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Q.
Please state your name and business address.

A.
My name is Katherine D. Mosley.  My business address is Nine Greenway Plaza, Houston Texas 77046.
Q.
By whom are you employed and  in what capacity?

A.
I am Manager of the ANR Pipeline Company ("ANR") Rates and Regulatory Affairs Department with responsibility for tariffs, rate design and special projects for ANR, High Island Offshore System ("HIOS"), and for jurisdictional storage companies managed by ANR. 

Q.
What is your educational and professional background?

A.
I received a Bachelor of Science degree in accounting from Louisiana Tech University in March 1978.  I received my Certified Public Accountant certificate in September 1984.  I began working for United Gas Pipeline Company (“United”) in March 1978 as a junior accountant in the Controller’s office.  I continued in that department in positions of increasing responsibility and became a senior accountant in the area of financial reporting.



In 1984, I joined United’s rate department as the coordinator of special projects and held various positions of increasing responsibility until 1987 when I became Manager of Rates with responsibility for Cost of Service, Cost Classification and Allocation, Rate Design, the Purchased Gas Cost Adjustment and the Tariff.  In March 1990, I left United to become Division Manager of Regulatory Affairs for the City of Houston and held various positions of increasing responsibility until 1995 when I became Deputy Director of Finance and Administration responsible for the City’s regulation of electric, gas and water utilities, cable television, vehicles for hire, franchising of right-of-way users, and various administrative functions.  In April 2001, I began working for El Paso Corporation ("El Paso"), and assumed my current responsibilities.

Q.
Have you previously prepared testimony or testified in any other proceedings before the FERC?

A.
Yes.  I have filed prepared testimony in three proceedings and testified at two hearings before the FERC.
Q.
What is the purpose of your testimony in this case?

A.
My testimony will provide an explanation for the exhibits which I am sponsoring.  

Q.
Which exhibits are you sponsoring in this case?

A.
I am sponsoring the following exhibits:
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Exhibit No. HIO-53




I-1(a)
Functionalization of Cost-of-Service

Exhibit No. HIO-54




I-1(b)
Incremental and Non-Incremental













Cost of Service


Exhibit No. HIO-55




I-1(c)
Cost of Service by Zone


Exhibit No. HIO-56




I-1(d)
Allocation of Common and Joint
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Exhibit No. HIO-57




I-2

Classification of Cost of Service

Exhibit No. HIO-58




I-3

Allocation of Cost of Service
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Exhibit No. HIO-59




I-4

Transmission & Compression of Gas













By Others

Exhibit No. HIO-61




J

Comparison and Reconciliation of













Estimated Operating Revenues With













Cost-of –Service

Exhibit No. HIO-62




J-1

Summary of Billing Determinants

Exhibit No. HIO-63




J-2

Derivation of Rates.
Q.
Please describe Schedule I-1(a) (Exhibit No. HIO-53).

A.
Commission regulations state that Schedule I-1(a) should contain the cost of service separated by function of facility.  HIOS’ only function is the transmission of natural gas and therefore all of HIOS’ costs are functionalized as transmission
Q.
Please explain Schedules I-1(b), I-1(c) and I-1(d) (Exhibit Nos. HIO-54 through HIO-56).
A.
These schedules are not applicable to HIOS, and are included solely for the purpose of complying with the Commission’s regulations.  None of the HIOS facilities are billed on an incremental basis (Schedule I-1(b), Exhibit No. HIO-54).  HIOS does not utilize a zoned rate methodology and is not proposing a zoned rate methodology in this case (Schedule I-1(c), Exhibit No. HIO-55).  HIOS has no common or joint costs that require allocation (Schedule I-1(d), Exhibit No. HIO-56).
Q.
Please explain Schedule I-2 (Exhibit No. HIO-57).

A.
Schedule I-2 is the classification of cost of service.  This schedule reflects the classification of costs, by cost of service element, between fixed and variable costs and between reservation costs and usage costs. On the HIOS system, reservation costs equal fixed costs and usage costs equal variable costs.  I inspected FERC Account Nos. 853 and 864, accounts historically considered to include variable costs, and determined the amount of variable costs in those accounts.  Based on my determination, the $35,558,928 cost of service on Statement A (Exhibit No. HIO-1) contains total fixed costs of $35,138,336 and total variable costs of $420,592.  Variable costs of $412,981 are contained in the materials and other expenses component of FERC Account No. 853, Compressor Station Labor and Expenses.  Variable costs of  $7,611 are contained in FERC Account No. 864 Maintenance of Compressor Station Equipment.
Q.
Please explain Schedules I-3 and I-4 (Exhibit Nos. HIO-58 and HIO-59). 
A.
With regard to Schedule I-3, HIOS does not directly allocate costs to rate schedules but rather calculates a system-wide rate.  Rates for each service are derived from the system-wide rate (Schedule J-2, Exhibit No. HIO-63).  HIOS does not have contracts with third parties for transportation and compression of gas by others (FERC Account No. 858).  Therefore, Schedule I-4 is not applicable to HIOS.
Q.
Please describe Schedule J-1 (Exhibit No. HIO-62).

A.
Schedule J-1 is a summary of billing determinants.  This schedule reconciles total billing determinants for the twelve months ended September 30, 2002, as adjusted (test period billing determinants), shown on Schedule G-2, page 1, column 6 (Exhibit No. HIO-25), to the rate design determinants reflected on line 3, columns 3 and 4 of Schedule J-2 (Exhibit No. HIO-63). The adjustments I made to test period billing determinants to arrive at rate design determinants are reflected in columns 3 through 6 of Schedule J-1.
Q.
Did you develop or use a discount adjustment in this case?

A.
No.  HIOS does not discount its transportation services.
Q.
 How did you derive the test period billing determinants shown on Schedule J-1, column 2?
A.
I obtained the test period billing determinants reflected on Schedule G-2, page 1, column 6, from HIOS witness Joan F. Collins.
Q.
Please explain the first adjustment you made reflected in column 3 of Schedule J-1.
A.
Consistent with HIOS’ current rate design, I imputed reservation determinants for interruptible long haul and short haul services so that the rates for these services would share in fixed cost responsibility.

Q.
How did you calculate the imputed reservation design determinants for IT services shown on lines 7 and 8 of column 3 of Schedule J-1?

A.
The imputed reservation design determinants for IT services were calculated based on the test period billing determinants shown on lines 17 and 18 of column 2.  I divided the test period billing determinants by 365 days to compute the reservation determinants which are expressed on a daily basis.
Q.
Did you impute billing determinants for any other service?

A.
Yes.  Consistent with HIOS' current rate design, I also imputed reservation determinants for FT-2 as shown on line 4 of column 3.
Q.
Why is it necessary to impute reservation design determinants for FT-2 when there is an MDQ associated with this service?

A.
According to HIOS' tariff, FT-2 service is billed on a volumetric rate rather than on a two part rate (reservation and commodity) if a shipper's actual throughput is 80% or greater of their MDQ.  The shipper then pays the volumetric rate only on the volume actually moved.  Test period billing determinants for the FT-2 rate schedule are  approximately 80% of the combined MDQ of FT-2 customers.  Therefore, in order to ensure that the rates for FT-2 service would share in fixed cost responsibility at the appropriate level, I imputed reservation determinants for FT-2 service at a level consistent with expected throughput.
Q.
How did you calculate the imputed reservation determinants for FT-2?

A.
The imputed reservation design determinants for Rate Schedule FT-2 were calculated based on the test period billing determinants shown on line 14, column 2, of Schedule J-1.  I divided the test period billing determinants by 365 days to compute the reservation determinants which are expressed on a daily basis.
Q.
Were any other adjustments necessary to develop design determinants consistent with the design determinants underlying current rates?

 A.
Yes. The adjustment reflected in column 4, lines 8 and 18 of Schedule J-1, was also needed.  All volumes received downstream of High Island Block A-264 are billed at 40% of the long haul rate.  Consequently, I reduced reservation and commodity billing determinants in this case for interruptible short haul accordingly.  

Q.
How did you calculate this adjustment?
A 
I reduced the short haul IT imputed reservation determinants shown on line 8, column 3 of Schedule J-1 and the test period commodity billing determinants shown on line 18, column 2 of Schedule J-1, by 60%.  This adjustment leaves 40% of the imputed reservation determinants and 40 % of the test period commodity billing determinants applicable to short haul IT for rate design purposes.

Q. Did you make other adjustments to billing determinants?

A. Yes, as directed by HIOS witness Richard W. Porter, I also made the adjustments shown in columns 5 and 6 of Schedule J-1, to reflect the rate design modifications proposed by Mr. Porter.
Q. Please explain the adjustment shown in column 5, line 4, of Schedule J-1.
A. The adjustment shown in column 5 is necessary to incorporate the FT-2 service differential modification to HIOS’ rate design explained by Mr. Porter in his testimony.  To compute this adjustment, I reduced the imputed reservation determinants for Rate Schedule FT-2 reflected on line 4 of column 3, by 5%, leaving 95% of the imputed reservation determinants for design purposes.
Q. Please explain the adjustment shown in column 6, lines 7 and 8 of Schedule J-1.
A.
The adjustment shown in column 6 is necessary to incorporate the IT service differential modification to HIOS’ rate design explained by Mr. Porter in his testimony.  To compute this adjustment, I increased the imputed reservation determinants for IT long haul and short haul service reflected on lines 7 and 8 of column 3, by 3.5%. 

Q. Did you make any other adjustments to billing determinants?

A. No.  The rate design determinants in column 7 of Schedule J-1 are the sum of the test period billing determinants reflected in column 2 and the adjustments reflected in columns 3 through 6. 
Q. Please describe Schedule J-2 (Exhibit No. HIO-63).

A. Schedule J-2 reflects the derivation of rates by component for services performed by HIOS.

Q.
Were there any changes in the method used for the derivation of rates in this case from the method used in developing existing HIOS rates?
A.
Yes, although consistent with the methodology underlying existing rates, I computed rate derivation factors and applied those factors to a system-wide rate.  The billing determinants for FT-2 and IT service were adjusted to reflect the rate design modifications proposed by Mr. Porter.  These adjustments were previously discussed in my testimony.
Q.
Please explain.

A.
Currently, the system-wide rate is used to derive both the FT and FT-2 rates, and consequently, the rates for FT and FT-2 service are equal. The IT long haul rate is a 100% load factor rate based on the system-wide rate. The IT short haul rate is 40% of the IT long haul rate.  The overrun rate for all services is equal to a 100% load factor derivative of the FT rate.  As I have previously described, the FT-2 rate proposed in this case is 95% of the system-wide rate. The IT long haul rate proposed in this case is 103.5% of the system-wide 100% load factor rate.  The IT short haul rate remains 40% of the IT long haul rate.  The overrun rates for FT service are equal to the IT rates and the overrun rates for FT-2 are a 100% load factor derivative of the FT-2  rate. 
Q.
Please explain Schedule J-2.

A.
Line 1 of Schedule J-2 reflects the test period cost of service and fixed and variable costs from Schedule I-2 (Exhibit No. HIO-57).  A system-wide rate for HIOS is derived in lines 2 through 4.  Line 3 shows reservation and commodity rate design determinants from Schedule J-1 (Exhibit No. HIO-62).  Column 3, line 4, reflects a system-wide reservation rate, which is computed by dividing the fixed costs in column 3, line 1, by the total of the daily reservation determinants in column 3, line 3, multiplied by 12 months.    [$35,138,336 ÷ (573,290 * 12 months)] = $5.1077.  Column 4, line 4, reflects a system-wide commodity rate which is computed by dividing the variable costs on line 1, column 4, by the commodity determinants on line 3, column 4. [$420,592 ÷ 204,930,037] = $0.0021.  Lines 5 through 19 reflect the rate derivation by component for each of HIOS’ services.  Column 2 contains the rate derivation factors applied to the system-wide rates on line 4 to develop the rate for each service. The rate derivation factors are based on the 5% and 3.5% adjustments discussed above. 
Q.
Please explain the calculation of the firm service reservation rates and the firm service commodity rates.

A.
The proposed reservation rate for FT service is in column 3, line 7.  It is equal to 100% of the system-wide reservation rate.  The reservation rate for FT-2 is in column 3, line 8.  It is computed by multiplying the system-wide reservation rate by the derivation factor of 95% in column 2, line 8.  Commodity rates for both FT and FT-2 are equal to the system-wide commodity rate.

Q.
Please explain the calculation of the interruptible service rates.

A.
The IT long haul rate proposed in this case is in column 3, line 18.  It is computed by multiplying the system-wide reservation rate by the derivation factor of 103.5% in column 2, line 18, and then computing a 100% load factor rate. [((($5.1077 * 1.035) * 12 months) ÷ 365 days) + $0.0021] = $0.1759.  The IT short haul rate is 40% of the IT long haul rate.  [40% * $0.1759] =  $0.0704.
Q.
Please explain the calculation of the FT long haul and short haul overrun rates.
A.
The proposed FT overrun rates are in column 3, lines 13 and 14.  The long haul rate on line 13 is equal to the IT long haul rate.  The short haul rate on line 14 is equal to the IT short haul rate.

Q.
Please explain the calculation of the FT-2 long haul and short haul overrun rates.

A.
The proposed FT-2 overrun rates are in column 3, lines 15 and 16.  The long haul rate on line 15 is a 100% load factor derivative of the FT-2 rate.  It is computed by multiplying the FT-2 reservation rate in column 3, line 8, by 12 months, then dividing the total by 365 days and adding the FT-2 commodity rate on line 11, column 3.  [(($4.8523 * 12 months) ÷ 365 days) + $0.0021] = $0.1616 .  The short haul rate on line 16 is 40% of the long haul rate. 

Q.
Please describe Statement J (Exhibit No. HIO-61).

A.
Statement J is a comparison and reconciliation of test period revenues to the test period cost of service.  Total revenues by rate schedule for the twelve months ended September 30, 2002, as adjusted, from Schedule G-2 (Exhibit No. HIO-25) are compared to the classified cost of service for the twelve months ended September 30, 2002, as adjusted, in Statement I-2 (Exhibit No. HIO-57).  This schedule reflects a deficiency in test period design revenues of $8,436.
Q.
Does this conclude your testimony?

A.
Yes.
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