FILED WITH THE PUBLIC UTILITIES COMMISSION OF NEVADA - 3/22/2024

Agenda 06-24; Item No. 34 Draft Order for discussion at agenda

THIS ORDER IS NOT A FINAL ORDER AND MAY BE SUBSTANTIALLY REVISED
PRIOR TO ENTRY OF A FINAL ORDER BY THE PUBLIC UTILITIES COMMISSION
OF NEVADA

BEFORE THE PUBLIC UTILITIES COMMISSION OF NEVADA
Application of Southwest Gas Corporation for

authority to increase its retail natural gas utility
service rates for Southern and Northern Nevada.

)
) Docket No. 23-09012
)
)

At a special sesst0
Commission
on April 4

O the Public Ultilities
q eld at its offices

PRESENT: Chair Hayley Williamson
Commissioner Tammy Cordova
Commissioner Randy J. Brown

I INTRODUCTIOX

On September 15,
an application, designated as

phase of the docket (the
Attachment B, and incorp

7

ated herein by this reference.

On February 22, 2024, SWG, BCP, Staff, and Boyd Gaming Corporation, Station
Casinos LLC, and Venetian Las Vegas Gaming, LLC (collectively referred to as the “Southern
Nevada Gaming Group” or “SNGG”) filed an amended stipulation adding SNGG to the Rate
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Design Stipulation, marked as Exhibit 185, attached hereto as Attachment C, and incorporated
herein by this reference.

On February 26, 2024, the Commission held a hearing regarding the Cost of Capitol
Phase of the docket and remaining Rate Design Phase issues.

II. SUMMARY

The Commission grants the Application as modified by the thrg¢ fNed Stipulations
(Attachments A, B, and C) and as further outlined herein.

III. EXECUTIVE SUMMARY

the utility’s §apjtal stfucture and authorized return on its capital investments, so

the stipulated aloungs of th¢ increases are subject to change based on the Commission’s

determinations in thid\cag€ related to those unresolved issues.

SWG, BCP, and Staff, later joined by SNGG, filed a Rate Design Stipulation, which
modified SWG’s proposed rates for recovering the utility’s costs of providing service from
different classifications of customers. NCA objected to the Rate Design Stipulation and filed

testimony espousing an alternative cost-of-service study (“COSS”) and an alternative revenue
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spread. Below are tables showing the proposed revenue allocation at Certification, and

following the Stipulations, for both Southern and Northern Nevada:
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Southwest Gas Proposed Southern Nevada Revenue Allocation at

Certification [1]

Present )(/(k
Margin Increase % of Total
Rate Schedule Revenue IncreasSe Increase

Single-Family Res $ 200,762,529 25.29% 79.95%
Multi-family $ 30,629,681 20.56% 9.92%
Air Conditioning Res $ 33.51% 0.01%
GS-1 $ 17,004 476,357 2.80% 0.75%
GS-2 $ < (180,272) -0.28%
GS-3 $ 507,435 0.80%
GS-4 $ 17,037,7 096,610 . 8.03%
GS-5 (Full Tariff) $ 515,072 104,513 20.29% 0.16%
GS-6 (Full Tariff) $ 1,425,742 249,104 17.47% 0.39%
Air Conditioning 29,222 156 0.53% 0.00%
Water Pumping $ 5,252) 24.43% -0.01%
Small Electric Generation $ 101,141 17.62% 0.16%
Gas Service for Compressiopon Cust
Premises 15,041 24.93% 0.02%
Street and Outdoor L 63,097 39.99% 0.10%
Total Tariff Sales & Transps $ 63,505,138 22.27% 100.00%

Settlement Southern Nevada Revenue Allocation at Settlement
Revenue of 56.09 Million [3]

Present
Margin Increase % of Total
Rate Schedule Revenue Increase $ Increase

Single-Family Res \/ $ 200,762,529 $ 41,978,955 20.91% 74.84%
Multi-family $ 30,629,681 $ 4,181,793 13.65% 7.46%
Air Conditioning Res $ 22,623 $ 8,474 37.46% 0.02%
GS-1 $ 17,004,126 $ 1,236,383 7.27% 2.20%
GS-2 $ 13,183,333 $ 1,672,474 12.69% 2.98%
GS-3 $ 3,784,947 $ 855,290 22.60% 1.52%
GS-4 $ 17,037,783 $ 4,584,940 26.91% 8.17%
GS-5 (Full Tariff) $ 515,388 $ 162,382 31.51% 0.29%
GS-6 (Full Tariff) $ 4,700,418 $ 1,165,811 24.80% 2.08%
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Air Conditioning $ 29,222 $ 5,193 17.77% 0.01%
Water Pumping h 21,499 $ 2,466 11.47% 0.00%
Small Electric Generation $ 574,588 $ 174,092 30.30% 0.31%
Gas Service for Compression on Cust

Premises $ 60,334 $ 20,276 33.61% 0.04%
Street and Outdoor Lighting $ 157,800 $ 41,474 26.28% 0.07%
Total Tariff Sales & Transportation $ 288,484,271 $ 56,090,000 19.44% 100.00%

Southwest Gas Proposed Ndr¢hern Nevada Revenue Allocation at

Present
Margin
Rate Schedule Reven Increase $

ncrease % of Total
Increase

Single-Family Res $ 7,415,165 2477F% 70.80%
Multi-family $ 726,390 .25% 6.94%
Air Conditioning Res $ 1,5 (82) -5.44% 0.00%
GS-1 \ 5,124,847 1,381,252 26.95% 13.19%
GS-2 3,120,848 256,702 8.23% 2.45%
GS-3 . 192 15.15% 1.63%
GS-4 $ 17,798 31.78% 4.94%
GS-5 (Full Tariff) - 0.00% 0.00%
GS-6 (Full Tariff) - 0.00% 0.00%
Air Conditioning 216 36.67% 0.00%
Water Pumping 290 27.10% 0.00%
Small Electric Generation 1,816 37.59% 0.02%
28 20.44% 0.00%
4,851 $ 2,911 60.01% 0.03%
46,322,686 $ 10,472,678 22.61% 100.00%

Settlement Northern Nevada Revenue Allocation at Settlement
Revenue of 9.47 Million [1]

Present
Margin Increase % of Total
Rate Schedule Revenue Increase $ % Increase

Single-Family Res $ 30,548,222 $ 6,303,854 20.64% 66.57%
Multi-family $ 4,763,441 $ 559,079 11.74% 5.90%
Air Conditioning Res $ 1,507 $ (57) -3.78% 0.00%
GS-1 $ 5,124,847 $ 1,241,261 24.22% 13.11%
GS-2 $ 3,120,848 $ 465,647 14.92% 4.92%
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GS-3 $ 1,123,192 $ 293,418 26.12% 3.10%
GS-4 $ 1,629,151 $ 602,405 36.98% 6.36%
GS-5 (Full Tariff) $ - h - 0.00% 0.00%
GS-6 (Full Tariff) $ - h - 0.00% 0.00%
Air Conditioning $ 589 $ 204 34.70% 0.00%
Water Pumping h 1,070 $ 255 23.83% 0.00%
Small Electric Generation $ 4,831 $ 1,913 39.61% 0.02%
Gas Service for Compression on Cust

Premises h 137 $ 26.40% 0.00%
Street and Outdoor Lighting $ 4,851 $ 1,984 40.90% 0.02%
Total Tariff Sales & Transportation $ 46,322,686 /{ / 9\,4\7&3Q0 20.44% 100.00%

rate increases:

Southern Nevada
Revenue Allocation Percentages

SWG Increase % After Stip and

atéSchedule COC Adjustments
Single-Fami 19.08%
Multi-family 12.46%
Air Conditioning Rgs 34.18%
GS-1 6.63%
GS-2 11.58%
GS-3 20.62%
GS-4 24.55%
GS-5 (Full Tariff) 28.75%
GS-6 (Full Tariff) 22.63%
Air Conditioning 16.21%
Water Pumping 10.47%
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Small Electric Generation

Gas Service for Compression on
Cust Premises

Street and Outdoor Lighting
Total Tariff Sales &
Transportation

Rate Schedule

27.64%

30.66%
23.98%

17.74%

SWG Incre 0
CQ@%

stments

Single-Family Res
Multi-family

Air Conditioning Res
GS-1

GS-2

GS-3

GS-4

GS-5 (Full Tariff)
GS-6 (Full Tariff)
Air Conditioning
Water Pumping

Small Electric Géfiers

deferred, rate increasé/such as the deferral that was approved in Docket No. 08-12002.

However, based on the information that SWG provided at hearing in late-filed Exhibit 186,

19.2
10.96%
-3.53%
22.62%
13.93%
4.40%
34.53%
0.00%
0.00%
32.40%
22.26%
36.99%

24.66%
38.19%

19.09%
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attached hereto as Attachment D and incorporated herein by this reference, and filed publicly in

Docket No. 24-02024 on the date of the hearing in the present matter, the Commission believes
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that such mitigation measures are unnecessary at this time because the rate reduction caused by

the falling deferred account balance, which will take effect April 1, 2024, pursuant to Docket No.

24-02024, is larger than the rate increase resulting from the present Docket, causing an overall

reduction in rates for most rate classes in April 2024.

The overall changes in rates for customers in April 2024 resultjfg Xiom a combination of

the present docket and Docket No. 24-02024 are shown in the follgwi

Net Impact to Southern Nevada Rates in April 20
of Docket No. 23-09012 and Do .

tables:

frem the combination

Rate Schedule Net Revenu)e/ilﬁpact A Net % Inc}gas}xtoﬂ{ates
Single-Family Res $ (26,0870 )\ 4.01%%,/
Multi-family $ (4,001,176 \A -4.7%%
Air Conditioning Res $(23,088) \_ \\ -10.17%
GS-1 \9NG,800,180) NN\ -8.74%
GS-2 R (L1,157,438) NN\, -11.28%
GS-3 NSO TR N S -11.27%
GS-4 $ WM39,6) v -6.79%
GS-5 (Full Tariff) _—| RN 4 28.75%
GS-6 (Full Tariff—_| \ $ 1,064,704 Z/ 22.63%
Air Conditiopng N $ (46X%4) -12.33%
Water Pu-émn;\:\ )/ $ (20,190~ -12.26%
Small Electric Generation\ |/ ~—~_$ 158,844~ 27.64%
Gas Servi ressien NB//(&B) -11.99%
Stre And Outdoor Dighthag |\ \_ ,$ (28,125) -4.68%
é%riff Sales &\\ >/((54,298,122) -5.42%
rahgportation

No
0

Net Impagt

ern Nevada Rates in April 2024 resulting from the combination
ocket No. 23-09012 and Docket No. 24-02024

Rate Schedule

Net Revenue Impact

Net % Increase to Rates

Single-Family Res $(11,024,521) -8.09%
Multi-family $ (1,496,975) -8.62%

Air Conditioning Res $ (627) -12.41%
GS-1 $ (2,259,703) -8.66%

GS-2 $ (3,623,867) -13.15%

GS-3 $ (1,623,013) -13.06%

GS-4 $ (1,169,405) -10.56%
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GS-5 (Full Tariff) --- 0.00%
GS-6 (Full Tariff) -—- 0.00%
Air Conditioning $ (583) -11.06%
Water Pumping $ (452) -8.55%
Small Electric Generation $(2,184) -7.94%%
Gas Service for Compression $25 6.68%
on Cust Premises
Street and Outdoor Lighting $ (834) A -3.94%
Total Tariff Sales & $(21,202,140) //\-9. 19%
Transportation

resent™ocket and Docket No.

As the preceding tables show, the combined effect “ t

24-02024 is a small reduction in rates for most rate ¢igsSes. Additionally, as sho

Attachment D, SWG projects a large reduction in the\ account and babe tariff
energy rate in July 2024,

IV.  PROCEDURAL HISTORY

* On October 13, 2028, WG filed a supplement to the amendment to the Application.
* SNGG filed a Joint Petition for Leave to Intervene (“PLTI”).

* On October 20, 2023, the Presiding Officer held a prehearing conference attended by SWG,
Staff, BCP, and SNGG, wherein SNGG’s PLTI and a procedural schedule were discussed.

* On October 20, 2023, Nevada Cogeneration Associates #1 and #2 (“NCA”) filed a PLTI and
Motion to Allow Late Filing.
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* On October 24, 2023, the Commission issued a procedural order and an order granting
SNGG’s PLTIL.

* On November 2, 2023, the Commission issued an order granting NCA’s PLTL

* On November 8, 2023, the Commission issued a Notice of Consumer Session and Notice of
Hearing.

* On December 14, 2023, the Commission held two separate consupier sesstons (at 1:00 p.m.
and 6:00 p.m.) to hear from consumers and community organizaji6ps x¢garding the Application.

* On January 5, 2024, SWG submitted its Certification filipg:

filed an amended stipulation, adding

¥, SWG, BCP, and Staff filed exhibit lists;

3 itNos. 100-102, 107-114, 118-125, 178-181, 185-192, 300-312,
, and Confidential Exhibit Nos. 103C and 602C, into the record

an oral motion to agce)
400-402, 406, 600, and 6
pursuant to NAC 703¢730.

* On February 28, 2024, SWG and NCA filed affidavits regarding out-of-state witness
testimony.
* On March 1, 2024, SWG submitted late-filed Exhibit 186, pursuant to Commission direction.

V. APPLICATION
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A. Cost of Capital

1. Through its Certification, SWG requests an increase in its authorized ROR from
the current rates to a proposed rate of 7.25% in Southern Nevada and 7.26% in Northern Nevada,
based on the cost of debt, cost of equity, and capital structure. (Ex. 125 at 4-5, Ex. 180 at 2.)

SWG further requests an increase in its ROE from 9.4% to 10.0% and #’cagital structure of

50.0% debt and 50.0% equity. (/d.)
a. Capital Structure
2. SWG recommends the use of SWG’s g

Gr ently-effective targe

which consists of 50.00% total debt and 50.00%Commox ity, wrimarily due toyeefnt events

pital structure,
out of the control of SWG’s management, which has put dmpQrary downward pressure on
SWG’s common equity ratio. SWG maih hat a target capita cgire of 50.00% total

debt and 50.00% common equity is consisteqy “scapitalstiucture after adjusting for

the future as unrecovgr€d purchased gas costs (“UGPA”) balances are received. (Id. at 23.)

BCP’s Position
4. BCP states that SWG’s actual capital structure is 54.24% debt and 45.76% equity,

and that SWG is not employing the actual capital structure, but instead requesting a
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hypothetical capital structure that is referred to by SWG as a target capital structure and
explained as due to recent events out of the control of SWG’s management which has put
temporary downward pressure on SWG’s common equity ratio such as the impact of Winter

Storm Uri on increased natural gas prices causing higher short-term debt balances and the

increases in the debt gafio act to increase the cost rates of both debt and equity so as to over-

balance the benefits of the larger proportion of debt. In addition, there is always the overriding

question of financial risk. In other words, financial risk is increased if the proportion of debt is
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increased by such a magnitude that interest obligations cannot be covered during periods of
depressed earnings. (Id. at 34-35.)

8. BCP, therefore, recommends a capital structure of 51.5% debt and 48.5% equity
for several reasons: the average capital structure from Docket No. 18-05031, Docket No. 20-
02023, Docket No. 21-09001 (Settlement), and the current actual capital structures are

consistent with the recommended alternative of 51.5% debt and 43.5% equity level of

ROE) because the

SWG’s Reb
11.  SWAG states that the hypothetical capital structure recommended by BCP does not
reflect the capital structure expected to be maintained by SWG in the future and is not

representative of how SWG plans on financing capital improvements longer-term. SWG states
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that it expects the balance of its UPGC account to continue to decline over the coming months
and anticipates continuing to trend towards its target capital structure of 50.00% debt and
50.00% equity. (Ex. 181 at 52-53.)

12.  SWG states that Moody’s Investors Service (“Moody’s”) acknowledges that

SWG’s credit metrics have been weaker due to the increased UPGC b

s¢ and expects the
situation to improve as the balance decreases. SWG states that r3 agencies will analyze the
financial performance. (/d.at 53.)

13. SWG states that a reduction in the

an equity-to-debt ratio of 50.00% to 50.00%, is appropriate. Accordingly, the Commission

accepts SWG’s certified consolidated corporate capital structure.
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16. The Commission accepts SWG’s explanation regarding the higher-than-average
UPGC. The Commission finds that the record in this case supports SWG’s expectation that the
balance of SWG’s UPGC account should continue to decline over the coming months and that
the utility will continue to trend towards its target capital structure of 50.00% debt and 50.00%

equity.

b. Cost of Debt
17. SWG requests an overall embedded cost of eb{ Hf 4.50% foxthe Southern

Nevada rate jurisdiction and 4.51% for the Northern X¢#ada rate jurisdictionyas Opdated and

provided by

(Tr. at 72-74.)
Staff’s Positig
19. Staff states that following review of the Certification Statement F and the

associated workpapers, Staff takes no issue with SWG’s certified cost of debt, which is 4.50%

for the Southern Nevada rate jurisdiction and comprised of the weighted cost of the Southern
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Nevada rate jurisdiction’s cost of long-term debt (4.42%), cost of short-term debt (6.20%), and
cost of customer deposits (5.29%); and 4.51% for the Northern Nevada rate jurisdiction,

comprised of the Northern Nevada rate jurisdiction’s cost of long-term debt (4.40%), cost of
short-term debt (6.20%), and cost of customer deposits (5.29%). Staff states that the Clark

ANo the Southern

County industrial development revenue bonds were correctly allocg
Nevada rate jurisdiction only, consistent with the Commission )8 Order in Docket Nos. 12-

02019 and 12-04005. (Ex. 300 at 10-11.)

20. Staff further states that it is satisfied wi 1 sed by SWG

debt, and customer depOsits are appropriate and therefore adopts them accordingly.
c. Return on Equity
23. SWG recommends a range of common equity costs rates from 9.65% to 12.15%

(unadjusted) and 10.08% to 12.58% (adjusted). SWG assessed the market-based common equity
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cost rates of companies of relatively similar, but not necessarily identical, risk to SWG; however,
no proxy group can be identical in risk to any single company. Consequently, SWG maintains
that there must be an evaluation of relative risk between the company and the proxy group to
determine if it is appropriate to adjust the proxy group’s indicated rate of return. (Ex. 179 at 4-5.)

24, SWG states that its recommendation results from the apglidqtion of several cost-

derived from each are as follows;

Summary of CommonMRate
>

Discounted Cash Flow Model (DCF)\\ > -\\26/3%

Risk Premium Mm \ / WS%

Capital Asse/P/ &g M(hie\l (\:APM) \\ 11.69%
~7

12.15%

icated Rang mm 1tyv.Cost Rates
é re Adjustnméx W 9.65% - 12.15%

BiNad Risk Adjustpcht ¢~ 0.10%

Credlt\x\wjustme;l / 0.23%

Flotation &S{WA 0.10%

Recommended f¥ange 10.08 % - 12.58%

(Id.at5.)
25. SWG states that the indicated range of common equity cost rates applicable to
the Utility Proxy Group is between 9.65% and 12.15% before any company-specific

adjustments, but to reflect SWG’s specific risks, SWG adjusted the indicated common equity
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cost rate model results upward by 0.10% and 0.23% to reflect the company’s greater relative
business risk and lower bond rating, as compared to the Utility Proxy Group, and adjusted the
indicated common equity cost rate upward by 0.10% to account for flotation costs, which
resulted in a company-specific indicated range of common equity cost rates between 10.08%

and 12.58%. (/d. at 5-6.)

26. SWG states that its requested ROE of 10.00% 1 its derived unadjusted
range of ROEs, but slightly below its derived adjusted rs

be considered conservative. (Id. at 6.)

27.

Bloomberg Professional S¢¥ices (“Bloomberg”) adjusted Beta coefficients (beta); they have
positive Value Line fgr€-year dividends per share (DPS) growth rate projections; and they have
Value Line, Zacks, or Yahoo! Finance consensus five-year earnings per share (EPS) growth-rate
projections. (Id. at 15-16.)

28. SWG states that the following six companies met these criteria:

Utility Proxy Group Companies
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Company Name ;‘: fnl:gl
Atmos Energy Corporation ATO
New Jersey Resources Corporation NJR
NiSource Inc. NI
Northwest Natural Gas Company NWN
ONE Gas, Inc. OGS
Spire Inc. SR A x

(Id. at 16.)

29. SWG states that it must compete for equity inGapital magkets along with all other

companies of comparable risk, which includes non-utiJifics, amd the cost of dqmixon equity is

thus determined based on equity market expectatyds s of those companigs; thus, if

an individual investor is choosing to invest its capital amy gmpanies of comparable risk, it
will choose a company providing a highey réty oviding a lower return. (/d. at

32-33.)

provide the ability to reflect investors’ views of risk, future market returns, and the relationship

between interest rates and the cost of common equity; just as the use of market data for the
Utility Proxy Group adds the reliability necessary to inform expert judgment in arriving at a

recommended common equity cost rate, the use of multiple generally-accepted common equity



Docket No. 23-09012 Page 19

cost rate models also adds reliability and accuracy when arriving at a recommended common
equity cost rate. (/d. at 33-34.)
32. SWG states that for the Utility Proxy Group, the mean result of applying the

single-stage DCF model is 9.79%, the median result is 9.50%, and the average of the two is

results of the DCF. (/d. at 36-37.)

33. SWG states that to derive its indicated

total market approach indirectly derives a
risk. (/d. at 37-38.)

34.

36. SWG gtates that the results of the common equity models applied to a Non-Price
Regulated Proxy Group — which group SWG states is comparable in total risk to the Utility

Proxy Group — are as follows: 10.60% (DCF), 13.10% (RPM), and 12.30% (CAPM); the
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average of the mean and median of these models is 12.15%, which SWG used as the indicated
common equity cost rates for the Non-Price-Regulated Proxy Group. (/d. at 61.)

37. SWG states that the range of indicated ROEs that its analysis derived is from
9.65% (DCF model) to 12.15% (Non-Price Regulated Market Models), which is applicable to the

Utility Proxy Group; however, SWG claims that it has greater risk thapthaUtility Proxy Group

and that the indicated range of model results based on the Utility P Group must be adjusted

regardless of changes¢i customer usage (BCP notes that Moody’s points out that one of SWG’s
credit strengths is that “85% of margin [is] under decoupled rate structure.” BCP adds that SWG
has a mechanism which authorizes recovery of expansion costs to provide services to unserved

and underserved areas in Nevada through expansion and economic development legislation, and
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SWG was recently authorized to create a deferred asset for COVID-19-related costs. (Ex. 400 at
15-16; citing Moody's Investor Service, Credit Opinion, Southwest Gas Corporation Update to
Credit Analysis at 1, (December 5, 2023).)

39.  BCP states that such rate mechanisms reduce SWG’s business risks through

enhancing cash flow and improving the timing of cost expenditure recg ; thus, SWG has

lower risk due to these mechanisms, and there is no basis to con that Southwest Gas has
increased business risks. (Id. at 16.)

40. BCP states that a December 5, 2023, ¢#€

and the results showed the following:

Cost of Equity Estimates

MODE RANGE MIDPOINT
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DCF Model 8.60% - 10.10% 9.35%
Two-stage DCF 8.19% - 9.88% 9.04 %
CAPM 9.13% - 9.44% 9.29%
ECAPM 9.36% 9.59% 9.47%
Bond Yield Risk 10.20% - 10.54% /A 10.37
Premium // \
Average All 9.09% - 9% \YSO%
0 0 0
Median All 9'1%9/ % N \ L
(Id.at 3.) v \/ y
42,
considering the CAPM

9.4% point estimatg

models (9.40%

regulators and the long-term U.S. Treasury bond yields that prevailed when those ROEs were

awarded. (Ex. 300 at 2.)

44. The Table below summarizes Staff’s ROE analysis results:
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Method Average Median Range
Constant Growth 10.62% 9.92% 9.89% - 10.65%
Three-Stage DCF 9.55% 9.57% 9.01% - 10.14%

CAPM & ECAPM 10.90% 10.74% 10.24% - 11.37%
Allowed ROE/Bond 10.00%
Yield
Average (All Models) 10.33% 10.16% 9.01% - 11.37%

/\
Average (excl. CAPM) 10.04% 9.87% 9.02%-10.65%

(Id. at 3.)

Recommended ROE 9.45% //\\ 9.20% - 9.80%

45, Staff states that its recommended ROE #19.45% and the reasona

ragge of 9.20 -

between 2022 and the first half of 2023, mainly due to concerns about inflation levels that have
reached 40-year highs. Staff states that since March 2022, the Federal Reserve raised interest rates
11 times from zero to 5.25%, including four 75-basis point increases and its most recent 25-basis-

point increase in July 2023, one of the Federal Reserve’s fastest and steepest interest rate increases;
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however, the Federal Reserve is expected to lower interest rates in 2024. Staff adds that state
regulators have granted an average of 9.58% ROE for gas utilities in the first half of 2023, an
increase from the 2022 average of 9.53%. Staff also refers to SWG stating that it continues to see

strong customer growth across its service territories, as customer growth is above average and was

approximately 1.9% for 2022; SWG further expects to have an elevated capt

al program for 2023-

2025, largely related to significant pipe replacement activities, and cgpitdl expenditures are higher

ted its ROE analyses as of January 12, 2024, and based
VG’s range of reasonable ROEs is between 10.29% and 12.12%
(unadjusted) and 10:\8%% A0 12.51% (adjusted), yet despite the increase in the analytical
results, SWG continues to request an ROE of 10.00%. SWG maintains that in view of
current markets and the updated results of its ROE models, recommended ROEs of 9.45%

(Staff) and 9.30% (BCP) are insufficient at this time. (Ex. 181 at 2.)

48. SWG’s rebuttal models result in the following common equity cost rates:
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Discounted Cash Flow Model 10.29%
Risk Premium Model 10.82%

Capital Asset Pricing Model 11.97%
Cost of Equity Models Applied to
Comparable Risk, Non-Price Regulated
Companies 12.12%

Indicated Range of Common Equity
Cost Rates Before Adjustments 10.29%- 12.12%

Size Adjustment 0.10%

Credit Risk Adjustment
Flotation Cost Adjustment

Indicated Range of Common E
Cost Rates After Adjustment 1

(Id. at 5.)

49. substantially from

contained in NevadaNaw #nd the two seminal Supreme Court decisions regarding ratemaking:
Federal Power Commission v. Hope Natural Gas Company, 320 U.S. 591 (1942) and Bluefield
Water Works and Improvement Company v. Public Service Company Commission of West
Virginia, 262 U.S. 679 (1923). Pursuant to Hope and Bluefield, regulators must consider

numerous factors when setting a utility’s ROR. (Hope 320 U.S. at 605; Bluefield 262 U.S. at
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692.) As the Hope Court stated, regulators can and should consider “appropriate protection to
the relevant public interests, both existing and foreseeable,” and “it is the result reached, not the

method employed, which is controlling.” (Hope, 320 U.S. at 605.) Nevada utilities are entitled

to the opportunity to earn an authorized and reasonable ROR which i#*adeqyate, under efficient

and economical management, to maintain and support its crediyApdgnak]e it to raise the money

onableness by each party in this case is reflected in

Table 1!
Average Recommended
Party ROE Range ROE
SWG 9.65% to 12.15% 10.0%

UEx. 179 at 5 (Table 3), SWG range of reasonableness excluding company-specific adjustments, as the Commission
agrees with BCP and Staff that SWG is not riskier than a comparable company. (Ex. 400 at 3.) BCP bases its range
of reasonableness on DCF, CAPM, and ECAPM midpoint results, which range from 9.04% to 9.47%. (Ex. 300 at
3).



Docket No. 23-09012 Page 27

BCP 9.04% to 9.47% 9.30%
Staff 9.20% to 9.80% 9.45%

53.  The recommended ROEs in Table 1 reflect a 55- to 70-basis-point spread between

economic models employ

<O

- \/ SWG BCP Staff
g Meth: era sult Mid Mid Mid
/’\ ROE? ROE’ ROE*

Wﬁgt\Growth DCP\ \ \\ 7 9.65% 9.35% 9.92%
zsm@g‘&{— BCP, 3 S\ta%e DC¥’- Staff 9.04% 9.57%
Capital As\e{i’\f\cing Mo?ey(CAPM) 11.40% 9.29% 10.61%
Empirical Capt ching Model (ECAPM) 11.98% 9.47% 10.88%
Risk Free Bond Yiglg+Allowed ROE for Gas 10.85% 10.37% 10.00%
Utilities, Risk Premium Model - SWG
Cost of Equity Models Applied to Comparable Risk, 12.15%
Non-Price Regulated Companies
Average 11.21% 9.50% 10.20%

2 See Ex.179 Table 3 at 5 and DWD-6, p.1.
3 See Ex. 400 at 3.

4 See Ex. 300 Table 2 at 3 and Table § at 23.
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Recommended ROE 10.00% 9.30% 9.45%

55.  All parties rely on the results from at least five ROE modelsin determining their

recommended fair return on equity. The use of any unsupportabl€ modgel input can skew the

overall average ROE result.
Qr the risk-free

56.  All parties relied upon the followin

rate used in the CAPM and ECAPM models:

O
Time Period used fi Wn Treasur?\{\{ Risk-Free Rate
SWG | Projected Risk Free Rate oandSB / 3.85°

BCP | Three-month average on 30 yr. 23- 4.58%°
12/2023

Staff | Three- ogvgx ao yI. Treasuw);ds 9/1/2023 — 4.88%'
11/3%23

SWG was 103 ang points lower than the risk-free rate used by Staff and BCP,

respectively. If simi )5 market risk premiums (“MRP”’) were used by the parties in producing
CAPM and ECAPM estimates, the lower risk-free rate used by SWG would have produced

ROE estimates lower than Staff’s and BCP’s.

3 See Ex.179 at DWD-6, p. 2.
6 See Ex. 400 at 29.

7 See Ex. 300 at 20.
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58.  However, SWG used an MRP of 9.87% (Ex. 179, DWD-6, p.1) to produce its
CAPM and ECAPM ROE estimates, which was 270 points higher than the 7.17% MRP
premium used by Staff (Ex. 300, p. 21) and 383 basis points higher than the 6.04% MRP
used by BCP (Ex. 400, p. 30), in producing its respective CAPM- and ECAPM-based ROE

and ECAPM ROE

estimates. The higher MRP estimate used by SWG results in its CAP

estimates being considerably higher than those estimated by Sgff and BCP, despite SWG

4 PM and ECAPM RQ

using a lower risk-fee rate.

59.  In contrast to the significantly highe Qstimates

ECAPM, and an Allowe OE

Method é\\\ ) Z \\?Average Range
Consta rowt 10.62% 9.89%-10.65%
ﬂage DCF\\\ \?y 9.55% 9.01%-10.04%
\ > 10.90% 10.24%-11.37%
Allowed ROW 10.00%
Average (All MOW 10.33% 9.01%-11.37%
Average (excluding CAPM/ECAPM) 10.04% 9.02%-10.65%
Recommended ROE 9.45% 9.20%-9.80%
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61. Staff’s recommended ROE and range of reasonableness is based on the
following: 1) the average and median of all Staff methods demonstrating 10.33% and 10.16
percent, respectively, with the higher median indicative of outlier estimates influencing the
lower average result; 2) Staff construing its CAPM and ECAPM results as outliers given the
models’ sensitivity to the movement of long-term Treasury yields, whidh when excluded,

change the average of all methods from 10.33% to 9.87%; 3) th¢ stated expectation of the

that produced signifigdntly inflated results. BCP notes that since SWG agreed to a 9.40%

ROE in its last GRC in early 2022, regulatory authorities around the county have authorized
ROEs in the general range of 9.50% to 10.0%. (Ex. 400 at 43.) BCP adds that it has been

several decades since regulatory Commissions have considered SWG’s higher-end range of



Docket No. 23-09012 Page 31

ROE estimates, which SWG uses to support the appropriateness of its 10.0% ROE
recommendation, reasonable. (Ex. 400 at 43-44.)

64. The Commission finds that SWG’s ROE analysis resulted in inflated CAPM and
ECAPM results. The Commission agrees with Staff’s analysis that SWG’s CAPM models relied

on overstated MRPs. SWG’s prospective MRPs of 10.29% to 12.19%A4EX 179 at 54) are

overinflated compared to the historical MRP and the survey resu, wn in the publications

reviewed by Staff, which estimated the MRP to be between 5.

making SWG’s prospective MRPs almost 540 to 660 641s points higher, and ating its ROE

analysis.
65.

In SWG’s 2018 GRC in Docket No. 18-0 and 2020 GRC in Docket No.

models.
66. SWG gpplies its cost-of-equity models to Comparable Risk, non-price-
regulated companies and calculates risk adjustments specific to SWG for business risk,

credit risk, and flotation costs to inform its ROE analysis and recommendation. The

Commission agrees with Staff and BCP that the 46-company, non-price-regulated group of
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companies is not a reasonable proxy for a regulated monopoly local distribution company
gas provider and that the specific risk adjustments proposed by SWG are not supported and
should be rejected for the reasons noted by Staff and BCP. To the extent that SWG’s non-
price-regulated proxy group ROE estimate and company-specific risk adjustments have

been factored into SWG’s estimate that an ROE of 10% is just andAedsonable, excluding

those two factors from consideration, as the Commission does s, would lower that

both sufficient to asg#fe confidence in the financial integrity of the enterprise and for SWG
to attract capital.

B. Revenue Requirement
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69. SWG, BCP, and Staff agree to a “black box” statewide revenue requirement
increase, prior to adjustments made with respect to the cost of capital,® of $56.09 million in
Southern Nevada and $9.47 million in Northern Nevada. (Attachment A at 3.)

70. SWG, BCP, and Staff request that the Commission authpfige SWG to: continue

tracking incremental costs associated with the Annual Leak Survgy, &nsistent with Docket No.

19-09001, in a regulatory asset; continue with a 2-year regulftQ on period; and

request approval of depreciation rates as provided in AdfaChment 1 to the Stipylatoen, to which

SWG, BCP, and Staff agree. (/d.)
71. SWG, BCP, and Staff agree that SWG shal estgblish regulatory liability

assets authorized in

account(s) to record any amounts related samortization of xggato

ratepayers. (/d.)

8 The Stipulated revenue requirement increase amounts are projected based upon SWG’s requested Rate of Return,
which is itself based upon SWG’s requested Capital Structure and Return on Equity. A Commission approval of
any different amount in those areas would change those projected increase amounts.
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74. SWG, BCP, and Staff request that the Commission include in its final order in this
case a compliance item requiring SWG to file, within ninety days of issuance of the order, an
accounting of all final costs incurred to present and prepare this general rate case. (/d.)

75. SWG, BCP, and Staff agree that SWG shall maintain its decoupled rate structure,

Ix its certification

and agree to use, in this docket, SWG’s billing determinants, as provide
filing, including its weather-normalized adjustments. (/d.)

76.

¢ Revenue Requirement Stipulation. (Tr. at 167, lines

80. The Commission finds that the Stipulation complies with the requirements of
NAC 703.845, in that it settles only issues relating to the instant proceedings and does not seek

relief that the Commission is not otherwise empowered to grant. The Stipulation is a consensus
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resolution of the issues pursuant to the Parties’ negotiations and is a reasonable recommendation
and resolution of the issues in these proceedings.

81.  All arguments of the Parties raised in the Revenue Requirement phase of this
proceeding not expressly addressed herein have been considered and either rejected or found to

ccommendations

be non-essential for further discussion in this order. Any agreements g

C. Rate Design

82. SWG, BCP, Staff, and S

demand charge; and ¥¥% of the class revenue requirement through the variable commodity
charge of the rate design. (/d.)
84. SWG, BCP, Staff, and SNGG state that the percentages outlined below were

calculated based on SWG’s proposed Certification revenue increase for the Southern Nevada rate
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jurisdiction of $63.5 million dollars and the stipulated revenue increase (before any adjustments

to SWG’s proposed cost of capital) of $56.09 million. (/d.)

Settlement Allocation at | Settlement Allocation
Description Certification Revenue at Settlement Revenue
Requirement Requirement
Single-Family Residential Gas Service 25.29% / \ 20.91%
Multi-Family Residential Gas Service 20.56% / /\\> 13.65%
Air Conditioning Residential Gas Service 33.51% / < 37.46%
General Gas Service - 1 2.80%/\ \ 7.27%
General Gas Service - 2 (137%{5 \ \ 12.69%
General Gas Service - 3 A3 \4{% \ \\ 22.60%
General Gas Service - 4 / 293‘21% \ \ 26.91%
General Gas Service - 5 / / 2029% NN\ 31.51%
General Gas Service - 6 /. 17.47% N\ 24,80%?
Air Conditioning Gas Service / \ 0.53%\ \ \'ﬁ77%
Water Pumping Gas Service v \ \(24.43)’/0)\ ) /1 1.47%
Small Electric Generation Gas Service \ WM N < 30.30%
Gas Service for Compression on Customer's Premises \24.9’@% 33.61%
Street and Outdoor Lighting Gas Service ON\_ 3\9\99}%\ 26.28%
Total Tariff Sales and Transportation \ 22.)7\% \ 19.44%
(Id. at 4.)
85. SWG, BCP, Staff, and SNGG\state t pe es outlined below were
calculated based on SWG/ oskd Certificatioh revenue if€rease for the Northern Nevada rate

jurisdiction of $1 ilftiqn dollparg and the stipu evenue increase (before any adjustments
to SWG’s p st of 1it4l) o 7 millygn. (Id. at 4-5.)
Settlement Allocation at | Settlement Allocation
Description Certification Revenue at Settlement Revenue
Requirement Requirement
Single- FémﬂNemdentlal l}}a;{ Service 24.27% 20.64%
Multi-FamMy Rexidential s Service 15.25% 11.74%
Air Conditionim\ReSiderff Gas Service (5.45%) (3.79%)
General Gas Seffice - 1 26.95% 24.22%
General Gghfervice - 2 8.23% 14.92%
General Gas Service - 3 15.15% 26.12%
General Gas Service - 4 31.78% 36.98%
General Gas Service - 5 0.00% 0.00%
Air Conditioning Gas Service 36.60% 34.74%
Water Pumping Gas Service 27.10% 23.83%
Small Electric Generation Gas Service 37.59% 39.61%
Gas Service for Compression on Customer's Premises 20.44% 26.40%
Street and Outdoor Lighting Gas Service 60.01% 40.89%
Total Tariff Sales and Transportation 22.61% 20.44%
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(Id. at5.)
86. SWG, BCP, Staff, and SNGG state that, under the terms of their Rate Design
Stipulation, the final revenue requirement, after adjustments to cost of capital, will be allocated

to customer classes in proportion to the stipulated revenue allocation percentages reflected in the

tables above. (/d.)

87.

Baté6.)
90. SGW, BCP, and Staff all state that they believe that the Rate Design Stipulation is

in the public interest. (Tr. at 178-179.)
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91. The panel of witnesses supporting the Stipulation testified that agreement
paragraph one of Attachment B and Attachment C made a reclassification adjustment, as was
done for other rate classes, to move the billing determinants for the customers mentioned in

agreement paragraph one to their appropriate schedule and use those adjusted billing

overpaying becausg N&A dily uses high-pressure distribution mains is not necessarily accurate.

(Id. at 195-196.)
94. The panel of witnesses supporting the Stipulation further testified that, as
participants of a system, residential customers, who do not use high-pressure distribution mains,

do pay for system costs, which include costs for high-pressure distribution mains, and that the
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entire system could, potentially, have been designed and built more economically with fewer or
even no high-pressure distribution mains if customers such as NCA or other G-6 customers did
not require the high-pressure mains; therefore, NCA and other G-6 customers, as participants in
the system, should also pay system costs, which include costs for low-pressure distribution

mains. (/d. at 196-199.)

95.  The panel of witnesses supporting the Stipulation fyrthsy testified that NCA did,

distribution system, providing a benefit to
distribution system. (/d. at 201-205)

NCA'’s Position

(Id.)
98.  NCA states that SWG allocates transmission and distribution capacity costs using

a peak throughput month allocation factor, which is inconsistent with cost-causation, as
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transmission and distribution capacity is designed to meet system coincident peak (i.e., design
day) demand. (Ex. 600 at 2, 5-7.)

99.  NCA states that SWG estimates system design day demand for gas planning
purposes and that it should be directed to estimate customer class design day demand for use in

the COSS. (/d. at 2, 9-14.)

100. NCA states that SWG’s allocation of a slice of sys

is based on an inaccugate COSS. (/d. at 3, 5.)
104. NCA recommends an alternate revenue apportionment based on the results of its

modified COSS, which reflects a direct assignment of distribution costs to the recourse rates. (/d.

at 3, 27-28.)
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105. NCA states that its recommended revenue apportionment is generally based on
the results of its recommended modifications to SWG’s COSS, but with adjustments in
consideration of gradualism. (/d. at 3, 29.)

106. NCA states that its proposed revenue apportionment better reflects cost-causation

and promotes rate equity for all of SWG’s customers. (/d. at 3, 30.)

Commission Discussion and Findings

107.

110.  The Cgimission rejects NCA’s alternative COSS. As a participant in a system,
NCA has a responsibility to pay system costs. Just as customers who do not benefit from the

high-pressure system pay system costs that cover part of the high-pressure system, NCA should
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not avoid paying system costs for the low-pressure system by claiming not to benefit from the
low-pressure system.
111.  Additionally, the Commission finds that NCA, contrary to its assertion, does, in

fact, benefit from the low-pressure distribution system. While it is not directly connected to said

system, NCA derives economic benefit from being able, pursuant to N¢ contract with SWG,

area in settlement negotiations.

THEREFORE, it is ORDERED:
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1. The Stipulation filed by Southwest Gas Corporation, the Bureau of Consumer
Protection, and the Regulatory Operations Staff of the Commission, attached hereto as
Attachment A, is accepted.

2. The Stipulation filed by Southwest Gas Corporation, the Bureau of Consumer

investor relations expgfises in its next General Rate Case, clearly showing the portion requested

from ratepayers.
8. The Commission directs Southwest Gas Corporation to continue evaluating a

method that incorporates the warming trend.
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9. The Commission directs Southwest Gas Corporation to provide, as part of its next
General Rate Case filing, a guide for its Cost of Service Study models, which shall include an
overview of foundational concepts and principles, the cost allocation process, issues associated
with empirical implementations, the primary inputs and structure of Southwest Gas

Corporation’s Cost of Service Study models, and a description of the

Corporation’s Cost of Service Study models.

10. The Commission directs Southwest Gas Cogpoxation, th&Bux¢au of Consumer
Protection, the Regulatory Operations Staff of the Cq e 1ssion, the Southern\Weveda Gaming

systegAervice lines to customer

%, within ninety days of the final Commission

nnting of all final costs incurred to present and prepare this

By the Commission,

HAYLEY WILLIAMSON, Chair

TAMMY CORDOVA, Commissioner
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RANDY J. BROWN, Commissioner

Attest:
TRISHA OSBORNE,
Assistant Commission Secretary

Dated: Carson City, Nevada

(SEAL)
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U‘ILE«D WITH THE PUBLIC UTILITIES COMMISSION OF NEVADA - 2/2/2024

Andrew V. Hall, Esqg.

Nevada Bar No. 12762
andrew.hall@swgas.com

Vincent J. Vitatoe, Esq.

Nevada Bar No. 12888

vincent.vitatoe @swgas.com

Telephone No, 702.364.3227

8360 South Durango Drive

Las Vegas, NV 89113

Attorneys for Southwest Gas Corporation

PUBLIC UTILITIES COMMISSION OF NEVADA

In the Matter of the Application of Docket No.: 23-09012
Southwest Gas Corporation for Authority to
Increase its Retail Natural Gas Utility
Service Rates in its Southern and Northern
Nevada Rate Jurisdictions.

STIPULATION

Pursuant to Nevada Administrative Code (NAC) 703.750 and 703.845, Southwest Gas
Corporation (Southwest Gas or Company), the Regulatory Operations Staff (Staff) of the Public
Utilities Commission of Nevada (Commission), and the Office of the Attorney General’s Bureau
of Consumer Protection (BCP) (collectively referred to as Signatories) enter into this Stipulation
to resolve certain issues (Stipulated Issues) related to the Company’s Application for Authority to
Increase its Retail Natural Gas Utility Service Rates in its Southern and Northern Nevada Rate
Jurisdictions (Application).

SUMMARY OF STIPULATION

The Signatories agree that this Stipulation provides for a decrease of $7.4 million dollars
to the Company's requested certification increase of $63.5 million in its Southern Nevada rate
jurisdiction and a decrease of $1.0 million dollars to the Company's requested certification

increase of $10.5 million dollars in its Northern Nevada rate jurisdiction. The parties also agree

" Nevada Cogeneration Associates #1 and #2 (NCA) and Southern Nevada Gaming Group (SNGG) are also
parties to this proceeding. While neither NCA nor SNGG are Signatories, it is the collective understanding of|
the Company, Staff and BCP that NCA and SNGG do not oppose the Stipulation.




G oo ~ 3B O Ak W N -

3 T s T N T O T s O N S - T N S T N A O O O o O L 4
o ~ & bk W RN =2 O W W = g s W N = O

to file written testimony on cost of capital, which may result in further reduction to the state-wide
net revenue increase agreed to in this stipulation, depending on the Commission's ruling on the
contested issues regarding cost of capital. Finally, the parties agree to file written testimony on
class cost of servicefrate design, with the exception of the issues stated infra, which may result
in changes to the Company's proposed allocation in its application of its general rate revenues
to the various customer classes. Nevertheless, the parties reserve the right to settle any and all
remaining issues. If the parties reach a settlement on any remaining issue(s), then they will file a
corresponding Stipulation forthwith.

This Stipulation only resolves the Stipulated Issues related to this Application and only
seeks relief the Commission is empowered to grant. As such, the Signatories recommend the
Commission approve the Stipulation, with rates taking effect on April 1, 2024.

RECITALS
1. Southwest Gas is a public utility subject to the jurisdiction of the Commission pursuant
to Chapter 704 of the Nevada Revised Statutes (NRS). Southwest Gas is engaged in
the retail transmission, distribution, transportation, and sale of natural gas for
domestic, commercial, agricultural, and industrial uses.

2. Southwest Gas filed its Application September 11, 2023.

3. Staff participates as a matter of right pursuant to NRS 703.301.

4. On September 21, 2023, BCP filed its Notice of Intent to Intervene pursuant to NRS

Chapter 228 and participates as a matter of right.

5. On September 26, 2023, the Commission issued a Notice of Application and Notice
of Prehearing Conference.

On October 6 and 13, 2023, Southwest Gas filed an Amendment to its Application.
On October 18, 2023, SNGG filed its Petition for Leave to Intervene.
On October 20, 2023, NCA filed its Petition for Leave to Intervene.

© © N o

On October 20, 2023, the Commission held a Prehearing Conference to determine a
procedural schedule and consider the Petitions for Leave to Intervene. A Procedural

2
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Order and Order granting the Petition for Leave to Intervene filed by SNGG were

issued October 24, 2023.

10. On November 2, 2023, the Commission issued an Order granting NCA’s Petition for

Leave to Intervene.

11.0On November 8, 2023, the Commission issued a Notice of Consumer Session and

Notice of Hearing.

12.On December 14, 2023, the Commission held a consumer session regarding the

Application.

13. On January 5, 2024, the Company made its Certification filing.

AGREEMENT

The Signatories agree, and request the Commission approve, this Stipulation as follows:

1.

REVENUE REQUIREMENT
The Signatories agree to a “black box” statewide revenue requirement increase, prior
to adjustments made with respect to the Company’s authorized Cost of Capital, of
$56.09 million in Southern Nevada and $9.47 million in Northern Nevada.
The "black box” revenue requirement includes authorization for the Company to: 1)
continue tracking incremental costs associated with the Annual Leak Survey,
consistent with Docket No. 19-09001, in a regulatory asset; 2) continuation of a 2-year
regulatory amortization period; and, 3) approval of depreciation rates as provided in
Attachment 1.
The parties agree with the Southern Nevada, Northern Nevada and System Allocable
Depreciation Rates included herein as Attachment 1 to the Stipulation.
Southwest Gas agrees to establish regulatory liability account(s) to record any
amounts related to the amortization of regulatory assets, authorized in this Docket, if

amortized beyond the 2-year amortization period agreed to herein.
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. The parties agree that the 2020 wage increase currently embedded in the Company’s

cost of service should be accepted by the Commission and no longer be required to

be included in Statement P in the Company’s future general rate case filings.

. As a directive, Southwest Gas will file a Schedule of itemized Board of Director

expenses in its next General Rate Case and clearly show the portion requested from

ratepayers.

. As a directive, Southwest Gas will file a schedule of itemized investor relations

expenses in its next General Rate Case and clearly show the portion requested

from ratepayers.

. As a compliance item, Southwest Gas will file within ninety days of the final

Commission Order, a compliance filing accounting for all final costs incurred to present
and prepare this General Rate Case.

CLASS COST OF SERVICE / RATE DESIGN

. Southwest Gas will maintain its decoupled rate structure.

. The parties agree to use, in this Docket, Southwest Gas’ billing determinants as

provided in its certification filing, including its weather normalized adjustments.

. As a directive, Southwest Gas agrees to continue evaluating a method that

incorporates the warming trend.

. As a directive, Southwest Gas agrees to provide as part of its next General Rate Case

filing, a guide for its Class Cost of Service Study ("COSS”) models. The guide shall
include an overview of foundational concepts and principles, the cost allocation
process, issues associated with empirical implementations, the primary inputs and
structure of Southwest Gas' COSS models, and a description of the workings of

Southwest Gas' COSS models.
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GENERAL PROVISIONS

. This Stipulation is entered into with the express understanding that it is a negotiated

resolution of the Stipulated Issues in this proceeding. The provisions of this Stipulation
are not severable. If the Commission does not accept this Stipulation, it shall be

withdrawn without prejudice to any claim made by any party to this proceeding.

. This Stipulation represents a compromise of the positions of the Signatories. As such,

the conduct, statements and documents disclosed in the confidential negotiation of
this Stipulation shall not be admissible as evidence in this Docket or in any other
proceeding. Unless otherwise stated herein, neither this Stipulation nor its terms, nor
the Commission’s acceptance or rejection of this Stipulation and its terms, shall have

any precedential effect in future proceedings.

. The Signatories agree and represent that all terms in this Stipulation are reasonable

and in the public interest, and that this Stipulation only grants relief that the

Commission is empowered to grant.

. The Signatories agree and represent that all terms in this Stipulation settle only issues

that relate to the instant proceeding.

5. This Stipulation may be executed in counterparts, all of which together shall constitute

the original executed agreement. Signatories may execute this Stipulation by
electronic transmission, which signatures shall be as binding and effective as original

signatures.

[signature pages to follow]
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This Stipulation is entered into by each Signatory as of the date entered below.

SOUTHWEST GAS CORPORATION

Date:02/01/2024 T’éf"“&’ W
Andre

w V. Hall, Esq.
Assistant General Counsel
Vincent J. Vitatoe, Esq.
Associate General Counsel

REGULATORY OPERATIONS STAFF OF
THE PUBLIC UTILITIES COMMISSION
OF NEVADA

Date:02/01/2024 s/ Donald J. Lomoljo
Jesse N. Panoff, Esq.
Assistant Staff Counsel
Rost C. Olsen, Esq.
Assistant Staff Counsel
Donald J. Lomoljo, Esq.
Staff Counsel

BUREAU OF CONSUMER PROTECTION

Date:02/01/2024 s/ Michael T. Saunders
Michael T. Saunders, Esq.
Senior Deputy Attorney General
Paul E. Stuhff, Esq.
Senior Deputy Attorney General
Michelle C. Newman, Esq.
Senior Deputy Attorney General
Whitney F. Digesti, Esq.
Senior Deputy Attorney General

Respectfully submitted this 1st day of February 2024.
6
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CERTIFICATE OF SERVICE
| hereby certify that on the 15t day of February 2024, and pursuant to NAC 703.610 of the

rules and regulations of the Public Utilities Commission of Nevada, | served a copy of the
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foregoing Stipulation on all parties identified below via email electronic service:

Donald Lomoljo

Public Utilities Commission of Nevada
1150 E. William St.

Carson City, NV 89701
diomoljo@puc.nv.gov

with a copy to:
pucn.sc@puc.nv.gov
jpanoff@puc.nv.gov
rostolsen@puc.nv.gov

Lucas Foletta

McDonald Carano LLP

100 W. Liberty St., 10th Floor
Reno, Nevada 89501

Counsel for: Southern Nevada Gaming Group
with a copy to:

[foletta@mcdonaldcarano.com
cdavis@mcdonaldcarano.com

Ernest Figueroa

Bureau of Consumer Protection
100 N. Carson St.

Carson City, NV 89701
efigueroa@ag.nv.gov

with a copy to:
bcpserv@ag.nv.gov
msaunders@ag.nv.gov
pstuhff@ag.nv.gov
mnewman@ag.nv.gov
wdigesti@ag.nv.gov

Donald Brookhyser
Alcantar Law Group
2224 NE Wells Acres Rd.
Bend, OR 97701

Counsel for: NCA #1 and #2

with a copy to:
deb@alcantar-law.com

&= otgr—
an employee of Southwesf Bas Corporation
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SOUTHWEST GAS CORPORATION

SYSTEM ALLOCABLE
DEPRECIATION AND AMORTIZATION RATES

Line Account Current As Stipulated Line
MNo. Description NMumber Rate Rate Mo.
(@ (b) (© (d)
Intangible Plant
1 Organization 301 M/A MN/A 1
2 Miscellaneous Intangible 303 Amortized Amortized 2
General Plant

3 Land and Land Rights 389 IN/A N/A 3
4 Structures and Improv - Co. Owned 380.1 2.25% 2.34% 4
5 Structures and Improv - Leasehold 390.2 12.31% 12.31% 5
6 Office Furniture and Fixtures 391 8.67% 6.67% 5]
7 Computer Software and Hardware 3811 19.80% 20.00% 7
8 Transportation Equipment - Light 392.11 10.13% 9.38% 8
9 Transportation Equipment - Heawvy 302.12 6.00% 6.00% g
10 Transportation Equipment - Aircraft 392.21 4.00% 4.00% 10
11 Stores Equipment 393 6.67% 5.00% 11
12 Tool, Shop, and Garage Equip. 394 6.67% 6.67% 12
13 Laboratory Equipment 395 5.00% 6.67% 13
14 Power Operated Equipment 396 5.67% 6.00% 14
15 Communication Equipment 397 6.67% 6.67% 15
16 Telemetry Equipment 397.2 16.67% 1] - 16
17 Miscellaneous Equipment 308 6.67% 8.67% 17

[1]1 i new additions are recorded, this rate is ({1-0%}Y15=6.67%).



SOUTHWEST GAS CORPORATION
NORTHERN NEVADA
DEPRECIATION AND AMORTIZATION RATES

Line Account Current As Stipulated Line
Mo. Description Mumber Rate Rate MNo.
(a) (b) (©) (d
Intangible Plant
1 Organization 301 N/A IN/A 1
2 Franchise and Consents 302 Amortized Amortized 2
3 Miscellaneous Intangible 303 Amortized Amortized 3
Distribution Plant
4 Land and Land Rights 3741 N/A IN/A 4
5 Rights of Way 3v4.2 1.11% 1.21% 5
6 Structures and Improvements 375 0.00% 1] - 6
7 Mains 376 1.94% 1.64% 7
8 Measuring and Reg. Stations 378 2.22% 2.16% 8
9 Services 380 1.59% 1.56% 9
10 Meters 381 2.98% 3.72% 10
11 Industrial Measuring and Reg. Sta. 385 2.14% 2.16% 1"
12 Miscellaneous Equipment 387 2.32% 0.93% 12
General Plant
13 Land and Land Rights 389 MN/A MN/A 13
14 Structures and improv - Co. Owned 390.1 2.17% 2.37% 14
15 Structures and Improv - Leasehold 3802 2.33% 2.33% 15
16 Office Furniture and Fixtures 391 5.00% 6.67% 16
17 Computer Software and Hardware 391.1 19.80% 20.00% 17
18 Transportation Equipment - Light 392.11 10.75% 10.00% 18
19 Transportation Equipment - Heavy 39212 6.20% 6.00% 19
20 Stores Equipment 393 5.00% 5.00% 20
21 Tool, Shop, and Garage Equip. 394 5.00% 6.67% 21
22 Laboratory Equipment 385 5.00% 8.67% 22
23 Power Operated Equipment 396 5.73% 5.73% 23
24 Communication Equipment 397 6.67% 8.67% 24
25 Telemetry Equipment 397.2 0.00% ] - 25
26 Miscellaneous Equipment 308 6.67% 6.67% 26
Renewable Natural Gas Projects
27 Renewable Natural Gas Owned 342 - 3.33% 27
28 Renewable Natural Gas Contract 342 - 5.00% 2B

[1] Account 375 has no balance. If future additions are recorded, the existing parameters
(45 year life and -10% net salvage) is included, which results in a rate of 2.44%.

[2] If new additions are recorded, this rate is {(1-0%)/15=6.67%).



SOUTHWEST GAS CORPORATION
SOUTHERN NEVADA
DEPRECIATION AND AMORTEZATION RATES

Line Account Current As Stipulated  Line
Mo, Description Number Rate Rate No.
(a) (&) c) (d)
Intangible Plant
1 Organization 30 MR MR 1
2 Franchise and Consents 302 Amortized Amortized 2
Miscellaneous Intangible 303 Amortized Amortized 3

Transmission Plant

4 Land and Land Rights 365.1 MIA MIA 4
) Rights of Way 385.2 1.31% 1.96% 5
8 Structures - Comprassor Stations 3661 1.18% 0.93% 8
7 Structures - General 366.2 2.19% 2.31% 7
8 Maing T 1.72% 1.71% 8
2] Mains - Bridge 3ey.2 0.00% 0.00% 2]
10 Compressor Station Equipment 368 1.81% 2.01% 10
11 Measuring and Reg. Stations 369 2.45% 1.79% 11
12 Communication Equipment 370 2.30% ¥ 12% 12
13 Miscellaneous Equipment 371 000% [ - 13
Distribution P
14 Land and Land Rights 3741 MIA MIA 14
15 Rights of Way 374.2 1.33% 1.33% 15
16 Structures and Improvements ars 045% [ - 16
17 Mains 376 2.04% 1.96% 17
18 Measuring and Reg. Stations 378 3.82% 3.93% 18
19 Services 380 2.40% 2.39% 18
20 Meters a8 3.92% 4 86% 20
21 Industrial Measuring and Reg. Sta. 385 2.31% 2.14% 21
22 Miscellaneous Equipment 387 000% [ - 22

General Plant

23 Land and Land Rights 389 h/A h/A 23
24 Structures and Improv - Co. Owned 3901 2.20% 2.39% 24
25 Structures and Improv - Leasehold 390.2 20.00% 20.00% 25
26 Office Fumiture and Fixtures 381 5.00% B6T% 26
27 Computer Software and Hardware 381 .1 18.80% 20.00% 27
28 Transportation Equipment - Light 392.11 11.13% 10.83% 28
29 Transportation Equipment - Heavy 39212 5.67% 5.67% 29
30 Stores Equipment 383 4.00% 5.00% 30
3 Toel, Shop, and Garage Equip. 384 E67% E67% 3
32 Laboratory Equipment 395 5.00% 6.87% 32
33 Power Operated Equipment 396 5.87% 5.33% 33
34  Communication Equipment 38y E67% E67% 34
35  Telemetry Equipment 3872 E67% E67% 35
36 Miscellaneous Equipment 398 6.87% 6.87% 36

enewable Natural 3as Projects
a7 Renewable Natural Gas Owned 342 - 3.33% a7
38 Renewable Matural Gas Contract 342 - 5.00% 38

[1] #ccournt 375 has no balense, If future additions are recorded, the existing parameters
{45 year life and -10% net salvage) is included, which results in & rate of 2.44%.

[2] Ancourts 371 and 387 are fully accrued. If future additions are recorded a 26 year
life: is inchuded and a whale life rate of 4,00%.
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FILED WITH THE PUBLIC UTILITIES COMMISSION OF NEVADA - 2/16/2024

Andrew V. Hall, Esq.
Nevada Bar No. 12762

andrew.hall@swgas.com

Vincent J. Vitatoe, Esq.

Nevada Bar No. 12888

vincent.vitatoe @swgas.com

Telephone No, 702.364.3227

8360 South Durango Drive

Las Vegas, NV 89113

Attorneys for Southwest Gas Corporation

PUBLIC UTILITIES COMMISSION OF NEVADA

In the Matter of the Application of Southwest Docket No.: 23-09012
Gas Corporation for Authority to Increase its
Retail Natural Gas Utility Service Rates in its
Southern and Northern Nevada Rate
Jurisdictions.

STIPULATION

Pursuant to Nevada Administrative Code (NAC) 703.750 and 703.845, Southwest Gas
Corporation (Southwest Gas or Company), the Regulatory Operations Staff (Staff) of the Public
Utilities Commission of Nevada (Commission), and the Office of the Attorney General’s Bureau
of Consumer Protection (BCP) (collectively referred to as Signatories) enter into this Stipulation
to resolve certain issues (Stipulated Issues) related to the Company’s Application for Authority to
Increase its Retail Natural Gas Utility Service Rates in its Southern and Northern Nevada Rate
Jurisdictions (Application).

SUMMARY OF STIPULATION

The Signatories agree that this Stipulation provides for resolution of the remaining issues
associated with class cost of service/rate design. Specifically, the Signatories agree to the class
revenue allocation/rate design described below. This Stipulation only modifies the previously

filed Stipulation by obviating the need for Southwest Gas to file rebuttal testimony on certain class

" Nevada Cogeneration Associates #1 and #2 (NCA) and Southern Nevada Gaming Group (SNGG) are also
parties to this proceeding. Neither NCA nor SNGG are Signatories to the Stipulation, and it is currently unclear
whether either party supports the Stipulation.
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revenue allocation and rate design issues agreed to herein. The parties reserve the right to settle
any and all remaining issues. If the parties reach a settlement on any remaining issue(s), then
they will file a corresponding Stipulation forthwith.

This Stipulation only resolves the Stipulated Issues related to this Application and only
seeks relief the Commission is empowered to grant. As such, the Signatories recommend the
Commission approve the Stipulation, with rates taking effect on April 1, 2024.

RECITALS
1. Southwest Gas is a public utility subject to the jurisdiction of the Commission pursuant
to Chapter 704 of the Nevada Revised Statutes (NRS). Southwest Gas is engaged in
the retail transmission, distribution, fransportation, and sale of natural gas for
domestic, commercial, agricultural, and industrial uses.

2. Southwest Gas filed its Application September 11, 2023.

3. Staff participates as a matter of right pursuant to NRS 703.301.

4. On September 21, 2023, BCP filed its Notice of Intent to Intervene pursuant to NRS

Chapter 228 and participates as a matter of right.

5. On September 26, 2023, the Commission issued a Notice of Application and Notice
of Prehearing Conference.

On October 6 and 13, 2023, Southwest Gas filed an Amendment to its Application.
On October 18, 2023, SNGG filed its Petition for Leave to Intervene.
On October 20, 2023, NCA filed its Petition for Leave to Intervene.

© © N o

On October 20, 2023, the Commission held a Prehearing Conference to determine a
procedural schedule and consider the Petitions for Leave to Intervene. A Procedural
Order and Order granting the Petition for Leave to Intervene filed by SNGG were
issued October 24, 2023.

10. On November 2, 2023, the Commission issued an Order granting NCA’s Petition for

Leave to Intervene.
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11. On November 8, 2023, the Commission issued a MNotice of Consumer Session and

Notice of Hearing.

12.On December 14, 2023, the Commission held a consumer session regarding the

Application.

13. On January 5, 2024, the Company made its Certification filing.

14.On February 2, 2024, the Signatories filed a partial Stipulation.
15.On February 2, 2024, Staff, BCP, SNGG, and NCA filed prepared direct testimony.

AGREEMENT

The Signatories agree, and request the Commission approve, this Stipulation as follows:

1.

CLASS REVENUE ALLOCATIONS / RATE DESIGN
Billing determinants and revenue for the one customer that started receiving service
under rate schedule SG-G5 prior to 1/1/2024, the one customer that started receiving
service under rate schedule SG-G6 prior to 1/1/2024, and the one customer that
started receiving service under rate schedule SG-G6 on 1/1/2024 are included in the
customer class revenue allocations and the calculation of rate design for the Southern

Nevada rate jurisdiction.

. Southern and Northern Nevada rates for schedules with demand charges will be

calculated to recover forty-five percent of the customer class revenue requirement
through the applicable basic service charge, transportation service charge and
demand charge, and fifty-five percent of the class revenue requirement through the
variable commodity charge of the rate design.

Percentage increases in margin revenue calculated based on Southwest Gas’
proposed Certification revenue increase for the Southern Nevada rate jurisdiction of
$63.5 million dollars and the Settlement revenue increase before cost of capital of
$56.09 million are shown in the table below. Attachment 1 includes the agreed upon
Settlement Revenue Allocation at the Settlement Revenue increase of $56.09 million

in Southern Nevada.
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Southern Nevada
Revenue Allocation Percentages

Settlernent
Allocation at
Southwest Gas Settled
Proposed at Revenue
Description Certification Requirement’
(a) (b) (c)
Single-Family Residential Gas Service 25.29% 20.91%
Multi-Family Residential Gas Service 20.56% 13.865%
Air Conditioning Residential Gas Service 33.51% 37.46%
General Gas Service - 1 2.80% 7.27%
General Gas Service - 2 (1.37%) 12.69%
General Gas Service - 3 13.41% 22.60%
General Gas Service - 4 29.91% 26.91%
General Gas Service - 5 20.29% 31.51%
General Gas Service - 6 17.47% 24 80%?
Air Conditioning Gas Service 0.53% 17.77%
Water Pumping Gas Service (24.43%) 11.47%
Small Electric Generation Gas Service 17.62% 30.30%
Gas Service for Compression on Customer's
Premises 24.93% 33.61%
Street and Outdoor Lighting Gas Service 30.99% 26.28%
Total Tariff Sales and Transportation 22.27% 19.44%

[1] Reflects the agreed upon Settlement revenue increase before adjustments to cost of
capital ($56.09 million in the Company’s Southern Mevada rate jurisdiction) as filed on
February 2, 2024 in the partial Stipulation in this docket. The final revenue requirement
will be allocated in proportion to each rate class's percent of the total revenue increase.
[2] The General Gas Service — & revenue increase is based on current margin revenue
of $4,700,417.

Percentage increases in margin revenue calculated based on Southwest Gas’ proposed
Certification revenue increase for the Northern Nevada rate jurisdiction of $10.47 million dollars
and the Settlement revenue increase before cost of capital of $9.47 million are shown in the table

below. Attachment 1 includes the agreed upon Settlement Revenue Allocation at the Settlement

Revenue increase of $9.47 million in Northern Nevada.
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Northern Nevada

Revenue Allocation Percentages

Southwest Gas
Proposed at

Settlerment
Allocation at
Settled Revenue

Description Certification Requirement?
(a) (b) (c)

Single-Family Residential Gas Service 24 .27% 20.64%
Multi-Family Residential Gas Service 15.25% 11.74%
Air Conditioning Residential Gas Service (5.45%) (3.79%)
General Gas Service - 1 26.95% 24 22%
General Gas Service - 2 8.23% 14.92%
General Gas Service - 3 15.15% 26.12%
General Gas Service - 4 31.78% 36.98%
General Gas Service - 5 0.00% 0.00%
Air Conditioning Gas Service 36.60% 34.74%
Water Pumping Gas Service 27.10% 23.83%
Small Electric Generation Gas Service 37.59% 39.61%
Gas Service for Compression on Customer's
Premises 20.44% 26.40%
Street and Outdoor Lighting Gas Service 60.01% 40.89%

Total Tariff Sales and Transportation 22.61% 20.44%

[1] Reflects the agreed upon Settlement revenue increase before adjustments to cost of
capital ($9.47 million in the Company's Northern Nevada rate jurisdiction) as filed on
February 2, 2024 in the partial Stipulation in this docket. The final revenue requirement
will be allocated in proportion to each rate class's percent of the total revenue increase.

4. The final revenue requirement after adjustments to cost of capital will be allocated to
customer classes in proportion to the Settlement revenue allocation percentages
reflected in the tables above.

5. As a directive(s), at least six months prior to the filing of Southwest Gas’ next general
rate case the parties agree to meet informally to discuss alternate methods of
classifying and allocating the cost of the Company’s transmission system mains,

distribution system mains, and its distribution system service lines to customer classes

in its next rate case.
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. Southwest (Gas agrees to provide additional cost of service studies that utilize other

allocation methodologies, including throughput, and proposed noticing in its next
general rate case application that moves customers in Schedules Nos. SG-RAC/NG-
RAC, SG-AC/NG-AC, SG-WP/ING-WP, SG-EG/NG-EG, and SG-CNG/NG-CNG to
their otherwise applicable rate schedules to ensure these customers receive proper
noticing should Southwest Gas, Staff, or another intervening party propose to

eliminate any of these rate schedules in that future proceeding.

. Southwest Gas agrees to revise its Contract Transition Adjustment Provision as

shown in Attachment 2 to this Stipulation and to implement a Large Customer
Adjustment Provision as shown in Attachment 3 to this Stipulation.
GENERAL PROVISIONS

. This Stipulation is entered into with the express understanding that it is a negotiated

resolution of the Stipulated Issues in this proceeding. The provisions of this Stipulation
are not severable. If the Commission does not accept this Stipulation, it shall be

withdrawn without prejudice to any claim made by any party to this proceeding.

. This Stipulation represents a compromise of the positions of the Signatories. As such,

the conduct, statements and documents disclosed in the confidential negotiation of
this Stipulation shall not be admissible as evidence in this Docket or in any other
proceeding. Unless otherwise stated herein, neither this Stipulation nor its terms, nor
the Commission’s acceptance or rejection of this Stipulation and its terms, shall have

any precedential effect in future proceedings.

. The Signatories agree and represent that all terms in this Stipulation are reasonable

and in the public interest, and that this Stipulation only grants relief that the

Commission is empowered to grant.

. The Signatories agree and represent that all terms in this Stipulation settle only issues

that relate to the instant proceeding.
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5. This Stipulation may be executed in counterparts, all of which together shall constitute
the original executed agreement. Signatories may execute this Stipulation by
electronic transmission, which signatures shall be as binding and effective as original

signatures.

[signature pages to follow]
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This Stipulation is entered into by each Signatory as of the date entered below.

Date:02/16/2024

Date:02/16/2024

SOUTHWEST GAS CORPORATION

A 4

Date:02/16/2024

Andifew V. Hall, Esq.
Assistant General Counsel
Vincent J. Vitatoe, Esq.
Associate General Counsel

REGULATORY OPERATIONS STAFF OF
THE PUBLIC UTILITIES COMMISSION
OF NEVADA

Is! Jesse N. Panoff
Jesse N. Panoff, Esq.
Assistant Staff Counsel
Rost C. Olsen, Esq.
Assistant Staff Counsel
Donald J. Lomoljo, Esq.
Staff Counsel

BUREAU OF CONSUMER PROTECTION

s/ Michael T. Saunders
Michael T. Saunders, Esq.
Senior Deputy Attorney General

Respectfully submitted this 16th day of February 2024.
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CERTIFICATE OF SERVICE
| hereby certify that on the 16™ day of February 2024, and pursuant to NAC 703.610 of

the rules and regulations of the Public Utilities Commission of Nevada, | served a copy of the
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foregoing Stipulation on all parties identified below via email electronic service:

Donald Lomoljo

Public Utilities Commission of Nevada
1150 E. William St.

Carson City, NV 89701
diomoljo@puc.nv.gov

with a copy to:
pucn.sc@puc.nv.gov
jpanoff@puc.nv.gov
rostolsen@puc.nv.gov

Lucas Foletta

McDonald Carano LLP

100 W. Liberty St., 10" Floor
Reno, NV 89501

Counsel for Southern Nevada Gaming Group
with a copy to:

[foletta@mcdonaldcarano.com
cdavis@mcdonaldcarano.com

Ernest Figueroa

Bureau of Consumer Protection
100 N. Carson St.

Carson City, NV 89701
efigueroa@ag.nv.gov

with a copy to:
bcpserv@ag.nv.gov
msaunders@ag.nv.gov
pstuhff@ag.nv.gov
mnewman@ag.nv.gov
wdigesti@ag.nv.gov

Donald Brookhyser
Alcantar Law Group

2224 NE Wells Acres Rd.
Bend, OR 97701

Counsel for NCA #1 and #2

with a copy to:
deb@alcantar-law.com

an employee of Southwest Gas'Corporation
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SOUTHERN NEVADA
REVENUE ALLOCATION PERCENTAGES

Southwest Gas Proposed Revenue Allocation at Settiement Revenue Allocation at Certification Revenue

resen i resen
Margin % of Total Margin % of Total
Rate Schedule Revenue Inc $  Inci % Inc Revernue Inc $  Inci % Inci

Single-Family Residertial Sas Senvice $200,762, 549 B0, 70,675 25 2% 79,55% FA00,764, 529 46,798,545 2331T% T4.84%
hulti-Family Fesidential Gas Service B30, 628 681 6,208, 552 20.96% B.93% B30,629, 681 4,661,003 15.22% T.46%
AlrConditioning Hesidential Gas Bervice 22 B3 %7581 F3.51% 0015 £22 623 £ 447 41, T6% 0.02%,
General Gas Service - 1 BT, 004,128 FATE, 35T 2.80% 0.75% F17, 004,126 B1,378,332 BA1% 2
General Gas Senvice - 2 $13,183,353 180,272 {1.379%) 0.28% $13,183,333  $1,864,450 14.14% 2.58%
General Gas Service - 3 53,78 BT FEOT, 435 13.41% 0.80% $3, T84, 547 FOE3, 485 25.15%, 158 %
General Gas Service - 4 BT, 037,783 5,086, 610 259.91% B03% 17,037 783 55,111,339 30.00% BT
General Gas Bervice - 5 [Full Tariff) B515,072 F104.513 20.26% 10,155 $515,388 B181,025 3E.13% 0. 25%
General (Sas Senvice - § (Full Tariff) 51,425,742 248,104 17.47% 10.39% $4,700,418  $1,289857 27 .65% 2 08%
Air Conditioning Gas Senvige F20,322 F166 10.53% DIy B20 222 BE, A 19.81% DK
Water Pumping Sas Service Fa1,499 B, 253 [24.43%) 0.01% Fa1,499 2,749 12.79% 0.00%
Srrall Electric Generation Sas Senvice 574,083 F101,141 17 62% 0.16% 57 4,568 F194,079 33.78% 0.31%
Cas Service for Sompression on

Customers Premises 60,354 515,041 24.93% 0.03% 60,354 524,804 37.46% 0.04%
Street and Cutdoor Lighting Gas Bervice B157 800 EEI087 35.96% 10,1105 157 BOD s 236 29.30% 10L07 B
Tatal Tariff Bales and Transportation FIEO 0B 724 563 505 138 22 27 % A (301,005 SO A48 271 $ﬁ_2|5_29,am 21.88% A (01, CIC %

Settlernent Revenue Allocation at Settlement Revenue of

Tesen
Margin % of Total
Rate Schedule Revenue Inc % Inci % Inci

Single-Family Residential (Gas Senvice F200, 762530 541,978,855 20.21% T4.84%
hulti-Family Fesidential Gas Service B3I, E2E AHE1 B4, 181,793 1 3. 65% 255
Air Conditioning Hesidential Gas Service £22 623 8,474 T 0.02%,
General Gas Bervice - 1 BT 004,126 $1,295, 383 F27% 2.20%
General Gas Service - 2 B3 183,333 $1,673,474 12 BE% 2.98%
General Gas Service - 3 53,78 BT HBRE5, 2EY 24 G0 1.52%
General Gas Service - 4 BT, 037,783 B, 584, H40 26,91 % BT
General Bas Service - 5 (Full Tariff) $515,388 F182,382 31.51% 0.2
General Bas Service - 6 (Full Tariff) 54,700,418 51,165,810 24.80% 2 08%
Air Conditioning Gas Senvice $iB,282 B, 19 17.77% 0.01%
Water Pumping t3as Service $21,459 B2, A6 11.47% 0.00%
Small Electric Generation Gas Service BET A SaE F1T4, B3 30.30% 0.31%
Cas Service for Sompression on

Customers Premises B0, 534 Fa0,476 F3.61% 0.04%
Street and Outdoor Lighting Sas Service $157 BOO a1 a7 e B, 0T %

Total Tariff Sales and Transportation

period.

5266 484 971 $56. 060 000 12.44% 100.00%

[1] Southwest Gas proposed Certification amaunts included one $G-G5 customer and ane 5G-G6 customer receiving service under thase scheules at the end of the Certification

[2] Settlement revenue allocation includes one additional 5G-G& customer whose negotiated rate contract expired on December 31, 2023, and is currently served under

schedule 5G-Gé.

[3] Reflects the agreed upon Settlement revenue increase before adjiustments to cost of capital [$56.09 million in the Company's Southern Mevada rate jurisdiction} as filed on
Eebruary 2, 2034 in the partial Stipulation in this docket. The fimal revenue requirement will be allocated in propartion to each rate class's percent of the total revenug increase,



NORTHERN NEVADA

REVENUE ALLOCATION PERCENTAGES

Southwest Gas Proposed Revenue Allocation at

Settlernent Revenue Allocation at Certification Revenue

resen resen
Margin % of Total Margin % of Total
Rate Schedule Revenue Inc $  Inci % Inc Revernue Inc $  Inci % Inci

Single-Family Residertial Sas Senvice FI0.548,222 &7 415,165 24.27% T0.80% BI0548,228  $6,971,304 22 B7% 56,57 %
Dulti-Family Residential Gag Service B4, 763,441 746,380 16.25% 5.94% 4,765,441 618,374 12.88% 5.90%
Ajr Conditioning Residential Gas Service B1,907 Bt 15,45%) DIy 1,507 53 4. 19%) DI
General Gas Service - 1 5,124, 847 B1,381, 252 26, 95 13.18% 55,124, B4T B1,372 B9 26.T8% 13.11%
General Gas Senvice - 2 $3,120,848 $296,702 B.23% 2.95% $3,120,848 $914,950 16.50% 4.52%
General Gas Service - 3 51,143,192 $170,192 15.15% 1.65% 1,135,192 324 485 28 BB 3.10%
General Gas Service - 4 1,828,151 F517, 798 31.7E% o BB B1,622 151 BEAS, 187 A40,89% 355
General Gas Service - 5 {(Full Tariff 50 %0 13.00% 0.0 %0 %0 0.00% 0.0
General Bas Service - 6 (Full Tariff) 2] 0 13.00% 000 0 0 Q0% D00
Air Conditioning Gas Senvige BERY B21a 36, G0 DIy Jizatare] i3] 38.43% DI
Water Pumping t3as Service $1,070 F250 27 0% 0.00% $1,070 5282 26.3BY 0.00%
Srnall Electric Generation Gas Senvice 4,831 $1,816 AT 55% QL0E% 4,831 B4, 116 43 B0% 0.03%
Cas Service for Sompression on

Customers Premises F1ar F28 20.44% 0.00% 5187 40 29.20% 0.00%
Street and Cutdoor Lighting Gas Service $4.851 52 511 B0 % 003% $4.851 52 1584 45,23% 002%
Total Tariff Sales and Transportation EAE,A70 BEE  F10 472 A7 22 B1% RLRY 0y EAE,ADT BEE  F10 472 AB0 22 8 1% 4 (.00 %

Settlernent Revenue Allocation at Settlement Revenue of

[11
Tesen
Margin % of Total
Rate Schedule Revenue Inc $  Inci % Inci

Single-Family Residential (Gas Senvice FA0 548,242 Bei, 30, BS54 20 54% .57 %
BALlti-Family Mesidential Cas Service B, T3, 441 o g 1.7 4% 5.H0%
AirConditioning Residential Gas Service 1,807 557 {3795 003
General Gas Bervice - 1 B, 134 BT $1,241, 261 24.22% T311%
General Gas Service - 2 3,130,848 FAGE, 547 14.82% 4 83%
General Gas Service - 3 $1,123,182 F233 418 26.12% 3100
General Gas Service - 4 1,828,151 FE02, 405 o el
General Bas Service - & (Full Tariff 2] 0 13.00% DI
General Bas Service - 6 (Full Tariff) B0 0 000 0L00RE
Air Conditioning Gas Senvige pidetae] F20% 34 FA% 0.00%
Water Pumping t3as Service $1,070 F255 23 83% 0.00%
Small Electric Generation Gas Service 4,831 $1,913 A2 51% 0.03%
Cas Service for Sompression on

Customers Premises E137 Ea 26,40 0.00%
Street and Outdoor Lighting Sas Service Bl BEA £1 o84 A0 B8O, 02%

Total Tariff Sales and Transportation

45390808 §9.470 000 20 44% 100.00%

[1] Reflects the agreed upon Settlement revenue increase before adjustments to cost of capital {$9.47 million in the Company's Morthern Mevada rate jurisdiction) as filed on
February 2, 2024 in the partial Stipulation in this docket. The final revenue requirement will be allocated in proportion to each rate class's percent of the total revenue increase.
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CONTRACT TRANSITION ADJUSTMENT PROVISION (CTAP)
STIPULATED TARIFF LANGUAGE

PUCN SHEET NOS. 91A(1) & 91A(2)
APPLICABILITY

The Contract Transition Adjustment Provision (CTAP) applies to all rate schedules in this Nevada
Gas Tariff. The Company will maintain separate CTAP accounting for its Northern Nevada Division
and Southern Nevada Division.

The CTAP specifies the procedures to allow the utility to recover or return the difference in the
Company’s actual Base Tariff General Rate (BTGR) revenues derived from customers with
discounted rate contracts or contracts for special services (collectively, Contracts) who transition
to Schedule No. SG-G5, SG-G6 or NG-G5, and the amount for each customer that was included
in the calculation of the Company’s authorized BTGR revenues, adjusted for any increase in
contract rates and revenues resulting from annual escalations of those rates and revenues due
to annual changes in the gross domestic product deflator or consumer price index as applicable
in the customer’s Contracts.

BTGR revenues are those revenues collected through the margin portion of the fixed and variable
delivery charge components of the Company’s rates as stated on the Statement of Rates in this
Nevada Gas Tariff and inflation adjusted revenues collected from customers served under
Contracts.

TRACKING PERIOD

The initial tracking period shall be the first period including at least twelve (12) months ending
September 30 following the transition of the customer from a Contract to Schedule No. SG-GS5,
SG-G6 or NG-G5, and each twelve (12) month period ending September 30 thereafter.

The Company will cease tracking the CTAP for a transitioning customer when that customer is
included in a cost-of-service study as a Schedule No. SG-G5, SG-G6 or NG-G5 customer when
rates are effective in the first general rate case filed after the customer transitions from a Contract
to Schedule No. SG-G5, SG-G6 or NG-(5.

CTAP REVENUES ADJUSTMENT DEFERRALS
An annual CTAP revenues adjustment deferral will be calculated as follows:

1. For each month of the tracking period, the difference between each transitioning customer’s
monthly BTGR revenues included in the calculation of the Company’s authorized BTGR rates,
adjusted for any increase in contract rates and revenues resulting from annual escalations of
those rates and revenues due to annual changes in the gross domestic product deflator or
consumer price index as applicable in the customer’s Contract and the actual monthly BTGR
revenues received from each customer served under Schedule Nos. SG-G5, SG-G8, and NG-
G5,

2. The annual CTAP revenue deferral is equal to the sum of the tracking period monthly
computations as described above. The annual CTAP deferrals calculated above shall be
recorded in a separate sub-account of Account No. 182.3 (CTAP sub-account) and included
in the determination of the balance used to calculate the CTAP rate. The Company shall
separately track deferrals for each transitioning customer in the CTAP sub-account.



CONTRACT TRANSITION ADRJUSTMENT PROVISION RATE

The CTAP rate is a per therm charge or credit applicable to each rate schedule to recover or
refund any CTAP deferrals. The Company shall update the CTAP rate in its Annual Rate
Adjustment Application. The CTAP rates will be calculated by dividing the balance in the CTAP
sub-account at the end of the tracking period by the total therms delivered to all full margin
customer classes during the tracking period.
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LARGE CUSTOMER ADJUSTMENT PROVISION (LCAP)
STIPULATED TARIFF LANGUAGE

PUCN SHEET NOS. 91B(1) & 91B(2)

APPLICABILITY

The Large Customer Adjustment Provision (LCAP) applies to all Southern Nevada rate schedules
in this Nevada Gas Tariff. The (LCAP) specifies the procedures to allow the utility to recover or
return the difference in the Company’s actual Base Tariff General Rate (BTGR) revenues derived
from customers served under Schedule Nos. SG-G5 and SG-G6, and the amount for each
customer that was included in the calculation of the Company’s authorized BTGR revenues.
BTGR revenues are those revenues collected through the margin portion of the fixed and variable
delivery charge components of the Company’s rates as stated on the Statement of Rates in this
Nevada Gas Tariff.

CUSTOMER CLASS DETERMINATION & TRACKING PERIOD

On September 30 of each year during the rate effective period of a general rate case application,
the Company will determine if any customer that was classified as a SG-G5 or SG-G6 customer
during the test year of the general rate case application should be reclassified to the other rate
schedule.

If a customer qualifies for reclassification, the Company will track the difference in revenues for
that customer that were included in the general rate case application and the actual revenues for
the 12 months beginning on October 1.

LCAP REVENUES ADJUSTMENT DEFERRALS

An annual LCAP revenues adjustment deferral will be calculated as follows:

1. For each month of the tracking period, the difference between each reclassified customer’s
monthly BTGR revenues included in the calculation of the Company’s authorized BTGR rates and
the actual monthly BTGR revenues received from each reclassified customer served under
Schedule Nos. SG-G5 and SG-G6.

2. The annual LCAP revenue deferral is equal to the sum of the tracking period monthly
computations as described above. The annual LCAP deferrals calculated above shall be recorded
in a separate sub-account of Account No. 182.3 LCAP sub-account) and included in the
determination of the balance used to calculate the LCAP rates. The Company shall separately
track deferrals for each reclassified customer in the LCAP sub-account.

LARGE CUSTOMER ADJUSTMENT PROVISION RATE

The LCAP rate is a per therm charge or credit applicable to each rate schedule to recover or
refund any LCAP deferrals. The Company shall update the LCAP rate in its Annual Rate
Adjustment Application. The LCAP rates will be calculated by dividing the balance in the LCAP
sub-account at the end of the tracking period by the total therms delivered to all full margin
customer classes during the tracking period.
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FILED WITH THE PUBLIC UTILITIES COMMISSION OF NEVADA - 2/22/2024

Andrew V. Hall, Esq.
Nevada Bar No. 12762

andrew.hall@swgas.com

Vincent J. Vitatoe, Esq.

Nevada Bar No. 12888

vincent.vitatoe @swgas.com

Telephone No, 702.364.3227

8360 South Durango Drive

Las Vegas, NV 89113

Attorneys for Southwest Gas Corporation

PUBLIC UTILITIES COMMISSION OF NEVADA

In the Matter of the Application of Southwest Docket No.: 23-09012
Gas Corporation for Authority to Increase its
Retail Natural Gas Utility Service Rates in its
Southern and Northern Nevada Rate
Jurisdictions.

AMENDED STIPULATION
Pursuant to Nevada Administrative Code (NAC) 703.750 and 703.845, Southwest Gas

Corporation (Southwest Gas or Company), the Regulatory Operations Staff (Staff) of the Public
Utilities Commission of Nevada (Commission), the Office of the Attorney General’'s Bureau of
Consumer Protection (BCP), and Southern Nevada Gaming Group (SNGG) (collectively referred
to as Signatories) enter into this Stipulation to resolve certain issues (Stipulated |ssues) related
to the Company’s Application for Authority to Increase its Retail Natural Gas Utility Service Rates
in its Southern and Northern Nevada Rate Jurisdictions (Application).!

SUMMARY OF STIPULATION

The Signatories agree that this Stipulation provides for resolution of the remaining issues
associated with class cost of service/rate design. Specifically, the Signatories agree to the class
revenue allocation/rate design described below. This Stipulation only modifies the previously
filed Stipulation on class revenue allocation/rate design by adding SNGG as a signatory to the

Stipulation. The parties reserve the right to settle any and all remaining issues. If the parties

" Nevada Cogeneration Associates #1 and #2 (NCA) is also a party to this proceeding, but not a signatory.
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reach a settlement on any remaining issue(s), then they will file a corresponding Stipulation

forthwith.

This Stipulation only resolves the Stipulated Issues related to this Application and only

seeks relief the Commission is empowered to grant. As such, the Signatories recommend the

Commission approve the Stipulation, with rates taking effect on April 1, 2024,

1.

© © N o

RECITALS
Southwest Gas is a public utility subject to the jurisdiction of the Commission pursuant
to Chapter 704 of the Nevada Revised Statutes (NRS). Southwest Gas is engaged in
the retail transmission, distribution, transportation, and sale of natural gas for
domestic, commercial, agricultural, and industrial uses.
Southwest Gas filed its Application September 11, 2023.
Staff participates as a matter of right pursuant to NRS 703.301.
On September 21, 2023, BCP filed its Notice of Intent to Intervene pursuant to NRS
Chapter 228 and participates as a matter of right.
On September 26, 2023, the Commission issued a Notice of Application and Notice
of Prehearing Conference.
On October 6 and 13, 2023, Southwest Gas filed an Amendment to its Application.
On October 18, 2023, SNGG filed its Petition for Leave to Intervene.
On October 20, 2023, NCA filed its Petition for Leave to Intervene.
On October 20, 2023, the Commission held a Prehearing Conference to determine a
procedural schedule and consider the Petitions for Leave to Intervene. A Procedural
Order and Order granting the Petition for Leave to Intervene filed by SNGG were

issued Qctober 24, 2023.

10. On November 2, 2023, the Commission issued an Order granting NCA’s Petition for

Leave {o Intervene.

11.On November 8, 2023, the Commission issued a Notice of Consumer Session and

Notice of Hearing.
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12.0n December 14, 2023, the Commission held a consumer session regarding the

Application.

13. On January 5, 2024, the Company made its Certification filing.

14.On February 2, 2024, the Signatories filed a partial Stipulation.
15.On February 2, 2024, Staff, BCP, SNGG, and NCA filed prepared direct testimony.

AGREEMENT

The Signatories agree, and request the Commission approve, this Stipulation as follows:

1.

CLASS REVENUE ALLOCATIONS / RATE DESIGN

Billing determinants and revenue for the one customer that started receiving service
under rate schedule SG-G5 prior to 1/1/2024, the one customer that started receiving
service under rate schedule SG-G6 prior to 1/1/2024, and the one customer that
started receiving service under rate schedule SG-G6 on 1/1/2024 are included in the
customer class revenue allocations and the calculation of rate design for the Southern
Nevada rate jurisdiction.

Southern and Northern Nevada rates for schedules with demand charges will be
calculated to recover forty-five percent of the customer class revenue requirement
through the applicable basic service charge, transportation service charge and
demand charge, and fifty-five percent of the class revenue requirement through the
variable commodity charge of the rate design.

Percentage increases in margin revenue calculated based on Southwest Gas’
proposed Certification revenue increase for the Southern Nevada rate jurisdiction of
$63.5 million dollars and the Settlement revenue increase before cost of capital of
$56.09 million are shown in the table below. Attachment 1 includes the agreed upon
Settlement Revenue Allocation at the Settlement Revenue increase of $56.09 million

in Southern Nevada.
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Southern Nevada
Revenue Allocation Percentages

Settlement
Allocation at
Southwest Gas Settled
Proposed at Revenue
Description Certification Requirement!
(a) (b) (c)
Single-Family Residential Gas Service 25.29% 20.91%
Multi-Family Residential Gas Service 20.56% 13.865%
Air Conditioning Residential Gas Service 33.51% 37.46%
General Gas Service - 1 2.80% 1.27%
General Gas Service - 2 {1.37%) 12.69%
General Gas Service - 3 13.41% 22.60%
General Gas Service - 4 29.91% 26.91%
General Gas Service - 5 20.29% 31.51%
General Gas Service - 6 17.47% 24 .80%*
Air Conditioning Gas Service 0.53% 17.77%
Water Pumping Gas Service (24 43%) 11.47%
Small Electric Generation Gas Service 17.62% 30.30%
Gas Service for Compression on Customer's
Premises 24 .93% 33.61%
Street and Qutdoor Lighting Gas Service 39.99% 26.28%
Total Tariff Sales and Transportation 22.27% 19.44%

[1] Reflects the agreed upon Settlement revenue increase before adjustments to cost of
capital ($56.09 million in the Company’s Southern Nevada rate jurisdiction) as filed on
February 2, 2024 in the partial Stipulation in this docket. The final revenue requirement
will be allocated in proportion to each rate class's percent of the total revenue increase.
[2] The General Gas Service — 6 revenue increase is based on current margin revenue
of $4,700,417.

Percentage increases in margin revenue calculated based on Southwest Gas’ proposed
Certification revenue increase for the Northern Nevada rate jurisdiction of $10.47 million dollars

and the Settlement revenue increase before cost of capital of $9.47 million are shown in the table
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below. Attachment 1 includes the agreed upon Settlement Revenue Allocation at the Settlement
Revenue increase of $9.47 million in Northern Nevada.

Northern Nevada
Revenue Allocation Percentages

Settlement
Southwest Gas Allocation at
Proposed at Settled Revenue
Description Certification Requirement’
(a) (b) (c)

Single-Family Residential Gas Service 24 27% 20.64%
Multi-Family Residential Gas Service 15.25% 11.74%
Air Conditioning Residential Gas Service (5.45%) (3.79%)
General Gas Service - 1 26.95% 24 .22%
General Gas Service - 2 8.23% 14.92%
General Gas Service - 3 15.15% 26.12%
General Gas Service - 4 31.78% 36.98%
General Gas Service - 5 0.00% 0.00%
Air Conditioning Gas Service 36.60% 34.74%
Water Pumping Gas Service 27.10% 23.83%
Small Electric Generation Gas Service 37.59% 39.61%
Gas Service for Compression on Customer's
Premises 20.44% 26.40%
Street and Outdoor Lighting Gas Service 60.01% 40.89%

Total Tariff Sales and Transportation 22.61% 20.44%

[1] Reflects the agreed upon Settlement revenue increase before adjustments to cost of
capital ($9.47 million in the Company's Northern Nevada rate jurisdiction) as filed on
February 2, 2024 in the partial Stipulation in this docket. The final revenue requirement
will be allocated in proportion to each rate class's percent of the total revenue increase.

4. The final revenue requirement after adjustments to cost of capital will be allocated to
customer classes in proportion to the Settlement revenue allocation percentages
reflected in the tables above.

5. As a directive(s), at least six months prior to the filing of Southwest Gas’ next general

rate case the parties agree to meet informally to discuss alternate methods of

classifying and allocating the cost of the Company’s transmission system mains,
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distribution system mains, and its distribution system service lines to customer classes

in its next rate case.

. Southwest Gas agrees to provide additional cost of service studies that utilize other

allocation methodologies, including throughput, and proposed noticing in its next
general rate case application that moves customers in Schedules Nos. SG-RAC/NG-
RAC, SG-AC/NG-AC, SG-WP/ING-WP, SG-EG/NG-EG, and SG-CNG/NG-CNG to
their otherwise applicable rate schedules to ensure these customers receive proper
noticing should Southwest Gas, Staff, or another intervening party propose to

eliminate any of these rate schedules in that future proceeding.

. Southwest Gas agrees to revise its Contract Transition Adjustment Provision as

shown in Attachment 2 to this Stipulation and to implement a Large Customer
Adjustment Provision as shown in Attachment 3 to this Stipulation.

GENERAL PROVISIONS

. This Stipulation is entered into with the express understanding that it is a negotiated

resolution of the Stipulated Issues in this proceeding. The provisions of this Stipulation
are not severable. If the Commission does not accept this Stipulation, it shall be

withdrawn without prejudice to any claim made by any party to this proceeding.

. This Stipulation represents a compromise of the positions of the Signatories. As such,

the conduct, statements and documents disclosed in the confidential negotiation of
this Stipulation shall not be admissible as evidence in this Docket or in any other
proceeding. Unless otherwise stated herein, neither this Stipulation nor its terms, nor
the Commission’s acceptance or rejection of this Stipulation and its terms, shall have

any precedential effect in future proceedings.

. The Signatories agree and represent that all terms in this Stipulation are reasonable

and in the public interest, and that this Stipulation only grants relief that the

Commission is empowered to grant.
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4. The Signatories agree and represent that all terms in this Stipulation settle only issues
that relate to the instant proceeding.

5. This Stipulation may be executed in counterparts, all of which together shall constitute
the original executed agreement. Signatories may execute this Stipulation by
electronic transmission, which signatures shall be as binding and effective as original

signatures.

[signature pages to follow]
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This Amended Stipulation is entered into by each Signatory as of the date entered

below.

Date: 2/22/2024

Date:02/22/2024

SOUTHWEST GAS CORPORATION
drew V. Hall, Esq.
Assistant General Counsel

Vincent J. Vitatoe, Esq.
Associate General Counsel

REGULATORY OPERATIONS STAFF OF
THE PUBLIC UTILITIES COMMISSION
OF NEVADA

/8! Jesse N. Panoff

Jesse N. Panoff, Esq.

Date:02/22/2024

Date:02/22/2024

Assistant Staff Counsel
Rost C. Olsen, Esq.
Assistant Staff Counsel
Donald J. Lomoljo, Esq.
Staff Counsel

BUREAU OF CONSUMER PROTECTION

s/ Michael T. Saunders
Michael T. Saunders, Esq.
Senior Deputy Attorney General

SOUTHERN NEVADA GAMING GROUP

{s/ Lucas Foletta
Lucas Foletta, Esq.
McDonald Carano

Respectfully submitted this 22nd day of February 2024.
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