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Please state your name and business address.

Philip E. Riley, Jr., President and CEQ of Utility Service Partners, Inc., 480
Johnson Road, Suite 100, Washington, PA 15301.

Please describe your current position, your business and your educational
background.

I am currently the President and CEO of Utility Service Partners, Inc. (“USP”). 1
am a shareholder of USP, which was formed in September 2003 as the holding
company of Columbia Service Partners, Inc., which was purchased from the
Columbia Energy Group that same month. I graduated from West Virginia
University with a Bachelor of Science degree in Business Administration as well
as a Masters degree in Business Administration.

What is the purpose of your testimony?

I am filing testimony on behalf of USP to express and support its objections to

Columbia Gas of Ohio, Inc.’s (“Columbia”) request in Case No. 07-478-GA-
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UNC, to assume responsibility for the maintenance, repair and replacement of
customer-owned service lines and to own new or replaced service lines.

What is USP?

USP is a privately held company that provides home utility-line warranty
products to residential customers in a variety of states, including Ohio. One such
product that USP provides to its customers is an external gas line warranty. This
product constitutes a significant portion of USP’s revenue. In Qhio alone, USP
has over 100,000 extemal gas line warrantics in place.

What is an external gas line warranty?

An external gas line warranty is a warranty service provided for a monthly fee.
Under the warranty, USP will accept the risk for customer service line repairs

from the utility distribution line to the meter, including the riser as well as a

“buried house line, and arrange for the repair or replacement of the USP

customer’s broken or leaking customer service line. All repairs and replacements
are performed by U.S. Department of Transportation (“DOT”) certified
contractors under contract with USP.

Does this mean that the customer owns the customer service line from the
utility distribution line to the meter including the riser as well as a buried
house line?

Yes, this is the practice in Ohio, West Virginia and southwestern Pennsylvania.
How is a service line leak discovered?

A leak is typically discovered one of two ways. First, a resident may notice

discoloration of grass or may smell natural gas. Otherwise, the Local Distribution
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Company (the “LDC") will discover the leak during its inspection process,
required by federal regulation. Either way, once the LDC is aware of the leak, it
turns off the gas at the curb and red tags the line. USP customers call the 24-hour
USP customer service center to report a leak or problem. The USP customer
service representative will, in addition to making arrangements for a repair,
ensure the customer has taken appropriate safety steps, including calling the LDC
to report the leak. Only a LDC, like Columbia, is authorized to turn the customer
service line off at the curb.

Are there any safety issues related to the leaking gas after the utility turns off
a customer service line at the curb?

Safety issues are minimized when the gas is turned off by the LDC. As Columbia
stated at page 3 of its application in this matter, Columbia’s obligation upon
discovery of a leak or other dangerous condition is to make the situation safe,
including disconnecting the gas service where necessary and to advise the
customer to make the necessary repairs. USP’s primary concerns after the gas is
turned off are that (1) the repair is done properly and quickly to allow the utility to
inspect the repair and restore service to USP’s customer and (2) the customer is
satisfied with the repair and the timely manner in which it was completed.

Is the Design-A riser safety issue related to customer service line leaks?

No, there is no relationship whatsoever between the Design-A riser safety issue
and customer service line leaks. The vast majority of customer service line leaks
are caused by corrosion and metal fatigue, so the typical subscriber of a warranty

service is a property owner with a steel customer service line that has been in the
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ground for many years. Customers tend to sign up for a external customer service
line warranty when they have a customer service line of an age that puts it at risk.
As the Design-A risers are relatively new, USP does not expect many of its over
100,000 warranty customers to have Design-A risers. Older steel customer
service lines typically do not use Design-A risers.

Are the safety risks associated with the Design-A riser and a leaking
customer service line the same? |

No. The risk with a Design-A riser is much different than a customer service line
leak. Design-A risers were found to be a safety risk because of possible
instantaneous failures if installed improperly. By contrast, outdoor customer
service line leaks are a chronic problem, again primarily associated with older
steel lines. Customer service line safety is maintained by periodic surveys of
customer service lines conducted by the applicable LDC. This is required per
federal law and in fact, at léast every three years, a LDC must inspect all customer
service lines in its service area. Upon discovering a leak, the LDC makes the
situation safe to allow for the repair, including disconnecting the gas service as
necessary. The existing system for monitoring and maintaining customer service
lines has worked effectively and safely for years in Ohio.

Does USP object to Columbia’s proposal to replace and own Design-A risers?
No. USP objects to Columbia’s proposal to assume responsibility for the
maintenance, repair and replacement of customer-owned service lines and to own

new or replaced service lines.
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What steps does USP take to ensure service is restored as quickly as possible
if a leak is discavered and the LDC turns off gas to a customer service line?
USP has a network of contractors who are DOT OQ (Operator Qualified) certified
to repair and replace customer service lines. After being notified of the leak by
the USP customer, a USP customer service representative immediately dispatches
the contractor near the customer’s residence to repair ﬁr replace the customer’s
service line. Prior to repairing or replacing the customer service line, the
contractor works with the property owner to minimize the impact to the lawn and
landscaping on the property. Once the customer service line is repaired, the
contractor notifies the LDC which then inspects the line for leaks through a
pressure test, then approves the work and restores service o the residence. The
majority of USP’s gas line repairs are completed within 24 hours from the time of
the initial leak report to repair or replacement, In contrast, Columbia proposes to
restore gas service within three working days in the non-heating season and

within 24 hours during the heating season after shut-off due to discovery of a

_customer service line leak,

Are you aware of other utility customer service line warranty companies
operating in Ohio?

Yes. In Chio, there a number of other utility customer service line warranty
companies of which I am aware including Utility Shield, Columbia Retail
Services, Daminion Retail, American Water, First Energy and ABC Plumbing.
Not all are currently offering an extemal gas line warranty product.

How does USP differentiate itself from its competitors?
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USP relies extensively on delivering superior customer service to retain existing
customers as well as obtain new customers. USP maintains a customer call center
24 hours a day. When USP personnel receive calls from customers, they first
ensure that the customer has taken appropriate safety steps, including calling the
applicable natural gas utility to have the gas service turned off at the curb, In
addition to dispatching a DOT certified USP contractor to the customer’s location
to repair or replace the customer’s service line, the customer service
representative ensures that the assigned contractor has contacted the customer
within one hour of receiving the claim to schedule a time to make the repair. In
addition, after each claim repair, every customer is mailed a satisfaction survey.
Currently, USP enjoys a 96% customer satisfaction rating, Customer satisfaction
is very important in the competitive customer service line industry. If we cannot
consistently satisfy our customers, it wouldn’t be long before we wouldn’t have
any customers. The customers’ choice of purchasing and maintaining our
warranty service is largely dependent on the value they are receiving which, in
turn, is largely determined with how well we can satisfy them.

What will be the impact on USP if the Commission grants Columbia’s
request to assume responsihility for the maintenance, repair and replacement
of cestomer-owned service lines and to own new or replaced service lines?
Allowing Columbia to assume responsibility for the maintenence, repair and
replacement of customer-owned service lines and to then own new or replaced
service lines would be devastating to USP. USP purchased Columbia’s warranty

service business in 2003 never expecting that Columbia would attempt to reclaim
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a large portion of the business through a reguiatory filing less than four years
later. USP currently has over 100,000 active contracts with natural gas
consumers in Ohio, all of which reside in Columbia’s service area. These
contracts, which a customer can cancel at any time, would be rendcfed useless
because customers would no longer pay USP for a service that is provided by
Columbia and paid for through distribution rates.

Are there other foreseeable impacts if the Commission approves Columbia*s
request to assume responsibility for the maintenance, repair and replacement
of customer-owned service lines and to own new or replaced service lines?
Not only would USP be forced out of business in Ohio, but customers would
suffer. USP is highly responsive to customer’s needs and requests. As I noted
previously in this testimony, USP customer service representatives and USP
contractors work closely with customers to ensure they are satisfied with USP’s
service and that repairs are done timely and with minimal impact to customers’
lawns and plantings. In contrast, there is no assurance that Columbia will
maintain that same level of customer service. Under its proposal, Columbia will
not be operating in a competitive market and its revenue for customer service line
repairs will be guaranteed through a general charge to all distribution customers
and consequently there is not the same pressing need to provide the same level of
customer service to customers that not only would not have a choice about who
provides their service but would not have a choice about purchasing the service.
USP works closely with its DOT certified contractors to ensure the contractors

discuss the repair with the property owner to minimize the disturbance on the
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lawn and property’s landscaping. On the other hand, if Columbia is responsible
for customer service line repairs, the landowner will deal only with the Columbia
service representative adding another level of bureancracy to the process. There
is no guarantee that Columbia’s propc;sed program for the customer service lines
will be better for Ohio consumers than the current and proven warranty program
offered through the competitive market.

Is there any benefit to consumers if the Commission grants Columbia’s
request to assume responsibility for the maintenance, repair and replacement
of customer-owned service lines and 1o own new or replaced service lines?
No, Columbia’s plan does not present any new benefit for Ohio consumers. First,
the significant safety issue that must be resolved relates to the Design-A risers and
does not relate to customer service lines. As I stated previously, there is no
relationship whatsoever between the Design-A riser safety issue and customer
service lines. By lumping the customer service lines with the Design-A risers,
Columbia is attempting not only to recover its costs to replace the Design-A risers
but also 1o recover the costs of ordinary customer service line repairs and
replacements. Under Columbia’s proposal, a consumer in an apartment paying
for natural gas service will also be forced to pay part of the cost to repair and
replace leaking customer service lines on other properties even though the
consumer only rents the apartment. A property owner with a long customer
service line will pay the exact same amount for the repair and replacement of the
customer service line than a property owner with a short customer service line.

Owners of new properties with new customer service lines would also pay part of
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the cost for the repair and replacement of customer service lines, even though the
majority of customer service line leaks occur in pipes that have been underground
for years. And, importantly, Columbia’s plan does not cover buried house lincs.
This means a customer with a meter near the curb would be paying for the repair
and replacement of gas service lines even though they themselves would not have
use for the service. Columbia’s plan does not offer any new benefit for Ohio
consumers and certainly does not relieve individual customers of the financial
responsibility for customer service line costs. Rather, it eliminates customer
choice and the ability of Ohio property owners to control the activities on their
property, including selecting the company that is responsible for repairing or
replacing customer service lines and spreads the financial responsibility to others
including those that don’t even own the customer service line to the rented home
in which they live.

Does Columbia’s plan relieve customers from the [inancial responsibility for
customer service line costs?

No. Columbia is simply proposing socializing the financial responsibility for
customer service line costs on all customers in its service area — in essence a
shared cost. Under such a program, all customers will bear the cost for customer
service line repairs and replacements including those customers that don’t own a
customer service line such as a renter.

Will Columbia’s plan improve public safety with respect to customer service

lines?
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No. It will improve public safety as to the risers which were identified in the
Staff Report in Case No. 05-463-TP-COL Again, there is no relationship
whatsoever between the Design-A riser safety issue and customer service lines.
Also, the Staff Report did not identify any public safety issues with respect to
customer service lines. |

Will Columbia’s plan to assume responsibility for the maintenance, repair
and replacement of customer-owned service lines and to own new or replaced
service lines promote fairness and generate cost efficiencies?

No. First, it is not fair that a customer with a new customer service line should
pay for part of the cost to repair or replace another customer’s older service line.
The existing system for ensuring customer service line safety and continned
operation has been successful in Ohio for years. Second, Columbia’s plan
eliminates customer choice, eliminates any competition and inserts additional
utility bureaucracy between the landowner and the repair contractor. A
centralized monopoly of the customer service line repair industry does not benefit
consumers. Rather, it eliminates customer choice in a non-commodity market and
climinates competition. This does not generate cost efficiencies and contradicts
the principles of a competitive market.

Do you believe that the ongeing repair and replacement of customer service
linesr by Columbia will result in an improved and more efficient operation for
the repair and replacement of customer service lines?

No. Again, Columbia’s proposal simply creates a centralized monopoly of the

customer service line industry and adds a level of utility bureacracy between the

10



10

11

12

13

i4
15
16
17
18
19
20
21

22

Q.22.

A22.

customer and the contractor. It also removes any independent oversight as
Columbia would be inspecting its own service line repairs or replacements prior to
restoring service. Under today’s system, Columbia inspects the work of the
contractors hired by the warranty service providers or hired by the customer.
Will Columbia’s plan to assume responsibility for the maintenance, repair
and replacement of customer-owned service lines and to own new or replaced
service lines provide convenience to customers?

No. Columbia stated in its application in this matter that its plan would provide
convenience to customers by eliminating the need for any customer to take any
action or make any decision about equipment which the customer is unfamiliar.
This is a significant change from the current program where customers have the
choice to either buy a customer service line warranty or simply assume the risk
for repair and select their own contractor that is very familiar about the
equipment—equipment that is pre-approved by the utility. Not unlike decisions
customers must make about repairs to their gas furnace, most customers don’t
know about the equipment but, rather, rely on a qualified HVAC contractor
familiar with what equipment is needed and that they have chosen based on price
and customer service. As well, under the existing program, companies like USP
are highly sensitive to customer’s individual needs to ensure the customer is
satisfied with the repair and USP’s warranty service. Columbia’s plan will
remove the customer from the process, eliminate customer choice and lower

customer satisfaction. That is not a convenience to customers.

11
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Will Columbia’s plan to assume responsibility for the maintenance, repair
and replacement of customer-owned service lines and to own new or replaced
service lines provide financial security to customers?

No. The only beneficiaries would be the customers who have customer service
lines that are at a higher risk for repair or replacement. Under Columbia’s
socialized program, these customers would pay less because their financial risk
would be spread across Columbia’s customer base. Columbia’s plan does not
provide financial security to other customers. For example, a property owner with
a home built two-years ago is not going to receive any benefit under Columbia’s
shared-cost program. Again, outdoor customer service line leaks are a chronic
problem primarily associated with older steel lines.

Will Columbia’s plan avoid a situation where thousands of customers will
have to make repairs to customer service lines at once which could lead to
rapid increases in the price of labor and difficulty in finding available
contractors?

No. There is no evidence to suggest that there will be any need for thousands of
customers to make repairs to customer service lines at once. Our claims
experience for customer service lines in Ohio for the last three calendar years are
remarkably stable - we have repaired between 1,347 and 1,401 customer service
lines in each of those three years. Our experience thus far in 2007 suggests a
similar result for this year. As to the Design-A riser replacements, these
replacements will not occur at once as Columbia is planning to spread these

replacements over three-years.
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Do customers have a single point of contact today for concerns relating to
customer service lines, risers and meter settings?

Yes. Customers with an extemal customer service line warranty service have a
single point of contact — the warranty service provider. Customers without
external customer service line warranties have a single point of contract — the
LDC. For example, Columbia maintains a toll-free number for reporting gas leaks
or gas odors 24 hours/day. In addition, Columbia maintains a compl_ete list of
companies with DOT Operator Qualified plumbers that are available at
Columbia’s web site and could be made available in writing to any customer uﬁon
request. Columbia’s plan provides nothing new other than creating a monopoly
service line industry, eliminating competiton and ending customer choice.

Do you find that there exists today customer confusion about who is
responsible for what type of repairs?

No, I donot. Our warranty terms and conditions are very clear as to what is
covered and what is not covered. Customers who choose to have a warranty
through USP or another warranty provider do so because they will not have to
make decisions about repair or replacement of service lines, risers or meter
settings. Columbia also must conduct inspections of leaking gas lines and
communicates with the customer regarding the customer’s responsibility to repair
or replace service lines, exterior gas lines, and underground house lines after the
meter. Customers today are well informed by either the warranty service provider
or Columbia as to their responsibilities regarding repair or replacement of

customer service lines, risers or meter settings. And, if a customer has any
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1 questions, all they have to do is call their warranty provider or Columbia Gas.
2 Q.27 Does this conclnde your testinzony?

3 AZ27 Yes, it does.
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