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I. INTRODUCTION

Please state your name and business address.
My name is Agustin J. Ros, and my business address is 265 Franklin St., 10" floor,
Suite 1005, Boston Massachusetts, 02110. My email address is

augie.ros@ankura.com.

By whom are you employed and in what capacity?
I am employed by Ankura Consulting Group (“Ankura”) as a Senior Managing

Director.

Would you please state your educational and professional background?

I received a B.A. in economics from Rutgers University in Newark, New Jersey and
an M.S. and Ph.D. in economics from the University of Illinois at Champaign-
Urbana.

I began my professional career as Assistant to the Chairman of the Illinois
Commerce Commission (“ICC”) where I advised the Chairman on economic and
policy matters before the ICC, including ratemaking and cost of service issues in the
electricity sector. I have more than thirty years of consulting experience in the field
of public utilities with an emphasis on cost of service, ratemaking and competition in
the electric utility industry. I have filed testimony and expert reports on electricity
cost of service and rate regulation before a U.S. Federal District Court and before

regulatory agencies in North America including the U.S. Federal Energy Regulatory
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Commission (“FERC” or “Commission”), state public utilities commissions in the
U.S., the Newfoundland and Labrador Board of Commissioners of Public Utility, the
Régie de I’énergie du Québec, and the Alberta Public Utilities Commission. I have
taught at the annual Edison Electric Institute (“EEI”’) Advanced Rate Course in
Madison, Wisconsin on embedded and marginal cost of service as well as efficient
rate design principles and practices. I have published peer-reviewed academic
articles involving electricity costs and demand as well as topics in other regulated
industries in the Journal of Regulatory Economics, Energy Journal, Review of
Industrial Organization, Review of Network Economics, Telecommunications Policy
and Info. I am an Adjunct Instructor at Tufts University in Medford, Massachusetts

where I teach a course on the economics of energy.

Have you previously testified before the Commission?

No.

II. SCOPE AND SUMMARY OF TESTIMONY

What is the purpose and scope of your testimony?

I have been engaged by Washington Utilities and Transportation Commission
(WUTC or Commission) Staff to recommend an appropriate productivity offset

(X factor) for the proposed revenue indexing cap and cost containment measures
found in Staff witness Kolesar’s testimony (Exh. MK-1T) in the matter of the Puget

Sound Energy (PSE) General Rate Case, Dockets UE-260005, Docket UG-260006,
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and Docket UE-260113. I am the principal author of a report entitled “Total and
Partial Factor Productivity for U.S. Electric and Gas Distribution Utilities” (Ankura
Report) which presents the methodology, data and calculations of the productivity

offset (X factor) which I summarize in this testimony.

Please summarize your recommendations.
For PSE’s electricity revenue indexing cap, I recommend an X factor of
-0.26 percent. For PSE’s natural gas revenue indexing cap, I recommend an X factor

of'-0.30 percent.

Have you prepared any exhibits in support of your testimony?

Yes. I prepared Exhibits AR-2 through AR-3, listed above in the List of Exhibits.

III. RECOMMENDED PRODUCTIVITY OFFSET (X FACTOR)

What is the X factor you are recommending the Commission include as part of
the externally indexed revenue cap formula proposed by Staff witness Kolesar?
There are two separate X factors that I recommend. One for use in PSE’s electricity
revenue indexing cap and one for use in PSE’s natural gas revenue indexing cap. For
PSE’s electricity revenue indexing cap, I recommend an X factor of -0.26 percent.
For PSE’s natural gas revenue indexing cap, I recommend an X factor of

-0.30 percent.
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How did you conclude that this was the appropriate X factor?

The methodology, data, and analysis for my conclusions are fully documented in the
Ankura Report, see Exh. AR-3. In the Ankura Report I calculate the U.S. electricity
distribution industry and the U.S natural gas distribution industry total factor
productivity (“TFP”) and partial factor productivity (“PFP”). These studies provide
support for my recommendations on the appropriate X factors to apply to the PSE

revenue index plans.

What are the primary aspects of the Ankura Report?
TFP growth is defined as a company’s growth in outputs minus a company’s growth
in all inputs used in production over a set period. PFP growth is a company’s growth
in outputs minus a company’s growth in a subset of inputs used in production over a
set period. There are two broad sets of inputs used by companies—including U.S.
electricity and natural gas distribution companies: (1) capital-related inputs (e.g.
poles, conductors/lines, substations efc., for electricity distribution and steel pipes,
valves, efc., for natural gas distribution) and, (ii) operations and maintenance
(“O&M”) consisting of labor expenses, materials, rents, services, etc. Capital PFP
growth is a company’s growth in outputs minus a company’s growth in capital inputs
while O&M PFP growth is a company’s growth in outputs minus a company’s
growth in O&M inputs.

In order to calculate TFP and PFP, we constructed an Excel-based electricity
distribution TFP and PFP model (“electricity productivity model”’) and a separate

Excel-based natural gas distribution TFP and PFP model (“gas productivity model”)
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using data from the Federal Energy Regulatory Commission (“FERC”), filings
before state public utility commissions (“state PUCs”), the Energy Information
Administration (“EIA”), and other sources. In our electricity productivity model, we
have data available for 87 electric-distribution companies, representing
approximately 60 percent of total U.S. electric customers. We calculate output and
input indices for each company for each year over the period 2001 to 2022. Our
electricity productivity model shows that electric-industry O&M PFP growth during
the period 2001 to 2022 averaged -0.26 percent.

In our gas productivity model, we have data available for 76 natural gas
distribution companies, representing approximately 50 percent of total U.S. gas
customers. We calculate output and input indices for each company for each year
over the period 2009 to 2023. Our gas productivity model shows that natural gas
industry O&M PFP growth during the period 2009 to 2023 averaged -0.30 percent.

The Washington Utilities and Transportation Commission Staff (“Staff”) and
Staff witness Kolesar use the results of our O&M PFP studies to determine a key
parameter of a Multi-Year Rate Plan (“MRP”) for Puget Sound Energy (“PSE”).

For more information regarding my conclusions and recommendations, see

Exh. AR-3.

Did others work with you to create your report (Exh. AR-3)?
Yes. Rebekah Klemm and Ying Zhang are co-authors of the Ankura Report and
worked on the analysis and report under my direct supervision. I reviewed their work

and adopt the entire report as my own.
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Q.  Does this conclude your testimony?

Yes.
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