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INTRODUCTION
On October 3, 2011, Columbia Gas of Ohio, Inc. (“Columbia”) filed an Application for Authority to Implement a Capital Expenditure Program and for Approval to Change Accounting Methods (“Application”) in the dockets listed above. Columbia is seeking the Commission’s approval to create a capital expenditure program (“CEP”) for the period from October 1, 2011, through December 31, 2012, and associated deferral authority (“accounting treatment”) retroactive to October 1, 2011.
On January 27, 2012, the Commission granted motions to intervene by Office of the Ohio Consumers’ Counsel (“OCC”) and Ohio Partners for Affordable Energy (“OPAE”). On February 17, 2012, Commission Staff, the OCC, and OPAE filed initial comments. On February 27, 2012, Staff, the OCC, OPAE, and Columbia filed reply comments. In its January 27th Entry, the Commission stated that it would later “determine what further process may be necessary following the receipt of the comments and reply comments[.]”[footnoteRef:1] Columbia now respectfully submits these supplemental reply comments. [1:  Entry at 3.] 

SUPPLEMENTAL RESPONSE TO STAFF COMMENTS
The Impact of Incremental Revenue Should Be Properly Recognized
In its initial comments, Staff recommended that “[t]he revenue generated by net increases in the customer count over the [customer count used in the 2008 Rate Case as a] baseline [sh]ould be subtracted from the Total Monthly CEP regulatory asset prior to recording the deferral in order to prevent double recovery of the PISCC, deprec[i]ation and property tax expenses.”[footnoteRef:2] In particular, Staff recommended multiplying any net increase in customer accounts by only “the cost portion of the rate” for each particular class of customers.[footnoteRef:3] In its reply comments, Staff then laid out a specific process for determining incremental revenue.[footnoteRef:4] Staff further recommended that “other revenues directly attributable to program investment” be subtracted from the CEP regulatory asset, to the extent that the CEP generates other revenue streams from sources other than additional customers.[footnoteRef:5]  [2:  Staff Initial Comments at 10-11.]  [3:  Id. at 11.]  [4:  Staff Reply Comments at 6.]  [5:  Staff Initial Comments at 10.] 

Columbia reiterates its agreement with Staff’s proposal to calculate incremental revenue through the multiplication of any net increase in customer accounts by the cost portion of the rate for each customer class.
Monthly Deferred PISCC Would Be Net of Depreciation
In its initial comments, Staff opined that the Plant Additions component of the monthly deferred Post-In-Service Carrying Charges (“PISCC”) should be net of accumulated depreciation, so as to prevent Columbia from collecting carrying costs on a deferred expense.[footnoteRef:6] Columbia, in its reply comments, argued that Staff’s position was inconsistent with Columbia’s recovery of PISCC in its annual Infrastructure Replacement Program (“IRP”) filings and with the language of Rev. Code § 4929.111(D).[footnoteRef:7] [6:  Staff Initial Comments at 11.]  [7:  Columbia Reply Comments at 3.] 

Upon further consideration, Columbia agrees with Staff that the Plant Additions component of the monthly deferred PISCC may be determined net of accumulated depreciation. 
Monthly Deferred PISCC Would Be Net of Retirements Related to Incremental Capital Expenditures
In its Reply Comments, Staff joined with the OCC in arguing that the Plant Additions component of the monthly deferred PISCC also should be net of retirements for plant replaced under the CEP. OCC had argued, and Staff agreed, that netting retirements out of the PISCC calculation was consistent with past Commission holdings and would prevent Columbia from recovering PISCC on an overstated plant balance.[footnoteRef:8] Columbia disagreed, noting that PISCC is calculated on the basis of gross plant additions in Columbia’s IRP cases and that OCC’s comments cited to stipulation provisions from other proceedings, which are not admissible in this proceeding.[footnoteRef:9]  [8:  Staff Reply Comments at 3-4.]  [9:  Columbia Reply Comments at 7.] 

Upon further consideration of Staff’s and OCC’s comments, Columbia agrees that the Plant Additions component of the monthly deferred PISCC may be calculated on net plant additions. Net plant additions may be calculated as gross plant, less retirements and less depreciation in this proceeding. 
To be clear, because the gross plant balance will include only those incremental capital investments associated with the CEP, only those retirements associated with making the incremental capital investments would be included in calculating the net plant balance on which to apply the deferral. Put differently, the only retirements Columbia would consider when netting the gross plant balance would be those retirements brought about as a result of the incremental CEP investments, not all retirements. 
Monthly Deferral of Depreciation and Property Taxes Related to Incremental Capital Expenditures
[bookmark: _GoBack]Columbia agrees that monthly deferred depreciation and property taxes should be calculated in accordance with the formulas set forth in Staff’s February 17, 2012 comments filed in these dockets.
Columbia Would File Annual Informational Reports	
In its initial comments, Staff recommended that Columbia should make annual filings, each March 15th, “detail[ing] the monthly CEP capital investments and the calculations used to determine the deferred amounts to be recorded” for the prior year and providing “a capital budget for the upcoming year[.]”[footnoteRef:10] Originally, Columbia did not address this recommendation in its reply comments.  [10:  Staff Initial Comments at 13.] 

Columbia now accepts Staff’s proposal, with the following minor change. Columbia would recommend that the reporting date for these annual informational filings be April 30, rather than March 15. In mid-March, Columbia’s accounting staff is tied up with the year-end closing of the company’s books and the support of Columbia’s annual IRP filing. With that change, Columbia would agree to Staff’s proposal that Columbia file annual reports detailing the company’s CEP capital investments and associated deferrals.
Columbia Would Limit The Duration Of Its Deferrals
In its initial comments, OCC suggests that the deferrals associated with Columbia’s CEP program should be limited to “the date of new base rates going into effect or December 31, 2014, whichever date comes first[.]” OCC explained that imposing “a reasonable time limit for the deferrals” would ensure “that they do not grow to unreasonable levels.”[footnoteRef:11] Staff, in its reply comments, agreed with OCC’s suggestion.[footnoteRef:12] Columbia opposed OCC and Staff’s suggestion, reasoning that the deferrals it is seeking will have minimal impacts on customer rates because they will be recovered over the life of the asset. Columbia further commented that OCC and Staff’s suggestion would simply lead to additional rate case filings. Finally, Columbia noted that the applicable statute, Rev. Code § 4929.111, does not impose any limitations on CEP deferrals.[footnoteRef:13] [11:  OCC Initial Comments at 12.]  [12:  Staff Reply Comments at 2-3.]  [13:  Columbia Reply Comments at 9-10.] 

Columbia remains opposed to imposing any specific time limit on filing an application to recover the deferred regulatory asset, for the reasons expressed in its reply comments. Nonetheless, Columbia is willing to accept a deferral limit that more directly addresses OCC and Staff’s concern that a “protacted [deferral] * * * could result in rate shock for customers when the deferrals are ultimately included [in] rates[.]”[footnoteRef:14] Accordingly, Columbia would propose that the deferrals under its CEP be allowed to accrue until the impact from those deferrals on the rates for Columbia’s Small General Service (“SGS”) customers would exceed $1.50/month. By tying the deferral to this specific rate impact threshold, Columbia would avoid the “rate shock” that is at the root of OCC and Staff’s concerns.  [14:  Staff Reply Comments at 3.] 

CONCLUSION
For the reasons stated in Columbia’s Application, and with the compromises and modifications proposed in these Supplemental Reply Comments, Columbia respectfully requests that the Commission approve its Application filed in this docket.
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