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I. INTRODUCTION AND PURPOSE 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Sarah E. Lawler and my business address is 139 East Fourth Street, 2 

Cincinnati, Ohio 45202. 3 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 4 

A. I am employed by Duke Energy Business Services LLC (DEBS) as Director, 5 

Rates and Regulatory Planning, for Duke Energy Ohio, Inc., (Duke Energy Ohio 6 

or Company) and Duke Energy Kentucky, Inc.  DEBS provides various 7 

administrative and other services to Duke Energy Ohio and other affiliated 8 

companies of Duke Energy Corporation (Duke Energy). 9 

Q. ARE YOU THE SAME SARAH E. LAWLER WHO PREVIOUSLY 10 

SUBMITTED DIRECT TESTIMONY IN THESE PROCEEDINGS? 11 

A. Yes.   12 

Q. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL DIRECT 13 

TESTIMONY? 14 

A. My Supplemental Direct Testimony will describe and support the Company’s 15 

responses to certain comments (OCC Comments) filed by the Office of the Ohio 16 

Consumers’ Counsel (OCC) on March 28, 2018, and will also support the 17 

Stipulation and Recommendation (Stipulation) entered into by and between the 18 

Company and Staff of the Public Utilities Commission of Ohio (Commission) and 19 

filed on April 5, 2018.    20 
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II. RESPONSES TO OCC COMMENTS 

  Q. REFERRING TO THE OCC COMMENTS, DO YOU AGREE WITH 1 

THE OCC’S ASSERTION THAT THE INCLUSION OF THE 2 

UNCOLLECTIBLE ACCOUNT EXPENSES IN THE 3 

CALCULATION OF THE GROSS REVENUE CONVERSION 4 

FACTOR (GRCF) IS INCONSISTENT WITH THE ANNUAL 5 

RECONCILIATION AND TRUE-UP OF RIDER AMRP?   6 

A. No, OCC’s assertion is not correct.  OCC argues that, because Rider AMRP is 7 

reconciled and trued up annually, there is nothing to account for as an uncollectible 8 

expense.  But OCC is incorrect in its premise; there is no annual reconciliation and 9 

true-up in Rider AMRP.  There has never been an annual reconciliation and true-up 10 

in the entire history of Rider AMRP. 11 

Q. PARAPGRAPH 4 OF THE COMMISSION’S ORDER IN CASE NO. 16-2209-12 

GA-RDR STATES THAT “IN ACCORDANCE WITH THE STIPULATION 13 

APPROVED IN THE CG&E RATE CASE, THE RIDER WAS TO BE 14 

ADJUSTED ANNUALLY TO ACCOUNT FOR ANY OVER- OR UNDER-15 

RECOVERY.”  HAS THE RIDER AMRP EVER BEEN ADJUSTED FOR 16 

ANY SUCH OVER- OR UNDER-RECOVERY? 17 

A. No.   18 

Q. PLEASE EXPLAIN. 19 

A. The stipulation in the CG&E rate case (attached as Exhibit 1)1 did not mention any 20 

provision for over- or under-recovery, other than an adjustment for over-recovery in 21 

the event the Company exceeded the cap for residential customers.  That limited 22 
                                                           
1 Case No. 01-1228-GA-AIR. 
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provision requiring a correction in the event the cap was exceeded has absolutely 1 

nothing to do with the uncollectible expense factor.  OCC’s attempt to remove the 2 

uncollectible account expense factor from the calculation of the GRCF is therefore 3 

unjustified.   4 

Q. IS THE UNCOLLECTIBLE EXPENSE FACTOR ACTUALLY BAD DEBT 5 

EXPENSE? 6 

A. No, the expense included in the GRCF is not bad debt expense.  Duke Energy 7 

Ohio sells its receivables to a third party.  The amount for “uncollectible accounts 8 

expense” in the GRCF is directly tied to revenue (in this case, receivables) and 9 

includes a “collection fee” and a component for the time value of money.  The 10 

collection fee and time value of money components are not recovered in the gas 11 

operations uncollectible rider (Rider UE-G). 12 

Q. HAS THE COMPANY CHANGED THE CALCULATION OF THE GRCF 13 

IN THIS RIDER FILING? 14 

A. Except for the change in the federal income tax (FIT) rate from 35% to 21%, the 15 

Company has not made any changes to the GRCF, nor is there any reason to do so.   16 

I have attached, as Exhibit 2 to my testimony, Schedule A-2 from the 17 

Commission’s Staff Report in the most recent base rate case,2 in which case the 18 

Commission last approved the AMRP.  This schedule clearly shows the inclusion of 19 

uncollectibles in the calculation of the GRCF in that case.  The Stipulation and 20 

Recommendation in that case, which included OCC as a signatory party, relied on 21 

the Staff Report for resolution of all issues not addressed therein.  As the stipulation 22 

                                                           
2 Case No. 12-1685-GA-AIR, et al. 
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said nothing about the calculation of the GRCF, the Staff Report schedule 1 

controlled. 2 

That same GRCF calculation has been used in each annual adjustment of 3 

Rider AMRP rates since the Company’s last gas distribution base rate case. 4 

Duke Energy Ohio’s response to an OCC interrogatory in this case (attached 5 

as Exhibit 3)3 shows how the GRCF was calculated here.  This schedule 6 

demonstrates that the uncollectible accounts expense was included in precisely the 7 

same manner in which it was included in 2012.    8 

Q. SHOULD THE REVENUE REQUIREMENT IN THIS RIDER AMRP 9 

FILING BE FURTHER REDUCED TO ACCOUNT FOR THE OVER-10 

COLLECTION OF FEDERAL CORPORATE INCOME TAX (FIT) FROM 11 

JANUARY 1, 2018, TO APRIL 30, 2018?   12 

A. No.  This matter should be addressed in Case No. 18-0047-AU-COI.  Both the 13 

Company and OCC have filed comments in that docket.  The outcome of that case 14 

will determine how these amounts are handled and will allow for consistency 15 

among all regulated utilities.   16 

Q. HAS THE COMPANY RECORDED A DEFERRED LIABILITY FOR THE 17 

ESTIMATED REDUCTION IN FIT RESULTING FROM THE TAX CUTS 18 

AND JOBS ACT (TCJA)? 19 

A. Yes.  The Commission ordered the Company to do so in Case No. 18-0047-AU-20 

COI.   21 

Q. HAS THE COMPANY RECORDED A DEFERRED LIABILITY FOR THE 22 

ESTIMATED EXCESS ACCUMULATED DEFERRED INCOME TAX 23 
                                                           
3 OCC-INT-01-005, Attachment A, page 3 of 3. 
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(ADIT) BALANCES RESULTING FROM THE TAX CUTS AND JOBS 1 

ACT (TCJA)? 2 

A. Yes.  The Commission ordered the Company to do so in Case No. 18-0047-AU-3 

COI.   4 

Q. HOW WILL EXCESS ADIT BALANCES BE ADDRESSED IN FUTURE 5 

AMRP FILINGS? 6 

A. ADIT balances are currently shown on Schedule 1, Line 13, as a component of 7 

net rate base.  When the Company recorded excess ADIT balances at December 8 

31, 2017, the excess ADITs were moved from a 282 account to a 254 account.  9 

Going forward, the excess ADIT balances recorded to the 254 account will still be 10 

included as a component of net rate base so that rate base is not impacted by this 11 

change until they begin being amortized.  The amortization of those excess ADIT 12 

balances and associated refunds to customers will be addressed in Case No. 18-13 

0047-AU-COI.   14 

Q. HAS THE COMPANY REFLECTED GUARANTEED SAVINGS IN THIS 15 

RIDER AMRP FILING? 16 

A. Yes.  As noted on Schedule 10, guaranteed savings of $929,670 were agreed to in 17 

Case No. 10-2788-GA-RDR.  Schedule 10 also shows that $617,138 of those total 18 

guaranteed savings are included in base rates, as a result of Case No. 12-1685-19 

GA-AIR.  Therefore, the Company has included an additional savings of 20 

$312,532 in this Rider AMRP filing to ensure the full amount of guaranteed 21 

savings is being provided to customers.  These savings are included in the revenue 22 

requirement as outlined on line 35 of Schedule 1. 23 
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Q. DOES THE COMPANY BELIEVE ALL SAVINGS HAVE BEEN PASSED 1 

ON TO CUSTOMERS? 2 

A. Yes.  As I stated above, savings of $929,670 have been provided to customers 3 

either through base rates or through the proposed Rider AMRP rates.  As noted on 4 

Schedule 10, total operational expenses to repair gas mains in base rates are 5 

$3,661,102.  Also outlined on this same schedule, total operational expenses to 6 

repair gas mains in 2017 were $4,169,680.  Thus, 2017 expenses were actually 7 

greater than amounts in base rates by $508,578.  There are no other savings the 8 

Company could provide.  9 

Q. DOES THE COMPANY BELIEVE A NEW GAS DISTRIBUTION BASE 10 

RATE CASE IS IN THE BEST INTEREST OF CUSTOMERS?   11 

A. No.  12 

Q. PLEASE EXPLAIN. 13 

A. As noted above, if the Company were to file a gas distribution base rate case, actual 14 

operational expenses would be greater than those included in base rates in the last 15 

gas distribution base rate case and, as a result, customers would experience an 16 

increase related to operational expenses, rather than the savings they are realizing 17 

currently.  Additionally, as the AMRP program has been fully deployed since 2015, 18 

this rider filing and future rider filings will reflect a lower revenue requirement each 19 

year as the assets are depreciated.  If the Company were to file a distribution rate 20 

case, the amount of net plant would be “locked in” in that rate case and future 21 

reductions in plant would not be realized by customers.  22 
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III. DISCUSSION OF THE STIPULATION 

Q. PLEASE DESCRIBE THE STIPULATION. 1 

A. On April 5, 2018, Duke Energy Ohio and Staff (collectively, Signatory Parties) 2 

reached an agreement, set forth in the Stipulation, as to the resolution of all the 3 

issues in these proceedings, relating to the Accelerated Main Replacement 4 

Program. 5 

Q. IS THE STIPULATION THE PRODUCT OF SERIOUS BARGAINING 6 

AMONG CAPABLE, KNOWLEDGEABLE PARTIES? 7 

A. Yes, it is.  Representatives of the Company met multiple times with both Staff and 8 

representatives of OCC.  The parties in those discussions were represented by 9 

experienced, competent counsel and subject matter experts.  All parties were 10 

provided with an opportunity to express their concerns and to respond to the 11 

concerns of others.  For these reasons, I believe that the Stipulation resulted from 12 

thorough analysis, discussion, and understanding among capable parties with 13 

divergent interests and, therefore, represents the product of the efforts of capable, 14 

knowledgeable parties. 15 

Q. DOES THE STIPULATION VIOLATE ANY IMPORTANT 16 

REGULATORY PRINCIPLE OR PRACTICE? 17 

A. No.  Based on the advice of counsel, my understanding is that the Stipulation 18 

complies with all relevant and important regulatory principles and practices.  19 

Based upon my experience with regulatory matters, my involvement in these 20 

proceedings, and my examination of the Stipulation, I have concluded that the 21 

Stipulation does not violate any regulatory ratemaking principle. 22 
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Q. DOES THE STIPULATION BENEFIT RATEPAYERS AND THE PUBLIC 1 

INTEREST? 2 

A. Yes.  The Stipulation demonstrates that stakeholders have examined information 3 

relevant to the Company’s Rider AMRP and the rates to be charged thereunder.  4 

The public interest is served when such parties intervene and represent diverse 5 

interests in examining the record and ensuring that regulatory requirements are 6 

met. 7 

Q. IS THE STIPULATION A JUST AND REASONABLE RESOLUTION OF 8 

THE ISSUES? 9 

A. Yes.  The Stipulation continues the ability of the Commission to encourage the 10 

improvement of pipeline safety in the state of Ohio and, thus, is beneficial to 11 

consumers and the public.  It is consistent with (1) established regulatory 12 

principles and practices, (2) commitments made in prior Commission decisions 13 

involving the relevant issues, and prior Commission determinations as to Rider 14 

AMRP rates.  It also represents a timely and efficient resolution of the issues 15 

raised in these proceedings, following thoughtful deliberation and discussion by 16 

the Signatory Parties. 17 

Q. DO YOU BELIEVE THE STIPULATION MEETS THE THREE-PART 18 

TEST REGARDING CONSIDERATION OF STIPULATIONS AND 19 

THEREFORE SHOULD BE ADOPTED BY THE COMMISSION? 20 

A. Yes, I do.  21 



SARAH E. LAWLER SUPPLEMENTAL DIRECT 
 9 

Q. DOES THE STIPULATION RESOLVE ALL OF THE ISSUES IN THESE 1 

PROCEEDINGS? 2 

A. Yes, as among the Signatory Parties. 3 

IV. CONCLUSION 

Q. DOES THIS CONCLUDE YOUR SUPPLEMENTAL DIRECT 4 

TESTIMONY? 5 

A. Yes. 6 
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Duke Energy Ohio 
Case No. 17-2318-GA-RDR 

OCC First Set Interrogatories 
Date Received:  March 9, 2018 

OCC-INT-01-005 

REQUEST:  

Please explain the calculations of the Approved Pre-tax Rate of Return of 9.16% referred in Line 

15 of Schedule 1, Attachment A, Page 1 of 15. 

RESPONSE:   

The Approved Pre-tax Rate of Return used in this filing was calculated by taking the Gross 
Revenue Conversion Factor from the latest natural gas base rate case (PUCO Case No. 12-1685-
GA-AIR) and updating the federal income tax rate from 35% to 21%.  All other variables were 
kept constant.  The change in the Gross Revenue Conversion Factor resulted in a lower Pre-tax 
Rate of Return 

See OCC-INT-01-005 Attachment (A) for calculation of the Approved Tax Rate of Return of 
9.16%. 

PERSON RESPONSIBLE:  Sarah E. Lawler  

PUCO Case. No 17-2318-GA-RDR 
Supp. Testimony of Sarah Lawler 
Exhibit 3 
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After Tax Pre Tax
Order    Capital   Cost Rate of Gross-up Rate of
Date    $     %    Rate   Return Factor  Return 

Gas Case No. 12-1685-GA-AIR 12/1/2013

Capital Structure
Long Term Debt 2,532,502,631
Short Term Debt 0

Total Debt 2,532,502,631 46.70% 5.32% 2.48% 1.0000000 2.48%
Preferred Stock 0 0.00% 0.00% 0.00% 1.2727273 0.00%
Common Equity 2,890,859,857 53.30% 9.84% 5.25% 1.2727273 6.68%

Total Capitalization 5,423,362,488 100.00% 7.73% 9.16%

Rate Base 882,242,441

Operating Income 68,197,341

After Tax Pre Tax
Order    Capital   Cost Rate of Gross-up Rate of
Date    $     %    Rate   Return Factor  Return 

Gas Case No. 12-1685-GA-AIR 12/1/2013

Capital Structure
Long Term Debt 2,532,502,631
Short Term Debt 0

Total Debt 2,532,502,631 46.70% 5.32% 2.48% 1.0000000 2.48%
Preferred Stock 0 0.00% 0.00% 0.00% 1.5468532 0.00%
Common Equity 2,890,859,857 53.30% 9.84% 5.25% 1.5468532 8.11%

Total Capitalization 5,423,362,488 100.00% 7.73% 10.6%

Rate Base 882,242,441

Operating Income 68,197,341

UPDATED FOR TAX CUT AND JOBS ACT OF 2017

ORIGINAL

PUCO Case. No 17-2318-GA-RDR 
Supp. Testimony of Sarah Lawler 
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DUKE ENERGY OHIO, INC.
CASE NO. 12-1685-GA-AIR

COMPUTATION of GROSS REVENUE CONVERSION FACTOR
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012

SETTLEMENT
PERCENT OF

LINE INCREMENTAL
 NO.  DESCRIPTION GROSS

REVENUE

1  Operating Revenues 100.00000%
2
3
4  Less: Uncollectible Accounts Expenses 0.5425%
5  PUCO Maintenance Assessment 0.0000%
6  Consumers' Counsel Assessment 0.0000% 0.54250%
7
8  Income before Federal Income Tax (Line 1 - Line 6) 99.45750%
9
10       Federal Income Tax (21% x 99.458%) 20.88608%
11
12  Operating Income Percentage (Line 8 - Line 10) 78.57143%
13
14  Gross Revenue Conversion Factor (100% / 78.571%) 1.2727273

FEDERAL INCOME TAX RATE ADJUSTED FOR
TAX CUTS AND JOBS ACT OF 2017

Note: 
The Gross Revenue Conversion Factor (GRCF) above has been updated from the Gas Rate Case in 
2012 to show the impact of the lower Federal Income Tax rate as a result of the Tax Cut and Jobs 

PUCO Case. No 17-2318-GA-RDR 
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DUKE ENERGY OHIO, INC.
CASE NO. 12-1685-GA-AIR

COMPUTATION of GROSS REVENUE CONVERSION FACTOR
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012

SCHEDULE A-2

SETTLEMENT
PERCENT OF

LINE INCREMENTAL
 NO.  DESCRIPTION GROSS

REVENUE

1  Operating Revenues 100.00000%
2
3
4  Less: Uncollectible Accounts Expenses 0.5425%
5  PUCO Maintenance Assessment 0.0000%
6  Consumers' Counsel Assessment 0.0000% 0.54250%
7
8  Income before Federal Income Tax (Line 1 - Line 6) 99.45750%
9
10       Federal Income Tax (35% x 99.458%) 34.81013%
11
12  Operating Income Percentage (Line 8 - Line 10) 64.64738%
13
14  Gross Revenue Conversion Factor (100% / 64.647%) 1.5468532

Note: 
The Gross Revenue Conversion Factor (GRCF) above is from the Gas Rate Case in 2012.  

PUCO Case. No 17-2318-GA-RDR 
Supp. Testimony of Sarah Lawler 
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