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	STAFF'S FIRST SET OF INTERROGATORIES TO
	Office of Public Counsel (Nos. 1- 18)
	DEFINITIONS
	INTERROGATORIES
	1. Please refer to page 7, lines 10 - 12. Did witness Garrett perform any studies or analyses to demonstrate that the national average of awarded ROEs are above the market-based cost of equity for the natural gas utilities included in witness Garrett’...
	2. Please refer to page 7, lines 12 – 15. Is witness Garrett suggesting that if the Commission set the allowed ROE for PGS to the national average it would not result in a fair return based on the Hope and Bluefield standard?
	3. Please refer to Exhibit DJG-14. In the last row at the bottom of the page in column [2], witness Garrett lists the average authorized ROE for Gas Utilities as 9.67 percent. Is 9.67 percent the “national average” to which witness Garrett refers thro...
	4. Please refer to page 13, line 3. Is witness Garrett’s use of the term “more realistic cost of equity estimate” synonymous with the investor required return?
	5. Please refer to page 14, lines 8 – 11. Other than comparing utility company beta measurements, did witness Garrett perform any studies or analyses to demonstrate PGS is a “very low-risk asset” as compared to the market?
	6. Please refer to page 14, lines 16 through 21. Is witness Garrett testifying that PGS’s market-based cost of equity is 6.9%?
	7. Please refer to page 16. Beginning on line 4, witness Garrett states that Mr. Hevert did not follow conventional approaches when estimating the ERP. Please explain what witness Garrett defines as conventional approaches for estimating the ERP.
	8. Please refer to page 16. Beginning on line 15, witness Garrett refers to the [ERP] results estimated and reported by thousands of survey respondents and other experts. Please elaborate and explain who are the “thousands of survey respondents and ot...
	9. Did witness Garrett perform any analyses or conduct any studies to evaluate if his recommended ROE of 9.5 percent would affect Peoples Gas System’s cash flow and credit metrics? If not, please explain why he did not.
	10. Please refer to page 24. Beginning on line 19, witness Garrett states that the cost of capital should be closely tied to economic realities. Please explain witness Garrett’s understanding and belief if it is sound regulatory policy in this case to...
	11. Please refer to page 31, lines 1 - 2. Did witness Garrett perform any analyses or conduct any studies to support his testimony that PGS is a low-risk firm? If not, please explain why he did not.
	12. Beginning on page 34, witness Garrett discusses risk and return concepts. Did witness Garrett perform any analyses to compare the business risk and financial risk of PGS to the companies in the proxy group? If not, please explain why he did not.
	13. Please refer to page 26, lines 6 - 8 of witness Garrett’s testimony.
	a. Please define “utility stocks” as used in the sentence.
	b. Did witness Garrett perform any analyses or conduct any studies to support his testimony that utility stocks are far less risky than the average stock in the marketplace? If  affirmative, please identify any documents witness Garrett relied upon to...
	c. Did witness Garrett perform any analyses or conduct any studies to quantify the degree of risk for utility stocks as compared to the average stock in the marketplace?

	14. Please refer to page 62, lines 13 – 15. Is the CAPM the only measure of risk inherent in a business? How does the CAPM measure business risk in the natural gas distribution business?
	15. Please refer to page 65, lines 4 – 6. Please define or explain the “average stock in the market” in the context used by witness Garrett.
	16. On page 70, witness Garrett explains his implied ERP calculation. Please explain why witness Garrett chose a period of the past six years. Why not five years, ten years, or twenty years?
	17. Please refer to page 31, line 19 through page 32, line 2. Did witness Garrett perform any analyses or conduct any studies to determine what form of cost of capital models were relied upon more frequently or given more weight by regulators to deter...
	18. Please refer to Exhibits DJG-6 and DJG-9 attached to witness Garrett’s testimony. Please explain why witness Garrett used a growth rate of 3.90 percent in his DCF model in Exhibit DJG-6 and a growth rate of 5.37 percent in his CAPM implied ERP est...
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