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COMMENTS
BY
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL
I.
INTRODUCTION

The Office of the Ohio Consumers’ Counsel (“OCC”) file these Comments to recommend ways that Ohio consumers should be protected with regard to Utility proposals for collecting hundreds of millions of dollars from Ohio customers to pay for pipeline replacement. 
On July 2, 2013, Vectren Energy Delivery of Ohio, Inc. (“Vectren,” or “Utility”) filed its Notice of Intent to File an Application (“Original PFN”) in this proceeding.  In that filing, Vectren asked the Public Utilities Commission of Ohio (“PUCO” or “Commission”) to extend and expand the scope of the Distribution Replacement Rider (“DRR”) initially approved in Case No. 07-1081-GA-ALT as an alternative regulation plan pursuant to R.C. 4929.05.
  

On August 22, 2013, Vectren filed its Application (“Application”).  In that filing, Vectren asked the Commission to approve the extension of the DRR for another 5 years (recovery from customers for investments incurred during 2013 through 2017).
   Vectren also proposes to significantly expand the scope of the DRR to include:

· continued replacement/retirement of bare steel and cast iron (“BS/CI”) mains and bare steel service lines, while accelerating the pace of replacement such that all targeted pipe has been replaced by the end of 2023 (as compared to the current pace of replacement which targets completion by the end of 2028);

· replacement and retirement of ineffectively coated steel infrastructure;

· replacement and retirement of obsolete pipe and appurtenances and vintage plastic pipe when done in conjunction with a BS/CI replacement project;

· non-reimbursable portion of any projects that require the replacement, retirement, or relocation of existing infrastructure as a result of a public works project when a majority of the infrastructure replaced is BS/CI; and 

· the cost of continued assumption of responsibility by Vectren for all service lines (including assumption of ownership of customer-owned service lines upon replacement) with clarification of the recoverable amount of such costs going forward
OCC intervened on September 13, 2013.  

On September 26, 2013, the Attorney Examiner established a procedural schedule that provided for the filing of Comments on October 30, 2013, and Reply Comments on November 13, 2013.  OCC files its Comments in accordance with the Attorney Examiner’s Entry. 

II.
COMMENTS
OCC’s Comments are arranged around the following arguments: 1) The Utility has not supported its request to extend and expand the DRR program with evidence that the DRR program is responding to or is addressing an imminent and verifiable safety threat, and therefore, a five-year extension of this program is not warranted; 2) in the event the Commission determines an extension of the DRR is appropriate (despite the  lack of evidence that the DRR is responding to or is addressing an imminent and verifiable safety threat), then any PUCO decision regarding extending the DRR should be made in conjunction with OCC’s proposed program modifications.  
A.
The Infrastructure Replacement Program Report, Prepared By the Utility, Fails To Support a Five-Year Extension of the DRR.

The PUCO should not extend the DRR for an additional five-year period.  The Utility has failed to provide evidence that supports the requested extension.  The stated purpose of the Vectren DRR Program is centered on system safety and reliability.  The Utility stated in its Application:  “[t]he purpose of the program continues to be to improve the safety and reliability of service due to the propensity of increased instances of leakage on bare-steel and cast-iron assets when compared to assets composed of other materials such as plastic and coated steel.”
  Vectren’s statement is not supported by any data or evidence that quantifies the benefits of the program, or in the alternative, the risks associated with eliminating or slowing the Utility’s annual investments into the DRR.  The DRR ultimately is a cost recovery mechanism, and does not guarantee safety or reliability, and is not the exclusive cost recovery mechanism available to the Utility.    
Not only does Vectren fail to demonstrate the benefits of the DRR program, but the Utility also fails to demonstrate that that there would be any imminent harm to customer safety if the program is ended.  In a recent ruling, the Ohio Supreme Court determined that there needed to be imminent and verifiable harm before the utility could take action.  In In re Complaint of Cameron Creek Apartments, 2013 –Ohio – 3705 (April 10, 2013), the Court stated: 

Thus, as to the question of retrofitting, the commission found that Columbia could not threaten to disconnect service and force Cameron Creek to conform to current NFG Code requirements based merely on a potential safety hazard.

The Cameron Creek case is illuminating, because Vectren has identified no imminent or verifiable harm to customer safety if the DRR program is not extended or expanded.

Rather the Utility stated in the testimony of James Francis: “[Vectren] expects to continue to experience improved service reliability and safety through the reduction of leakage and the replacement or retirement of the mains and service lines that contribute most to system leaks.”(Emphasis added.) 
 “Specifically, replacement projects have allowed [Vectren] to eliminate 435 active leaks, as well as an estimated 105 new leaks annually that would have reasonably been expected to occur had the targeted mains and service lines not been retired.”
  However, there is no discussion in Mr. Francis’ testimony of the seriousness of the leaks or the prioritization that would have been employed to repair such leaks, or to what extent an imminent safety issue existed in Vectren’s distribution system due to the presence of these leaks.  Furthermore, cost recovery from customers for these same replacement projects could be accomplished under traditional ratemaking.
In the Cameron Creek Apartment Case, Columbia Gas of Ohio, Inc. (“Columbia”) was unable to terminate service to an apartment complex for failure of the owners to retrofit each apartment to conform to the model code adopted by Columbia’s tariff.
  The Supreme Court of Ohio decided that Columbia had failed to provide evidence of an imminent and verifiable safety threat.  Similarly, in this case, Vectren has failed to provide evidence of an imminent or verifiable safety threat that warrants approving the 5-year extension.  In fact when asked if the Vectren distribution system is safe and reliable today, the Utility stated: “Yes”.
  Because the Utility maintains that its current distribution system is safe and reliable, it cannot by definition present imminent and verifiable harm.  Therefore, in order to meet its burden of proof, it is incumbent upon Vectren to demonstrate that an imminent and verifiable safety threat exists and the DRR Program is the most just and reasonable means to address that threat in order for the Commission to authorize the Utility to get accelerated cost recovery of the proposed $187 million in spending over the next five years.


Furthermore, in the Cameron Creek Apartment Case, the Supreme Court of Ohio decided that strict adherence to the National Fuel Gas (“NFG”) Code is not required and that other methods may be employed to ensure that dwellings achieve the “same level of safety espoused by the NFG Code.”
  The Court stated:  
The commission found that compliance with the NFG Code is a safe harbor for customers, but that compliance cannot be compelled if it is “economically or practically unreasonable.” Moreover, the order is clear that Columbia may not force extensive retrofitting of dwellings based solely on a violation of the NFG Code. Columbia can require retrofits that are necessary to ensure a reasonable margin of safety, but only if the customer cannot show compliance with the NFG Code or a specifically engineered solution that complies with the local building code and is supported by a professional engineering verification of adequacy.

Historically, the Utility has had responsibility for undertaking its capital projects and replacing facilities as necessary in order to provide safe and reliable service for its customers and to recover from customers only prudently incurred costs through the rate case process.
  In response to OCC discovery the Utility stated:

Vectren’s provision of service and its monitoring and maintenance of its natural gas distribution system are subject to various laws and regulations promulgated by state and federal governments, and its practices regarding safety and reliability are subject to state and federal supervision and regulation.  To the best of its knowledge, Vectren is providing service in compliance with these laws and regulations, and it continues to seek funding of proactive investment in its system to ensure the continued provision of safe and reliable service.

However, the mechanism that the Utility chooses to collect costs from its customers is not determinative of whether the distribution system is safer or more reliable.  There are alternative methods for collecting infrastructure replacement costs from Vectren’s customers, but the safety and reliability of the Utility’s distribution system is based upon Vectren’s “monitoring and maintenance of its distribution system”
 and is not dependent on any one collection method.  
The DRR is a very generous rate mechanism that provides timely cost recovery for the utility.  However, traditional ratemaking
 is an alternative available to the Utility, and provides an adequate mechanism for cost recovery to address pipeline replacement expenditures.  

Vectren has also noted there are operational benefits that the DRR has provided.
  However, those benefits seem to come at a high price for customers.  Vectren estimates that its investment in the DRR over the next 5 years will be approximately $187 million.
  The O&M Savings that are anticipated due to the safety and operational improvements are roughly $1.1 million.
  Thus, there is a significant disparity between the program costs and the quantifiable O&M Savings that are derived from the DRR investment – especially when compared to the first accelerated infrastructure replacement program for Duke Energy of Ohio which produced $8.5 million in savings over the first five years.
  Assuming arguendo that the $187 million DRR investment provides benefits; however, comparing the O&M savings under a cost/benefit analysis does not justify that level of spending.  
Finally, Vectren alleged that the DRR Program provides a benefit in addressing federal pipeline safety regulations.  James Francis stated:  

Moreover, since approval of the Replacement Program, federal pipeline safety regulations have continued to evolve. In 2009, pursuant to the Pipeline Inspection, Protection Enforcement and Safety Act of 2006, the DOT’s Pipeline and Hazardous Materials and Safety Administration (“PHMSA”) issued its Distribution Integrity Management Rules (“DIMP Rules”). The DIMP Rules require each LDC to implement a risk modeling program that (1) evaluates data related to the nature of its facilities and the potential risks thereto and (2) ranks and prioritizes those risks and the mitigating actions that can be undertaken to address them. Through its Distribution Integrity Management Program (“DIMP”), [Vectren] has identified that the Replacement Program is the most appropriate risk mitigation activity to address and remediate the most significant threats associated with the BS/CI assets.

Mr. Francis stated that the DRR is the most appropriate risk mitigation activity, but that general statement is not supported by evidence of what other risk mitigation options were considered and rejected, and the costs of such alternatives.  Furthermore, the scope of the proposed DRR Program involves significant expansion of the program to include the replacement of assets other than just the cast iron and bare steel pipelines that are the focus of the federal regulations.  

Because Vectren has failed to provide evidence of an imminent or verifiable safety threat, and the DRR is not the exclusive cost recovery mechanism available to the Utility; the DRR Program should not be authorized for a 5-year extension and expansion. 
B.
Should the Commission Decide To Extend the DRR, Then The Commission Should Approve the DRR With Certain Modifications To The Existing Program.
1.
The Proposed O&M Cost Savings Calculation Should Be Modified.
In its Application, Vectren is proposing that costs collected from customers through the DRR continue to be offset by Operations and Maintenance (“O&M”) savings.
  However, the Utility proposes a new methodology in which it would: 1) Carry forward as an ongoing annual credit the actual O&M savings in 2012 of $274,919; and 2) Apply a credit of $4,500 per mile of Bare Steel and Cast Iron main retired beginning in 2013.
  The existing methodology compares the O&M Expenses in any given program year to a 2007 baseline of actual O&M Expenses set in Vectren’s last base rate case.
 
The Utility further describes its proposed methodology for determining O&M savings in the Testimony of James Francis where he estimates that Vectren will achieve $225,000 in annual incremental savings associated with the Replacement Program in 2013, growing to an estimated $1,125,000 of savings in 2017 (over 5 years).
  According to Mr. Francis, this would equal approximately $4,500 of annual cost savings per mile of BS/CI retired.  Vectren would also forward the 2012 O&M savings amount of $274,919 as a part of the total O&M Savings.
  According to the calculation of the O&M savings in witness Francis’ testimony, the total estimated amount of BS/CI O&M savings would be $1,399,919 (($225,000 x 5 years = $1,125,000) + $274,919 = $1,399,919).
  
OCC disagrees with Vectren’s proposed methodology.  As a more balanced alternative for calculating O&M Savings, OCC proposes using the actual O&M Savings amounts from the four previous DRR filings.  Reliance on actual data produces  a cost savings per mile of $11,032 instead of the $4,500 per mile that the Utility has proposed.  See OCC Exhibit No. 1.  Also, instead of using 50 miles of BS/CI main replaced that Vectren used, in part, to develop the $225,000 estimated annual savings amount, OCC recommends that 53.6 miles be used as the target amount of BS/CI main replaced per year.  In testimony attached to its Application, the Utility indicated that it had 590 miles of BS/CI main left to replace.
  Dividing this amount by the 11 years left in the Replacement Program would result in an average BS/CI main replacement rate of 53.6 miles per year.

OCC determined the total O&M Savings from 2013 to 2017 by multiplying the 53.6 miles times the $11,000 cost savings per mile to arrive at a total cost savings per year of $589,600.  This number compares to the $225,000 cost savings per year set forth on page 23 of James Francis’ testimony.  OCC then multiplied the cost savings per year of $589,600 times the five-year DRR collection period proposed by Vectren
 to arrive at the total cost savings of $2,948,000 over the five-year period.  This number compares to the $1,125,000 total cost savings set forth in James Francis’ testimony.
  Finally, adding on the $274,919 credit for year 2012
 brings the total cost savings passed back to customers to $3,222,919, over the five-year DRR collection period.  Although not stated in the Application or testimony, the total cost savings estimate proposed by Vectren, would be $1,399,919 over the five-year period ($1,125,000 + $274,919).
  OCC’s recommended calculation, as shown on OCC Exhibit No. 2, would generate an additional $1,823,000 in savings passed back to customers over the five-year DRR collection period, and would more fairly balance the cost of the program with actual benefits for customers.  
Finally, OCC also recommends that a guaranteed minimum level of O&M Savings be established for each Program Year.  In previous infrastructure replacement rider cases filed by Duke Energy of Ohio Inc., Dominion East Ohio and Columbia Gas of Ohio, Inc., the Commission has approved the concept of a guaranteed minimum level of O&M savings.
  OCC recommends that, if, in any Program Year, the actual O&M Savings (using the existing methodology comparing the O&M Expenses in any given program year to a 2007 baseline of actual O&M Expenses set in Vectren’s last base rate case.
) would be greater than the amount as proposed in OCC Exhibit No. 2, the larger amount should be deducted from the revenue requirement calculated for that year.  For example, for Program Year 2013, if the actual O&M Savings for that year is $900,000 - - that is the amount that should be deducted from the revenue requirement instead of $864,519 as shown on OCC Exhibit No. 2.  On the other hand, if, for example, the actual O&M Savings for Program Year 2016 is $500,000 - - the greater amount of $589,600 as proposed by OCC on OCC Exhibit No. 2 should be used to reduce the revenue requirement for that year.
2.
Replacement of Obsolete Pipe and Appurtenances Should Be Excluded from the DRR Program.
Included in Vectren’s Application is the proposal to expand the DRR to include collection from customers of the costs for the replacement of obsolete pipe and appurtenances.  The Application states:

[Vectren] also proposes to expand the Replacement Program to include the replacement of obsolete pipe and appurtenances. This category refers to pipelines and system components for which replacement parts and related materials are no longer available. For this reason, leak or damage repair materials must be custom fabricated, resulting in a high cost to repair, inefficient and extended repair times, and increased risk of reoccurrence of leaks or leakage migration.  Common obsolete appurtenances include regulators; regulator-station components; non-standard steel pipe, including non-standard sizes and material grades; and pipe processed with nonstandard manufacturing processes.

The Utility has failed to demonstrate that there are safety and reliability issues surrounding these facilities that sufficiently warrant the inclusion of these facilities in the DRR.   Instead the Utility should use the option of recovering these costs through traditional ratemaking.
  Therefore, the DRR should not be expanded to include the collection from customers for the replacement of obsolete pipe and appurtenances.
3.
Inclusion of Interspersed Plastic Pipe in the DRR Program Should Be Limited.

Vectren has also proposed to expand the DRR to include collection from customers of all costs associated with pipeline replacements of plastic pipe interspersed within the DRR project.  The interspersed sections of plastic pipe should only be recoverable through the DRR as long as any interspersed section of plastic pipe associated with the replacement in a specific project is more economical to replace than to attempt to tie into the existing sections of pipe.  However, Vectren has failed to perform a study or other analysis to determine what constitutes the length of a segment of plastic pipe that is more economical to replace rather than leave it in the ground and tie the new pipe into it.
  In the Columbia Gas of Ohio, Inc. Infrastructure Replacement Program extension case, a metric was agreed upon that established the economical replacement point.
  That same metric should be used in this case for the determination of what constitutes economical to replace, unless Vectren can provide support for another metric.  The following should be the agreed upon metric that determines whether the replacement cost of interspersed plastic pipe should be included in the DRR and collected from customers:


For 8 inch plastic pipe – less than or equal to 205 feet,


For 6 inch plastic pipe – less than or equal to 250 feet,


For 4 inch plastic pipe – less than or equal to 365 feet, and 


For 2 inch plastic pipe – less than or equal to 435 feet.


Therefore, if the Utility is replacing a two inch line, for example, and there is an interspersed section of plastic pipe of 435 feet or less, then the Utility can replace that interspersed section of plastic pipe as part of the DRR Program, and collect those replacement costs from customers.  However, if the interspersed section is longer than 435 feet, then the Utility must tie into the interspersed section or not recover the costs of the plastic pipe as part of the DRR Program.  

4.
Inclusion of Vintage Plastic Pipe in the DRR Should Be Limited.
Vectren is also proposing to expand the DRR program to include the collection from customers for costs associated with the replacement of vintage plastic pipe that, according to Vectren, is susceptible to “cracking and leaking.”
  However, the inclusion of such vintage plastic pipe should be limited to no more than 1% of the total feet of pipe replaced through the DRR program in any one year.
  Vectren has not presented any documentation to show that there is any imminent or verifiable threat from this vintage plastic pipeline.  Moreover, the DRR was initiated as a cast iron and bare steel program.  Therefore, the expansion of the program to include plastic pipe for replacement as part of the DRR program should be on a limited basis.
5.
Inclusion of Non-Reimbursed Public Works Projects in the DRR Program should be Limited.
Vectren is also attempting to expand the DRR program to include collection from customers for costs associated with non-reimbursed public works projects.  The Utility offered no evidence to indicate that exclusion of such projects from the DRR will result in an imminent or verifiable safety threat to customers.  The types of such projects that qualify for cost recovery through the DRR must be defined and limited to projects that are relocations where the Utility is in a public right-of-way, and is required to relocate its facilities at the government’s request.  In addition, any recovery of costs through the DRR associated with governmental relocation projects should be limited to those projects where such relocation includes 25% plastic, or less.
  
6.
If acceleration of the DRR Program is not successful, then the Utility should be held accountable to its Customers.  
In its Application, Vectren is proposing to further accelerate the DRR Program so that it will be completed in 15 years rather than 20 years as originally proposed.
  In its original application, Vectren reported 708 miles of BS/CI infrastructure to be replaced.
  In order to complete the DRR Program in 20 years, Vectren would on average need to replace approximately 35 miles per year.
  Therefore, during the first 5 years of the DRR (2008-2012), Vectren should have replaced 177 miles to keep on pace to complete the DRR Program in 20 years.
  However, through 2013, Vectren projects it has replaced only 154.4 miles or 22.6 miles under the average necessary to complete the DRR Program in 20 years.

Despite the fact that during the first five years of the DRR Program, Vectren has not replaced its pipeline at the pace required to finish in 20 years, in this Application, Vectren intends to increase the pace of replacement to enable completion of the Replacement Program by the end of 2023, or 15 years.
 Vectren’s original application contemplated completion by 2028.
  If the Commission authorizes the extension of the DRR for an additional five-year period in this case (which it should not), then the PUCO should provide protections for Vectren’s consumers in the event the Utility does not maintain an appropriate pace to complete the DRR as scheduled.  

Vectren has 590 miles remaining of BS/CI infrastructure to replace over the next 11 years.
  In order to complete the DRR by 2023, Vectren would need to replace on average 53.6 miles per year.
  Therefore, by December 31, 2017, Vectren should have replaced an additional 268 miles of BS/CI infrastructure, for a total of 422.4 miles.

To the extent that Vectren has replaced less than 422.4 miles
 of this pipe by December 31, 2017, the costs of the replacement of such shortfall (i.e., 422.4 miles less the actual miles replaced) may not ever be recovered from customers through the DRR mechanism.  The costs of such shortfall should be determined based on the average cost of the pipeline replacements during calendar year 2017.
7.
Collection of Costs Related to Analysis of Coated Steel Lines Should be Limited.

In its Application, Vectren proposes to expand the DRR program to allow for the collection from customers of costs for replacing sections of steel pipe found to be ineffectively-coated.
  Vectren is also proposing to include the costs associated with the analysis that identifies such projects.
  In response to an OCC Interrogatory, the Utility states that it has more than 2,000 miles of pre-1971 coated steel pipe.  However, the Utility has not yet determined the number of miles of steel lines that are ineffectively coated.
  Thus, Vectren’s proposal to include steel pipe that might be ineffectively coated is premature and does not meet the imminent and verifiable standard from the Cameron Creek Apartment Case.  Vectren estimates it will spend approximately $100,000 to $250,000 annually for personnel to perform this analysis.
  This cost is not a safety-related cost but rather an ongoing cost of being in the business of distributing natural gas to customers.  This cost should not be part of the DRR program.

Based on Vectren’s estimate, over the next five years of the Replacement Program (2013-2017), the cost for analyzing coated steel pipe could range from $500,000 to $1,250,000.
  In the Application, Application Exhibits and Testimony filed in this case, it is unclear if the Utility is requesting collection through the DRR of the cost of the analysis of all coated steel pipe or only the cost of the analysis related to sections of coated steel pipe that were found to be ineffectively coated.  The Commission Order in the Dominion East Ohio case to modify its Pipeline Infrastructure Replacement Program approved “the cost of testing any segment found to be effectively coated shall not be included under the [Pipeline Infrastructure Replacement] charge.”
  

The Commission Order in the Columbia Gas of Ohio, Inc. Alternative Form of Regulation case stated that “the cost of testing any segment found to be effectively coated shall not be included in Rider [Infrastructure Replacement Rider].”
  Hence, the OCC recommends that the Utility only be allowed to collect through the DRR the cost of the analysis that identifies sections of coated steel pipe that are ineffectively coated.  Over the extended five-year period of the Vectren Replacement Program, this action could prevent customers from being charged between $500,000 and $1,250,000 through the DRR if no ineffectively coated steel pipe is discovered.

8.
Vectren Has Over-stated the Rate Caps.
In its Application, Vectren proposes the monthly DRR charges for Residential and Group 1 General Service customers be subject to certain rate caps.
  In its Application, Vectren provided no detailed explanation as to how the proposed caps in its Application were derived other than “they are directly related to the projected annual DRR revenue requirement and the proposed allocation of costs to be incurred under the expanded Replacement Program.
  These capped amounts are higher than the caps that Vectren provided in responses to OCC discovery.  
The capped amounts provided through discovery were a part of a complex calculation of the revenue requirement for each program year through 2017.
  A comparison of the as-filed and as-calculated caps are shown below:
Rider Recovery Period                                              Cap as filed        Cap as calculated
September 1, 2014 – August 31, 2015


$4.05

$3.96

September 1, 2015 – August 31, 2016


$5.45

$5.36

September 1, 2016 – August 31, 2017


$6.70

$6.68

September 1, 2017 – August 31, 2018


$8.00

$7.94

September 1, 2018 – August 31, 2019


$9.25

$9.15

Over the five-year extended DRR collection period, the difference in revenue collected from Residential and Group 1 General Service customers would be approximately $1,317,000 more using the rate caps in the Application. (See OCC Exhibit No. 3 attached).  OCC recommends that if the PUCO elects to extend and expand the DRR program, then the rate caps Vectren used in the detailed revenue requirement calculation (provided to OCC in discovery) be set for the 5- year DRR extension period.  There is more support for the Utility’s calculation and thus more validity in those rate caps rather than the unsupported rate caps proposed in Vectren’s Application.  Finally, any future reconciliation adjustments proposed by Vectren should not cause the change in Vectren’s residential customers in any year to be more than the rate caps that OCC recommends in Column A of OCC Exhibit No. 3 attached hereto. 
9.
A Distribution Rate Case Filing Should Be Required For Any Subsequent DRR Program Extensions.
In the event the Commission authorizes the extension of the DRR for an additional five-year period in this case, then any subsequent extension request filed by Vectren should be contingent upon the Utility filing such an extension request in conjunction with an application to review the Vectren’s distribution rates pursuant to R.C. 4909.18 and 4909.19.  

10.
Vectren Should Provide a Fuel Fund to Assist Customers at Risk for Disconnection.
In the event the Commission authorizes the extension of the DRR for an additional five-year period in this case, then OCC proposes that Vectren commit to fund, through shareholder contributions, a fuel fund for bill payment assistance for low-income and other residential customers at risk for disconnection in the amount of $250,000 provided annually as long as the base rates adopted in Case No. 07-1080-GA-AIR, et al. remain in effect.  A recent news article reported that: “one in six [Ohioans] lives in poverty.”
  Furthermore, the situation is getting worse in that “Ohio’s poverty rate increased by 3.2 percentage points, from 13.1 percent in 2007 to 16.3 percent in 2012.”
  A fuel fund would help Vectren’s customers at risk for service disconnection, maintain natural gas service during the winter heating season.  
III
Conclusion

Based upon OCC’s Comments above, the PUCO should decide that Vectren has not supported its request to extend and adjust the DRR program with evidence that the DRR program is responding to or is addressing an imminent and verifiable safety threat, and the DRR is not the exclusive cost recovery mechanism available to the Utility; therefore, Vectren has failed to meet its burden of proof that would support a five-year extension of this program.  However, in the event the PUCO determines an extension of the DRR is appropriate (despite the lack of evidence that the DRR is responding to or is addressing an imminent and verifiable 
safety threat), then any decision regarding extending the DRR should be made in conjunction with the OCC’s proposed program modifications outlined above.
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� Id.


� R.C. 4909.18.


� Testimony of James Francis at 9-10 (August 22, 2013).


� Testimony of James Francis at Exhibit No. JMF-9 (August 22, 2013).


� Testimony of James Francis at Exhibit No. JMF-10 (August 22, 2013). 


� In re Duke Rate Case, Case No. 07-589-GA-AIR, et al., Direct Testimony of Sandra Meyer at 22 (August 1, 2007).


� Testimony of James Francis at 11 (August 22, 2013). (Emphasis added).


� Application at 5.


� Id. at 5.


� In the Matter of the Application of Vectren Energy Delivery of Ohio, Inc. for Authority to Amend its Filed Tariffs to Increase Rates and Charges for Gas Service and Related Matters, Case No. 07-1080-GA-AIR et al.  Stipulation and Recommendation at 10 (September 8, 2008).


� Direct Testimony of James M. Francis.  Case No. 13-1571-GA-ALT.  Page 23, lines 6-9 (August 22, 2013).


� Id at 23 lines 17-19.


� Id at 23 lines 22-25.


� Direct Testimony of James M. Francis at 5, line5.  (443 miles of Bare Steel main plus 147 miles of Cast Iron main remaining in the system).


� Application at 3.  Vectren is proposing to replace all targeted pipe by the end of 2023.


� Application at 4.  The five-year collection period from September 1, 2014 to August 31, 2019 would collect DRR costs for Program Years 2013 through 2017.


� Direct Testimony of James M. Francis at 23.


� Id. 


� Id.


� In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East Ohio for Approval to Modify and Further Accelerate its Pipeline Infrastructure Replacement Program and to Recover the Associated Costs.  Case No. 11-2401-GA-ALT.  Opinion and Order at 6-7. (August 3, 2011).  In the Matter of the Application of Duke Energy Ohio, Inc. for an Adjustment to Rider AMRP Rates.  Case No. 09-1849-GA-RDR.  Opinion and Order at 5.  (April 28, 2010).  In the Matter of the Application of Columbia Gas of Ohio, Inc., for Approval of an Alternative Form of Regulation.  Case No. 11-5515-GA-ALT.  Opinion and Order at 7-8.  (November 28, 2012).


� In the Matter of the Application of Vectren Energy Delivery of Ohio, Inc. for Authority to Amend its Filed Tariffs to Increase Rates and Charges for Gas Service and Related Matters, Case No. 07-1080-GA-AIR et al.  Stipulation and Recommendation at 10 (September 8, 2008).


� Application at Alternative Rate Plan Exhibits page 3 (August 22, 2013).


� R.C. 4909.18 or R.C. 4929.111.


� Vectren’s response to OCC Interrogatory No. 2 (attached hereto as Attachment 2 pages 2-3 of 11).


� In re Columbia Gas of Ohio, Inc. Infrastructure Replacement Rider Extension Case, Case No. 11-5515-GA-ALT, Testimony of Eric Belle at Attachment ETB-1 (May 8, 2012).


� In re Columbia Gas of Ohio, Inc. Infrastructure Replacement Rider Extension Case, Case No. 11-5515-GA-ALT, Testimony of Eric Belle at Attachment ETB-1 (May 8, 2012).


� Application at 3 (August 22, 2013).


� Testimony of James Francis at Exhibit No. JMF-9 (August 22, 2013).  (The annual estimate for replacement of vintage plastic pipe is $250,000 per year which is approximately 0.007% of the total annual replacement cost estimates).


� See In the Matter of the Application of Columbia Gas of Ohio, Inc., for Approval of an Alternative Form of Regulation.  Case No. 11-5515-GA-ALT, - Opinion and Order at 7 (November 28, 2012).


� Application at Alternative Rate Plan Exhibits at 2 (August 22, 2013).


� Testimony of James Francis at 5 (August 22, 2013).


� 708 miles ÷ 20 years = 35.4 miles/year.


� 35.4 miles per year x 5 years  = 177 miles.


� Testimony of James Francis at 5 (August 22, 2013).


� Testimony of James Francis at 13 (August 22, 2013).


� Testimony of James Francis at 13 (August 22, 2013).


� Direct Testimony of James M. Francis at 5, line 5 and Exhibit JMF-1.  (443 miles of Bare Steel main plus 147 miles of Cast Iron main remaining in the system).


� 590 miles ÷ 11 years = 53.6 miles/year. 


� 53.6  miles x 5 years = 268 miles. 


� 154.4 miles (replaced between 2008 and 2012) + 268 miles (to be replaced between 2013 and 2017) = 422.4 miles.  


� Application. Pages 2-3 of Alternative Rate Plan Exhibits (August 22, 2013).


� Id. at 3.


� Vectren response to OCC Interrogatory No. 17 (attached hereto as Attachment 2 page 4 of 11).


� Vectren response to OCC Interrogatory No. 25 (attached hereto as Attachment 2 page 5 of 11.).


� Id.  ($100,000 x 5 (years of the DRR) = $500,000.  $250,000 x 5 (years of the DRR) = $1,250,000.


� In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East Ohio for Approval to Modify and Further Accelerate its Pipeline Infrastructure Replacement Program and to Recover the Associated Costs.  Case No. 11-2401-GA-ALT.  Opinion and Order at 4 (August 3, 2011).


� In the Matter of the Application of Columbia Gas of Ohio, Inc., for Approval of an Alternative Form of Regulation.  Case No. 11-5515-GA-ALT.  Opinion and Order at 6 (November 28, 2012).


� Application at 4.


� Direct Testimony of Scott E. Albertson.  Case No. 13-1571-GA-ALT.  Page 7, lines 6-8 (August 22, 2013).


� Vectren Response to OCC Request to Produce No. 1, Tab SMK-1 in each Excel file provided (attached hereto as Attachment 2 pages 6-11 of 11). 


� �HYPERLINK "http://digital.olivesoftware.com/Olive/ODE/DaytonDailyNews/PrintComponentView.htm"��http://digital.olivesoftware.com/Olive/ODE/DaytonDailyNews/PrintComponentView.htm� (October 29, 2013) (Last reviewed October 30, 2013) (Attached hereto as Attachment 3).


� Id.
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