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To serve the public interest and avoid irreparable harm to the customers of East
Ohio Gas Company d/b/a Dominion East Ohio (“DEO” “Company” or “Intervening
Appellee”), the Office of the Ohio Consumer’s Counsel (“OCC” or “Appellant™)
respectfully moves this Court, pursuant to S.Ct. R. XIV, Section 4, to issue an order
granting a Stay of Execution of an Opinion and Order (“Order”) and an Entry of the
Public Utilities Commission of Ohio (“PUCQ,” “Commission” or “Appellee”). The
Order and Entry were journalized on October 15, 2008 and October 22, 2008,
respectively, and are attached hereto as Exhibit A and Exhibit B. Pursuant to the stay
provisions in R.C. 4903.16, OCC seeks to stay the effective date (October 2009) of the
next phase of the objectionable rate design that the PUCO authorized DEO to impose on
residential customers. For the reasons set forth in the following Memorandum in

Support, the requested Stay of Execution should be granted.
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MEMORANDUM IN SUPPORT

I INTRODUCTION

The Office of the Ohio Consumers’ Counsel (“OCC™) moves to stay the PUCO’s
Order and Entry that provide DEQO with an illegal and unreasonable means to collect
distribution service rates from customers. The illegal and unreasonable means 1s the rate
design the PUCO ordered DEQ to implement for collecting revenues related to
distribution service from customers. This rate design, known as Straight Fixed Variable
(“SFV™), is the subject of the underlying appeal now before this Court.’

The PUCO denied the OCC’s Application for Rehearing on December 19, 2008.2
OCC subsequently filed a Motion to Stay the implementation of the October 15, 2008

Opinion and Order (Ex. A) and issuance of the Entry (Ex. B) approving the tariffs with

' The appeal also presents issues of inadequate notice under R.C. 4909.18 {Appx.
000006) and 4909.19 (Appx. 000009).

% In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its Gas Distribution Service, PUCO Case No.
07-829-GA-AIR, et al., Entry on Rehearing (Ex. D) at 16 (Dec. 19, 2008).



| the PUCO.> As of the date of this Motion, the PUCO has not ruled on the Motion to Stay
Implementation of Residential Stage 2 Tariffs (Ex. C). Therefore, on April 10, 2009,
OCC provided the PUCO with a letter notice of the intent to file a stay of execution with
this Court, which is attached as Exhibit E.

The SFV will negatively impact low-use customers and will impede energy
efficiency. The SFV is being implemented in two stages, which are successive phases of
increases in customers’ monthly fixed charge. There is an opportunity now to stay the
next phase from being imposed on customers. Otherwise, the next phase of the increase
in the fixed charge (even with the decrease in the non-fixed charge) will irreparably harm
customers, as will be explained below. It is this irreparable harm that OCC asks this
Court to halt. Because it is unlikely that this appeal will be resolved before the next
phase of the SFV is implemented in October 2009, OCC requests a Stay of Execution to
prevent additional irreparable harm to DEO’s residential customers in the meantime.

The Stage 2 rate design change is not a revenue increase for DEO. It will not
change the overall revenues that DEQO is authorized to collect. Therefore, a stay of the
QOctober 2009 (Stage 2) rate design change would not prevent the collection of DEQ’s
revenue increase which is reflected in the rates whether under Stage 1 or Stage 2.

Under the SFV approach ordered by the PUCO, which abandons thirty years of
precedent, customer charges increase dramatically, while volumetric rates decrease. The

two stages of SFV for DEO’s residential customers are as follows:*

7 1d., PUCO Case No. 07-829-GA-AIR, et al., Motion to Stay (Ex. C) (Mar. 31, 2009).

* In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its Gas Distribution Service, PUCO Case No.
07-829-GA-AIR, et al., Opinion & Order (Ex. A) at 14-15 (Oct. 15, 2008).



Customer Charge Volumetric Charge

Prior Tariff

East Ohio $5.70 $1.2355 per Mcf

West Ohio $4.38 $1.1201 per Mcf
Stage 1

East Ohio $12.50 $0.648 per Mcf

West Ohio $12.50 $1.075 per Mcf
Stage 2

East Ohio $15.40 $0.378 per Mcf

West Ohio $15.40 $0.627 per Mcf

As illustrated above, the fixed monthly customer charge is increased with each
stage, while the volumetric rate decreases. Under this approach, DEO will be collecting
more and more of its distribution service revenues from the fixed customer charge that
customers cannot avoid, and less revenues from the volumetric charges that customers
historically could avoid by controlling their usage. Thus, this Court can grant the stay to
prevent Stage 2 rates from being charged to customers -- and DEO will continue to
collect Stage 1 rates that are designed to recover the revenues authorized by the PUCO.

Therefore, no harm will flow to the Company if this stay is granted.

II. STANDARD OF REVIEW

There is no controlling precedent in Ohio setting forth the conditions under which

an order of the Commission shall be stayed.” However, the Commission has urged

5 In the Matier of the Commission’s Investigation Into the Modification of Intrastate
Access Charges, 2003 Ohio PUC LEXIS 62, *9-*10 (citing MCI Telecommunications
Corp. v. Pub. Util. Com. (1987), 31 Chio St.3d 604, 606, 510 N.E.2d 806 (Douglas, I,
dissenting)).



adoption of the four-part analysis suggested by Justice Douglas in MCI
Telecommunications Corp. v. Pub. Util. Com. There Justice Douglas presented four
factors to consider when examining a request for a stay of the Commission orders:

“(a) Whether there has been a strong showing that movant is likely to prevail on the
merits; (b) Whether the party seeking the stay has shown that it would suffer irreparable
harm absent the stay; (¢) Whether the stay would cause substantial harm to other parties;
and (d) Where lies the public interest.”® As illustrated below, this Court should stay the
Commission’s order because OCC can show a strong public interest in favor .of the stay,
irreparable harm to consumers if the stay does not issue, no harm to DEO if the stay is

granted, and a strong likelihood of prevailing on the merits.

III. LAW AND ARGUMENT

A. DEO Will Suffer No Substantial Harm As A Result Of This Court’s
Stay Of The Order.

In this case OCC is only objecting to the rate design--not the total revenues that
DEO is authorized to collect from residential customers. DEQ’s rates are designed to
collect its full revenue requirements whether under Stage 1 or Stage 2 of its approved
Residential Tariffs. However, as DEO progresses from Stage 1 to Stage 2 of the SFV
rate, it collects more of the revenue requirement through the fixed monthly customer
charge than through the volumetric charge. The following chart demonstrates the shift

from volumetric rate collection to fixed rate collection that has occurred since the tariffs

® In the Matter of the Commission’s Investigation Into the Modification of Intrastate
Aceess Charges, 2003 Ohio PUC LEXIS 62, *10 (citing MCI Telecommunications Corp.
v. Pub. Util. Com. (1987), 31 Ohio St.3d 604, 606 (Douglas, J., dissenting)).



were approved, with the “Prior Tariff” referring to rates existing prior to the PUCO order

under appeal:

Monthly Annual Residential Revenue shift
Residential | Number of Revenues from Volumetric
Customer Residential | Collected through to Fixed
Charge Bills’ Customer Charge Customer
Charge
Prior Tariff
East Ohio $5.70 12,814,615 $73,043,306 N/A
West Ohio $4.38 713,311 $3.124,302 N/A
Total 13,527,926 $76,167,608 N/A
Stage 1
East Ohio $12.50 12,814,615 $160,182,688 $87,139,382°
West Ohio $12.50 713,311 $8.916.388 $5.792.,085°
Total 13,527,926 $169,098,076 $92,931,467
Stage 2
East Ohio $15.40 12,814,615 $197,345,071 $124,301,766"
West Ohio $15.40 713311 $10.984.989 $7.860,687""
Total 13,527,926 $208,330,060 $132,162,453

As described above, granting the stay of execution would maintain the rate design

at Stage 1, while still allowing DEQ to continue to collect its approved revenue

requirements. The Company would merely miss the opportunity to collect more of its

authorized revenues through a fixed monthly customer charge. However, the Company

would nevertheless have the reasonable opportunity to recover all its authorized revenues

7 In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its Gas Distribution Service, PUCO Case No.
07-829-GA-AIR, et al., DEO Application (Ex. F) at E-4 page 1 of 6 (East Ohio, GSS
Residential bills, 4,221,824 and ECTS Residential bills, 8,592,791) and page 3 of 6 (West
Ohio, GSS Residential bills, 456,459 and ECTS Residential bills, 256,852).

% $160,182,688 - $73,043,306 = $87,139,382.

© $8.916,388 - $3,124,302 = $5,792,085.

10 $197,345.071 - $73,043,306 = $124,301,766.

1'$10,984,989 - $3,124,302 = $7,860,687.




but through a higher volumetric charge in lieu of the higher fixed charge. This
arrangement ensures the Company will not suffer any substantial harm due to the stay of
execution. However, the irreparable harm to DEO’s low-use residential customers,
described below, is exacerbated as the fixed monthly customer charge increases and the

volumetric rate decreases,

B. A Stay Serves the Public Interest Because the SFV Rate Design Runs
Counter to Public Policy Promoting Energy Efficiency and
Conservation.

Justice Douglas, in articulating a standard for stays, emphasized that the most
important consideration is “above all * * *, where lies the interest of the public” and that
“the public interest [] is the ultimate important consideration for this Court in these types
of cases.”? Justice Douglas’ dissent in MC/ emphasizes that Commission Orders “have
effect on everyone in this state -- individuals, business and industry.”"® In these difficult
economic times, that effect is most sharply felt by residential consumers who can ill
afford increases in essential services such as utilities in general and the supply of natural
gas fuel in particular.

The public interest in this case focuses on the need to carry out the state policy
encouraging conservation and energy efficiency efforts in Ohio. Specifically, R.C.
4929.02(A)(4) (Appx. 000017) encourages “innovation and market access for cost-

effective supply- and demand-side natural gas services and goods.”™ Yet, the SFV rate

2 MCI Telecommunications Corp. v. Pub. Util. Com. (1987), 31 Ohio St.3d 604, 606,
510 N.E.2d 806 (Douglas, J., dissenting).

13 1d. at 606, 510 N.E.2d at 807.
4 R.C. 4929.02(A)(4) (Appx. 000017).



design contradicts and undermines this policy by discouraging consumers to pursue
conservation efforts such as purchasing insulation and other conservation retrofits.

Recent developments in high-efficiency furnaces and set-back thermostats, which
promote conservation and energy efficiency, gained “market access” because individual
consumers were motivated to lower their utility bills by conserving purchased fuel and
using it more efficiently. The SFV rate design, on the other hand, fails to reward
consumers’ conservation efforts -- and the monetary investments required -- because the
fixed monthly customer charge must be paid regardless of whether the consumer reduces
usage. This rate design vitiates the impact and benefit of reduced consumption.

Further, the SFV rate design prolongs the time (the payback period) it takes for
investments in conservation and efficiency retrofits to pay for themselves in savings.
R.C. 4905.70 (Appx. 000005) charges the Commission with encouraging these kinds of
retrofits and innovation."® Thus, by discouraging consumers from investing in energy
efficiency and conservation efforts, the Commission fails to adhere to state energy policy
and ignores the duty that the General Assembly placed upon it through Section 4905.70
(Appx. 000005} of the Revised Code.

R.C. 4911.15 (Appx. 000014) allows the Consumers’ Counsel to represent
consumers “whenever in [her] opinion the public interest is served.”'® The Consumers’
Counsel first intervened in this case to serve the public interest and moves to stay the
Commission’s order now for the same reason, The SFV rate design approved by the

Commission below unfairly burdens low-use consumers, discourages conservation, and

S R.C. 4905.70 (Appx. 000005),
16 R.C. 4911.15 (Appx. 000014).



diminishes the value of energy efficiency investments to residential consumers. A stay of
that Order would thus serve the public interest.

C. Irreparable Harm Will be Suffered by Residential Customers in the
Absence of Action by this Court.

Harm is irreparable “when there could be no plain, adequate and complete remedy
at law for its occurrence and when any attempt at monetary restitution would be
“impossible, difficnlt, or incomplete.”!” Tn the context of judicial orders, this Court
traditionally looks to the lack of an effective legal remedy to determine whether to allow
an interlocutory appeal to stay the proce_edings.18 The SFV rate design irreparably harms
DEQ’s low-use residential customers and warrants this Court granting the requested stay.

1. Ohio Law Provides No Plain, Adequate, And Complete

Remedy For The Harm That Will Ensue To Dominion East
Ohio’s Customers If A Stay Is Not Granted.

a. There Is No Plain, Adequate And Complete Remedy
For The Lost Opportunities To Conserve.

A rate design with a fixed monthly customer charge that is more than three times
what many consumers were paying only a year ago will likely discourage individual
energy conservation efforts, and contrary to current public policy, may encourage
increased usage. Under the SFV rate design, the cost per unit of gas consumed decrcases
as consumption increases. Such a rate design encourages consumption which negatively
influences conservation decisions and energy efficiency efforts that can benefit customers

on their utility bills and is so important to state and national energy concerns.

7 FOP v. City of Cleveland (8th Dist. 2001), 141 Ohio App. 3d 63, 81 (citing Cleveland
v. Cleveland Elec. Hlluminating Co. (8th Dist. 1996), 115 Ohio App. 3d 1, 12, appeal
dismissed, 78 Ohio St.3d 1419 (1997).

18 See, e.g., Tilberry v. Body (1986), 24 Ohio St.3d 117, 493 N.E.2d 954, and Sinnott v.
Agua-Chem, Inc. (2007), 116 Ohio St.3d 158, 2007-Ohio-5584, 876 N.E.2d 1217, at Y16.



The SFV rate design may discourage residential customers from investing in
energy-efficient home improvements or from implementing conservation measures,
because the new rate structure will not reward their investment. Certainly, conservation
becomes less attractive to consumers if conserving does not reduce their gas bills or if the
payback period for their investments in higher-priced insulation or energy efficient
equipment is extended over a longer time period. These opportunities for conservation
and the ensuing savings on customers’ bills will be lost if a stay is not granted. There is
no way to reach back and recover the energy that customers would have conserved under
a different rate structure. That encrgy and the opportunity for savings will be lost

forever, and no legal remedy will restore it.

b. There Is No Plain, Adequate And Complete Remedy To
Address The Violations Of The Notice Requirements
Imposed By R.C. 4909.18, R.C. 4909.19, R.C, 4909.43
And Due Process Rights.

Ohio law requires that customers be provided actual notice of the utility’s filing of
an application for an increase in distribution service rates and that certain officials in
municipalitics also be provided notice of the utility’s intent to file such an application.
R.C. 4909.18 (Appx. 000006), 4909.19 (Appx. 000009) and 4909.43 (Appx. 000011) are
provisions of the Revised Code that address the process for applying for a rate increase
before the Commission. These provisions require that, among other things, a utility
applying for a rate increase publish “the substance and prayer of its application” once a
week for three consecutive weeks in generally circulated newspapers throughout the

affected areas.”” In addition, R.C. 4909.43 (Appx. 000011) requires a public utility to

¥ R.C. 4909.19 (Appx. 000009).



send written notification to “the mayor and legislative authority of each municipality” of
the proposed rates contained in each application.® DEO did not provide customers with

this notice and the PUCO failed to enforce the notice requirements.

In this case, the Company failed to provide a notice to consumers and
municipalities with sufficient detail of the residential rate design as approved by the
Commission. Instead of such a notice, DEO provided the following notice to the mayors
and legislative authorities of each municipality pursuant to R.C. 4909.43 (Appx. 000011):

As customer usage declines, base rates would be adjusted automatically to

keep our base rate revenues per customer the same. Customers would still

gain all of the benefits of reduced gas costs, which comprise over three-

fourths of a typical customer's bill.?!

This notice describes a rate design that features what is known as a decoupling
mechanism with anmual true-ups which is substantially different than the residential SFV
rate design that the Commission approved in its Order.?

The General Assembly enacted R.C. 4909.18 (Appx. 000006), R.C. 4909.19
(Appx. 000009) and 4909.43 (Appx. 000011) in order to provide customers with an
opportunity to speak out regarding rate increase proposals and to be able to protect their

interest in both the rate case process and substantive matters. The legal requirements

imposed by these statutes can be neither waived nor ignored by the Commission.

2 R (. 4909.43 (Appx. 000011),

! In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its Gas Distribution Service, PUCO Case No.
07-829-GA-AIR, et al., Pre Filing Notice (Ex. G) at Tab 5 (July 20, 2007). Emphasis
added.

21d., PUCO Case No. 07-829-GA-AIR, et al., Opinion & Order (Bx. A) at 25 (Oct. 15,
2008).

10



Because the inadequate notice failed to give DEO customers any notice of SFV rates,
customers were denied their fundamental opportunity to be heard; they were not aware of
the implications of the SFV rate design and thus were unable to determine whether to
participate in the hearing. This is a denial of their basic due process rights, guaranteed by
the 14th amendment to the U.S. Constitution, and reinforced under R.C. 4909.18 (Appx.
000006), 4909.19 {(Appx. 000009) and 4909.43 (Appx 000011).

The inadequate notice prevented customers from deciding whether to participate
in the proceedings. Specifically, “[t]he fundamental requisite of due process of law is the
opportunity to be heard.””*® Due process for individuals is a constitutional right protected
by the Fourteenth Amendment. The opportunity to be heard can have no meaning,
however, if one is not informed of the issues in contention and consequently can not
make a decision as to whether to challenge or object to the matter.?

Since DEO’s notice did not sufficiently inform its customers of the issues in
contention, in particular the proposed radical change in rate design, DEO’s customers
were unable to make an informed decision to participate in the rate case. Customers’
opportunity to be heard could not be assured under such circumstances. Consequently,
customers’ due process rights were violated.

Some courts have ruled that when the process is flawed or biased, this may be

sufficient to warrant injunctive relief, if events subsequent to the process produce

2 Grannis v. Ordean, 234 U.S. 385, 394, 43 S. Ct. 779, 784 (1914), 58 L. Ed. 1363,
1369, citing Louisville& N.R. Co. v. Schmidt (1900), 177 U.S. 230, 236; Simon v. Craft
(1901), 182 U.S. 427, 436.

24 See, for example, Mullane v. Central Hanover Band & Trust Co. (1950), 339 U.S. 3006,
314,70 S. Ct. 652, 657, 94 L. Ed. 865, 873, where the Court noted that “[t]he right to be
heard has little reality or worth unless one is informed that the matter is pending and can
choose for himself whether to appear or default, acquiesce or contest.”
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irreparable harm.* Such circumstances exist in this case. The lack of adequate notice
under R.C. 4909.18 (Appx. 000006) and R.C. 4909.19 (Appx. 000009) caused the
hearing process to be flawed. DEQ customers were not given sufficient information to
determine the impact of the proposed rate design on their individual bills. Therefore, the
implementation of the SFV residential rates, which resnlted from a proceeding in which
the due process rights of consumers were violated, will result in harm to DEO’s

residential customers for which there is no adequate remedy.

2. Any Attempt At Monetary Restitution For The Payment Of
Unlawful And Unreasonable Rates Would Be Impossible,
Difficult, Or Incomplete.

Economic loss is irreparable harm where that loss cannot be recovered. In
Tilberry v. Body this Court found that the effect of a court order calling for the
dissolution of a business partnership would cause “irreparable harm” to the pariners
because “a revefsal * % % on appeal would require the trial court to undo the entire
accounting and to return all of the asset distributions” -- a set of circumstances that would
be “virtually impossible to accomplish.”26 In Sirnott v. Aqua-Chem, Inc. this Court
found that a lower court’s pre-trial findings could be appealed at the point they were

27

issued because the findings allowed the case to proceed to trial.”’ The majority reasoned

that “the incurrence of unnecessary trial expenses is an injury that cannot be remedied by

228

an appeal from a final judgment,”* and so concluded that “[iJn some instances, ‘[t]he

23 United Church of the Medical Center v. Medical Center Commission (C.A.7, 1982),
689 F.2d 693, 701.

2 Tilberry, 24 Ohio St.3d at 121, 493 N.E.2d at 957.
27 Sinnott at 930.
214, at 26.
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proverbial bell cannot be unrung and an appeal after final * * * judgment on the merits
will not rectify the damage’ suffered by the appealing party.”?

Tilberry and Sinnott illustrate that economic harm does become irreparable where
the loss cannot be recovered. No post-judgment remedy could have restored the
unnecessary trial expenses to the corporation in Sirnott. And recovery of partnership
distributions after dissolution in Tilberry would have been “virtually impossible.” For
DEO’s low-use residential consumers affected by the Commission’s Order here, any
recovery subsequent to a successful appeal is highly unlikely considering that the
Company can be expected to argue and the PUCO can be expected to rule that
recompensing consumers is barred by Ohio law which they will claim prohibits the
retroactive refund of overpayments by customers where such payments are not made
subject to refund.*

This Court expressed this principle in its landmark holding in Keco Industries,
Inc. v. Cincinnati and Suburban Bell Tel. Co. (1957), 166 Ohio St. 254. The Supreme

Court limited retroactive ratemaking, according to its interpretation of R.C. 4905.32

(Appx. 000004):

2% Sinnott at |23 (quoting Gibson-Myers & Assocs. v. Pearce (9th Dist.), 1999 Ohio App.
LEXIS 5010, *7-*8 (compelled disclosure of a trade secret would “surely cause
irreparable harm™).

30 See, e. g, Lucas County Commissioners v. Pub. Util. Comm. (1997), 80 Ohio St.3d 344,
686 N.E.2d 501; Keco Indus. v. Cincinnati & Suburban Bell Tel. Co. (1957), 166 Ohio
St. 254, 141 N.E.2d 465, par. 2 of the syllabus.
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Under this section a utility has no option but to collect the rates set by the
Commission and is clearly forbidden to refund any part of the rate
collected !

Pursuant to the Commission’s order and the schedule imposed therein,’> DEO
raised its fixed monthly customer charge from $4.38 or $5.70 per month to $12.50 per
month on October 16, 2008. DEOQ is scheduled to impose the next increase to $15.40
with the October 2009 billing cycle. Tt is this Stage 2 increase that OCC is asking the
Court to stay.

The impact of the Stage 2 increase over the Stage 1 rate -- as demonstrated in the
prefiled Testimony of PUCO Staff witness Puican -- means that consumers at the lowest-
usage levels (0-5 Mcf per year) must bear a 20.9 per cent increase ($34.95)* in their
annual delivery charges, while highest-usage customers (1,000 to 2,000 Mcf per year)
will experience a 16.11per cent (1};798.18)34 decrease. Thus the low-use residential
customer is forced to subsidize the higher-use Commercial and Industrial customers, as

well as high-use residential customers. To put such demands on these low-use (and

N Keco Industries, Inc. v. Cincinnati and Suburban Bell Tel. Co. (1957), 166 Ohio St.
254,257, 141 N.E.2d 465.

2 In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its Gas Distribution Service, PUCO Case No.
07-829-GA-AIR, et al., Opinion & Order (Ex. A) at 14-15 (Oct. 15, 2008).

33 In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its Gas Distribution Service, PUCO Case No.
07-829-GA-AIR, et al., Second Supplemental Direct Testimony of Stephen E. Puican
(Ex. H) at Ex. SEP-2A and SEP-2B (Aug. 25, 2008). $202.20 (Proposed Bill @ $15.40
Fixed Charge on SEP-2B) - $167.20 (Proposed Bill @ $12.50 Fixed Charge on SEP 2A)
= $34.95 increase. Emphasis on Ex. SEP-2A and SEP-2B added.

3 1d., $4,896.00 (Proposed Bill @ $12.50 Fixed Charge on SEP 2A) - $4,106.82
(Proposed Bill @ $15.40 Fixed Charge on SEP-2B) = $798.18 decrease.
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potentially low-income) consumers is not in the public interest. The stay will provide
some relief to customers who are already burdened by the fragile state of the economy by
allowing them to continue to pay rates for distribution service that include a greater
volumetric charge ($0.65 or $1.07 per Mcf vs. $0.378 or $0.627 per Mecf)*® and a smaller
fixed monthly customer charge ($12.50 vs. $15.40).>° This configuration better aligns
the bill with the customer’s usage than the rates under the Stage 2 design. Allowing

" DEO to implement the Stage 2 of the SFV rate design will further exacerbate that
subsidy.

The incremental increases in the customer charge that will be imposed in October
are unrecoverable once they are paid. Without a stay, the next stage of the fixed monthly
customer charge will cause DEO’s low-use residential customers to suffer irreparable
harm in the event that OCC prevails on appeal to this Court.

D. The OCC Has Provided a Strong Showing That it is Likely to Prevail
on the Merits.

The OCC provided substantial and appropriate evidentiary support for its
positions during the pendency of this case at the PUCO. The gravity of the errors
presented, which include notice issues as well as federal, state, and public policy
considerations, when fully weighed and addressed, make it likely that the OCC will

prevail on the merits

33 1d., PUCO Case No. 07-829-GA-AIR, et al., Opinion & Order (Ex. A) at 14-15 (Oct.
15, 2008).

* 14,
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Specifically, R.C. 4903.13 (Appx. 000002) provides this Court with the authority
to reverse, vacate, or modify a Commission order where the Court finds that order
unlawful or unreasonable. Here OCC can show that the order is unreasonable and
unlawful on five independent bases.

1. The Commission’s Order Is Unlawful And Unreasonable

Because It Violates The Notice Requirements Imposed By R.C.
4909.18, R.C. 4909.19, And R.C. 4909.43.

As discussed above, the General Assembly enacted R.C. 4909.18 (Appx. 000006},
R.C. 4909.19 (Appx. 000009), and 4909.43 (Appx. 000011) in order to provide
customers with an opportunity to protect their interests in the state regulation of the rates
of public utilities. The legal requirements imposed by these statutes can be neither
waived nor ignored by the PUCO. Because the PUCO failed to enforce these provisions,
DEO customers and municipalities within DEO’s service territory had no adequate notice
with sufficient detail of the residential rate design ultimately approved. Thus, OCC can
demonstrate that the Commission’s failure to adhere to the statutes results in an
unreasonable and unlawful Order.

2. The Commission's Order Is Unlawful And Unreasonable
Because It Deviates From Precedent And The Commission

Demonstrated Neither A Clear Need To Change Its Position
Nor Error In Prior Decisions.

Decisions of this Court prevent the Commission from changing its position
without appropriate considerations. In Office of Consumers’ Counsel v. Public Utilities
Commission, this Court stated:

* % * Although the Commission should be willing to change its position

when the need therefore 1s clear and it is shown that prior decisions are in
error, it should also respect its own precedents in its decisions to assure
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predictability which is essential in all areas of the law, including
administrative law. (Emphasis added.)”’

The Commission’s Order here shows neither a need for a change from its previous
ratemaking policy, nor that the policy was in error.>® By imposing the SFV rate design
on DEQ’s residential customers, the Commission ignored thirty years of cases supporting
a rate design comprised of a low customer charge with a volumetric charge associated
with usage, and thirty years of adherence to the regulatory principle of gradualism. This
disregard for prior precedents has resulted in a rate design that imposed a dramatic
shifting of rates toward a huge increase in the monthly fixed charge -- significantly
greater than had ever been contemplated by the PUCO.

The Commission’s Order neither explains its rationale for ignoring the principle
of gradualism nor justifies disregarding thirty years of Commission rate design precedent.
Thus, OCC can demonstrate that the Commission’s Order abandons precedent pertaining
to the regulatory principle of gradualism with no showing of a clear need or previous

error and is, therefore, unlawful and unreasonable.

3 Office of Consumers’ Counsel v. Pub. Util. Comm. (1984), 10 Ohio St.3d 49, 50, 461
N.E.2d 303, quoting Cleveland Electric Iltuminating Co. v. Pub. Util. Comm. (1975), 42
Ohio St.2d. 431, 330 N.E.2d 1. See, also, State, ex rel. Auto Machine Co. v. Brown
(1929), 121 Ohio St. 73, 166 N.E. 903. See, also, Atchison v. Witchita Bd. of Trade
(1973), 412 US 800, 806, 93 S.Ct. 2367, 37 L. Ed. 2d 350 (In 1973 the U.S. Supreme
Court set a limit on the power of federal agencies to change prior established policies
stating that, while an agency may flatly repudiate its norms, “whatever the ground for the
departure [whether it is completely disregarding a policy or simply narrowing its
applicability] * * * it must be clearly set forth so that the reviewing court may understand
the basis of the agency’s action and so may judge the consistency of that action with the
agency’s mandate.”); Williams Gas Processing v. FERC (C.A.D.C. 2006), 475 F.3d 319,
326 (The Court further added that, although not bound by precedent, a demonstration of
“reasoned decision-making necessarily requires consideration of relevant precedent.”).

3 In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its Gas Distribution Service, PUCO Case No.
07-829-GA-AIR, et al., Opinion & Order (Ex. A) at 21-22 (Oct. 15, 2008).
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3. The Commission's Order Is Unlawful And Unreasonable
Because It Approves A Rate Design That Fails To Promote
Energy Efficiency And Discourages Conservation, Thus
Violating R.C. 4929.02 And R.C. 4905.70.

R.C. 4929.02 (Appx. 000017) and R.C. 4905.70 (Appx. 000005) require the
Commission to approve rates that promote energy efficiency and encourage conservation
in accordance with Ohio law and policy. The rate design ordered here works against both
energy efficiency and conservation. The SFV rate design penalizes energy-efficient
consumers in two ways. First, the payback periods for any energy efficiency investments
under the SFV rate design are extended. Second, the cost per unit of consumption under
the SFV rate design has increased for Jow-use customers and decreased as consumption
rises, resulting in low-use customers subsidizing the high-use (and potentially less
efficient) customers. Therefore, the SFV rate design does not encourage conservation
and violates R.C. 4905.70 (Appx. 000005).

This Court has found that violations of statutes containing state policy warrant a
reversal of the Commission’s Order and remand to remedy the statutory violation.””> R.C.
4929.02(AX4) {(Appx. 000017) declares it the policy of the State of Ohio to “[e]ncourage
innovation and market access for cost-effective supply-and demand-side natural gas
services and goods.”

In violation of that policy the SFV rate design sends consumers the wrong price

signal, harms those who have invested in energy efficiency by extending the payback

¥ Elyria Foundry Company v. Pub. Util. Comm. (2007), 114 Ohio St.3d 305, 2007-Ohio-
4164, 871 N.E.2d 1176, at §58. (In the Elyria Foundry Case, a violation of R.C.
4928.02(G) (Appx. 000015), a statute mandating state policy against anticompetitive
subsidy relative to competitive retail electric service, was found to have been violated).
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period, and removes control that consumers have over their utility bills. Thus, the SFV
rate design fails to promote energy efficiency and encourage conservation, which is
contrary to state policy and is in violation of R.C. 4929.02(A)(4) (Appx. 000017). OCC
can, therefore, show that the Order to implement the SFV rate design violates statute and
policy and is therefore unlawful and unreasonable.

4. The Commission’s Order Is Unlawful And Unreasonable

Because It Was Issued Against The Manifest Weight Of The
Evidence.

This Court will reject a finding of fact by the Commission where “it appears from
the record that the evidence and order are manifestly against the weight of the evidence,
or are so clearly unsupported by it as to show misapprehension, mistake or willful
disregard of duty.”* The Commission’s approval of the SFV rate design was done
without regard for the fact that critical and fundamental information (e.g. the SFV rate
design impact on low-income customers and impact on customers’ conservation efforts)

was not available from the record evidence in this case. !

* General Motors Corp. v. Pub. Util. Comm. (1976), 47 Ohio St.2d 58, 66, 351 N.E.2d
183.

" See, generally, In the Matter of the Application of The East Ohio Gas Company d/b/a
Dominion East Ohio for Authority to Increase Rates for its Gas Distribution Service,
PUCO Case No. 07-829-GA-AIR, et al., Joint Application for Rehearing (Ex. I) (Nov.
14, 2008).
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5. The Commission’s Order Is Unlawful And Unreasonable
Because The Updated Cost Of Service Study Ordered By The
PUCO In This Case Confirms The Implementation Of The
SFV Results In Unjust And Unreasonable Residential Rates
And Is Bad Public Policy.

An updated cost-of-service study (“COSS” or “cost study”) was filed by DEO in
these cases on January 13, 2009.% The updated cost study provides the PUCO with un-
refuted proof of a subsidy within the General Sales Service customer class -- to the
detriment of DEQ’s residential consumers, especially low-use residential customers — an
issue that the Commission should have addressed before imposing the SFV rate design.

The subsidy is a direct result of the Commission’s rush to implement the SFV rate
design before all the necessary analyses and studies could be performed and considered --
such as the updated cost study -- that would have provided the Commission a clear
picturc of the repercussions and harm that this rate design would cause DEO’s residential
customers. Unfortunately, the Commission was all too willing to rush the imposition of
the SFV rate design on customers as part of the Duke Energy Ohio rate case™ -- the first
rate case in a series of gas rate case requests where the SFV rate design was imposed on
the majority of Ohio’s residential gas customers. The Commission attempted to justify

its position, in part, stating: “Customers are accustomed to fixed monthly bills for

2 In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its Gas Distribution Service, PUCO Case No.
07-829-GA-AIR, et al., Updated Cost of Service Study (Ex. J) at 1 (Jan. 13, 2009). OCC,
in conjunction with a number of other consumers groups, later field a Motion to Re-Open
the Record (Ex. K) on January 29, 2009. The matter has been fully briefed and awaits
ruling on the Motion.

® In the Matter of the Application of Duke Energy Ohio, Inc. for an Increase in Rates,
PUCO Case No. 07-589-GA-AIR et al., Opinion & Order (May 28, 2008). See Motion
for a Stay of Execution by The Office of The Ohio Consumers’ Counsel simultaneously
filed on April 17, 2009 in S.Ct. Case No. 08-1837.
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numerous other services, such as telephone, water, trash, internet and cable.”** But these
services that the Commission relies upon as examples for fixed charge billing do not
involve the consumption of a precious natural resource that is the subject of a state policy
which stresses conservation, Thus, the updated cost study shows that the rate design
creates a significant subsidy -- under which all residential consumers and especially low-
use residential customers are subsidizing high-use Commercial and Industrial customers -

- is unreasonable and unlawful.

IV. NO BOND IS NECESSARY IN ORDER TO EFFECT THE STAY

A, No Bond Is Required Because R.C. 4903.16 Is Unconstitutional Under
The Separation Of Powers Doctrine.

Contrary to the separation of powers, the legislature has encroached on the Ohio
Supreme Court’s ability to decide a Motion to Stay. This has occurred through the state’s
bonding requirement -- or “execute an undertaking” as bonding is referred to m R.C.
4903.16 (Appx. 000003) -- associated with a Motion to Stay. R.C. 4903.16 (Appx.
000003) addresses the mandatory procedure for filing a Motion for a Stay of Execution in
response to an order of the PUCO. The statute provides that a proceeding to modify an
order of the PUCO does not stay execution of the order, unless the appellant applies for a
stay.45

If the appellant does apply for a stay, the appellant, upon three days notice to the

commission “shall execute an undertaking® * * in such a sum as the Supreme Court

“ In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East
Chio for Authority to Increase Rates for its Gas Distribution Service, PUCQO Case No.
07-829-GA-AIR, et al., Opinion & Order (Ex. A) at 18 (Oct. 15, 2008).

3 R.C. 4903.16 (Appx. 000003).
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prescribes*™® * * conditioned for the prompt payment by appellant of all damages caused
by the delay in the enforcement of the order.”*” The PUCO and utilities have argued that
R.C. 4903.16 (Appx. 000003) requires a bond to be posted for a Motion for a Stay of
Execution before the Motion can be considered by this Court.

The requirement that opposing parties in the past have proposed for the posting of
a bond would adversely effect a consumer party’s ability to obtain a stay. In fact, the
bond requirement, if applied as proposed by opposing parties, would essentially write the
stay provision out of the law as far as protecting consumers. But such a result is not an
appropriate limitation on the Court’s powers to act to protect appellants. As explained
below, R.C. 4903.16 (Appx. 000003) is unconstitutional because it violates the separation
of powers doctrine and, therefore, should not apply to the current Motion for a Stay of
Execution filed by the OCC in these proceedings.

The separation of powers doctrine prevents the distinct branches of government
from exercising the core functions of another. Although the Ohio Constitution does not
explicitly contain the separation of powers doctrine, Ohio courts have nevertheless held
that it is inherent in the constitutional framework of the gov:31'nlne:11t.48 This Court has
previously explained that underlying the policy of the division of powers of government
into three departments is that powers properly belonging to one of the departments ought

not to be directly and completely administered by either of the other departments, and

% 1f the Court does prescribe an undertaking, then the amount should be nominal (such as
$1.00).

T R.C. 4903.16 (Appx. 000003).

8 State v. Sterling (2007), 113 Ohio St.3d 255, 2007-Ohio-1790, 864 N.E.2d 630, at Y22
(citing the Ohio Constitution); State ex. rel. Bryant v. Akron Metro Park Dist. (1929), 120
Ohio St. 464, 473, 166 N.E. 407,
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further that none of them ought to possess directly or indirectly an overruling influence
over the others.”

Because this Court has stated that the threc grand divisions of the government
must be protected from encroachments by the others,” any attempt by the legislature to
exercise a judicial power or to limit or encroach upon the courts in the exercise of their
inherent powers is an unconstitutional violation of the principle of separation of powers,”!
This Court has held that, inherent within a court's jurisdiction, and essential to the orderly
and efficient administration of justice, is the power to grant or deny stays.”> Thus, the
Court has emphasized that the power to grant or deny stays is one exclusively belonging
to the judiciary upon which the legislature cannot encroach.

Furthermore, this Court has recently stated that “it is not within the purview of the
legislature to grant or deny the power nor is it within the purview of the legislature to
shape or fashion circumstances under which [a stay of power] may be or may not be
granted or denied.”> Therefore, the legislature is not even entitled to impose limitations

on the inherent power of the judiciary to grant or deny stays.

4 State ex. rel Bryant v. Akron Metro Park Dist. (1929), 120 Ohio St. 464, 473, 864
N.E.2d 630.

50 Sterling at §25 (quoting Fairview v. Giffee) (1905), 73 Ohio St. 183, 187, 166 N.E.
407).

51 Hale v. The State (1896), 55 Ohio St. 210, 212-13, 45 N.E. 199; State v. Sanders (2™
Dist. 1995), 1995 Ohio App. LEXIS 5825, at *29, unreported.

32 State v. Hoechhausler (1996), 76 Ohio St.3d 455, 464, 1996 Ohio 374; 668 N.E.2d
457; Landis v. N. American Co. (1936), 299 U.S. 248, 254, 57 S. Ct. 163, 166; 81 L. Ed.
153, 158; State v. Smith (1989), 42 Ohio St.3d 60, 61, 537 N.E.2d 198; City of Norwood
v. Horney (2006), 110 Ohio St.3d 353, 2006-Ohio-3799, 853 N.E.2d 1115, at Y118.

33 City of Norwood, at 1120.
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If R.C. 4903.16 {(Appx. 000003) is construed to require every appellant to post a
bond in the event the Court grants a stay from a PUCO order, then this legislated bond-
posting requirement improperly encroaches upon the judicial power to grant a stay by
shaping or fashioning circumstances under which that inherent judicial power may or
may not be granted. If the appellant does not or cannot post the legislatively mandated
bond, then opposing parties in appeals will argue that the judiciary lacks the power to
implement the stay that it intended to grant for a Stay of Execution. Moreover, the
appellant may have no means of protection from irreparable harm during the pendency of
an appeal.

Thus, the legislative requirement is unconstitutionally shaping the circumstances
under which the judiciary can exercise its power to grant stays. This stands in direct
violation of the separation of powers doctrine as reflected in Ohio law. For these reasons,
R.C. 4903.16 (Appx. 000003) is unconstitutional under the separation of powers doctrine
and cannot be applied to require with regard to this Court’s granting of the OCC’s
Motion for a Stay of Execution.

B. The Public Office Exemption To The Bond Requirement

Ohio law provides exemptions that relieve OCC from having to post a bond -- or
“execute an undertaking” as bonding is referred to in R.C. 4903.16 (Appx. 000003) -- in
furtherance of a requested stay. A public officer is not required to post a supersedeas
bond when acting in a representative capacity for the State. Specifically, R.C. 2505.12
(000001) provides:

An appellant is not required to give a supersedeas bond in connection

with any of the following:
(A) An appeal by any of the following:

Y
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(3) Any public officer of the state or of any of its political subdivisions

who is suing or is sued solely in the public officer's representative capacity

as that officer.”®

According to R.C. 4911.06 (Appx. 000013), the Consumers’ Counsel “shall be
considered a state officer * * *** Furthermore, according to R.C. 4911.02 (Appx.
000012), the Consumers’ Counsel may “institute, intervene in, or otherwise participate in
proceedings in both state and federal courts * * * on behalf of the residential
consumers.”® Thus, in filing a request for a stay of execution, the Consumers’ Counsel
acts in a representative capacity and, as a public officer, is not required to post a
supersedeas bond. In fact, the Court has even granted a stay for an entity other than a
public officer without requiring that a bond be posted by the appeliant.”’

Furthermore, a review of the legislative history warranted that OCC should not be
required to post a bond in order to effect a stay. The original version of R.C. 4903.16
(Appx. 000003) (passed in 1911) limited the undertaking requirement to a “public utility
or railroad.” Specifically, the predecessor law to R.C. 4903.16 (Appx. 000003) that was
enacted years before the Revised Code was created contained a provision that “[t]he
condition of the undertaking shall be that the public utility or railroad shall refund to each

of such users, public or private, the amount collected by it in excess of the amount which

shall finally be determined it was authorized to collect.”® Additionaily this Court has

4 R.C. 2505.12 (Appx. 000001) (Emphasis added).
> R.C. 4911.06 (Appx. 000013),
8 R.C. 4911.02 (Appx. 000012).

57 In MCI Telecommunications Corp. v. Pub. Util. Comm. (1987), 31 Ohio St.3d 604, 510
N.E.2d 806, a stay was granted in a utility case by the Ohio Supreme Court without the
posting of a bond despite the fact that the appellant was not a public entity.

8 G.C. 614-70 (Section 73, H.B. 89, 79th General Assembly, 1911) (Appx. 000019).
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also said that “[p]atently, Section 4903.16 (Appx. 000003) Revised Code, was designed
primarily to apply to a public utility which is dissatisfied with the rates or charges as
ordered by the Public Utilities Commission.” * Accordingly, OCC is not required to post
a bond because the OCC is acting in a representative capacity as a public officer of the
State,

C. DEO Will Suffer No Financial Harm As A Result Of This Court’s
Stay Of The Order.

As described above, DEQ’s rates (Stage 1) are currently designed to collect its
full revenue requirement under the approved Residential Tariffs. The stay of execution
means that the current tariff for collecting that revenue requirement will continue to be
collected. This ensures the Company will not sustain any substantial harm due to the stay

of execution. Accordingly, no bond is necessary in order to effect a stay.

V. CONCLUSION

The SFV rate design will discourage conservation and investment in energy-
efficient home improvements. It will cause irreparable harm to residential consumers by
forcing low-use customers to subsidize high-use customers, and force residential
customers to subsidize commercial and industrial customers -- and at rates that no
customer will be able to recover even if this Court finds the PUCO’s Order unreasonable
on OCC’s appeal. For these reasons, this Court should stay execution of the
Commission’s Order that authorizes the October 2009 cffective date of the next phase of
the SFV rate design change -- which allows the collection of an even greater portion of

the distribution revenues from the fixed monthly charge and less from the volumetric rate

 City of Columbus v. Public Utilities Commission of Ohio (1959), 170 Ohio St. 105,
109, 163 N.E.2d 167.
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~- unitil it has decided the appeal. Finally, no bond is necessary in order to effectuate the

stay. But if this Court requires a bond to be posted in order to effect the stay, the bond

should be nominal in amount® since there will be no substantial harm to the Company.

0 Such as $1.00.
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2505.12 No supersedeas bond required for
certain appeals.

An appetlant is not required to give a supersedeas bond in connection with
any of the following:

(A) An appeal by any of the following:

(1) An executor, administrator, guardian, receiver, trustee, or trustee in
bankruptcy who is acting in that person’s trust capacity and who has given
bond in this state, with surety according to law;

(2) The state or any political subdivision of the state;

(3) Any public officer of the state or of any of its pofitical subdivisions who is

suing or is sued solely in the public officer’s representative capacity as that
officer.

(B) An administrative-related appeal of a final order that is not for the
payment of money.

Effective Date: 07-11-2001

D00GO L
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4903.13 Reversal of final order - notice of
appeal.

A final order made by the public utilities commission shall be reversed,
vacated, ar modified by the supreme court on appeal, if, upon consideration
of the record, such court is of the opinion that such order was unlawful or
unreasonable.

The proceeding to obtain such reversal, vacation, or modification shall be by
notice of appeal, filed with the public utilities commission by any party to the
praceeding before it, against the commission, setting forth the order
appealed from and the errors complained of. The notice of appea!l shall be
served, unless waived, upon the chairman of the commission, or, In the
event of his absence, upon any public utilities commissioner, or by leaving a
copy at the office of the commission at Columbus. The court may permit any
interested party to intervene by cross-appeal.

Effective Date: 10-01-1953

000662
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4903.16 Stay of execution.

A proceeding to reverse, vacate, or modify a final order rendered by the
public utilities commission does not stay execution of such order unless the
supreme court or a judge thereof in vacation, on application and three days’
notice to the commission, allows such stay, in which event the appellant
shall execute an undertaking, payable to the state in such a sum as the
supreme court prescribes, with surety to the satisfaction of the clerk of the
supreme court, conditioned for the prompt payment by the appellant of all
"damages caused by the delay in the enforcement of the order complained of,
and for the repayment of all moneys paid by any person, firm, or corporation
for transportation, transmission, produce, commodity, or service in excess of
the charges fixed by the order complained of, in the event such order is
sustained.

Effective Date: 10-01-1953

Q00553
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4905.32 Schedule rate collected.

No public utility shall charge, demand, exact, receive, or collect a different
rate, rental, toll, or charge for any service rendered, or to be rendered, than
that applicable to such service as specified in its schedule filed with the
public utitities commission which is in effect at the time.

No public utility shall refund or remit directly or indirectly, any rate, rental,
toll, or charge so specified, or any part thereof, or extend to any person,
firm, or corporation, any rule, regulation, privilege, or facility except such as
are specified in such schedule and regularly and uniformly extended to all
persons, firms, and corporations under like circumstances for like, or
substantially similar, service.

Effective Date: 10-01-1953

0000GA
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4905.70 Energy conservation programs.

The public utilities commission shall initiate programs that will promote and
encourage conservation of energy and a reduction in the growth rate of
anergy consumption, promote economic efficiencies, and take inte account
long-run incremental costs. Notwithstanding sections 4905.31, 4905.33,
4805.35, and 4909.151 of the Revised Code, the commission shall examine
and issue written findings on the declining block rate structure, lifeline rates,
long-run incremental pricing, peak load and off-peak pricing, time of day and
seasonal pricing, interruptible load pricing, and single rate pricing where
rates do not vary because of classification of customers or amount of usage.
The commission, by a rule adopted no later than QOctober 1, 1977, and
effective and applicable no later than November 1, 1977, shall require each
electric light company to offer to such of their residential customers whose
residences are primarily heated by electricity the option of their usage being
metered by a demand or load meter. Under the rule, a customer who selects
such option may be required by the company, where no such meter is
already installed, to pay for such meter and its installation. The rule shall
require each company to bill such of its customers who select such option for
those kilowatt hours in excess of a prescribed number of kilowatt hours per
kilowatt of billing demand, at a rate per kilowatt hour that reflects the lower
cost of providing service during off-peak periods.

Effective Date: 01-01-2001

00053 S
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4909.18 Application to establish or change
rate.

Any public utility desiring to establish any rate, joint rate, toll, classification,
charge, or rental, or to modify, amend, change, increase, or reduce any
existing rate, joint rate, toll, classification, charge, or rental, or any
regulation or practice affecting the same, shall file a written application with
the public utilities commission. Except for actions under section 4909.16 of
the Revised Code, no public utility may issue the notice of intent to file an
application pursuant to division (B) of section 4909.43 of the Revised Code
to increase any existing rate, joint rate, toll, classification, charge, or rental,
until a final order under this section has been issued by the commission on
any pending prior application to increase the same rate, joint rate, toll,
classification, charge, or rental or until two hundred seventy-five days after
filing such application, whichever is sooner. Such application shall be verified
by the president or a vice-president and the secretary or treasurer of the
applicant. Such application shall contain a schedule of the existing rate, joint
rate, toll, classification, charge, or rental, or regulation or practice affecting
the same, a schedule of the maodification amendment, change, increase, or
reduction sought to be established, and a statement of the facts and
grounds upon which such application is based. If such application proposes a
new service or the use of new equipment, or proposes the estabiishment or
amendment of a regulation, the application shall fully describe the new
service or equipment, or the regulation proposed to be established or
amended, and shall explain how the proposed service or equipment differs
from services or equipment presently offered or in use, or how the
regulation proposed to be established or amended differs from regulations
presently in effect. The application shall provide such additional information
as the commission may require in its discretion. If the commission
determines that such application is not for an increase in any rate, joint rate,
toll, classification, charge, or rental, the commission may permit the filing of
the schedule proposed in the application and fix the time when such
schedule shall take effect. If it appears to the commission that the proposals
in the application may be unjust or unreascnable, the commission shall set
the matter for hearing and shall give notice of such hearing by sending

00088
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written notice of the date set for the hearing to the public utility and
publishing notice of the hearing one time in a newspaper of general
circulation in each county in the service area affected by the application. At
such hearing, the burden of proof to show that the proposals in the
application are just and reasonabte shall be upon the public utility. After
such hearing, the commission shall, where practicable, issue an appropriate
order within six months from the date the application was filed.

If the commission determines that said application is for an increase in any
rate, joint rate, toll, classification, charge, or rental there shall also, unless
otherwise ordered by the commission, be filed with the application in
duplicate the following exhibits:

(A) A report of its property used and useful in rendering the service referred
to in such application, as provided in section 4909.05 of the Revised Code;

(B} A complete operating statement of its last fiscal year, showing in detail
all its receipts, revenues, and incomes from all sources, all of its operating
costs and other expenditures, and any analysis such public utility deems
applicable to the matter referred to in said application;

(C) A statement of the income and expense anticipated under the application
filed;

(D) A statement of financial condition summarizing assets, liabilities, and net
worth;

(E) A proposed notice for newspaper publication Ffully disclosing the
substance of the application. The notice shall prominently state that any
person, firm, corporation, or association may file, pursuant to section
4909.19 of the Revised Code, an objection to such increase which may
aliege that such application contains proposals that are unjust and
discriminatory or unreasonable. The notice shall further include the average
percentage increase in rate that a representative industrial, commercial, and
residential customer will bear should the increase be granted in full;

(F) Such other information as the commission may require in its discretion.

00B6EY
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Effective Date: 01-11-1983
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4909.19 Publication - investigation.

Upon the filing of any application for increase provided for by section
4909.18 of the Revised Code the public utility shall forthwith publish the
substance and prayer of such application, in a form approved by the public
utilities commission, once a week for three consecutive weeks in a
newspaper published and in general circulation throughout the territory in
which such public utility operates and affected by the matters referred to in
said application, and the commission shall at once cause an investigation to
be made of the facts set forth in said application and the exhibits attached
thereto, and of the matters connected therewith. Within a reasonable time
as determined by the commission after the filing of such application, a
written report shall be made and filed with the commission, a copy of which
shall be sent by certified mail to the applicant, the mayor of any municipal
corporation affected by the application, and to such other persons as the
commission deems interested. If no objection to such report is made by any
party interested within thirty days after such filing and the mailing of copies
thereof, the commission shall fix a date within ten days for the final hearing
upon said application, giving notice-thereof to all parties interested. At such
hearing the commission shall consider the matters set forth in said

application and make such order respecting the prayer thereof as to it seems
just and reasonable.

If objections are filed with the commission, the commission shall cause a
pre-hearing conference to be held between all parties, intervenors, and the

commission staff in all cases involving more than one hundred thousand
customers.

If objections are filed with the commission within thirty days after the filing
of such report, the application shall be promptly set down for hearing of
testimony before the commission or be forthwith referred to an attorney
examiner designated by the commission to take all the testimony with
respect to the application and objections which may be offered by any
interested party. The commission shall also fix the time and place to take
testimony giving ten days’ written notice of such time and place to all
parties. The taking of testimony shall commence on the date fixed in said

200059
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notice and shall continue from day to day until completed. The attorney
examiner may, upon good cause shown, grant continuances for not more
than three days, excluding Saturdays, Sundays, and holidays. The
commission may grant continuances for a longer periocd than three days
upon its order for good cause shown. At any hearing involving rates or
charges sought to be increased, the burden of proof to show that the

increased rates or charges are just and reasonable shall be on the public
utility.

When the taking of testimony is completed, a fuill and complete record of
such testimony noting all objections made and exceptions taken by any
party or counsel, shall be made, signed by the attorney examiner, and filed
with the commission. Prior to the formai consideration of the application by
the commission and the rendition of any order respecting the prayer of the
application, a quorum of the commission shall consider the recommended
opinion and order of the attorney examiner, in an open, formal, public
proceeding in which an overview and explanation is presented orally.
Thereafter, the commission shall make such order respecting the prayer of
such application as seems just and reasonabile to it.

In all proceedings before the commission in which the taking of testimony is
required, except when heard by the commission, attorney examiners shall
be assigned by the commission to take such testimony and fix the time and
place therefor, and such testimony shall be taken in the manner prescribed
in this section. All testimony shall be under oath or affirmation and taken
down and transcribed by a reporter and made a part of the record in the
case. The commission may hear the testimony or any part thereof in any
case without having the same referred to an attorney examiner and may
take additional testimony. Testimony shall be taken and a record made in
accordance with such general rules as the commission prescribes and
subject to such special instructions in any proceedings as it, by order,
directs.

Effective Date: 01-11-1983

200610
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4909.43 Filing rate increase application.

(A) No public utility shall file a rate increase application covering a municipal
corporation pursuant to section 4909.18 or 4909.35 of the Revised Code at
any time prior to six months before the expiration of an ordinance of that

municipal corporation enacted for the purpose of establishing the rates of
that public utility.

(B) Not later than thirty days prior to the filing of an application pursuant to
section 4909.18 or 4909.35 of the Revised Code, a public utility shall notify,
in writing, the mayor and legisiative authority of each municipality included
in such application of the intent of the public utility to file an application, and
of the proposed rates to be contained therein.

Effective Date: 01-11-1983

0006 L1
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4911.02 Consumers' counsel - powers and
duties.

(A) The consumers’ counsel shall be appointed by the consumers’ counsel
governing board, and shall hold office at the pleasure of the board.

(B)(1) The counsel may sue or be sued and has the powers and duties
granted him under this chapter, and all necessary powers to carry out the
purposes of this chapter,

(2) Without limitation because of enumeration, the counsel:

(a) Shall have all the rights and powers of any party in interest appearing
before the public utilities commission regarding examination and cross-
examination of witnesses, presentation of evidence, and other matters;

(b) May take appropriate action with respect to residential consumer
complaints concerning quality of service, service charges, and the operation
of the public utilities commission;

(c) May institute, intervene in, or otherwise participate in proceedings in
both state and federal courts and administrative agencies on behalf of the
residential consumers concerning review of decisions rendered by, or failure
to act by, the public utilities commission;

(d) May conduct long range studies concerning various topics relevant to the
rates charged to residential consumers.

Effective Date: 09-01-1976

200012
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4911.06 Consumers' counsel considered
state officer.

The consumers’ counsel shall be considered a state officer for the purpose of
section 24 of Article II, Ohio constitution.

Effective Date; 09-01-1976

000613
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4911.15 Counsel may represent residential
consumer or municipal corporation.

The consumers’ counsel, at the request of one or more residential
consumers residing in, or municipal corporations located in, an area served
by a public utility or whenever in his opinion the public interest is served,
may represent those consumers or corporations whenever an application is
made to the public utilities commission by any public utility desiring to
establish, modify, amend, change, increase, or reduce any rate, joint rate,
toll, fare, classification, charge, or rental.

The consumers’ counsel may appear before the public utilities commission as
a representative of the residential consumers of any public utility when a
complaint has been filed with the commission that a rate, joint rate, fare,
toll, charge, classification, or rental for commodities or services rendered,
charged, demanded, exacted, or proposed to be rendered, charged,
demanded, or exacted by the utility is in any respect unjust, unreasonable,
unjustly discriminatory, unjustly preferential, or in violation of the law.

Nothing in Chapter 4911. of the Revised Code shall be construed to restrict
or limit in any manner the right of a municipal corporation to represent the
residential consumers of such municipal corporation in all proceedings before
the public utilities commission, and in both state and federal courts and
administrative agencies on behalf of such residential consumers concerning

review of decisions rendered by, or failure to act hy, the public utilities
commission,

Effective Date: 06-12-1980

000G 14
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4928.02 State policy.

It is the policy of this state to do the following throughout this state :

(A) Ensure the availability to consumers of adequate, reliable, safe, efficient,
nondiscriminatory, and reasonably priced retail electric service;

(B) Ensure the availability of unbundled and comparable retail electric
service that provides consumers with the supplier, price, terms, conditions,
and quality options they elect to meet their respective needs;

(C) Ensure diversity of electricity supplies and suppliers, by giving
consumers effective choices over the selection of those supplies and
suppliers and by encouraging the development of distributed and small
generation facilities;

(D) Encourage innovation and market access for cost-effective supply- and
demand-side retait electric service including, but not limited to, demand-side
management, time-differentiated pricing, and impliementation of advanced
metering infrastructure;

(E) Encourage cost-effective and efficient access to information regarding
the operation of the transmission and distribution systems of electric utilities
in order to promote both effective customer choice of retail electric service
and the development of performance standards and targets for service
quality for ail consumers, including annual achievement reports written in
plain language;

(F) Ensure that an electric utility’s transmission and distribution systems are
available to a customer-generator or owner of distributed generation, so that
the customer-generator or owner can market and deliver the electricity it
produces;

(G) Recognize the continuing emergence of competitive electricity markets
through the development and implementation of flexible regulatory
treatment;

200615
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(H) Ensure effective competition in the provision of retail electric service by
avoiding anticompetitive subsidies flowing from a noncompetitive retail
electric service to a competitive retail electric service or to a product or
service other than retail electric service, and vice versa, including by

prohibiting the recovery of any generation-related costs through distribution
or transmission rates;

(I) Ensure retail electric service consumers protection against unreasonable
sales practices, market deficiencies, and market power;

(J) Provide coherent, transparent means of giving appropriate incentives to
technologies that can adapt successfully to potential environmental
mandates;

(K) Encourage implementation of distributed generation across customer
classes through regular review and updating of administrative rules
governing critical issues such as, but not limited to, interconnection
standards, standby charges, and net metering;

(L) Protect at-risk populations, including, but not limited to, when
considering the implementation of any new advanced energy or renewable
energy resource;

(M) Encourage the education of small business owners in this state regarding
the use of, and encourage the use of, energy efficiency programs and
alternative energy resources in their businesses;

(N) Facilitate the state’s effectiveness in the global economy.

In carrying out this policy, the commission shall consider rules as they apply
to the costs of electric distribution infrastructure, including, but not limited
to, line extensions, for the purpose of development in this state.

Effective Date: 10-05-1999; 2008 sB221 07-31-2008

Q00618
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4929.02 Policy of state as to natural gas
services and goods.

(A) It is the policy of this state to, throughout this state:

(1) Promote the availability to consumers of adequate, reliable, and
reasonably priced natural gas services and goods;

(2) Promote the availability of unbundled and comparable natural gas
services and goods that provide wholesale and retail consumers with the

supplier, price, terms, conditions, and quality options they elect to meet
their respective needs;

(3) Promote diversity of natural gas supplies and suppliers, by giving
consumers effective choices over the selection of those supplies and
suppliers;

(4) Encourage innovation and market access for cost-effective supply and
demand-side natural gas services and goods;

(5) Encourage cost-effective and efficient access to information regarding
the operation of the distribution systems of natural gas companies in order
to promote effective customer choice of natural gas services and goods;

(6) Recognize the continuing emergence of competitive natural gas markets

through the development and implementation of flexibie regulatory
treatment;

(7) Promote an expeditious transition to the provision of natural gas services
and goods in a manner that achieves effective competition and transactions
between willing buyers and willing sellers to reduce or eliminate the need for
regulation of natural gas services and goods under Chapters 4905. and
4909. of the Revised Code;

(8) Promote effective competition in the provision of natural gas services

and goods by avoiding subsidies flowing to or from regulated natural gas
services and goods;

QO 5 o
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(9) Ensure that the risks and rewards of a natural gas company’s offering of
nonjurisdictional and exempt services and goods do not affect the rates,
prices, terms, or conditions of nonexempt, requlated services and goods of a
natural gas company and do not affect the financial capability of a natural
gas company to comply with the policy of this state specified in this section;

(10) Facilitate the state’s competitiveness in the global economy;

(11) Facilitate additional choices for the supply of natural gas for residential
consumers, including aggregation;

(12) Promote an alignment of natural gas company interests with consumer
interest in energy efficiency and energy conservation.

(B) The public utilities commission and the office of the consumers’ counsel
shall follow the policy specified in this section in exercising their respective
authorities retative to sections 4929.03 to 4929. 30 of the Revised Code.

(C) Nothing in Chapter 4929. of the Revised Code shall be construed to aiter
the public utilities commission’s construction or application of division (A)(6)
of section 4905.03 of the Revised Code.

Effective Date: 06-26-2001; 2008 SB221 07-31-2008
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its
Gas Distribution Service.

Case No. 07-829-GA-AIR

[

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of an Alternative Rate
Plan for its Gas Distribution Service.

Case No. 07-830-GA-ALT

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval to Change Accounting
Methods,

Case No. 07-831-GA-AAM

L W T

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs to Recover
Certain Costs Associated with a Pipeline
Infrastructure Replacement Program
Through an Automatic Adjustment Clause
and for Certain Accounting Treatment.

Case No. 08-169-GA-ALT

T e Sl gt S “att”

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohip for Approval of Tariffs to Recover
Certain Costs Associated with Automated
Meter Reading and for Certain Accounting
Treatment.

Case No. 06-1453-GA-UNC

N et Nt gt ot W

PINION AND ORDER

The Commission, considering the above-entitled applications, the testimony, the
applicable law, the proposed stipulation, and other evidence of record, and being
otherwise fully advised, hereby issues its opinion and order.

Tnis 18 to certify that the imagas appaering are an
accurate and completa repredustioa of u cage flle

document dalivered in the regular course of iln lfﬂ 0
Tachnician ) pate Processaed _-ﬁ_ )
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APPEARANCES:

Jones Day, by David A. Kutik, North Point, %1 Lakeside Avenue, Cleveland, Chio
44114-1190, Mark A, Whiit, Meggan A. Rawlin, and Andrew ], Campbell, 325 John H.
McConnell Boulevard, Suite 600, Columbus, Ohio 43215-2673, and Jean A. Demarr, 1201
East 55t Street, Cleveland, Ohio 44101, on behalf of The East Ohio Gas Company d/b/a
Dominion East Ohio.

Yorys, Sater, Seymour & Pease, LLP, by W. Jonathan Airey and Gregory D. Russell,
52 East Gay Street, Columbus, Ohio 43216-1008, on behalf of the Ohio Oil & Gas
Association.

Vorys, Sater, Seymour & Pease, LLP, by M. Howard Petricoff and Stephen M.
Howard, and Michael ]. Settineri, 52 East Gay Street, Columbus, Ohio 43216-1008, on
behalf of the Integrys Energy, Inc.

Schwarzwald & McNair, LLP, by Todd M. Smith, 616 Penton Media Building, 1300
East Ninth Street, Cleveland, Ohio 44114, on behalf of Utility Workers Union of America,
Local G555.

John M. Dosker, 1077 Celestial Street, Suite 110, Cincinnati, Ohio 45202-1629, on
behalf of Stand Energy Corporation.

Bell & Royer Co., LPA, by Barth E. Royer, 33 South Grant Avenue, Columbus, Ohio
43215-3927, on behalf of Dominion Retail, Inc.

David C. Reinbolt and Colleen L. Mooney, 231 West Lima Street, P.O. Box 1793,
Findlay, Ohio 45839-1793, on behalf of Ohio Partners for Affordable Energy.

Chester, Wilcox & Saxbe, LLP, by John W. Bentine, Mark 5. Yurick, and Matt White,
65 Bast State Street, Suite 1000, Columbus, Ohio 432154213 and Vincent A. Parisi, 5020
Bradenton Avenue, Dublin, Ohio 43017, on behalf of Interstate Gas Supply, Inc.

The Legal Aid Society of Cleveland, by Joseph P. Meissner, 1223 West 6t Street,
Cleveland, Ohio 44113, on behalf of The Neighborhood Environmental Coalition, The
Empowerment Center of Greater Cleveland, Cleveland Housing Network, and The
Consumers for Fair Utility Rates

Sheryl Creed Maxfield, Pirst Assistant Attorney General of the State of Ohio, by
Duane W. Luckey, Section Chief, by Stephen A. Reilly and Anne [. Hammerstein,
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Assistant Attorneys General, 180 East Broad Street, Columbus, Ohio 43215, on behalf of
the staff of the Public Utilities Commission of Ohio.

Janine L. Migden-Ostrander, Chio Consumers’ Counsel, by Joseph P. Serio, Larry S.
Sauer, and Gregory J. Poulos, Assistant Consumers’ Counsel, 10 West Broad Street,
Columbus, Ohio 43215-3485, on behalf of the residential utility consumers of The East
Ohio Gas Company d/b/a Dominion East Ohio.

OPINION:
L HISTORY OF THE PROCEEDINGS:

The applicant, The East Ohio Gas Company d/b/a Dominion East Ohio (DEO or
company), is a natural gas company as defined by Section 4905.03(A)(6), Revised Code,
and a public utility as defined by Section 4905.02, Revised Code. DEO distributes and seils
natural gas to approximately 1,200,000 customers in approximately 400 eastern and
western Ohio communities (Staff Ex. 1, at 1). DECQ’s current base rates were established by
the Commission in Case No. 93-2006-GA-AIR, Opinion and Order (November 3, 1994).

On July 20, 2007, DEO filed its notice of intent to file an application to increase its
rates for gas distribution service in its entire service area subject to the jurisdiction of the

Commission. By entry of August 15, 2007, the Commission approved the requested test -

year of January 1, 2007, through December 31, 2007, and the date certain of March 31, 2007.
The Commission also granted DEO’s request to waive certain of the standard filing
requirements for varlous financial and informational data.

On August 30, 2007, DEO filed applications for approval of an ircrease in gas
distribution rates, for approval of an alternative rate plan for its gas distribution service,
and for approval of an application to modify certain accounting methods, in Case Nos. 07-
B29-GA-AIR (07-829), (07-830-GA-ALT (07-830), and 07-831-GA-AAM (07-831),
respectively. On December 13, 2006, DEO filed an application in Case No. 06-1453-GA-
UNC (06-1453), requesting approval of tariffs to recover, through an automatic adjustment
mechanism, costs associated with the deployment of automated meter reading (AMR)
equipment. On February 22, 2008, DEO filed an application in Case No. 08-169-GA-UNC
(08-169) requesting approval of: tariffs to recover, through an automatic adjustment
mechanism, costs associated with a pipeline infrastructure replacement (PIR) program; its
proposal to assume responsibility for and ownership of the curb-to-meter service lines;
and the accounting authority to defer the costs associated with the PIR program for
subsequent recovery. By entry of April 9, 2008, the Commission, infer alia, granted DEO's
request to consolidate these five cases.
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By entries issued April 9, 2008, and June 27, 2008, the motions to intervene filed by
the following entities were granted: the Neighborhood Environmental Coalition, the
Empowerment Center of Greater Cleveland, the Cleveland Housing Network, and the
Consumers for Fair Utility Rates (jointly, Citizens’ Coalition); the Ohio Energy Group
(OEG); Interstate Gas Supply, Inc. (IGS); Dominion Retail, Inc. (Dominion Retail); Stand
Energy Corporation (Stand); Utilities Workers Union of America, Local G555 (Local G555);
Integrys Energy Services, Inc. (Integrys); the Ohio Oil and Gas Association (OOGA); the
Office of the Ohio Consumers’ Counsel {OCC); Ohio Partners for Affordable Energy
(OPAE); Industrial Energy Users-Ohio (IEU-Ohio); and the city of Cleveland (Cleveland).
By entry issued April 9, 2008, the Commission also granted a motion to admit David C.
Rinebolt to practice pro hac vice on behalf of OPAE, On June 19, 2008, and July 28, 2008,
IEU-Ohio and OEG, respectively, filed notices of withdrawal from these proceedings.

Pursuant to Section 4909.19, Revised Code, the Comumission’s staff conducted an
investigation of the matters set forth in DEO’s applications in 07-829, 07-830, 07-831, and
06-1453 and, on May 23, 2008, staff filed its written report of investigation of those
applications. Objections to the staff report were filed by Cleveland, DEO, OCC, Citizens’
Coalition, Integrys, and OPAE. On May 23, 2008, the report of conclusions and
recommendations of the financial audit of DEO by Blue Ridge Consulting Services, Inc.,
was filed. On June 12, 2008, staff filed its written report of investigation of DEO’s
application in 08-169. Objections to the staff report in 08-169 were filed by DEO and OCC,
A prehearing conference was held on July 8, 2008.

By entries issued June 27, 2008, and July 31, 2008, ten local public hearings were
scheduled throughout the company’s service territory. The evidentiary hearing
commenced on August 1, 2008, and concluded on August 27, 2008. On August 22, 2008, a
stipulation was filed in these matters, resolving all of the issues in these cases with the
exception of the issue of the rate design. Signatories to the stipulation are DEO, staff,
OCC, OPAE, Citizens’ Coalition, OOGA, Stand, and Cleveland. On October 10, 2008,
DEO, staff, and OOGA filed a notice of substitution of Joint Exhibit 1-A to the stipulation,
On October 14, 2008, the signatory parties to the stipulation filed late-filed Exhibit 1-C to
the stipulation, which is a revised schedule A-1 containing the revenue requirement
agreed to in the stipulation.! Initial briefs were filed on September 10, 2008, by DEO, staff,
OCC, OPAE, Citizens' Coalition, OOGA, and Cleveland. Reply briefs were filed on
September 16, 2008, by DEO, staff, OCC, OPAE, OOGA, and Cleveland. An oral
argument, on the issue of the rate design, was held before the Commission on
September 24, 2008.

1 All of the signatory parties agreed to the filing of this exhibit, with the exception of Citizens’ Coalition,
which could not be reached.




07-829-GA-AIR et al. -5-

IL SUMMARY OF THE EVIDENCE AND DISCUSSION:

A. Summary of the Local Public Hearings

Ten local public hearings were held in order to allow DEO's customers the
opportunity to express their opinions regarding the issues in these proceedings. Those
hearings were held in the following cities: Youngstown on July 28, 2008, and August 19,
2008; Lima on July 29, 2008; Canton on July 31, 2008; Akron on July 31, 2008, and
August 21, 2008; Cleveland on August 4, 2008; Geneva on August 4, 2008; Marietta on
August 5, 2008; and Garfield Heights on August 18, 2008. At those hearings, public
testimony was heard from 57 customers in Youngstown, 15 customers in Lima, 10
customers in Canton, 31 customers in Akron, 17 customers in Cleveland, 15 customers in
Geneva, 9 customers in Marietta, and 32 customers in Garfield Heights. At each public
hearing, customers were permitted to testify about issues in theses cases. In addition,
some customers who were opposed to the proposals signed forms indicating that they
were at the hearing and they opposed the proposals. In addition to the public testimony,
several hundred letters were filed in the case docket by customers stating opposition to the
applications in these cases.

The principal concern expressed by customers, both at the public hearings and in
letters, was in response to a recommendation made by the staff pertaining to the
appropriate rate design that the company should apply in order to recover the
recommended revenue requirement in these proceedings. Staff recommended that the
Commission approve a rate structure primarily based on a fixed distribution service
charge and a small volumetric rate, rather than the current method of recovery that applies
a minimal customer service charge and relatively high volumetric rates (Staff Ex. 1 at 34).
In gereral, the vast majority of those who testified or wrote letters requested that the staff
recommendation not be adopted. The principal concern expressed by those customers
involved their expectation that the change in rate design and the increase in rates would
negatively impact low-income customers, the elderly, and those on fixed incomes. Those
customers noted that they also face increases in other utility charges, gasoline, food, and
medical expenses and that the proposed increase would cause undue hardship. In
addition, at all of the public hearings, representatives of low-income groups testified as to
the degree to which such customers would be negatively affected by the rate increase.
Many other witnesses expressed concern that the change in rate design would cause low-
use customers to subsidize high-use customers. Some witnesses pointed out that they had
invested in conservation and weatherization measures for their homes and that, under the
proposed change in rate design, their monthly bills would increase even though their gas
use would remain low or decrease. Several other witnesses submitted that their gas usage
was minimal and that increasing the customer charge as proposed by staff would be
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detrimental to them. Witnesses also argued that the proposed increase in rates is not

6-

justified in light of the company’s positive financial position.

B. Summary of the Proposed Stipulation

As noted previously, the parties to these proceedings entered into a stipulation that
was filed on August 22, 2008. The only issue not resolved in the stipulation is the
proposed rate design which was litigated and is expressly reserved in the stipulation for
the Commission’s determination. A new rate design is recommended by the staff, DEO,
and OOGA, but opposed by OCC, Citizens’ Coalition, Cleveland, and OPAE. The
remaining parties take no position on the rate design issue. Pursuant to the stipulation,

the parties agree, inter alia, that:

(1)

(2)

3)

(4)

The parties entered into the stipulation notwithstanding any
objections filed on June 23, and July 25, 2008,2 to the staff reports of
investigation filed May 23, and June 12, 2008.

DBEQO should be granted a net base rate revenue increase of
$40,500,000. The signatory parties agree that DEQ's current rates are
no longer sufficient to yield a reasonable compensation for the
services rendered and are, therefore, unreasonable. The
recommended total net base rate revenue increase of $40,500,000
provides reasonable compensation for the services rendered. The
total revenue requirement reflects 8.49 percent as a reasonable rate of
return on rate base.

Unless otherwise specifically provided for in the stipulation, all rates,
terms, conditions, and any other items shall be treated in accordarce
with the staff reports. If any proposed rates, terms, conditions, or
other items set forth in DEQ's applications are not addressed in the
staff reports, the proposed rate, term, condition, or other item shall be
treated in accordance with the applicable application.

The parties agree that the rate design issue, which is characterized as
fixed versus volumetric and/or a sales decoupling rider versus
straight fixed variable, is not resolved in the stipulation and will be
decided by the Commission after the issue is fully litigated.

2 On September 2, 2008, Cleveland filed a letter clarifying that its objections, which were filed on June 20,

2008, should be included in this provision of the stipulation.
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®)

(6)

9

(8)

)

(10)

The revenue increase includes $5,500,000 for base rate funded
demand-side management (DSM) programs for low-income
customers. In addition to low income DSM expenditures that will be
recovared through base rates, additional annual DSM expenditures of
$4,000,000 will be recovered though a DSM rider applicable to
customers served under the General Sales Service (GSS) and Energy
Choice Transportation Service (ECTS) rate schedules, for a total
annual DSM commitment of $9,500,000. DEQ shall convene, within
two months of the approval of this stipulation, a DSM collaborative
comprised of DEQ, staff, OCC, OPAE, and representatives of other
parties. The collaborative shall enter into a contract by March 31,
2009, to implement said programs. DSM applications seeking
recovery for DSM funding through the DSM rider, over and abave the
current $4,000,000 commitment, may be filed at any time the
collaborative deems an increase in ratepayer funding is reasonable
and prudent. ! an increase in the DSM rider is granted, DEO's
transportation migration riders, Part A and B, shall be increased by
the amount necessary to recover an equivalent amount for funding
DEO’s participation in Gas Technology Institute research programs,
up to $600,000 per year.

By December 31, 2008, DEO shall provide $1,200,000 of shareholder-
funded assistance to those organizations set forth in the stipulation, to
help DEO’s customers in the areas of payment assistance and
education regarding the efficient use of natural gas.

The staff's recommended percentage allocation of the revenue
increase by rate schedule class shall be used to apportion the net base
rate revenue increase to rate schedules,

Firm storage service rates shall be adjusted to reflect increased gas
storage migration costs, but these amounts shall not be treated as a
part of the base rate increase. The portion of firm storage service
revenues reflecting such costs shall be credited to amounts that would
otherwise be recovered by transportation migration rider, Part B. -

The investigation fee set forth in paragraph 23 of the company’s
proposed rules and regulations, relating to meter tampering, shall be
p112.

A late-payment charge (LPC) of 1.5 percent on overdue balances (a)
will be credited toward amounts that would otherwise be recovered
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(11)

(12)

(13)

(14)

(15)

through the uncollectibles expense rider; (b) will not be imposed if the
amount due is paid by the time the next bill is generated; (c) will not
be impased on customers participating in the percentage of income
payment plan (PIPP) or the PIPP arrearage crediting program; and (d)
will not be assessed to customers participating in a short-term
payment plan or budget billing plan, provided they make the
minimum payment required under the plan by the bill due date.
(However, if the customer doea not pay the full plan amount, the LPC
will be charged only on the payment plan arrearage.)

Security deposits shall be billed in three equal installments, to be paid
concurrently with the monthly bill.

No later than six months after approval of the stipulation, DEO shall
complete studies on the feasibility of providing adjusted bill due
dates to allow customers the option of having the due date on the bill
coincide with the time when they are most capable of paying the bill,
and reducing fees charged to customers who pay their bills through
authorized agents, by telephone, by credit card, and through the
internet.

To the extent that any of the items enumerated in paragraphs (10)
through (12) above are addressed in Case No. 08-723-AU-ORD, In the
Matter of the Commission's Review of Chapters 4901:1-17 and 4901:1-18,
and Rules 4901:1-5-07, 4901:1-10-22, 4901.:1-13-11, 4901:1-15-17, 4901:1-
21-14, and 4901:1-29-12 of the Ohio Administrative Code, the outcome of
that rulemaking proceeding shail govern.

The firm receipt point and commeodity exchange revenue sharing
mechanism proposed by DEO shall be implemented, and the
customer revenue portion shall be credited to amounts that would
otherwise be collected through the PIFP rider.

The period in which DEQ must remit payments to natural gas
marketers for the purchase of receivables billed from the DEO’s
customer care system (CCS) shall be extended from 14 to 30 days.
DEQ shall remit 100 percent of the value of supplier receivables, less
any unpaid supplier balances, by writing a check or executing a wire
transfer weekly for accounts billed from the CCS and monthly for
accounts billed from the special billing system. Such payments shall
be made approximately 30 days after the accounts have been billed.
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(16) The $3,720,000 of test year off-system transportation and storage .
revenue shall not be credited to amounts that would otherwise be
recovered through the transportation migration rider, Part B.

(17)

The staff recommendations with regard to the PIR application in (8-
169 shall be adopted with the following modifications:

@)

()

()

(d)

DEQ shall assuine ownership of and responsibility for ail
customer-owned service lines (including effectively coated
lines) whenever such lines are separated from the main line
and a pressure test is required before the line can be returned
ko service.

DEO may implement the PIR program and PIR cost recovery
charge mechanism for an initial five-year period or until the
effective date of new base rates resulting from the filing of an
application to increase base rates, whichever comes first. At.
that time, DEO may request continuation of the PIR program
beyond the initial term, and the other signatory parties retain
all rights with respect to any positions taken in future PIR
filings by the company.

OCC shall be provided an opportunity for meaningful
participation with the company and staff in annual PIR
previews and PIR cost recovery procedures and any other PIR-
related process or proceeding that impacts the scope of the PIR
program and/or the cost recovery of the PIR program.
Beginning within one month of Commission approval of this
stipulation, and annually thereafter, in conjunction with the
annual PIR preview, DEO, staff, OCC and other interested
parties will be given the opportunity to review the PIR
program plan as proposed by DEO for the upcoming year.

By August 2012, DEO shall perform studies assessing the
impact of the PIR program on safety and reliability, the
estimated costs and benefits resulfing from acceleration of the
pipeline replacement activity, and DECYs ability to effectively
and prudently manage, oversee, and inspect the PIR program.
Such studies shall be provided to the signatory parties and
considered in the annual PIR post-audit procedure. Should
QCC decide to engage an auditor independently for the PIR




07-829-GA-AIR et al, -10-

(15)

(19)

(20)

post-audit procedure, DEO agrees to cooperate and provide
the information needed to conduct a meaningful audit.

(&) DEQ shall revise its proposed allocation methodology to
identify and allocate more precisely the costs associated with
investments undertaken in the PIR program. The Commission
will determine the appropriate allocation of such costs.

()  Any savings relative to a baseline level of operation and
maintenance expenses associated with leak detection and
repair processgs, department of transportation inspections of
inside meters that may no longer be necessary if meters are
relocated outside, and corrosion monitoring expenses shall be
used to reduce the fiscal year-end regulatory asset eligible for
recovery through the PIR cost recovery charge. DEO shall
work with staff and OCC to develop an appropriate baseline
for those expenses.

() Any request for re-authorization of the PIR program shalfi be
filed in accordance with then-applicable law and shall include
all applicable due process protections.

The staff’s recommendations with regard to the AMR application in
06-1453 shall be adopted. Within three months of the approval of this
stipulation, DEO shall work with staff and OCC to develop an
appropriate bagseline from which meter reading and call center
savings will be determined and such quantifiable savings shall be
credited to amounts that would otherwise be recovered through the
AMR costs recovery charge.

For purposes of calculating the AMR cost recovery charge and the FIR
cost recovery charge, the rate of return on rate base for calculation of
such charges shall be the rate of return specified in this stipulation.

DEO shall evaluate the feasibility of separating the residential and
nonresidential GSS/ECTS classes for purposes of rate design and will
share with the signatory parties the results of the feasibility study
before including in its next base rate application a class cost of service
study that separately assesses those classes,
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(21) DEO shall file tariff sheets to implement the provisions of this
stipulation and commitments made to the OOGA in accordance with
the letter attached as Joint Exhibit 1-B.

(Jt. Ex. 1),

C. Consideration of the Stipulation

Rule 4901-1-230, O.A.C., authorizes parties to Commission proceedings to enter into
stipulations. Although not binding on the Commission, the terms of such an agreement
are accorded substantial weight. See, Consumers’ Counsel v. Pub. Util. Comm., 64 Ohio 5t.3d
123, at 125 (1992), citing Akron v. Pub. Util. Comm., 55 Ohio 5t.2d 155 (1978). This concept is
particularly valid where the stipulation is unopposed by any party and resolves almost all
of the issues presented in the proceeding in which it is offered.

The standard of review for considering the reasonableness of a stipulation has been
discussed in a number of prior Commission proceedings. See, e.g., Cincinnati Gas &
Electric Co., Case No. 91-410-EL-AIR (April 14, 1994); Western Reserve Telephone Co., Case
No. 93-230-TP-ALT (March 30, 1004); Ohio Edison Co., Case No. 91-698-EL-FOR et al.
(December 30, 1993); Cleveland Electric MMum. Co., Case No. 88-170-EL-AIR (January 30,
1989); Restatement of Accounts and Records (Zimmer Plant), Case No. 84-1187-EL-UNC
(November 26, 1985). The ultimate issue for our consideration is whether the agreement,
which embodies considerable time and effort by the signatory parties, is reasonable and
should be adopted. In considering the reasonableness of a stipulation, the Commission
has used the following criteria:

(1) Is the settlement a product of serious bargaining among
capable, knowledgeable parties?

(2) Does the setilement, as a package, benefit ratepayers and the
public interest?

(3)  Does the settlement package violate any important regulatory
principle or practice?

The Ohio Supreme Court has endorsed the Commission’s analysis using these
criteria to resolve issues in a manner economical to ratepayers and public utilities. Indus.
Energy Consumers of Ohio Power Co. v. Pub. Util. Comm., 68 Ohio 5t.3d 547 (1994), (citing
Consumers’ Counsel, supra, at 126). The court stated in that case that the Commission may
place substantial weight on the terms of a stipulation, even though the stipulation does not
bind the Commission (ld.).
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The signatory parties agree that the stipulation is supported by adequate data and
information, represents a just and reasonable resolution of certain issues in these
proceedings and is the product of lengthy, serious bargaining among knowledgeable and
capable parties (Jt. Ex. 1 at 2). In support of the stipulation, Jeffrey A. Murphy, Director of
Rates and Gas Supply for DEO, testified that the signatory parties to the stipulation
regularly participate in regulatory matters before the Commission and represent a broad
range of interests, including the company, staff, various consumer groups, a major natural
gas marketer, and a natural gas producer (DEO Ex. 1.4at3). Upon review of the terms of
the stipulation and the attached schedules and tariffs, the Commission believes that the
parties engaged in comprehensive negotiations prior to signing the agreement. Therefore,
based on our three-prong standard of review, we find that the first criterion, that the
process involved serious bargaining by knowledgeable, capable parties, is met.

Mr. Murphy testified that the stipulation, as a package, benefits ratepayers and the
public interest. According to the witness, the $40,500,000 net base rate revenue increase
agreed to in the stipulation represents a $30,000,000 reduction from the increase requested
by DEQO in its application. In addition, Mr. Murphy notes that the stipulation provides for
two new initiatives, the AMR and PIR programs, which will enhance service and safety.
The witness further states that, among other things, the stipulation benefits customers by
protecting low-income customers and providing for a substantial increase in the funding
of programs to assist customers, i.e., the DSM program (DEO Ex. 1.4 at 4-6). Upon review
of the stipulation, we find that, as a package, with the modification discussed later in this
opinion and order, it benefits the ratepayers and the public interest. The Commission
notes, however, that, while the stipulation may serve to benefit the immediate needs of the
parties, it may not advance the public’s longer term interest in promoting energy efficiency
and conservation. The Commission is concerned that declining block rate structures, such
as that embodied in the parties’ stipulation for the Large Volume General Sales Service
and Large Volume Energy Choice Transportation Service rate classes, may not encourage
efficient use. While it is incumbent upon the Commission to balance competing policy
interests, energy efficiency and conservation concerns have gamered amplified
Comumission attention. In the interest of timely resolution of a matter to which all parties
have agreed, however, the Commission is willing to accept this stipulation.

Finally, the signatory parties agree that the stipulation violates no regulatory
principle or precedent (Jt. Ex. 1 at 2). Upon congideration, the Commission finds that there
is no evidence that the stipulation violates any important regulatory principle or practice
and, therefore, the stipulation meets the third criterion. Accordingly, we find that the
stipulation entered into by the parties should be adopted, as modified herein.
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The Commission notes that the parties have agreed, in the stipulation, to adopt
staff's recommendations related to AMR. Specifically, the parties agreed that, within three
months of the Commission’s approval of this stipulation, DEO shall work with staff and
QCC to develop an appropriate baseline from which meter reading and call center savings
will be determined and such quantifiable savings shall be credited to amounts that would
otherwise be recovered through the AMR cost recovery charge. While the Commission
acknowledges that DEO is already involved in the deployment of AMR technology,
advanced metering infrastructure (AMI) technology offers additional benefits to both
customers and the company that may warrant consideration by the Commission. DEQO
acknowledged that it had not conducted any evaluation of partnering with electric utilities
or purchasing services from electric companies that may deploy AMI and have a service
territory overlapping with that of DEO (August 25, 2008, Tr. at 79). Accordingly, the
Commission directs DEO to conduct a review and report back to the staff within 180 days
of this order on the technical capability of DEO’s advanced metering system to take
advantage of communications systems and services that could become available with
parallel electric utility deployment of AMI and on the potential consumer and utility
benefits and costs associated with utilizing enhanced AMI communications systems and
services.

D. Summary of the Rate Design Issue
1. Background and General Arguments

The only outstanding issue in this case is the appropriate rate design. In its initial
filings, DEO proposed that a sales reconciliation rider (SRK) be applied to the company's
sales and ECTS rate schedules. Initially, the SRR would be set at zero and, on the first of
November of each year, the rider rate would be revised after approval by the Commission
(App. Par. 7). In the application, the company stated that the reduced gas consumption
attributable to energy conservation inhibits DEC’s ability to earn the Commission-
approved revenue requirement, because there is an over-reliance on volumetric rates and
an understatement of the costs that do not vary with usage. According to the application,
the SRR would address this problem and would eliminate DEO’s disincentive to support
energy conservation measures through DSM by decoupling the linkage between customer
usage and the company’s opportunity to receive revenue requirements based on its cost of
providing utility service. DEQ also notes that a move to a straight fixed variable {SFV) rate
design would eliminate the problem entirely. DEO explained that, as proposed in the
application, the SRR was modeled after the mechanism approved by the Commission n In
the Matier of the Application of Vectren Energy Delivery of Ohio, Inc., for Approval Pursuant to
Revised Code Section 4929.11, of a Tariff to Recover Conservation Expenses and Decoupling
Revenues Pursuant to Aulomatic Adjustment Mechanisms and for Such Accounting Authority as
May be Required to Defer Such Expenses and Revenues for Future Recovery Through Such




07-829-GA-AIR et al. -14-

Adjustment Mechanisms, Casé No. 05-1444-GA-UNC, Supplemental Opinion and Order
(June 27, 2007) (Vectren) (App. Alt. Reg, Exs. A and B; DEO Ex. 1.0 at 40-42).

In the staff report, it was noted that, under the traditional rate design for gas
companies, which consists of a minimal customer service charge and a volumetric rate, the
gas utilities have seen the recovery of the distribution costs deteriorate as the volume of
gas used has decreased. Therefore, staff recommended, as a replacement for DEQ's
proposed SRR, a change in the rate structure policy that is based on a fixed distribution
service charge. According to the staff report, this rate design would reduce the revenue
deterioration in a time of reduced consumption, would reduce the need for frequent rate
cases, and would alleviats the need for a decoupling mechanism, such as the SRR
proposed in the initial application, which requires frequent reconciliations (Staff Ex. 1 at
34-36),

As noted previously, the stipulating parties agreed that the rate design issue,
characterized as fixed versus volumetric and/or a sales decoupling rider versus straight
fixed variable, is not resolved through the stipulation and would be submitted to the
Commission for a decision (Jt. Ex. 1 at 4). DEO points out that all of the parties agree that
some form of decoupling mechanism is required for DEO. However, the parties disagree
on the specific design of the mechanism (DEO Br. at 1-2).

DEQO and OOGA have joined staft in the rate design recommended in the staff
report for a fixed distribution service charge. Therefore, DEO, staff, and OOGA advocate
the adoption of a modified SFV or levelized rate design which allocates most of the fixed
costs of delivering gas to a monthly flat fee, with the remaining fixed costs being recovered
through a variable or volumetric component (Staff Ex. 1 at 34-36; Jt. Ex. 1 at 4; Jt. Ex. 1-A),
The modified SFV proposal would be applied to DEO’s GSS and ECTS rate schedules and
would limit eligibility to customers consuming less than 3,000 thousand cubic feet {mcf)
per year. [n addition, the proposal would be phased in over a two-year period (DEO Ex.
14 at?).

Under this proposed modified SFV rate design, DEC's current $5.70 and $4.38
residential fixed customer charges, as well as the $1.2355 and $1.1201 per mef charges, for
DEQ’s East Ohio and West Ohio Divisions, respectively, would be eliminated. Instead,
residential customers would pay a flat monthly fee of $12.50 in year one and $15.40 in year
two, but with a corresponding lower usage component to recover the remaining fixed
distribution costs. Under the levelized rate design proposal, the monthly volumetric
charge in year one would be $0.648 per mcf for the first 50 mef and $1.075 per mef over 50
mcf. In year two, the volumetric charge would be $0.378 per mef for the first 50 mcf and
$0.627 per mcf over 50 mcf (Staff Ex. 1 at 34-36; Jt. Ex. 1 at 4; Jt. Ex. 1-A; DEO Ex. 1-4 at 7-
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8)3 According to DEO, the proposal is termed a “modified” SFV because the rates
proposed in Joint Exhibit 1-A do not recover all of DEQ's fixed costs in the fixed monthly
customer charge. DEQ explains that, under the modified SFV, for the average customer
using 99.1 mcf per year, only 71 percent of the annual base rate revenues will be provided
by the $12.50 fixed monthly charge and, in year two, only 84 percent of the annual base
rate revenues will be provided by the $15.40 monthly charge (DEO Ex. 1.4 at 8).

The modified SFV rate design is opposed by OCC, Citizens’ Coalition, Cleveland,
and OPAE, who advocate for keeping the current low residential customer charge and
high volumetric rates. They argue that, if a decoupling mechanism is to be adopted, the
appropriate design is a decoupling rider, such as the SRR that was initially proposed in
DEQ's application, rather than the modified SFV or levelized rate design recommended by
DEQ, staff, and OOCA (Jt. Ex. 1 at 4; OCC Br. at 3). The remaining pariies in this case take
no position on the rate design issue (Jt. Ex. 1 at 4).

DEO states that there are no statutory provisions expressly related to rate design,
The company notes that both the SFV approach advocated by staff, DEQ, and OOGA, and
the rider approach advocated by the consurner groups are consistent with the results of
the cost-of-service study, provide DEQ with its revenue requirement, and do not violate
any statute or decision of the Ohio Supreme Court. Therefore, DEO submits that the
Commission should decide which rate design is best by considering which is most
consistent with the fundamental regulatory principles and policies of the Commission
(DEO Br. at 2-3).  DEO’s witness, Mr. Murphy, testified -that DEQ's operation and
maintenance expenses, as well as other elements of the cost of service for the company, are
predominantly fixed in nature and do not vary with usage (DEO Ex. 14 at 9). According
to staff, the distribution facilities required to serve a small residence are, typicaily, the
same as those required to service a large residence (Staff Ex. 1 at 34). DEO and staff
submit that the SFV rate design is more consistent with the principle of cost causation,
which supports recovering the fixed costs in a more fixed manner (Tr. IV at 83; DEO Br. at
5; Staff Ex. 1 at 34). DEO points out that the SRR rate design advocated by the consumer
groups requires customers to pay a higher portion of the fixed costs during the heating
season, which is inconsistent with the manner in which the costs are incurred; therefore,
DEQ posits that the rider design does not embody the degree of cost causation inherent in
the SFV rate design (DEO Br. at 6). Mr. Murphy points out that the current $5.70 fixed
+ charge provides only 30 percent recovery of the company’s authorized base rate revenue
(Tr. IV at 89). However, under the SFV rate design, in year two, DEO will recover 84
percent of it base rate revernwes in the fixed charge (DEO 1.4 at 8). To ensure that DEO is
financially stable and able to invest in its pipeline system, OOGA states that it is essential

3 On October 10, 2008, DEO, staff, and OOGA filed a letter clarifying that the volumetric charpes set forth
in Jt Ex 1-A were updated in the proposed tariffs filed on October 8, 2008, to reflect the revenue
requirement agreed to in the stipulation.




07-829-GA-AIR et al. -16-

that DEQ’s fixed costs for operating and maintaining its system be separated from the
costs for the volume of gas transported, and points out that this is accomplished by the
SFV rate design (OOGA Br. at 5). In addition, DEO, staff, and OOGA note that the
modified SFV is consistent with the levelized rate design approved by the Commission in
In the Matter of the Application of Duke Energy Ohio, Inc., for an Increase in Rates, for Approval
of an Alternative Rate Plan for Gas Distribution Service, and for Approval lo Change Accounting
Methods, Case Nos. 07-589-GA-AIR, 07-590-GA-ALT, and 07-591-GA-AAM, Opinion and
Order (May 28, 2008) (Duke) (DEQ Ex. 1.4 at 8-9; Staff Br. at 2; OOGA Br. at 4).

Finally, OPAE maintains that the SFV rate design undermines the traditional
regulatory balance and renders the utility virtually risk free by allowing DEO to recover 84
percent of its revenue requirement in year two (OPAE Br. at 6). However, DEO argues
that it faces economic risks under the SFV rate design, citing, as an example, the fact that
three out of four of DEQ's largest customers filed for bankruptcy (Tr. VI at 43} In
addition, DEO submits that the reduced rate of return found in the stipulation reflects the
reduced risk to the company (Tr. V1 at 47).

2. Conservation

OCC, OPAE, Cleveland, and Citizens’ Coalition argue against the SFV rate design,
stating that it violates Sections 4929.02 and 4905.70, Revised Code, and the state policy to
promote congervation (OCC Br. at 2; OPAE Br. at 3; Cleve. Br. at 3; Cit. Coal. Br. at 9 and
12). OCC, OPAF, and Cleveland believe that the SFV rate design provides a disincentive
for conservation and decreases the natural gas price signal that encourages customers to
conserve (OCC Ex, 21 at 10-11; OCC Br. at 2; OPAE Br. at 3; Cleve. Br. at 9-10).
Furthermore, Cleveland argues that approval of the SFV rate design will impede the
development of DSM innovation in Ohio (Cleve. Br. at 10). OCC, OPAE, and Cleveland
believe that the SFV proposal penalizes those customers who made energy efficiency
investments and leads to less energy efficiency by lessening consumer incentives for self-
initiated efficiency and increases the period of time for payback on the investments in hard
economic times (OCC Ex. 21 at 13-15; OCC Br. at 2; OPAE Br. at 3; Cleve. Br. at 7).
According to Cleveland, the fixed cost nature of the SFV rate design diminishes the value
of a customer’s reduction in consumption through energy conservation, because a smaller
amount of the customer's bill is determined by the volumetric rate (Cleve. Br. at 7). OCC
believes that because the SFV rate design reduces costs to high-use customers, those
customers will be encouraged to use more gas (OCC Reply Br. at 8).

In response to the allegation that a reduction in the variable rate will render
conservation futile, DEQ and staff argue that the gas cost is, and will remain, the largest
charge on most bills and, thus, will be the primary driver for customers’ congervation
decisions (DEO Br, at 7; Staff Ex. 3 at 34).  DEO points out that OCC’s witness, Mr.
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Radigan, agrees that the total bill is the “biggest driver of usage decision” (DEO Br. at 7;
Tr. V at 23). Therefore, DEO reasons that conservation is not discouraged by the SFV rate
design and conserving customers will reap the full value of gas cost savings under this
rate design (DEO Br. at 7). Staff also notes that, if the volumetric rate is artificially inflated
beyond its cost basis, as i the case with the SRR proposal, a customer’s analysis of the
payback for conservation is skewed, which will cause the customer to overinvest in
conservation, thus exacerbating the underrecovery of DECY's fixed costs (Staff Ex. 3 at 4-5).
DEQO maintains that the SFV proposal accomplishes the goal set forth in Section 4929.02,
Revised Code, by aligning the interests of DEO and its customers with respect to energy
efficiency and conservation (DEO Br. at 10). DEO and staff argue that, by lessening the tie
between a customer’s usage and DEO’s revenues, the SFV rate design eliminates the
primary disincentive to DEQ's support of conservation measures (DEO Br. at 10; Staff Ex.
3 at 5). DEO contends that its willingness to nearly triple its DSM funding pursuant to the
stipulation is evidence that the SFV better aligns DEO's interest in promoting conservation
with that of its customers than does the SRR alternative promoted by the consumer groups
(DEO Br. at 10).

3. Price Signals and Simplicity

DEO believes that the SFV proposal further supports the policy goals of Section
4929.02, Revised Code, because the more accurate price signals will improve market
operation and customer participation. DEO also notes that, consistent with Section
4929.02, Revised Code, the SFV rate design will avoid subsidies, such as the subsidization
of conservation services and of low-usage customers by normal- and high-usage
customers, which would occur under the SRR proposal (DEO Br. at 11-12),

Furthermore, DEQ contends that the SFV model advances the stabe energy policy,
as modified by Am. Sub. Senate Bill No. 221, which was signed into law May 1, 2008 (DEO
Ex. 1.4 at 8). DEO and staff believe that the SFV rate design sends better price signals to
customers (DEO Ex. 1.4 at 9; Staff Br. at 4). As DEO explains, the company’s non-gas costs
are primarily fixed and the SFV rate design would accurately communicate to customers
the fact that DEO’s costs to serve them are primarily fixed. On the other hand, according
to DEQ, the current rate design sends the misleading price signal that the company’s costs
vary with monthly usage. According to DEQ, this misleading signal would not be cured if
the rider advocated by the consumer groups is adopted (DEO Br, at 6). In addition, DEO
avers that the inevitability of true-ups assaciated with the SRR makes it more difficult for
customers to make decisions based on the price of distribution. For exampie, with the SRR,
a customer saving in one period by conserving may have to pay a rate increase in a
subsequent period in order to offset the impact on the base rate revenues (DEO Ex. 1.4 at
10; DEO Br. at 7).
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DEQ offers that the SFV rate design is straightforward and achieves simplicity
because a fixed charge collects most fixed costs and a per-unit charge mostly collects costs
that vary with usage (DEO Br. at 8). DEO points out that OCC’s witness, Mr. Radigan,
agrees that levelized rates are easier for customers to understand and that a decoupling
rider is harder to explain that the SFV rate design (Tr. V at 21; DEO Br. at 9). DEO and
staff note that not only is the rider proposal hard to explain but it is complex to execute
because it will require additional, and potential contentious, proceedings before the
Commission (DEQ Br. at 9; Staff Ex. 3 at 6). In addition, staff notes that the SFV approach
eliminates the need for carrying charges associated with deferred recoveries, such as those
required by the SRR proposal (Staff Ex. 3 at 6; Staff Br. at 2).

4. Customer Usage

With regard to customer use, DEO advocates that the modified SFV rate design is
preferable to the SRR supported by the consumer groups because the SFV design
addresses the issue of declining use per customer by permitting a greater recovery of fixed
charges in a demand rate rather than a usage rate (DEO Ex. 1.4 at & Tr. Vi at 12).
According to DEO's witness, Mr. Murphy, “DEQ’s average weather-normalized use per
customer (“UPC”) declined at a moderate rate of 1-2% per year until prices began to rise
substantially, culminating in a year-over-year UPC decline of over 6% when prices .
reached their all-time peak during the 2005-2006 winter...” (DEO Ex 1.0 at 41). Staif agrees
that the continued deterioration in consumption results in DEO underrecovering revenues
associated with fixed costs (Staff Ex. 1 at 34).

OPAE and OCC argue that neither DEO nor the staff supports the assertion that
declines in the customer usage per capita resulted in DEO failing to meet the revenue
requirement authorized in DEQ'’s prior rate case, let alone the new revenue requirement.

. OPAE believes that there is no justification for an SFV rate design other than a financial
advantage for DEO (OPAE Br. at 2, OCC Reply Br. at 5).

OCC is concerned that low-usage customers may drop off the system if the SFV rate
design is approved (OCC Ex. 21 at 12-13; OCC Br. at 2). If this occurs, OCC contends that
DEQ will lose revenues, which it will attempt to collect from the remaining customers in a
future rate case (OCC Reply Br. at 5-7). Cleveland points to Mr. Radigan’s testimony to
support its contention that low-usage customers will bear a disproportionately greater
increase in their natural gas bills if they maintain their current usage patterns (Cleve. Br. at
8; OCC Ex. 21 at 12). Cleveland believes that this could have an even greater impact on
low-income and elderly customers with fixed incomes (Cleve. Br. at 8). According to
OCC, the SFV rate design is regressive toward low-usage customers, some of which are
low- or fixed-income customers (OCC Ex. 21 at 11-12; QCC Br. at 2). Furthermore, OCC
submits that the SFV rate design results in low-usage residential customers, who will see
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an increase in their fixed monthly charge, subsidizing high-usage non-residential
customers, who will see a decrease in their fixed monthly charge (OCC Br, at 9-10).
Cleveland states that it opposes any rate design which, in the event customers conserve
gas or are low-use customers, guarantees DEO recovery (Cleve, Br. at 3).

5. Impact on Low-Income Customers

Turning now to the concern for low-income customers, OPAE argues that low-
income users will be harmed if the SEV rate design is adopted. Furthermore, OPAE
believes that adoption of the SFV rate design will create pressure for low-income
customers that have not previously sought assistance to request it (OPAE Br, at 5).

DEQ states that the average usage for DECs residential customers is 99.1 mcf per
year and the average usage for DEQ’s PIPP customers is 131 mcf per year (Tr. IV at 18-19).
DEO argues that the record reflects that both PIPP and non-PIPP low-income customers
use more gas than the average residential DEO customer uses {(DEQ Reply Br. at 10). Using
the average PIPP usape as a proxy for low-income customers, staff witness Steve Puican
testified that, on average, low-income customers in DEQ’s territory are not low-usage
customers. Therefore, staff concludes that, because low-income customers are more likely
to be high-usage customers, it is reasonable to conclude that low-income customers are
more likely to actually benefit from the SFV rate design (Staff Ex. 3 at 7; Staf Br. at 14).

OCC disagrees with staff's assumption that the average usage of PIPP customers is-

an appropriate proxy for the average usage of non-PIPP low-income customers (Staff Ex. 3
at 7, OCC Br. at 11). OCC witness Colton, referring to data from the United States Census
Bureau, United States Department of Energy, Department of Labor, and the Energy
Information Administration, counters that PIPP is not an appropriate proxy for low
income customer usage (OCC Ex. 22 at 10-36; OCC Br. at 11). Mr. Colton believes that, in
addition to the level of consumption to determine if the average low-income customer is a
low-usage customer, Mr. Puican should have considered the size and density of the
customers’ housing units, because both are related to income level (OCC Ex. 22 at 34-35),
Citing Mr. Colton’s testimony, Cleveland argues that, because of their limited means, low-
income customers likely live in smaller dwellings and use less gas than wealthy
homeowners in larger homes (Cleve, Br at 8; OCC Ex. 22 at 10-21). When looking at usage
and density, Mr. Colton concludes that the SFV rate design shifts costs from the higher-
income households to the lower-income households (OCC Ex. 22 at 34-35).

DEO rebuts OCC'’s argument stating that an analysis of a valid proxy for the low-
income non-PIPP customers reveals that those customers, on average, will save money in
the first year of the transition to SFV and see an increase of only $0.43 per month in year
two (DEO Ex. 1.5 at 4). DEO submits that the testimony and analysis of OCC's witness,
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Mr. Colton, should be rejected because it is fundamentally flawed in that it relied on
nationwide and statewide data that is not specific to DEO's territory and the facts in this
case. Further, DEO avers that Mr. Colton incorrectly assumes that annual gas
expenditures and consumption are equivalent (DEO Reply Br. at 13). OCC and OPAE
discount DEQ’s attempt to rebut Mr. Colton’s conclusions (OCC Br. at 13; OFAE Br. at 4).

6, Cost-of-Service Study for GSS class

With regard to DEO’s cost-of-service study for the GSS class, OCC argues that
DEO's study does not support charging GSS class customers uniform rates under the SFv
rate design. OCC explains that the GSS class is comprised of non-homogenous residential
and non-residential consumers with widely varying usage. OCC points out that the
average residential customer uses 99.1 mcf per year, the average non-residential customer
uses 390 mcf per year, and the largest consumption in the GSS class is in excess of 5,000
mef per year {OCC Br. at 6-7; Tr. IV at 18). According to OCC, under the SFV rate design,
no user should pay more than their appropriately allocated share of fixed costs; however,
the record does not establish that all customers in the GSS class place the same burden on
the system. OCC maintains that, without more detail in the cost-of-service study, it is
undetermined who is actually responsible for the fixed costs that are recovered through
the SFV rate design. OCC believes that the same fixed charge should not be levied on the
residentia} customers and the non-residential large users, ie., those in excess of 300 mef
per year, in the GSS class. OCC advocates that a new class of service study should be done
which separates the customers in the GSS class into more homogeneous groups, OCC
notes that, while this cost-of-service study will be done prospectively pursuant to the
stipulation, this future event will not help low-use residential customers harmed by the
SFV rate design (OCC Br. at 7-8). :

DEQ maintains that the SFV rate design is supported by cost-of-service studies
(DEO Ex. 14 at 9). Contrary to OCC's assertions regarding the cost-of-service studies,
DEO states that OCC’s witness Mr. Radigan, conceded that DEO’s cost-of-service stady
was reasonably conducted and followed generally accepted guidelines for such studies
(OCC Bx. 21 a 21). Furthermore, DEQ's witness Andrews believes that, if any subsidy is
taking place, it is the non-residential customers within the GSS class that are subsidizing
the residential customers (Tr. 1 at 235 and 237). In fact, according to Mr, Andrews, the
inclusion of the non-residential customers in the GSS class is a benefit to the residential
customers because it ends up lowering the costs to serve the GS5 class as a whole (Tr. 1 at
219).
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7. Gradualism

Referring to the doctrine of gradualism, according to OCC, this doctrine of rate
design will be violated if the SFV concept is approved (OCC Ex. 21 at 15-17; OCC Br. at 2),
OCC states that the increase of the customer charge, by $8.12 in year one and $11.02 in
year two, will cause harm to DEQ's residential customers and the regulatory process.
OCC, the Citizens’ Coalition, and Cleveland argue that, in deciding the rate design issue,
the Commuission should take into consideration the public outcry at the local public
hearings and in the letters submitted in these dockets that oppose the SFV rate design
(OCC Br. at 14; Cit. Coal. Br. at 1; Cleve. Br. at 5). The Citizens’ Coalition submits that the
Commission should take into consideration the fragile economic situations of DEQ's
customers, a3 evidenced in the testimony provided at the public hearings, when deciding
if the customers should be subject to the rate shock that the Citizens’ Coalition maintains
will be caused by adoption of the SFV rate design (Cit. Coal. Br. at6). OCC also maintains
that the SFV rate design will have a more extreme impact on customer bills than would the
SRR decoupling proposal which provides for the reconciliation of revenue (OCC Ex. 21 at
17-19; OCC Br. at 2). OPAE states that the SRR strikes an appropriate balance between the
customers who deserve a refund when increased sales result in over-earning, while at the
same time protecing DEO from reductions in sales due to weather, conservation,
efﬁc:lency, and price volatility (OPAB Br. at 7).

_ DEO and staff advocate that the SFV proposal contains measures that satisfy the

principle of gradualism. DEO submits. that the two-year phase-in of the SFV -rates will
give the affected customers an opportunity to adjust to the elimination of past subsidies,
Furthermore, DEO and staff emphasize that, under the SFV proposed rates, DEQ will only
be recovering 84 percent of its annual base-rate revenues in year two and 16 percent of the
fixed costs will still remain in the volumetric rates (DEO Br. at 12-13; DEO Ex. 1.4 at 8; Staff
Br. at 12). In addition, DEO notes that the increase in funding for DSM spending set forth
in the stipulation from $3,500,000 to $9,500,000, with an additional $1,200,000 supporting
jow-income programs and consumers, is another way the potential impact of the SFV
proposal is being mitigated (DEO Br. at 13).

E. Consideration of the Rate Design Issue

The Commission notes initially that the parties in these proceedings agree that
DEQ's rates are no longer sufficient to yield a reasonable compensation for the services
rendered by the company, Furthermore, there is also no dispute in this case as to the
amount of the increase in revenues needed to allow DEO to earn a fair rate of return on its
investment (Jt. Ex. 1 at 3).

The only issue left for the Commission to decide is the design of the rates that DEO
should bill to GSS/ECTS customers in order to collect the revenues agreed to in the
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settlement. Several months age, we were faced with this same issue in the Duke case and,
in that case, we determined that it was time to reevaluate traditional natural gas rate
design. In the past, natural gas utilities provided both the natural gas itself and the
infrastructire and services to deliver it. Now customers can choose a natural gas supplier
separate from the distribution utility which delivers it. Historically, natural gas rate
design included a modest customer charge which only covered a portion of the fixed costs,
such as metering charges, but recovered other fixed charges through a volumetric rate that
added to the cost of the natural gas itself. We also noted in Duke, as we do in these cases,
that conditions in the natural gas industry have changed markedly in the past several
years. The natural gas market is now characterized by volatile and sustained price
increases, causing customers to increase their efforts to conserve gas. The evidence of
record documents the sales-per-customer trend in recent years and reflects that, when
prices began to rise substantially, DEQ’s average weather-normalized use per customer
declined each year by over six percent (DEO Ex 1.0 at 41; Staff Ex. 1 at 34). Under
traditional rate design, the ability of a utility, like DEO, to recover its fixed costs of
providing service hinges in large part on its actual sales, even though the company’s costs
remain fairly constant regardless of how much gas is soid. Thus, a negative trend in sales
has a corresponding negative effect on DEO’s ongoing financial stability, its ability to
attract new capital to invest in its network, and its incentive to encourage energy efficiency
and conservation.

The Commission has determined previously, and does so again today, that a rate
design which separates or “decouples” a gas company’s recovery of its cost of delivering
the gas from the amount of gas customers actually consume is necessary to align the new -
market realities with important regulatory objectives. We believe it is in the interest of all
customers that DEC has adequate and stable revenues to pay for the costs of its operations
and capital and to ensure the continued provision of safe and reliable service, We further
believe that there is a societal benefit to promoting conservation by removing from rate
design the current built-in incentive to increase gas sales. A rate design that prevents a
company from embracing energy conservation efforts is not in the public interest. A strict
application of cost causation would “decouple” throughput and recovery of fixed costs,
thus eliminating any disincentive to promote conservation.

Additionally, the stipulation provides $9,500,000 for DSM projects under the
stipulation is critical to our decision in this case (Jt. Ex. 1, at 4). The Commission has long
recognized that conservation and efficiency should be an integral part of natural gas
policy. To that end, the Commission has recognized that DSM program designs that are
cost-effective, produce demonstrable benefits, and produce a reasonable balance between
reducing total costs and minimizing impacts on norn-participants are consistent with
Ohlo’s economic and energy policy objectives. In the stipulation, the parties have agreed
to fund DSM programs for low-income customers as well as to convene, within two
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months, a DSM collaborative comprised of DEO, staff, OCC, OPAE, and representatives of
other partics,. We laud the parties for this agreement and we encourage DEO to make
cost-effective weatherization and conservation programs available to all low-income
consumers and to ramp up such programs as rapidly as reasonably practicable.
Furthermore, we encourage the collaborative to address additional opportunities to
achieve energy efficiency improvements and to consider programs which are not limited
to low-income residential consumers. As part of its review, the collaborative should
develop energy efficiency program design alternatives and should consider those
alternatives in a manner that strikes a balance between cost savings and any negative
ratepayer impacts. The energy efficiency programs should also consider how best to
achieve net total resource cost and societal benefits; how to minimize unnecessary and
undue ratepayer impacts; how process and impact evaluation will be conducted to ensure
that programs are implemented efficiently; how to capture what otherwise become lost
opportunities to achieve efficiency improvements in new buildings; how to minimize “free
ridership” and the perceived inequity resulting from the payment of incentives to those
who might adopt efficiency measures without such incentives; and how to integrate gas
DSM programs with other initiatives. Noting that the stipulation establishes a
collaborative and a threshold related to reasonable and prudent DSM spending above the
current $4,000,000 commitment, the Commission directs that the collaborative shall file a
report within nine months of this order, identifying the economic and achievable potential
for energy efficiency improvements and program designs to implement further reasonable
and prudent improvements in energy efficiency.

In evaluating whether the strict application of cost causation principles would
result in a disproportionate impact on economically vulnerable customers, we consider
low-income users, some of whom may also be on fixed incomes, We are persuaded that
the majority of low-income customers actually use more natural gas, on average, than
those customers whose means place them above 175 percent of the federal poverty level.
Thus, low-income customers, on average, would actually enjoy lower bx]ls under the strict
application of cost causation principles.

Having determined that a new decoupling rate design is appropriate, we must
decide which is the better choice of two methods: a levelized rate design (that is, SFV),
which recovers most fixed costs up front in a flat monthly fee, or a decoupling rider (that
is, SRR), which maintains a lower fixed customer charge and allows DEQ to offset lower
sales through an adjustable rider.

On balence, the Comunission finds that the modified SFV rate design advocated by
DEO, staff, and OOGA is preferable to a decoupling rider. Both methods would address
revenue and earnings stability issues in that the fixed costs of delivering gas to the home
will be recovered regardless of consumption. Each would also remove any disincentive by
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the company to promote conservation and energy efficiency. The levelized rate design,
however, has the added benefit of producing more stable customer bills throughout all
seasons because fixed costs will be recovered evenly throughout the year. In contrast,
with a decoupling rider, as favored by OCC, OPAE, the Citizens’ Coalition, and
Cleveland, customers would still pay a higher portion of their fixed costs during the
heating season when their bills are already the highest, and the rates would be less
predictable since they could be adjusted each year to make up for lower-than-expected
sales.

A levelized rate design also has the advantage of being easier for customers to
understand. Customers will transparently see most of the costs that do not vary with
usage recovered through a flat monthly fee. As we noted in Duke, customers are
accustomed to fixed monthly bills for numerous other services, such as telephone, trash,
internet, and cable services. A decoupling rider, on the other hand, is much more
complicated and harder to explain to customers. Ut is difficult for customers to understand
why they have to pay more through a decoupling rider if they worked hard to reduce their
usage; the appearance is that the company is penalizing them for their conservation
efforts.

The Commission also believes that a levelized rate design sends better price signals -
to consumers. Under the current rate structure, the rate for delivering the gas to the home
is only about 30 percent of the total bill; therefore, the largest portion of the bill, the other
70 percent, is for the gas that the customer uses (Ir. IV at 89). This coounodity portion, the
cost of the actual gas used, is the biggest driver of the amount of a customer’s bill.
Therefore, we believe that the gas usage will still have the biggest influence on the price
signals received by the customers when making gas consumption decisions, and
customers will still receive the benefits of any conservation efforis in which they engage.
While we acknowledge that there will be a modest increase in the payback period for
customer-initiated energy conservation measures with a levelized rate design, this result is
counterbalanced by the fact that the difference in the payback period is a direct result of
inequities within the existing rate design that cause higher-use customers to pay more of
their fair share of the fixed costs than low-use customers.

The levelized rate design also promotes the regulatory objective of providing a
more equitable cost allocation among customers, regardless of usage. It fairly apportions
the fixed costs of service, which do not change with usage, among all customers, so that
everyone pays his or her fair share. Customers who use more energy for reasons beyond
their control, such as abnormal weather, large number of persons sharing a household, or '
older housing stock, will no longer have to pay their own fair share plus part of someone
else’s fair share of the costs.
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We turn now to the issue raised by the parties regarding intra-class cost allocation.
The foundation of rate design is that each customer bears his or her proportionate share of
the costs for providing the utility services. We conclude that the costs at issue are
principally fixed. We are convinced that, while no cost of service analysis can perfectly
allocate costs, a strict cost causation analysis of the facts in this matter leads to the
conclusion that each GSS/ECTS customer should bear an equal proportion of the
distribution costs, We do note, however, that, while the GSS/ECTS rate classes could be
more precisely drawn, to the extent that there is an intra-class subsidy there is evidence
that it may be from nonresidential users to residential users.

Our analysis does not end there, however. Before strictly applying cost causation,
we must consider and balance other important public policy outcomes of rate design
Would strict application of cost causation discourage conservation? Would it
disproportionately impact economically vulnerable consumers, including both low-
income customers and those on a fixed income? Will customers understand the rate
design? Does it generate accurate price signals? Can it be implemented without rate
shock - that is, with sensitivity to gradualism? On balance, what style of rate design will
result in the best package of possible public policy outcomes?

We find today that it Is in the public interest to move to a levelized rate design as
soon as practicable. DEQ and the staff have proposed a modified SFV rate design to be
adopted aver two years. We find that the first two years of that schedule should be.
adopted. In adopting this portion of their joint recommendation, we note that
continuation of the inclining block volumetric rate will exacerbate any intra-class subsidy
between nonresidential and residential users. It will, however, also provide modest
incentive for customer-initiated conservation measures. As there is some agreement that
this is a reasonable step toward a levelized rate design, we adopt the proposal for the first
two years only. However, the Commission continues to believe that an expeditious
transition to a full straight fixed variable rate design is the appropriate approach and notes
that the phased-in rates provided in the stipulation will allow DEO to recover only 84
percent of its fixed costs in the fixed distribution sexvice charge during the second year
and beyond.

Therefore, the Commission is approving the first two years of this transition,
however, prior to approval of rates for rates of the third year and beyond the Commission
believes that a review of the cost allocation methodologies for the GS5/ECTS classes is
appropriate. Therefore, DEO is directed to complete the cost allocation study required in
the stipulation within 90 days of this order. Upon completion, DEO should submit a
report and recommendation regarding whether the GSS/ECTS classes are appropriately
comprised of both residential and nonresidential customers or whether the classes should
be splitt. DEO shall also provide, if the recomnmendation is to split the classes, a
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recommended cost allocation per class. Upon review of the cost allocation study, the
Commission will be establishing a process that will be followed to determine the
appropriate rates in year three and beyond, as soon as practicable.

The Commission is sensitive to the impact of any rate increase on customers,
especially during these tough economic times. We believe that the modified SFV rate
design is a move toward correcting the traditional design inequities, while mitigating the
impact of the new rates on residential customers, by maintaining a volumetric component
to the rates for this first year. The additional cost allocation information will provide us
the opportunity to reassess whether it is appropriate to separate the residential and non-
residential consumers in these classes before establishing rates for the second year and
beyond. However, even with these measures, we are concerned with the impact on low-
income, low-use customers.

As noted in the Duke case, the Commission recognizes that, with this change to rate
design, as with any change, there will be some customers who will be better off and some
customers who will be worse off, as compared with the existing rate design. The levelized
rate design will impact low-usage customers more, since they have not been paying the
entirety of their fixed costs under the existing rate design, Higher-use customers, who
have been overpaying their fixed costs, will actually experience a rate reduction.
Customers in the middle ranges will see only the impact of the increase agreed to by the
parties; they will see no additional impact as a result of the Commission choosing the
levelized rate design.

The Commission is concerned with the impact that the change in rate skructure will
have on some DEQO customers who are low-income, low-use customers. One of the major
concerns raised by customers at the local hearings held in these matters was the effect a
levelized rate design would have on low-use customers with low incomes. As a result, the
Commission believes that some relief is warranted for this class of customers. In the Duke
case, we approved a pilot program available to a specified number of eligible customers,
in order to provide incentives for low-income customers to conserve and to avoid
penalizing low-income customers who wish to stay off of programs such as PIPP. We
emphasized in the Duke case that the implementation of the pilot program was important
to our decision to adopt a levelized rate design in that case. Therefore, the Commission
finds that DEO should likewise implement a one-year low-income pilot program aimed at
helping low-income, low-use customers pay their bills,

As in the Duke case, the customers in the low-income pilot program shall be non-
PIPP low-usage customers, verified at or below 175 percent of the poverty level. DEQ's
program should provide a four-dollar, monthly discount to cushion much of the impact
on qualifying customers. This pilot progtam should be made available one year to the
first 5,000 eligible customers. DEO, in consultation with staff and the parties, shall
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establish eligibility qualifications for this program by first detenmining and setting the
maximum low-usage volume projected to result in the inclusion of 5,000 low-income
customers who are determined to be at or below 175 percent of the poverty level, The
Cormmission expects that DEO will promote this program such that, to the fullest extent
practicable, the program is fully enroiled with 5,000 customers. Following the end of the
pilot program, the Commission will evaluate the program for its effectiveness in
addressing our concerns relative to the impact on low-use, low-income customers.

In addition, the Commission is cognizant of the reduction in risk assumed by the
company as a result of the rate design approved by the Commission. This, in conjunction
with the testimony heard in local hearings and, most importantly, taking notice of
deteriorating economic conditions, leads us to alter downward the approved rate of return
by 20 basis points, to 8.29 percent.

As a final matter pertaining to the rate design, the Commission would note that
QCC makes the argument in its brief that DEO failed to request approval of the SFV rate
design in its initial application and failed to provide adequate notice to its customers of
the SFV rate design, as required by Sections 4909.18, 4909.19, and 4904.43, Revised Code
(OCC Br. at 2-3). DEO and staff point out that the SFV rate design was not proposed in
the application, but was recommended by the staff in the staff report that was issued eight
months after the application was filed. Therefore, DEO and staff maintain that the statute
did not require that the notice of the application reference the SFV and that the authority
relied on by OCC is inapplicable (DEO Reply Br. at 1-2; Staff Reply Br. at 2-3). The
Commission agrees that the support cited by OCC in its brief is not applicable. As QCC
pointed out in its brief, Section 4%09.18, Revised Code, requires that the substance of
DEO's initial application be disclosed in the publication (OCC Br. at 5). Essentially, OCC
is maintaining that, in order to comply with the statute, the company must republish
notice simply because the company is now supporting the staff’s proposal in the staff
report of investigation in this case. The Commission finds. that OCC's contention is
without merit. Furthermore, as OCC acknowledges in its brief, the notice for public
hearing did appropriately state that one of the issues in the case was the rate design and
included straight fixed variable {OCC Br. at 6),

OI.  RATE DETERMINANTS:

As proposed under the stipulation, the value of DEO’s property used and useful in
the rendition of gas service as of the date certain is $1,404,744,493. The Commission finds
the rate base stipulated by the parties to be reasonable and proper, and adopts the
valuation of $1,404,744,493 as the rate base for purposes of these proceedings.

The stipulation recommends that rates be approved that would enable DEO to carn
a rate of return of 8.49 percent. As noted above, the Commission believes that the rate of
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return should be reduced by 20 basis points to 8.29 percent. The Commission finds that a
rate of return of 8.29 percent is fair and reasonable for DEO. We will, therefore, authorize
a rate of return of 8.29 percent for purposes of these cases.

Applying a rate of return of 8.29 percent to the value of the used and useful
property as of the date certain results in required operating income of $116,453,318. Under
the stipulation, the parties agreed that the adjusted operating income of DEQ during the
test year was $93,250,390, This results in an income deficiency of $23,202,928, which, when
adjusted for uncollectibles and taxes, results in a revenue increase of $37,476,976.
Therefore, we find that a revenue increase of $37,476,976 is reasonable and should be
approved.

Iv. TARIEES:

As part of its investigation in this matter, the staff reviewed the company’s various
rates and charges, and the provisions governing terms and conditions of service. On
October 8, 2008, the company filed proposed tariffs which reflect the agreement of the
parties to the stipulation. In addition, the tariffs filed on October 8, 2008, include
provisions for the modified SFV rate design proposed by DEQ, staff, and OOGA. DEO
indicated that these proposed tariffs will be substantially identical to the final compliance
tariffs that will be filed with approved rates and appropriate effective dates inserted if the
final order does not require alteration of the terms and conditions contained therein. The
Commission has reviewed the proposed tariffs and found that they correctly incorporate
the provisions of the stipulation and the modified SFV rate design. The proposed tariffs
filed on October 8, 2008, should be approved, subject to modification to reflect the rate of
return approved by this opinion and order. Therefore, the Commission finds that DEO
should file, in final form, four, complete, printed copies of the final tariif, as modified, with
the Commission’s docketing division, consistent with this order. The effective date of the
increase shall be a date not earlier than the date upon which final tariffs are filed with the
Commission and the date on which DEQ files proposed tariffs addressing the low-income
pilot program. The new tariffs shall be effective for service rendered on or after such
effective date.

With regard to the tariffs addressing the low-income pilot program required by this
order, the Commission finds that DEO should file proposed revised tariffs in accordance
with our directives for this pilot, as set forth in this order. Upon review of the tariffs, the
Commission will issue an entry approving the tariffs implementing the pilot program.

FINDINGS OF FACT:

(1)  On July 20, 2007, DEO filed a notice of intent to file an
application for an increase in rates. In that notice, the company
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requested a test year beginning January 1, 2007, and ending
December 31, 2007, with a date certain of March 31, 2007,

By Commission entry issued August 15, 2007, the test year and
date certain were approved.

On August 30, 2007, DEO filed applications requesting approval
for an increase in gas distribution rates, for an alternative rate
plan for its gas distribution service, and to modify certain
accounting methods, 07-829, 07-829, 07-830, and 07-831,
respectively. On December 13, 2006, DEO filed an application,
06-1453, for approval of an automatic adjustment mechanism,
associated with the deployment of AMR equipment. On
February 22, 2008, DEO filed an application, 08-169 for approval
of an automatic adjustment mechanism to recover costs
associated with its PIR program. By entry of April 9, 2008, the
Commission, inter alis, granted DECO’s request to consolidate
these five cases.

The Commission granted intervention to Citizens Coalition,
OEG, 1GS, Dominion Retail, Stand, Local G555, Integrys,
O0OGA, OCC, OPAE, IEU-Ohio, and Cleveland. On June 19,
2008, and July 28, 2008, IEU-Ohio and OEG, respectively, filed
notices of withdrawal from these proceedings.

The Commission granted a motion to admit David C. Rinebolt
to practice pro hac vice on behalf of OPAE.

On May 23, 2008, the report of conclusion and
recommendations of the financial audit of DEO by Blue Ridge
Consulting Services, Inc., was filed.

On June 12, 2008, staff filed its written report of investigation
with the Commission in 07-829, 07-830, 07-831, and 06-1453,

Objections to the staff report in 07-829, 07-830, 07-831, and
(06-1453 were filed by Cleveland, DEO, OCC, Citizens Coalition,
Integrys, and OPAE.

On June 12, 2008, staff filed its written report of investigation of
08-169 with the Commission.

.29,
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(10)

(1)

(12)

(13)

(14)

(15)

(16)

a7

(18)

(19)

Objections to the staff report in 08-169 were filed by DEO and .

oCC.

Local public hearings were held as follows: Youngstown on
July 28, 2008 and August 19, 2008; Lima on July 29, 2008; Canton
on July 31, 2008; Akron on July 31, 2008, and August 21, 2008;
Cleveland on August 4, 2008; Geneva on August 4, 2008;
Marietta on August 5, 2008; and Garfield Heights on August 18,
2008,

DEO published notice of the local public hearings and the
evidentiary hearing.

A prehearing conference was held on July 8, 2008.

The evidentiary hearing commenced on August 1, 2008, and
concluded on August 27, 2008,

On August 22, 2008, as supplemented on October 14, 2008, a
stipulation was filed in these matters which resolved all
outstanding issues except the issue of rate design. Signatories
to the stipulation include DEO, staff, OCC, OPAE, Citizens’
Coalition, OOGA, Stand, and Cleveland.

Initial briefs were filed by OCC, DEO, OPAE, Cleveland,
Neighborhood Coalition, OOGA, and staff on September 10,
2008. Reply briefs were filed by DEO, staff, OCC, OPAE,
OOGA, and Cleveland on September 16, 2008.

An oral argument was held before the Commission on
September 24, 2008, on the issue of rate design.

The company filed proposed revised tariffs and proof of
publication of the application and the hearings.

The value of ail of the company’s property used and useful for
the rendition of service to its customers affected by this
application, determined in accordance with Section 4909.15,
Revised Code, is not less than $1,404,744,493,

-30-
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(20)

21

(22)

(24)

Applying a rate of return of 8.29 percent results in required
operating income of $116,453,318, Under the stipulation, the
parties agreed that the adjusted test year operating income was
$93,250,390. This results in an income deficiency of $23,202,928,
which, when adjusted for uncoilectibles and taxes, results in a
revenue increase of $37,476,976.

DEO's proposed revised tariffs are consistent with the
discussion and findings set forth in this opinion and order and
shall be approved, except for modificaion based on our
adjustment of the rate of return. DEO shall file in final form,
four, complete printed copies of the final tariff consistent with
this order.

DEO should file proposed revised tariffs addressing the low-
income pilot program.

DEO should conduct a review and report back to the staff
within 180 days on the technical capability of DEC's advanced
metering system.

That the DSM collaborative should file a report within nine
months of this order identifying the economic and achievable
potential for energy efficiency improvements and program
designs to implement further reasopable and prudent
improvements in energy efficiency.

co USIONS OF LAW:

@

@

DEO is natural gas company as defined by Section
4905.03(A)(6), Revised Code, and a public utility as defined by
Section 4905.02, Revised Code.

The company’s application was filed pursuant to, and this
Commission has jurisdiction of the application under, the
provisions of Sections 4909.17, 4509.18, and 4909.19, Revised
Code, and Chapter 4929, Revised Code, and the application
complies with the requirements of these statutes.
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(3)  Staff investigations were conducted and reports duly filed and
mailed, and public hearings held herein, the written notice of
which complied with the requirements of Sections 4909.19 and
4903.083, Revised Code.

(4)  The stipulation submitted by the parties, as modified on this
opinion and ordet, is reasonable and, as indicated herein, shall
be adopted.

- (5)  The existing rates and charges for service are insufficient to
provide the applicant with adequate net annual compensation
and return on its property used and useful in the provision of
service.

(6) A rate of return of 8.29 percent is fair and reasonable under the
circumstances of this case and is sufficient to provide the
applicant just compensation and retum on its property used
and useful in the provision of service to its customers.

(7)  The company is authorized to withdraw its current tariffs and
to file, in final form, revised tariffs which the Commission has
approved herein,

ORDER:

Itis, therefore,

ORDERED, That the joint stipulation filed on August 22, 2008, as modified in this
opinion and order, be approved in accordance with this opinion and order. Itis, further,

ORDERED, That, in accordance with this opinion and order, DEO conduct a review
and report back to the staff within 180 days on the technical capability of DEQ's advanced
metering system. It is, further,

ORDERED, That the application of DEO for authority to increase its rates and

charges for service be granted to the extent provided in this opinion and order. It is,
further,

ORDERED, That, consistent with this opinion and order DEQ shall file a cost of
service study within 90 days. It is, further,
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2ED), That, consister* with this opinion and order, the DSM collaborative file
'in nine months ¢: this order identifying the ¢conomic and achievable
nergy efficiency im rovements and program designs to implement further
{ prudent improver: .ents in energy efficlency. It is, further,

‘ED, That DEO imp ament a one-year low-income pilot program consistent
ion and order and e proposed revised tariffs addressing the low-income
. It, is further, '

'ED, That DEO be authorized to file in final form four complete copies of the
t with this opinion :nd order {other than the requirement for a low-income
- and to cancel and «ithdraw its superseded tariffs. DEO shall file one copy
ket (or may make such filing electronically as directed in Case No. 06-900-
i one copy in this case docket. The remaining two copies shall be designated

1 to the Rates and Tariffs, Energy and Water Division of the Commission’s
sment, It iB, further »

BD, That the effective date of the new tariffs shall be a date not earlier than
wing; the date of this opinion and order; the date upon which four complete,
s of final tariffs are filed with the Commission; and the date on which DEO

{ tariffs addressing the low-income pilot program. The new tariffs shall be
arvice rendered on or after such effective date. It is, further,

RED, That DEQ shall notify all affected customers via a bill message or viaa
hin 30 days of the effective date of the tariffs. A copy of the customer notice
itted to the Commission’s Service Monitoring and Enforcement Department,

il Service Analysis Division, at least 10 days prior to its distribution to
. is, further,

RED, That nothing in this opinion and order shall be binding upon the
in any future proceeding or investigation involving the justness or

sa of any rate, charge, rule, or regulation. It is, further,
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ORDERED, That a copy of this opinion and order be served on all parties of record.

THE PUBLIC UTILITIES COMMISSION OF GHIO
!

Alan R. Schriber, Chairman

Paul A, Centolella
o ¢ Ny
"é A /(P?/(.Q Z Z r/(‘/:ﬁ' d.;,.g,//ﬂ
Valerie A. Lemmie - Chefyl L, Roberto
CMTP/SEF:ct
Entered in the Journal
0CT 1 5 2008

Reneé |. Jenkins
Secretary




EXHIBIT B



BEFORE
THE PUBLIC UTTLITIES COMMISSION OF OHIO

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its
Gas Distribution Service.

Case No. 07-829-GA-AIR

Tt vt gt e

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of an Alternative Rate
Plan for its Gas Distribution Service.

Case No. 07-830-GA-ALT

e

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval to Change Accounting
Methods.

Case No. 07-831-GA-AAM

A e

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs to Recover
Certain Costs Assodiated with a Pipeline
Infrastructure Replacement Program
Through an Automatic Adjustment Clause
and for Certain Accounting Treatment.

Case No. 08-169-GA-ALT

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs fo Recover
Certain Costs Associated with Automated
Meter Reading and for Certain Accounting
Treatment.

Case No. 06-1453-GA-UNC

T St it e’ pt”

ENTRY
The Commission finds:

(1) This Commission’s October 15, 2008, Opinion and Order
authorized The East Ohio Gas Company d/b/a/Dominion East
Ohic (DEO) to file, for Comumission review and approval, four
complete copies of tariffs to effectuate the low-income pilot
program ordered by the Commission in that Opinion and Order.

Tnia 12 to o tily whaah thg Ladge. o pPeetling AXG an
accuracy and coapleba raproduation of a case file
Jocumant delivered in the regular course of huaineg

fechnician - Date Processed _
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(2) In accordance with the Opinion and Order, DEQ has submitted for
Commission review and approval four complete copies of its
proposed tariffs.

(3) Upon review, that Commission finds that DEQ’s proposed tariffs
are consistent with the Opinion and Order, except that, in
paragraph four of Original Sheet No. F-ECTS-LI1, the language
should be modified to read, “The following charges for this one-
year pilot program, limited to 5,000 customers, are effective for bills
rendered on or after 2008.”. Therefore, DEO’s
propused tariffs are approved with this modification.

It is, therefore,

ORDERED, That the DEO’s proposed tariffs be approved, to the extent set forth
herein. It is, further,

ORDERED, That DEO be authorized to file in final form four complete, printed
copies of tariffs consistent with the findings of this Entry, DEO shall file one copy in its
TRE docket number (or may make such filing electronically as directed in Case No. 06-
900-AU-WVR), and one copy in this case docket. The remaining two copies shall be
designated for distribution to the Rates and Tariffs, Energy and Water Division of the
Commission’s Utilities Department. It is, further,

ORDERED, That the effective date of the new tariffs shall be the date upon which
four complete, printed copies of final tariffs are filed with the Commission. The new
tariffs shall be effective for bills rendered on or after such effective date. It is, further,

ORDERED, That nothing in this Entry shall be deemed to be binding upon this
Commission in any subsequent investigation or proceeding involving the justmess or
reasonableness of any rate, charge, rule or regulation. It is, further,

ORDERED, That a copy of this Entry be served upon all parties of record in this
case.
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THE PUBLIC UTILITIES COMMISSION OF OHIO
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)
Paul A, Centolella Ronda Hartman F
MLOs {MZ Kbt

Valerie A. Lemmie CHeryl L. Roberto
MR:sm
Entered in the Journal
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THE PUBLIC UTILITIES COMMISSION OF OHIO A

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its
Gas Distribution Service,

[n the Matter of the Application of the Bast
QOhio Gas Company d/b/a Dominion East
Ohio for Approval of an Alternative Rate
Plan for its Gas Distribution Service,

[n the Matter of the Application of the Eaat
Ohto Gas Company d/b/a Dominion East
Ohio for Approval to Change Accounting
Methods.

[n the Matter of the Application of the East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs to Recover
Certain Costs Associated with a Pipeline

Infrastructure Replacement Program Through

an Automatic Adjustment Clause, And for
Certain Accounting Treatment.

A
%‘
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) Case No. 07-829-GA-ATR
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)
)
} Case No. 07-830-GA-ALT
)
)
)
) Case No. 07-831-GA-AAM
);
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) Case No. 08-169-GA-ALT
)
)
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)

In the Matter of the Application of the Bast
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs to Recover
Certain Costs Associated with a Automated
Meter Reading Deployment through an
Automatic Adjustment Clause, And for
Certain Accounting Treatment.
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Case No. 06-1453-UNC
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MOTION TO STAY IMPLEMENTATION OF RESIDENTIAL STAGE 2 TARIFFS;

THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL,

BY

THE CITY OF CLEVELAND, .
THE NEIGHBORHOOD ENVIRONMENTAL COALITION,
THE EMPOWERMENT CENTER OF GREATER CLEVELAND,
CLEVELAND HOUSING NETWORK,

THE CONSUMERS FOR FAIR UTILITY RATES,

AND OHIO PARTNERS FOR AFFORDABLE ENERGY
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The Office of the Ohio Consumers® Counsel (“OCC”), the City of Cleveland, a citizens
coalition comprised of the Neighborhood Environmental Coalition, the Empowerment Center of
Greater Cleveland, the Cleveland Housing Networlk, and the Consumers for Fair Utility Rates
{(“Citizens Coalition™), and Ohio Partners for Affordable Energy (“OPAE™) (collectively “Joint
Consumer Advocates™), moves, pursuant to Ohio Adm. Code 4501-1-12, to stay the Public
Utilities Commission of Ohio (“Commission” ot “PUCO™) Opinion and Order (“Order’™)
implemenﬁng the Stage 2 Tariff Rate General Sales Service (“GS55”) and Energy Choice
Transportation Service (“ECTS™) G8S and ECTS together (“Tariffs’), as submitted by The East
Ohio Gas Company d/b/a Dominibn East Ohio ("DEO” or “the Company™) in response to the
Commission’s Order of October 15, 2008."

The PUCO should stay the implementation of these Stage 2 Tariffs to avoid irreparable
harm to consumers and above all else, o serve the public interest in conservation and protecting
Ohio’s low-income customers during these especially difficult economic times. Moreover, the
stay will protect consumers who were denied adequate notice and due process of this rate
increase.?

| Therefore, in order to prevent irreparable harm to DEO’s 1.2 million residential
customers and to properly realign DEQ’s rate design with the public interest, the Joint Consumer
Advocates respectfully request that the Commission grant this Motion to Stay of Stage 2 rates
during the appeal of this case.’ In order to protect DEQ’s residential consurners, Joint Consumer

Advocates seek a stay at the PUCO {and likely will also seck a stay from the Court). These

! Entry at 2 (March 19, 2008) (OCC is not seeking an expedited ruling because the Attorney Examiner established
an expedited schedule for the Ring of Memorandum Contra of seven days.}

? Order at 14 (GSS/BCTS fixed monthly customer charge will increase from $12.50 (Year 1 or Stage 1) to $15.40
(Year 2 or Siage 2) (October 15, 2008).

*0CC v. PUCO, 8.Ct. Case No. 08-1837 (September 16, 2008)..




pleadings must be acted upon before the Stage 2 rate is scheduled to go into effect in October
2009. The reasons for granting the Joint Consumer Advocates’ Mation are further set forth in

the attached Memorandum in Support.
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MEMORANDUM IN SUPPORT
1. INTRODUCTION

On October 15, 2008, the Commission issued an Order which included the
approval of a modified residential rate design subject to the filing and approval of tariffs,
The Commission’s modifications inclade tariffs which employ a straight-fixed variable

(“SFV") rate design. A number of parties, including DEO, OCC, PUCO Staff, City of




Cleveland (“City™), the Citizens Coalition' and Ohio Partners for Affordable Encrgy
(“OPAE"} among others reached a settlement agreement on most issues with the
exception of DEO’s rate design and the customer notice. This settiement agreement was
not opp.used by the other parties to the proceeding. The Order approved the gettlement
agreement without modification. The Order ruled on the remaining issues of rate design
and notice, finding that an SFV rate design should be implemented as part of a two-stage
process. The Order also conciuded thai the customer notice of the resulting SFV rate
design substantially complied with the applicable statutes.’

On November 14, 2008, the Joint Consumer Advocates applied for reheaning of
the October 15, 2008 Order issued by the Public Utilities Commission of Ohio
(“Commission” or “PUCO™). Through this Joint Application for Rehearing, the Joint
Consumer Advocates sought to protect DEQ’s residential consumers from the
consequences of the SFV rate design ordered by the Commission.

The Joint Application for Rehearing by the Joint Consumer Advocates asserted
the following: ‘

A, The Commission erred when it failed to comply with the

requirements of R.C. 4903.09, and provide specific findings of fact
and written opinions that were supported by record evidence.

B. The Commission erred by approving a rate design for a two-year

transition period without establishing R.C. 4909.18 and R.C.
4909.19 as goveming the process for determining the rate design

that will be implemented after the two-year transition period.

C. The Commission erred by approving a rate design that includes an
increase to the monthly residential customer charge without

* The Citizens Caalition consisted of: Neighborhood Environmental Coalition, the Empowerment Center of
Greater Cleveland, the Cleveland Housing Network, and the Consumers for Fair Utility Rates.

¥ Order at 27 (October 15, 2008).




providing consumers adequate notice of the SEV rate design
pursuant to R.C. 4909.18, R.C. 4909.19 and R.C. 4909.43.

D. The Commission erred by approving an SFV rate design that
discourages customer conservation efforts in violation of R.C.
4929.05 and R.C. 4905.70.

E. The Commission erred by approving a rate design that
unreasonably violates prior Commission precedent and policy.

On December 19, 2008, the Commission denied the Joint Consumer Advocates
Application for Rehearing. Because the rejected Joint Application for Rehearing presents
the very rcal possibility of irreparable harm to residential consumers, and involves issues
of public interest, the Joint Consumer Advocates now respectfully request that the PUCO
grant the Motion to Stay the approval and implementation of the Stage 2 GSS and ECTS
Tariffs submitted by DEO.

On January 29, the Joint Consumér Advocates filed a Joint Motion to Reopen the
Record in which the PUCO considered a distribution rate increase for DEQ. The
Commission was asked to reopen the record for the limited purpose of taking additional
evidence in the form of the updated cost-of-service study (“COSS”) that DEO filed with
the PUCO on January 13, 2009. The PUCO has not yet ruted upon that Joint Motion.

Residential consumers will be irreparably harmed during the appeal process if
Stage 2 rates are implemented. The public interest is best served by protecting
consumers during the appellate processes; thus, the PUCO should grant this Motion to
Stay the implementation of the Stage 2 rates. Instead of permitting Stage 2 rates to go
inte effect in October 2009, as proposed and approved by the Commission, the PUCO
should rule that Stage 1 rates will remain in effect until the final adjudication of the

appeal of this matter,



11 STANDARD OF REVIEW
Factors or “standards” that may be employed to evaluate a Motion to Stay were
presented by Ohio Supreme Court Justice Douglas in a dissenting opinion in MC/

Telecommunications Corp, v, Public Utilities Commission (1987)

These standards should include consideration of whether the seeket
of the stay has made a strong showing of the likelihood of
prevailing on the merits; whether the party seeking the stay has
shown that without a stay irrcparable harm will be suffered;
whether or not, if the stay is issued, substantial harm to other
parties would result; and, above all in these types of cases, where
lies the interest of the public.6

Although these standards have not been adopted by the Ohio Supreme Court, the PUCO
has relied upon these factors for determining whether to grant a stay of its own order,’
When these factors are applied to the circumstances in this case, it is clear that the PUCO
should stay the implementation of DEQ’s Stage 2 GSS and ECTS Tariffs. The

arguments are set forth in detail below,

M. ARGUMENT

A, The Public Interest Lies In Encouraging Customers To Reduce
individual Household Usage,

In a dissent in the Supreme Court case in which Justice Douglas recommended
standards for a stay of a PUCO decision, he noted that PUCQ Orders “have effect on
gveryone in this state -- individuals, business and industry.”® That effect on customers is

more pronounced given the well documented economic chailenges in DEQ’s service

§ MCI Telecommunications Corp. v. Public Utifittes Commission (1987), 31 Ohio St.3d 604, 606, 510
N.E.2d 306.

" In the Matter of the Application of Columbus Southern Power Campany for Approval of an Eleciric
Security Plan; an Amendment to its Corporate Separation Flan; and Sale or Transfer of Certain
Generating Assets, Case No. 08-917-EL-830, Entry at 3 (March 30, 2009).

5 MC1, 31 Ohio 5t.3d at 606,




territory where customners can ill afford increases in the essential services such as utilities
in general, and the supply of natural gas fuel in particular.” It thus was fitting that Justice
Douglas, in articulating a standard for stays, emphasized that the most important |
consideration is “above all in these types of cases, where lies the interest of the public”
and that “the public interest {] is the ultimate important consideration for this court in
these types of cases.””

Thé difficult economic times also serve to highlight the fact that, as pointed out in
the Application for Rehearing, through the SFV rate design, low-use, low-income
residential customers will subsidize larger, high-use commercial and industrial
customers.!! This is certainly not in the public interest. This stay would provide some
relief to customers who are already burdened by the fragile state of the economy by
allowing them to continue to pay Stage 1 rates, which include a greater volumetric charge
and a smaller fixed customer charge -- a general configuration that more appropriately
aligns the bill with the customer’s usage. A stay; therefore, would further the public
interest.

In addition, the state policy encouraging conservation and energy efficiency
efforts is contradicted by the Stage 2 rates -- rates that have a high customer charge with
a greatly reduced volumetric rate. The language of R.C. 4929.02(A)(4) encourages
“inmovation and market access for cost-effective supply and demand side natral gas
services and goods.” This policy is undermined by the SFV rate design’s emphasis on

removing DEO’s disincentive to promote conservation and demand side management,

% DEO Ex. No.1.1 (Murphy Direct Testimony) at 21-22 (September 13, 2007).
1% 4£C7, 31 Ohio St.3d at 606.

"' Joint Application for Rebearing at 5. See also, Joint Motion to Reopen the Record at 5-7 (Janmary 29,
2009,




rather than providing DEO; s residential customers with the necessary price signals that
would encourage energy efficiency investments such ag the purchase of insulation and
other conservation retrofits. The Stage 2 rates further exacerbate this impact.

Furthermore, the recent developments in high-efficiency funaces and set-back
thermostats -- which promote conservation and energy efficiency -- were innovations that
were provided “market access” because individual consumers were motivated by the
effort to conserve and more efficiently utilize purchased fuel. The price signal from an
SFV design discourages individual cqnservation, because it extends the payback period
for conservation and efficiency retrofits and compromises their overall cost-effectiveness.
Again, the Stage 2 rates would further extend the payback period and reduce the positive
tmpaci of conservation measures on customers” bills.

In addition to being contrary to state policy, discouraging energy conservation
means the PUCO is also out of compliance with R.C. 4905.70, which charges the
Commission with encouraging these kinds of retrofits and innovations. The SFV rate
design reduces the demand for energy conservation retrofits and energy efficiency
innovations will be reduced in the DEO service territory by the Commission’s approval
of the SFV design utilized in the Stage 2 rates. Therefore, the Joint Consumer
Advocates’ Motion to Stay the approval of the Stage 2 rates should be granted because it
is n the public interest.

B. Irreparable Harm will he Suffered by Residential Customers In the
Absence of Action by the Commission.

Harm is irreparable “when there could be no plain, adequate and complete remedy

at law for its occurrence and when any attempt at monetary restitution would be




‘impossible, difficult, or incomplete.”’? In the context of judicial orders, the Supreme
Court of Ohio traditionally looks to whether there is an effective legal remedy if the order
takes effect, to determine whether to stay the proceedings.” In the case before the
Commission the harm caused by permitting Stage 2 rates to be implemented is
urreparable in a number of respects. Irreparable harm will exist because for certain
customers, such as low-income low-usage customers, rate collections will increase under
Stage 2 and the Commission will likely rule that Ohio law does not permit refunds for
such an overpayment.

Another example of irreparable harm from implementing Stage 2 rates flows from
the fact that Stage 2 rates as structured will canse customers to forego or limit
conservation efforts. The lost opportunities for conservation cannof be remedied.

Further, with the implementation of Stage 2 rates, low-usage customers may
migrate off of DEO’s distribution sé.rvice by switching to altemnative fuel. The loss of
customers is irreparable harm, [freparable harm is also found here because the hearing
process itself was fundamentally flawed due to lack of notice. Finally, the Company’s
updated cost of service study demonstrates the irreparable harm to residential customers
who are being asked to subsidize certain Commercial and Tndustriai customers. These
arguments are discussed in detail below.

1. The PUCO would likely rule that Ohio law does not permit the
Commission to refund any overpayment of rates [ater found by

the Ohio Supreme Court to be unjust and unreasonable, in the
absence of a stay or rates being collected subject to refund. An

' FOP v. City of Cleveland (8th Dist. 2001}, 141 Ohio App. 3d 63, 81, citing Cleveland v. Cleveland Elec.
Hluminating Co. (8th Dist. 1996), 115 Ohio App. 3d 1, 12, appeal dismissed, 78 Ohio 5t.3d 1419 (1997).

"’ See, e.g., Tilberry v. Body (1986), 24 Ohio S1.3d 117; Sinnott v. Agua-Chem, Inc. (2007), 116 Ohio St.3d
158, 161.




exnmple of the harm related to this result is the overpayment
of rates by low-income low-usage customers.

The Commission should stay the implementation of the Stage 2 GSS and ECTS
rates because there is no remedy at law for consumers if the Stage 2 rates are ultimately
found to be unjust and unlawful. DEQ’s Stage 2 rates are to take effect on October 2009,
It is possible or likely that these rates could go into effect prior to a resolution by the
Ohio Supreme Court on an appeal. The aforementioned harm caused by implementing
Stage 2 rates will be irreparable for consumers such as low-income low-usage customers.
These custorners in particular will be irrgparably harmed hecause under the Stage 2 rates
they will be paying increased fixed customer charge and a reduced volumetric charge;
therefore, even if their usage is unchanged their bili will increase despite the fact that
their use is minimal. Given the FUCQ’s likely adverse ruling against any future
opportunitics for refunds, there will not be an opportunity for a refund of these rates, if
the Joint Consumer Advocates were {o prevail on appeal,

| The Ohio Supreme Cowrt expressed this principle in its landmark holding in Keco
Industries, Inc. v. Cincinnati and Suburban Bell Tel. Co., 166 Ohio 8t. 254 (1957). The
Supreme Court limited retroactive ratemaking, according to its interpretation of R.C.
4905.32:
Under this section a utility has no option but to collect the rates set

by the Commission and is clearly forbidden to refund any part of
the rate collected.

Without a stay, Lhe implementation of the Stage 2 GSS and ECTS rates would cause

DEQ’s residential customers to suffer irreparable harm even if the Joint Consumer

¥ Keco Industries, Inc. v. Cincinnati and Suburban Bell Tel, Co., (1957), 166 Olio St. 254, 257. [fthe
PUCO denics a stay, then Movants reserve their rights to later argue that there is no bar to 2 refund of the
amounts, such as in the event the Court overturns the PUCO™s decision,




Advocates were to prevail on appeal. Therefore, the PUCO should protect the
Company’s residential customers from this harm and grant the Joint Consumer

Advocates’ Motion to Stay the implementation of these tari ffs.

2. Irreparable harm will result from lost opportunities for
customers ta conserve.

Under Stage 2 rates, customers will be burdened by a fixed $15.40 unavoidable
customer charge and a reduced volumeiric charge. This rate structure witl not encourage
energy conservation, and may in fact provide customers an incentive to use more gas
becanse the average cost per unit will decrease as a customer uses more than the average
volume of gas. 13 tUnder Stage 2 rates, customers lase certain tools to reduce their gas bill.
No matter how little gas a customer uses or how great their conservation efforts are, the

fact remains that their distribution bill will net go down.

Customers will begin making choices about their gas service -- choices of whether
to engage in coﬁservation and choices about alternatives to paying a large customer
charge when their usage is low. Customers may determine not to pursue energy
efficiency programs or implement cnergy efficiency measures, because the new rate
structure provides them fewer opportunities to reduce their bills. Customers may also
discontinue using energy efficiency messures if the rate structure implemented makes it
less attractive to them. Certainly conservation is much less attractive if no matter how
much you conserve, you do not achieve the type of reductions in your gas bill that you
previously achieved -- or more importantly the type of reductions that you thought you

would achieve based on the state policy encouraging conservation. The opportunities for

" ‘Pranscript cite from public testimony w here witness said this.




conservation and the ensuing savings on customers’ bills are opportunities that will be
lost if a stay is not granted. It is impossible to reach back and achieve the energy
conservation and savings that would have been implemented and achieved by customers

under a different set of rates.

3. The SFV rate design may force low-unse customers to migrate
off the system, and c¢ause irreparable harm to remaining
customers who will have responsibility for system costs that
are recovered from those remaining customers.

The SFV rate design may also cause low-usage customers to drop off the system
for periods of time or permanently.'® Residential customers, primarily low-usage
customers, may opt to discontinue service for non-winter heating season months or
possibly altogether if a stay is not granted maintaining the current rate structure. Low-
use, low-income customers may determine that the significantly higher fixed customer
charge is too great a price to pay to have gas service. Even low uge higher income
customers may reach the same conclusion. The potential loss of customers would place
an even greater burden on remaining customers who might then become respdnsib]e for
the recovery of the costs associated with the facitities and fixed costs used to serve those
customers no longer taking gas service. It would be impossible to undo the harm from
such losses.

4, Lack of due process constifutes irveparable harm.

[nasrouch as DEO did not file for the SFV rate design, neither of its notices to

consumers could, and did not, mention the proposed SFV rate design, and its impact and

implications for custotners, and are thus deficient and fatally inadequate. Because of this

'® OCC [nitial Brief at 2 (September 10, 2008); See also, OCC Ex. Mo. 21 (Radigan Direct Testimony) at
12-13 (June 23, 2008),
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inadequacy, customers were denied their fundamental opportunity to be heard -- they
were not made aware of the proposed changes in the rate design, and thus were unable to
determine whether to participate in the hearing., This i3 a denial of their due process
rights, guaranteed by the 14th amendment to the U.S. Constitution, and reinforced under

R.C. 4909.18 and R.C. 4909.19.

The notice requirements for an application for a traditional rate case and for an
alternative regulation case can be found under R.C, 4909.18, R.C. 4909.19 and R.C.
4909.43. In this case, the Company failed to provide consumers notice with sufficient
detail of the residential rate design as approved by the Commission. R.C. 4509.18
provides that, unless otherwise ordered by the Commission, the public utility must file,
along with its application to the Commission, “[a) proposed notice for newspaper
publication fully disclosing the substance of the application.”” And, irrespective of
whether the utility is required to file such notice with the Commission, R.C. 4909.19
provides that the utility must publish once a week for three consecutive weeks in
newspapers of general circulation throughout the affected areas the substance and
prayer of its application.'” Instead of such a notice, DEO provided the following notice
to the mayors and legislative authorities of each municipality pursuant to R.C. 4909.43:

As customer usage declines, base rates would be adjusted
autoratically to keep our base rate revenues per customer the

same. Customers would still gain all of the benefits of reduced gas

COSt?ﬁ which comprise over three-fourths of a typical customer's
bill.

" R.C. 4509.19 (emphasis added).
' DFN at Tab 5 (July 20, 2007).

i1




This notice describes a rate design that features a decoupling mechanism with annual
true-ups which is substantially different than the residential SFV rate design that the
Comrnission appwvéd in its Order."®

In addition, and as noted in the Joint Application for Rehearing, the notice fails to
comply with iwo required components established by the Ohio Supreme Court that must
be met in order for the notice to be considered adequate. > First, the notice did not “fully
[disclose] the essential nature or quality” of the application.”” This failure occurred
because the notice did nat reveal the extent of the increase to the fixed monthly customer
charge io be borne by customers in the GSS or ECTS Tariffs. Therefore, the Court’s

requirement of fuil disclosure was not satisfied due to the deficiency of the notice.

The second component established by the Court is that the notice must be
understandahle and the proposal must be in a format “that consumers can determine
whether to inquire further as to the proposal or intervene in the ra'te_case."23 Again, as
pointed out in the Joint Application for Rehearing, the straight—ﬁxéd variable rate design
is a dramatic departure from the rate design employed by utilities over the past thirty
vears.”* Thus the notice failed to comply with the statutory requirements of R.C. 4909.18

and R.C. 4909.19 and failed to meet standards adopted by the Ohio Supreme Court.

Because of the inadequate notice, customers could not determine whether to

participate in the process, whether by comment or intervention. The findamental

'® Order at 25,
! Joint Application for Rehearing at 24 (November 14, 2008).

2 Ohio Assoc. of Realtors v. Pub. Util. Comm. (1979), 60 Ohie St.2d 172, 176.
2 id. at 176.
* Joint Application for Rehearing at 35.
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requisite of procedural due process of law is the opportunity to be heard.”® Procedural
due process for individuals is a constitutional right protected by the Fourteenth
Amendment. The opportunity to be heard can have no meaning, however, if one is not
informed of the issues in contention and consequently can not make a decision as to
whether to challenge or object to the matter.”®

Since DEQ’s notice did not sufficiently inform its customers of the issues in
contention, DEQ’s customers were unable to make a decision as to whether to challenge
or object to the matter. Customers’ opportunity to be heard could not be assured under
such circumstances. Consequently, customers’ rights to procedural due process in the

form of an opportunity to be heard were violated.

Some courts have judiciously ruled that when the process is flawed or biased, this
may be sufficient to warrant injunctive relief, if events subsequent to the process producs
irrepurable harm.”’ Similar circumstances exist in this case. The lack of adequate notice
under R.C. 4909.18 and R.C. 4909.19 caused the hearing process undertaken o be
flawed. DEQ customers were not given sufficient information to determine the impact of
the proposed rate design on their individual bills. Therefore, the implementation of the
Stage 2 rates, which are the result of a proceeding in which due process was violated due

to inadequate notice, will result in irreparable harm to DEQ’s residential customers.

% Gramnis v. Ordean, 234 U.S. 385, 394, 43 S. CL. 779, 734 (1914), citing Louisville& N.R. Co. v. Schmidt,
177 U.S. 230, 236 (1900); Simon v. Craft, 182 U.S. 427, 436 (1901),

% See for example Mullane v. Central Hanover Rand & Trust Co,, 339 U.S. 306, 313, 70 8, Ct. 652 (1950),
where the Court noted that “[t]he right to be heard has little reality or worth unless one is informed that the
matler is pending and can choose for himself whether to appear or default, acquiesce or comtest.”

! United Church of the Medical Center v. Medical Center Commission, 689 F.2d 693, 701,

13




5. DE®’s updated cost of service study articalates the irreparable
harm suffered by DEQ’s residential customers who are asked
to subsidize certain commercial and industrial customers.

On January 13, 2009, DEO filed its updated COSS, as Ordered by the PUCO.™
The updated COSS showed that the GSS class is comprised of non-homogenous
residential and non-residential {(Commercial and Industrial) consumers with widely
varying usage. In the test year under the traditional rate design, the residential GSS
customers were providing slightly less than the overall refurn and the non-residential GSS
customers were providing a slightly higher relative return,

However, under the SFV rate design that differential is reversed, in year one,
where the residential G8S customers’ rate of return increases to 8.13% and the non-
residential GSS customers’ rate of return plummets to 6.13%.% The overall system
average retum in year one is 8.48%.” In year two of the transition under the SFV rate
design {Stage 2), the residential GSS and ECTS customers rate of return increases to
8.74% (meaning that residential GSS consumers are paying rates that result in the
Company eamning a higher than the system average retwn) and the non-residential GS8
and BECTS customers rate of retum plunges to a mere 3.23% (meaning that the non-
residential GSS and ECTS consumers are paying rates that result in the Company eamning
far less than the system average return).”! The overall system average rale of return

remained at 8.48%.?

 Order at 10 (October 15, 2008).

¥ Jpint Motion to Reopen the Record at 6-8 (JTannary 29, 2009).
¥ 1d.

3l Id

2 1d,
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The revenue shift is equally dramatic for residential consumers who will be
paying a significantly larger portion of the overall rale increase than the PUCO
contemplated in its Order absent the updated COSS. The GSS and ECTS residential
distribution base rate increase in year one is $28 Million whereas the GSS and ECTS
non-regidential base rate revenues actually decrease in year one by $5 million, a total
revenue shift of $33 million that requires that much more to be paid by residential
consumers under the FUCQO’s new rate design. In year two the GSS and ECTS
residential base revenues increase another $9 million while the (GS8 and ECTS non-
residential base rate revenues decrease by that same $9 million, for a total revenue shift
of $42 million to be paid by residential consumers. With DE(Ys filing of the updated
COSS study, there is unrefuted evidence provided by the Company of the irreparable
harm that the SFV rate design canses residential customers due to the fact that these

customers are subsidizing the commercial and industrial customers served under the GSS

angd BCTS tariffs.

C. A stay of implementation of the Stage 2 Residential Tariffs would not
cause substantial harm te the Company.

Mo substantial harm will inure to the Company as a result of the Stay being
granted. DEOQ is currently collecting the revenue requirements approved by the
Commission in its Order under the Stage 1 Residential Tariffs, Granting the Motion to
Stay would mean that the current Stage 1 rates will remain. The current Stage 1 rates
reflect an increased monthly customer charge (that itself is inappropriate) and a larger
volumetric rate, relative to the Stage 2 rate design. The implementation of Stage 2 rates

means that the curtent tariff will continue to be collected, and the level of revenue

135




collected by the Company remains unaffected. This ensures the Compuny wiil not suffer
any economic shortfall, or sustain substantial harm as a result of granting the Joint
Consumer Advocates’ Motion to Stay. Notably, the Company did not even propose this
rate design as part of its Application -- thus not implementing something that the
Company did not ask for cannot be deemed to be a harm. Therefore, the Commission

should grant the Joint Consumer Advocates’ Motion to Stay.

D. The Joint Consumer Advocates have provided a strong showing that
they are likely to prevail on the merits of the appeal.

These matters, when fully weighed and addressed, make it likely that the Joint
Consumer Advocates will prevail on the merits in the appeal. Moreover, it should be
persuasive for a stay that, in the pending appeal, the Joint Consumer Advocates are likely
to prevail on the merits with their arguments that include violations of the law regarding
notice and state objectives for consetvation. Therefore, the Motion to Stay the

implementation of the Stage 2 rates should be granted.

Iv. CONCLUSION

For the reasons set forth herein, the Commission should grant the Joint Consumer
Advocates’ Motion to Stay the implementation of the Stage 2 rates as submitted by DEO.
The Joint Consumer Advocates have demonstrated that under the factars of consideration
employed by the PUCO, granting the Joint Consumer Advocates’ motion will prevent
irreparable harm and allow the Commission to realign its orders with the public interest.
In addition, no substantial harm will be sustained by the Company if the Motion is
granted. The Joint Consumer Advocates are likely to prevail on the merits of the appeal

when serious consideration is given to the issues presented upon appeal. Therefore, the
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Joint Cansurner Advocates respectfully requests the Commission grant the Motion to

Stay implementation of DEQ’s Stage 2 GSS and ECTS Tariffs.

Respectfully submitted,

JANINE L. MIGDEN-OSTRANDER
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EXHIBIT D
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BEFORE

THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its
Gas Distribution Service.

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of an Alternative Rate
Plan for its Gas Distribution Service.

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval to Change Accounting
Methaods.

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs to Recover
Certain Costs Associated with a Pipeline
Infrastructure Replacement Program
Through an Automatic Adjustment Clause
and for Certain Accounting Treatment,

In the Matter of the Application of The Bast
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs to Recover
Certain Costs Associated with Automated
Meter Reading and for Certain Accounting
Treatment.

B e e i et o™ Vgt gt

et Tt Vel N et St

Case No. 07-829-GA-AIR

Case No. 07-830-GA-ALT

Case No. 07-831-GA-AAM

Case No. 08-169-GA-ALT

Case No. 06-1453-GA-UNC

ENTRY ON REHEARING

The Commission finds:

(1)  On August 30, 2007, The East Ohioc Gas Company d/b/a
Dominion East Ohio (DEO) filed applications to increase its gas
distribution rates, for authority to implement an alternative
rate plan for its gas distribution services, and for approval to
change accounting methods, On December 13, 2006, DEO filed

Date Procesged
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2)

3)

(4)

an application for approval of tariffs to recover, through an
automatic adjustment mechanism, costs associated with the
deployment of automated meter reading equipment. On
February 22, 2008, DEQ filed an application requesting
approval of tariffs to recover, through an automatic adjustment
mechanism, costs associated with a pipeline infrastructure
replacement program. All of these applications were
consolidated by the Comumission.

By opinion and order issued October 15, 2008, the Commission,
inter alia, approved the joint stipulation and recommendation
(stipulation) filed by the parties in these cases, which resolved
all of the issues raised in the applications except for the issue of
the rate design for DEQ's General Sales Service (GSS) and
Energy Choice Transportation Service (ECTS) rate schedules.
With regard to the rate design, the Commission adopted the
first two years of the modified straight fixed variable {(SFV)
levelized rate design to decouple DEC's revenue recovery from
the amount of gas actually consumed, which was proposed by
Staff and DEO. Prior to approval of rates for year three and
beyond, the Commission directed DEO to complete the cost
allocation study required in the stipulation and to provide it to
the Commission for consideration. In its opinion and order, the

Commission acknowledged that adoption of the SFV rate

design will reduce the risk assumed by the company. The
Commission, based upon this reduction in risk, the testimony
heard at the local hearings, and the deteriorating economic
conditions, found that the rate of return set forth in the
stipulation should be altered downward by 20 basis points to
8.29 percent.

Section 4903.10, Revised Code, states that any party who has
entered an appearance in a Commission proceeding may apply
for rehearing with respect to any matters determined in that
proceeding, by filing an application within 30 days after the
entry of the order upon the journal of the Commission.

On November 14, 2008, DEO filed an application for rehearing,
asserting five grounds for rehearing. Also on November 14,
2008, the Office of the Ohio Consumers’ Counsel, the city of
Cleveland, Ohio Partners for Affordable Energy, the
Neighborhood Environmental Coalifon, the Empowerment
Center of Greater Cleveland, Cleveland Housing Network, and
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(6)

the Consumers For Fair Utility Rates (collectively, Consumer
Groups) filed an application for rehearing, asserting eight
grounds for rehearing,

On November 24, 2008, DEO filed a memorandum in
opposition to the Consumer Groups’ application for rehearing.

The underlying basis for all of DEOQ's assignments of error in its
application for rehearing are based on the Commission’s
decision to reduce the rate of return from 8.49 percent, as
recommended in the stipulation, to 8.29 percent. The following
paragraphs set forth DEQ's specific grounds for rehearing,
together with a brief description of its rationale for each
ground:

(a) The Commission denied DEO due process by not
permitting DEQO to brief or argue the rate-of-return
issue and then by reducing the rate of return.

DEQ asserts that it was denied the opportunity to
present arguments on the issue of rate of return and
then the rate of return was reduced. It points out that
due process requires a fair hearing and an
oppartunity to be heard. Given the explicit
instructions that the sole issue was the rate design
and the lack of opposition on any other issue, DEO
explains that it had no reason to seek to argue the rate
of return issue or otherwise to protest the
Commission’s limitations on briefing or directives at
oral argument. (DEO application for rehearing at 3-
5)

(b) The portion of the order reducing DEO's rate of
return was unlawful because it lacked record support.

DEO argues that the rate of return reduction is
unsupported by the record. The Commission’s basis
for the cost of capital reduction, according to DEO,
was a purported reduction in risk assumed by the
company as a result of SFV rate design;, however,
there was no evidence in the record to support this
statement. To the extent the SFV rate design
purportedly reduces risk, DEQ asserts that such risk
assessment was already reflected in the stipulation’s
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recommended rate of retwrn. The Commission’s

claim that the testimony heard at public hearings was
a basis to reduce DEO's rate of return is
unsupportable, claims DEO, because the Commission
cannot specify any witness at any public hearing who
recommended or justified a rate of return reduction.
Rather, DEO suggests that the testimony at the public
hearings was directed at rate design and particular
customers’ circumstances as a result of a change in
rate design and not rate of return. DEO also contends
that there was no tesimony m the record
recommending or justifying a reduction in rate of
return based on deteriorating economic conditions,
which was another factor justifying the Comunission’s
rate of return reduction. (DEO application for
rehearing at 5-10.)

The portion of the order reducing DEO's rate of
return was unreasonable on ifs face, because it relied
on a factor of increased risk to reduce the rate of
return.

DEQO asserts that reducing the rate of return is facially
unreasonable and self-contradictory. The most
important factor relied upon by the Commission in
reducing the rate of return— deteriorating economic
conditions —in fact, demonstrates increasing risk and,
thus, justifies an increase. Therefore, according to
DEO, the order contradicts itself. In addition, DEO
claims that the Commission’s reduction only
exacerbates the true cost of capital for DEO.
Furthermore, DEO points out that the Commission’s
adjustment of the rate of return contradicts other
portions of the order and that the order already
contained numerous approvals and adjustments that
addressed low-income customer’s needs, such as the
SFV rate design, a pilot program to credit bills
directly, an increase in demand-side management
(DSM) spending, and shareholder funding to assist
low-income customers in payment assistance and
conservation * education.  (DEO application for
rehearing at 10-14.)
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(d) The order violated Section 4909.15(D)(2)(a), Revised
Code, by authorizing a cost of debt lower than DEQ’s
actual embedded cost of debt.

DEQ argues that, by reducing the rate of return, the
order reduced the revenue attributable to DEO's
embedded cost of debt and denied DEO recovery of
that embedded cost, in violation of Section
4909.15(D)(2)(a), Revised Code. DEO alternatively
suggests that, because the embedded cost of debt
comprises almost half of its capital structure, the
order can be seen as reducing the return on equity by
approximately twice as much as the 20 basis points
that were identified by the Commission. It asserts
that there is nothing in the record to support such a
reduction. (DEQ application for rehearing at 14.)

The Commission notes that our decision to reduce the rate of
return was primarily based on the determination that the risk
assumed by the company would be reduced as a result of the
SFV rate design approved by the Commission. Upon review,
we find that the stipulation approved by the parties had, in
fact, already incorporated a lower rate of return due to the
agreement by the parties in the stipulation to move to either a
decoupling rider or an SFV rate design. It appears that the
lower rate of return in the stipulation was based on a
recalculation of the return on equity range to reflect a 25 basis
point reduction to account for the lower risk to DEO. (Jt. Ex. 1
at 4; Tr, at 84; Staff Ex. 1 at 34) As the stipulation already
incorporated a reduced rate of return to DEQ, the
Commission’'s concern regarding the reduced risk to the
company presented by the SFV rate design was addressed.
Therefore, we find that DEC's application for rehearing should
be granted and the rate of return agreed to in the stipulation
should be reestablished at 8.49 percent. Accordingly, having
reestablished the rate of return agreed to by the stipulating
parties, the Commission finds that the stipulation filed in these
cases should now be approved in its entirety.

In their first ground for rehearing, the Consumer Groups assert
that the Comnission erred when it failed to comply with the
requirements of Section 4903.09, Revised Code, and provide
specific findings of fact and written opinions that were
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supported by record evidence. The Consumer Groups specify
three different ways in which the Commission allegedly so
erred. Bach will be discussed individuaily.

(a)  First, they argue that the order acknowledges that
there is insufficient evidence to support the decision
inasmuch as the Commission ordered future studies
that are intended to establish findings, on a
prospective basis, to warrant the Commission’s
current decision. The Consumer Groups state that it
is unclear why the Commission ordered DEQ to
perform a study within 90 days but was willing to
wait for two years before addressing the study's
results. They contend that the GSS class cannot be
considered homogeneous relative to the residential
consumers” usage because the average residential G55
customer uses 99.1 Mcf per year, while the average
nonresidential GSS customer uses 390 Mcf per year,
with some nonresidential customers using up to 3,000
Mcf per year. The Consumer Groups maintain that,
absent actual homogeneous membership in the GSS
customer clags, there will be misallocations among
customers within the GSS class and that the current

“shortcomings of the class cost-of-service study will do
little to assist the low-use residential consumers who
will be most hatmed by the SFV rate design during
years 1 and 2. (Consumer Groups’ application for
rehearing at 9--12.)

With regard to the additional studies ordered by the
Commission, DEQ maintains that the order should
not be vacated just because there may be new facts
that are yet to be discovered. DEO suggests that the
Consumer Groups’ understanding of the purpose of
the studies, as well as the pilot program, is flawed.
According to DEO, the purpose for the cost-of-service
study is to determine whether the GSS/ECTS classes
should be split, the answer to which would not
contradict the Commission’s decision to move to an
SFV rate design. DEO contends that this study would
address the Commission’s possible order to transition
to a full SFV rate design. As DEO summarizes, “that
the Commission has the foresight to address that
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(b)

issue in a proactive manner does not in any way
suggest that the record evidence supporting the
current Order is somehow  inadequate”
(Memorandum contra at 5-8.)

We find no merit to the Consumer Groups’ argument.
As we noted in the order, the modified SFV rate
design is a move toward correcting the traditional
design inequities, while at the same time, mitigating
the impact of the new rates on customers. DEQ is
correct that the additional information we will obtain
through this study is not intended to address any
issues relevant to the determination in these
proceedings to move to a modified SFV rate design.
Rather, the additional cost allocation information wifl
provide us the opportunity to reassess whether it is
appropriate to separate the residential and
nonresidential consumers in these classes, for future
consideration.  After the cost allocation study is

 completed, we will establish a process that will be

followed to determine the appropriate rates in year
three and beyond.

The Consumer Groups next argue that the
Commnission erred by approving a low-income pilot
program without an adequate record to support the
order. They contend that the Commission’s statement
that low-use customers have not been paying the
entirety of their fixed costs is made without any basis
to conclude that high-usage customers were
overpaying fixed costs under the previous rate
design. The Consumer Groups contend that the
record in these cases does not answer the question of
how the SFV rate design impacts the low-income
customers and it is bad public policy to approve such
a change in policy without a full and complete
understanding of the harm that it may cause. They
argue that it is unclear why the low-use, low-income
customer program evaporates after one year when the
SFV will be in place for a longer period of time.
Furthermore, they state that the Commission failed to
explain how DEQO, which has almost 1.2 million
residential customers, almost three times the number
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of gas customers of Duke Energy Ohio, Inc. (Duke),
should have a program that is one-half the size of the
program the Comunission approved for Duke. Case
No. 07-589.GA-AIR et al. (Opinion and Order, May
28, 2008; Entry on Rehearing, July 23, 2008).
{Consumer Groups’ application for rehearing at 12-
18)

DEQ counters the Consumer Groups argument
concerning the pilot program, pointing out that its
adoption does not reflect a defect in the approval of
the SFV rate design but, rather, merely reflects the
reality that the rate design change will have a
negative effect on some customers. DEQ also
emphasizes that adoption of the pilot program is not
a “concession” that SFV will harm low-income
customers, ag SFV is expected to help low-income
customers. DEQ also points out that the Consumer
Groups are in error in focusing on the distribution
component of bills, as distribution costs are a very
small component of total bills. (Memorandum contra
at 8-11)

As we stated in our order, the Commission recognizes

" that the change in rate design will leave some

customers better off and some customers worse off, as
compared with the existing rate design. We noted
that we are concerned with the impact that the change
will have on some DEQ customers who are low-
income, low-use customers. That formed, in part, the
basis for ordering the pilot program. It is ironic that

" the Consumer Groups would advocate against our

attempt to mitigate the impact.

In the third part of their first ground for rehearing,
the Consumer Groups claim that the Commission
erred by ordering an evaluation of DEO's DSM
energy efficiency programs without looking at the
impacts that the SFV rate design has on these
programs. They contend that the Commission should
order an independent DSM program. (Consumer
Groups’ application for rehearing at 18-20.)
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DEO argues that the DSM programs it supports are
worthwhile and that nothing prevents the parties
from undertaking significant DSM programs within
the SFV rate design. DEO also states that the DSM
collaborative and related programs have nothing to
do with the rate design decision by the Commission.
(Memorandum contra at 11-12))

We find no merit to the Consumer Groups’ argument.
While the change in rate design will have impacts on
customers, it will also have impacts on the company
and, in all likelihood, on the DSM programs. It would
not be in the best interests of consumers or the
company for those impacts not to be studied. We
would note that, historically, we have approved DSM
programs without having full knowledge of the
results those programs will have and without having
made any prior independent -analysis of those
programs, because we recognize the beneficial
impacts such programs have on customers.

As we find no argument made under the first assignment of
error to be supportable, the Consumer Groups’ application for
rehearing on this ground will be denied.

In their second assignment of error, the Consumer Groups
argue that the Commission should not have approved a rate
design for a iwo-year transition period without establishing
that Sections 4909.18 and 4909.19, Revised Code, govern the
process for determining the rate design that will be
implemented after the two-year transition period. They
contend that the Commission failed to discuss what will be
used to determine appropriate rates beginning in year three
and merely noted that it will be establishing a process. They
also claim that it is unclear if the process that the Comumission
will develop will be limited to DEO and the Commission or
whether there will be an opportunity to challenge the study.
(Consumer Groups’ application for rehearing at 20-22.)

We clarify that the process that will be established for
determining the appropriate rates in year three and beyond
will provide for input from interested stakeholders and will
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ensure that all parties have the opportunity to participate. This
ground for rehearing will be denied.

In their third assigrunent of error, the Consumer Groups claim
that the Commission erred by approving a rate design that
inclzdes an increase to the monthly residential customer charge
without providing consumers adequate notice of the SFV rate
design pursuant to Sections 4909.18, 4909.19, and 4909.43,
Revised Code. The Consumer Groups claim that both of the
notices to consumers failed to mention the proposed rate
design and its impact and implications for customers.
According to the Consumer Groups, “a decision by the
Company to change its rate design position from its application
to align with the rate design position in the staff report does not
relieve the Company of its statutory requirement to provide its
customers with notice of the substance of its application and at
the time such notice is required - with its application - not after
the staff report is issued.” {Consumer Groups’ application for
rehearing at 22-23.) The Consumer Groups believe that the
change in rate design was a material change that required
disclosure. With regard to the notice of the public hearings, the

~ Consumer Groups contend that the language only mentioned

the SFV rate design in general terms and failed to disclose the
potential magnitude of the increase in the customer charge.
(Consumer Groups’ application for rehearing at 22-30.)

In its memorandum contra, DEO argues that this assignment of
error has previously been addressed by the Commission and
rejected. DEQ states that it is required to provide two notices: a
notice of the application in accordance with Section 4909.19,
Revised Code, and notice of the public hearings in compliance
with Section 4903.083, Revised Code. DEO points out that it
could not include an SFV rate design with its notice of the
application, as the application did not include an SFV proposal.
Eight months later, it explains, when the staff report was
issued, was the first appearance of this issue. Thus, DEO
contends that the notice of its application was accurate. With
regard to notice of the public hearings, DEO notes that the
governing statute requires a brief summary of the then known
major issues in contention. As the hearing notice disclosed
issues including “[t}he level of the monthly customer charge
that customers will pay” and “[rlate design, including
consideration of decoupling and straight fixed variable
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mechanisms,” DEO believes that the notice complied with the
statute, DEO also argues that Section 4903.083, Revised Code,
saves the notice from invalidation based on defects in its
content.

We find the Consumer Groups' argument on this point to be
without merit. We note, at the outset, that the arguments
raised by the Consumer Groups on rehearing were previously
denied by the Commission on page 27 of our Opinion and
Qrder. Sections 4909.18, 4909.19, and 4909.43, Revised Code,
direct the utility to notify customers, mayors, and legislative
authorities in the company’s service area of the application and
the rates proposed therein. DEO served upon mayors and
legistative authorities and published in newspapers throughout
its affected service area notices that et the requirements of
Secton 4909.18, 4909.19, and 490943, Revised Code, as
approved by the Commission. The notice specifically set forth
the rates and percentage increase, by rate schedule, proposed
by DEO in the application, including a reference to and
explanation of the proposed sales decoupling rider. Although
the Commission did not adopt the decoupling mechanism
proposed by DEO, the notice was sufficlent to inform
customers of such proposal and to allow customers to register
an objection to a decoupling mechanism and the increase in
rates and the straight fixed variable rate design. In addition, as
noted in the order, the SFV rate design was not proposed in the
application, but was recommended by the staff in the staff
report that was issued eight months after the application was
filed. Therefore, the statute did not require that the notice of
the application reference the SFV. Further, Section 4909.18,
Revised Code, requires that the substance of DEQ's initial
application be disclosed in the publication, which it was.
Furthermore, the notice for public hearing did appropriately
state that one of the issues in the case was rate design and SFV,

In their fourth assignment of error, the Consumer Groups claim
that the Commission erred by approving a rate design that
discourages customer conservation efforts, in violation of
Sections 4929.05 and 4905.70, Revised Code. They claim that
the SFV rate design serves only the company’s limited cost
recovery interest. However, they contend, SFV fails to promote
conservation because it sends the wrong price signals to
customers by decreasing the volumetric rate while significantly

-11-
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increasing the fixed portion. Thus, according to the Consumer
Groups, SFV fails to encourage conservation. Further, the
Consumer Groups say that SFV removes customers’ incentive
to invest in energy efficiency because it extends the payback
period for those customers’ energy efficiency investments.
(Customer Groups’ application for rehearing at 31-35.)

DEO argues that the Consumer Groups wrongly conclude that
SFV penalizes conservation and encourages consumption.
Although it is true the transition to SFV will result in an
increase in the fixed charge and a decrease in the volumetric
charge and that, therefore, low-use customers will pay more
than they previously paid and high-use customers will pay less
than they previously did, nevertheless, DEO argues, transition-
related change has nothing to do with conservation. DEO
emphasizes that the largest portion of the bill, approximately
80 percent, is the commodity charge and that the commodity
charge is the “biggest driver” of usage decisions. DEO also
stresses that the SFV rate design corrects the subsidy of fixed
distribution costs - from high-use to low-use customers.
(Memorandum contra at 18-20.)

The Commission finds that the Consumer Groups' argument
regarding conservation was fully considered and rejected in the
order. There is no dispute that both the modified SFV rate
design and the previously proposed decoupling rider reduce or
eliminate any disincentive for conservation programs that
might be promoted or sponsored by the utility. There is also no
dispute that, under both of the proposed rate designs, a
customer who makes conservation efforts to reduce gas
consumption will equally enjoy the full benefit of those efforts
for the commodity portion of their gas bill, which typically
represents 75 to 80 percent of their total gas bill. While under
the SFV rate design, a low-use customer who conserves may
not reduce his distribution charges as much as he would under
the decoupling rider method, it is also true that ail potential
customer savings are not guaranteed under the decoupling
rider method favored by the Consumer Groups, due to the
attendant uncertainty caused by periodic reviews and
adjustments necessary with the decoupling rider. Moreover, a
decoupling rider would have the effect of preserving the
inequities within the existing rate design that have caused
high-use customers to subsidize the fixed costs of low-use

-12-
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customers. As discussed in the Commission’s opinion, we
opted to match costs and revenues more closely, such that
customers pay their fair share of distribution costs. Finally, this
argument for rehearing disregards the fact that a fundamental
reason for our adoption of the new rate design is to foster
conservation efforts in accordance with Sections 4929.02 and
4905.70, Revised Code. The only question at issue in these
proceedings is whether an SFV rate design or a decoupling
rider better achieves all competing public policy goala. As
discussed at length in our opinion, we believe the SFV rate
design is the better choice. This ground for rehearing is denied.

The Consumer Groups' fifth assignment of error is that the
Commission erred by approving a rate design that
unreasonably violates prior Commission precedent and policy.
The Consumer Groups argue that the Commission has
identified gradualism as one of the regulatory principles to be
incorparated in its decision-making process and, for
gradualism to have any legitimacy as a regulatory principle, it
must be applied with a certain level of consistency and
transparency. They claim that this principle has been relied
upon in prior cases and that the Commission should not ignore
the consumer opposition voiced against the proposed SFV rate
design at the public hearings. (Consumer Groups’ application
for rehearing at 35-41.)

DEO asserts that, although gradualism is an important
consideration, the SFV rate design approved by the

Commission does reflect this policy in at least three ways. -

First, DEO explains that only 84 percent of the fixed costs will
be recovered through the fixed charges. Second, DEO points
out that the SFV rates will be phased in over two years. Finaily,
it notes that DEQ has agreed to a “nearly three-fold increase in
DSM spending,” as well as additional funding for support of
low-income customers. DEQ stresses that the principle of
gradualism should not be used to block the transition to the
SFV rate design and notes that gradualism is only one of many

important regulatory principles. (Memorandum contra at 20-
21)

In examining these claims, we first observe that this
Commission is not bound by any statutory requirement
relating to the regulatory principie of gradualism and that this
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is only one of many important regulatory principles. However,
consistent with the principle of gradualism, we noted in the
order that the new levelized rate design best corrects the
traditional rate design inequities, while mitigating the impact
of the new rates on residential customers by maintaining a
volumetric component to the rates, by phasing in the increase
over a two-year period, and by not reflecting the full extent of
DEO’s fixed costs in the proposed fixed charge. We also
emphasized that the low-income pilot program, aimed at
helping low-income, low-use customers pay their bills, was
crucial to our decision. Furthermore, we note that the
Consumer Groups continue to compare the new flat monthly
fee with the customer charge under the previous distribution
rate structure. Such comparisons can be misleading and distort
the impact on customers, since any analysis of the impact of the
new levelized rate structure should consider the total customer
charges. We note that, in association with the adoption of the
SFV rate design, the volumetric charge reflected on the bills of
residential customers will be reduced ag the customer charge is
phased-in to reflect the elimination of the majority of the
company's fixed costs from the volumetric charge. Moreover,
as noted in our order, the new rate design also achieves the
important regulatory principle of matching costs and revenues
to ensure that customers pay their fair share of distribution
costs. Accordingly, the Commission finds that the Consumer
Groups’ request for rehearing on this issue should be denied.

Having determined that the rate of return agreed to in the
stipulation should be reestablished and that the stipulation
should be approved in its entirety, the Commission finds it
necessary to update the rate determinants set forth in the
October 15, 2008, opinion and order. Therefore, applying a rate
of return of 8.49 percent to the value of the used and useful
property as of the date certain results in required operating
income of $119,192570. Under the stipulaton, the parties
agreed that the adjusted operating income of DEQO during the
test year was $93,250,390. This results in an income deficiency
of $25,942,180 which, when adjusted for uncollectibles and
taxes, results in a revenue increase of $41,901,368. Therefore,
we find that a revenue increase of $40,500,000 stipulated by the
parties is reasonable and should be approved.

-14-
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(21)

(22)

By entry issued Novermber 5, 2008, the Commission approved a
revised bill format which incorporated the notice to all affected
customers of the Commission’'s October 15, 2008, order in these
cases, including the approved revenue increase for DEO which
was based on an 8.29 percent rate of return. In light of our
reestablishment of the stipulated rate of return of 8.49 percent,
the Commission finds that DEQ must notify customezs of this
change and that such notice should be provided to ali affected
customers via a bill message or via a bill insert in the next
practicable billing cycle, but no later than 60 days from the date
of this entry on rehearing. Furthermore, a copy of the customer
notice shall be submitted to the Commission’s Service
Monitoring and Enforcement Department, Reliability and
Service Analysis Division, at least 10 days prior to its
disttibution to customers.

On Qctober 8, 2008, DEQ filed proposed tariffs which reflect
the agreement of the parties to the stipulation, including the
8.49 percent rate of return. (n our October 15, 2008, order in
these cases, we found that the proposed tariffs filed by DEO
correctly incorporated the provisions of the stipulation and the
approved rate design; therefore, we approved the proposed
tariffs filed on October 8, 2008, subject to modification to reflect
the revised rate of return of 8.29 percent as approved in the
order. Subsequently, by entry issued October 22, 2008, the
Commission approved DE(Ys revised proposed tariffs, with
one modification addressing the low income program, finding
that the tariffs were consistent with our October 15, 2008, order,
including the revised 8.29 percent rate of return.

In light of our reestablishment of the stipulated rate of return of
8.49 percent and our approval of the stipulation in its entirety,
the Commission finds that the proposed tariffs filed on
October 8, 2008, that reflect the agreement of the stipulating
parties, including the reestablished rate of return of 8.49
petcent should be approved with the following modification.
In paragraph four of Original Sheet No. F-ECTS-Li1 and
paragraph three of Original Sheet No. GSS-LI, the language
should be modified to read, “The following charges for this
one-year pilot program, limited to 5000 customers, are
effective for bills rendered on or after 2008.”.
Therefore, DEO's proposed tariffs filed on October 8, 2008, are
approved with this modification.
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[t is, therefore,

ORDERED, That the application for rehearing filed by DEO be granted, to the
extent set forth in this entry on rehearing, that the rate of return agreed to in the

stipulation be reestablished, and that the stipulation be approved in its entirety. It is,
further, '

ORDERED, That the Consumer Groups’ application for rehearing be denied, It is,
further,

ORDERED, That DEQ revise the customer notice, in accordance with finding (21)
and that such notice be provided to all affected customers via a bill message or via a bill
insert in the next practicable billing cycle, but no later than 60 days from the date of this
order. A copy of the customer notice shall be submitted to the Commission’s Service
Monitoring and Enforcement Department, Reliability and Service Analysis Division, at
least 10 days prior to its distribution to customers. It is, further,

ORDERED, That DEQ's proposed tariffs filed on October 8, 2008, as modified in
finding (22), be approved. [t is, further,

ORDERED, That DEO be authorized to file in final form four complete, printed
copies of tariffs consistent with the findings of this entry on rehearing, DEO shall file one
copy in its TRF docket number (or may make such filing electronically as directed in Case
No. 06-900-AU-WVR), and one copy in this case docket. The remaining two copies shall
be designated for distribution to the Rates and Tariffs, Energy and Water Division of the
Comunission’s Utilities Department. It is, further, |

ORDERED, That the effective date of the new tariffs shall be the date upon which
four complete, printed copies of final tariffs are filed with the Commission. The new
tariffs shall be effective for bills rendered on or after such effective date. It is, further,

ORDERED, That nothing in this entry on rehearing shall be deemed to be binding
upon this Commission in any subsequent investigation or proceeding involving the
justness or reasonableness of any rate, charge, rule, or regulation. It is, further,
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ORDERED, That a copy of this entry on rehearing be served upon all parties of
record.

THE PUBLIC ITIES COMMISSION OF OHIO

Alan R, Schriber, Chairman
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Paul A. Centolella onda Hariman Fer

YR Ve,

Valerie A. Lemmie Chéryl L. Roberto

SEF/CMTP:ct

Entered in the Journal

DEC 19 2008

Reneé J. Jenkins
Secretary
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Office of the Ohio Consumers' Counsel Your Residential Utilily Consumer Advocate

o Coacer Tsls B
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Janine L. Migden-Ostrander
Consumers’ Gounsel

009 APR 10 PM 5222

PUCO

April 10, 2009

Duane C. Luckey

Attorney for Appellee

Senior Deputy Attorney General
Public Utilities Comamission of Ohio
180 East Broad Street, 9" Floor
Columbus, Ohio 43215-3793

Re:  In the Matter of Dominion East Ohio, Inc PUCO Case No. 07-829-GA-AIR, et al.

On Appeal in: Office of the Ohio Consumers’ Counsel v, Public Utilities Commission,
Supreme Court Case No. 09-0314 '

Dear Counsel for the PUCQO:

Without waiving or conceding any arguments with respect to the notice provision in R.C.
4903.16, the Office of the Ohio Consumers’ Counsel (“OCC™) hereby dockets and gives
notice to the Public Utilities Commission of Ohio (“PUCQO” or “Commission”™) regarding
OCC’s intent to file a motion, on or after April 10, 2009, for a siay of the Commission’s
decisions and Orders in the above-captioned cases with respect to the impiementation of
stage 2 of the straight fixed variable rate design approved for The East Ohio Gas Company
d/b/a Dominion Fast Ohio (“DEO™). In the absence of a stay, the Commission’s Order
granting DEO the authority to implement the stage 2 increase to the fixed monthily customer
charge that is scheduled to go into effect on or about October 1, 2009, will irreparably harm
DEQ’s residential customers.

Sincerely, -

\”’7*’" ’ %_,‘———M
1 ,

“Jdseph P. Serio
Assistant Consumers’ Counsel

co: Parties to PUCO Cases 07-829-GA-AIR, et al.
PUCO (by Docketing)

Thie is to certify that tha images appearing are an
accurate and complats reproduction of 2 casa file
document Geliyerwd in bthe regular course [ﬁ businuss,
Technician_, Date Processed T{g_ﬁ

10 West Broad Streeto18th FloareColumbus, Ohiocd3215-3485
(614) 465-85740(614} 466-0475 focsimirgs1-877-PICKQCC tod frogawww. pickocc.org
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Domirion East Ohio

s &
1201 East 55ch Street, Cleveland, OH 44103 Dom'nlol‘

Mailing Address: P.0. Box 5759 East Ohio
Cleveland, OH 441016759 :

Robert W. Varley
Managing Director, State & Local Affits Tuly 20, 2007

Dear Public Official:

{ want to inform you that Dominion East Ohio intends 1o file a request for a base rate increase for gas delivery service and
cothor taniif changes with Public Utllities Commission of Qhiv (PUCO) in about 30 days. The totnl rate increase that '
Dominion East Ohio will request is approximately $73 million. These changes would affect the rates charged to our more
tban 1.2 million customers in the Bast Ohio and West Ohio service territories. This request, which is subject to PUCO -
review and approval, would increase the annuat bill of a typical residential cuatomer by about four petcent. The combinsd
impact of the rate increase and tariff changes for those customers will be less than $4.50 per momth. The new cates, if
approved, are not liksly to go into effect until the second quarter of 2008, That means that our base delivery rates will
remain the same over the upcoming winter heating season

1t's been more than 13 years since Dominion East Ohio filed its Iast request for a base rate increase for delivery service. By
continually striving to be more efficient, we have been able to hold off on asking for a rate increase for well over a decade,
Even though we have become more efficient, many operating costs, such as healthcare expenge and postage, have risen
substantialty since our last rate case. In addition, Dominion East Qhio has invested more than $800 miilion in pipelines,
meters and other assets since our last base rate case, which bas increased our taxes and other expenses as well. The changes
to our expenses in relation to revenues have finally led to the point where we must now sexk a rate increase.

As part of its request, Dominion East Obio i3 proposing to install automated meter reading equipment for all of its
customers over a 5-year period, which will provide actual meter readings each momth, The installation of automated
metering will enhance service by eliminating estimated bills and improving budget billing catculations.

Dontinion Fast Ohio alse proposes spanding up to an additional $5.5 million per year on customer conservation programs.
We would initially increase dotlars spent on conservation programs from the current level of $3,5 million per year to $6
million. If the program exceeds appraved targets, the company would then expand it by an additional $1 million in each of
the next three years, As customer usnge declines, base rates would be adjusted automatically to keep our base rate revenues
per customer the same. Customers would still gain all of the benefits of reduced gas costs, which comprise ever three-
fourths of a typical customer’s bill.

We realize that Dominion East Ohido customers have seen natral pas commedity costs increase considerably during the
past 13 years, Please keep in mind that Dominion East Ohio does not ¢arn a profit oo the natural gas commaodity itself. We
are reduired to pass alemg thoge costs on a dollar-for-dollar bagis. Although higher natural gas commedity costs have led to
higher gas bills, these costs are distinct from the base delivety rate, which recovers the company’s ongoing costs of doing
business and a retum on its investment in assets used to provide service. The base delivery rate has not increased since
1994,

Accompanying this letter are materials providing information on this rate filing, including copies of Dominion East Ohio’s
preposed tariffs,

The PUCC will conduct public hearings throughout our service arsa, at which customers, local government oificials and
consumer groups will have the opportunity to ask gquestions and meake statements ralated 1o Dominion East Chio’s rate
increase request.

In the meantime, if you have queations or require additional information, ptease contaet me at A"

or (216) 736-6207, your local affairs representative - Rose Dziak at Rose.P. Dzial(@dom.com or (216) 716-6201, Ty
McBee at Ty,C.McBes@dom,com or (216) 736-6213, Tracy Stevens at Tracv. W, Steveps@dom.com or (330) 478-3104 or
Pegpy Ehora at Pesgy A Fhora@dom com or (419} 226-4866.

Sincerely,

MUW




. THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Summary of Proposed Rates

Current Rates for Proposed Rates
East Ohio West Ohlo Division for ALl Customers

Customer Charge $5.70 $4.38 $5.70 Manth

Commodity Charge $1.2355 gL.iz2o1 $1.6200 Mecf
Large Volume General Sales & Energy Choice Transportation Service (LVGSS & LYECTS)
Customer Charge $40.00 $32.24 £40.00 /Month
Commodity Charge
First 100 81.2527 31201 £1.6200 Mef
Next 100 $0.9527 311201 $0.9927 Mcf
Next 300 £0.9927 $0.7301 £0.9927 Mcf
Next 4,500 $0.8187 . 30731 $0.3187 Mecf
Next 20,000 $0.8187 $0.4221 $0.8187 Mef
All Additional $0.5187 ' $0.3731 -$0.8187 Mcf
Transportation Service for Schools (TSS
. Customer Charge : $50.00 $50.00 Month
Commodity Chatge
First 100 $1.3967 $1.3967 Mcf
Mext 400 §1.1367 $1.1367 Mef
Mext 1,500 $0.9627 $0.9627 Mcf
ANl Additional $0.9627 $0.6440 Mef
Customer Charge $102.50 $132.99 $102.50 Month
Commodity Charge
First 100 $1.2527 $1.4163 £1.2527 Mcf
Next 100 $0.9927 $1.4163 $0.9927 Mct
Next 300 $0.9927 $1.0353 $0.9927 Mef
Next 1,500 $0.8187 $1.0353 $0.8187 Mcf
Next 3,000 $0.8187 $1.0353 $0.5000 Mcf
Next 20,000 $0.8187 $0.7183 $0.5000 IMcf
All Additional $0.8187 $0.6683 $0.5000 Mef

Daily Transportation Service (DTS)

Customer Charge $£377.00 $377.00 Month
Commodity Charge
First 500 $1.0803 $1.0803 Mecf
Next 4,500 $0.9113 $0.9113 Mecf
. Next 20,000 50.9113 $0.6000 Mof
Next 25,000 $0.5603 $0.6000 /Mcf

Al Additional 50.1663 £0.1663 Mcf




THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Summary of Proposed Rates

Current Rates for Proposed Rates
East Ohto West Ohlo Pivision for All Customers
Yolume kin, ice
2% $0.0220 $0.0220 £0.0156 Mcf
4% $0.027Q $0.0270 £0.0214 Mef
5% $0.0340 £0.0340 $0.0263 Mef
5% £0.0400 $0.0400 £0.0311 Mef
10% £0.0460 $0.0460 $0.0358 Mt
Transportation Surcredi (£0.005342) (50.004305) (30.0173) Mef
Gross Recelpts Tax (G, de 4.8957% 4.8651% 4.6044%

The current GRT Rider is applied only to gas cost charges billed under the GSS and LVGSS rate schedules.
The proposed GRT Rider will apply to all of the charpes billed by Dominion East Ohio on all rate schedules,
excluding charges billed on behalf of Energy Choice suppliers that may be subject to applicable sales tax rates.

Saleg Recongiliation Rider (SRR}

A Sales Reconcitiation Rider hag been proposed to recover the difference between actual base rate revenues and
approved test year revenues adjusted to reflect changes in the mumber of customers. The rider rate will be zero
when the tariffl is approved by the PUCO. Effective November I of cach year, the rider rate will be revised
after further review and approval by the PUCQ. This proposed rider would apply to the GSS, LVGSS, ECTS
and LVECTS rate schedules.

AMR Cost Becovary Cllaree

A flat monthly charge will be added to the otherwise applicable customer service charge for all cusiomers under
the following rate schedules: GSS, LVGSS, ECTS, LVECTS, GTS, and TSS. This additional chargs is
proposed to recover the depreciation, incremental property taxes and post in-service camrying costs associated
with the installation of automated metsr reading (AMR) equipment throughout Dominion East Ohio's system.




Robent W, Varley
Managing Director, State & Local Affairs fuly 20, 2007

Dear Public Official:

[ want to inform you that Dominion East Ohio intends to file a request for a base rate ncrease for gas delivery
service and other tariff changes with Public Utilities Commission of Ohio (PUCQ) it about 3¢ days. The total rate
increase that Dominion East Ohio will request is approximately $73 million. These changas would affect the rates
charged to our more than |2 million customers in the East Ohio and West Ohia service territoriea, This request,
which is subject to PUCQ review and approval, would increase the mmonthiy bill of a typical East Chio residential
customer by iess than $4.50, West Ohio customers would 5ea a monthly increase of less than £6, or § percent, which
includes an increase in their monthly service charge. The new rates, if approved, are not likely to go into effect until
the second quarter of 2008. That means that our baze delivery rates wiil remain the same over the upcoming winter
heating se¢asan.

West Ohig Gas was once @ separate subsidiery of Dominion before merging with East Ohio Gas in 1997, At that
time, onfy the gas cost portion of the companies” rates were combined. Up until this point, West Ohio Division
customers had a scparate monthly service charge and base rates. With this new rate case, the company is proposing
that rates be the same for both East Ohio and West Ohio. As a resuit, the impact on West Qhio custarners will be
slightly different then the impact on Fast Ohio customers.

The company filed its last request for 2 base rate increase for delivery service for its West Ohlo customers in Allen,
Anglaize, Hancock, Hardin, Mercer, Paylding, Putnam, Shelby and Van Wert counties in [983. By contirually
striving to he more efficient, we have been able to hold off on asking for 1 rate increase for 24 years. Even though
we have become more efficient, many operating costs, such as heslthcare expense and postage, have risen
substantiaily since our [ast rate case. In addition, Dominion East Chio has invested more than $800 million in
pipelines, meters and other assets since our last base rate case, which has increased our taxes and other axpenses ag
well. The changes to our expenses in relation to revenues have finally led to the point where we must now seek a
rate increase.

As part 61“ its reguest, Dominion Eayt Ohio is proposing to instafl sutomated meter reading equipraent for all of its
customers over a 5-year period, which will provide actual meter readings ¢ach month. The instaflation of astomated
metering will enbance service by eliminsting estimated bilis and improving budget billing calculations,

Dominion East Ohio also proposes spending up to an additional $5.5 million per year on custamer conservation
programs. We would initially increase dollars spent on conservation programs from the current level of $3.5 million
per year ta $6 million, If the program exceeds approved targets, the company wauld then expand it by an additional
$1 million in each of the next three years, As customer uiage declines, base rates would be adjusied automatically
to keep our base rate revenues per customer the same. Customers would still gain all of the benafits of reduced gas
costs, which comprise over three-fourths of a typical customer’s bill.

We realize that Dominioa Eagt Obio customers have seen natural gas commedity costs increase considerably during
the past 13 years. Please keep in mind that Dominion East Chin does not sam a profit on the natural gas commeodity
itself, We are requited to pess along those cosis on a dollsr- for-dollar basis. Although higher natwml gas commedity
costs have led to higher pas bills, these cosis are distinct from the base delivery vate, which recovers the company’s
ongoing costs of doing business and & return on it3 investment in assets used to provide service. The base delivery
rate has not increased since 1983,

Accompanying this letter are materials providing information on this rate filing, including copies of Dominion East
Ohio’s proposed tariffa,




The PUCO will conduct public hearings throughout our service area, at which customers, local government officials
and consumer groups will have the opportunity to ask questions and make statements related to Dominion East
(Ohio's rate increase request.

In the meantime, if you have questions or require additional information, please contact me al
Robert. W Varlsy@domcom or (216) 736-6207, your local affairs representarive — Rose Dziak at
Rege.P.Dziak@dom.gom or (216) 736-6201, Ty McBee at Ty.C McBee@dom.com ar (216) 736-6213, Tracy

Stevens at Tracy. W Stevens@dom.com or (330) 478-3104 or Peggy Ehora at Pegay. A Ehora@dom.com or (419)
226-4866.

Sincerely,
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Would you please state your name andd business address?
My name is Stephen E. Puican. My business address is 180 East Broad

Street, Columbus, Ohio.

What is your present employment?
I am currently employed as Co-Chief of the Rates & Tariffs / Energy &
Water Division in the Utilities Department of the Public Utilities

Commission of Ohio (“PUCO™).

Are you the same Stephen E. Puican who has previously filed testimony in
this proceeding?

Yes, [ am.

What is the purpose of your testimony?
I am supporting the Stipulation and Recommendation (Stipulation) filed in

this proceeding on August 22, 2008,

Was the Staff present at the negotiations that resulted in the Stipulation?

Yes, the Staft was present at all of the meetings.
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Were all of the parties to this proceeding present at these meetings?
Settlement meetings were noticed to all parties and all parties were present

either in person or by phone or they chose not to be present.

Do you believe the Stipulation filed in this case is the product of serious
hargaining among knowledgeable parties?

Yes. This agreement is the product of an open process in which all parties
were represented by able counsel and technical experts. Extensive
negotiations occurred. The Stipulation represents a comprehensive
compromise of issues raised by parties with diverse interests. All parties
have signed the Stipulation and adopted it as a reasonable resolution of all
issues except the single rate design issue that has been reserved for
litigation. I believe that the Stipulation that the parties are recommending

for Commission adoption presents a fair and reasonable result.

in your opinion, does the Settlement benefit ratepayers and promote the
public interest?

Yes.

¢ The stipulation establishes a fair and reasonable revenue requirement

with an increase in the base rates of approximately 3.9%.
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It establishes a Pipeline infrastructure Program to accelerate the

replacement of an aging distribution system and provides for reasonable

oversight of the program.

It establishes a program to address the safety concerns of prone-to-fail
risers and a schedule to replace these risers within a reasonable period

of time.

It adopts a proposal for Dominion to assume ownership and repair

responsibility of customer service lines.

It provides for a significant expansion of funding for energy efficiency

programs.

lt commits Dominion to provide $1,200,000 of sharcholder-funded
assistance to organizations that will help customers in the areas of
payment assistance and education regarding the efficient use of natural

gas.

It establishes a formula for sharing revenues generated from commodity

exchange and firm receipt point revenues.

It establishes a five-year program to replace inside meters with
automated meter reading devices to eliminate the labor intensive process

to gain access and read meters inside a customer’s premises.
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11.

Does the Stipulation violate any important regulatory principle?

No.

Are you recommending its adoption by the Commission?
Yes. [ believe the Stipulation represents a fair and reasonable compromise

of diverse interests and provides a fair result for customers,.

You have previously filed testimony on the rate design issue that the
stipulation has reserved for litigation. [s there any additional information
you want to provide on that issuc? |

Yes, in order to assist the Commission’s evaluation of the rate design issue,
| am attaching Exhibits SEP 1A, 1B, 2A, 2B and 3 to this testimony.
Exhibit SEP 1A calculates annual bills for residential customers at various
levels of consumption and compares these bills at current rates and rates
incorporating the new revenue requirement at a $5.70 fixed charge and a
$12,50 fixed charge. The $12.50 fixed charge reflects the first year of the
Staff and Company proposed two year phase in of rates as shown on Joint
Exhibit 1-A to the stipulation. Exhibit SEP |B shows the second year of
the phase in. Exhibits SEP 2A and 2B show the same information for the

entire GSS class. Exhibit SEP 3 shows the rates underlying these exhibits.




13.

Q.
A.

Does this conclude your testimony?

Yes, it does.




PROOF OF SERVICE

[ heveby certify that a true copy of the foregoing Second Supplemental Direct
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Dominion Erst Chie
Distribution of Premises by Usage Level -Towal GSS/ECTS
Usage Period: June 2007 - May 2008
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351 40.0 28978 1 TE% 11.07%
401 450 23,947 2 0% 13.18%
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50.t 0.0 78,054 6.33% 22.00%
801 0.0 105 404 $14% 30,13%
0.4 300 116242 2.47% 10.53%
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4 1.9 114,576 9.28% 35.54%
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[FLIR 1109 L7 6.63% 7337%
120.1 130.0 &5 402 530% TH61%
1381 i30.0 50,724 4.11% B2.78%
1461 1500 R T 1% 5.92%
1561 6.0 948N 242% 88.34%
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Nae, Wealhes wis 2.7% volder thiun Towt Yew dunng iins peried,
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The Office of the Ohio Consumers’ Counsel {“OCC™) the City of Cleveland, the

Ohio Partners for Affordable Energy, the Neigﬁborhood Environmental Coalition, the

Empowerment Center of Greater Cleveland, the Cleveland Housing Network, and the

Consumers for Fair Utility Rates (*“Citizens Coalition™) (collectively “Joint Consumer

Advocates™) apply for rehearing of the Qctober 15, 2008 Opinion and Order (“Order™)

issued by the Public Utilities Commission of Ohio (“Commission” or “PUCQO").

Through this Joint Application for Rehearing, the Joint Consumer Advocates seek to

protect approximately 1.2 million residential utility customers of The East Ohio Gas

Company d/b/a Dominion East Ohio (“DEQ” or “*Company™) from the cansequences of

the straight fixed variable (“SFV™} rate design ordered by the Commission.

Pursuant to R.C. 4903.10 and Ohie Adm. Code 4901-1-35, the Order was unjust,

unreasonable and unlawful and the Commission abused its discretion because:

A,

The Commission erred when it failed to comply with the
requirements of R.C. 4903.09, and provide specific findings of fact
and written opinions that were supported by record evidence.

The Comimission erred by approving a rate design for a fwo-year transition
period without establishing R.C. 4909.18 and R.C. 4909.19 as governing
the process for detennining the rate design that will be implemented after
the two-year transition period.

The Commission erred by approving a rate design that includes an
increase to the monthly restdential customer charge without
providing consumers adequate notice of the SFV rate design
pursuant to R.C. 4909.18, R.C. 4909.19 and R.C. 4909.43,

The Commission erred by approving an SFV rate design that
discourages custorner conservation efforts in violation of R.C.
4929 05 and R.C. 4905,70.

The Commission erred by approving a rate design that
unreasonably violates prior Commission precedent and policy.




‘The reasons for granting this Joint Application for Rehearing are set forth in the
attached Mermnorandum in Support. Consistent with R.C. 4303.10 and the Joint Consumer
Advocates’ clairﬁs of error, the PUCO should reverse its Order.

Respectfully submitted,
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L INTRODUCTION

In this case, the Commission is placing its desire to ensure that DEO has
sufficient revenues to cover its fixed costs aver the interests of residential customers' ind
their desire to engage in conservation efforts. The Commission has identified two ways
to protect the Company’s revenue stream: (1) a straight fixed variable rate design; and (2)
a decoupling mechanism. A straight fixed variable rate design provides the utility with
greater guaranteed revenues by dramatically increasing the fixed monthly customer
charge. In addition to greater guarantesd revenues the utility does not have to account for
and refund to itg customers any over-recovery, as wotuld be necessitated by a rate design
with a decoupling mechanism. Before the Commission makes an ultimate decision it
should have all the facts and analysis it requires on the record.

In the Commission’s Order there is recognition that indeed all facts and analysis
are nol available by the fact that the Commission has identified certain issues that must
be further analyzed by the Company and/or other interested parties (e.g. the DSM
Collaborative) who were ordered to perform studies and provide the Commission with
certain information on a prospective basis.” The Commission is attempting to fill gaps in
the record evidence it needs to make a decision on the appropriate rate design, by
ordering these studies. A better course of action would be to order these studies and
evaluate the results before implementing such dramatic changes in the way DEQ charges
its customers. Thus, a more complete evaluation intended to fully understand the

implications of implementing the SFV rate design is imperative. Following such an

' This interest was clearly displayed by the hundreds of residential custorners who attended the
Local Public Hearings, the over 175 residential customers who testified at the Local Public
Hearings and the over 275 letters submitted on the record, in opposition te the SFV mite design.

2 Order at 23, 25 and 27.




gvaluation, the interested parties should be entitled to their due process rights as the
Commission undertakes a process to review the impacts of the SFV rate design, and
determine the appropriate rate design going forward.

The Commission should reconsider its decision to implement the SFV rate design
for a number of legal arguments made by parties opposed to the SFV rate design. DEO
did not request the SFV rate design in its rate case application (“Application™) and
therefore failed to provide the customer notice required under Ohio law. In addition, the
SFV rate design sends an improper price signal to the customer and adversely impacts the
customers’ conservation efforts by extending the payback period for energy efficiency
investments. The SFV rate design unreasonably increases the fixed menthly customer
charge in violation of the regulatory principle of graduatism.

‘The Joint Consumer Advocates are particularly concerned about the effects of the
SFV rate design on Ohio’s working poor. From a social justice standpoint, a public
policy that forces a struggling family living just above the poverty line in a small
apartment with the thermostat turned low to pay as much as Commercial and Industrial
customers whose usage is as high as 3,000 Mcf per year, and homeowners with large
homes is unconscionable. The Company and the Commission Staff have failed to
demonstrate that such subsidies are not occurring. They have failed to provide evidence
to demonstrate that all, or even a majority of low-income customers are using more
natural gas than large customers, and they have failed to establish a public policy
rationale for charging low- users the same amount as large users. Finally, the low-
income pilot program as ordered by the Commission in these cases is a smaller program

than the pilot program ordered in the Duke Energy-Ohio {*Duke”™) rate case, despite the




fact that DEQ is three times the size of Duke, and the well documented economic
problems in DEQ’s service territory.

The Commission is strongly and respectfully urged to encourage conservation and
protect vulnerable Ohioans by rejecting the straight fixed variable rate design and
returning to the current rate design or adopting a decoupling mechanism with appropriate

consumer safeguards.

i1 PROCEDURAL HISTORY

On July 20, 2007, DEO filed a Pre-Filing Notice of its intent to increase rates for
the natural gas distribution service that is provided through its gas pipelines. On August
30, 2007, DEO filed its Application in these cases (“Rate Case™), to increase the rates that
customers pay.

Motions to Intervene were filed by the OCC,’ Stand Energy Corporation
(“Stand™),' OPAE,® Ohio Energy Group (“OEG”),” Interstate Gas Supply, Inc. (“IGS™),’
the City,? the Citizens Coalition,’ Integrys Energy Services, Inc. (“Integrys™),"” Dominion

Retail, Inc. (“Dominion Retail”)," Industrial Energy Users-Ohio (“IEU™)," Utility

3 OCC Motion to Intervene (September 12, 2007).

* Stand Motion to Intervene (November 21, 2007).

* OPAE Motign to Intervene (July 26, 2007).

¢ OEG Motion to Intervene (August 1, 2007).

7 1GS Motion to Intervene (Augusat 17, 2007).

® City Motion to Intervene (June 17, 2008).

? The Citizen Coalition’s Motion to Intervene { August 10, 2007).

** futegrys Motion to Intervene (January 7, 2008).

" Dominion Retail Motion to Intervene (September 17, 2007).

12 {EU Motion to Intervene (September 24, 2007). (TEU on June 19, 2008 withdrew from these cases).




Workers Union of America (“Union™),” Ohio Oil and Gas Association (“O0GA™)," and
Direct Energy Services, LLC. (“Direct™."

On September 13, 2007, the Company filed the direct testimony of nine Company
witnesses and outside experts. On May 23, 2008, the PUCO StalT filed its Staff Report of
Investigation (*“Staff Report”) and the Report of Conclusions and Recommendations on
the Financial Audit by Blue Ridge Consulting Services, Inc. (*“Blue Ridge Report”).

On September 20, 2007, DEO filed a first Motion to Consolidate its advanced
meter reading (“AMR’"} program application with the rate case Application. The AMR
Application was initially filed in 2006, and sought recovery for the funds to be used by
the Company to pay for the AMR program through a cost recovery charge to customers.'®
The AMR Application projected AMR program costs of approximately $100-110 million

Then six mqnths into the rate case review process, on February 22, 2008, DEO .
filed a second M.otion to Consoclidate.” This Motion to Consolidate s._pught to add yet
another revenue requirement to the Rate Case Api)lication - t]ﬁs time a $2.6 billion (in
2007 dollars)" Pipeline Infrastructure Replacement (“PIR™) Application.” The PIR

Application was initially filed as a “UNC” filing, or an unclassified filing, and assigned

" Union Motion to Intervene (December 28, 2007).
" GOGA Mation to Intervene (February 29, 2008).
¥ Direct Motion to Intervene (January 18, 2008).

18 AMR Application ot 6.

T In the Matter of the Application of the East Ohio Gas Company d'b/a Dominion East Ohio for Approval
of Tariffs to Recover Certain Cosis Associated with A Pipeline Infrastructure Replacement Program
Through an Automatic Adjustment Clause, And for Certain Accounting Treatment, Case No. 08-169-GA-
UNC, Motion to Consolidate, (February 22, 2008). (“PIR Case™).

1® Based on the fact that the Compaay only calculates the PIR Application costs in terms of “2007 dollars”
and the fact that the AMR Application costs have elready increased by 10% in less than a year from $110-
$110 million to $126.3 million, leads to inevitable conclusion that the PIR Application costs will far and
away exceed the $2.6 billion price tag that the Company has identified m this case.

'* PIR Case, Application (Febroary 22, 2008) at 11,




Case No. 08-169-GA-UNC.

Between June 20 and June 23, 2008, OCC, DEO, OPAE, IGS, Integrys, the City,
and the Coalition filed objections to the Staff Report, and Summaries of Major [ssues.?
On June 23, 2008, OCC filed testimony of eight witnesses,” and DEO filed the
Supplemental Testimony of three witnesseiu

On August 22, 2008, the parties to the cases entered into a Stipulation and
Recommendation (“Stipulation”) that settled all issues except for the rate design issue
involving the fixed monthly customner charge. The major issues that OCC and the other
parties settled include, infer alta, a fair and reasonable revenue requirement, agreement to
establish a pipeline infrastructure program with reasonable ptice caps, and establishment
of & program to address the safety concerns and replacement of risers in a reasonable time
perioc_l.” Under the Stipulation, all representatives of residential customers -- whao will be
forced to bear the im;;act of the SFV rate design -- OCC, OPAE, the City, and the
Citizens Coalition have reserved their right to litigate the rﬁte design issue. The PUCO
Staff, DEO and QOOGA support of the SFV rate design which represents a radical

departure from decades of PUCQ regulation of natural gas Local Distribution Companies

* OCC, DEQ, OPAE, the City, and the Coalition were the only parties who filed objections that
specifically addressed the rate design issue that was the subject of Litigation in the evidentiary
hearing,

! The following witnesses filed Direct Testlmony on behalf of the OCC: Wilson Gonzalez, Steven

B. Hines, Beth E. Hixon, Frank W. Radigan, Trevor R. Roycroft, Patricia A. Tamner, James D.
Williams, J. Randall Woolridge.

*2 The following witnesses filed testimony on behalf of DEQ: Vicki H. Friscic (Supplemental),
Jeffrey A. Murphy (Second Supplemental), and Michrel J. Vilbert (Supplemental).

B Staff Ex. No. 3B (Puican Second Supplemantal Testimony) at 2-3 (August 25, 2008),

M OPAR is a provider of weatherization and essentia] infrastructure services to the low income
residential consumers within DEQ’s service territory.




(“LDCs”}) in Qhio. Noteworthy is Lhat_no group that purports to represent the interests of
consumers supported the SEV.
The Commission held ten local public hearings between and July 28 and August

21, 2008,” and the evidentiary hearings were conducted between August | and 27, 2008.
On August 26, 2008, the OCC filed rcbuttal testimony,® and on August 27, 2008, DEO
filed surrebuttal testimony.”” The Attomney Examiners ordered an extremely short
briefing schetule of only 14 days -- that incorporated the Labor Day Holiday -- for initial
briefs, and only 6 days for reply briefs and included an unprecedented fifteen page
limitation for the initial and reply briefs. As a result, OCC and other parties were forced
to make difficult decisions about what legal arguments could and could not be advanced
given the constraints imposed by the Commission. The initial briefs were due on
September 10, 2008, and reply briefs due on September 16, 2008. An oral argument was
conducted on Septemnber 24, 2008,

- The Commission issued its Opinion and Order (“Order”) on October 15, 2008, in
which the Commission approved the SFV rate design, which all but ends the time-
_ honored practice of billing customers per cubic foot of the gas they use, which is the most

significant part of the customer distribution cost determined in a base rate proceeding.

Ill. STANDARD OF REVIEW

Applications for Rehearing are governed by R.C. 4903.10 and Ohio Adm. Code

4901-1-35. This statute provides that, within thirty (30) days after issuance of an order

5 Order at 5.
% (OCC Ex. No. 22 {Coltan Rebutial Testimeny).
" DEO Ex. Ne. 1.5 (Murphy Surrebuttal Testimony).




from the Commission, “any party whe has entered an appearance in person or by counsel
in the proceeding may apply for rebearing in respect to any matters determined in the
proceeding.” Furthermore, the application for rehearing must be “‘in writing and shall set
forth specifically the ground or grounds on which the applicant considers the order to be
unreasonable or unlawful.”™

In considering an application for rehearing, Ohio law provides that the
Commission “may grant and hold such rehearing on the matter specified in such
application, if in its judgment sufficient reason therefore is made to appear.””
Furthermore, if the Commission grants a rehearing and determings that “the original
order or any part thereof is in any respect unjust or unwarranted, or should be changed,
the Commission may abrogate or modify the same * * *%

The Joint Consumer Advocates meet the statutory conditions applicable to an
applicant for rehearing pursuant to RC 4903,10. Accordingly, the Joint Consumer
Advocates respectfully request that tﬁc Conunis-sionrgrs.tﬁt rehearing on the matters.

specified below.

IV. ARGUMENT
The Commission’s Entry was unjust, unreasonable and untawful in the following

particulars;

2
®rd
30 } d




A,  The Commission Erred When [t Failed To Comply With The
Requirements Of R.C. 4903.09, And Provide Spe¢ific Findings Of
Fact And Written Opinions That Were Supported By Record
Evidence.”

The Commission approved the SFV rate design for DEQ’s General Sales Service
(“GSS”) and Energy Choice Transportation Service (“ECTS") classes despite
acknowledging that there was insufficicnt record evidence to support its decision, as is
evidenced by its ordering future studies intended to establish findings on a prospective
basis to validate its current decision. The areas of inquiry that the Commission has ordered
be reviewed are as follows; 1) DEO is to perform a review of the cost allocation
methodologies for the GSS/ECTS classes;™ 2) following the end of the first year of the
low-income pilot program, the Commission will “evaluate the program for its effectiveness
in addressing our concerns relative to the impact on low-use, low-income customers;”?
and 1} the DSM collaborative was ordered, as part of its review, “to develop energy
efficiency program design alternatives and should consider those alternatives in 2 manner
that strikes a balance between cost savings and any negative ratepayer impacts.”™ Thus,
the Commission seems to recognize that its decision will cause harm to some customers
and it attempted to mitigate that harm through a series of band-aides and studies. The clear
and present fact remains that customers simply would be better off without the SFV and
approval of the rate design as originally proposed by DEO.

R.C. 4903.09 requires the Commuission to provide specific findings of fact and

written opinions supported by record evidence. R.C, 4903.09 states:

¥ Tongren v. Pub. Util, Comm, {1399), 85 Ohio St. 3d 87.
2 Order at 25.

B I ar 27,

¥1d a23,




In all contested cases heard by the public utilities

commission, a complete record of all of the proceedings

shail be made, including a transcript of all testimony and of

all exhibits, and the commission shali file, with the records

of such cases, findings of fact and written opinions setting

forth the reasons prompting the decisions arrived at, based

upon said findings of fact.
In these cases, the Commission absent current and complete record evidence is
attempting to create validation and support for its order to implement an SFV rate design
through these prospective studies that could provide sufficient evidence to warrant the
PUCQO’s reversal of its current position on the SFV rate design.

The Commission in its Order stated it was approving “[the SFV rate design for]
the first two years of this transition period."” The Commission’s Order for selected
studies is inappropriate and a more comprehensive study is necessary to determine if the
SFV rate design is just and reasonable and should be continued beyond the first two years

of this transition period for the reasons discussed below. Moreover, there is no

explanation or understanding of what may occur at the end of this two-year period.

1. The Commission Erred By Approving the SFV Rate Design
and Ordering the Company to Study the GSS Class Cost of
Service Study Prospectively.
The PUCO has failed to explain why as a policy matter it is just and reasonable to
have low-volume residential users subsidize high-volume Commercial and Industrial,

customers and high-use residential customers, Especially considering that in the

GSS/ECTS classes the highest use customers are Commercial and Industrial customers,

¥ Oxder at 25.

\s




who use up to 30 times the natural gas that the average residential customer uses.” The
goal of rate design should be to eliminate inter and intra-class subsidies to the maximum
extent possible, not create them. But, if a subsidy is unavoidable, as a policy matter the
rate design should be structured such that the high users subsidize the low-users since
they generally contribute to system costs and are most likely making the least effort to
conserve our nonrenewable resources,

The Commission recognized that the Company’s established GSS/ECTS rate
classes pose a potential inter-class allocation problem. The Commission Order stated;

Therefore, the Commission is approving the first two years
of this transition, however, prrior to approval of rates for
rates of the third year and beyond the Commission believes
that a review of the cost allocation methodologies for the
GSS/ECTS classes i appropriate, Therefore, DEQ is
directed to complete the cost allocation study required in
the stipulation within 90 days of this order. Upon
completion, DEQ should submit a report and
recommendation regarding whether the GSS/ECTS classes
are appropriately comprised of both residential and
nonresidential customers or whether the ¢classes should be
split. DEQ shall also provide, if the recommendation is to

~ split the classes, 2 recommended cost allocation per class.
Upon review of the cost allocation study, the Commuission
will be establishing a process that will be followed to
determine the appm}lriate rates in year three and beyond, as
soon as practicable.”

It is unclear why the PUCO has ordered the Company to perform a study within 90 days,
of its Order, but absent knowing what the results of the study are, the PUCQ has

demonstrated a willingness to wait for two years before addressing the study's resuits. It

is unrefuted that DEQ’s GSS class is comprised of non-homogeneous residential and

35 Based on average residential uzage of 99,1 Mef per year (Tr. Vol, [V (Murphy) at 17-18 (Aug.
25, 2008), and propased maxinmm GSS class customer usage of 3,000 per year.

Y Order at 25-26.
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non-residential consumers with widely varying usage. The average residential customer
in DEQ's service territory uses 99.1 Mcf per year.’® The average non-residential GSS
customer uses 390 Mcf per year, or almost four times greater usage.” However, the
largest consumption in the GSS class currently is in excess of 5,000 Mcf per year.*’ The
Company’s justification for combining residential with Commercial and Industrial
customners in the GSS class was that such customers who use 1, 2, or 3 times the amount
of gas as the average residential consurer exhibit similar load characteristics.”” This
argument ignores that while the load profile may be similar at these lower usage levels,
there are other factors that demonstrate that the cost to serve these larger entities is
greater.”” This includes the amount of distribution pipe that is required because some of
these establishments may not be clustered in more dense urban settings.” Nonetheless,
this does not explain the inclusion of Commercial and Industrial customers who use more
than 300 Mcf per year and use up to 3,000 Mcf per year, and therefore the GSS class
cannot be considered homogeneous relative to the residential consﬁmers’ usage.

Réﬁance on DEQ’s cost of service study to support the radical change to the SFV
rate design is equally inappropriate. The argument in favor of the SFV rate design is that

it aligns the customers® cost share with the burden that the user places on the system,”

© Under the SFV rate design, no user shouid pay more than its appropriately allocated share

3 Tr. Vol. IV (Murphy) at 17-18 (August 25, 2008).

¥ Id at 18-19.

 Staff Bx. No. 3B (Puican Second Supplemental) at SEP 1A, 1B, 2A, and 2B (August 25, 2008).
4 r, Vol. IV (Murpby) at 32 (Augnst 25, 2008).

“2 OCC Ex. No. 21 (Radigan Direct Testimony) at 6-8 {June 23, 2008).

* OCC Ex. No. 22 (Colwn Surrebuttal Testimony) at 30-35 {(August 26, 2008).

: -08.pdf A Rate Design to Encourage
Energy Eﬁic:ency and Reduce Revenue Requirement.s al (Da-ml Magnus Boonin) (Tuly 2008).
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of fixed costs. However, the record does not establish that all customers in the GSS class
place the same burden on the system.*® Without any more detail in the cost of service
study, it is un-determined and un-determinable for this case who is actually responsible
for the fixed costs that are rccovered through the SFV rate design. Therefore, the same
fixed charge should not be levied on residential customers and non-residential large usage
{in excess of 300 Mcf per year) customers in the GSS class.

Absent actual homogeneous membership in the GSS customer class, there
inevitahly will be misallocations among customers within the GG8S class. This is an issue
that is addressed prospectively in the Stipulation.*® However, a future remedy for the
obvious current shortcomings of the class cost of service study relied upon in these cases
to support the SFV rate design does little to assist the low-use residential consumers who
will be most harmed by the SFV rate design during vears 1 and 2. Moreover, it does
nothing to establish a legal record that supports the_Commission’s decision.

2. The Commission Erred By Approving a Low-Income

Pilot Program Without an Adeguate Record to Support
the Order.

The fact that there is an adverse affect on low-use customers as a result of
implementation of the SFV rate design in these cases is without question. The
Commission in its Order stated:

We recognize that, with this change to rate design, as with
any change, there will be some customers who will be

* OCC Ex. No. 21 (Radigan Direct) at 24 {June 23, 2008) (“* * * future class cost of service studies should
not assume, as DEO has done here, that the cost of sgrvice laterals aid meters ard regulaters is independent
of the size of the customers. Rather, these costs should have been aliocated based on either the acmal costs
of service laterals and meters and regulators serving each class, or a sampling of the equippment that serves
customers in each class combined with estimates of the average costs for each type of equipment. The
existing cost of service study does not provide the detail needed to establish an average customer cost, or
the customer costs that represent the costs of serving the lowest use customers in the class.”),

% Jaint Ex, No. { (Stipulation) at 11, (Auvgust 22, 2008).
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better off and some customers who will be worse off, as
compared with the existing rate design. The levelized rate
design will impact low-usage custorners more, since they
have not been paying the entirety of their fixed costs under
the existing rate design. Higher use customers who have
been overpaying their {ixed costs will actually experience a
rate reduction.” _

The Commission’s Order makes the statement that Jow-usage customers have not
been paying the entirety of their fixed costs. This statement is made without citation, and
without any prior Comimission precedent that found that high-usage customers were over-
paying fixed costs under the previous rate design. In fact, prior to the current proceeding
and the recent Duke rate case, the PUCO has never made such a finding of fact. Instead
customers are being forced to accept the financial fallout from this unsubstantiated claim
being transformed into fact. While the record is clear as to the impact that the SFV rate
design has on low-use customers; however, the actual impact that an SFV rate design will
have upon DEQ’s low-income customers, especially non-PIPP low-use and low-income
customers, is unknown and debatable.

The record in these cases does not answer the question of how the SFV rate
design impacts the low-income customer. It would seem axiomatic that such a
fundamental question would be fully explored and analyzed prior to approving such a
dramatic change in policy, and not after-the-fact. The Commission has approved the

SFV rate design without a full and complete understanding of the harm that it may cause.

Using another governmental regulation analogy, this would be the equivalent to requiring

T Order at 26.




the FDA to grant approval unless it could prove the drug was harmful. ® © * L is the
responsibility of the manufacturer to demonstrate that the product is not dangerous.*
Similarly it should not be the PUCO or the intervening parties’ responsibility to prove
that the SFV rate design is not just and reasonable, but instead it is the Company’s burden
to prove that it is just and reasonable.”

The SFV rate design approved by the Commission is bad public policy for DEO’s
low usage and low-income residential customers who will now be forced to subsidize
DEOQ’s larger use commercial, industrial and residential customers. The SFV rate design
has the effect of making the distribution cost per Mcf that a customer faces higher at
lower consumption levels than at higher consumption levels.” Such a rate design is
inherently unfair to low-usage low-mcome customers, who because of their limited
means, likely live in smaller dwellings, such as apartments, and use less natural gas than
homeowners with larger homes. The SFV rate design is not only unfair to these
customers with small incomes, it is extremely insensitive in its timing; coming on the

heels of several years of belt-tightening by America’s working poor, amidst a nationwide

® In the Matter of the Application of Ohio Edisen Company, The Cleveland Electric [luminating
Company and The Toledo Edison Cantpuny for Authority te Establish a Siandard Service Offer
Pursnant to R.C. 4928.143 in the Form of an Electric Security Plan, Cass No. 08-935-EL-S50,
Prefiled Testimony of Richard Cahaan at 17-18 (October 6, 2008).

“Id.
1
51 Id

% In a rate case, there is no dispute that the Compeny has the burden of proving that its Application is just
and reasonable. R.C. 490918 states that, “[A}t such hearing, the burden of proof to show that the
proposals in the applieation are just and reasonable shall be upon the public utility.” (Emphasis
added). R.C. 4909.19 also states, “[A]t any hearing involving rates or charges sought to be increased, the
burden of proof to show that the increased rates or charges are Just and reasonable shall be on the
public utlity.” (Emphasis added).

% Staff Ex. No. 3B Puican Second Supplemental Testimony at Bxhibit SEP-1A (August 25, 2008) (By
way of example as usage increases the cost per Mcf decreases: 12 month usage of 5 Mcf Proposed Bill
$167.25 Cost per Mcf = 333.45; 12 month usage of 100 Mcf Proposed Bill $362.72 Cost per Mcf =
$3.6272; and 12 month usage of 5000 Mcf Propazed Bill $12,405.60 Cost per Mcf = §2.4811).
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mortgage forectosure crisis and with the country facing a looming recession, a fact
initially raised by Company witness Murphy, and uncontested in the record.™

The Commission states a concern with the impact that the change in rate structure
will have on some DEQ customers, and recognizes that some relief is warranted for these
customers; however, even without a study the Commission’s Order is suspect.

In the Duke case, we approved a pilot program available to
a specified number of eligible customers, in order lo
provide incentives for low-income customers to conserve
and to avoid penalizing low-income customers who wish to
stay off of programs such as PIPP. We emphasized in the
Duke case that the implementation of the pilot program was
important to our decision to adopt a levelized rate design in
that case. Therefore, the Commission finds that DEQ
should likewise implement a one-year low-income pilot
program aimed at helping low-income, low-use customers
pay their bills.

As in the Duke case, the customers in the low-income pilot

program shall be non-PIPP low-usage customers, verified

at or below 175 percent of the poverty level. DEO's

program should provide a four-doilar, monthly discount to

cushion much of the impact on qualifying customers. This

pilot program should be made available one year to the first

5,000 eligible custorners.
To the extent that the Commission has ordered this sinall offering to help low-use low.
incomme customers who will be penalized through the implementation of SFV, it is
entirely unclear why this benefit evaporates after one year when the SFV will be in place
for a longer period of time, Moreover, the Commission failed to explain how DEQO -- a

company with almost 1.2 million residential customers or almost three times the number

% DEO Ex. No.1.1 (Murphy Direct Testimony) at 21-22 (September 13, 2007),
%% Order at 26.
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of residential customers that Duke has (approximately 378,000),* and with the well
documented economic challenges in its service territory®’ -- should have such an
important program that is one-half the size of Duke’s. If the low-income pilot is to héve
any significance and henefit for non-P[PI; low-income customers, then it musi be
available to a comparable number of customers -- which for DEO is 40,000 customers --
to take into account the larger number of DEO customers and the severe economic
conditions in the DEOQ service territory.

The Commission’s Order establishes a rationale for the low-income pilot
program, but the Commission has no analysis to support how the approved pilot prograin
will be sufficient to achieve the stated purpose. The Order stated:

In the Duke case, we approved a pilot program available to
a specified number of eligible customers, in order to
provide incentives for low-income customers to conserve

and to avoid penalizing low- mcomc customers who wish to
stay off of programs such as PIPR.*®

The pilot program is approved by the Commission without the benefit of sufficient

 understanding of the extent of the need that the Commission alleges to address. As OCC

witness Colton stated:

We found that exactly balf (50%) of Ohio's low-income
natural gas customers had natural gas burdens of below the
minimum necessary for those households to gain benefits
from participation in the Ohio PIPP.”

58

07 p_d_f {as of Deuem!:cr 3, 2007 DEO had 1,129, 559 res1denhn] ::ustomers and Duke had
378,281).

7 DEO Ex. No.1.1 (Murphy Ditect Testimony) at 21-22 (September 13, 2007).
5 Order at 26,
% OCC Ex. No. 22 (Colton Rebuttal Testimony) at 22-24 {August 26, 2008).
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A point that was convincingly made during the oral argument,” and with no record
evidence to contradict Mr, Colton’s projections, is that there could be as many as 54,000
low-income customers in DEQ’s service territory who are low-use customers.” In such a
case, the Commission’s pilot program for 5,000 customers for only one year constitutes
the proverbial drop in the bucket and will not come close to meeting the need or
achieving the goals.

Despite lacking a full and complete understanding and appreciation of the impact
that the change in rate design will have on low-use/low-income DEQ residential
customers, the Commission has approved the SFV rate design with a pilot program
supposedly important ta its decision. However, the analysis of the impact of the pilot
program will not take place for a year after the SFV rates are implemented. The Order
states:

Following the end of the pilot program, the Commission
will evaluate the program for its effectiveness in addressing
our concerns relative to the impact on low-use, low-income
customers.®

Such a study, after the implementation of the SFV rate design, will only serve to

demonstrate the adequacy or -- more likely -- the inadeguacy of the pilot program. There

% Tr. Oral Argument at 59-60 (Serio) (September 24, 2008) ("Wel, I guess the problem with that
assumption is Mr. Murphy's testimony identified articles that called Cleveland the poorest city in
the United Stales, yet under the Company's 24-hour study only 15 percent of their customers are at
ihe poverty level. Those two things seem to contradict each other. How can you have the pooreat
city in the country but only 15 percent of your customers are at the poverty level? Obviously, a
large mumber of low-income customers fell through the cracks of the Company's study and are not
accounted for, and we should know how those customers are impacted before a permanent change
iz implemented.™).

$ DEQ Ex. No. 1.5 (Murphy Surrebuital Testimony) at JAM 1.8 (August 27, 2008) {JTAM 1.8 states PIPP
customers at 108,167, 50% would be approximatsly 54,000),

% Order at 27.
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is nothing in the Order that will assure a remedy to the harm the SFV rate design causes.

That is why a more expansive study with a process at the conclusion of the study is what

should have been ordered by the Commission.

k3 The Commission Erred By Ordering an Evaluation of the DEO
DSM Energy Efficiency Programs Without Looking at the
Impacts the SFY Rate Design Has On These Programs.

The Commuission ordered the demand side management (“DSM™) collaborative to

perform a review of DE()’s energy efficiency programs. The Commission stated;

Furthermore, we encourage the collaborative to address
additional opportunilies to achieve energy efficiency
improvements and to consider programs which are not
limited to low-income residential consumers. As part of its
review, the collaborative should develop energy efficiency
program design alternatives and should consider those
alternatives in a manner that stiikes a balance between cost
savings and any negative ratepayer impacts. The energy
efficiency programs should also consider how best to
achieve net total resource cost and societal benefits; how to
minimize unnecessary and undue ratepayer impacts; how
process and impact evaluation will be conducted to ensure
that programs are implemented efficiently; how to capture
what otherwise become lost opportunities to achieve
efficiency improvements in new buildings; how to
minimize “free ridership” and the perceived inequity
resulting from the payment of incentives to those who
might adopt efficiency measures without such incentives;
and how to integrate gas DSM programs with other
initiatives. Noting that the stipulation establishes a
collaborative and a threshold related to reasonable and
prudent DSM spending above the current $4,000,000
commitment, the Commission directs that the collabortive
shall file a report within nine months of this order,
identifying the economic and achievable potential for
energy efficiency improvements and program designs to
implement further reasonable and prudent improvements in
energy efficiency.”

 Order at 23.
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While the Commission ordering a study is appropriate and needed, the Commission’s
directives for the study are incomplete and fail to also include a review of the SFV rate
design and the impact that it has on conservation and energy efficiency afforts (e.g.
extending the payback period).

The Commission’s requirements for the DSM evaluation, as with the low-income
pilot and the cost allocation studies, are not comprehensive in nature and will not address
the impacts that the SFV rate design has on DEO’s residential customers, a topic which
needs to also be studied. These studies only nibble around the edges of the problems that
OCC has identified with the SFV rate design, and therefore, the Commission should
consider a more expansive study that will, in addition to the areas ordered by the
Commission to be studied, also study the SFV rate design and its impact on DEQ’s
GSS/ECTS customers.

The Commission in its Order discusses a number of issues that require analysis,
but does not provide citation to the record to support its determination that the SFV rate
design is in the public interest. The Commission stated:

Our analysis does not end there, however, Before strictly
applying cost causation, we must consider and balance
other important public policy outcomes of rate design.
Would strict application of cost causation discourage
conservation? Would it disproportionately impact
economically vuinerable consumers, including both low-
income customers and those on a fixed income? Will
customers understand the rate design? Does it generate
accurate price signals? Can it be implemented without rate
shock - that is, with sensitivity to gradualism? On balance,

what style of rate design will result in the best package of
possible public policy outcomes?**

5 Order at 25.
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The Commission raises legitimate issues for consideration, and in order to properly
analyze each issue, the Commission should order an independent comprehensive DSM
conservation program evaluation. OCC also posits that these are questions that should be
answered hefore implementing SFV, not after. Such an evaluation would be comparable
to the independent study that the signatory parties in the Columbia Gas of Ohio, Inc. rate
case agreed upon.” The scope of the independent study should be cooperatively
developed by DEOQ, Staff, OCC, OPAE and other interested parties, and should include,
but not be limited to, the effects of the SFV rate design on: consumption decisions,
conservation efforts and uncollectible account balances at all levels of income and usage
levels; low- use/low- income customers consumnption patterns; PIPP enrollments and

arrearages; and, consumers energy efficiency investment decisions.

B. The Comnission Erred By Approving A Rate Design For A
Two-Year Transition Period Without Establishing R.C.
4909.18 and R.C. 4909.19 As Governing The Process For
Determining The Rate Design That Will Be Implemented After
The Two-Year Transition Perlod.

The Commission unreasonably implemented the SFV rate design for a two-year
transition period without establishing the process that will govern the determination of
the rate design for subsequent periods. The Commission Order stated:

Therefore, the Commission is approving the first two years
of this transition, however, prior to approval of rates for
rates of the third year and beyond the Commission

believes that a review of the cost allocation methodologies
for the GSS/ECTS classes is appropriate. Therefore, DEO
is directed to complete the cost allocation study required in

%5 In the Matter of the Application of the Columbia Gas of Ohio, Inc. for Authority to Amend Filed Tariffs
to Increase the Rates and Charges jor Gas Distribution Service, Case No. 08-72-GA-AIR, st al., Joiat
Stipulation at 19 (October 24, 2008),
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the stipulation within 90 days of this order. Upon

completion, DEQ should submit a report and

recommendation regarding whether the GSS/ECTS classes

are appropriately comprised of both residential and

nenresidential customers or whether the classes should be

split. DEQ shall also provide, if the recommendation is to

split the classes, a recommended cost allocation per class.

Upon review of the cost allocation study, the

Commission will be establishing a process that will be

followed to determine the appropriate rates in year

three and beyond, as soon as practicable.”
The Commission failed to discuss, let alone establish in its Order what process will be
used to determine appropriate rates beginning in year three, merely noting that it will be
establishing a process. Because the Commission’s Order is silent on the details of the
process, there are more questions than answers, It is unclear if the process will be limited
to the Company and the PUCO. There is no determination as to whether there will be an
opportunity to challenge the study, DEQ recommendations, or the Commission’s decision
on the rate design in years three and beyond.

The extent of the uncertainty surrounding the studies it has ordered in these cases
and the process that the Commission uitimately relies upon for establishing rates in year
three and beyond are problematic. Consumer faith in the regulatory process necessitates
the Comimission not compromise due process by rubber-stamping a Company study.
Therefore argument for an extensive independent study that thoroughly analyzes the
impacts of SFV rare design on DEO’s customers, as well as conservation efforts from all
perspectives is an important consideration for the PUCO as earlier argued. However, the

importance of an independent study is lost unless the Commission approves a process

that is transparent and inclusive with appropriate due process protections.

% Order at 25-26 (emphasis added).
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Therefore, the Commission should on rehearing order a comprehensive
independent study of the SFV rate design, have the study docketed for all interested
parties, and establish the process in accordance with R.C. 4909.18 and R.C. 4909.19 so
that all interested parties will have the benefit of notice, full discovery rights and an
opportunily to be heard on the determination of DEO’s rate design for years 3 and
beyond.

C. The Commission Eyred By Approving A Rate Design That Includes

An Increase To The Monthly Residential Customer Charge Without

Providing Consumers Adequate Notice Of The SFV Rate Design
Parsuant To R.C. 4909.13, R.C, 4909.19 And R.C. 4909.43.

The notice requirements contained in R.C. 4909.18, R.C. 4909.19, and R.C.
4909.43 are statutory and cannot be waived. The Commission in its Order unreasonably

relies on arguments from DEQ and Staff by stating:

DEQ and staff point out that the SFVY rate design was not

proposed in the application, but was recommended by the

staff in the staff report that was issued eight months after

the application was filed. Therefore, DEQ and staff

maintain that the statute did not require that the notice of

the application reference the SFV and that the authority

relied on by OCC is inapplicable.®’
Under this interpretation, the explicit intent of consumer protection afforded by the
statute could be completely negated by Staff proposing changes desired by a utility.
Moreover, a decision by the Company to change its rate design position from its
Application to align with the rate design position in the Staff Report does not relieve the

Company of its statutory requirement to provide its customers with notice of the

substance of its application and at the time such notice is required — with its application -

57 Order 2t 27.
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- not after the staff report is issued. Whether initially proposed by the Company, or

adopted from a Staff proposal, does not change the fact that the notice requirements are

statutory.

[n as much as DEO did not file for the SFV rate design, both of its notices to
consumers could not and did not mention the proposed rate design, and its impact and
implications for customers, and are thus deficient and fatally inadequate. The Ohio
Supreme Court has discussed the proper content of a public notice required by R.C,

4309.18(E) “and R.C. 4909.19 in Committee Against MRT,* stating:

While generally the published notice required under R.C.
4909.19 need not contain every specific detail affecting
rates contained in the application (indeed, such a
requirsment would be highly impractical and unnecessarily
expensive), the court notes that the statute does require
that the “substance” of the application be disclosed; i.e.,
that the essential nature or quality of the proposal be
disclosed to those affected by the rate increases.
Although there is no specific test or formuia this court can
apply in reviewing challenges made by subscribers with
respect to the sufficiency of the notice provided by a utility,
it is clear, given the purposes of the publication '
required by R.C, 4909.19, that a highly innovative and
material change in the method of charging customers
shonld be included in the notice.™

There can be no dispute that the move to the SFV rate design methodology - a rate
design that will almost triple the fixed portion of the customer charge for DEO residential
customer from $4.38 or $5.70 per month to up to $12.50 or $15.40 per month - is a

highly “innovative and material change” that required disclosure to customers.

% R.C. 4909.13(E): A proposed notice for newspaper publication flly disclosing the substance of the
application. ***.

® Committee Against MRT et al. v. Pub. Util. Camm. (1977), 52 Ohio $t.2d 231, 371 N.E.2d 547,
" id at HN2. (Emphasis added).
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In Committee Against MRT, the Court concluded that the notice must set forth the

fact that the utility was seeking approval of a measured rate service proposal. In reaching

its conclusion, the Court noted:

From reading the notice published in their local
newspapers, subscribers opposed to usage rates would not
have koown of the innovative plan being introduced by the
utility, would not have had any reason to view the exhibits
on file with the PUCO, nor would they have had any
interest in participating in the hearings held before the
commission. Thus, because of the insufficient notice,
appellants were not only denied an opportunity to
present evidence at the hearings before the commission
oppaosing the selection of the experimental area for
messured rate service, but also were denied the
opportunity to challenge the new rate service itseld.”

‘The Ohio Supreme Court required the public notice to include reasonable

substance of the proposal so that coensumers could determine whether to inguire further as

to the proposal or intervene in the rate case.” The Court also established two components

that a company must meet to establish that the newspaper notice complies with R.C.

4909.18(E) and R.C. 4909.19. First, the company must demonstrate that the notice “fully

discloses the essential nature or quality” of the application.” Second, the notice must be

understandable and the proposal must be in a format “that consumers can det¢rmine

whether to inquire further as to the proposal ot intervene in the rate case.”™ Meeting both

prongs is essential to providing an opportunity for every person to understand the full

context of the proposal and be able to file an objection.

"' 1d. at 234, (Emphasis added),

214 at 176.

» Ohio Assoc. of Realtors v. Pub. Util. Comm. (1979), 60 Ohio St. 2d 172, 176, 175.

M1d ar 176,
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DEOQ’s notices failed to meet either of the components established by the Ohio
Supreme Court. First, on cross-examination, Mr. Murphy admitted that DEC’s two
public notices” did not fully disclose the essential nature or quality of the straight fixed
variable rate design or the significant increase to the existing customer chargé.

Q. And if T Jook at OCC Exhibit No. 19, can you tell

me where in the notice it indicates that the company was

requesting a straight fixed variable rate design that would

include a customer charge in excess of $5.707

A 1 don't see any specific reference ta a straight

fixed variable rate design.’®
Mr. Murphy also acknowledged that OCC Ex. No. 20 Legal Notice (May 30, 2008) dealt
predominantly with the pipeline replacement program and not the SFV rate design.” In
addition, the public notice contained in the Commission’s June 27, 2008 Entry™ was for
the purpose of advising consumers of the local public hearings. The June 27 Entry
mentioned the SFV rate design only in general terms™ and it failed to disclose the
potential level of rates under the SFV rate design.® DEQ’s notices failed to disclose both
the substance af the change in the SFV rate design cutrently proposed by the Company
and Staff, and the potential magnitude of the increase in the customer charge (from $4.38
or $5.70 to $12.50 or $15.40)* -- the hallmark of the move to an SFV rate design.

Second, DEQs notices could not be deemed understandable because the notices

™ OCC Ex. No. 19 (Application Proposed Notice for Newspaper Publication) and OCC Ex. No. 20 Legal

Notice {Notice of Application to PUCO for Approval of Pipeline Replacernent Cost Recovery Charge)
{May 30, 2008). '

" Tr. Vol. IV (Murphy) at 41-45 (August 25, 2008). (Emphasis added).
1
id
® Entry at 4-6 (June 27, 2008).
™ Tr. Vol. [V (Murphy) at 85 {August 25, 2008).
¥ 1d. a1 39,

8 Notices also did not alert customers to the Staff proposed $17.50 monthly fixed rate charge
contzined in the Staff Report.
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completely excluded the substance of the change that consumers need to understand, and
would not cause interested consumers to inquire further. Finally, DEO would be unable
to cure these deficient notices in a timely manner under R.C. 4909.43(B).

These notices were required to alert customers to the dramatic change to the rate
design that they would face because DEQ’s customers have never faced a similar
increase or modification to their fixed customer charge.® Because the proposed SFV rate
design is such a dramatic change from the current DEO rate design, absent sufficient
notices, consumers would have no reason to inquire further about the details of the
Company’s Application. Therefare, DEQ’s notices in these cases were insufficient to
support a move to the SFV rate design as proposed by the Company and Staff, and the
PUCO should therefore approve a rate design that includes a $5.70 monthly customer
charge and the Rider SRR consistent with the notices that the Company provided its
CUStORETS.

The Commission’s Order unreasonably and unlawfully approved the SFV rate
design despite the fact that the impact on customers’ bills resulting fmm such rate desigﬁ
had not been sufficiently noticed pursuant to Ohio law. The hotice requirements for an
application for a traditional rate case and for an alternative regulation case can be found
under R.C. 4909.18, 4909.19 and 4909.43. In this case, the Company failed to provide
consumers notice with sufficient detail of the residential rate design as approved by the
Commission.

R.C. 4909.18 provides that, unless otherwise ordered by the commission, the

public utility must file, along with its application to the commission, “{a] proposed notice

2 OCC Bx. No_ 21 (Radigan Direct Testintony) at Attachment FWR-2 (June 23, 2008).
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for newspaper publication fully disclosing the substance of the application.” And,
irrespective of whether the utility is required to file such notice with the commission,
R.C. 4909.19 provides that the utility must publish once a wecek for three consecutive
weeks in newspapers of general circulation throughout the affected areas the substance
and prayer of its application.® DEO provided the following notice to the mayors and
legislative authorities of each municipality pursuant to R.C. 4909.43:

As customer usage declines, base rates would be adjusted

automatically to keep our base rate revenues per customer

the same. Customers would still gain all of the benefits of

reduced gas costs, which comprise over three-fourths of a

typical customer’s bi1l.*
This notice describes a rate design that features a decoupling mechanism with annual
true-ups which is substantially different than the residential SFV rate design that the.
Commission approved in its Order.® |

Furthermore, the notice does not describe the impact that a change to the rate

design would have on the customer charge. In its Appliéatiun, the Company proposed o
increase the monthly customer charge from $4,38 to $5.70 in the West Ohio Division,
and proposed no increase to the existing $5.70 monthly customer charge for the East
Qhio Division®, The Commission approved a rate design that that features a fixed

monthly customer charge of $12.50 in year one,”” and $15.40 in year two.® These

dramatic increases to the monthly fixed charge are not explained to consumers anywhere

* R.C. 4909.19 (emphasis added).

8 PFN at Tab 5 (July 20, 2007).

% Order at 25.

% PFN at Tab 5, Summary of Proposed Rates (July 20, 2007).
% Order at 14.

",
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in the notices the Company provided. Therefore, the substance of the notice did not
sufficiently explain to consumers DEQ’s rate design that the Commissian approved.

This is analogous to the Committee Against MRT, et. al. v. Public Util. Comm,
Case in which Cincinnati Bell Telephone through an R.C. 4909.18 rate proceeding
sought to change the existing rate design for its residential and business customers. In an
accompanying exhibit filed with the Commission, Cincinnati Beil described the nature
and effect of this new method of charging customers, whereby rates would be based on a
minimum fee plus a usage charge.® However, except for a general reference to the
exhibits which did contain information on the proposed new service, no mention of the
service was made in the notices themselves,® The Court stated:

From reading the notice published in their local
newspapers, subscribers opposed to usage rates would not
have known of the innovative plan being introduced by the
utility, wonld not have had any reason to view the exhibits
on file with the commission, nor would they have had any
interest in participating in the hearings held before the
commission. Thus, because of the insufficient notice,
appellants were not only denied an opportunity to present
evidence at the hearings before the commission opposing
the selection of the experimental arez for measured rate
service, but also were denied the opportunity to challenge
the new rate service itself.

We therefore conciude that Cincinnati Bell, in order to
insure an opportunity for its subscribers to be heard, was
required under R.C. 4909.19 to specifically mention its
proposed measured rate service in its published notice
regarding rate increases.

¥ Committee Against MRT, et.al. v, Public Util. Comm. (1977), 52 Ohio St. 2d 231. (In this Case,
Duke's residential rate design is changing from a low customer charge with high volumetric
charge to a high customer charge with a low volumetric charge; whereas, in Commtittee 4gainst
MRT, Cincinnati Bell was changing its rate design from a high or flat fixed charge and no
volumsetric charge to a low fixed charge and a volumetric charge.

?id.
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DEQ’s notice in this case was likewise insufficient, and the Commission should
reverse ifs Onder.
The Commission stated in its Order:
At those hearings, public testimony was heard from 57
customers in Youngstown, 15 customers in Lima, 10
customers in Canton, 31 customers in Akron, 17 custormners
in Cleveland, 15 customers in Geneva, 9 customers in
Marietta, and 32 customers in Garfield Heights. At each
public hearing, customers were permiited to testify about
issues in theses cases. ™
It must be noted that even all of this opposition and outcry was based on the original
Company proposed customer charge increase from $4.38 to $5.70 in the West Ohio
Division, and no increase to the existing monthly customer charge for the East Chio
Division. The Commission did not provide the public, as required under R.C. 4903.083,
with public notice regarding the fact that the Commission might approve future customer
charges of $12.50 and $15.40 per customer per month.”
The Ohio Supreme Court has stated that the purpose of R.C. 4509.18(E) is “to

provide any person, firm, corporation, or association, an oppertunity to file an

% Order at 5. It is noteworthy that the Comnnission is quick cite to the number of customers who

testified at the Local Public hearings, yet the Order fails to demonstrate that the Commission
actually heard the customers’ concermns.

92 DBC) Prefiling Notice at Tab 5 (“I want to inform you that Dominion East Ohio intends to file a
request for a base mte increase for gas delivery service and other tariff changes with Poblic
Utilities Commission of Ohio (PUCO) in about 30 days. * * * would increaze the monthly bill of a
typical East Ohio residential customer by less than $4.50. West Ohio customers would see a
monthly increase of legs than $6, or 5 percent, which Includes an increase in their monthly
service charge. * * * the company is proposing that rates be the same for both East Ohio and
West Ohio. As a result, the impact on West Ohie customers will be slightly different than the
impact on East Ohio customers.

» Order at 14.
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objection to the increase under R.C. 4909.19.”" Without notice of the specific nature
and dramatic increases to the customer charge incorporaied in DEOQ’s residential rate
design, the public does not have the statutory opportunity to participate in the
proceedings.
Finally, the Commission’s ruling in this case seems to contradict the

{Commission’s more recent November 5, 2008 Finding and Order in Pike/Eastern that:

[n particular, the Commission is concerned that the

applicants are requesting waivers of its public notice

requirements, especially in light of the impact these

applications would have on individual ratepayers.

Furthermore, we belicve that it is essential that the

applications contain sufficient information such that will

[sic] be able to consider the merits of the request. Without

the necessary notice to customers and the requisite

information, the Commission is unable to appropriately

review these applications.”
In the Pike/Eastern cases, the Commission rejected the waiver request because of the
need for sufficient customer notice of the proposed changes. Yet in the DEO case, the
Commission has approved the change in rate design desplte the fact that customers
never received the necessary statutorily-required customer notice. This begs the
question, don’t DEQ’s 1.2 million customers deserve the same level of notice as
Pike/Eastem customers?

Therefore, the Commission should grant rehearing on the basis that the Company failed

to provide its customers adequate notice of the SFV rate design as required by Ohio law.

™ Committee Against MRT, et. al. v. Public Util. Contm. (1977), 52 Ohio St. 2d 231, 234,
(Emphasis added.),

% I the Matter of the Application of Eastern Natural Gas Company for Approval of an Alternative Rute
Plan Proposing a Revenue Decoupling Mechanism, Case No. 08-940-GA-ALT, and /n the Mater of the
Application of Pike Natural Gas Company for Approval of an Alternative Rate Plan Proposing u Revenue
Decoupling Mechanism, Caze No. 08-941-GA-ALT, Findiog and Order (November 5, 2008} at 3-4.
(Emphasis added).

30




D. The Commission Erred By Approving An SFV Rate Design That
Discourages Customer Conservation Efforts In Violation Of R.C.
4929.05 And R.C. 4905.70.
The Commiission’s approval of an SFV rate design is contrary to Ohio policy.
The SFV rate design does not promote customer efforts to engage in conservation of
natural gas, and instead would encourage increased usage of natural gas. Such a rate

design is contrary to the State policy:

{A) Itis the policy of this state to, throughout this state:
* ok

(4)  Encourage innovation and market access for cost-
effective supply-and demand-side natural gas services and
goods;*

For a number of reasons, approval of an SFV rate design by the Commission
impedes the development of DSM innovation in Ohio. For example, the SFV rate design
sends consumers the wrong price signal; will harm consumers who have invested in
energy efficiency by extending the payback period; and will take away control that
consumers have over their utility bills.

The Commission has a statutory duty to initiate programs that promote

conservation. R.C. 4905.70 states:

The public utilities commission shall initiate programs that
will promote and encourage conservation of energy and a
reduction in the growth rate of energy consumption,
promote economic efficiencies, and take imo account long-
run incremental costs,

The SFV rate design serves the Company’s limited cost recovery interests, but fails to

promote conservation for the reasons discussed below. State policy and statutory

% R.C. 492902
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mandates direct the Commission to act such that the rate design influence has a positive
effect on energy conservation.

The Commission hus the responsibility to approve rates that are just and
reasonable.’” An SFV rate design does not mest the State policy of promoting energy
efficiency® and violates the legislative mandate to the Commission to initiate programs to
promote and encourage conservation.” [ is important as part of the regulatory compact
to make energy efficiency a success, that the Comtnission consider not only company
incentives and revenues but also customer incentives to participate in programs. If
customers invest in energy efficiency only to see their payback periods extended, this
may have a chilling effect on continued investments in energy efficiency. Such an
outcome is anathema to the intent of the law. Therefore, the SFV rate design results in
the implementation of rates that are unjust and unreasonable, and the Commiszion should
reverse its Order.

L 'The SFV rate design sends the wrong price signal to
consumers,

The Commission’s Order improperly states that a “levelized rate design sends
better price signals to customers.”*® It was widely argued that high natural gas
commodity prices generally send a signal to consumers that encourages conservation,'”!
The SFV rate design contradicts that basic message because it decreases the volumetric

rate while significantly increasing the fixed portion. At a time when DEO’s marginal

7 R.C. 4909.18 and R.C. 4909,19.

% R.C. 4929 02({A)4).

% R.C. 4905.70.

1 Orcler at 24.

"Tr, Vol IV at 65 (Murphy); se¢ also Staff Ex. No. 3 (Puican Prefiled Testimony) at 3-4 (July 31, 2008).
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costs for natural gas and energy prices generally are increasing, the SV rate design
sends the wrang price signal to customers,'” because as consumers use more natural gas
the per unit price decreases under the SFV design.'® In fact, in the second year of DEO’s
proposed phase in of the SFV rate design, the highest usage customers (the top 33.26
percent),'™ will see a 1.32 percent to 28.34 percent decrease in their total bills from their
current bills.'* This is absolutely the wrong price signal to send consumers making
decisions on the consumption of 2 precious natural resource.

The SFV rate design fails to send the proper price signal to encourage
conservation. The reasons for the Company’s concern with the present rate design
{consisting of a lower customer charge and a higher volumetric rate) has to do with
collecling a fixed amount of revenue, no matter what the weather conditions and not the
desire for the customers to conserve. [t must be noted that rates are set by the
Commission in order to permit the Company an “opportunity” to collect a fair rate of
return -- rates are not designed to “guarantee”™ the utility anything.'” The opportunity to
develop a more stable revenue stream can be addressed by the implementation of

decoupling mechanism with appropriate safeguards.

12 OCC Ex. No. 21 (Radigan Direct Testimony) at 10,

198 31aff Ex. No. 3B Puican Second Supplemental Testimony at Exhibit SEP-1A (August 25, 2008) (By
way of example as usage increases the cost per Mcf decreases: 12 month usage of 5 Mcf Proposed Bill
$167.25 Cost per Mcf = $33.45; 12 month usage of 100 Mcf Proposed Bill $362.72 Cost per Mcf =
$3.6272; and 12 month usage of 5000 Mcf Proposed Bilt $12,405.60 Cost per Mcf=$2.4811 ).

'™ puican Supplemental Testimony at Exhibit SEP-2B (At the 100.1 to 110 Mef usage level the percent
increase is positive for all usage levels above that the increase is negative which will apply to 33.26 percent
of DEQ's (S8 customers (100 percent ~ 66,74 percent).

108 1 d—.

1% Biuefield Water Works & Improvement Company v. Pub. Serv. Comm. of West Virginia, 438, Ct. 675,
692 {June 11, 1923) (“A public utlity is entitled to such rates as will permit it to camn a retirn on the value
of the property which it employs for the convenience of the public * * *; but it has so constitutional right to
profits such as are realized or anticipated in highly profitable enterprises or speculative veniures.™).
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The only conclusion that the Conmimission should have reached in these cases is
that the price signal from the SFV rate design is improper. Therefore, the Commission
should reverse its Order approving the SFV rate design on rehearing because the resulting
rates are unjust and unreasonable.

2. SFV rate design removes the customers’ incentive to invest in
energy efficiency because the SFV rate design extends the pay
back period for energy efficiency investments made by
consumers.

The Commission in its approval of the residential rate design improperly looked
at the conservation issue solely from the Company's perspective by stating “that a rate
design that prevents a company fror embracing energy conservation etforts is not in the
public interest.™ The PUCO failed to acknowledge that in order for DSM programs to
work, the Company needs consumers to participate. That means that customers need
incentives too. However, the PUCO has taken a giant step backwards by acknowledging,
in its Order, that with the SFV rate design “there wilt be a mﬁdest increase in the payback
period for customer-initiated energy conservation measures,”"™ |

It is uncontroverted in the record, that those customers who have invested in
additional home insulation and purchased more efficient furnaces and water heaters as a
rational response to increasing gas costs (and in response to State of Ohio policy) will see
their investment returns diminished and payback periods lengthened as a result of an SFV
rate design.'® The SFV rate design discourages customer conservation. The SFV rate
design approved by the Commission is sufficiently different to materially alter customer

economies when contemplating an energy efficiency investment.

7 Orrcler at 22.
o8 17 at 24,
1 5CC Ex. No. 21 (Radigan Direct Testimony) at 14,
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As argued by OCC, “{t]he SFV rate design does not maintain the customer
incentive to conserve and to control their utility bills.”""® Therefore, a decoupling
mechanism provides more of a “proper balance” between the Company and the
consurner, rather than an SFV rate design which only addresses the Company’s need for
revenue stabilization. The decoupling mechanism addresses the Company’s need for
revenue stabilization and removes the Company's disincentive to promote energy
efficiency and also rewards consumers who invest in energy efficiency. [fthe
Commizsion belicves that DEO is under-earning and has a disincentive to promote
energy efficiency, then the PUCO should approve a rate design which incorporates an
appropriate decoupling mechanism. That approach would benefit both customers and the
Company. [t was unreasonable for the PUCO to adopt the more extreme SFV rate
design, which only benefits the Company.

The Commission should reverse its Order approving the SFV rate design on

rehearing because the resulting rates are unjust and unreasonable.

E. The Commission Erred By Approving A Rate Design That
- Unreasonably Violates Prior Commission Precedent And Paolicy.

The PUCO has identified gradualism as one of the regulatory principies that it has
incorporated as part of its decision-making process.'"" However, for gradualism to have
any legitimacy as a regulatory principle, it must be applied with a certain level of
consistency and transparency and not haphazardly. Gradualism had been relied cpon in

prior cases in such 2 manner that customer charge increases were limited to $1.00 to

1o 1,
"' OCC B No. 21 (Radigan Direct Testimony) st Artachment FWR-2 (une 23, 2008).
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$2.00.12 Hawever, in these cases, the PUCO Staff claims that almost tripling the
customer charge —- increases of $8.12 to $11.02 -- reflects gradualism."* The PUCO
appears to unreasonably rely on the Company and Staff argument that the principle of
gradualism has not been ignored by the implementation of the SFV rate design:

DEO and staff advocate that the SFV proposal contains

measures that salisfy the principle of gradualism, DEQ

submits that the two-year phase-in of the SFV rates will

give the affected customers an opportunity to adjust to the

¢limination of past subsidies,'™*
Accepting increases with a magnitude of $8.12 and $11.02 per customer per month over a
two- year period is done without any resemblance to the principle of gradualism, and
demonstrates the PUCO’s failure to be guided by its own regulatory principles in these
cases. Such disregard for the principle of gradualism h@s DEQ’s residential consumers
and the regulatory process.

[n addition to thirty-three years of prior precedent, the PUCO should be guided by
the consumer outcry in these cases. The PUCO should not ignore the consumer
opposition voiced against the proposed SFV rate design. At the ten local public hearings
in these cases nearly 700 consumers attended with 175 providing testimony of which 63
testified against the SFV rate design. In addition, the docket contains over 270
handwritten and non-form letters filed by customers, many of whom are low- income
customers or elderly customers on fixed incomes. The compelling arguments made by

DEQ’s customers whose negative reaction and opposition to the rate shock that would be

caused by the SFV rate design should not be disregarded by the PUCO when deliberating

"
3 p, vol. IV (Puican) st 113-114 {August 25, 2008).
"™ Order at 21.
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the rate design issue in these cases. The PUCO should heed its own words that were
generally spoken at each of the local public hearings:

The PUCQ is not bound by staff's recommendations and we

may permit some of it and we might reject others. So at

this point no decision has been made. We're here to

hear what you have to say before we make that

decision.’”
The PUCO should accord significant weight to the public testimony -- from those who
will have to pay -- and reject the SFV rate design.

The Commission’s Order approved a rate design for DEQ’s residential customers
that features a fixed monthly customer charge of $12.50 in year one,"" and $15.40 in year
two.'"” Thus, after one-year, customers will see their customer charge nearly triple.
Given that the current customer charge is $5.70 (DEQ’s East Ohio Division) and 34.38
(DEQ’s West Ohio Division) per month, these increases are not gradual increases.
Rather these increases to the fixed portion of the customer charge represent enormous
increases in the customer charge and they violate the principle of gradualism. The
Commission has consistently identified Mﬂism as one of the regulatory principles
that it has incorporated as part of its decision-making process. Yet in these cases, the
Commission ignored over thirty-years of precedent regarding the application of
gradualism to the customer charge. The Commission’s failure to be guided by its own
regulatory principles in these cases is a reasonable basis for granting rehearing.

In a Columbia Gas, Case No. 88-716-GA-AIR, the Commission noted that the

Staff recommended a Customer Charge of $6.00, which was lower than the calculated

1% Ty, Local Public Hearing Summit County (Comumissioner Fergus) at 7 (August 21, 2008) (Emphasis
added).

' Order at 14.
it? [d.
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charge of $7.79, based on principles of gradualism and stahility.'* As part of its decision,
the Commission concluded:

While it is true that the customer charge proposed by the
staff might not recover all custorner-related costs, it is
important to note that costs, while very impaortant, are
not the only factor to consider in establishing the
charge. The Commission must also consider the
customers’ expectations, acceptance, and understanding
in setting rates and balance these factors accordingly
with the determined costs.'”

In accepting the Staff position in the Columbia Gas case, the Commission noted that
“[thhe Staff’s application of the accepted ratemaking principles of gradualism and
stability is reasonable.”'™
Both the Staff Report and the Opinion and Order in another Columbia Gas, Case

No. 89-616-GA-AIR™ echoed the same belief in and reliance on gradualism. The
Commission noted that:

Staff contends that its proposéﬂ customer charge of $6.25 is -

reasonable, since the customer charge is meant to provide a

utility only with a partial recovery of its fixed costs and

since the charge it proposes is in keeping with the accepted

ratemaking principles of gradualism and stability.'?

The Commission further elaborated on these principles, when it mled that:

"8 fn the Matter of the Applications of Columbia Gas of Ohio, Inc., to Establish a Uniform Rate for-
Natural Gas Service Within the Company’s Lake Erie Region, Northwest Region, Central Region, Eastern
Ragion, und Southeastern Region, Case Nu. 38-716-GA-AIR et. al, (“1988 Columbia (Gas"), Opinion and
Order at 87 (October 17, 1989).

1" Id. at 89. Emphasis added.
120 [d.

1 In the Matter of the Applications of Columbia Gas of Ohio, Inc., to Establisk a Uniform Rate for Natwral
Gas Service Within she Compary s Northwestern Region, Lake Erie Regton, Central Region, Eastern
Region, and Southeastern Region, Case No. §89-616-GA-AIR et al. (1989 Colimbia Gas™}, Opinion and
Order at 80-82 {Agpril 5, 1990).

22 1989 Columbia Gas at 80.

38




We heard a great deal of testimony at the locat bearings
regarding the detrimental impact that an increase in the
customer charge would have on low- income customers
(See, Cincinnati Tr. 29-30, 54, 61, 93). We helteve that it
is appropriate in this case to keep the customer charge
at its current level in order to minimize rate shock that
would otherwise be experienced by residential
customers,'?

The Staff view of gradualism, as noted throughout the many Staff Reports, has
been in the context of Company-proposed customer charge increases of only $2.00 to
$4.00,"* [n most cases, the Staff Report notes that in making its recommendation, the
Staff recognizéd and prescribed to ratemaking principles of gradualism within the
revenue distributions.'® This same language also appeared in Northeast Ohto, Case No.
03-2170-GA-AIR where the Staff Report stated, “[i]n recommending customer charges,
Staff recognizes and preseribes to the established ratemaking principle of gradualism
within the revenue distribution.”™?

The same or similar statement appears in the Cincinnati Gas & Eiectric, Case No.

01-1228-GA-AIR, Staff Report,'” in the Cincinnati Gas & Electric, Case No. 92-1463-

GA-AIR Staff Report,'** Colurmbia Gas of Ohio, Case No. 91-195-GA-AIR Staff

1% In the Marter of the Application of the Cincinnati Gas & Electric Company for an Increase in its Rates
Jor Gas Service to All Jurisdictional Customers, Case No, 95-656-GA-AIR, Opinion and Order at 46
{December 12, 1996). (Emphasis added.}.

1% OCC Ex. No. 21 (Radigen Direct Testimony) at Attachment FWR-2,

Y5 In the Matter of the Complaint and Appeal of Oxford Natura! Gas Company from Ordinance No. 2896,
Passed by the Council of the City of Oxford on February 7, 2008, Case No., 06-350-GA-CMR, Staff Report
at 26 (September 19, 2007),

1% In the Matter of the Application of Nartheast Ohio Natural Gas Corp. for an Increase in its Rates and
Charges for Natural Gas Service, Case No. 03-2170-GA-AIR, Staff Report at 44 (August 29, 2004).

177 1 the Matter of the Application of the Cincinnati Gas & Electric Company for an Increase in its Gas
Rates in its Service Terrftory, Case No. 01-1228-GA-AIR, Staff Report at $7 (Jamary 1, 2002).

1% In the Matter of the Application of the Cincinnati Gas & Electric Company 1o File an Application for an
Increase in Gas Rates in its Service Area, Case No. 92-1463-GA-ATR, Staff Report at 29 (Maxch 17, 1993},
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Report,'? Dayton Power & Light Company, Case No. 91-415-GA-AIR Staff Report,'*
and the River Gas Company, Case No. 90-385-GA-ATR Staff Report.”
The Commission in its Order contemplated the potential harmful effects of

rate shock ﬁ'om the SFV rate design, but never acted upon its query:

Before strictly applying cost causation we must consider

and balance other important public policy outcomes of rate

design. * * * Can it be implemented without rate shock -

that is, with sensitivity to graduatism?'*
Historically, the principle of gradualism has been accepted in the form of mitigating a
customer charge increase from 36.77 to $6.00' or from $5.23 to $5.00"™ or even keeping
it at $5.70.”* During that period when the gradualism principle was adhered to the
commeodity prices were generally more stable. However, there is no evidence to supp.qrt
an argument for adherence to the prineiple of gradualism only at a time when éon;modity |

prices are at a lower level. The Commission should adhere to the principle of gradualism

when congidering a $5.70 or $4.38 customer charges may increase to $12.50, or $15.40,

138 Iy the Matter of the Application of Columbia Gas af Ohio, Inc., to Increase Gas Sales and Certain
Transportation Rates Within its Service Area, Case No. 91-195-GA-AIR, Staif Report at 58 (August 25,
1931),

130 In the Matter of the Application of the Dayton Power and Light Company for Authority to Amend its
Filed Tariffs to Increase the Rates and precedents Charges for Gas Service, Case No, 91-415-GA-AIR,
Staff Report at 45 (November 13, 1991).

Y1 In the Matter of the River Gas Company for Authority to Amend its Filed Tariffs to Increase the Rates
and Charges for Gas Service, Case No, 90-395-GA-AIR, Staff Report at 31 {October 29, 1990).

2 Order at 25.

13 In the Matter of the Application of the Cicinnati Gas & Electric Company to File un Apphication for an
Increase in Gas Rates in its Service Area, Case No. 92-1463-GA-AIR, Staff Report at 29 (March 17, 1993).

"4 In the Matter of the Application of the Dayton Power and Light Company for Authority to
Ameng its Filed Tariffs to increase the Rates and precedents Charges for Gas Service, Case No.
91-415-GA-AIR, Staff Report at 45 (November 13, 1991).

13 In the Matter of the Application of the Cincinnati Gas & Electric Company for an Increase in lts Rates
for Gas Service to Al Jurisdictional Customers, Case No, 95-656-GA-AIR, Opinion and Order at 45-46
(December 12, 1996),
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cspecially when the commodity prices are over $8.00/Mcf."® The need for gradualism
grows as consumers face greater costs; the need does not decline.

The problem with the Commission’s Order is that it i not a long-term move to
the SFV rate design. Should such a shift occu, it should be gradual with small
incremental increases in the fixed customer charge and with the opportunity to evatuate

its impact on customer conservation and affordability.

V. CONCLUSION

As demonstrated above, the Commission erred by approving a Straight Fixed
Variable rate design for several reasons. First, the Commission erred when, in violation
of R.C, 4903.09, it failed to provide findings of fact and written opinions supported by
the evidence in the record. Second, the Commission’s Order erred by unreasonably and
unlawfully authorizing a residential rate d@ig; with customer charge increases that
exceed the notice provided consumers .pil'.rsuant 1o R.C. 4503.083, R.C. 490918, R.C.
4909.19 and R.C. 4909.43. Third, the Commission erred by approving an SFV rate
design that discourages conservation in violation of R.C. 4929.02 and R.C. 4905.70.
SFV sends the wrong price signals to DEQ’s consumers, extends the pay back period of
consumer investments in energy efficiency, and thereby, does not remove customer
disincentives to invest in energy efficiency. Fourth, the extraordinarily large increase in
the customer monthly charge produced by the SFV rate design unreasonably violates the
Commission’s prior precedent and policy of gradualism. For these reasons, the

Commission should grant QCC’s Application for Rehearing.

1% Staff Ex. No. 3 {Puican Prefiled Testimony) at 4 {July 31, 2008) (SSO Price has ranged from $8.612 in
January 2008 to $14.525 in July 2008).
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OF THE EAST OHIO GAS COMPANY
D/B/A DOMINION EAST OHIO

In accordance with the Stipulation and Recommendation filed in the above-captioned
cases on August 22, 2008 (“Stipulation’), and the October 15, 2008 Opinion and Order

(“Order™), the East Ohio Gas Company d/b/a Dominion East Ohio (“DEO™) submits the
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following report and recommendation, as well as the attached updated cost-of-service study,
consisting of the following documents:

— Updated Class Cost of Service Study (Year 2 Rates)

-— Attachment 1: Rate of Return Comparison

— Attachment 2: Cost of Service Summary (Year 1 Rates)

— Attachment 3: Cost of Service Sunmary (Year 3 Rates)

- Attachment 4: Peak Day & Storage Utilization Details

BACKGROUND

In the Stipulation, DEQ agreed to “evaluate the feasibility of separating the residential
and non-residential GSS/ECTS classes for purposes of rate design and [to] share with the
Signatory Parties the results of the feasibility study before including in its next base rate
application a class cost of service study that separately assesses those classes.” (Stip., 13.R.)

In the Order, the Commission approved the Stipulation and required DEO to submit an
updated cost-of-service study. DEQ is to “submit a report and recommendation regarding
whether the GSS/ECTS classes are appropriately comprised of both residential and non-
residential customers or whether the classes should be split.” Order, p. 25. *[I]f the
recommendation is to split the classes,” DEQO is (o pravide “a recommended cost allocation per
class.” Id. The purpose of the study is to aid the Commission in “establishing a process . . . to

determine . . . appropriate rates in year three and beyond.” Id.

APPROACH TO COST ALLOCATION

[n accordance with the Stipulation and Order, DEO has updated its class cost of service
study as follows. First, the figures have been adjusted to match those in the Statf Report, as

revised by Statf following the issuance of the December 19, 2008 Entry on Rehearing in this

COJ-1410855v2 2




case. These figures were adopted with two exceptions: (1) DEO used a different formula than
Staff for estimating Gross Receipts Tax; and (2) the revenue increase generated by applying
approved year 2 rates to the test-year volumes and customer counts resulted in $40,470,809,
which is $29,191 less thun that approved.

Additionally, as requested, the GSS/ECTS class of customers has been broken into
residential and non-residential segments. By analyzing the E-4 schedules and supporting work
papers, DEQ determined volumetric, peak-day (consumption and storage utilization), and
customer-count information for both residential and non-residential customers within the
GSS/ECTS classes, In developing these files for the rate case, baseload and heating degrze day
factors were developed for éach rate class, and then for residential and non-residential. Updating
the study’s allocation factors provided insight into the cost to serve both the residential and non-

residential segments of the GSS/ECTS class of customers,

RESULTS OF THE UPDATED COST OF SERVICE STUDY " _

The original cost af service study performed in this case (updated by the inclusion of a J
residential/non-residential split of the GSS/ECTS rate class) indicates that, within the GSS/ECTS
classes, non-residential customers were subsidizing residential customers as indicated by the
relative rates of return on rate base for each class (i e, 5.16% for GSS residential and 6.79% for
GSS non-residential). This cross-subsidization of residential GSS customers would have
continued had the Commission approved a continuation of traditional, volumetric rate design.

The rate design approved in this case, consisting of a GSS class that contains both
residential and non-residential customers, appears to eliminate this subsidization by non-
residential customers within the GS8S/ECTS classes. As the mixed GS8 class transitions to year

3 rates, the reverse may begin 1o take place, as it appears residential customers will generate an

CQOL-1410855+2 . 3




increasingly higher return on rate base, while it appears non-residential customers will generate
an increasingly lower return on rate base. (See Attachment 1.) This information suggests that a
more equitable assignment of costs within the GSS class may result from splitting the class into

residential and non-residential customers.

RECOMMENDED COST ALLOCATION PER CLASS

As noted, the Order directed DEQ to recommend a cost allocation per class if it
recommended that the GSS class be split into residential and non-residential segments, The
attached class cost of service schedules contain the recommended cost allocation under Year 2
rates. Because some costs such as customer service and information, sales, and PUCO and OCC
maintenance expenses are allocated to customer classes on the basis of revenue, the final cost
allocation will be a function of the rate design authorized by the Com;rlission. DEO
recommends that the methodology employed in its uverage excess allocation model be utitized

once the Commission determines the appropriate rate design for DEQ’s GSS class.

Respectfully submitted,

— /?l,,_—.—

vid A. Kutik Msel of Record)
JONES DAY
North Point, 901 Lakeside Avenue
Cleveland, Ohio 44114
Telephone: (216) 586-3939
Facsimile: (216) 579-0212
dakutik@jonesday.com
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377,581,034 $85.626,434 $423,207 468 §15 585397 s4 0 S0 £438.292 265
7T 0% 22 80% $6.4% 6% 0.0 no% 0% 00 5%
$374,584 018 $53.380. 033 463 464 S48 321 898,77 869.811, 1% 19,865,836 $10.E8.39 SHE5.989 a8
BB2% 19.18% 9.1% 3T% 11.9% A% 19% H000%
$95530.042 527,018,281 $122.857.303 57,688,483 510.297,164 0 50 $i40.052948
TR 0% 87.2% 5.5% 73% 0.80% o0 100 5%
363,167 250 17,845,011 £81012 470 $5,084 570 S5.801,002 fo w S92 848,153
TL.9% pAats BT 2% 5,5% 2.3% 0% [N 100 L%
S250T8A12 $E.495,144 $2.572.656 $1 826,574 4040 428 §431 148 0 £35,976, 756
T8 098 1n.97% B2T% 5.4% 2% 2% 0.0% 100.0%
$758,056,582 ST T $925.304. 286 8,530,527 550,498 068 519,504,094 11,393,972 $1,068 052 9
1.32% 3.68% 86.9% 6% 6.5% 18% 1% 1060.0%
$260.022,449 $3), 395 524 8280417673 - $10,291, 320 S39.467, pa5 $715980 247 $10,331,42% F25a 50,014
2.18% 1D.84% T990% - 2.90% MAT% I95% 251% 100.00%
IS5 6,194 1552 28,100,392 NANESR 53730266 ET TR %a $34,196.454
7303% 7% B2.4% S.4% 10.9% 1.3% 0.0% 100.0%
$64,100.024 20,500,300 Fi0, 14,224 31.5M8.515 10,133,387 L) %G 136,424,730
TTa% 2203% 87.2% B5% 15% 00% 0.0% W%
$50,842,001 11,852,707 62,704,708 L8783 35,845,508 £2.040. 400 5501532 FTHM0,070
51.08% 18.52% 2% A%% TE% 8% 0.7% 100 0%



Cata 3 Momns Actual & 9 Mongha Estisaed
Type of Fikng. Rewisad
Work Paper Reference Nes.. WPE-3.2a-n

ALLDCATION FACTORS
# Allocaipr Basis

MIERNALLY GENERATED ait BEATORS

31 Q%M & Cuvwcd Rates Whole Ciotiars
32 Gross Pam Wivokz Dullars
33 Cther Gpneal Plam Whola Dollars
34 NetBant Whoie Dotiars
35 Row Base Wholu Dodiars.

THE EAST OHIQ GAS COMPANY rdia DOMINIDON EASY OHID
CASE NO. 07-0D2%-GA-AIR
COSY OF 3ERVICE STUDY

Scrwduls E-3.2
Fage(s) 13016
Winess: ©. Anorews

e

GSAECTS Delgils (% of GS5/E 1 RATE SCHEDULE T BYSTEM |
tial Non-recidemtial GESSECTS [ LvBSSILVECTS I GTSNES [__OTSIOf Sysiem Storags | TQTAL l
5,494,068 515,026,844 17821502 $3.808,143 513,035,784 §7.825,803 83,782,358 5145674, 405
3L56% 15.36% AN.7% 25 B9 5.2% 26% 100.0%
51,213,736, 248 S24E.424 Bud §1,450,163,133 556,576,516 5226,572,082 $134,457 371 $3R.061,438 §1,916,131,980
BLIT% 16.66% 76 % a.0% 1.6% 7% 20% 100.0%
334,046,009 37,972,397 $41.218,406 514875230 SEme 7 33,993 308 $1,104,452 S54, 741 49
BZM% 17.40% T3 3% 12.3% 7.3% 1% 100.0%
W58 040 12 $138.410,514 $E406 350,656 EA2.076 4% 510,162,081 $B2820 F17 4504, Ak 1066, T 235
82 75% 17.25% TS89 30% 12.2% L% 1.7% 100.0%
867 5ABL0U0 FRATH, 7S $1.086.126 528 544,729,750 S 215,262 1,240,673 0,420,780 §1,404,734, 0%
wI85% 17.35% 77.3% 3 1% 6 5% 1.5% 100.0%



THE EAST ORIC GAS COMPANY d/téa DOMINION EAST OO
CASE NO. 67-0828-GarAlR
cOST OF SERVICE STUDY

Data: 3 Months Acua & 9 Manths Essimated Schwauie E-3.2
Type of Fikng: Rewsad Page 4 of 16

Wk Paper Ralergnce Nos.: Witnass: C. ARdrews
OPERATING INCOME SUMMARY

GASECTS Derails Rate ScheduleClass

AT TEST YEAR RATES System Tors Rawidentis| Non-residential GSMECTS LVGSS/ILVECTS GTSTSS DTSAON-Systern Swrage |
CPERATING REVENLE (5);

Base Rais Ruyvenues 5354, 274,600 5213 286 366 344,053 287 S257.319,683 $9,886,536 $41,695,124 $15,081,838 $14,291.548
Gas Cpst Revenues $4.33,892 865 3327 581,034 $95.626,434 $423,207 468 £15.6856,397 ¥ 3G 50
Gas Cost Rider Revenue $35,970,756 $23075512 $6,498,144 529,573,656 §1.925524 34,040,428 3431348 -]
Mon-Tux Relted Ruder Revenue $140,652,949 $95,678,042 $27.018.251 5122.657,303 $7,696,.483 £10,297 164 30 30
Tax Related Rider Revenue $48,207 331 $33,723 600 £8,928 430 342,652,080 $1,675,137 52,736,310 $1,17¢5,805 p1
Other Revenue $26.483.533 $4.879.495 $£2.382 162 E11.262.258 $6E3.090 10,792 159 £3.{79.%46 586143

TOTAL OPERATING REVENUE 51,024, 562,133 $702,165,050 $164.507, 387 SBSE.8T2,417 $37.534,11% $59611,216 319,865,836 #10,878,301

OPERATING EXPENSES (3)

Gas Cost $430,592865  5327.581.034 $B5,626,434 5423207 468 $15885.337 30 0 50
Gas Coal Reintad Rigers FIEUT0, 756 $23,075 512 55,495 144 28,673,556 §1,925,524 34,040,428 $421,148 30
Non-Tax Apaed Riger Expense $140.652.949 £95.639.042 $2T 018,281 $122,657,303 7,598,483 510,297 164 0 50
Ctivgr Dperation and Maintenance Expense §145.674.408 393,484,668 $18,026 844 S117,521,517 53,809,153 $13,035,784 57,525,603 $3.782.358
Daprectation Expense . $48.968.074 §36.432.720 $5,222,306 541,655,006 240,000 $3,906 449 F2.303.403 $85,196
Tax-Relsled Rider Expanse $48.287.37 $33,723,600 $8,978, 460 $42,652,080 S1.6751%7 32,736,310 $1.173.805 $0
Onvgr Tames 547,561 405 530,539,231 $6.,673,993 £37, 712,824 51,564,922 ¥,416,605 §2.438.782 $926 351
Federal Incorme Tazes $23828.310 SLIE 264 3 $13,009.144 5 0604553 g2 gg 825 1804 12

TOTAL OPERATING EXPENSES $331.376,688  $655,784,067 3171.704.951 $827,489,011 834,311,270 $48,126,905 $14,841,575 36,607,926

NET OPERATING INCOME 393,185 445 $46,380 989 $12,802 418 $59,163.405 §3,222 904 $21.484.510 $5,024,361 34,270 465
RATE BASE §1.404734,300  SBO7.848,000 188,478,735 51,086,126,825 344,720,750 $161.215,282 $37 240,673 §21.421.780
RATE OF RETURN - AT CURRENT RATES B6.63% 5 1¥% 6.794% S45% T21% 13.33% 2.51% 19.94%,
RECOMMENOED RATE OF RETURN B8.77% B8.12% 872% 8.7%% B72% 8.12% 8.72% 875%
REVENUE CONVERSION FACTOR 1651518 161518 18158 161518 151518 1.61518 1.61518 161518
REVENUE DEFICIENCY $47.236,793 $51,514,524 55,867,846 £57,382,310 51,084,334 1511.994,893) $4,734,425 (53,880 454



Data' 3 Manihs Actusa 3 9 Montns Estimaies
Type of Fillng: Revisea
Work Paper Refergnce Nos.:

QPERATING INGCOME SUMMARY

T RAT

DPERAT NG REVENUE (375
Base Faie Revenues [Year 2 Rsatas)
Gas Cost Reverwses (per Stait Report)
Gas Cast Rider Revenue
Kon-Tax Resred Rider Revenue
Taz Related Rider Revanus
Other Revanue
TOTAL OPERATING REVERUE

Gaa Cost
Gas Cost Raelamd Ridors
Non-Tax Relgisd Rider Expense
Othar Qperation and Maintanance Expense
Deprociation Expanse
Tax-Ralaled Ridgr Epanse
(thar Taxss (Exciudes GRT)
Fegeral income Taxes
TOTAL DPERATING EXPENSES

NET OPERATING iNCOME

RATE BASE
RATE OF RETURN - AT PROPOSED RRTES

GROSS RECEIPTS TAX RIDER RATE

THE EAST OHIO GAS COMPANY dinla DO MINION ZAST CHID
GASBE NO. 170328-GA-AIR

COST OF SERVICE STUDY
Soneouls £-3.2
Fage 5ot 1o
Winess: C. Arsiowes
GSSECTS Detads Rate Scheduls/llass
System Towa! Rasiderntial Non-resiclentiat GSNECTS LVGaSA VECTE GTSASS DT SIOfSystem Starage
354,501,014 F250,022.449 530,385,524 S280,417.973 $10,251,320 $30.467,045 513,993,247 510,331,429
5428,892 865 3327 581,034 95,606,434 $423 3207 468 $15,685,397 0 50 80
534,156,404 $21,998,530 $6,194,862 $28,183,382 §1,835,854 53,736,268 331,148 E
$138.424, 730 554,125,004 526,580,300 $120.714.224 37,576,515 510,133,991 $0 50
$73,700,020 $50,842 001 511,862,707 62,704,700 52607 531 §5,845,508 $2,040,490 $801,532
T SRABE 65 Z2ren $1Q.766.524 FIasoa 1 A £3035.200 il
$1,065.032.42 $753,056,582 §172,847,707 5026,004,289 33,630,627 $69,495 960 515,504,094 511,393,972
$438,692.865 3307581 0% $65,626,434 £423,20¥ 468 $£15,685. 287 U 0 30
$34,196,454 §21,998 530 36,194,852 OB 1535300 $1.83556%56 53,758,288 431,148 0
513842470 $94,123,024 526,530,300 £130,714.224 %7 576,515 $10,133.891 50 £0
$145,674.408 $93,761,342 $17,808,281 417571423 53,804,705 §13.002.835 $7.514388 $2.785.347
548,808,074 $36,432, 120 $5,222.306 41,655,028 $5485,600 §3,906,448 $2.303.403 $95,196
£73,700,070 $50,842,001 311 862,707 562 704, 708 $2.607.831 $5.845,508 £2.040 490 550,532
$26, 726,677 517267 261 $3,468.063 $20, 735,324 $788,7TT1 $2.935.606 31,729,415 +  B53G.558
5202200 HESIT.UR #Engrz wN.069810 21810021 §0.576.656 a3 $1.943.970
$945,915 486 $674.584.750 5166,866,325 3B41,451,075 $34.654,897 $48,147.311 $14,808,601 56,883,603
£119,117,456 $78.471.832 $6.001 382 $84,563.214 $3.975,731 521,362,648 $4.655,493 $4,530,370
§1.404.734,308 589?,648_050 $183 478,735 31.086,16,825 544,729,750 $163,215,282 391 240,673 21,421,780
5.48% B.74% 3 23% T.785% 8.83% 1325% 5.15% 21.15%
£.5043%



Datac 3 Manihs Actual & § Monihs Estimated
Type o Filing. Rewsed
Wark Paper Ralerpnce Nows

OPERATING INCOME SU/MARY

Hem
AR 2 BATES EY YE

T
Sase Rate Révanues
Gas Ces Reveres
GGas Cost Riger Revenue
NareTax Ralaied Rder Revenue
Tax Relaed Rider Reverus
Qther Rewermie
TOTAL CPERATING REVENUE
% CHANGE FROM TEST YEAR RATES

QPLEATING EXPENSES ()

Gas Coat

Gas Cost Relamd Riders
tor-Tax Redated Fider Expansa

Cmer Opamition g Momianancs Expanse

TOTAL OPERATING EXPENSES
NET DPERATING INCOME
Ravanue Shaning mpadt
(Adocated on FIPP Rider Ruvenue)
Migmtion Riter 8 Crsdit impacs
{ANecated on SSOFCTvice Valumes)

Net Change in Tott Oparating Revams
% CHANGE FROM CURRENT RATES

Impact per Cuskomer Ped Month
hngact, pepr MCH

THE EAST OHEO GAS COMPANY 4/bis DOMMON EAST ORIQ
CASE NO O7-8829-CA-AIR
COST OF SERVICE STUDY

Schedule £-3.2
Pege 6ot 16
Wiiegs, T, Andrwry

GUSE(TS Detaily Raw SchedulelClass
mi Tolal Residttial Honeesidert al GSSIECTS LEGSSAVECTS GITSTSS BTOH-Sysiem Storage
£20,226 318 $38.7568,583 (313,651,783} 523,098,120 W04 183 {S2 228 078} (51.088.591; $38 681
50 50 2] 30 50 0 5Q 0
{81.774292) (31,076.962) §3303,2682) [81.380,264) (559.8€8) (5304,150) 30 50
{52228 220) {$1.915,118) (5427 961} {81,943 013} {§121.968) {$163.173) 30 w
25,412,738 17118401 §2.054.227 $20,052,820 SUIZE 3,059,198 586,606 S50 532
(E1.185733) 1! {$104.883) N 529,195} 4 9,937 !
S40.470.809 $50.691 533 £$11,590,660) 39T A2 §1.096.453 £5111.256) ($381.542) 5515 581
4.0% T2% A% Aq% 28% £0.2% -1.8% 4.
L] S0 50 % %0 0 g0 0
($1,774,252) (51 0769823 (4303,252) (51,380,264} (369,598 [5304,160) 50 «0
($2.228 220) 84,515,118} (SAZT7.961) {§1 8,079 {3121.968) ($163,173) 50 51
0 $I65 574 (§217.063) $43.611 (54,447} {532,948} 513,204y 3089
$0 %0 §0 0 0 50 L s
525,412,738 517. 11840 §2.934, 227 £20,052 §29 $032,894 §3.050,198 $666,885 01,532
(341,834 818} ($13.217 a0} ($3.205,530) (516,477 200 (278151} {52.433.001) {§708, 373} {356, 783
$33.983.36q $17.279 605 L818.8) §13.660.060 5406368 65510 i 1230040
$14.533, 7098 510,800 682 ($2.838.626) $12.962.063 543,827 10,408 {832,975} 2255478
F25.992,000 32,000 243 (56, 721,634) $2% 360 308 §752.835 {$121.862) {§326,866) F254. 505
(511,021,795} {57,494 431} (§2,117.207) (59,611,632} {5409.265) {5800,898) i 30
($1.071.485) {8788.131} (5222 D65} (§1,008.216} (§53.280) $0.00 §0.00 £4.00
FeB3ITTH19 £42 610,971 ($15,898,548) $28.712.026 422908 (3018.154) (5361.842) $515,561
25% £.1% 5% 32% 1.1% -1.3% «1.6% 4.7%
3315 {$14.339) 51.08 Sihbe (§24.29) {5566.58)
8338 {8012 £$0.20 .05 {§0.028) ($0.07)



Oata- 3 WaIns SGoaf & § Moodns Esemgled
Type of Fling: Revised
Werk Papslr RN ace Nps

SUMMARY OF DTHER QRM EXPENSES

Account fem

T50-784
B14-837
550567
aTO-854
205
807-310
911836

TE-76Y
53
814837
8sD-A6T
870894
901306
€790
#1518

ALTEST YEARRATES

Progution & Galrering

Soraga

Transmisyian

he N

Custamer Accounks

Clstomer Service & informmation
Sales

Admimisirative & Genern

TOTAL O & M @ CURRENT RATES:

ALMENY RATES (VEAR 2 RATES:

Froduction

Otivar Gas Suppy Expense
Biomge

Transaissian

Customgr Acrounts

Cugtomer Satve & MDATALGH
Sakes

Anmtninnat e & Ganeral

TOTAL O & M & PROPOSED RATEX

DIFFERENCE

THE EAST QHID GAS CONMPANY vb/a DOMINIDN EAST OHID
CASE WO, OT-08Z0-GAMK

COST OF SERVICE 5TUDY

Schecte E.32

Page 7ot 16

Winess C Andmews
{ 1 CSSECTS Detas 1 RATE SCHEOULES 4

|svsTemTOTAL | Residentlal Moreresidentiat | GSSECTS LVGESAVECTS GTSTSSIFRTS DTSIOH-Systern Storage
93,346,280 S5744,085 10,207 $4954.293 50,500 $1,800, 589 §522. 712 50
$8,303.903 53,855,554 $1,141,622 $4,957 476 £260 557 $325,305 ¢ S, 930,565
¥2.699. 707 54,360,689 51,217.908 $5 481,597 §322.341 1,908,113 5787636 50
F.554, 552 Sdt.117 993 53,554,581 S4B ETZ AT £1.997 231 $6.545.877 $4,535,679 50
525,441,738 $23.517,181 §1,578,769 525195950 340972 $157.330 $31.1a4 516,298
$4.nams 36,451,725 $1,596,315 S8, 147 040 $244 ATE $639.611 5182,83% $35 954
3462939 $330,573 586,070 $417.943 $ir a2 £32.812 $F9.054 528
S28,131,258 $109,213, 4565 53,431,173 $22684 638 Y3557 2517347 $1,453.273 $730.41)
$146,674,409 $99.494 568 §18,6026.844 S117.521.52 £.,60915 13,035,784 7,525,802 33,782,358
$3,346,288 $764,085 $230,207 T, 23 $58,805 51,809,389 5522, 11 0
$2.345.787 a o o [ ') $2,645 787
$8,203.903 £3,555,554 51101922 54,951,470 850,667 5125,30% 50 £2.000,565
$7,698,707 34,263 669 $1,217.503 85,481,597 $3R2 541 1108113 5787 656 =
$52 804,562 $41,112.083 93,554,581 SA9R7E 574 18997291 5,645,877 S4.538.879 b+
§25,441,735 $23.517.181 51,678,768 25,190,550 §40572 S50, 336 §31.185 16298
$a.414.08 6,656, 401 57,526,716 8185117 341 463 $614,323 5172400 S100,13
3492933 $31.473 seare $419,834 $17A17 £$.515 T0.844 5,167
528,131,258 519,264,953 $3.439,256 22,704,218 §V, 728 $2.510.98¢ 51,480,723 730,604
$140,520.195 $96,761,342 E17.608.781 TS $4.0508.706 $13.002 &35 7512398 55,625,134
§2,045,787 SHBET SnT 06 349.801 S AL7 532,948 13,204 54,896,776



fingy wamOmET) S (SWSFD

s

Uty SSEIE SC/SLD SEIELD B R SL
RO 0 4 DL

Susbush Nt ) ToR ] HERT 4
sedyBrongs 05 L
Rap) Bauarion, pomnusdeves) 51 QISED |

) NEpy) O & e

ST eIt raISTIEN SIS LTS L d ]
PAT g7 ST LTSS 195983 Py oy e
L) 24 TORBELLS LEI'ABLLS fes'vren L8R LO6"6LE 199'RITY
[+-3 Fiaa LR ears [ A SBOTLLEMS KUV IS
fo L F = 595625 g fing Nt [T R
o GEEZLS LTS [t (Lot ia] 0509
7368 e'sy et o' ss R isd 5740
voueas WTTIE HY ¢ ] LT TYES 0L ni'sesLt
eToLE 991 LEY D INLE RE'avs et et
o [+ og o oEEERLES 902128
] ® b [+ 05 [+]
-0t a1 s ez vDLS o 1.3 1]

o% ZZYiS FO'ESS FIL10 NYCIDIES VLTOVIS
-3 SOVRES'YS Lrasvsat LET 20818 FITILYOVE WSS
[ 2 Fp10235S 2T zee 8 185 157 S SIS
of WT S +RSATL TR £EY 1055 o es THO0E 1S
i3 =Tt~ - 3 Erancs- [ o 123

1 RS DoL9eLs piv'zes TeE'EeLS ZETREIS
1= SL0°18 CLLwS 185008 094°8rME wHTEIIS
ok [ #1100 £LAROLLE wr'es L66° 1958 G 2ITLE
s 2027878 PALOOSS oR0°TEZS FEETHITS 1ELLOBS
1] BY5ISS -5 gt LAZDS BETHEY LS 100 mcs
oL 'EE TS 0% SoreZis Jo gl Lt 5N Lo
ZEL'FRYLS o8 S£19i% LSRR 142 LORES nd'sEis
2089078 g LE1BYE 29488 oE2'08' LS Z32'09Es
o eRYs 1. b3 oS o] o5

(3 [1¥5g7:5 Loatigt) SERHES st HTZE

T SLTSAUESDAY [FLELrEd

1Y rirTRAY

b gt ]
OLE'Z60'418
S 020
BLTTE
ROBLIY

CLRES
SzL 1Yo

1RLILERIS
ezt
o

5
0 graazE

T LEE TS
s’ lsg s
wISDILYS
o

L3
TEBES RIS

Ll
2RSS
ZEis

755"

Le5 LISTS
LN eI
i

Mo'rrLs

ROV P LETES

297 LT E2Y
£OT 0TS
L]
ayc sl
£59'0ouk

BEE'IRYY
MO LIES

LI5S
2057068
"
550518
L8 e

9'yor N
PR EATOCS
TOLRIETEE
584’5003
Feayt
05’02 e

104'367'48
ESEbrLEE
PriEEETE

£og'cor'eY
225157 5%
o8 TS
ong eges

202 9wTE

TEaushEsIon wRoeTEen | TYIe,
1

Sjnp] SLOWSED

S—

o ARy
SINUSHIE 31vY

AGNLE FHNEIS 40 100
WvEREZEEI0 0K TV

Mo 15VE NOINIROT AP ANYIIROD SYD OmQ A5vE L

ALYN v vl
FIENAING W 7 O WML TVLOL

atues) 9 anpinityampy w04
DI LOGrLINC

vaEthUmsRl), pay
[%51Lar 00} PermY ApwiEd
[3%STLTE) PABKY AHPOURSGTY
AR 95058

abrang wol

(o rgiarg) (ot Reoedts

feg1 1 SE) DR dpouwiwo]

i Addns 8l S0
IS 2508
BuLats ' UCRINPEId S32-054

CETFTOaL (G 1Y

T, RS

ST FSNINE WO YINIC

‘pﬂﬁkﬂm%méggﬁg



LYY BIEOS0NS 27
ireeses woTs's serrpotis SO0 WE'TS STULIS LIS LS00 ALS Tyl et [ gl o] £ISMIAYT W T O NI TYEOL

L =P ORI TS OIS 25TREPRY [ 3 ¢ 1Y [ gl 8 -] Eoiun!lnnsli_-lo._.
:S.a.!m!._wa!ﬁia!?in -ﬁ.ﬂm :Zﬂ.ﬁ nmh.ﬂ:.; LILR2ES LV LIEEES erieeeTs s i £06°008' {25 Pl LONDGH;$A3
3

WO 19 WIS MR Flicy: b Teats Srl 18 sOTLLE LS 'S aip'ozes WS Paarky HOERAFIEL]
(LBl L] 291008 L3 [ wres LS [-74 0 wte 7288 B IEELS pepny BEERS
TR Fe SR TR of BETS2LE REOTERS sL'ns WIS BOEORE ceURIIE 20 RS OMem LoETTR0I
Ol POTOO0N: B MRGADY B HAL'ER vy L1z 385 ] F4t gt TGS - -7 fIlgt ] are It e ole-l18
ey ptmaug B &7 TR oOy'2ILS [5.m 22 sor' LS FIe N ] TS Kor'gsnas RO b o 3 OIE-L06
IS om1es QLSS o oca'glt Sy e [F il ] HLres MUNCDY AT V305
A T SLTIETD ok o o5 [+ ] WeTeLeS IO} Ll e ESZLEE tyrosng wesbard Weg
(gpna Ao e £ 08 = o ® os ] .3 [ ] WO B ORI ST
smmrrg oo SOBIN SSUMOWRST  ISTHME e e rend o ot 5 3 wesosd ST 0N - KONV FGREITA 08
TR £TL DE ZIE'S REOESS g s FLPTIO LIS 2L [0y Do a0 208 SOy SworcniyGaba] N £06208
AR LR Soe-ine
. ok [ Tl g ~g ] ALISHESS ey g% ST (Ll oy ] LR 203508 e T UONNTLARIY (0L
oyt A yem g 4 O [ 2z g B oLo250S forg g [E~F 2o £10°909°58 B ISEWE TS (032 99} POy Ao
MSanap MRy | o0 o8T'ZEOCS S LTSS ReFLYSS e LIae 28€°008'19 id'07L 9% 200 o E) paEmy Mo’y
Ay swurvon, weoROSRm)) SIOBIS T OB Fetgle. g 00 KT ] 13 o ot G 80YS " 1P 4]
Samuctary) ghACHDU 0% RV 2L B Zorris L NE [35 4] hERELS 2ER0LE L 5 [ -TNT- MESTRUN IR AWSnT)
oGty b soums CTR WG IMS0L 0§ SLILE EILers L95DES 0L WIS Y280t 1§ OSBRSS B8 DT ALS peiey JTO18NT:
TR AT BATEATE] #80-04D
] wov'ign 34800 45 [y 285" LBV SR 206208 LIS 0000 i3 IR RS (8I0L
smwanodd G Yen e 08 Flrypa. LSS 102U Lo L 1611088 e S [ i (o oLa9g) e Awede)
wiean| #0114 L] EPLO0L vEL 2% L42°085 E50'EY S Frrx- 1> 1 gt it [N ] st OF) oy SppowluO]}
ARTAROn, JREe
SREOCHTE s sl 8T Y Y 00 b v ET o5 Lot s sbass Mol
s ube ARG Ay WD B I5LTRYIS o8 SILWS OSREELS Ly2 TS 099 FTIS \ISLISTE SOy 1IT's8 (o254 890) P owde])
ity HaKRS KA ¢ RE90RS o 118, 3 191268 SEZ 00T LS WTENS SLERITLE = 4o pad L L EE) TR AppouLey
ROV IOCIONS O ATUO HITIRICY QLR oS o 3 at o8 s ot v LS gouadng GG ) M0
FERAE vl
fary ABOKE Of K00 ORIV [} [ [ 1 [] o 8 [ atuedy Addng Feg M0 B8
oo Guveaen s 0 LLL'Z2T sBr'son1 4697658 £BL RS 20T "'t TS Buprgeey § LESAD0LE BEL-05L
FEIvE T WL AN 1T
haaniis il SR O] NSRSy SI0SAWSGOAT R Sy
ENTINIE JVH
AAVLA0 ISHIIXT N9 ¥IMLD
SaROuT D TR i FRHHRS St TR
[M-LE ] Feraay Tupg o sl
permuts 3 SO A T Y RO E ARG

7§-3 srosns

VPCEETIER N TV
ggg%?iﬂuggﬂﬁuﬁh




Sy S0 Y SHEOYS &

S uanbey oG ERd PRI R
Sk aantT Heres AR I

. reccect 203 15 srawes LI mrmrze ESSOYYS “MaENT 2N E YRR
o t'Lird s wars'ed ot "nroe e carsited NOUVIDARER INY N TVERGD TYIOL
] [Ty o §56°%55 TR YS LS Folp.oh POLESL'PS iyt PABOA D) MO0 OL-INS
* frrad in it 95 Ha'SE BOL'LOSS i ia YRR PR U
ok Hass L0218 s erad fiid [ s ] YEO s Py UOsETUR:
oS L3 08 o ] o s e 9 Becws
e RS s greres VWS L4 'veS BEL'IG4S P UORNPO
W] QAU AND)
- 0O LIS £o0'Py BPrEGL Y - 183118 b S ] ULV T D A RS
VG WeaD
[0 -9 = 74 LI GO BLFBES Fill:a, e 205°S28' ST MTTIMS NOLDRIG WIUeNE
24 pORRT TS st farg J1 3 £ SaUYeES 610025 arvitiees MOVTTRAEND NOGAHIIMG TYI0L
o3 [ 21N [T ] frig TR ML PRETO09E »TILP0ES s L6'00) NSy ADETIT)
0% LR LCOS tae'es1e BpL'TH'IS s 2T 15T RS (EETE) pETEE Ao
5 LUNRE w218 EPLEM EMCLE [ oorgwns PPN SO IS
-] s Iy BSCERETE s U P ] 203°000'YS somyibey 3 sl DemotEs
% vy 0lg'ss poc'so'ek LT g GBS [ =N S ppminy MRS LBUOINTD
s 0r'28 oGe'sie wAPRIR'LE 29ELE RS Loy p AT MO PEAGS HIRDOLET)
oS RLERS L1 Ty LY LS L 2 *HEINSS 2 4GS sapasaLs gy RONAT HIEN)
oy 3 i
o ZALTYS e =2 g ita] [Fie ] noms zezs WOLLVIORUEE MO ST NVHL TYIOL
o | o] G [N 2] 1.7 2 -4 Lt 29w {%E19'00} puwrwy Arosden
-] pRLOTS ser'es E2EECE w0 it [ CEL] (801 EE) peaepy Aty
FERTCERERVEL
.y s s KUY wwrt [ L gt o ROIEWIOIHATO TDAROLE TTLOL
BEES- Rig s Lacs- AR Fi-- zIs {2 ae) PVERR Kpeded
L5L8- e ol L o 1o g S8 (et L GE) peteEy ApDOLAET
VRS
s o zesd NOLYINGEE NOUITIO0 S TVL0x
i gt pEEY ApoiD
Espepss:c)
BEAY/SSUSLD e
HFIIA0IHDS LvH
WSNTINT HOUYIDIHEAN
~op; a0t shed unM

petinay . Saisnet 4o 96KE,
RS TROR B P IeTny hoe C h i

HIY- WP EZRD-LO DN IFYD
OHG L5YT NOSINDA = ANV SVD OO 15¥3 3K




oD SIEEELS LS nesegd [ BTORATLS oEISES) STRT L DST'ESTELY T L PUADIL [EON R Y SR
PHARED »woR'eecs Toses0ss) [=/AF L% *ELIBSLES L TEL 1) ot msl RZFOLE 6 1OWEEY S SO L08R SOURIBIR]
Dmsmoms) DEEPEES SYCVE WYL 12000 LS fitg. oo oot ] BER'2IT'WEY corTececs I PUOAR PR AIAL
TREL RS, TIOL 8 MURAE 7. g 335] irecwes ie1aneed feezaL el {53 ooy (it SIFTYS DPAr) KA RIS
ey A BB I WWES {oarTazs) GLermois) leerore’ 1s) frrreevst {ros'pstr 1L (RO L5} (L - SHBOE IS HIE ), TN DU
WOT ¥ S HOERES, WSS SEFRIELE LIRS QALLIR1E 'L RES ELYEENTS LSNAY: £2CI1EEYRS {30 I VI L BROCIE KT
penTpOwD) IS sip'tEod LIFTESTIR LRETTT LN IREROLE Fioy: e ¥R LA EEIETSLE paxacuy S|
WSl S0 =rws) trsozsy [z gues) [y 4+ [ K] @S (zee25g'1e) SEVEREEY) sy Bomoucay v

ameoes a7 wriev'st LRERTE LTS SPRT LY UTTLIDS (LRSS

pRwTEmTy [Faog . R YRS gL 7eone ESEYOO LS SIS o88'01LSE YErMTES
g yRD T MDY e [y IRl LBBLES- BRIOES 1T Wes
oy D 76 BeRTEN IS Lty SEIYLLLE o RTEE- ISR IS ZE0S9E 13- E'ost
WO ¥ IO WAL TTOLTS LTEDOER LTTTNE e L agosEr 1S 1£9°L0'TS ISy RS
o ) P LIS AT LELGE BMYELL IS LETHL'S 98T 195698 OS0°9EL DS % LIBE
weyy shoehy 26 WIS TEOTS- A ENES- [21oa- o D1y~ g2 achs Foa iz gt
BerOE] LU ThE - SRLUEESSY Lol o LT e ErTIBLELS RTLEME erTR TS
e e 40 cowEELy 7. 11 (.4 foreees Lo LT LIS
wuSroa oy | 0§ oRTEs BLYSES LESHS «£ens SL0'855 2oy e
caiey won D EORATY 92 BSYLZS WS [ 2qeat ] 51005 NGRS EELSTES Hrped 4
somdamawel 1 5SS TS Zzeeyt Fi=-risd /Y PVTE OLLREeS (278 o] SaaRer'ss
weigssxg @ SrTHCE RHOELL'1S Ll aa eSS el SICLETE yoi RA'ELS SRITHRS Sy aitery PIDEEL] P9 PR}
[T 21 rarser i SOIYSS TS 2aZITLES RSN LETM TS L1 T ERUG - VL WIOL
mouSnamppne) L 0§ "'T0S RLTIES 5. 9-114 [F{2 3: T 510988 [ g et WELIS i)
S ey B etusaon £ BTNS 5wees QITIES osvers PEHSELLS 0T LOES RIWELE oRLs0TS B 0G00NE
ssuBdYT prECHIRaL 57 LITULS 995 7RIS g vZOEYLS CIEILY S [1-5) e oLt BREBYES nasfed
ey pe0en 7R FRTA2ES FRO'GLeLs UL TLES LERPSES RSTLE NS SELYTS gl gt BILERIBLE Rt PGSBS PUR e
I ST g O T ZEETHE [P GEE LY es 1STULLS gy 2LReEIS B i 9LES ZETIRE LR CgYEuors vp 1 { iy 33010 35ord SR IR
i e R B0 - OrL
R TTRTY & | eoeiols GAAGS10  SLEMSSUSLO  GLDTANSSOAT [FRES5:] T mnuagsasion TEwpeY | TEUL WHUSAS ol
_| FERINELPEEILL | R SLINSGD f _ .
SIOFL
WA Ty "SSMIEAY 1 aap, FOCAMAY TG IO
00 Ly wlimy posuny T o L
pEERUMAT ROuCW § T BT SRR £ RED

ZE-2 arpnAg
AQNULE TYNHIAE AD LS02

YV VO-EZHC-LR OM ISVD
SING LEVT HOMIRDL HAUF AN SV OHG LEYS ML



ML iz L6Y IBTCIZIUE wLBLYS oo grale 1 gty CEIT YN o EYy I BEYELTOP'LE DEVRALWH WIOL

ey $IN0) 7C 99E'SZEMS 21505 rLS BIY SIS frig o g e M B L g LIPS O0IE £5H 550025 SNOLLIEA 26VH AU S8FT

@ whed rag Faciy-ia g e LE LS O A998 [, V474 LB LELO2ES IER 2967278 YOEERL PSS SILBREINIS T L SNDRIOM TWL0L

L] o] o ot 3 o 05 ot ot AMD LIN TYL0L

¥t Abed seg [PLY-Y Do o LBL SPTENS Lol et ERO'EOZ pTE- i L A BT 0IE YLD L% 160'BEL PSS oL Ve TS 3M3TTH NOUWSENAD] TWiCL

Ctabes AE Frms s 1iFeer TS IHRIETIS ERS PEFCDL B 1S RIS W HELELT IS ORSCELDIELS IDNMES M LNY D SYD VL0

EEATSIENY 3 | — T3 WS- $0/S L0 FLBASELS 1D £L0AAIBSNAN ELO3ISED T KuafIsai-ueN TOREpHead; T
| I TNOZHIS 3TN i wwed SL0TEES

AMVAINDS 36¥E JAVH

SHMDLY T} BSMNIM . COON BoUPMEY ey ¥PORY

B0 7y wlleg partamy Buily g 804y

T T WD %ngniﬁiggmg

ANELS ZRAMAE 40 1ROD

HOFPSD-Lo ON3FFDY
CRHO LEV NORMNGE 210 LY SN00 S0 om0 (ST WL



25 I Ect LIS IROLUSIOS =0 1y = S o we'rd et WURCUHEIE  MEFELY IS AN THADL

WHAERG D B CEUSeIE 195 LTS \GERISTSS WTRELS SIS [ gty [day e ] SETETE S LNV id DNVLNIERASALIOS WIROILED
Fo: 3 XS X135 1] OEE0ERIE el KWEISTINE sl uyeNons  CAMKNIS AW TRGINIG TICL
2 ELLS SRR 05 SiTs £ 12 WCHBLTIYS s TS PR LRSS A DD ARA 010G
RIS 40 RIS BP0 T T Vs o [=- T g MRS 200 BTG THTPEL LN Fropt. - OIS NS PIEAY OO
T R RIS YOI SRR | 08 Fi i = [ gl et 20800y, BEUIPOIS S0 SO TP DO LTI )
10 S Wy e bt 0§ % o8 [ ] ] ] o8 Pt B0 g
A O NG SORNS TR L ] ZIrss £AATRIE oY eeTs 1058 LYDALS U paTh AR08
T 0 2R oS [ 3 WS EERTES L ri: ] o7t d wWi'ceK Lot R IR U UGy
g TR TS W, U O T NORUD D
UMD PR W = 2 Lol ele T LC US AT POTENS NG TN TN A0 DRTINY STy
I TR
[TY. 1 - ] LTSRS WIS 205GBC SIS LIS [l oyt WTOROES  LDYBRILLS INrld 0% 18 Wi
L] ALY US BLTIILIES 8 IS LHLTSAOTLE *orEINELY RrIvIEEE  OSL1SKSDEES AP UOLITERALEIO Y LOL
FrumR oy G Wy T § o mYmLN MEROTR HIWEWR wIeTENS LIRS W HIT YIS fa- g2 %5130 peiveq) Ruoedey
wehEnnrst Mbg L [ foTy. ] EIEIY RS [0 12 SIS WEHLIES CHIEW RIS TLE 2P TS IRE0 L BL] DRy OPCaEnyd
iy R F1 08 b =O'0VES L= ] AR 0TS 5 ZLLBOT LS DU SRR LT
LewodIBEOL 5 £FEE SIS Pl x4 Apanpe et SIS0 IS OTES 17N 0% 1] woremnboyi ¢ SO ARLTIBAD:
et Py TRIAFT O FL (S LUTS 0090 GL TS BILERT 151 0TBrL M rsrats BUTLYEIS 0] pALRASEy SINNG ARUMETT}
e M ARy e G 05 Er:d 1050818 RIS [La=1 ] AR 2ZRS [ouyra g 4 B0 MO VEOPURIS WD)
P Tl >0 [ g 3 oor5es FL-ath:E A1 mULsE LT L LIS NNy FRONUEE RITYENT)
ROLTEIEIER
= [y Tgt o k' HYDRS SEUERERS rEZSUC NS s EWLULE 2RSS NV NOISSHRENVALL TF10L
sl ARQ Wil TREN § -3 TS RYIEEES LTS 8BE 15LONS GHTAE P TS W Py o 1551600 ) PIDY Aprae)
ndubeoni oLy G5 ISTELITLE NSRS £35'E6rYTS SRTEIIY BES BLVYRTS xIGrecs TS S tatee) Anmay Apoureey
FORFSETVEL
[ 1 [ ] ot (.3 - " ANROHTRENN GTNOIR £ TVIOL
trambay AT AT Y 5 0 o 2 ] 08 [+ [+ (% £ B8'D3} DONRY ApedeD
cxmummrhoy aenC A L 08 133 o as 5 3 o L3 1L+ b EE) pemaeN Apounog
frr e el - g ]
AW ot [ 2z L SEVEZZYS toreaL wraceas arenLYt LS 1NV FOVEDLE TYEDL
ety HERITS WY PSR § LIV ETESTT i wCol [riast el oRIAZLP 158 50 0L LTS ELRLS'DES [oho0-ap) T ApedeD
Cusam B #OEILS SAENAA L &y L o [ TP Sl ] s 113 [aig) 1 E) ST Rupowmaus)
E ot
swubnany, Boneaed 5 o5 o5 R PLS DRSS pro . MYl HEHLIN00E TYL0L
NGESC0Nd
E [ whexis RS pOrSld SIHIEENSLD  SLSAANSSOAT I
| BEIWAIEHIS 2L
AAAUSE ¥5 INV I BYD
Sty T FEROTRA SFUN WERAEY TS LM
100, Iy ey By ol
2L WDIO Dentu Dudr § B 1 Ty RRUOH £ 0

n
Y- wDrGINrLY ON 35V
QMO 15V NOINITYDD T2 ANYAINGD S¥D Ol JSWA 310



HV-FO-EIRE-I0 'OR 3BVD

OBIQ LSS HOINMD SF ANTIMOT SV DD LEVA THL

L5 Y [FIR. G 1eees £30'COT' YRS 1o 1 gt ] LYo T 11 P Ta i T
EUDEE"S ST B RO a2 e 95 oRe 108 TR ISTOLS SLEOPY LS veEZLRLS
2w'ISs eI ETIErES fo ] SEORSLWTY 900" 1EECS s 4 P oLV 0L 8
asp'ELLE LIS LIS R LZETS £ET'9RST [0y g oo I LR NS
ootk [ gt LTS THRE 2e5'ivr e oromret PETRCA NS LALOF LTS
® - Lot TEWORS SRS eEUR0L'SLE CHWYTS SSLTTELS BLOCLZBLS
] WY 20’ [958 LIRQLIS YH'S06'TE WITAS ®rETs ZHIETYS
[+ -3 L] o o o8 o o

-V .3 sogsEt LAY o vamr'ts WEELES CIZERES SO0'ASL TS
» oot eems BeU 2948 SRS SLLBIES [ ST BALIES s 2o ]
" L= The ariems Lro'BLe 62690808 [L:croo g ST OVEES D1 weeIrs
DTS LA 050SET08S TR vov'L 1 6RSE LOYEAS L e ] PSS F 9%
o IrLESOORs [Ty ok USIELERS oL '0s LEGS [ aeesHaey LIDEEYORYS
= 4 g3 (k] VoY LBl ETS 020 TS CZT UG PSS Loas 1] LIRS B0 TBELE
4 LEVTIOELS [ =T Yo OLLTBYTS Fy g g [ okt NERYErS e e
.3 LEUTYIS TS wrRed IS006R" 1S Fo ] 05 paLzIcRs
o 2ol Pl - WY ELT TN IS GIERAIS YIS SIri0ESZS
3 BIOTLS (SR ] [Fi:g [0 ] IBL6LUTS RS syanLon
i3 s 2000 5L ROr'S21'703 TS oL KIS LISGIETRE
13 rass LR LIazs lrgzee'ols 0TS WEEILTS TEATEOIT
o e ROYOLS QILSNTPIS SIS LS g F1 canmrml AT ONS WAL LOLS
1.4 Proa. 45 1MBTSL 1S TS rO'TEY LSS TR0 1S LIS IV WOTUR 9%
-3 [Brateg ] W% SELEBLLS 082 EH0TALS OIS SLOETS ST SHLECS
o o5 € " o oS e 3

[} o] o ot ] s 4] nB

[ -5 of o L. 3 - o o5

200°G0 LIS 4 rLLCERS BI¥EHYES 155 0IE"5ES KOS TBL0ES TS LTS
POU'GLOTIS [+ LTSS oY BEES 1oR'6e TR TS WD 60T G 458
PrOINSE -3 LEPO5ES MOEees o5L'aL LIS TIATE REZESLES 20 DES RIS
0 ALOEOR'TS ZEEOTI'B81S zer'ares 566 14E'0AS R T 2EROTES getreer ot

I —
x [ ofErng TR OSL0 SAAWSELSIO  SLOFNUSEDAT FEE eI e e B e L] T Twibl R3LSAS
! STINGANIS S ] A GLIASED 1
AONIS BIANIE 20 183D

1 R GErL L '019°60Ud TraI0L

ANV MOLLAGIAESI] TVEOL
(n51900) Py Aipece)
(%58t} Pareey Sepooeaad)
DL OISy AUNEND

GNAOUDUIANN DIHOLS YD WADL
{a20°00) DRIy LoedTy
(a1 1 TR) DOUMeH Anpcaiia?)
s e e

NV BVHOLE TVAOL
[auowp0) pacemy Aipeden
{41 LRE) Demy RUptLNOD
Eor: .

AFTTH ML D00 TYLOL
apte o 2]
==k

SAYIEIN NOWIDS L0

O WOURAR N VO
proy Duy oL

oRemtd CLOUOY & T FETEDY KU L]



Cata: § Mooths Agual & § Moathe Eswnaiey

Typs of Fiting: Revised
Work Paper Reolerencs Nes.

NET PLANT IN SERVICE

Accoynt [

375338

150558

17

W53

aM-158

PRODUCTION
HET PROODUCTION PLANT

STORAGE

Commedioy Raates (33.513%)
Capatity Rolated (66 88T%)}
TOTAL STORAGE PLANT

GAS STORED UNDERGROUMND
Commaodity Relelad (35.113%)
Cagucity Ratsoed (66.8879%)

TOTAL GAS BTORED UNDERGROUND

IRAMINESIION

Coawncutiy Reliiad (33.185%)
Copacity Ruiaseg (66 815%)
TOTAL TRANSMEFSION PLANT

BISTRIGUTION

Cusmmer Servicss, Ak Pressuris
Cumomsr. Services, Low Pressure
Customer, Senacas, Reguated Pres.
Customar: Maters & Regulatons
Cusiomer Raked, ndustiial
Cammodity Aisiated {J3.185%)
Capacity Related (86.815%)

TOTAL ISTRIBUTION PLANT

MET P. 5. T & D PLANT

GENERAL PLANT
Gustorrier Reisted Goreral Pias
Otpr Garupcsd Pland:
Pmduchan Retared
Stoage Relawd
Sinage Gxs Ralziact
Transmission Relnied
Ossirbation Retaled
Sub-Tots Ciner Genersi Fiant
TOTAL GENERAL PLAKT

NET (NTANGIEL & PLANT
OTHER REEERVES

MNET PLANT

THE EAST OHID GAS COMPANY dfo/s DONINKIN EAST OHID
CASE NU. 07-08259G AmddR

COST OF SERVICE STUDY
Schetuw £3 2
Poge 150f 1@
Wearvean: C. Ancrews
{ I GESECTS Dewils RATE SCHEDULES ]
{SYSTEM TOTAL | Residemial ton residertia | GSSECTS LYGSSILVECTS  GISITSSFRYS  DTS/OffSystem Sterage
$54,501,516 512,118,050 53,423,671 16,542,721 §375,524 528,459,798 58,513,472 0
$19,328,703 8,527,177 £2,717 644 $72.244 3688 §720.8537 4553 0 55,998 295
338,043,961 515,081 327 £5,458,654 524,539,502 $1.434,570 5565,722 50 512,503,203
358,372,584 $28.808.506 58,176,345 36,784,850 £2.155,967 828,774 b4 S18.502,103
50 30 0 S S0 0 0 w0
&0 L 30 0 50 ™ 0 0
3 50 H =0 0 o] w 30
38,566,505 $15,517,953 54,472,122 $20,030,07% £1.267,168 7,261,282 7,039 200 =
71,654,739 $43 767,304 $12.551.080 556,315,485 B2 $3,172,687 $3,930 621 $0
$107.242 7ad $69,385.347 16,362,212 $76,346 558 $4.485.618 $15,433,968 $16,370,601 )
§2,846.911 52.648,544 5159,066 $2 B31.610 55281 38.837 $183 %0
$52,056,547 348,751,041 §1162 907 551,903,848 4, 123 350.576 L] )
02 815,817 $34,783.493 §7.5658,99 02,193,084 $141,186 £522.080 19457 <o
3104 445, 322 97,066,480 $6.629.000 $103,994 460 $193.558 $250,558 6,76 0
53,683,936 50 $1.454. 749 $1.454,748 5340131 51,738,724 5148382 ®
5197 204,882 594,552,929 F24, 448 056 £110,081 585 56.966,220 §44,235.550 S.N0,204 E- 1)
$397 053,004 242,525 9268 Sk, 548 figd §312.074.614 SITHLTES $45.286,873 521,780,598 E- ]
5350112079 $562 287,423 113,082 556 3675,388.979 F2oH62,343 $88.083,210 FO0.966 541 0
$1.,070. 209,023 S662, 410,325 5141,655,784 3B0<,008,108 S 260,446 P10 T2 $60.450.613 14,502, 103
328,626,259 $26.603,803 $1,506.043 328,502 896 $68.0650 658,673 $1.841 F]
$1.392.719 5300647 $47 488 $§397.178 $24,928 753,004 827,551 U
$1.340.049 5657,181 §1ar.81s 844,906 49,522 1,357 0 BALE 12
30 50 ’ 30 % =] o 0 30
$2.475,154 $1.370,608 £30t.510 1,762,118 $103.620 $366.215 5253201 $0
§22 474,450 514, 740 282 53017343 §17,766.606 0,383 52,368,761 $1.844,750 0
£27.880.181 $17.085. 710 $3,664,104 50,770,664 SBE8 414 $3,500, 334 £0,115.502 425,002
56, 3006, 440 $43,6590,313 §5,543,247 348,373 500 31,465 1,566,071 R173a S425,002
§16,883,967 $10,487,592 &2,208,487 §12,897 363 $516.056 32,068,828 81,288,217 xR ]
$78.612.384 -$47 648,378 $10.037.978 557 586, 356 52,304,533 -$0.403, 508 -$5,584,552 -51,503,353
§1.086, 796,235 $688,940,152 %130,410.514 206,350,666 §32,378,432 $1I0,162,051 £73,212 520 517 684.456
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Dominion East Ohio

ATTACHMENT 1: SUMMARY OF UPDATED COST OF SERVICE STUDY RESULTS

Table 1 Post Rate Case

Return on Rale Base Gomgarison Test Year Year 1 Rales Year 2 Rates Year 3 Rates”
DEO: System Total 6.63% 8.48% 8.48% 8.48%
GSS: Residential 5.16% 8.13% 8.74% 9.60%
(355: Non-Residential 6.79% 6.13% 3.23% -0.84%
GSS: Combined 5.45% 7.785% 7.785%, 7.785%
LVGSS 7.21% 8.89% 8.89% 8.89%
leTs 13.32% 13.25% 13.25% 13.25%
IoTs 5.51% 5.15% 5.15% 5.15%

* Proposed Year 3 mtes with common 100% SFV rate for aif Test Year GSS/ECTS tustomers (@ $719.46/customernimontii)

1/13/2008



Data’ 3 Manthe Acial & 9 Months Estimated
Typa of Filing. Revised
Work Paper Reterence Mog..

OPERATING INCOME SUNMNMARY

ATH R

OPERATING REVENLIE i$)
Base Rate Revenues (Year 2 Rawps)
Gas Cost Revenues (per Staff Report)
Gas Cogt Ricer Revenue
Non-Tad Related Rider Revehue
Tax Relatad Rider Revenue
Other Revenue
TOTAL OPERATING REVENUE

QPERATING EXPENSES (§)
Gas Cost
(3as Cost Related Rxdevs
Non-Tax Reiated Rider Expense
Qier Oporation and Maivanance Expense
Depmciation Expense
Tax-Ralated Rider Expense
Oihar Taxes (Excludes GRT)
Fadaral incoms Taxes
TOTAL OPERATING EXFENSES

NET OPERATING INCOME

RATE BASE
RATE OF RETURMN - AT PROPOSED RATES

GROS3 RECEIPTS TAX RIDER RATE

ATTACHMENT 2: Caost of Sarvice Summary using Year 1 Raes

THE EAST OHIQ GAS COMPANY dit/a DOMINICN EAST OHIO

CAIE M. O7-0824-GA-AR
COST OF SERVICE STUDY
Schedoe E-3 2
Page 5 of 15
Witness. C. Anurews
GSSIECTS Destalls Rate Schedula/Class
Sysiem Total Residantial Non-residential GSSAECTS LVGSSAVECTS GTSTSS DT&OifBystem Storage
$354,504.498 3241,462,827 $38,838,51 $280,421.457 $10.201.320 $349,467,098 $13.8583.247 310,331,429
$438,002.865 $327,581,034 $95.,626,434 $423,207 465 515,685,397 $0 0 0
$34,1968,464 $21,998,530 $6,194,662 $28,193,392 $1.835,656 $3,736,268 $431,148 $C
$138.424,730 $04,123,924 526,590,300 $120.714,224 $7.576.516 $10,133,891 . 50 §0
$73,700,230 $50,448,807 $12,256.,061 562,704,868 $2 607,851 5,045,508 $2,040,480 $501,832
$25 317,600 $5,488.645 $L277.879 $10,766.524 $633.909 $10.317 147 $3.039,209 1012
$1.065.036.587 $744,123,867 $181,884,067 $926.007 934 $38,630.627 $54,498,459 $19,504,004 $11.393.972
$43B,802.865 $327.681,034 95,826,434 $423, 207 483 $15,685,367 0 50 §0
534,195,464 $21,858,530 $6,194,862 %28 193,392 $1,835,856 $3,735,268 $431,148 50
§138.424.730 ¥54.129.924 $26,590,300 $120,714,224 $7.576.515 $10,133.801 80 ¥
§145,674.408 369,868,438 $17.912,890 $117.87Y128 $3,804, 704 $13,002,833 §7,512,367 §3,783,346
$48 808,074 $36.432. 720 $5, 22 306 341,655,026 $543,000 $2,806, 448 52,303 403 $95,186
§73.700,230 $50,446.807 $12.256 061 $62,704,855 $2.607.831 $5,845,508 52,040,490 $501.532
326,726,677 $17.246,568 $3,488,756 $20,735,225 $786,7M $2,835,604 51,729,419 $539,568
$38,393.419 §23632.364 $3.035 883 $26.671.027 §1.410,022 $6.576.657 $791.743 §1.943.970
3645,915, 865 $671,122,386 $170,330,673 $341.452.459 $34.654,896 $48,137,300 $14,808,500 $6,663.602
$119. 119,720 $73,001.480 $11,553 395 $54.555.475 $3,975,732 §21,362,650 34,685,484 $4,530,370
$1.404,734 309 $897,648,030 $188,478,735 $1,086.1.26.825 $44,729,750 $151,215,282 §81,240573 321,421,780
842% 5.13% £13% T.785% 8.89% 13.25% £ i5% 21 15%
A 6044%



ATTACHMENT 3; Cost of Service Summary using Proposed Year 3 Rates {Commen 100% SFV Rate for all GSS/ECTS customers)

Data: 3 Manths Actual & 8 Manths Estmarad
Type of Fing. Revisad
Work Paper Reteiaice Nos..

OPERATING INCOME SUMMARY

AT.PROPOSER RATES (YEAR )

QOPERATING REVENLUE (5}
Base Rate Revenuas {Year  Rates)
Gas Cosi Revenuse {par Staff Repon)
Gas Cost Rider Rgvanue
Hon-Tax Reiated Rider Revenus
Tax Related Rider Revenue
Other Rovenue
TOTAL OPERATING REVENUE

Gas Cost
Gas Cost Relaad Rioers
Non-Tax Related Ricer Expense
Other Operation and Maintenanse Expense
Depreciation Expense
Tax-Related Rider Expense
Other Taxes {Bxiwies GRT)
Federal income Taxes
TOTAL OPERATING EXPENSES

NET OPERATING INCOME

RATE BASE
RAYE OF RETURN - AT PROPOSED RATES

GROSS RECEIFTS TAX RIDER RATE

THE EAST QHIO GAS COMPANY dib/a DOMMNION EAST OHIO
CASE NO. 07-0820-GA-AIR

COST OF SERVICE STUDY
Senpdule E-3 2
Page 5 of 16
Wiiness. C Anamws
GSEECTS Details Rate Schedule/Class
System Total Regidantial Noa-residential GSSECTS LVGSSAVECTS GTS/TSE DT3/O-5y stgm Storage
$354,499,891 $261,678,365 $18.456,485 $280,475,850 $10,291,320 $39,467,045 $13.993.247 $10,331.429
$438,B92 8BS 8327681034 $95,626,434 $423 207 468 $15,685,387 4] $0 50
§34,198,454 $21,998,530 $5. 194,862 $28,183,362 $1,835,85 $3,736,268 $431,148 0
$138,424,730 $64,123.924 $26.580,300 $120,714 224 $7.576.515 $10.133,961 $0 $0
§75,700,018 $51,392,490 311,312,167 562,704,857 $2,607,831 55,845,568 52,040 480 $901 432
£25,317.800 32,486,645 $2.277.879 $10.765,524 $633,900 $10.217,347 038,200 $561 012
$1,0685,031,757 $765,562,957 $160,440,117 3926,003.114 $38,630,627 $649,499,959 $19,504,054 §11.303,972
$438,692,885 §327.581,034 395,626,434 $423,2C07 468 $15.685,297 30 o w
$34, 186 254 $21,994,530 $6,194,862 £28.193,392 $1,835,658 53,738,288 $431,148 50
$138,424,730 594,123 024 $26, 520,300 $120,T14, 224 $7,576,515% $10,133, 991 $0 0
$145,674,408 $60,905,383 $17,665,.738 $117.571,121 $3.804,706 $13,002,836 $7.512,398 §3.783,347
548,808,074 $38,432 720 $6,232 306 $41.655.026 $0848,000 $3,908 449 $2,303,403 305,186
$73,700,008 $51.392,459 $11,312,157 $62,7049,657 $2.607.831 $5.845,508 $2,040,480 §501,532
$26, 726,677 $17,298,224 $3.435,100 $20.735324 $786,772 52,935,605 $1,720.419 3539,558
3 1 807 $30,701 958 184 632,540) $26,669.418 §1.410021 $8. 5768855 §793.743 $1543 570
$045,915,042 $679,432272 162,018,357 $841,450,628 $34 654,897 $48,137,312 314,808,601 56,563,603
$119,1146,725 $66,130,725 (31,578,240 $64,552,486 $3,975.730 521,362,847 $4,605,463 $4,530,370
51,404, 734,309 $897 648,090 3188.475,735 $1,086,126,825 $44, 729,750 $161,215,282 551,240,673 $21,421,780
B.agey $.60% -1.84% 7.785% 8.89% 13.25% 515% 21 t5%
4.8044%




ATTACHMENT 4: Feak Day and Storage Uiilizanon informanon

The East Dhio Gas Company dib/d Dominion E2st Ohio
Case No. OT-0829-GA-AIR

PEAK DAY AND STORAGE UTILIZATION INFORMATION FOR COST OF SERVIGE STUDY WITH GSS/ECTS SPLIT: RESIDENTIAL/NON-RESIDENTIAL

G35; RovidentiaVNoa-twsidential Spit

1. ECISSO STORAGE Pear Day Sioiege
1 2 3 4 5 Peak Day Swrage | Max Siorage]| Capacity Sk upe
Peak Day Slarago Thuign pisk Fador | Deliverabiiby | mutmpeer Cap sty
Paak Osy Storage Max Slorage Capacity Bwrage [Pusidential 1.350,2T¢] 34.10% 450 A4S 519 25 857,112 |
Throwgitput Fagior Delverbiiily | meitiplisr QE% INon- Resiaential 5812 ) 34.40% 131, 596 518 g 825 BZ23
A 1,736, 191 M 10% 292041 E] 30.724,! — Motas 555 3,736,191 562,041 30.728.935
Blwass \B1,758 8 34 10% T 539 1,500,903 Resideniat F15

2. FSSIEFSSAN.OUT B 7

EFS3 i Tolal
clsto 12.481.0 4 210874 18767 BTdlFroen DMG SSECTS NR 31657328 86 48H 288
o) [T ity 240,557 10 343 3DEFSS: 5L51.0, IOl per contliact ] GUAL 143306 810 02627 [ 1,343

Tast Yaar Aug- Daly Excoss
B Rt Clpww | o s Poak Dy
CTS Res. 111 741 482 306,141 | 1.044 138

ECH515 Par Contraci

3. QPERATIONAL BALANCING

4. ALLOCATION OF OPERATIONAL BALANGING

Bhara of OB:] Paak Day

Ehae of GH: § Puak Duy Eharw of OB:
Non-bave Parlod Volumes (MM % M@ % Dialiverab ase Period Vommes il * G%E% Requirsmer
=3 128 71 T3 1% 3. { 1,736,191 TOHN B8 545 GSS-Hae 96,515 ar 110, 13502
LVGSS 7 500 4. g%%% 101 ES 5 190 \ GSS Moo Res 7 068 1625} 762.786] 385512
S 36,181 24 6%, 1,016 477 337,307 15.5! 203 Ti 123,713 7ag%| 34028811 1736151
OTALY L TEFI] 1% &7'4@ 2 1@ 1 110.937
* Exchudes DTSAON-Systam
i STORAGE ALLOGATION BY CLASS COS5 Allocaty 7 COS Auatamor ¥
W y— Ragsamare: CO6 ARocutor & T S DAt COS Abpcaiot
L) B Excusa Pask Galcuiabon T Exceas Panil Lamuanion
Class Excess ‘ Ca % Avy Excess |Ewcess
O3 : i n | 26.614.766 48, 25% 176,270 48.5%
20,564 | 7,592,608 14.066%; S0282 1 - %m 14.0%
WA M.208.5T8 $3.35% B,552 a4 32.0%
- 50451 5C - Ay,
231 343 TI.805% T1.754r%
Trased

daily sisngs = 54 Bel1561 daye
tidl Pesk Day siotage st swarage dally Brorage

(1,080,000 Mof - 357,616 Mci = 712,384 Mdi)

13z008




EXHIBIT K
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BEFORE i 5
THE PUBLIC UTILITIES COMMISSION OF OHIC 9

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its
Gas Distribution Service.

in the Matter of the Application of the East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of an Alternative Rate
Plan for its Gas Distribution Service,

In the Matter of the Application of the East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval to Change Accounting
Methods,

In the Matter of the Application of the East
Ohio Gas Company d/b/a Deminion East
Ohio for Approvai of Tariffs to Recover
Certain Costs Associated with a Pipeline
Infrastructure Replacement Program Through
an Automatic Adjustment Clause, And for
Certain Accounting Treatment.

In the Maiter of the Application of the East
Ohio Gas Company d/b/a Dominion Eas
Ohio for Approval of Tariffs to Recover
Certain Costs Associated with 2 Automated
Meter Reading Deployment through an
Automatic Adjustinent Clause, And for
Certain Accounting Treatment.
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Case No. 07-829-GA-

Case No. 07-830-GA-ALT

Case No. 07-831-GA-AAM

Case No. 08-169-GA-ALT

Case No. 06-1453-UNC

JOINT MOTION TO REOPEN THE RECORD, JOINT MOTION FOR WAIVER
OF CERTAIN REQUIREMENTS OF OHIO ADM. CODE 4901-1-34(B),
AND JOINT MOTION FOR A PROCEDURAL SCHEDULE
' BY

THE OFFICE OF THE OH10 CONSUMERS’ COUNSEL
THE CITY OF CLEVELAND,
OHIO PARTNERS FOR AFFORDABLE ENERGY,

THE NEIGHBORHOOD ENVIRONMENTAL COALITION, THE
EMPOWERMENT CENTER OF GREATER CLEVELAND,
CLEVELAND HOUSING NETWORK, AND THE CONSUMERS
FOR FAIR UTILITY RATES
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The Office of the Ohio Consumers’ Counsel (“QCC™), the City of Cleveland, the

Ohio Partners for Affordable Energy, and a cilizens coalition comprised of the

_Neighborhood Environmental Coalition, the Empowerment Center of Greater Cleveland,

the Cleveland Housing Network, and the Consumers for Fair Utility Rates (“Citizens
Coalition™) (collectively “Joint Advocates™), pursuant to Ohio Adm. Code 4901-1-12 and
4901-1-34(B), on behalf of the 1.1 million residential consumers in the Fast Ohio Gas
Company d/b/a Dominion East Ohio (“DEO” or “Company™) service territory, moves the
Public Utilitics Commission of Ohio (“PUCO” or “Commission™) to reopen this
proceeding in which the PUCO considered a distribution rate increase for DEQ, The
Commission should reopen the record for the limited purpose of taking ﬁdditional
evidence in the form of the updated cost-of-service study (“COSS") that DEO filed with
the PUCO on January 13, 2009, The revised COSS includes an analysis of the
itnplication of straight fixed variablp (“SFV™) rate design on the residential and non-
residential customers of the general sales service (“GSS™) customer class, respectively.
In addition, pursuant to Ohio Adm. Code 4901-1-12 and 4901-1-38(B), the
Commission should waive the requirement of Ohio Adm. Code 4901-1-34(B) that Joint
Advocates’ Motion to Reopen the Record be filed prior to the issuance of a final order.
Finally, pursuant to Ohio Adm. Code 4901-1-12 the Joini Advocates move the
Commission to establish a procedural schedule to hear evidenc;a and arguments, and then
rule, on how to deal with the verifiable and quantifiable harm that residential customers
are experiencing under the SFV rate design as demonstrated in the revised COSS. The
reas;)ns supporting Joint Advocates” Motions are set forth in the attached Memorandum

in Support.




Respectfully submitted,

L. MIGDEN-OSTRANDER
COly RS’ COUNSEL

P. Serio, Counsel of Record
5. Sauer

Gregory J. Poulos

Asgistant Consumers’ Counsel

Office of the Ohio Consunmers’ Counnsel
10 West Broad Street, Suite 1300
Columbus, Ohio 43215-3485
614-466-8574 (Telephone)

614-466-9475 (Facsimile)

senig@oce. state.oh.ug
sauer@occ.state.oh.us

oulos@ocg state.oh, us

sl oulllp i

Robert J. Triozzi, D{rector of Law
Steven Beeler _

Cleveland City Hall

601 Lakeside Avenue, Room 206
Cleveland, Ohio 44114-1077
216-664-2800 (Telephone)

216 644-2663 (Facsitmile)
RTrozzi@citv.cleveland.oh.us
Sheeler@gity.cleveland.oh.us

Attorneys for the City of Cleveland

Josgeph P. Meissner

The Legal Ald Society of Cleveland
1223 West 6™ Strest

Cleveland, OH 44113

216-687-1900 ext. 5672 (Telephone)
jpmeissn@lasclev.org
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Neighborhood Environmental Coalition,
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Cleveland

gavid C. ﬁinebult / g
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P.0. Box 1793

Findlay, Ohio 45839-1793
419-425-8860 (Telephone)
419-425-8862 (Facsimile)
drinebolt@aol.com

CIQoone columbus ar.com




ML

TABLE OF CONTENTS

PAGE

BACKGROUND ..ot isconie st asas st et secassrsasses st soss s s sssaonsisssnsssnsiessasesiss l

- THE APPLICABLE LAW ..ottt ssnssessses s corams s s 3
ARGUIMENT e cre i s e s s s b s e R TS pae g e b b e arn S e sbsbb s bea e s sbmessh e b b 5
A, Good Cause for Granting Motions. ... .vovocooiecenerinerreeee e 5
B. Nature and Purpose of EVIdence....ccccoivonmiirienionsnn s s sssiraaniss 7
C. The Evidence Could Not Have Been Presented Earlier........................9
D. Procedural Schedule Should Be Established ... 1
CONCLUSION. .....oovociiemmteuseratseessssemems et et ceseesemimsesaesesnasasmmtiessss et sassseecensomraen 12




BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of The East
Ohioe Gas Company d/b/a Dominion East
Ohio for Authority to Increase Rates for its
Gas Distribution Service.

Case No. 07-829-GA-AIR

In the Matter of the Application of the East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of an Alternative Rate
Plan for its Gas Distribution Service.

Case No. 07-830-GA-ALT

e e

[n the Matter of the Application of the East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval to Change Accounting
Methods,

Case No, 07-831-GA-AAM

St et

In the Matter of the Application of the East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs to Recover
Certain Costs Associated with a Pipeline
Infrastructure Replacement Program Through
an Automnatic Adjustment Clause, And for
Certain Accounting Treatment.

Case No. 08-169-GA-ALT

R T G i g

[n the Matter of the Application of the East
Ohio Gas Company d/b/a Dominion East
Ohio for Approval of Tariffs to Recover
Certain Costs Associated with a Automated
Meter Reading Deployment through an
Auntomatic Adjustment Clause, And for
Certain Accounting Treatment.

Case No. 06-1453-UNC

P A VA A T R g

MEMORANDUM IN SUPPORT

I. BACKGROUND

On July 20, 2007, DEO filed a Pre-Filing Notice of its intent to, among other things,

increase rates for the natural gas distribution service that is provided through its gas pipelines.




On August 30, 2007, DEO filed its Application (“Application”) in these cases (*Rate Case™), to
increase the rates that customers pay.

Motions to Intervene were filed by the OCC, Stand Bnergy Corporation (*‘Stand™,

OPAE, Ohio Energy Group (“OEG”), Interstate Gas Supply, Inc. (*1GS™), the City, the Citizens

Coalition, Integrys Energy Services, Inc. (“Integrys™), Dominion Retail, nc. (“Dominion
Retail™), Industrial Energy Users-Ohio (“TEU™), Utility Workers Union of America (“Union™),
Ohio Oil and Gas Association (“OQGA™), and Direct Energy Services, LLC. (“Direct™.

On September 13, 2007, the Company filed the direct testimony of nine Company
witnesses and outside experts. On May 23, 2008, the PUCO Staf¥ filed its Staff Report of
Investigation (“Staff Report™) and the Report of Conclusions and Recommendations on the
Financial Audit by Blue Ridge Consulting Services, Inc. (“Biue Ridge Report™).

On August 22, 2008, the parties to the cases entered wnto a Stipulation and
Recommendation (“*Stipulation”} that settled all issues except for the rate design issue involving
the fixed monthly customer charge. One issue of particular concem for the Joint Advocates was
the Commission’s desire to impose the SFV rate design for the GSS customer class which was
comprised of both residential and non-residential customers.' One provision in the Stipulation

intended to address Joint Advocates’ concern stated:
DEQ shall evaluate the feasibility of separating the residential and
nonresidential GSS/ECTS classes for purposes of rate design and
will share with the Signatory Parties the results of the feasibility

study before including in its next base rate application a class cost
of service study that separately assesses those classes.”

! Joint Application for Rehearing at 10-11 (November 14, 2008).
? Stipulation at 11 {(August 22, 2008).




In addition to this provision of the Stipulation, the Commission acknowledged concem
with implementation of the SFV rate design when it included in (ts Opinton and Order {“Order”)
approval of the above referenced Stipulation pravision by stating:

DEQ shall evaluate the feasibility of separating the residential and
non-residential GSS/ECTS classes for purposes of rate design and
will share with the signatory parties the results of the feasibility
study before including in its next base rate application a class cost
of service study that separately assesses those classes.”

A Joint Application for Rehearing by the Joint Advocates was filed. On December 19, 2008, the
Commission issued its Entry on Rehearing further clarifying its position on the COSS study to be
filed by stating:

With regard to the rate design, the Commission adopted the first
two years of the modified straight fixed variable (SFV) levelized
rate design to decouple DEQ’s revenue recovery from the amount
of gas actually consumed, which was proposed by Staff and DEOQ,
Prior to approval of rates for year three and beyond, the
Commission directed DEO to complete the cost allocation study

~ required in the stipulation and to provide it to the Commission for
consideration.* :

On January 13, 2009, DEQ filed its updated cost-of-service study.

IL. THE APPLICABLE LAW
The Commission has authority to reopen proceedings under certain

circumstances. Ohio Adm._ Code 4901-1-34 states:

(A) The commission, the legal director, the deputy legal director,
or an attorney examiner may, upon their own motion or upon

3 Drder at 10 (QOctober 15, 2008).

* Entry on Rehenring at 2 (December 19, 2008). Although the PUCO made this distinction, the O&O did
not provide for a process as to how the Cost of Service Study might be addressed.




motion of any person for good cause shown, reopen a proceeding
at any lime prior to the issuance of a final order.

(B) A motion to reopen a proceeding shall specifically set forth the
purpose of the requested reopening. If the purpose is to permit the
presentation of additional evidence, the motion shall specificaily
describe the nature and purpose of such evidence, and shall set

forth facts showing why such evidence could not, with reasonable
diligence, have been presented earlier in the proceeding.

While the Commission has already issued an Opinion and Order and an Entry on
Rehearing in these cases, Joint Advocates’ Motion must be considered in conjunction
with its Motion to Waive certain requirements of Chio Adm. Code 4901-1-34(B).
Pursuant to Ohio Adm. Code 4901-1-38(B), the Commission has the authority to
waive certain requirements. Chio Adm. Code 4901-1-38(B) states:
The commission may, upon its own motion or for good cause
shown, waive any requirement, standard, or rule set forth in this

chapter or prescribe different practices or procedures to be
followed in a case.

In this case the Commission should grant the Joint Advocates’ Motion to waive the
requirement of Chio Adm. Code 4901-1-34(B) that the Motion to Reopen the
Proceedings be filed prior to the issuance of a final order.

Both Motions should be granted by the Commission because good cause exists for
the Commission to waive the regulation that requires a proceeding be reopened “prior to
the issuance of a final order” and good cause exists for reopening the record for the
limited purpose of admiiting the updated COSS into evidence in these cases.
Furthermore, the Commission should establish a procedural schedule to hear evidence
and arguments, and then rule, on the inter-class subsidy issues illuminated by DEQ’s

updated COSS filing in order to mitigate the verifiable harm that DEQ’s residential




customers will be experiencing under the rate design as approved for the GSS class which

is presently comprised of residential and non-residential customers.

L. ARGUMENT

A. Good Cause for Granting Motlons.

During the proceedings, Joint Advocates argued that DEQ’s cost-of-service study
did not support charging GSS class customers (residential and non-residential) uniform
rates under the SFV rate design.® Joint Advocates explained that the GSS class is
comptised of non-homogenous residential and non-residential {(Commercial and
Industrizﬂ} consumers with widely varying usage. OCC pointed out that the average
residential customer uses 99.1 Mcf per year, the average non-residential customer uses
390 Mcf per year, and the largest consumption in the GSS class is in excess of 5,000 Mcf
per year.® It was also argued that under the SFV rate design, nio user should pay more
than their appropriately allocated share of fixed costs; however, the record does mﬁ
establish that all customers in the GSS class place the same burden on the system. Joinf
Advocates maintained that, without more detail in the cost-of-service study, it was
undetermined who was actually responsible for the fixed costs that are recovered through
the SFV rate design. Now that the updated COSS study exists there (s umrefuted evidence
provided by the Company that supports Joint Advocates’ above arguments.

The following results contained in the Updated COSS filed by the Company, on

Jamuary 13, 2009, demonstrates the harms that Joint Advocates alleged in these cages:

# QCC Initial Brief at 7-8 {Septerber 10, 2008), QCC Reply Brief at 4-5 (September 16, 2008), Joint
Application for Rehearing at 9-12 (November 14, 2008,

& OCC Initial Brief at 6-7; Tr. Vol. IV at 18 (Murphy) (August 25, 2008).




Return of Rate Base Cnmp_arison:7 Test YT, Year | Year 2 Year ]
DEO System Total 6.63% 3.48% 8.48% 3.48%
GSS Residential 5.16% 8.13% R.74% 9.60%
GSS Non-Residentiat® 6.79% 6.13% 3.23% -0.84%
GiSS: Combined 5.45% 7.785% 7.785% 7.785%
LVGSS® 7.21% 8.89% 8.89% 8.89%
GTS'® 13.32% 13.25% 13.25% 13.25%
DTS 5.51% 5.15% 5.15% 5.15%
GSS Base Rate Revenne Comparison (Miltion $):

Test Y2  Year 1 Year 2" Year3"
Residential $213 $241 $250 $261
Non-Residential $44 $39 $30 $18
(S8 Total $257 $280 $280 $280
System Total 5334 5354 $354 $£354

The significant and verifiable harm to residential customers under the existing
SFV rate design which is demonstrated by the updated COSS study fited in these cases
on January 13, 2009, provides good cause for granting the Joint Advocates’ Motion to

Reopen. The same good cause for granting the Motion to Reopen is present for the

? Updated Cost of Service Study at Attachment 1. (Year 3 Assumes 100% SFV for all Test Year
GSS/ECTS Customers (@$19.46/custome/mounth) (January 13, 2009),

% GSS Non-residential customers includes Commercial und Industriat customers with usage between 300
Mef and 3,000 Mcf per year.

® Large Volume General Sales Service.

® General Transportation Service.

' Daily Transporiation Service.

12 Updated Cost of Service Study at Schedule E-3,2Page 4 of 16 (January 13, 2009).
" 1d. at Attschment 2

* Id. at Schedule E-3.2 Page 5 of 16.

 1f. at Attachment 3.




Compmission to grant the Motion to Wajve Certain Requirements of Ohie Adm. Code
4901-1-34(B). Because the updated COSS was filed by DEO after the final order was
issued on December 19, 2008, the Commission should hear this important evidence that
was not available before the Commussion’s final order. The Commission has the
authority to prescribe different practices or procedures to be followed in a case,'® and
should do so in this case by waiving the deadline under Ohio Adm. Code 4901-1-34B)

and granting the Juint Advocates’ Motion to Reopen.

B. Nature and Purpose of Evidence
In these cases, the Commuission relied on testimony from a DEO witness that the
residential customers actually benefited (were subsidized) by the non-residential GSS
customers. In the Commission QOrder it states:
Furthermore, DEQ’s witness Andrews believes that, if any subsidy
is taking place, it is the non-residential customers within the GSS
class that are subsidizing the residential customers (Tr. | at 235
and 237). In fact, according to Mr. Andrews, the inclusion of the
non-residential customers in the GSS class is a benefit to the
residential customers because it ends up lowering the costs to serve
the GSS class as a whole (Tr. 1 at 219)."7
In the test year under the traditional rate design, the restdential GSS customers were
providing stightly less than the overal! return and the non-residential GSS customers were
providing a slightly higher relative return. However, under the SFV rate design that

differential is reversed, in year one, whete the residential G8S customers’ rate of retum

increases to 8.13% and the non-residential GSS customers’ rate of return plummets to

'* Ohio Adnt, Code 4901-1-38.
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6.13%. The overall system average return in year one is 8.48%. In year two of the
transition under the SFV rate design, the residential GSS customers rate of return
increases to 8,74% (meaning that residential GSS consumers are paying rates that result
in the Company eaming a higher than the system average return) and the non-resi deﬂtial
GSS customers rate of return plunges to a mere 3.23% (meaning that the non-residential
(GSS consumers are paying rates that result in the Company camning far less than the
system average retwrn). The overall system average rate of return remained at 8.48%,

The revenue shift is equaily dramatic for residential consumers who will be
paying a significantly larger portion of the overail rate increase than the PUCO
contemplated in its Order absent the updated COSS. The GSS residential distribution
base rate increase in year one is $28 Million whereas the GSS non-residential base rate
revenues actually decrease in year one by $5 million, a total revenue shift of $33 million
that requires that much more to be paid by residential consumers uider the PUCO’s new
rate design. In year ﬁo the GSS residential base revenues mcre;'ase another $9 million
while the GS8 non-residential base rate revenues decrease by that same $9 million, fora
total revenue shift of §51 million.

I the third year was implemented as the Company proposes in its updated cost-
of-service study, the residential GSS customers base rate revenues would increase by yet |
another $11 million and the non-residential GSS customers base rate revenues wouid
decrease by that same amount, resuliing in a total revenue shift of $73 million. In total
the residential base rates from the test year to the third year will have increased $48

million as a result of the rate case, which is troubling because DE(Q’s entire distribution




rate increase approved by the Commission in these cases was only $40.5 Million.'*
There currently exists an inter-class and subsidy issue (e.g. residential GSS customers
subsidizing non-residential GSS customers) that should be addressed by the Commission
in a timely manner by reopening theselpmceedings and addressing the rate design before

year two rates are scheduled to be implemented,

C. The Evidence Counld Not Have Been Presented Earlier.

Although loint Advocates made all the appropriate arguments against the
Company’s proposal to maintain the GSS class with residential and non-residential
customers,'” the data and information necessary to confirm Joint Advocates’ position was
in the sole possession of the Company, At the time the Commission issued its Opinion
and Order approving the SFV rate design, the only cost of service study available was the
study that DEO had performed at the time of its Application that supported the rate
design DEO proposed in its Application. The rate design contermplated by the Company
proposed to increase the monthly customer charge from $4.38 to $5.70 in the West Ohio
Division, and proposed no increase to the existing $5.70 monthly customer charge for the
East Ohio Division.”® Therefore, the existing cost-of-service study did not support the
SFV rate design.

The Joint Advocates had argued that an inter-class subsidy would harm residential

% Orderat 6, 12,

¥ OCC Initial Brief at 7-8 (Septermber 10, 2008), OCC Reply Brief at 4-5 (September 16, 2008), Joint
Application for Rehearing at 9-12 (November 14, 2008).

2 BFN at Tab S, Summary of Proposed Rates (July 20, 2007).




customers because the Company had put into its tariff a GSS eligibility limitation of
3,000 Mcf. The eligibility limitation was unnecessary under the traditional rate deéign
because the volumetric rate had been high enough to keep high usage customers from
migrating to the GSS class. However, under the SFV rate design, with its significantly
decreasing volumetric rate, without the eligibility limitation, Cormmercial and Industrial
customers would have the incentive to migrate to the GSS tariff because the higher fixed
customer charge would be more than offsct by lower volumetric rates.”! The total extent
of the harm to residential customers could not be accurately quantified without an
updated COSS that segregated the residential and non-residential GSS customers.

Tt was not until the updated COSS was filed by DEQ that the inter-class subsidy
harm to DEO’s residential customers that the Joint Advocates had alleged in these cases
was actually proven, The SFV rate cdesign caused an inter-class subsidy (GSS non-
residential subsidized by GSS residential) that was not documented by the existing cost-
of-service study. Therefore, the Commission should reopen the record and admit the
updated COSS into evidence in these cases.

The PUCO has not explained why it is just and reasonable to have low-volume
residential users subsidize high-volume Commercial and Industrial customers and high-
use residential customers, especially considering that in the GSS/ECTS classes the
highest use customers are Commercial and Industrial customers, who use up to 30 times
the natural gas that the average residential customer uses.”? As the Joint Advocates had

argued in their Application for Rehearing, the goal of rate design should be to eliminate

2 Ty, Vol V at 35-38 {Radigan) (August 26, 2008).

2 Based on average residential usage of 99.1 Mef per year (Tr. Vol. IV (Murphy) at 17-18 {Aug. 25, 20608),
and proposed maxinmum GSS class customer usage of 3,000 per year.
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inter-class subsidies to the maximum extent possible, not create them.” The updated
COSS clearly demonstrates the SFV rate design for DEO’s consolidated GS§ customer
class is unjust and unreasonable.

D, Procedural Schedule Should Be Established

The Commission should promptly establish a procedural schedule (e.g. 45 days)
that will allow for an appropriate review of the applicable year two rates {to be effective
October 16, 2009} for the GSS residential and non-residential customers in light of the
updated COSS filed on January 13, 2009 The Joint Advocates advocated for a new
class cost-of-service study which was intended to separate the custoters in the GSS class
into more homogeneous groups. The Commission ordered the updated COSS, and the
Company has performed and filed the study. The results of the updated COSS
demonstrate a significant shift (for paying revenues io the Company) away from the GSS
non-residential customers and to the GSS residential custorners who will be more to the
Company beginning in year one of the newly approved rates. The revenue shift creates
an unreasonable inter-class subsidy that the Commission should remedy so s to protect
consumers.

The Commission should rectify the injustice to residential consumers in the Order
by proceeding without undue delay to develop a schedule under which the updated COSS
wili be evaluated and heard as evidence. The Commission’s Order stated:

Therefore, the Commission is approving the first two years of this

transition, however, prior to approval of rates for rates of the third
year and beyond the Commission believes that a review of the cost

2 Joint Application for Rehearing at 3-10 (November 14, 2008).

¥ Eniry at 2 {October 15, 2008) (DEO’s year one (GSS rates were effective when filed on October 16,
2008).
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allocation methodologies for the GSS/ECTS classes is appropriate.

Therefore, DEO is directed to complete the cost allocation study

required in the stipulation within 90 days of this order. Upon

completion, DEO should submit a report and recommendation

regarding whether the GSS/ECTS classes are appropriately

comprised of both residential and non-residential customers or

whether the classes should be split. DEO shall also provide, if the

recommendation is to split the classes, a recommended cost

allocation per class. Upon review of the cost allocation study, the

Commission will be establishing a process that will be followed to

detenmine the a?pmpliate rates in year three and beyonul, as soon

as practicable.z
The Commission ordered the updated COSS and before the study was completed - - and
the results were available - - had determined that the rates for the first two years were
approved, However, now that the results are available, and the harm to residential
customers has been quantified, there is goed cause for the PUCO to reconsider its
approval of year two rates. Instead, the PUCO should establish a procedural schedule to
hear evidence regarding the residential and non-residential GSS rates beginning with year

two, toward issuing a ruling to remedy the unreasonable inter-class subsidy that exists

within the existing G5S rate design and that i3 prejudicing residential consumers.

IV. CONCLUSION

For all the reasons stated above, the Joint Advocates’ Motion to Reopen the
proceedings for the purpose of admitting the Company’s updated COSS study into the
record should be granted. In addition, the Commission should establish a procedural

schedule to hear evidence and issue a ruling so as to mitigate the harm caused to DEQ’s

B1d. 212526
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GSS residential customers that results from the subsidization of the non-residential

cugtomers under the SFV rate design.

Respectfully submitted,

J . MIGDEN-OSTRANDER
CONS RS” COUNSEL

Joséph P Serio, Counsel of Record
Larry §. Sauer

Gregoly J. Poules

Assistant Consumers® Counsel

Office of the Ohio Consumers’ Counsel
10 West Broad Street, Suite 18300
Columbus, Ohio 43215-3485
614-466-8574 (Telephone)

614-466-9475 (Facsimile)

seriof@occ.state.oh,ug

saueroce.state.oh.us
poulos{@oce.state.oh.us

obert I. Triozzi, Director of Law
Steven Beeler

Cleveland City Hall A

601 Lakeside Avenue, Room 206
Cleveland, Ohto 44114-1077
216-664-2800 (Telephone)

216 644-2663 (Facsimile)
RTriozzi@city.cleveland.oh.us

Sbeeler@city.cleveland.oh.us
Attorneys for the City of Cleveland

The Legal Aid Society of Cleveland
1223 West 67 Street
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216-687-1900 ext. 5672 (Telephone)
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Consumers for Fair Utility Rates,
Cleveland Housing Network, and

The Empowerment Center of Greater
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David C. Rinebolt

Colleen L. Mooney
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231 West Lima Street

P.O. Box 1793
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419-425-8860 (Telephone)
419-425-8862 (Facsimile)
drinebolt(@aol.com
cmooney2@columbus.mr.com
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that a true and correct copy of the foregoing Joint
Motion to Reopen the Record, Motion to Waive Certain Requiremenis of Ohio Adm. Code 4901-

{-34(B) and Motion for a Procedural Schedule has been served upon the below-named counsel

o

ﬁauer
Asgsigtant Consumers’ Counsel

via Electranic Mail this 29th day of Jannary 2009.

PARTIES

Stephen Reilly Joseph P. Meissner
Anne Hammerstein Legal Aid Society of Cleveland
Attorney General’s Office 122 west Sixth Street
Public Utilities Section Cleveland, Ohiod4113
180 East Broad Street, 9¢th Floor
Cohumbus, Ohio 43215
David A. Kutik John W. Bentine
Andrew J. Campbell Mark S. Yurick
Dominion East Ohio Interstate Gas Supply
Jones Day 65 East State Street, Suite 1000
North Point, 901 Lakeside Ave. Columbus, Ohio 43215-4213
Cleveland, Chio 44114-1190

M. Howard Petricoff
Barth_ E Royer_ Stephen Howard
Dorninion Retail, Inc. Integrys Energy Services, Inc
Bell & Royer Co., LPA y B
13 South Grant Avenue 52 East Gay Street, P.O. Box 1008

Cotumbus, Ohio 43215-3900 Columbus, Ohio 43216-1008

John M. Dosker Stephen M. Howard

General Counsel Ohio Gas Marketers Group
Stand Energy Corporation 52 East Gay Street

1077 Celestial Street, Suite 110 P.0. Box 1008

Cincintiati, Ohio 45202-1629 Columbus, Ohio 43216-1008
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Todd M. Smith

Utility Workers Union Of America
Local G555

616 Penton Media Building

1300 East Ninth Street

Cleveland, Ohio 44114

Robert J. Triozzi

Julia Kurdila

Steven L Beeler
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Cleveland City hall

601 Lakeside Avenue, Room 206
Cleveland, Ohio 44114-1077

W. Jonathan Airey

Gregory D. Russell

Ohio Oil & Gas Association
52 Bast Gay Street

P.O. Box 1008

Colurnbus, Ohio 43216-1008

David Rinebolt

Colleen Mooney

Ohio Partners for Affordable Energy
P.O. Box 1793
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF 010 2094 13 Py 51 0
In the Matter of the Application of The PUCo
East Ohio Gas Company d/b/s Dominlon Case No. 07-829-GA-AIR
East Ohio for Authority to Imcrease Rates '
for its Gas Distribution Service.

In the Matter of the Appiication of The
East Okie Gas Campany d/b/a Deminion Case No. 07-830-GA-ALT
East Ohio for Approval of an Alternative
Rate Plan for its Gas Distribution Service

In the Matter of the Application of The
East Qhio Gas Compaay d/b/a Dominion Carse No. 07-831-GA-AAM
East Obio for Approval to Change
Accounting Methods

In the Matter of the Application of The
East Ohio Gua Company d/b/a Deminion
East Ohjo for Approval of Tariffs to
Recover Certaim Costy Associated with a Case No. 08-169-GA-ALT
Pipeline [nfrasiracture Replacement
Program Through an Antomatic
Adjustment Clanse, And for Certain
Accounting Treatment

Ix the Matter of the Application of The
East Obio Gas Company d/Wa Dominjon
East Ohio for Approval of Tariffa to ‘
Recaver Certain Coats Asyecinted with Case Na. 06-1453-GA-UNC
Automited Meter Reading Deployment
Through an Automatic Adjustment Clanse,
and for Certain Accownting Treatment

REPORT AND RECOMMENDATION
OF THE EAST OHIO GAS COMPANY
D/B/A DOMINION EAST OHIO

In accordance with the Stipulation and Recommendation filed in the above-capticned
cases on August 22, 2008 (“Stipulation”), and the October 15, 2008 Opinior and Order
(“Order™), the Fast Ohio Cas Company d/b/a Dominion East Ohio (“DEQ”) submits the

This &= &0 cortlfr vank the loagog apnztiving are an
gumiyoba g Coomeilies gawerrdneidon af a s fila
Glégaer L telifeomg S5 rhe Togllisrs coisre of buoloess,
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following report and recommencdation, as well as the attached updated ooétvoilservice study,
consisting of the following documents:
~ Updated Ciass Cost of Service Study (Year 2 Rates)
-Q Attachment 1: Rate of Retum Comparison
— Attachment 2; Cost of Service Summary (Year | Rates)
- — Aftachment 3: Costof Service Summary (Year 3 Rates)

— Attachment 4: Peak Day & Storage Utilization Details

BackcrouNg

In the Stipulation, DEO agreed to “evaluate the feasibility of separating the residestial
and non-residential GSS/ECTS classes for purposes of rate design and [to] shave with the
Signatory Parties the results of the feasibility study before including in its next hase rate
application a class cost of service study that separately assesses those classes.” (Stip.,, 1 3.R.)

In the Order, the_Commissipn epproved the Stipulation and required DEQ to submit an
updated cost-of-service study. DEQ is to “subrmit a report and recotmendation regarding
whethet the GSS/ECTS classes are appropriately comprised of both residential and non-
residential customers or whether the clasaes should be split.” Oxder, p. 25, “[I]f the
recommendation is to split the classes,” DEQ is to provide “a recommended cosl allocation per
class.” Id. The purpose of the study is to aid the Commission in “establishing a process . . . to

determine . . . appropriate rates in year thres and beyond.” Jd

APPROACH TO CosT ALLOCATION

In accordance with the Stipulation and Order, DEO has updated its clags cost of service
study s follows. First, the figures have been adjusted to match those in the Staff Report, ss
revised by Staff foltowing the issuance of the December 19, 2008 Entry on Rehearing in this

COM1410855v2 2




case, These figures were adopted with two exceptions: (1) DEO used a difforent formula than
Staff for cstimating Gross Receipts Tax; and (2) the revenue increase generated by applying
approved year 2 rates to the fest-year volumes and customer counts resulted in $40,470,809,
which is $29,191 tess than that approved. |

Additionally, a3 requested, the GSS/ECTS class of customers has been broken into
residential and non-residential segments. By analyzing the E-4 schedules and supporting work
papers, DEO determined voluimetric, peak-day (consumption and storage utilization), and
customer-count information for both residential and non-residential customers within the
GSS/ECTS classes. In developing these files for the rate case, baseload and hesting degree day
factors were developed for cach rate class, and then for residential and non-residentinl. Updating
the study’s allocation factors provided insight into the cost to seM both the residential and non-
residential segments of the GSS/ECTS class of customers.

RESULTS OF THE UPDATED COST OF SERVICE STUDY

The original cast of service study performed in this case (updated by the inclusion of a
residential/non-residential split of the GSS/ECTS rate clase) indicates that, within the GSS/ECTS
classes, pon-residential cusiomers were subsidizing residential customers as indicated by the
relative rates of return on rate base for each class {1.2., 5.16% for GSS residential and 6.79% for
GSS non-residential). This cross-subsidization of residential GSS customers would have
contined had the Commission spproved a continuation of traditional, volurnetric rate degign,

The rate design approved in this case, consisﬁngofaﬁss class that contains both
residential and non-residential customers, appears to aliminate this subsidization by non-
residential customers within the GSS/ECTS classes. As the mixed GSS class transitions to vear

3 rates, the reverse may begin to take place, as it appears residential customers will generate an

COL1410§55v2 k |




increasingly higher return on rate base, while it appears non-residential customers will generate
an increagingly lower return on rate base. (See Attachment 1.) This information suggests that a
more equitable assignment of costs within the GSS class may resukt from splitting the class into
residential and non-residential customers.

RECOMMENDED COST ALLOCATION PER CLASS

As noted, the Order directed DEO to reconumend a cost allocetion per class if it
recommended that the GS8 class be gplit into residential and non-residential segments, The
attached class cost of service schedules contain the recommended cost allogation under Year 2
rates. Because some costs such as customer service and information, sales, and PUCO and CCC
maintensnce expenses are allocated to customer classes on the basis of revenue, the final cost
allocation will be a function of the rate design authorized by the Com'miaainn. DEO
recommmends that the methodology employed in its average excess allocation model be utilized

once the Commission determines the appropriate rate design for DEQ’s GSS class,

Respectfully submitted,

JONES DAY

North Point, 901 Lakeside Avenus
Cleveland, Ohlo 44114
Telephone: (216) 586-3939
Facsimile: (216) 579-0212
dakutik@jonesday.com
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Andrew J. Campbell

JONES DAY

325 John H. McConnell Bivd., Suite 500
P. O. Box 165017

Columbus, Ohio 43216-5017

Telephone; (614) 469-3939

Facaimile: (614) 461-4198
ajcampbell(@jonesday.com

ATTORNEYS FOR THE EAST OHIO GAS
COMPANY D/B/A DOMINION EAST CHIO




CERTIFICATE OF SERVICE

I certify that a copy of the foregoing Report and Recommendation of The East Ohio Gas

Compeny d¢/b/a Dominion East Ohio was delivercd to the following persons by electronic mail

this 13th day of January, 2009.

Interstate Gas Supply, Inc.
John Bentine, Esq.

Mark Yurick, Esq.

Chester, Wilcox & Saxbe LLP
63 East State Street, Suite 1000
Columbus, OH 43215-421)
jbentine@cwslaw.com
myurick@ewslaw.com

Office of the Ohio Consumers’ Cﬁunsel

Joseph Serio, Eaq,

10 West Broad Street, Suite 1800
Columbux, OH 43215-1485
seriof@oce.state.oh.us

Chio Partners for Afforduble Energy
David Rinebolt, Esq.

P.O.Box 1793

Findlay, OH 45839-1793

drineboit@aol.com

UWUA Local G555

Todd M. Smith, Fsq.
Schwarzwald & McNair LLP
616 Penton Medig Building
1300 East Ninth Street
Cleveland, Ohia 44114

tsmith@amenlaw.com
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T. c@m"

The Neighbarhood Envirotimental Coalition,
The Empowerment Center of Greater
Cleveland, The Cleveland Housing Network,
and The Consumers for Fair Utility Rates
Joseph Meissner, Esq.

The Legal Aid Society of Clevelamxi

1223 Weat 6th Street

Cleveland, OH 44113

jpmeissni@lasclev.org
Dominion Retail

Barth E. Royer

33 Bouth Grant Avenue

Columbus, OH 43215-3927
barthroyer@aol.com

Stand Energy Corporation
John M. Dosker, Esq.

General Counsal
1077 Celestial Street, Suit® 110
Cincinnati, OH 45202-1629

Jdosker@istax-energy.com

Integrys Energy Services, Inc.

M. Howard Petricofl’

Stephen M. Howard

VORYS, SATER, SEYMOUR AND PEASE
LLP

52 East Guy Street

P.O. Box 1008

Columbus, Ohio 43216-1008

mhpetricoffi@vorys.com




The Ohio 01! & Gas Association

W, Jonathan Airey

VORYS, SATER, SEYMQUR AND PEASE
LLP

52 East Gay Stract

P.O. Box 1008

Columbus, Ohio 43216-1008

wjairey@ vssp.com

Stephen Reilly

Anne Hammerstein

Office of the Ohio Atlormey Generl
Public Utilitics Section

180 East Broad Street, Sth Floor
Columbus, Ohio 43215
stephen.reilly@puc. state,oh. us
anne. hammarstein@puc.state.ob.us

COL-1470855v2

Robert Triozzi

City of Cleveland

Cleveland City Hall

601 Lakeside Avenue, Room 206
Cleveland, Ohio 44114-1077
RTriozzi@city.cleveland.ch.us
SBeeler{@city.cleveland oh,us
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Dominlon East Ohio

ATTACHMENT 1: SUMMARY OF UPDATED COST OF SERVICE STUDY RESULTS

Table 1 Test Year Posi Rate Case
Retm on Rate Base Compatison Year {Rates | Year2Rates | Year 3 Rates”
|DEO: System Tetal 6.63% 848% 8.48% 8.48%
GES: Residential 5.18% 8.13% 8.74% 8.60%
GSS: Non-Rasidaniial B.79% 6.13% 3.23% 0.84%
@GS58: Combined 5.45% 7.785% 7.785% 7.785%
jLvess 121% 8.890% 8.89% 8.89%
laTs 13.32% 13.25% 13.25% 13.26%
DTS 5.51% 515% _5.15% 5.15%

* Proposed Year 3 rales wil comwncn 100% SFV role for all Tosl Year GSS/ECTS customens (@ §$19.46¢ustomanimontt:)

1/13/2009




RATE BASE
RATE OF RETURN - AT PROPOSED RATES

GROSS RECEIPTS TAX RIGER RATE

ATTACHMENT 2: Cost of Service Summary using Yaar T Ratos

THE BAST OHIO GAS COMRANY disia COMINON EAST DHIO
CADE 8. (THEL0-JA-AR

COST OF SENACE STUDY

Schaduls E-3
sSafd
YANreOmS: WS
GISECTS Deialn Rale Scinduia'Class

|_Bysm Total Residnniinl Non-realdeniiel Gs8ECTe { V388A VECTS GYLTAS DTSIOM-Sretom Swrege |
$354.504 400 2 462927 $38.538, 504 S20AZ1 457 $10.291.320 .nﬂ._ﬁqb& 912,980 247 10,231,420
$A3R BAD BN 2T 581,084 SUE, K08 £%4 $423. 207 468 $15.084.707 80 0 »
£34, 198 404 $21,908 630 90,194, 12 £78, 193,98 §14350% 33,738, 268 $431, 748 50
F1ILAM7H) 04, 123024 526,590,290 F20.74.274 $TATAEY $10,139, b0t »0 %0
$73,700,230 50,443,007 $12.268,001 $62.704.859 $2.807.831 S5 B4B 500 $2 040,430 . 801,842
SENTH00 EBA08.045 RLATTATA TR 2L e $HNTI6T 1038 209 Bs1012
1, 0685,008.507 S74A 122087 $181,884 007 . S928.007.804 2VIR.A082T 380,406,060 $1% 504,004 11,303,072
$438,802,868 $I77 GBL.O34 206,808 434 $423,257 488 B15.505.9%67 » 1] 50
34,198 404 $21.908.530 104,582 £28, 193,300 $1.833.656 $1,788 20K $231 148 #
$IBATHO 994.120,9M $24,500.300 5120, 714,224 97,516,515 $10,133.901 1) $0
$145,674 408 08 552 4 $17. 2500 [ 1038 TR R F- ] 45,804,704 $131.002. 833 7,512,387 $31.783 348
S4ADOR 074 80 432,720 020508 $41 858028 $6548,000 3,900,449 =2,300.403 995,198
SR0IN S50, 448007 $12 258,081 962,704,069 $2.607.8 $5.545.508 52,040 A90 50,52
I TNEFT B17,. 200,508 3452, 188 320,736,595 b2 Rrg) 32536004 $1,79 440 2558 8AR
$30.903.41H s23880. 084 Bon.es3 0071.027 Lo HHSAST 91743 L0870
S645.915,865 571,122,308 $170,3%,073 $BI1A452459 £94,.654, 895 $40,137.20% $44, 208,600 0 083 &
STRH1BT2D 7,001,480 $11 453 905 NS 4TS 157578 $21.362.8%50 SAE05.494 34.5%0.570
51,404, 734,309 97,048,050 190,478, 735 $1.086,120.825 34,729,750 181,216,262 504,240,673 =2141,780

B.48% 2.13% 1% T.788% AB80% 328 5.45% 2t15%

4 004%




ATTACHMENT 3 g~1§§§§§§<o!uEA§= 100% SFV Rata for gl GSS/ECTS customers)

RATE $ASE
RATE OF RETURM - AT PROPOSED RATED

GROBS RECEIPTS TAX RIDER RATE

THE ZAST OHD) BAS CURPANT dble PUFIRON EAST OHID
CANE NO. 07-0RR0-GA-AM

LOET OF SEROACE XTUOY
Sehaikis Ea2
Page Sl 16
Winess: T Amdrows
GUAECTS Datalie - Rais SchedulClass
[ Systam Tolsl Rgmiduntial Non-reaidentist GBE/ECTS _LVYGSEAVECTA GTSTES
$3I54, 450,281 2261970365 $10.470. 485 3280418850 $10,291,320 30,487 045 $13.963 247 $10 321,429
$438 BUZ AR SNI7 £51,084 $65,826,434 B423,207 A58 16,605,397 0 0 30
£, 108 and £ 808,620 £5.164 882 $28, 183,302 $1,855458 $3,738 288 $4£21, 148 $0
$138.424,730 04,123,824 $26.590,300 S1207 4,224 278518 $90,133.991 0 50
£73. 700,018 $5¢. 302000 $11,312. 157 $82 700 857 52,607,691 #5848 503 52.040.400 3501 %2
RA.N7.000 38460645 227797 S5 R0 0.7 RoRI - ANAE
$1,085.03.787 ¥Fe5.562.997 $160.440,117 SER6.03, 114 334830407 $69.499.959 $1%.500 004 $11,393,572
$438, 852,055 327581, 305,820,404 8423207 460 $15,665,397 %0 o} 0
M, 198,464 $21 9546830 $6.194. 082 $28 483,382 $1,535,455 £3. 798 208 S, 148 30
$130 42,730 94,123,924 326,990,300 $120.TH. 24 $raTes1s $10,133,981 0 0
145,674,008 299,905,383 $17,085738 MIT5M, 121 $3,004, 708 $12,002.696 $7.512.296 3,783, 47
S4E.900.0T4 SINASLTID $5,222 308 41,0050 $O48,000 3,008 400 £2.303.400 $05,190
$73, 700,018 $51,392.400 $11,312,157 P01 704 867 52807451 25,045,500 $2,040,490 801,532
. T 577 $17.300.224 $3.480,100 £20,795 X4 708,772 &2, 5035, 906 $1,720.410 50,558
¥ K £30.701,958 st G2 400 E28 080 418 A0 £5700m Y 7o ik 2L002.970
$043 915,042 WTIAR2 272 $162,018,357 i, 80,620 $34,084, 007 40,137 312 314,004,801 88 663,603
§119.118.725 $38,130,725 {31,570,240) $84, 552 408 £.675.7%0 51302647 $4.805 453 $4,530,370
1,404 734,500 $897.648,000 S1EDATE T $1.006.120.825 $44,729,750 161,216,202 B91,.290573 1,421,700
0.48% o.50% 0.84% 7 TSR 8.89% 13.2%% BIE% 29.15%
404
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