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I.  QUALIFICATIONS AND SUMMARY 1 

 2 

Q. Please state your name and business address. 3 

A. My name is Lane Kollen.  My business address is J. Kennedy and Associates, Inc. 4 

("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 5 

30075. 6 

 7 

Q. What is your occupation and by whom are you employed? 8 

A. I am a utility rate and planning consultant holding the position of Vice President and 9 

Principal with the firm of Kennedy and Associates. 10 

 11 

Q. Please describe your education and professional experience. 12 
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A. I earned both a Bachelor of Business Administration in Accounting degree and a Master 1 

of Business Administration degree from the University of Toledo.  I also earned a 2 

Master of Arts degree in Theology from Luther Rice University.  I am a Certified Public 3 

Accountant, with a practice license, Certified Management Accountant, and Chartered 4 

Global Management Accountant.  I am a member of numerous professional 5 

organizations. 6 

I have been an active participant in the utility industry for more than thirty years, 7 

both as an employee and as a consultant.  Since 1986, I have been a consultant with J. 8 

Kennedy and Associates, Inc., providing services to state government agencies and 9 

consumers of utility services in the ratemaking, financial, tax, accounting, and 10 

management areas.  From 1983 to 1986, I was a consultant with Energy Management 11 

Associates, providing services to investor and consumer owned utility companies.  From 12 

1976 to 1983, I was employed by The Toledo Edison Company in a series of positions 13 

encompassing accounting, tax, financial, and planning functions. 14 

I have appeared as an expert witness on accounting, tax, finance, ratemaking, and 15 

planning issues before regulatory commissions and courts at the federal and state levels 16 

on hundreds of occasions.  I have testified in numerous proceedings before the Kentucky 17 

Public Service Commission (“Commission”), including numerous base, fuel adjustment 18 

clause, and environmental surcharge ratemaking proceedings involving Big Rivers 19 

Electric Corporation, East Kentucky Power Cooperative, Kentucky Power Company, 20 
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Kentucky Utilities Company, and Louisville Gas and Electric Company.  In addition, I 1 

have testified before the Georgia Public Service Commission in multiple Atmos base 2 

rate proceedings.1   3 

 4 

Q. On whose behalf are you testifying? 5 

A. I am offering testimony on behalf of the Office of the Attorney General of the 6 

Commonwealth of Kentucky (“AG”).   7 

 8 

Q. What is the purpose of your testimony? 9 

A. The purpose of my testimony is to address and make recommendations regarding the 10 

Company’s proposal to increase the R&D Rider charge from $0.0035 per Mcf to 11 

$0.0174 per Mcf, or approximately five times greater than the present rate.  This 12 

increase in the R&D Rider is in addition to the base rate increase the Company seeks in 13 

Case No. 2015-00343. 14 

 15 

Q. Please summarize your testimony. 16 

A. I recommend that the Commission reject this proposed increase in the R&D Rider.  The 17 

proposed increase is a discretionary cost that the Company does not presently incur and 18 

1 My qualifications and regulatory appearances are further detailed in my Exhibit___(LK-1). 
 
 
 
 
 

                  
                           
 

                                                 



 Lane Kollen 
   Page 4  
 
 
 

will not incur if the Commission does not approve the Company’s request.2  The cost is 1 

not necessary for the provision of utility service.  In such cases, the cost should be 2 

economically justified as a minimum threshold for recovery.  Yet the Company has 3 

identified no quantifiable benefits to the Company’s customers resulting from the 4 

present R&D Rider charge, let alone any incremental benefit from the proposed increase 5 

in the charge.   6 

 7 

Q. Company witness Mr. Mark A. Martin testifies that the genesis of the charge was a 8 

cost incurred prior to 1999 by interstate pipeline companies charged to LDCs as a 9 

cost of purchased gas included in the Company’s Gas Cost Adjustment 10 

mechanism.3  Is the genesis of the cost relevant in this proceeding? 11 

A. No.  The cost, if it is incurred, is incurred directly by the Company and not through a 12 

pipeline charge.  It is discretionary and must be justified on an economic basis, not 13 

through statements describing general benefits to LDC customers. 14 

 15 

Q. Was the R&D Rider the result of a settlement in Case No. 99-070? 16 

 2 In the Company’s response to AG 1-8, it stated: “The Company's participation in a R&D funding 
program is purely voluntary.”  I have attached a copy of this response as my Exhibit___(LK-2). 
 3 Martin Direct at 3. 
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A. Yes.  Thus, although the Commission found that the settlement was “generally 1 

reasonable,” it never adjudicated the R&D Rider on its merits or the rate pursuant to the 2 

Rider on its merits.  Nevertheless, the AG does not seek to eliminate the R&D Rider or 3 

reduce the charge in this proceeding. 4 

 5 

Q. Has the Company economically justified the increase in the R&D Rider charge? 6 

A. No.  The Company offered no quantification of benefits and could not or would not 7 

provide a quantification of savings in response to AG discovery.4  In addition, the 8 

Company acknowledged that it had not reflected any savings in the revenue requirement 9 

in Case No. 2015-00343.5 10 

 11 

Q. Should the Commission require customers to pay for projects undertaken by the 12 

Gas Technical Institute (“GTI”) or similar research or commercialization 13 

organization for research and development activities that are commercialized by 14 

private industry?   15 

A. No.  While I do not recommend that the Commission eliminate the present R&D Rider 16 

charge, such collections effectively subsidize research and development activities that 17 

benefit private industry.  While such activities may benefit society generally and 18 

 4 Response to AG 2-1, a copy of which I have attached as my Exhibit___(LK-3). 
 5 Response to AG 1-10, a copy of which I have attached as my Exhibit___(LK-4). 
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ultimately may benefit customers in the Commonwealth indirectly, such activities 1 

should be selected and funded by private industry.  The Company certainly offered no 2 

reason, let alone any compelling reason, to subsidize private industry. 3 

   4 

Q. Do Kentucky customers already pay an equitable share of the amounts collected 5 

from customers in all its rate divisions by Atmos Energy Corporation (“AEC”) and 6 

remitted to GTI? 7 

A. Yes.  Kentucky customers already pay more than an equitable share compared to the 8 

Kentucky rate division allocation of other corporate costs incurred by Division 002 9 

Shared Services.  Kentucky customers have paid 5.6% of the total amounts collected by 10 

AEC and remitted to GTI in the most recent five years.6  This compares to the composite 11 

factor of 5.26% used to allocate other corporate level costs from Division 002 through 12 

Division 091 Kentucky/Mid-States to the Kentucky rate division in the Company’s filing 13 

in Case No. 2015-00343. 14 

 15 

Q. Is the Company’s proposal to increase the allocation to the Kentucky rate division 16 

and the cost to Kentucky customers reasonable? 17 

 6 AEC collected an average of $61,633 annually from Kentucky customers over the last five years, based 
on the response to AG 1-2.  I have attached a copy of this response as my Exhibit___(LK-5).  AEC collected an 
average of $1,091,649 annually from customers in all rate divisions over the last five years, based on the response 
to AG 1-3.  I have attached a copy of this response as my Exhibit___(LK-6). 
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A. No.  Under the Company’s proposal to increase the R&D Rider charge, it will collect 1 

$278,000 annually from Kentucky customers, an increase of $222,000, according to Mr. 2 

Martin.7  This will increase the Kentucky share of the total amounts collected by AEC 3 

and remitted to GTI to 21.6%, more than four times the allocation to the Kentucky rate 4 

division using the Company’s proposed 5.26% composite factor for Division 002 in 5 

Case No. 2015-00343. 6 

 7 

Q. Are there other AEC rate divisions that contribute nothing to the GTI activities? 8 

A. Yes.  If AEC believes it is necessary to increase its corporate collections and remittances 9 

to GTI, then it should seek to recover these amounts from the Colorado, Kansas, and 10 

Tennessee rate divisions, which presently do not provide any funding.8 11 

 12 

Q. Does this complete your testimony? 13 

A. Yes.14 

 7 Martin Direct at 4. 
 8 Response to AG 1-9.  I have attached a copy of this response as my Exhibit___(LK-7). 
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