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INTRODUCTION

PLEASE STATE YOUR NAME, ADDRESS AND POSITION.

My name is Beth Hixon. My business address is 10 West Broad Street, Suite
1800, Columbus, Ohio 43215-3485. 1am employed by the Office of the Ohio
Consumers' Counsel (“OCC” or “Consumers’ Counsel”) as the Assistant Director

of Analytical Services.

WOULD YOU PLEASE SUMMARIZE YOUR EDUCATIONAL AND
PROFESSIONAL HISTORY?

I received a Bachelor of Business Administration degree in accounting from
Ohio University in June 1980, For the period June 1980 through April 1982, 1
was employed as an Examiiner in the Field Audits Unit of the Ohio
Rehabilitation Services Commission (“ORSC™). In this position, I performed
compliance audits of ORSC grants to, and contracts with, various service

agencies in Ohio. .

In May 1982, I was employed in the position of Researcher by the OCC. In
1984, T was promoted to Utility Rate Analyst Supervisor and held that position
until November 1987 when I joined the regulatory consulting firm of Berkshire
Consulting Services. In April 1998, I returned to the OCC and have
subsequently held positions as Senior Regulatory Analyst, Principal Regulatory

Analyst, and Assistant Director of Analytical Services.
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WHAT EXPERIENCE DO YOU HAVE IN THE AREA OF UTILITY
REGULATION?

In my positions with the OCC, and as a consultant with Berkshire Consulting
Services, 1 have performed analysis and research in numerous cases involving
utilities’ base rates, fuel and gas rates and other regulatory issues. I have worked
with attorneys, analytical staff, and consultants in preparation for, and litigation
of, utility proceedings involving Ohio’s electric companies, the major gas
companies, and several telephone and water utilities. At the OCC, I also chair
the OCC’s cross-functional internal electric team, participate in and/or direct
special regulatory projects regarding energy issues, and provide training on

regulatory technical issues.

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY BEFORE
REGULATORY COMMISSIONS?

Yes. I have submitted testimony before the Public Utilities Commission of Ghio
{*PUCO” or “Commission”) in the cases listed in Attachment BEH-1. As shown
on this Attachment, I have also submitted testimony in a case before the Indiana

Utility Regulatory Commission.

WHAT DOCUMENTS HAVE YOU REVIEWED IN THE PREPARATION OF
YOUR TESTIMONY?
From the current rate case, [ reviewed Dominion East Ohio’s (“DEQ” or

“Company’’) standard filing requirements and supporting workpapers, pre-filed
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testimony, responses to certain OQCC discovery, responses to certain data requests
of the Staff of the Public Utilities Commission of Ohio (“PUCO Staff”),
responses to certain data requests of Blue Ridge Consulting Services, Inc. (“Blue
Ridge™), the Staff Report of Investigation (“Staff Report”) and certain of its
supporting workpapers, and the Report of Conclusions and Recommendations on
the Financial Audit of Dominion East Ohio Gas Company by Blue Ridge (“Blue
Ridge Report™). I have also reviewed certain documents and Opinion and Orders

from other proceedings.

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

My testimony will support certain OCC objections to the Staff Report, address the

issues raised by those objections as they relate to the determination of rate base

and operating income, and present quantification of those issues. Specifically I

will address OCC’s objection related to pension expense and recommend that the

Commission:

(1)  Adopt a pension expense of negative $50.5 million, because that is the net
periodic pension cost determined under Financial Accounting Standard
Board Statement 87 (*FAS 87"}, as proposed by Staff,

(2) Reject Staff’s proposal to allow DEO to earn a return on its pension asset,

net of pension-related accumulated deferred income taxes (“ADIT™),
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because this would allow a return to be earned on non-investor supplied
funds;

(3) Continue to reduce rate base by the $220 million date certain balance of
pension-related ADIT because this balance represents non-investor
supplied funds; and

(4)  Adopt an adjustment to the working capital allowance to reflect a $0
pension expense in the lead/lag calculation, as an appropriate manner m
which to altow the Company to earn a return on the additional working

capital need created by a negative pension expense.

I also summarize the impact on DEQ’s revenue requirement as determined in the
Staff Report, of OCC’s recommended adjustments, including those proposed by
OCC witnesses Tanner, Hines, Gonzalez and Woolridge. This revenue
requirement summary is shown on Schedule BEH-A-1 and supported by
Schedules BEH-B-1 through BEH-C-4. I developed these summary schedules
through the use of the interactive Excel spreadsheet provided by the Staff in
support of the Staff Report. My testimony includes the Staff Report schedules
that were impacted by OCC’s adjustiments and additional schedules needed to

present OCC’s adjustments.
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PENSION EXPENSE

WHAT IS DEO’S PROPOSED TREAMENT OF PENSION EXPENSE IN
THIS RATE CASE?

In DEQ’s Rate Case Application' and through the Direct Testimony of Mr. Ives?,
DEQ proposes that its unadjusted negative pension expense not be used in this
rate case, but instead the level of pension expense for ratemaking should be $0.
DEQ climinated a $47.7 million credit from test year expenses, which results in
an increase to adjusted operating expense in the same amount. In conjunction
with this $0 pension expense, DEO also eliminated $220 million in pension-
related accumulated deferred taxes from its deductions for rate base, which results

in an increase to raie base in the same amount.

As Mr. lves explains in his testimony, DEO proposes two adjustments:

1. Exclude this $47.7 million credit from test vear expense so that pension
expense would be 30, as opposed to a negative $47.7 million. This
adjustment is shown on DEO Schedule C-3.26.°

2. Adjust rate base to “exclude” DEQ’s pension asset, net of pension-related
ADIT. The adjustment for pension-related ADIT is shown on DEQO

Schedule B-6, however, there was no adjustment needed to “exclude” the

' In the Matter of the Application of the East Ohio Gas Company d/b/a Dominion East Ohio Jor Authority
to Increase Rates for its Gas Distribution Service, Case No. 07-829-GA-AIR, et al. {August 30, 2007).
(“Rate Case Application”)

% Rate Case Application, Testimony of Daniel M. Ives (September 13, 2007). (“Ives Direct Testimony”)

* Ives Direct Testimony at 11,




10

11

12

13

14

15

16

17

13

19

20

21

Direct Testimony of Beth E. Hixon
On Behalf of the Office of the Ohio Consumers” Counsel
PUCQ Case No 07-829-GA-AIR et al.

penston asset from rate base because that asset was not part of DEQO’s rate

base.*

DEQ’s pension expense credit is the result of the Company applying FAS 87 for

book accounting purposes. As Mr. Ives explains in his testimony, a company

recognizes a FAS 87 pension expense that has the following cost elements, which

the utility determunes through an actuarial study:

1.

2.

7.

Service costs of today’s employees

Interest cost associated with projected benefits obligations
Actual return on plan assets

Amortization of unrecognized net gains or losses

Gains or losses associated with projected benefits obligations
Amortization of unrecognized prior service costs and

Transition obligation of 1986 implementation of FAS 87

[The surnmation of these components results in the FAS 87 pension expense,

which is known as the “net periodic pension cost.”]

According to Mr. Ives, DEO’s FAS 87 pension expense for 2006, a negative

$49.4 million, was a credit primarily due to “(1) earned returns on plan assets

greater than expected returns; and (2) a reduction in service cost for current

employees.” DEO’s FAS 87 pension expense has been negative every year since

4 1d.

5 Ives Direct Testimony at 9.
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its last rate case in 1994.° In that case, the pension expense in the Staff Report
was based on a FAS 87 pension expense credit of $6.2 million. Therefore, Mr.
Ives claims DEOQ’s pension expense credit is not due to ratepayer contributions
because there have not been any ratepayer contributions since 1994, DEQO has
made no cash contributions to its pension plans since 1992 because they are fully

funded,

Mr. Ives asserts that recognition of a pension expense credit in determining
DEO’s cost of service for revenue requirements would have a working capital
impact.” It would require an increased need for working capital because the
Company would have to “source” funds for the amount of the credit from other
than the “cost of service.” As used here, “cost of service” ig the DEQ distribution

gas rates customers will pay as determined and approved in this rate case.®

Finally, if the Company’s proposal for a $0 pension expense is accepted by the -
Commission, Mr. Ives indicates that DEQO would in the future seek recovery
through customer rates of the cash contributions it would make to its pension

pla.ns.9

® In the Matter of the Application of East Ohio Gas Company and the River Gas Company for Authority to
Increase Rates and Charges for Gas Services, Case No. 93-2006-GA-AIR, Application (Jamary 18, 1994).
(“DEO’s 1994 Rate Case™)

71d. at 21.
:1d.
“1d
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WHAT IS THE RATEMAKING TREATMENT FOR PENSION EXPENSE
PROPOSED BY PUCO STAFF?

In the Staff Report on pages 11 and 12, Staff recommends use of what they
describe as the “accrued accounting method” under which “pension expense is the
net periodic pension cost as set by an independent actuarial in accordance with
FASB 87 and FASB 158 and the pension assets and associated deferred income
taxes are included in rate base.” Staff’s recommended use of the FAS 87 net
periodic pension cost in this rate case results in a negative pension expense for
DEO. Staff also recommends adjusting rate base to add in the date certain
balance of DEQ’s pension asset, net of ADIT, which will allow the Company to

eam a return on that net balance of pension asset.

On Staff Report Schedule C-3.11, Staff recommends a pension expense of
negative $50.5 million, based on the Company’s latest actuarial study, to calculate
a reduction to test year expenses of $2.8 million. Thus, Staff recommends a FAS
87 pension expense of negative $50.5 million, whereas the Company proposes $0.
Staff’s addition to rate base for DEO’s pension asset is shown on Schedule B-6,
where a pension asset of $629 million is added and pension-related ADIT of $220

million is subtracted, resulting in a net rate base addition of $409 million.

DO YOU AGREE WITH STAFF’S PROPOSED TREATMENT OF PENSION

EXPENSE?
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I agree with Staff’s use of the FAS 87 net periodic pension cost on Schedule C-
3.11. However, I disagree with Staff’s addition of the pension asset, net of

ADIT, on Schedule B-6.

In determining rates in this case, I recommend the Commission:

(1}  Adopt DEO’s FAS 87 net periodic pension cost of negative $50.5 as
pension expense;

(2) Not increase rate base to allow DEO to earn a return on DEO’s pension
asset, net of pension-related ADIT;

(3) Reduce rate base by $220 million date certain balance of pension-related
ADIT; and

(4} Adjust pension expense to $0 in the lead/lag calculation to allow the
Company to earn a return on the additional working capital need created

by the negative pension expense.

WHY DO YOU SUPPORT AND RECOMMEND THE FAS 87 NET
PERIODIC PENSION COST FOR RATEMAKING IN THIS CASE?

The FAS 87 net periodic pension cost is appropriate for ratemaking because the
¢lements of that cost allow proper recognition in test year expense of the relevant
factors that influence the net cost of future pension benefits eamed by the
Company’s employees during the test year. (On page 7 of Mr. Ives Direct

Testimony he lists these FAS 87 pension cost €lements.)
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For example, the service cost element is the present value of future pension
benefits attributable to employee service during the current period. Many
assumptions such as discount rates, lengths of employee service, and employee
compensation levels are made in determining the service cost. Since actual
experience will most likely vary from the assumptions made for the service cost,
other FAS 87 elements recognize, over time, the consequences of actnal
experience, changes and events. By recognizing these other FAS 87 elements,
such as interest on projected benefits obligations and the expected retum on the
pension plan assets, the resulting net peniodic pension cost more accurately
reflects pension benefits of the Company’s employees. How each of the FAS 87
elements contributes to the net cost is illustrated by the following calculation of
the 2006 net period pension cost for just DEO’s union pension plans'®, as shown

on Mr. Ives® Attachment DMI-8.1;

1 DMI-8.1 provides the elements of the negative $31.3 million 2006 pension expense for the DEO Union
plans. On page 4 of his testimony Mr. Ives indicates that the 2006 pension expense for the DEO Mgmmi.
Plan was negative $18.1 million, for a total DEQO pension expense of negative $49.4 mitlion.

10



i0

11

12

13

14

15

16

17

18

19

Q11

All

Direct Testimony of Beth £. Hixon
On Behalf of the Qffice of the Ohio Consumers' Counsel
PUCO Case No 07-829-GA-AIR et al.

FAS 87 Pansion Linion Pension
Plans (a)

Service Cost $ 6,676,808
interest Cost 15,180,342
Expected Return on Assets (53,342,219
Amortization of Transition Asset {20,000
Amortization of Prior Service Cost 243,009
Gains -
2006 Net Period Pension Cost (31,262,060
{a} Reflects both expense and capitalized costs

WHY DO YOU REJECT STAFF’S ADDITION TO RATE BASE OF THE
PENSION ASSET, NET OF PENSION-RELATED ADIT?

As discussed on page 12 of the Staff Report, Staff’s rate base addition for DEO’s
pension asset is part of their recommendation for an “accrued accounting
method.” Staff refers to “two accounting alternatives” that were outlined by DEO
for pension, “the cash basis and the Generally Accepted Accounting Principal
(GAAP) accrued method.” Staff then recommends the “accrued accounting
method” for this rate case, using the FAS 87 net periodic pension cost for test year

expense and adding the date certain pension asset, net of ADIT to rate base.

While DEO did outline two approaches for the ratemaking treatment of pension,
Staff’s use of the words “GAAP accrued method” should not be interpreted to
mean that GAAP requires for ratemaking both the use of FAS 87 expense and a
rate base addition. GAAP requires a company for financial reporting purposes to
present its pension expense as the net periﬁdic pension cost determined under
FAS 87. Financial Accounting Standard Board Statement No. 158 (“FAS 158™)

requires a company for financial reporting purposes to present on its balance

11
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sheet the funded status of single-employer pension plans. As noted by Mr. Ives
in his testimony on page 8, FAS 158 did not modify FAS 87 accounting for
pension expense, it moved the presentation of the funded status of the pension

plan from the financial statement notes to the balance sheet.

Thus, it is Staff’s proposal in this case and not a GAAP requirement, that DEQ’s
pension asset should be added to rate base. For ratemaking purposes, test year
expense can be based on the FAS 87 net periodic pension cost without a rate
base addition for the pension asset. This very ratemaking treatment seems to
have been implicitly recommended by Staff in DEQ’s last rate case. As noted by
Mr. Ives on page 6 of his testimony, in its last rate case, DEO’s 1994 Rate Case,
DEO filed a rate application with a FAS 87 pension credit of $6.2 million and
Staff did not propose any adjustment to that negative expense. In that case, DEQ
also did not seek an addition to rate base for its date certain pension asset of
$24.9 million and Staff did not recommend such a rate base addition in their

staff Report.

Several times in Mr. Ives’ testimony he refers to his proposal to “remove” or
“exclude” the pension asset from rate base. This is an incorrect characterization
as it gives the impression that the pension asset is “already in” DEQO’s date
certain rate base. It is important to note that the pension asset is not in DEQ’s
rate base, and should not be added to rate base, because it 1s not a proper rate

base component upon which investors are entitled to earn a return. The pension

12



10

11

12

13

i4

15

la

17

18

19

20

21

22

23

Direct Testimony of Beth E. Hixon
On Behalf of the Office of the Ohio Consumers’ Counsel
PUCQ Case No 07-829-GA-AIR et al.

asset is not used and useful plant in service. It is not the unamortized balance of
a regulatory asset for which rate recovery has not yet occurred. It is not an
investor-supplied source of funds that should be a rate base addition. Instead, the
pension asset represents the over-funded pension plans, as described by Mr. Ives

on page 8 of his testimony.

Mr. Ives stresses that this pension asset (i.e. overfunding) is not the result of
customer contributions since 1994, because rates could not have been funding
the pension plans due to the fact that a negative pension expense was
recommended in the Staff Report of the Company’s last rate, DEO’s 1994 Rate
Case. In addition, DEO has made no cash contributions to the pension plans
since 1992. Mr. Ives identifies the overfunding as the result of favorable
performance of the plans® investments and DEO’s labor cost management
reductions. This favorable performance is illustrated from DEQ’s union plans’
2006 net periodic pension cost shown on Mr. Ives’ Attachment DMI-B.1, in
which the $53 million return on plan assets (i.e. plan investments) is an

overwhelming cause of the negative $31 million net periodic pension costs.

While such investment growth may be seen as not coming from customers’ rates
since 1994, it is monies earned as a result of rates paid to DEO by customers
prior to that time which allowed the original investments to be made by DEO.
Customers’ rates prior fo the last rate case helped provide cash for the

investments that have now grown and resulted in the overfunding (i.e. pension

13
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asset). It is paradoxical that Staff’s proposal would now seck to have customers
pay a return to shareholders on overfunding (i.e. pension asset) resulting from
investments which customers have previously paid for through rates. The
pension asset does not represent funds supplied by shareholders - because no
cash contribution to the pension plans have been made since 1992 and because
there is no indication that prior to 1992 shareholders supplied funds for

contributions to the pension plans.

The fact that customers’ rates prior to 1994 assisted in paying for pension plan
investments is made clear from Mr. Ives discussion on page 5 of his testimony
where he concludes that customers did not overpay for pension costs prior to
DEQs last rate case. That conclusion is premised on the assumption that
pension costs in rates prior to 1994 were an expense rather than a credit.
However, according to the Company’s response to OCC Interrogatory No. 211,
“DEO does not have the details of pension-related costs included in test year -
operating income for rate cases filed prior to [DEO’s Last Rate éase].”

(Attachment BEH-2).

Q12. IF YOU ARE NOT RECOMMENDING AN ADDITION TO RATE BASE

AI2,

FOR THE PENSION ASSET, WHY SHOULD THERE CONTINUE TO BE A
RATE BASE DEDUCTION FOR THE PENSION-RELATED ADIT?
The pension-related ADIT still represent non-investor supplied funds arising from

differences in how the Company treats pension expense for income tax purposes

14
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and for book purposes. Shareholders should not earn a returtt on funds they did
not provide. DEQ proposed to eliminate the rate base deduction for these ADIT
“as a matter of symmetry” since the Company proposed the ratemaking treatment
of $0 pension expense. Conversely, since I recommend restoration of the FAS 87
pension expense for ratemaking, the $220 million date certain balance of pension-

related ADIT should continue to be a rate base deduction.

WHY DO YOU RECOMMEND 4 PENSION EXPENSE RELATED
ADJUSTMENT TO STAFF’S WORKING CAPITAL ALLOWANCE?

I recommend an adjustment to allow the Company to eamn a return on the
additional working capital need created by the ratemaking use of a negative
expense that was not the result of cash paid to the Company. As explained in Mr.
Ives testimony on page 10, the negative pension expense does not represent a
source of cash for the Company due to a provision of the federal pension law.
Because cash is not available to the Company from this specific negative expense,
the mathematical result on the revenue requirement is that rates will be designed

to cover all expenses, less the amount of the negative pension expense.

Mr. Ives describes this as “an increased working capital allowance” and his
proposal of $0 pension expense would result in an increase in rates designed to
make the Company whole by providing cash flow to cover the negative expense
amount. Staff proposes to use the FAS 87 negative pension expense, but also

seems to acknowledge DEQ’s desire to have cash flow to cover the negative

15
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expense amount. Staff acknowledges that by allowing a retumn on the pension
asset, nct of ADIT that, to a lesser extent than DEQO’s method, covers most of the
negative expense amount. Both proposals have a goal of providing significant
additional cash flow to the Company -- in amounts either equal or close to the

negative expense.

The Company’s proposal to reverse the negative expense and reflect $0 pension

expense should be rejected because it:

. ignores the FAS 87 pension expense which Staff recommends and which
this Commission has previously determined is appropriate for ratemaking;

. deprives ratepayers from the benefit of a rate base reduction for pension-
related ADIT that are non-investor supplied funds; and

. requires customers to pay to “keep the company whole on a cash basis™"!

by increasing the revenue requirement as a result of the overfunding of

pension plans that customers previously funded through rates.

Staff’s proposal to use the negative penston expense and provide a return to the
Company on the pension asset, net of ADIT, should not be accepted because it:
. is based on an improper ratemaking adjustment that requires customers to

pay a return on non-investor supplied funds; and

" Ives Direct Testimony at 12,

16
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. requires customers 1o pay a substantial portion of the mcreased revenue
requirement that was created by overfunding of pension plans that

customers previously funded through rates.

My recommendation recognizes that an increased working capital allowance
means the Company would have to “source those funds from other than the cost
of service” in the rates from this case.'> However, in contrast to the Company’s
and Staff’s proposals which have customers paying significantly higher rates for
gither the full amount, or a large portion of, the additional cash flow due to
negative pension expense, 1 recommend providing the Company a return on the
absolute amount of the negative expense. The return on this amount provides
acknowledgement of a cost the Company may incur to obtain funds from other
sources. This can be appropriately accomplished through an adjustment in the

development of the working capital allowance.

To recognize that negative pension expense may require the Company to obtain
funds from sources other than rates to cover the absolute value of that negative
expense, I recommend pension expense used to determine the calculated working
captital be set to 50 rather than the negative $50.5 million reflected in adjusted test
years expenses. The impact of this adjustment is to reduce the amount of “Other
Operation and Maintenance Expenses” by $50.5 million, reduce the expense lag

allowance working capital requirements, and thus increase the calculated working

2 1ves Direct Testimony at 7.
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Q4.

Ald.

Direct Testimony of Beth E. Hixon
On Behalf of the Office of the Okio Consumers’ Counsel
PUCQ Case No (7-829-GA-AIR et al.

capital allowance in rate base. Schedule BEH-B-5 reflects this adjustment to

pension expense in working capital.

RECOMMENDATION AND CONCLUSION

PLEASE SUMMARIZE YOUR RECOMMENDED RATEMAKING
TREATMENT FOR PENSION EXPENSE FOR DEO IN THIS CASE.

I recommend DEQ’s FAS B7 pension expense of negative $50.5 be used as the
adjusted test year expense for the purposes of determining the revenue
requirement in this rate case. Because I am accepting Staff’s position on this
expense, my schedules do not reflect an adjustment to the Staff Report for pension

experse.

I recommend no rate base recognition for the pension asset because it does not
represent investor supplied finds. Schedule BEH-B-6 reflects my adjustment to

the Staff Report to eliminate the $629 million pension asset added to rate base.

Since I am recommending pension expense be determined pursuant to FAS 87,
ADIT related to pension expense should be deducted from rate base. My Schedule
BEH-B-6 continues to reflect the rate base deduction for $220 million in pension-

related ADIT, the same as in the Staff Report, so no adjustment is made.

Finally, to provide the Company a return on the amount of cash it may have to

obtain from sources other than rates, 1 have made an adjustment to the calculation

18
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Direct Testimony of Beth E. Hixon
On Behalf of the Office of the Ohio Consumers’ Counsel
PUCO Case No 07-829-GA-AIR et al.

of working capital. This working capital treatment is shown on Schedule BEH-B-
5. Thave set adjusted pension expense to $0, which results in an increase to the

calculated work capital allowance.

Q15. DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME?

Al5.  Yes. However, I reserve the right to incorporate new information that may
subsequently become available. I also reserve the right to supplement my
testimony in the event the PUCQ Staff fails to support the recommendations made

in the Staff Report and/or changes positions made i the Staff Report.

19
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Last Chi& Gas Cémpacy d/b/a Dosinidn East Ohio
Qage fhd. 37-02%-GA-AIR
HYorking Capital Allouwance

SCHEDLLE HEH-%®-5

Adjustead weighted Warking
Revenues & oays Bailzy Capiral
Expensas Lacs Days Requiramenty
LY iy g (ay
Revenue Lag Allowancs E £32,937, 1312 52.%0 5 49,3%2.9%8,023 173%,212,073
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- STHECULE BLH-C-3

Easy ORia Gay Company A/R/a Dominion 8ast Chic
Cage NWo. 07-625.GA-AlR
eroforma Qperating Income Statenenc

Por The Tuelve Wonthe Bodine Detenber 3. 2007
orc Applicant
Agiuaned Froforga AxelLogzna
Revenuss & rrofornn REVSAISE & R&vennas &
. iERSR3RS. . . Aiuarmenre 0 Eypengey . Ewpemasn
{al {b} [2=H idy

anerabing fovenues
Baze Revenue 5 68,355,328 § ?5.60%,379 % 635,352,706 3 £35,029, 242
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(e Schedule DEH-E-1
tEL Bet dperating Inovme / Bats Base



oce SCWEDULE REH-C-2
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Caze Mo, 07-829-GA-AIR
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Fast Chia Gas Company d/b/a Dominion Bagc Chic
Cage #Wo. C7-829-GA-BLIR

I Em: !:“s iel 1] bﬁ:‘l&!ﬁ!ﬂﬂ:

1)) nmnnuRifzed Balaries Labor Expenae !a) 3 12,129,916
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Bast Chio Saw Company d/bfa Dominion Past Ohio
Caze No 07-B29-CA-AlIR

galarips Labor fxpense Adjugiment
Test Year Nuwmber nf Full Time Ewplayees (a3 275
hvarage manchly Straichy Time wages f[at E 5,489
Monthly Scraighr Time Wages (1: x (2} 5,753,930
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Task Year Ackual dvertime Wages (zi 15%,607
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Adiugatsd OaM Labor Bxpense (B X (S s 19,127,310

Staff ‘s workpapeyr
Applirant ‘s Schednle 0-9.1
Testimeny of OCC Witness Hiues
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gazt Clao Ga9 Ctmpany 4/7%/a peminion 8ast o
Case No. 07-829-CGA-RIR

dther. Eripae. Benelits Hxpense Adjustesuk..
{17 Annualized OEM Lahor Bxpeacse Mdjustmént {2} 3 {1,356,245!
{2: Empioyee Benefics Load Facrar bl 15 .80k
() hdjustmens 1) % {23 % :43555351

Sehedule BRA-D 2.6
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gagt Ohio Gas Company d/hfa Dominicn East (hio
Caxe No. D7-22%-GA-AIR

Incantiye Plan gapense ADJUSLRENC
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ta} Applicant’s Schedule WFC-3.25

b} Applivant's Schedules WEC-3.29 and WPC-Z.3 (563,485 + 52,952,162 + $),525,228 + $242,029;
{£} Applicapt‘s Scheduls €-9.1L

id} Tedtimony of GCC difpess Tanoe:s
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MC¥ Tax
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Teaal Taxes Hrner Tharn

Rasr Uhia Ga=s Tampany d/bfa Dominion East Ghio
Cake NO. 07-829-GA-AIR
Summary of Taxes Other Than Ingome Adjustment

Income Taxes {1} Thru {&:

TEST YEST Taxes (ther Than Income Taxge ia;}
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Steff'as 3chemule £-2

Schedule
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C-3.2a

BEH-C-3.27¢

SCHELAILE BEN-C-3.27
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la} Schedule BEH-C-3.8
(b} Applicant's Scheduls wpg-3 L7
H

Applicani e Schedule C-%.1
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Case He. 47-820-8A-AIR
Caleulation of Pavinll Taxps
FUTA SUTA FICh
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1,579,677
E%,58T€, 35T
1,933,772
4,313,711
1,452 P ]
§ 7,060 9,550
10,164,063 11,065,000
a.45% 0. 30%
81,312 hz,272
fE_8585 2R, 4%
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1321 g L, 450, BT




Qie SCHEDULE BEH-C-3 .28

Bagt Ohio Gas Cowpatty d/bfa Dominion Bast Ohis
Case No. 07-§29-GA-AIR

Bedaras Income Tax Hxpense Adjmsteapt
(17 Adjuated Fedezal Income Tax (a? $ 30,376,390
137 Tezt Tear Federal Inedene Taw (bi 36, 80K, 797
{3} Adjustment ;- (2} § 36,330, 0574
At ——

Schadule BEH-T-4
Applizant's Schedule Co2
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Eagt CGhio 3ag Company 9ypfa bominign Easl Jhip
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As an employee of the Office of the Ohio Consumers’ Counsel (OCC):

Berh E. Hixon
Utility Testimony

Attachment BEH-1

Company Docket No. Date

Chio Power 83-98-EL-AIR 1984

Ohio Gas 83-505-GA-AIR 1984

Dominion East Chio Gas 05-474-GA-ATA 2005

Dayton Power & Light 05-792-EL-ATA 2006

Duke Energy Chio 03-93-EI-ATA et al. 2007

As an employee of Berkshire Consulting Service:

Company Docket No. Date Client

Toledo Edison 88-171-EL-AIR 1988 0CC

Cleveland Electric lluminating.  88-170-EL-AIR 1988 oCC

Columbia Gas of Ohio 88-716-GA-AIR et al. 1989 0OCC

Ohio Edison 89-1001-EL-AIR 1990 0CC

Indiana American Water Cause No. 39595 1993 Indiana
Office of the Utility Consumer Counsel

Ohio Bell 93-487-TP-CSS 1994 0CC

Ohio Power 04-996-EL-AIR 1995 0CC

Toledo Edison 95-299-EL-AIR 1996 OCC

Cleveland Electric Illuminating.  95-300-EL-AIR 1996 0CC

Cincinnati Gas & Electric 95-656-GA-AIR 1996 City of

Cincinnati, OH



The East Obio Gas Company d/b/a Dominion East Ohio
Cage No. 07-D829-GA-AIR
Response to Data Requests

Attachmeént BEH-2

Requesting Party:
oCC

Data Request Set:
Interrogatories - 6th Scl

Question Number: Subpart:
21t

Request Date: Due Date:
02/25/2008 037182008
Topie:

Dirvect Testimony - bves

Questioi:

Referring ta staterent on page 5 of the Direct Testrmany of Mr. Ives that “ta
the extent thal pensian-related eosts were an expense rather than a credi

prior t DEQ's last vate ease™

n. 15 “nenswin-related costs” memn ta refer o the pension expense that was
used in determunng the reveane requiremeits for DEQ s vates prior ta the st
rate case in 19947

L. 1F1he response ta {CC Imerragatory Nu. 21 H{a) is negative, what is meant
by “penisian-related cosis™?

. If the response 1o QCC lmawogatory No. 21 {a) is affiemanve:

i. What was the amurunt of pension expense nsed in derermining the revenne
requirement for DEQ"s rates prior to the last rate case in 19947

ii. In what case was the amoun! provided in response to OCC Interrogatory No.
2411 {eX1) detersninad?

iit. For what period of lime were the rates detertnined in the case from the
response Lo part OCC Interrogatory No. 21 1{cKii) in effect?

Answer:

a. Yes.

b. Mot applicable.

c. DEO does not the have the details of the pension-related costs inchuded in
test year operating income for rate cases filed prior o Case No.
93.2006-GA-AIR.

Preparer Of Responsc: Date Preparcd:
Jeff Murphy 02/26/2008 03:07:36 AM EST
Attachmenls;

No




CERTIFICATE OF SERVICE

It 15 hereby certified that a true copy of the foregoing the Direct Testimony of Beth E.

Hixon on Behalf of the Office of the Ohio Consumers’ Counsel has been served via First

Class US Mail {electronically upon DEQ & DEOQ Counsel), this 23" day of Tune, 2008.

Stephen Reilly

Anne Hammerstein

Attorney General’s Office
Public Utilities Section

180 East Broad Street, 9th Floor
Columbus, Ohio 43215

David A. Kutik

Domimon East Ohio

Jones Day

North Point, 901 Lakeside Ave.
Cleveland, Ohio 44114-1190

Barth E. Royer

Dominion Retail, Inc.

Bell & Royer Co., LPA

33 South Grant Avenue
Columbus, Ohio 43215-3900

phsumers’ Counsel

Mark A. Whitt

Andrew J. Campbell
Domimon East Ohio

Jones Day

P. Box 165017

Columbus, Ohio 43216-5017

John W. Bentine

Mark S. Yurick

Interstate Gas Supply

Chester, Willcox & Saxbe LLP
65 East State St., Ste. 1000
Columbus, Ohio 43215-4213

M. Howard Petricoff

Stephen Howard

Integrys Energy Services, Inc.
Vorys, Sater, Seymour &Pease LLP
52 East Gay St., P.O. Box 1008
Columbus, Ohic 43216-1008



Joseph P. Meissner

Legal Aid Society of Cleveland
1223 West Sixth Street
{Cleveland, Ohio 44113

John M. Dosker

General Counsel

Stand Energy Corporation
1077 Celestial St., Ste. 110
Cincinnati, Ohio 45202-1629

Todd M. Smith

Utility Workers Union Of America
Local G555

Schwarzwald & McNAir LLP

616 Penton Media Building

1300 East Ninth Street

(Cleveland, Ohio 44114

W. Jonathan Airey

Gregory D. Russell

Ohio Onl & Gas Association

Vorys, Sater, Seymour &Pease LLP
52 East Gay St., P.O. Box 1008
Columbus, Ohio 43216-1008

David Rinebolt

Colleen Mooney

Ohio Partners for Affordable Energy
P.O. Box 1793

Findlay, Ohio 45839-1793

Stephen M. Howard

Ohio (Gas Marketers Group

Vorys, Sater, Seymour &Pease LLP
52 East Gay St., P.O. Box 1008
Columbus, Ohio 43216-1008

David F. Boehm

Michael L. Kurtz

Ohio Energy Group

Bochm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202

Samuel C. Randazzo

Daniel J. Neilsen

Joseph M. Clark

Industrial Energy Users-Ohio
McNees, Wallace & Nurick
21 East State St., Ste. 1700
Columbus, Ohio 43215



