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Southwest Gas Corporation (Southwest Gas) hereby submits its Annual Risk Spending

Accountability Report (RSAR) pursuant to Decisions 19-04-020 and 22-10-002. Southwest Gas’
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EXECUTIVE SUMMARY

In compliance with Decision (D.) 19-04-020" and D.22-10-002,2 Southwest Gas submits this
annual Risk Spending Accountability Report (RSAR) for the period January 1, 2022 through
December 31, 2022

Company Overview

Southwest Gas has two distinct and separate service territories in northern and southern
California. Areas served in northern California include North Lake Tahoe, South Lake Tahoe and
Truckee. In southern California, Southwest Gas serves Big Bear, Needles, Barstow, Victorville
and other surrounding cities in the high desert area. For the purposes of ratemaking treatment,
Southwest Gas has three rate jurisdictions: Southern California, Northern California and South
Lake Tahoe.

BACKGROUND

On April 25, 2019, the Commission approved D.19-04-020, which adopted a Voluntary Risk-
Based Decision-Making Framework for use by the small and multi-jurisdictional utilities (SMJU),
including Southwest Gas, in their general rate cases. D.19-04-020 also adopted a schedule for
the SMJU’s to submit their first RSAR after the general rate case proceeding in which funding for
risk mitigation spending is authorized. Southwest Gas filed its Test Year (TY) 2021 General Rate
Case on August 30, 2019 (Application (A.) 19-08-015), which included a risk-based decision-
making framework and associated funding requests for risk-based infrastructure programs (Risk
Programs). Pursuant to Ordering Paragraph 13 in D.19-04-020, Southwest Gas’ first RSAR is due
on June 30, 2022 for the 2021 reporting period.

Southwest Gas TY 2021 General Rate Case — A.19-08-015

On March 24, 2021, the Commission issued D.21-03-052, approving the Joint Motion for
Settlement Agreement in A.19-08-015. Pursuant to D.14-12-025% and D.19-04-020, Southwest
Gas included a risk-informed decision-making framework in A.19-08-035 that identified and
evaluated several risks, reviewed existing controls, and developed three proposed mitigations to
address the identified risks. D.21-03-052, authorized the following Risk Programs and annual
target spend budgets (Table 1) for the 2021-2025 General Rate Case cycle:

Targeted Pipe Replacement Program — This program will replace eligible pre-1961 vintage
distribution and high-pressure steel pipelines and DriscopipeTM 7000 distribution plastic pipelines
in the Southwest Gas Southern California jurisdiction only.

School COYL Replacement Program — A COYL is the primary customer-owned gas piping that
begins from the service point of delivery at the outlet of Southwest Gas’ meter located at the
property line or public right-of-way and extends underground from the meter to the building or gas
utilization equipment where gas is consumed. COYLs are not owned, maintained, or inspected

' D.19-04-020 — Phase Two Decision Adopting Risk Spending Accountability Report Requirements and
Safety Performance Metrics for Investor-Owned Ultilities and Adopting a Safety Model Approach for Small
and Multi-Jurisdictional Utilities.
2 D.22-10-002 — Decision Addressing Phase 1 Tracks 3 and 4 Issues, dated October 6, 2022, issued in
Rulemaking (R.) 20-07-013 — Rulemaking to Further Develop a Risk-Based Decision-Making Framework
for Electric and Gas Ultilities.
3D.14-12-025 — Decision Incorporating a Risk-Based Decision-Making Framework Into the Rate Case Plan
and Modifying Appendix A of Decision 07-07-004.
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by Southwest Gas. This program will prioritize and replace known school COYLs within its three
rate jurisdictions.

Meter Protection Program — Due to heavy snow loads in portions of Southwest Gas’ California
rate jurisdictions, the Company’s risk-informed assessment identified the need to implement a
comprehensive and proactive program to protect the Company’s meter sets from damage due to
snow and ice loading. Southwest Gas’ proposed Meter Protection Program consists of the
following components that the Company would evaluate and implement as appropriate for each
eligible meter set assembly: 1) retrofitting meters with customer-owned sheds where none
currently exist; 2) evaluating and installing excess flow valves (EFV) on certain service lines; and
3) upgrading the meter encoder receiver transmitter (ERT) device to allow for daily meter usage
monitoring.

Table 1

. School Customer-Owned .

Rate Jurisdiction VDL 0 Yard Line (COYL) ST AR
Replacement Program Program
Replacement Program

Southern California $18,000,000/year $1,000,000/year $1,000,000/year
Northern California $500,000/year $1,000,000/year
South Lake Tahoe $500,000/year $1,800,000/year
TOTAL 2021-2025 $90,000,000 $10,000,000 $19,000,000

D.22-10-002

On October 6, 2022, the Commission approved D.22-10-002, which “...refines certain reporting
requirements for the...[RSAR]...required of investor-owned utility (IOU) and...[SMJU]... pursuant
to D.19-04-020 and D.14-12-025.” Per OP 4,

...[The SMJU]...shall implement the following changes to their...[RSAR]...,starting
with the RSAR report due immediately following each utility’s next general rate
case (GRC) application:

a. File imputed costs for all years in the GRC cycle for all spending categories
and safety, reliability and maintenance (SRM) programs within six months of
the adoption of a GRC revenue requirement, including for GRC applications
approved via Settlement Agreement or the first RSAR related to a new GRC,
whichever comes first. Associate each spending category or SRM program
with a major line of business.

b. Report units for each RSAR SRM program. If no units are available provide
explanation for not tracking units.

c. Provide variance explanation if variance is greater than +/- 15 percent of the
imputed cost or units.

d. Track annual and cumulative costs and annual and cumulative work units
through the entire GRC cycle.

e. Forecast SRM program scope, schedule, and cost for the GRC cycle.

f.  Identify SRM program status as proceeding as planned, canceled, deferred
emergent, or expanded.

g. Report all costs, not only SRM costs. Non-SRM programs do not require units
or variance explanations. The roll-up of operations and maintenance expense

41d. at pg. 2.



and capital programs should represent the total direct costs for each type of
spend for the year.

h. Support each RSAR filing with an electronic submittal of RSAR tables as a
single table.

i. Clearly identify wildfire mitigation plan programs in the GRC applications and
track through the RSAR.

Additionally, per OP 5 in D.22-10-002, the SMJU are directed to file their RSARs annually by May
1 in their most recent GRC proceeding where the RSAR costs are imputed and with the Energy
Division at energydivisioncentralfiles@cpuc.ca.gov.

REPORT

Per OP 4, the aforementioned refined RSAR requirements are to begin with the RSAR report due
immediately following the SMJU’s next GRC. As noted above, Southwest Gas’ last GRC was
approved in March 2021. As such, Southwest Gas’ 2022 RSAR does not include the refined and
additional requirements. Southwest Gas’ next GRC is expected to be filed in August 2024, for a
2026 test year. Inits RSARs subsequent to Southwest Gas’ 2024 rate case, Southwest Gas will
include the RSAR refinements required pursuant to OP 4.

Included in Attachment 1 is Southwest Gas’ RSAR for its above Risk Programs and also other
safety, reliability, and maintenance activities. The RSAR is broken out by rate jurisdiction.

2022 Authorized Spending

Table 1 above provides the annual target spend for each authorized Risk Program. Southwest
Gas Risk Programs contain capital costs only. Southwest Gas utilizes one regulatory account for
its Risk Programs and established Program Reference numbers for each program. Additionally,
for the Meter Protection Program, Southwest Gas uses three additional Program Reference
numbers to distinguish between the three program components described below. The
establishment of this accounting structure enables Southwest Gas to appropriately distinguish
and track the spend for its Risk Programs by rate jurisdiction and program. Southwest Gas Risk
Programs budgets have targeted annual spends but have been authorized on a cumulative basis.
Variance explanations have been provided for differences between 2021-2022 cumulative
budgets and actuals.

Southwest Gas has also included Operations and Maintenance Expenses (O&M) authorized by
FERC account where it has identified costs related to safety, reliability, and maintenance
activities. For the FERC accounts provided in Attachment 1, Southwest Gas derived the 2022
authorized spending amounts by escalating the Commission-authorized TY 2021 GRC amounts
by its authorized Post-Test year Margin (PTYM) escalation factor of 2.75 percent for one year.
The annual 2.75 percent PTYM escalation factor is applied equally to all components of the cost
of service. Variance explanation have been provided for differences between 2022 escalated and
actual spend amounts.

CONCLUSION

Southwest Gas appreciates the opportunity to provide this RSAR.
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