric basis.

48.

Under the proposed 9/5/18 Settlement Filing, the System Expansion
Reconciliation would be modified to include system expansion revenue
requirements and revenues in the rate base.

49.

The Company’s weather normalized sales forecast anticipated sales to increase
by 2.9% in RY1, 2.2% in RY2, and 1.4% in RY3.

50.

The Company’s COSS study is consistent and complies with prior PURA
decisions regarding gas COSS methodologies.

51.

Rate classes with current RORs significantly below the system average ROR
have been assigned a higher proportional rate increase.
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52.

The Company will recover the revenue requirement increase from all rate
classes consistent with the rate design specified in 9/14/18 Settlement Filing,
Attachments 2, 5 and 8.

53.

The Company proposed a Meter Diversion Charge of $250 to deter theft.

54.

The Company proposed a sales tax abatement charge of $68 per instance to be
assessed to customers who fail to complete the necessary paperwork required if
they are tax exempt.

55.

The Company bases gas rate categories on customers with similar cost
characteristics and cost responsibility.

IV.

CONCLUSION AND ORDERS

A.

CONCLUSION

The Authority finds the Settlement Agreement to be just and reasonable and in
the public interest. The Authority approves the Settlement Agreement subject to the
orders below.
B.

ORDERS

For the following Orders, the Company shall submit one original of the required
documentation to the Executive Secretary, 10 Franklin Square, New Britain,
Connecticut 06051 and file an electronic version through the Authority’s website at
www.ct.gov/pura. Submissions filed in compliance with the Authority’s Orders must be
identified by all three of the following: Docket Number, Title and Order Number.
Compliance with orders shall commence and continue as indicated in each specific
Order or until the Company requests and the Authority approves that the Company’s
compliance is no longer required after a certain date.
1.

No later than January 31, 2019, Yankee shall acknowledge in writing that it will
submit for the Authority’s approval, any changes to its customer service
practices, procedures or policies in writing at least 30 business days prior to the
effective date of such changes.

2.

No later than January 31, 2019, Yankee shall acknowledge in writing that the
Company shall continue its monthly meetings with the Authority’s Consumer
Affairs Unit.

3.

No later than January 31, 2019, Yankee shall report to the Authority on any
enhancements to its termination notice advising customers who want to take
advantage of electronic bill payment methods, that any electronic payment made
on an account after the last day of guaranteed service may still subject that
account to service termination and any associated reconnection fees.
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No later than April 30, 2019, and every quarter thereafter, Yankee shall submit
monthly telephone answering statistics containing the following information:
a)
b)
c)
d)
e)
f)
g)

Average Speed of Answer (ASA);
Average call handle time;
Number of abandoned calls;
Abandoned Call Rate;
Transaction Completion Rates within the IVR;
Average number of customer service representatives; and
Ratio of calls to customer service representatives.

5.

No later than December 19, 2018, the Company shall file with the Authority its
proposed final rates and tariffs for Rate Year 1 in accordance with the directives
herein Section H, Revenue, Rate Design and Tariffs.

6.

No later than December 19, 2019, the Company shall file with the Authority its
proposed final rates and tariffs for Rate Year 2 in accordance with the directives
herein Section H, Revenue, Rate Design and Tariffs.

7.

No later than December 18, 2020, the Company shall file with the Authority its
proposed final rates and tariffs for Rate Year 3 in accordance with the directives
herein in Section H, Revenue, Rate Design and Tariffs.

8.

Annually, the Company shall file its Decoupling and DIMP filings by March 1st of
the subsequent calendar year.

9.

The Company will file an earnings sharing report, on a calendar year basis,
annually with the Authority each March 31st.

10.

The Company is directed to spend in rate years 2019 through 2021 and in each
subsequent rate year an amount which will allow the Company to completely
replace its cast iron and bare steel facilities in no more than 11 years and
completely replace its copper services, small diameter coupled steel mains,
coupled steel services, and unprotected coated steel mains and services in no
more than 14 years following a risk based system replacement methodology until
the Authority approves any alternative following Yankee’s next rate application. If
Yankee does not spend the full amount in any rate year, the difference shall be
made up the following rate year.

11.

The Company shall establish a trip charge to be applied to the customer’s
account in each instance the Company is denied access to perform mandated
inspections on inside gas services. This trip charge shall be based on criteria to
be established by Yankee and submitted to the Authority within 30 days of this
final Decision. These criteria must be approved by the Authority. Once the
criteria are approved, this order shall remain in effect until the Authority issues its
final Decision in Yankee’s next rate proceeding.
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12.

The Company shall achieve a Class 2 leak backlog of 90 or less leaks at the end
of each calendar year until the Authority issues its final Decision in Yankee’s next
rate proceeding.

13.

Beginning in 2020, Yankee shall achieve a Class 3 leak backlog of 180 or less
leaks on coated and cathodically protected steel pipe and plastic pipe at the end
of each calendar year until the Authority issues its final Decision in Yankee’s next
rate proceeding.

14.

No later than the 15th of each month until the Authority issues its final Decision in
Yankee’s next rate proceeding, the Company shall submit to the Authority a
tabulation of suspected Gas Odor Complaint responsiveness for the prior month.
The submittal shall include all available data for the current calendar year up to
and including the prior month and the data for the previous calendar year. The
submittal shall include a detailed timeline (time call received, time call
dispatched, time of arrival onsite) and a detailed explanation for any response
time in excess of 30 minutes during normal business hours and 45 minutes at all
other times. If Yankee exceeds the guidelines, it shall include in its explanation
whether or not the local fire department was utilized and if so, it’s associated
response time.

15.

No later than January 15, 2019, and quarterly thereafter, until the Authority
issues its final Decision in Yankee’s next rate proceeding, Yankee shall submit to
the Authority a tabulation of the Class 2 and Class 3 leak statuses (e.g.,
beginning balance, leaks detected, leaks repaired, other disposition, ending
balance) for the prior quarter. The submittal shall report Class 3 leaks on coated
and cathodically protected steel pipe and plastic pipe separately from all other
Class 3 leaks. The submittal shall include all available data for the current
calendar year and the data for the previous calendar year.

16.

No later than January 15, 2019, and quarterly thereafter, until the Authority
issues its final Decision in Yankee’s next rate proceeding, Yankee shall submit to
the Authority a tabulation of third-party damages for the prior quarter. The
submittal shall include all available data for the items listed below for the current
calendar year and the data for the previous calendar year.
a.
b.
c.
d.
e.
f.
g.
h.
i.
j.
k.

total number of Call Before You Dig tickets;
total number of damages;
total number of damages/1,000 tickets;
number of contractor at fault (not including no notice) damages;
number of contractor at fault damages/1,000 tickets;
number of no notice damages;
number of no notice damages/1,000 tickets;
number of Company markout person at fault damages;
number of Company markout person at fault damages/1,000 tickets;
number of Company records at fault damages; and
number of Company records at fault damages/1,000 tickets.
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Bare
Steel

Size
4" or less
Over 4" thru 6"
Over 6" thru 8"
Over 8"
4" or less
Over 4" thru 6"
Over 6" thru 8"
Over 8"

High
Pressure
Low
Pressure*
High
Pressure
Low
Pressure*

Mileage
on
12/31/18

All
All

All

Low
Pressure*

All

High
Pressure

All

Low
Pressure*

All

Bare Steel

Miles (to nearest
1/10 mile) replaced
between 7/1/18
and 12/31/18

All

High
Pressure

Material

Mileage
on
7/1/18

All

Coupled
Steel**

Copper

Pressure

Unprotected
Coated
Steel

Mains

High
Pressure

Material

Cast Iron

Facility

Low
Pressure*

No later than February 15, 2019, and every six months thereafter until the
Authority issues its final Decision in Yankee’s next rate proceeding, the Company
shall submit to the Authority a pipe replacement program report for the preceding
six months. For the February 15, 2019 submission, the format from Order No. 10
issued in the June 29, 2011 final Decision in Docket No. 10-12-02, Application of
Yankee Gas Services Company For Amended Rate Schedules shall be used.
For each subsequent submission, the submittal shall be formatted and contain
the same information as shown below:

Services

17.
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Pressure
High
Pressure

Size
All

Low
Pressure*

All

Number of
Services
on 7/1/18

Services
Replaced
Between 7/1/18
and 12/31/18

Number
of
Services
on
12/31/18

Unprotected
Coated Steel

Coupled
Steel**

Copper
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High
Pressure
Low
Pressure*

All
All

High
Pressure

All

Low
Pressure*

All

High
Pressure

All

Low
Pressure*

All

Capital Expenditures for Main replacement - 7/1/18 - 12/31/18

$

Capital Expenditures for Service replacement - 7/1/18 – 12/31/18
* Low pressure means a gas distribution system in which the gas pressure in the main
is substantially the same as the pressure provided to the customer.

$

** The inventory of coupled steel pipe is unknown as not all couplings are represented
in the Company’s Geographic Information System (GIS), therefore the inventory of
coupled steel pipe is estimated.

18.

The Company shall submit to the PURA Gas Pipeline Safety Unit, any and all
material changes or revisions to its operating procedures, maintenance
procedures or construction standards, no later than 10 days prior to their
implementation. If an unforeseen circumstance(s) does not allow for that
notification, Yankee shall telephonically notify the Gas Pipeline Safety Unit as
soon as possible. This order shall remain in effect until the Authority issues its
final Decision in Yankee’s next rate proceeding.

19.

The Authority hereby rescinds Order No. 16 issued in the June 29, 2011 final
Decision in Docket No. 10-12-02, Application of Yankee Gas Services Company
For Amended Rate Schedules.

20.

On or before January 31, 2020, the Company shall file a report demonstrating
that the Incremental LNG FTEs have been hired and confirms that the
incremental LNG FTEs are in addition to the 354 Yankee FTEs as of June 30,
2018.

21.

On or before March1, 2020, the Company shall submit a compliance filing
pursuant the Authority’s final decision in this docket for the ‘Fee Free’ program.
The filing should include the number of credit card payments, costs associated
with payments, speed of payments from bill issuance, number of credit card
payments made from hardship customers, annual uncollectible, as well as
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qualitative improvements in customer satisfaction. Additionally, the Company
shall provide the test year data in the filing.
22.

In its next rate case, the Company will provide an illustrative DIMP reconciliation
mechanism that recovers DIMP through either a volumetric or demand charge
dependent on customer rate class.

APPENDIX A
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APPLICATION OF YANKEE GAS SERVICES COMPANY
D/B/A EVERSOURCE ENERGY TO AMEND ITS RATE
SCHEDULES

This Decision is adopted by the following Commissioners:

Michael A. Caron

John W. Betkoski, III

Katherine S. Dykes

CERTIFICATE OF SERVICE
The foregoing is a true and correct copy of the Decision issued by the Public
Utilities Regulatory Authority, State of Connecticut, and was forwarded by Certified Mail
to all parties of record in this proceeding on the date indicated.

Jeffrey R. Gaudiosi, Esq.
Executive Secretary
Public Utilities Regulatory Authority

December 12, 2018
Date

