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1 BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO
2 Inthe Matter of the
Application of The East
3 Onhio Gas Company d/b/a
Dominion East Ohio for
4 Authority to Increase
Rates for its Gas
5 Distribution Service,
Approval of an Alternative:
6 RatePlanforitsGas
Distribution Service,
7 Approval to Change
Accounting Methods,
8 Approval of Tariffsto : Case Nos. 07-829-GA-AIR

Recover Certain Costs 07-830-GA-ALT
9 Associated with a Pipeline: 07-831-GA-AAM
Infrastructure Replacement: 08-169-GA-ALT
10 Program Through an : 06-1453-GA-UNC

Automatic Adjustment
11 Clause, and for Certain

Accounting Treatment, and :
12 Approva of Tariffsto

Recover Certain Costs
13 Associated with Automated :

Meter Reading Deployment :
14 Through an Automatic

Adjustment Clause, and for:
15 Certain Accounting

Treatment. :
16 ---

VOLUME IV - PROCEEDINGS

17

before Ms. Christine M.T. Pirik and Mr. Scott Farkas,
18

Hearing Examiners, at the Public Utilities Commission
19

of Ohio, 180 East Broad Street, Room 11-C, Columbus,
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20
Ohio, called at 10:00 am. on Monday, August 25,
21

2008.
22 ---
ARMSTRONG & OKEY, INC.
23 185 South Fifth Street, Suite 101
Columbus, Ohio 43215-5201
24 (614) 224-9481 - (800) 223-9481

Fax - (614) 224-5724
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1 APPEARANCES:

10

11

12

13

14

15

16

17

18

19

Jones Day

By Mr. Mark A. Whitt

and Mr. Andrew J. Campbell

325 John H. McConnell Boulevard, Suite 600
Columbus, Ohio 43215-2673

Jones Day

By Mr. David A. Kutik

and Ms. Meggan Rawlin
North Point

901 Lakeside Avenue
Cleveland, Ohio 44114-1190

Mr. Gene A. DeMarr
1201 East 55th Street
Cleveland, Ohio 44114

On behalf of The East Ohio Gas
Company d/b/a Dominion East Ohio.

Vorys, Sater, Seymour & Pease, LLP
By Mr. W. Jonathan Airey

and Mr. Gregory D. Russell
52 East Gay Street

Columbus, Ohio 43216-1008

On behalf of Ohio Oil & Gas Association.
Bell & Royer Co., LPA
By Mr. Barth E. Royer
33 South Grant Avenue
Columbus, Ohio 43215-3927
On behalf of Dominion Retall, Inc.

Ohio Partners for Affordable Energy
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20 By Mr. David C. Reinbolt
and Ms. Colleen Mooney
21 231 West Lima Street
P.O. Box 1793
22 Findlay, Ohio 45839-1793

23 On behalf of Ohio Partners for Affordable

Energy.
24
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3
1 APPEARANCES (continued):

2 Chester, Willcox & Saxbe, LLP
By Mr. John W. Bentine

3 Mr. Mark S. Yurick
and Mr. Matt White

4 65 East State Street, Suite 1000
Columbus, Ohio 43215-4213

Mr. Vince Paris
6 5020 Bradenton
Dublin, Ohio 43017

On behalf of IGS.

City of Cleveland
9 By Mr. Robert J. Triozzi
Director of Law
10 Ms. Julianne Kurdila
and Mr. Steven Bedler
11 Assistant Directors of Law
601 Lakeside Avenue, Room 106
12 Cleveland, Ohio 44114-1077

13 On behalf of the City of Cleveland.

14 Janine L. Migden-Ostrander
Ohio Consumers Counsel

15 By Mr. Joseph P. Serio
Mr. Larry S. Sauer

16 and Mr. Gregory J. Poulos
Assistant Consumers Counsel

17 Ten West Broad Street, Suite 1800

Columbus, Ohio 43215-3485
18

On behalf of the Residential Consumers

19 of the State of Ohio.
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21

22

23

24

Vorys, Sater, Seymour & Pease, LLP
By Mr. M. Howard Petricoff

and Mr. Michael J. Settineri
52 East Gay Street

Columbus, Ohio 43216-1008

On behalf of Integrys Energy, Inc.
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2

3

10

11

12

13

14

15

16

17

18

19

Nancy H. Rogers, Ohio Attorney General
Duane W. Luckey

Senior Deputy Attorney General

Public Utilities Section

By Mr. Stephen A. Rellly
and Ms. Anne L. Hammerstein

Assistant Attorneys General

180 East Broad Street, 9th Floor
Columbus, Ohio 43215-3793

On behalf of the staff of the Public
Utilities Commission of Ohio.
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1 Monday Morni n79 Session,

2 August 25, 2008.

3 - - -

4 EXAMINER FARKAS: Let's go back on the

5 record. Thisisa continuation of the matter of the

6 application of Dominion East Ohio in the case

7 07-829-GA-AIR, et al. Okay.

8 MR. SERIO: Thank you, your Honor. OCC
9 got the testimony of Mr. Murphy, the fourth

10 supplemental direct testimony, and the second

11 supplemental testimony of Mr. Puican earlier this
12 morning. We've had about an hour to review those two
13 pieces of testimony and it appears from reading

14 Mr. Murphy's testimony that his support of the

15 stipulation under the three-prong test seems to be
16 limited to the part of the stipulation that all the

17 parties signed which is everything other than the

18 rate design.

19 AsI'mreading it, it appears that
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20 section 3 of Mr. Murphy's testimony, Joint Exhibit
21 1-A tothe stipulation, isthe part of this testimony
22 that addresses the rate design piece, and | don't see
23 him going through the three-prong criteriathere.

24 With Mr. Puican's testimony, on page 2 of
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8
his testimony he'sindicated "The Stipulation

represents a comprehensive compromise of the issues
raised by the parties with diverse interests. All
parties signed the Stipulation and adopted it asa
reasonable resolution of all issues except the single
rate design issue."

S0 he then lists benefits on question 9
and | don't see any of those benefits addressing the
rate design.

S0, again, I'm making the assumption that
when he's talking about the three-prong test, he's
only talking about the part of the stipulation that
everybody signed. However, on page 4 of the
testimony it says "Does the Stip violate any
Important regulatory principles?”

| guess to the extent that either pieces
of testimony are applying the three-prong test to the
rate design component, then -- and the parties that

signed that rate design settlement are going to make
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20 that argument, then we would request that each of the
21 partiesthat signed the rate design portion of the

22 stipulation be required to put a witness on the stand
23 including the Gas Association.

24 However, if the three-prong review of
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9
Mr. Murphy and Mr. Puican are limited to only the

stipulation that all the parties signed, then we
would not ask that the Gas Association put a witness
on.

So | guess not knowing with certainty
unless we can get that clarified, that's the dilemma
that we face with whether we would make an argument
that the Gas Association has to put a witness on the
stand supporting the stip.

MR. KUTIK: Your Honor, we would direct
your attention to Joint Exhibit 1, the stipulation,
particularly paragraph 3B on page 4. Doesthe Bench
have that?

EXAMINER PIRIK: Yes, but the record
doesn't have it yet.

EXAMINER FARKAS: It's not entered asan
exhibit.

EXAMINER PIRIK: But it will be.

MR. KUTIK: It will be introduced with
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20 Mr. Murphy. But do you have that before you?
21 EXAMINER FARKAS:. Yeah.

22 MR. KUTIK: Okay. Itsays"The. ..
23 Parties expressly agree that the rate design issue

24 characterized as afixed versus volumetric cost issue
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10
1 and/or asaes coupling rider versus straight fixed

2 variableissueisnot resolved through this

3 Stipulation, and will be decided by the Commission

4 after theissueisfully litigated through an

5 evidentiary hearing, and without any Signatory

6 Party'sreliance upon the settlement review criteria

7 for the resolution of thisissue."

8 Given that we agreed to that specific

9 language, at least on behalf of the company, we felt
10 compelled to put on independent testimony apart from
11 thethree-prong test that the Commission uses, and so
12 | think the answer to Mr. Serio's question iswe do

13 not rely, as we agreed that we would not, on the

14 three-prong test to look at stipulations.

15 EXAMINER FARKAS: Okay.

16 MR. SERIO: And | assume the company's
17 speaking on behalf of Mr. Murphy'stestimony. As
18 long as we have the same understanding from staff,

19 then | don't think that there's any requirement for
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20 usto make the argument regarding the Gas

21 Association.

22 We just wanted to avoid a situation where
23 it was not clear and we didn't want to face a

24 potential situation on briefing where we're arguing
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11
1 thethree-prong criteria on the rate design issue

2 when we weren't aware of it when we had the

3 opportunity to conduct cross-examination.

4 EXAMINER FARKAS: Okay.

) MS. HAMMERSTEIN: Staff would make that

6 samerepresentation. That's what we agreed to in the

7 stipulation.

8 EXAMINER FARKAS: Thank you.

9 MR. SERIO: Thank you, your Honor.

10 EXAMINER FARKAS: Soyou're okay then?
11 MR. SERIO: With that understanding, then

12 wewould -- at this point we would not make any

13 request that the Gas Association be required to put a

14 witness on the stand because the three-prong test is

15 not applying to the rate design portion of this

16 proceeding.

17 EXAMINER FARKAS: Okay. Areyou ready to
18 go forward, then?

19 MR. KUTIK: Yes, we are, your Honor. As
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20 our final witness the company calls Jeffrey A.

21 Murphy.

22 (Witness sworn.)

23 EXAMINER FARKAS: You may be seated. One

24 second.
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12
1 Y ou may proceed.
2 .-
3 JEFFREY A. MURPHY

4 Dbeing first duly sworn, as prescribed by law, was

5 examined and testified as follows:

6 DIRECT EXAMINATION
7 By Mr. Kutik:
8 Q. Could you introduce yourself, please?

9 A. My nameis Jeffrey --

10 EXAMINER FARKAS: If you could turn your
11 mic. on. Theswitch ison the bottom of the

12 microphone.

13 EXAMINER PIRIK: On the back.

14 A. My nameis Jeffrey A. Murphy. I'mthe

15 Director of Rates and Gas Supply for Dominion East
16 Onhio.

17 Q. Mr. Murphy, do you have before you DEO

18 Exhibits1.0,1.1,1.2, 1.3, and 1.4?

19 A. Yes, | do.
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20 Q. And could you identify each of those for
21 us, please?

22 A. Exhibit 1.0 is my direct testimony filed
23 inthisproceeding. Exhibit 1.1 is my supplemental

24 direct testimony. Exhibit 1.2 is my second
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13
1 supplemental direct testimony. Exhibit 1.3 ismy

2 third supplemental direct testimony. And Exhibit 1.4
3 ismy fourth supplemental testimony.

4 Q. Do you aso have before you DEO Exhibit

5 12.0?

6 A. No, | do not.

7 Q. Let me hand you that exhibit.

8 Could you identify that, please?

9 A. Yes, gr. Thisisalisting of various

10 itemsthat have been filed in thiscase. So asto

11 preclude the need to file these documents as part of
12 our exhibits separately we have just listed them here
13 for convenience purposes.

14 MR. KUTIK: And asthe Bench may recall,
15 | think the parties agreed that in lieu of filing

16 these specific documents, that we would just refer to
17 them and incorporate those documents by reference
18 here.

19 EXAMINER FARKAS: Yes.
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20 Q. Do you aso have before you Joint Exhibit
21 17

22 A. Yes, | do.

23 Q. What isthat?

24 A. That isthe stipulation and
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14
recommendation entered into by various partiesin

this proceeding.

Q. Mr. Murphy, do you have any corrections
or additions to make to any of the exhibits before
you?

A. No, | do not.

Q. If | asked you the questions that appear

in DEO Exhibits 1.0 through 1.4, would your answers

today be the same as appear in those exhibits?
A. Yes, they would.

MR. KUTIK: | have no further questions.

EXAMINER FARKAS: Okay. Do you have any

guestions?
MR. AIREY: No questions.
EXAMINER FARKAS: Mr. Serio.

MR. SERIO: Thank you, your Honor.

CROSS-EXAMINATION

By Mr. Serio:
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20 Q. Good morning, Mr. Murphy.

21 A. Good morning, Mr. Serio.

22 Q. Il'vegot some questionsand I'll start

23 with your fourth supplemental testimony and attempt

24 to eliminate duplicative questions; that would be
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15
your Exhibit 1.4.

And I'm correct that in your testimony
beginning on page 7, Roman numeral |11, Joint Exhibit
1-A to the stipulation, from that point on in your
fourth supplemental testimony is the part of your
testimony that addresses the rate design component of
the proceeding that was not settled by the
stipulation in Joint Exhibit 1.

A. That iscorrect.
Q. Andyou indicatetherethat it'sa
proposed rate structure for the general sales
service, or the GSS, class; that's correct?
A. Yes gir.
Q. Now, you indicate there that the GSS
class rate schedules were modified to limit
eligibility to customers consuming less than 3,000
Mcf per year. Within the GSS class, less than 3,000
Mcf per year consumption would be residential as well

as nonresidential customers, correct?
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20 A. Yes, that iscorrect.

21 Q. And, infact, that could include

22 commercial or industrial customers aswell as
23 residential, correct?

24 A. That iscorrect.
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16
1 Q. So as proposed under your Joint Exhibit

2 1-A, therate design component, the company is

3 proposing moving towards a straight fixed variable
4 rate design for any customers that take less than

5 3,000 Mcf per year in the GSS customer class.

6 A. That iscorrect.

7 Q. Now, Mr. Puican on behalf of the staff

8 submitted a second supplemental piece of testimony in
9 this proceeding; have you had any opportunity to

10 review that testimony at all?

11 A. | receivedit only earlier this morning

12 and have spent limited time with it thus far.

13 Q. Could you turn to his Exhibit SEP-1A?

14 A. | don't have that testimony with me here
15 at the stand.

16 MR. KUTIK: And | guess| would object to
17 any questions on the testimony since it hasn't been
18 admitted or authenticated.

19 EXAMINER FARKAS: Hereally hasn't had a
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20 chanceto review it yet.

21 MR. SERIO: With al due respect, your

22 Honor, he's had as much opportunity aswe've had. |
23 just -- there's a breakdown of customer usage levels

24 in Mr. Puican's testimony that | wanted to ask
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Mr. Murphy about, and I'm assuming that he would be

generally familiar with those customer usage levels,
and at least having the exhibit in front of him he
would at least have the opportunity then to look at
the numbers.

And | understand that they may not -- he
may not have the understanding that those are the
exact numbers, but as the overall company policy
witness | would assume that he's got some familiarity
with customer usage levels.

EXAMINER FARKAS: I'll dlow it. Just
provide the witness with a copy.

Q. I'm handing you a copy of the second
supplemental direct testimony of Stephen E. Puican,
it hasn't been marked as an exhibit yet in the
proceeding. 1'd like you to turn to the last pages
where he has some exhibits.

A. Thank you.

Q. You'regeneraly familiar with customer
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20 usage levels on the Dominion system, correct?
21 A. Yes.

22 Q. For example, you could tell me what the
23 average usage for aresidential customer ison the

24 system?
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A. Yes, | could. For thetest year that

number was approximately 99.1 Mcf per year.

Q. Soif I looked at Exhibit SEP-1A, | think
that's the first of the charts in the testimony, and
| looked under 12 Month Usage where it says "90.1 to
100," and then it lists total number of customers, do
those numbers for number of customers using that
level of usage look familiar to you?

A. Yes, it does.

Q. Okay.

EXAMINER FARKAS: Could | ask you a
clarifying question? You had said 99.1 Mcf per year
was average customer usage; isthat residential and
nonresidential ?

THE WITNESS. The average number that |
provided of 99.1 Mcf per year isthe average
residential customer usage.

EXAMINER FARKAS: Thank you.

THE WITNESS. The average nonresidential
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20 customer usage is approximately four times that

21 amount or over 390 Mcf per year.

22 EXAMINER FARKAS: Thank you.

23 Q. (By Mr. Serio) And do you know what the

24 average usage for a PIPP customer, percentage of
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19
1 income payment plan customer, is?

2 A. The average use for the percent income

3 payment plan customers on our system isin excess of
4 130 Mcf per year.

5 Q. Would you accept, subject to check, that

6 it's131.42 Mcf for 20077

7 A. Yes.

8 Q. Now, do you know what the average

9 consumption for alow-income non-PIPP customer is?
10 A. No, | do not.

11 Q. Andwould you agree with me that not all
12 low-income customers are Pl PP customers?

13 A. Could you define what you mean by

14 "low-income customers'?

15 Q. Lowincomebased on | believeit's

16 150 percent of the United States poverty level.

17 A. Yes, it would be true that not al of the

18 customers at or below that poverty level would

19 necessarily be enrolled in our PIPP program.
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20 Q. Now, as| understand it, the company's

21 proposal at this point for rate design would increase
22 thefixed charge and decrease the volumetric charge
23 that make up the customer charge, correct?

24 A. Yes, that iscorrect, for this GSS class
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20
1 of customers served by the general sales service rate

2 schedule and the energy transportation service rate
3 schedule.

4 Q. Now, am | correct that for aresidential

5 customer that uses 100 Mcf, the average, the rate

6 design as proposed by the company is such that that
7 customer'sincrease to the fixed portion would be

8 offset by the decrease to the volumetric portion?

9 A. Areyou comparing the proposed rates to
10 the current ratesin effect?

11 Q. Yes.

12 A. The proposed rates for GSS class

13 customers, the average usage level for residentia
14 would represent an increase over current rates.

15 Q. Andif weremove the increase that comes
16 from the revenue increase in this proceeding, if we
17 just look at the customer charge, for the customer
18 taking 100 Mcf of gasin ayear isthe rate designed

19 sothat theincrease to the fixed portion is offset
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20 by the decrease to the volumetric portion?

21 A. Yes. | believeyou can seethat in the

22 Exhibit SEP-1A. If you look under the column 12
23 Month Usage, look at the 100.1 to 110.0 usage level

24 and then work your way over to the right, you'll see
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21
1 that the Percent Increase Over 5.70 Proposed Bill is

2 anegligible difference of adime.

3 Q. Okay. Sothat meansin turn for

4 customersin the GSS class that take lessthan a

5 hundred Mcf, there would be some net increase as a
6 result of the increase to the fixed component and

7 decrease to the volumetric charge, correct?

8 A. Yes, that iscorrect. Andit's

9 attributable to the redesign of the rates that are

10 intended to collect agreater portion of the

11 company's fixed costs through the monthly service
12 charge.

13 Q. Andtheflip sideisfor customerstaking
14 over 100 Mcf, they would see some net decrease from
15 theincreasein the fixed portion and decrease in the
16 volumetric portion, correct?

17 A. Thatiscorrect. And, onceagain, as

18 attributable to the different approach taken with

19 regard to the rate design in this proceeding.
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20 Q. Andasyou move away from that 100 Mcf a
21 year break-even point, the further you move from it
22 thelarger the net increase or decrease, correct?

23 A. That iscorrect. And | would argue that

24 that's primarily amathematical result. You're
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comparing one set of ratesto another. To draw any

conclusions with regard to appropriateness, however,
one has to again recognize that what we're moving to
iIsarate design that provides for a more appropriate
recovery of the company's fixed costs through rates.
Q. Now, because of that mathematical
eguation customers that use the lowest amount of gas
would see the largest net increase in the GSS class,
correct?
A. Yes, that iswhat's shown on this table,
and much of that is dueto the fact that under the
current or traditional rate design approach large
customers subsidize smaller customers.
Now that we're looking at a more
equitable distribution of those costs, we have an
outcome where those customers at low usage levels do
have a higher percent increase, but again, what we're
In asense doing is correcting for adeficiency in

the current rate design approach.
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20 Q. Now, for the average customer that uses a
21 hundred Mcf of gas, that customer uses natural gas
22 for heating purposes, correct? Among others.

23 A. That iscertainly apossibility, although

24 given that we'relooking at ageneral sales service
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class of both residential and nonresidential, it's

certainly conceivable that they might not use it for
heating purposes.

Q. Okay. Soif we'relooking at just
residential customersin the GSS class, would you

agree that the hundred Mcf break-even point for
residential customers probably means that the
residential customer uses gas for heating purposes
among any others?

A. Ingenera | think that would be a good
conclusion. It's aso interesting to note that as we
were reviewing the rate design alternativesin this
case, we found that customers consuming below 50 Mcf
per year and even customers consuming below 25 Mcf
per year likewise demonstrated a usage pattern that
indicated that they were using it for heating
purposes as well.

Q. Now, to the extent that the lowest usage

customers see the largest percentage in actual dollar
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20 increase as aresult of the rate design, does the

21 company think that there's a possibility that some
22 part or al of those customers may decide that they
23 no longer want to use natural gas as aresult of the

24 increase from the change in rate design?
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MR. KUTIK: I'll object. | think the

guestion assumes facts that Mr. Murphy has testified
about the largest percentage increase, but not
necessarily the largest dollar increase.

EXAMINER FARKAS: I'll allow himto
answer it.

THE WITNESS:. May | have the question
reread, please?

(Record read.)

A. Certainly | think it's highly unlikely

that all of those customers would decide to leave the
system. | should also note that as you look at the
last couple of years on our system, our residential
customer base has decreased by 9,000 customers. We
don't know what that decrease is attributable to; it
could be foreclosures, it could be disconnections for
nonpayment, it could even be of course customers
leaving the system because of the current level of

rates that they're asked to pay.
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20 So we can't attribute any particular

21 motive, if you will, to customers leaving the system.
22 Q. Okay. Let'slook at, for example, the

23 firstline, the zero to 5 Mcf per year usage. For a

24 residential customer using 5 or less Mcf ayear,
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25
1 would you assume that that customer is using gasto

2 heat their home?

3 A. We have not done any studies with regard

4 to particular usage levels and the exact uses, which

5 customers utilize natural gas.

6 Q. | understand that, but based on your

7 experience in the gasindustry do you think it's

8 possiblethat aresidential customer livingin

9 Cleveland, Ohio, could use natural gas to heat their
10 home and use lessthan 5 Mcf ayear?

11 A. | supposeit's always possible if you

12 have acustomer that's using a wood-burning fireplace
13 or some alternative means of, say, electric heat or

14 what have you. Again, we haven't done any studies
15 that apportion the type of use for individual usage

16 levelson thistable.

17 Q. Would you agree with me that for

18 customersusing very low levelsof gas, 5, 10, 15 Mcf

19 ayear, to the extent that they're using gas to heat
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20 their home, thenin all likelihood that gasis some
21 typeof supplemental? It's supplemented by some
22 other heating source.

23 A. Agan, that's possible. As| mentioned

24 earlier, aswe looked at potential rate design
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26
1 alternatives we found that customers consuming even

2 lessthan 25 Mcf ayear had a usage pattern that

3 indicated that they were utilizing it for heating

4 purposes to some degree or another. Again, we're not
5 surewhether that was a situation where they had

6 supplemental heat or were using natural gas for all

7 of their heating purposes.

8 Q. When you say for customers using 25 Mcf

9 you saw similar usage patterns, that meansthat in

10 the winter months their usage was greater than in the
11 nonwinter months?

12 A. That'scorrect. Oftentimesin the gas

13 industry we use something called load factor to

14 represent or reflect what the usage patternisand

15 that's ssmply the ratio of average use to peak-day

16 use, and what we found is that in customers consuming
17 below 50 Mcf, for example, that their load factor,

18 again that's the percentage of average use divided by

19 peak use, was approximately 23 percent.

file:///A|/EastOhioGas-V0l%201V..txt (51 of 248) [8/27/2008 11:04:52 AM]



file:///A]/EastOhioGas-V 0l%201V .txt

20 That was the same for the other group of

21 customers, so we see avery comparable usage pattern
22 in customers using below 50 Mcf and above 50 Mcf and
23 found a comparable usage pattern in those customers

24 even consuming less than 25 Mcf per year.
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Q. Haveyou done any analysisto determine

what the load factor would be for a customer that
uses natural gas only to heat a water tank?

A. No, wehavenot. Welook at itinthe

aggregate across all the uses for those customers.

Q. Soyou haven't broken down load factor by
individual use, for example for a stove to heat the
home, heat water, or some other use, correct?

A. That's correct. Our billing information
Isof course for aggregate load only and does not
apportion individual usesto an individual bill.

Q. Okay. Soif welook at that customer
using 5 Mcf or less per year and we go to the far
right of the chart, that indicates that that
customer's going to pay $81.55 more under the current
proposal than they would under the current rate
structure, correct?

A. Yes, that iscorrect. And what that does

Isreflect the fact that we're recovering a greater
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20 portion of our fixed cost. Asl indicatein my

21 testimony, the bulk of LDC distribution costs are
22 fixedin nature, so what we're really doing, once
23 again, is correcting for adeficiency in the current

24 rate design; that mathematically happensto result in
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the dollar increase that you spoke of.

Q. Sothe 81.55 would be an annual increase,
correct, as you understand it?

A. Yes, based on my read of this exhibit
that would be an amount attributable to an annual
period of time.

Q. Andif | look at that column, the actual
dollar increase decreases as usage levels increase,
correct?

A. Yes, itdoes. Onceagain, that'sa
by-product of the rate design we've pursued in Joint
Exhibit 1-A.

Q. Did the company do any kind of analysis
to determine the impact of the rate design on
low-income non-PIPP customers at al?

A. No, wedid not.

Q. Isit correct to say that the company
used PIPP customers as a surrogate for low-income

customers in designing these rates?
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20 A. Thatisnot correct.

21 Q. It'snot correct.

22 What did you use as a representative --

23 aspart of your analysisfor low-income customers,

24 how the rate design would impact them?
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29
1 A. | believel've previoudy stated that

2 there was no such analysis performed. We looked at
3 it on acost-of-service basis regardless of income

4 levels. We do note, of course, that asyou're

5 looking at a PIPP customer, their costs will actually

6 decrease based upon the table that Mr. Puican's

7 provided as Exhibit SEP-1A. However, we did not do
8 any separate analysis for non-PIPP low-income

9 customers.

10 Q. Now, if | look on SEP-1A under Total

11 Customers, the third column, down near the bottom
12 when you're getting into the usage levels of a

13 thousand to 2,000 plus, the number of customersis
14 much smaller. Based on your knowledge of the system
15 would you agree that those are probably master

16 metered situations, or are those individual

17 residential homes, if you know?

18 A. Based on my knowledge of the system |

19 would suggest that those would be master metered
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20 accounts where you might have an apartment, for
21 example, with multiple suites.

22 Q. What'sthe largest annual usage that

23 you're familiar with for aresidential customer in a

24 home on the Dominion system?
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A. | haven't performed that analysis.

Q. Now, if I look at SEP-2A and contrast it
with 1A, it looks to me like the difference is that
SEP-1A isUsage Level - Residential, and SEP-2A is
Usage Level - Total GSSand ECTS. Do you see that?
Upper left-hand corner.

A. Yes.

Q. Soto the extent that SEP-2A says"Total
GSSYECTS," that means that that would include the
commercial and industrial GSS customers that fall in
the GSS class that would have necessarily been
excluded in SEP-1A because that's just residentials,
correct?

A. Onceagain, I'venot had alot of timeto
peruse these exhibits, but based on thetitle | would
agree with your characterization.

Q. Soif that wasthe case and | ook at the
zero to 5 Mcf annual usage, for residential it was

24,835, and then under the total GSS/ECTS it lists
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20 28,506. Based on that if | subtract the residential

21 from the total, that would leave me with

22 approximately 3,700 nonresidential customers that use
23 5Mcf orlessinayear. Do you seethat?

24 THE WITNESS. May | have the question
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reread, please?

Q. I'll just -- if you look at the total
GSS/ECTS 28,500 on 2A.

A. Yes.

Q. And then you subtract the 24,835 of
residential from 1A. The ensuing number is less than
4,000. That would mean that there's less than 4,000
GSS/ECTS customers that use 5 Mcf or less per year,
correct?

MR. KUTIK: I'm going to object at this
point. | mean, we're getting into detailed questions
about the makeup of this dataand | think those
guestions should be better directed to --

EXAMINER FARKAS: I'm going to sustain
the objection.

Q. You'refamiliar with the commercia and
industrial customers that are in the GSS customer
class generally?

A. Yes | am.
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20 Q. If there's customersin the GSS customer
21 class, nonresidential, and their usageislisted at
22 lessthan 5 Mcf ayear, what would be your

23 understanding of what they use natural gasfor?

24 A. Just aswith the residentia class, |
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haven't done any studiesto look at specific uses

within the nonresidential sector. | should note,
however, that as we have reviewed the residential
class to small nonresidential customers, that their
load profile or load factor isvery similar. And |
base that on several analyses that we've performed.

Prior to expanding our systemwide Energy

Choice program we secured the services of afirm

called RLW Analyticsto provided load research for
us; they concluded in their research that small
nonresidential customers have avery similar load
profile to residential customers. In our forecasting
for Energy Choice we found the same result to be true
aswell.

So if you're comparing residential
customers to small nonresidential customers, they
look very similar to one another.

Q. What would you define asmall

nonresidential customer usage level as?

file:///A|/EastOhioGas-V 0l%201V..txt (63 of 248) [8/27/2008 11:04:52 AM]



file:///A)/EastOhioGas-V 0l%201 V .txt

20 A. Wewould look at that as being something
21 that would be one, two, perhaps as many as three
22 timesaslarge astheresidential class.

23 Q. Soasmuch as 300 Mcf ayear for

24 nonresidential customers you'd find similar usage
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1 patternsasresidential customers.

2 A. Thatiscorrect. Aswelook at what we

3 refer to asthelir load factor, as | mentioned

4 earlier, those load factors for residential and small

5 nonresidential are consistently inthe 22 to

6 24 percent range meaning that the ratio of average
7 consumption to peak-day consumption is very

8 comparable.

9 Q. Soto the extent that you indicated that

10 it'sonly applicable for small nonresidential

11 customers, to the extent that there's GSS customers
12 that use over 300 Mcf, | assume that that means that
13 those customers did not exhibit the same usage

14 patterns asresidential customers, correct?

15 A. That's correct. Generally speaking, as

16 you look at our customer base, the larger the

17 customer the better the load factor. And | use that
18 term often primarily because it's an important

19 determinant in the cost allocation on our system.
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20 Using the average excess class cost-of-service model
21 that we use, the better the load factor, the less on

22 average the capacity cost allocated to an individual
23 customer class.

24 And so as aresult what we find is that
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34
1 you have generally a subsidization going on from

2 those larger GSS customers to smaller GSS customers,
3 thatispartialy offset in the rate design that

4 we've proposed, but | would note that in Joint

5 Exhibit 1-A we have abreakdown. Customers consuming
6 lessthan 50 Mcf in year one would have a usage rate
7 of 62-1/2 cents, those consuming over 50 Mcf per

8 month would pay a higher rate of adollar 5.1, and

9 that'sanindication or aconcession, if you will, to

10 the gradualism that we're trying to embody in these
11 rates.

12 Q. Sothebreak of 50 Mcf, if I'm just

13 looking for number of customers that's impacted by it
14 and| look at SEP-1A, that would be the 45.1 to 50

15 usage, and you'd go to the cumulative percentage,

16 right, would be the customers that would be eligible
17 for that lower block?

18 A. That'scorrect. Andin my fourth

19 supplemental testimony | give some information
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20 regarding the relative usage levelsthere. If you'll

21 give me amoment, I'll find that.

22 If you look on page 14 of my fourth

23 supplemental direct testimony, in lines 10 through 20

24 | provide some information on the relative usage
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within these rate blocks. For example, on line 13 it

indicates that we have a GSS class test year usage of
approximately 143 billion cubic feet. Approximately
13 percent or nearly 19 Bcf of that fallsinto the
over 50 Mcf per month block.
It's interesting as you look at that
larger consumption level that the predominant amount
of that is nonresidential. In fact, 84 percent of
the usage in that higher block is comprised of the
nonresidential class. If you wereto look at the
individual classes, that is residential and
nonresidential, less than 3 percent of the
residential consumption liesin that over 50 Mcf rate
block whereas approximately half of the
nonresidential class consumption lies within that
above 50 Mcf per month rate block.
Q. When you're looking at that 50 Mcf per
month block, isthat 50 Mcf on average over ayear or

aslong as | use more than 50 Mcf, one month during
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20 theyear?

21 A. Theway this schedule was constructed it

22 |ooked at month-by-month consumption levels. So if,
23 for example, in December there was a certain usage at

24 aparticular account that was above 50 Mcf, that
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usage would fall in here. It was not done on an

average usage level basis.

Q. Soit'sconceivable that you could be
above the 50 one month, below it the next, and you
could see that pattern repeated throughout the year.
And if that was the case, then the rate would apply
to the block that you fell in in each specific month,
correct?

A. Yes, that iscorrect.

Q. Tothe extent that you get aresidential
using 50 Mcf per month or more, are there -- to your
knowledge, are there individual residential homes
that ever get to that level of usage or would that
residential usage be limited to those master metered
type accounts?

A. Onceagain, | haven't done a study of
that, but generally speaking when you're in very
large usage levels, those would tend to bein

apartments with multiple accounts being served off a
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20 particular apartment.

21 Q. Sowhen you say less than 3 percent of

22 theresidential volumes would be priced at that rate,
23 that 3 percent would probably be those master metered

24 type accounts, correct?
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1 A. | would suggest that it certainly

2 includes those master metered accounts, but it may

3 not be limited to those accounts.

4 Q. Now, on page 8 of your fourth

5 supplemental testimony you indicate in year one

6 71 percent of the annual base rate revenues would be
7 provided by the 12.50 fixed monthly customer charge
8 for acustomer using 99.1 Mcf per year.

9 Why did you use 99.1 Mcf per year there?

10 A. That'ssimply the average residential

11 usage for the GSS/ECTS group of customers. That
12 equatesto approximately 8.26 Mcf per month.

13 Q. Now, you indicated that in year two the

14 percentage goes up to 84 percent with the 15.40

15 customer charge. Do you know what the percentageis
16 today with the 5.70 customer charge?

17 A. No, | don't know offhand. | should point

18 out that, once again, thisrate design is intended to

19 recover more fixed costs than that monthly service
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20 charge. Soto the degreethat we're looking at a

21 comparison between current rates and proposed rates,
22 we'relooking at some numbersin a sense that may be
23 mathematical in terms of percent recovery through

24 fixed charge versus volumetric charge, but the rate
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design is expressly intended to really follow cost

cause causation principles more closely.

Q. Inan attempt to eliminate alot of
cross-examination, do you recall when | deposed you,
we had a discussion regarding the company's intent
initially to file asking for decoupling rather than
straight fixed variable?

A. Yes, | do.

Q. And| believethat as part of that

discussion you indicated to me that the company had
put some information in the application regarding the
straight fixed variable rate design. Do you recall
that?

A. Yes. Asamatter of fact, on page 8 of

my testimony | have something that's very close to

the description of that Alt. Reg. portion of our case
dealing with the sales reconciliation rider which is

our form of decoupling.

Q. If I wasto look at page 42 of your
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20 initial direct testimony, your Exhibit 1.0, isthat
21 theonly testimony that you provided regarding
22 straight fixed variable rate design in the original
23 application?

24 A. | believethat isthe only testimony that
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accompanied the application regarding SFV rates. |

should note that in my second supplemental direct
testimony | address some of the objections to the
Staff Report and there is a portion of that that
addresses SFV rate design as well.

Q. You asoidentified DEO Exhibit 12.0 when
you took the stand earlier today, correct?

A. Yes, | did.

Q. If Il wastolook at all the documents
listed on Exhibit 12.0, there's 15 of them, other
than page 42 in your testimony is there anything in
any of those other documents that supported a
straight fixed variable rate design for the company?

A. Yes, there are.

Q. And canyou tell me what those are?

A. 1thinkif -- there's several things that
cometo mind. Specificaly, asyou look, for
example, at our filing Schedule C-2.1, that's a

portion of the standard filing requirements and it
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20 identifies the various types of costs that the

21 company incurs by FERC account.

22 If you were to review those costs, you

23 would look at the description and find that the vast

24 magority, in fact virtually every one, is acost that
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1 does not vary with usage.

2 So | would suggest that portion of our

3 standard filing requirements indicate that our costs,

4 infact, are fixed, which of course would in turn

5 support astraight fixed variable rate design.

6 | would also note that as you look at the

7 class cost of service, which is Schedule E-3.2, and

8 asweidentify costs by rate schedule, that too

9 apportions costs in away where you have an

10 identification of cost types that are predominantly
11 fixed innature. That, once again, would support an
12 SFV rate design.

13 So while it might not be stated in

14 testimony, nonethel ess there are schedul es that were
15 madein thefiling that would support the devel opment
16 and implementation of SFV rates.

17 Q. Did the schedules that you just

18 referenced as set forth in the application

19 specificaly indicate that they were there in support
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20 of astraight fixed variable type rate design?

21 A. No, they are ssimply part of the standard

22 filing requirements. However, once again, they would
23 by their very nature support the development and

24 implementation of SFV rates.
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Q. | believein one of your pieces of

[ —

2 testimony you indicated that you were also

3 responsible for the legal notice in the proceeding;
4 isthat correct?

5 A. Yes, that'sjust part of my overall

6 responsibilitiesin this case.

7 MR. SERIO: Could | approach, your Honor?
8 EXAMINER FARKAS:. Yes.
9 MR. SERIO: | have two documents I'd like

10 tomark for purposes of identification as OCC

11 Exhibits 19 and 20. And the two documents are the

12 legal notice the company had in this proceeding, I'd

13 like to mark the three-page document that says

14 Schedule S-3 as OCC Exhibit 19, and then the two-page

15 document that has at the top Legal Notice as OCC

16 Exhibit 20.
17 EXAMINER FARKAS: So marked.
18 (EXHIBITSMARKED FOR IDENTIFICATION.)

19 Q. Could you do that, Mr. Murphy, so we can
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20 keep them straight?

21 A. Yes | did.

22 Q. Tothe best of your knowledge are these

23 thetwo notices that the company submitted and filed

24 inthis proceeding?

file:///A|/EastOhioGas-V 0l %201V .txt (82 of 248) [8/27/2008 11:04:52 AM]



file:///A]/EastOhioGas-V 0l%201V .txt

42
1 A. Tothe best of my knowledge, they are.

2 Q. Andif I look at OCC Exhibit No. 19, can

3 youtell me wherein the notice it indicates that the

4 company was requesting a straight fixed variable rate
5 design that would include a customer charge in excess
6 of $5.70?

7 A. | don't see any specific referenceto a

8 dstraight fixed variable rate design. | would point

9 out, however, that in the exhibit entitled Schedule

10 S-3that at the top of page 2, first full paragraph,

11 itindicates that "Recommendations that differ from
12 the application may be made by the Staff of the

13 Commission or by intervening parties and may be

14 adopted by the Commission."

15 As| consider the SFV rate design

16 proposed in this case, my view isthat that in part

17 arisesfrom arecommendation that differs from the
18 application that was made by the Commission staff and

19 subsequently may be adopted by the Commission.
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20 So the language within this legal notice

21 | believe specifically contemplates other approaches
22 to the proposed increased rates that would perhaps
23 differ from what the company originally requested.

24 Q. Isthere anywhere in the language that
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you just cited that says that the company might adopt

those different recommendations?

A. No, thereisn't. What the company's done
with this proposed rate increase, pardon me, this
proposed Exhibit 1-A --

MR. SERIO: Your Honor, I'd liketo
strike anything further. | got the answer to the
guestion. It was a pretty straightforward question.

MR. KUTIK: He'sexplaining his answer, |
think he should be allowed to.

EXAMINER FARKAS: I'll allow himto
explain.

A. Therates proposed in Joint Exhibit 1-A
follow arecommendation that differs from the
application that was made by staff and, hence, |
would view it as being something addressed
tangentially perhaps but addressed nonetheless within
the exhibit indicated with Schedule S-3 at the top.

Q. If you could look at OCC Exhibit 20, can
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20 you tell meif there's anything in OCC Exhibit 20

21 that would provide customers notice that the company
22 was contemplating a straight fixed variable rate

23 design?

24 A. Thisparticular legal notice deals
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predominantly with the proposed pipeline

infrastructure replacement program. It's interesting
to note that at the bottom of the second paragraph it
indicates that "the proposed mechanism provides that
al customers receiving service under the following
rate schedules shall be assessed a monthly charge,
regardless of gas consumed, to recover the revenue
requirement,” and then it goes on to list the rate
schedul es themselves.
So certainly the notion that a monthly

charge regardless of gas consumed shown here, while
it may not indicate a straight fixed variable rate
design, certainly communicates that general approach
to designing rates.

Q. Youindicated that OCC Exhibit 20 was for
the pipeline infrastructure program?

A. Yes. That iscorrect.

Q. And not for the general rate application

itself, correct?
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20 A. That iscorrect. | was merely responding
21 toyour question as to whether or not there's an

22 indication of SFV type ratesin here and the answer
23 isyes, thereis.

24 Q. Andthat indication isonly for the
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pipeline infrastructure replacement charge and not

for any other charges; isthat correct?

A. Yes, itiswith regard to the proposed
mechanism in here.

Q. Now, on page 8 of your testimony you
indicate there's five reasons why the company prefers
SFV to acombination of traditional rate design and
decoupling. Do you see that?

A. Yes, | do.

Q. Andthefirst oneisit would address the
problem of declining usage per customer more
effectively. Do you see that?

A. Yes.

Q. Asproposed by the company initially,
though, the sales reconciliation rider represented a
means to address the problem of declining usage per
customer, correct?

A. Yes, that iscorrect. This extract on

page 8, however, indicates that the straight fixed
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20 variable rate design would more effectively

21 accomplish that task.

22 Q. Yeton page 8 of your testimony you

23 indicate that the SRR does represent an acceptable

24 meansto achieve that outcome, correct?
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A. Yes. And specifically within the

historical rate design approach utilized by the
Commission, to the extent that the Commission selects
or approves another rate design approach reflecting
straight fixed variable, we would find that that
approach would be a preferable outcome in this case.
Q. It'spreferable, but the SRR would still
achieve an acceptable or reasonabl e result, correct?
A. | believel said that was correct, within
the historical rate design approach utilized by the
Commission.
Q. Okay. It'sthe second half of your
answer there; if the Commission decides that the
straight fixed variable type program is acceptable,
in that context does an SRR till achieve an
acceptable solution to the problem of declining usage
per customer?
A. | believeI've already responded to that

guestion, but in general terms what you're talking
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20 about are two different outcomes. Outcome one would
21 be something that's consistent with the historical or

22 traditional approach to rate design. Within that

23 outcome universe the SRR mechanism would be an

24 acceptable means to address that declining use per
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1 customer issue.

2 However, if the Commission, asit didin

3 the Duke Energy gas case, approves something that is
4 closer to the straight fixed variable rate design,

5 we, for the reasons cited in my testimony, would

6 prefer that approach.

7 Q. | understand you'd prefer it. My

8 (question was. Would it still -- would a decoupling

9 mechanism similar to the SRR still produce an

10 acceptable result?

11 MR. KUTIK: Objection; asked and answered
12 now four times.

13 EXAMINER FARKAS: | believe he's answered
14 that question.

15 Q. Now, your second item addresses the

16 State'senergy policy.

17 A. Yes.

18 Q. Andit saysaswith the revenue

19 decoupling proposed in the application, the proposed
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20 rate design also advances the state energy policy.

21 So you'reindicating there that both revenue

22 decoupling or the SFV would address the state energy
23 policy inyour opinion, correct?

24 A. Yes, they would.
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1 Q. Now, you indicate third that the rate

2 design is supported by the cost-of-service study. Am
3 | correct that the cost-of-service study would

4 support both decoupling or a straight fixed variable
5 ratedesign?

6 A. Whileit supports the overall revenue

7 requirement, the cost-of-service study is more

8 supportive of the straight fixed variable rate design
9 approach because it indicates that the type of costs
10 that the LDC incursto provide distribution service
11 are predominantly fixed in nature.

12 Q. You submitted the cost-of-service study
13 at the same time as the company's proposal was for
14 the SRR rider and not straight fixed variable rate
15 design, correct?

16 A. Yes, that iscorrect. And one of the

17 reasonsthat you provide those class cost-of-service
18 studiesisto identify the appropriate revenue

19 requirement. If you'll look through those studies,

file:///A|/EastOhioGas-V 0l%201V..txt (95 of 248) [8/27/2008 11:04:52 AM]



file:///A)/EastOhioGas-V 0l%201 V .txt

20 however, you won't see a specific reference to rate
21 design, what you seeis basically the company's cost
22 apportioned to individual rate schedules.

23 So once again, the class cost-of-service

24 study doesn't deal with rate design as much asiit
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1 doesthetype and allocation of system total costs.

2 Q. Soto the extent that the proposed rate

3 design is supported by the cost-of-service study,
4 that'savery general statement that you're making
5 there, correct?

6 A. Weéll, at therisk of having it both ways,
7 it'sboth. It's specific in the sense that aswe

8 look at the types of coststhat are there, those

9 costs are predominantly fixed in nature. It's

10 genera inthe sense that what it'sdoing is

11 apportioning that revenue requirement from one class
12 tothe next.

13 Q. Asyou filed the cost-of-service study
14 did it support the SRR?

15 MR. KUTIK: Objection; asked and

16 answered.

17 EXAMINER FARKAS: I'll allow himto
18 answer.

19 A. The class cost-of-service study primarily
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20 supported the proposed revenue allocation from one
21 classto the next in the case. It did not deal

22 expressly with the SRR mechanism proposed in the
23 application.

24 Q. Would you turn to page 10 of your fourth
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supplemental testimony? On line 7 there you indicate

it isexplained by Mr. Andrews, and Mr. Andrews there
was one of the witnesses in this proceeding?
A. Yes, heis. He'sthe company's witness
that sponsored the class cost-of-service study.
Q. Anditindicates here "during his August
1st, 2008, cross-examination . . . 'the
cost-of -service study that Dominion submitted in its
filing would support any rate design with the
combination of charges that were included to produce
the revenue requirement.” Do you see that?
A. Yes | do.
Q. So that meansthat the cost-of-service
study would support a decoupling mechanism from
Mr. Andrews' perspective, correct?
A. Inreviewing thetranscript | believe
Mr. Andrews was specifically referring to the
alocation of revenue requirement. And what he

stated was that any rate design that would generate
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20 that level of revenue by customer class would be
21 supported by the class cost-of-service study.

22 So once again, | don't think it was

23 necessarily addressing the sales and reconciliation

24 rider issue as much as it was the apportionment of
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revenue allocation class by class.

Q. Now, the decoupling rider that the
company initially proposed in this proceeding, that
would have been done in conjunction with maintaining
the 5.70 customer charge for the East Ohio part of
the system and increasing the customer charge in the
West Ohio portion of the system from the, | think
it's4.38 up to 5.70, correct?

A. Yes, that iscorrect.

Q. Now, do you know if prior to making the
application the company did any outreach with
consumers to determine how understandable or
receptive customers might be to a decoupling type of
mechanism?

A. No, wedid not.

Q. Doyou know if the company did any
outreach with consumers to determine how
understandable or receptive customers might be to a

straight fixed variable type rate design?
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20 A. No, wedid not, primarily for the reason
21 that we didn't propose one. In addition, those kind
22 of issues of course would not be resolved until the
23 Commission issued itsruling in this case, so we did

24 not think that any such outreach or customer market
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research was appropriate at the time.

Q. You'refamiliar with the budget billing
that the company offers?

A. Yes, | am. I'm abudget billing customer
myself.

Q. And to the extent that a customer isin
good standing, they're eligible to sign up for budget
billing, correct?

A. That iscorrect. We have had timesin
the past where we permitted customers who were not
current in their bills to participate, but the
standard participation requirements are that you are
current on your bill.

Q. And the budget billing has the effect of
levelizing a customer's bill over a 12-month period,
correct?

A. It does. For some of our customers
budgetary issues and otherwise make them prefer that

particular type of billing arrangement. In other
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20 caseswe have customers, of course, that don't

21 participate and those customers may prefer to not be
22 on budget billing for severa reasons, they may not
23 appreciate the trueups that one has at the end of a

24 budget billing period, in addition they may prefer to
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be current on their bill at whatever point in time

that bill is rendered so as aresult they may not
wish to bein the position of owing the customer
money or having the company owe it money, they may
prefer to just pay their billsin full outside of the
budget billing program.
Q. Soyou agree with me that for some
customers that choose not to have budget billing,
they don't see levelizing their bill as a benefit,
correct?
A. That iscorrect. Andthey may prefer
other types of payment programs to budget billing for
reasons that have nothing to do with the levelized
billing that it offers.
Q. Do you know what percentage of Dominion's
eligible residential customers are on budget billing?
A. | don't know that figure offhand.
Q. Doyou know if it's more than 50 percent?

A. No, itisnot.
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20 Q. Doyou know if it's more than 25 percent?
21 A. | don't know.

22 Q. Would you accept, subject to check, that
23 in 2007 approximately 16.87 percent of Dominion's

24 customers that were eligible subscribed to budget
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billing?

A. | would accept that subject to check.

Q. Isthereany limit on the usage that a
customer can take and still be in the GSS customer
class?

A. There'sno limit on usage presently.

Under the proposed rate schedule for GSS and ECTS
service thereisalimitation of 3,000 Mcf per year
consumption.

Q. Now, the company in adopting the staff
recommendation on the straight fixed variable rate
design chose not to apply it to nonresidential
customers, correct? |I'm sorry, nonresidential
customers unless they're in the GSS customer class
using less than 3,000 Mcf ayear.

THE WITNESS. May | have the question
reread, please?
(Record read.)

A. Yes. To put it more simply, the straight
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20 fixed variable rate design appliesto the GSS class
21 of customers whether they're residential or not

22 residential, those specifically consuming less than
23 3,000 Mcf per year.

24 Q. Put another way, the only nonresidential
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1 customers under SFV as proposed would be

2 nonresidential customersthat are in the GSS class,

3 and under 3,000 Mcf ayear.

4 A. Yes. Of course customers can change rate
5 schedules that they're on, and the same thing applies
6 toresidentia customersaswell.

7 Q. Am| correct that the reason that the

8 company limited the straight fixed variable rate

9 design to the GSS customer classis because you

10 Dbelievethat customersin the GSS customer class are
11 more homogeneous than customers in the other rate
12 classes?

13 THE WITNESS. May | have the question
14 reread, please?

15 (Record read.)

16 A. Yes. | think it'simportant -- pardon

17 me. | think it'simportant to note we made that

18 determination with regard to residential and

19 nonresidential customers.
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20 Q. Andwhen you make that determination that
21 the GSS class of customers are more homogeneous, is
22 that based on their usage levels?

23 MR. KUTIK: I'm sorry, could you -- this

24 isdlow. Canyou read the question?
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1 (Record read.)

2 A. It'sbased both on their usage levels as

3 well astheir load factor.

4 Q. Now, if | wasto look at the Alt. Reg.

5 filing that the company made in this proceeding --
6 you'refamiliar with that filing, correct?

7 A. Yes, | am.

8 Q. Isthere anything in the Alt. Reg. filing

9 that shows the calculations of moving to a straight
10 fixed variable rate design? And can you tell me what
11 specificaly you're looking at right now?

12 A. TI'll let you know when | find it.

13 Q. Okay.

14 A. Section G of the company's application
15 which was submitted as part of the Alt. Reg.

16 requirements --

17 Q. Okay.

18 A. --identifies projected data.

19 Q. Which volumeisthat in thefiling; do
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20 you know?

21 A. I'msorry, | don't know which volume.
22 Again, it's Section G.

23 MR. KUTIK: May | just see what he's

24 looking at? Can | approach so | can see what he's
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1 looking at?

2

3

EXAMINER FARKAS: Yes.

MR. SERIO: Could | approach, your Honor,

4 to see what Mr. Murphy's looking at?

5

6

v

8

EXAMINER FARKAS:. Yes.
Q. Okay. Section G-1, page 1 of 2?
A. Yes

Q. Okay. Andwhat in particular thereis

9 supportive of the SFV?

10

11

12

13

14

15

16

17

18

19

THE WITNESS. May | havetheinitial
guestion reread, please?

(Record read.)

A. Section G of therate caseisrequired

under the Alt. Reg. provisions, and those provisions
require us to identify projected income and balance
sheet information under two scenarios, one without
the Alt. Reg. provision approved and, two, one with
the Alt. Reg. provision approved.

The Alt. Reg. provision incorporated into
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20 thisisthe salesand reconciliation rider. The

21 outcome or calculations in this particular section
22 aresimilar to those that you would have under
23 straight fixed variable rate design because what

24 you're doing is eliminating the impact on financial
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1 performance from declining use per customer. So

2 whileit doesn't reference straight fixed variable

3 rate design, nonetheless the calculations here are

4 comparable to those that you would have for projected
5 financia performance under an SFV kind of rate

6 design.

7 Q. Doesthe explanation that you just gave

8 appear anywherein Section G?

9 A. No,itisnot. It was merely provided as

10 part of the Alt. Reg. requirements in the case.

11 Q. Andyou'd agree with me that there's no

12 calculation that demonstrates the effect of the

13 straight fixed variable rate design in the Alt. Reg.
14 filing, correct?

15 A. | believel'vejust stated that the

16 calculation contained in Section G is comparable to
17 that of the straight fixed variable rate design

18 outcome.

19 Q. Mr. Murphy, do you recall adeposition
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20 that we did on July 14th up in Cleveland?

21 A. Yes.

22 Q. Anddo you recall me asking you --

23 MR. KUTIK: Weéll, if the witness could be

24 directed to a page of his deposition.
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1 Q. Do you have acopy of the transcript

2 handy?

3 A. Yes, | do.

4 Q. Could you turn to page 120.

5 MR. KUTIK: Doesthe Bench need a copy of

6 the deposition?

7 EXAMINER FARKAS: Do you have a copy?
8 MR. KUTIK: I'masking if OCC has a copy.
9 MR. SERIO: | have one copy that's got

10 marksand my notes, and | don't know if you want to

11 seeacopy that has my marks and notes on it.

12 EXAMINER FARKAS: Why don't you go ahead
13 and ask the question.

14 Q. (By Mr. Serio) Do you have page 120,

15 Mr. Murphy?

16 A. Yes, | do.

17 Q. And my question there, if you look on

18 line 6, "And so you're saying that the Alt. Reg.

19 Exhibit B has calculations that demonstrate the
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20 effect of the straight fixed variable rate design?"

21 Your answer is: "No."

22 A. That'scorrect. What | was speaking to

23 previously here was that they are comparable. They

24 are not exactly based on a straight fixed variable
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rate design. So they're not identical to, but

comparable to the outcome that you would have with
SFV kind of rates.
Q. Okay. And there's no calculation or
sample bill in the Alt. Reg. filing that would show
the impact from straight fixed variable rate design,
correct?
A. That is correct, because we did not
propose it in the context of that Alt. Reg. filing.
Q. Thank you.
Now, under the decoupling mechanism that
the company initially proposed, there would be a
reconciliation mechanism included in that, correct?
A. Yes, that iscorrect. We would compare
weather normalized actual usage per customer to test
year usage and have a reconciliation mechanism
designed to provide the appropriate adjustment to
base rate revenues.

Q. And the adjustment could go in either
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20 direction, correct? Under the normalization
21 mechanism.

22 A. Yes, it could. If weather normalized
23 consumption increased, then there would be a

24 potential reduction in base rate revenues, conversely
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if that use per customer on aweather normalized

basis had decreased, there would be an increasein
those subsequent revenues.
Q. Isthereany kind of similar
reconciliation done with the straight fixed variable
rate design?
A. No, thereisn't. And under apure
straight fixed variable rate design there would be no
reconciliation needed because what you've got isa
more accurate reflection of the type of costs that
the company incurs throughout the year and,
therefore, you would not need the kind of
reconciliation that a sales reconciliation rider
would provide.
Q. Doesastraight fixed variable rate
design as proposed in this proceeding, if awinter is
warmer than normal, as proposed, the SFV rate design
would significantly mitigate the result of selling

less gas than normalized volumes, correct?
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20 A. Itwould certainly mitigate that result

21 and, again, largely because what it's intending to do
22 istrack costs which are primarily fixed in nature.
23 Because costs are not variable, arevenue that

24 changes on a variable basis with weather doesn't
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necessarily track costs well.

Q. Now, under the current proposal if the
company were to have a colder-than-normal winter and
sell more volumes than were projected under
normalized weather, the company would benefit from
those additional sales, correct?

THE WITNESS:. May | have the question
reread, please?
(Record read.)

A. Pardon me, Joe. When you'retalking
about current proposal, are you talking about Joint
Exhibit 1-A?

Q. Yes

A. Yes, that's correct. Wewould receivea

benefit from colder-than-normal weather, and we would
receive an even greater benefit for
colder-than-normal weather under the sales
reconciliation rider mechanism.

Q. But under a-- under the SRR the benefits
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20 that the company gets in a colder-than-normal winter
21 would be offset by the benefits that would flow --

22 would be offset -- strike that.

23 | think you indicated that the benefit to

24 the company would be greater in a colder-than-normal
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winter under decoupling than it would under SFV; is

that correct?
A. Yes, that's correct.
Q. Could you explain to me how that works?
A. Sure. Keepin mind that revenue
decoupling is not weather normalization and,
therefore, what you do in comparing the weather
normalized volumesis you take out the effect of
colder or warmer than normal on consumption.
o if it's colder-than-normal weather, we
still receive a benefit, if you will, or under warmer
than normal we receive a detriment at the unit base
rate for the weather related portion of revenues.
Because under the decoupling mechanism
that volumetric rate is higher the benefit from
colder-than-normal weather is greater than you would
have under the SFV rate outcome. And the converseis
true if it were warmer-than-normal weather.

Q. You said that for the SFV the volumetric
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20 portion islarger than under a decoupling mechanism?
21 THE WITNESS. May | have the entire Q and
22 A read back in their entirety, please?

23 (Record read.)

24 A. | believe that misstates my prior
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Q. Soin decoupling the volumetric portion
islarger than it isunder SFV, correct?
A. That's correct.
Q. Sofor every additional degree day we
have we have a greater impact.
A. The trueup mechanism isn't intended to
true up weather impacts, it's intended to true up
weather normalized use per customer for test year.
Q. Mr. Murphy, in your testimony, your
fourth supplemental, you indicate that you think that
the straight fixed variable sends better price
signals to customers regarding conservation?
A. | generdly statesthat it sends better
price signals. Conservation related decisions are a
subset of those better price signals.
Q. Didyou attend any of the local public
hearings held in this proceeding?

A. Yes | did.
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20 Q. And at thelocal public hearings that you

21 attended did you hear residential customers voicing
22 their displeasure with the straight fixed variable

23 rate design because of how it would impact decisions

24 that they made to engage in conservation under the
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current rate design?

A. Yes, | did. And regrettably a number of
those customers were operating under incorrect
assumptions regarding the effect of conservation on
their decisions.

Q. Tothe extent that you'reindicating it's
incorrect assumptions, that's based on your
evaluation, correct?

A. It'sbased on my evauation but | can
giveyou avery clear example of a particular
customer who | believe was operating under such
misinformed basis. Particularly one customer
indicated that he believed that it didn't matter what
he consumed, that he would pay the gas company the
same amount of money in the bill when in fact, of
course, that's not true.

The piece that was missing from many
customers' discussions was the impact of conservation

on commodity related costs. That was a portion of
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20 the discussion with regard to conservation that was
21 missing, frankly, from many of the customers

22 presentationsthere. And it's regrettable that they
23 did not understand that conservation helps

24 significantly because the commodity cost itself is
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such a substantial portion of the customer's bill.

Q. Would you agree with me that under the
straight fixed variable rate design proposed in this
proceeding that the amount of costs that vary that a
customer can control through conservation decreases
than asis the case during -- under the current rate
design?

THE WITNESS:. May | have the question

read back, please?

(Record read.)

A. | would certainly agree with that

relative to the current rate design. As| look at
the decoupling mechanism, however, we find that
customers' rate certainty isless under decoupling
than straight fixed variable rate design.

Furthermore, as you look at the commodity
costs, that is the price per Mcf of the natural gas,
that has been and is projected to continue to be a

very volatile part of the natural gas bill.
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20 So the biggest part of the bill is

21 something, frankly, that customers have never had in
22 their control, so aswe look at that being 80 percent
23 of thebill, | don't think any customer looking at

24 that decision would necessarily expect those costs to
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remain the sameif they're looking at their

historical costs paid for natural gas.

Q. Tothe extent that the straight fixed
variable rate design proposed in this proceeding
increases fixed costs and decreases volumetric costs,
would you not agree that it lessens a customer's
ability to reduce their bill through conservation?

MR. KUTIK: Objection. There's been no
testimony in this case that the SFV changes fixed
costs at all. Fixed costs are fixed costs. So the
guestion assumes facts not in evidence.
EXAMINER FARKAS: I'll allow himto
answer.
THE WITNESS. Could you rephrase the
guestion, please?
Q. Would you agree with me that the straight
fixed variable rate design increases the fixed
charges that a customer's going to get while

decreasing the volumetric charges?
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20 A. Yes, | would. Primarily because what
21 it'sintended to do isfollow fixed cost causation
22 principles more closely.

23 Q. Tothe extent, then, that there's more

24 recovery through the fixed charge and less through
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the volumetric charge, would you agree with me that

that reduces the customer's ability to control their
bill through conservation efforts?

A. Onceagain, it does decrease that ability
to control relative to current rates, however, if you
are comparing it to the alternative presented here
which is decoupling, you don't necessarily get that
same result.

For example, | can turn to page 11 in my
fourth supplemental testimony for an explanation of
that. If you'll look at line 12, "Thereisamore
equitable distribution of cost." And certainly
decoupling provides an opportunity to recover fixed
costs in the aggregate, however, what you havein
effect is aresult where nonconservers subsidize new
conservers.

Soif I'm conserving, someone might argue
under SFV that | have less control because | have a

lower volumetric rate. However, the sasmeistrueto
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20 aneven greater degree with decoupling because as |
21 conserve, future decoupling, or decoupling rider rate
22 adjustments to be more precise, are largely unknown;
23 | can't control those either. If my neighbor

24 consumes -- pardon me. If my neighbor conserves more
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1 than ! do, I'll end up bearing the cost of that

2 (Qreater conservation.

3 So | wouldn't argue necessarily that SFV

4 providesless control, it merely provides alower

5 volumetric rate to line up with the costs that we

6 incur. Decoupling, infact, provides acertain

7 degreeless control as aresult of the adjustments to
8 future decoupling rider rates.

9 Q. You had indicated in your testimony, and
10 | think you also -- we had this discussion during
11 your deposition, that the company was making

12 increases to demand-side management but they were
13 contingent on changes to the rate design. Do you
14 recal that?

15 MR. KUTIK: If counsel's going to refer
16 tothe deposition, | wonder if he could refer to a
17 page.

18 MR. SERIO: It'sageneral discussionin

19 thedeposition. | canfinditif you need to. I'm
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20 trying to avoid numerous questions.

21 MR. KUTIK: Okay.

22 A. Yes. If youlook at my direct testimony

23 onpage 31, Q and A No. 61, weindicate herethat, in

24 line 19, "The increased DSM funding and the
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possibility of expanding that funding in future years

is contingent on DEO receiving approval for its
proposed decoupling mechanism."
Q. Okay. Now, if you look at Joint Exhibit
No. 1, the expanded demand-side management is part of
the settlement that was agreed to by all the parties
in this proceeding, correct?
A. Yes, that iscorrect.
Q. Therate design portion was cut out of
the joint stipulation and reserved for litigation.
My guestion to you is. As proposed in the
stipulation, if the Commission were to decide that it
did not want to implement the straight fixed variable
in this proceeding and went with an alternative,
would that impact the demand-side management portion
that's in the stipulation?
A. No, it would not, primarily because we
view the two primary alternatives here as either

being SFV rates or traditional rate design coupled
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20 with adecoupling mechanism. Under both of those

21 circumstances the company isinsulated to some degree
22 from the adverse impacts of conservation via expanded
23 DSM programs.

24 Q. Inyour direct testimony on page 21 you
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acknowledge the difficult economic conditionsin

Cleveland and Cuyahoga County. Do you see that?

A. Yes, | do. Thiswas part of our
discussion regarding the company's collection lag
included in the working capital calculation.

Q. Would you agree with me that the economic
conditions in Cleveland and Cuyahoga County that you
discuss on page 21 and 22 are conditions that apply
to the company in general and are not just limited to

the late-payment charge proposal ?

THE WITNESS. May | have the question
reread, please?

(Record read.)

A. Yes.

Q. Would you turn to page 41 of your direct
testimony?

A. I'msorry, page 4172

Q. Forty-one. At the bottom of the page

there you indicate that the average normalized use
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20 per customer has declined at arate of 1 to 2 percent
21 per year. Do you seethat?

22 A. Yes

23 Q. Hasthe company done any long-term

24 studies or analysis to determine at what point -- for
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how long you think that that 1 to 2 percent decline

In usage might continue?

A. Yes, wehave. We'velooked at it both on
a short-term basis as reflected in the F and G
schedules submitted in this case, we've also |ooked
at it on a somewhat longer term basisin the past in
order to comply with the long-term forecast report
requirements.

Q. When you say "short-term," you mean the
next year?

A. TheF and G schedules are for a period of
three years.

Q. Threeyears. And when you say
"long-term," what period of time are you referring
to?

A. | believethelong-term forecast report
projection horizon is approximately ten years.

Q. Andwhen wasthelast time that you did

an LTFR with aten-year projection?
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20 A. 2007.

21 Q. And as part of that long-term forecast
22 report are you continuing to project the 1 to

23 2 percent reduction out through the next ten-year

24 period?
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A. Yes, weare.

Q. Haveyou done any analysisto determine
at what point -- strike that.

If customers were to continue to conserve
at 1 to 2 percent per year, isit conceivable at some
point that consumption levels get down to less than
10 Mcf ayear?

A. | suppose mathematically if you ran the
numbers long enough you'd have a point at which they
would reach that low level, however, | wouldn't
expect that certainly over the time horizon that
we've evaluated.

Q. Haveyou done any kind of analysisto
determine redlistically at what level average usage
per customer is going to level off?

A. No, we haven't. It'sdriven by severa
factors. Number one, you have appliance replacement
decisions being made. As people's furnace or water

heater dies, they'll have to replace that presumably
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20 with amore efficient furnace or water heater.

21 In addition you also have price-induced

22 conservation which, as prices rise given the laws of

23 supply and demand, would indicate that we would have

24 areduction in use per customer at given price
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levels. But we have not done anything asfar as

evaluating at what point those two effects no longer
have any meaningful impact.

MR. SERIO: Give mejust aminute, your
Honor. I'm trying to coordinate about six different
documents here.

EXAMINER FARKAS: Yes.

Q. Youindicated previoudly that the company

had proposed as part of your Joint 1-A to your fourth
supplemental testimony that there was a limit of
3,000 Mcf per year usage.

A. That's correct. That'swhat's referenced
on the Joint Exhibit 1-A.

Q. Canyou explain to me why you put that
3,000 Mcf ayear cap -- why you put that cap in
place?

A. Yes. Therewere two reasons that we
included that cap in the rate design. Thefirst

reason is that we wanted to avoid customers served
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20 under the large volume general sales service or large
21 volume energy choice transportation rate schedules
22 from migrating to this GSS class rate schedule. That
23 would result in asignificant erosion of revenues as

24 those larger customers migrate to arate that,
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frankly, is designed for lower use customers.

The second reason, much less significant,
was because we wanted to have some degree of greater
homogeneity among the GSS class so we removed the
largest of the large customers as it were so asto
provide an increase in the similarity from one
customer to the other in the GSS class.
Q. You'retrying to keep industrial
customers from going from the LGSS class to the GSS
class.
A. Yes. Tobemore precise, prevent them
from moving from the large volume general sales
service or conceivably general transportation service
rate schedules to a much lower cost rate schedule
that was designed expressly with lower usage
customers in mind.
Q. Thecompany initialy filed for, | think
it wasa$72.5 million rate increase. Do you recall

that?
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20 A. Yes, that was our requested rate increase

21 onanet basis.

22 Q. Do you know how much of that initial

23 increase proposal was to address the issue of decline

24 in usage for customers?
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A. No, because we don't perform those kind

of calculations. The revenueincrease is driven by
the shortfall in operating income relative to an
appropriate return on rate base. We don't apportion,
In this case the 72-1/2 million, to specific reasons.
It's ssmply aresult of the total aggregate situation
faced by the company, not any particular reason.

MR. SERIO: Your Honor, | think that's
al we have.

Thank you, Mr. Murphy.

THE WITNESS: Y ou're welcome.

EXAMINER FARKAS: Staff.

MS. HAMMERSTEIN: No questions, your
Honor.

EXAMINER FARKAS: | have afew questions
for you.

THE WITNESS: Yes, dir.

EXAMINATION
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20 By Examiner Farkas:

21 Q. Inyour Exhibit 1.4 and also the

22 stipulation there's a discussion about automatic
23 meter reading.

24 MR. KUTIK: I'm sorry, your Honor. | can
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barely hear you.

EXAMINER FARKAS: I'll speak louder.
MR. KUTIK: That'sall | need.
Q. Okay. Inyour testimony 1.4, Exhibit

1.4, and aso in the stipulation there's a discussion
of automatic meter reading, and were you aware that
the Commission has an open proceeding currently
involving the deployment of smart metering and that
there had been technical conferences held with regard
to electric utilities and their deployment of smart
metering in restructuring?

A. Yes, I'mgeneraly aware of that.

Q. And did the company do any evaluation of
options of perhaps a partnering with electric
companies or purchasing communication devices from
electric companies that may have their service
territory overlapping Dominion's service territory in
lieu of advanced metering?

A. Wedid not do that evaluation. We're an
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20 affiliate of an electric company in Richmond and they
21 have gone through extensive evaluations of smart

22 metering technology. The largest portion of the cost
23 of deployment is associated with the

24 encoder-receiver-transmitter devices. The cost of
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1 the capability to receive those radio transmissions

2 isafairly small portion of the overall cost.

3 In addition, when we're looking at smart

4 metering technology, some of that on the electric

5 ddeis contemplated to be atwo-way type of

6 communication.

7 In the review of our AMR technol ogy

8 selection the personnel on the electric side that

9 assisted with that evaluation did not see that asa

10 potential for the gas side with one exception, and
11 that isItron, who isthe vendor that we have, is now
12 embarking on a pilot whereby they would have

13 automatic meter reading devices that potentially

14 would alow the company to remotely disconnect
15 customers. And that is atechnology that's down the
16 road abit, but we are looking to pilot that

17 potentially with Itron for some small initial

18 installations on our service territory.

19 Q. Thank you.

file:///A|/EastOhioGas-V0l%201V..txt (155 of 248) [8/27/2008 11:04:53 AM]



file:///A)/EastOhioGas-V 0l%201 V .txt

20 With respect to the stipulation itself,

21 on page 3 of the stipulation under provision 1 the
22 second sentence says "The Signatory Parties hereby
23 enter in the Stipulation and Recommendation

24 notwithstanding any Objections filed on June
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23rd and June 25th, 2008, respectively." And |

guess my question is, the city of Cleveland's
objections were filed on June 20th, 2008. Wasiit
the intent of the parties also to include city of
Cleveland's objections?
A. | cannot speak to the other parties
intent. | cantell you that the company's intent
certainly was to consider those objections alongside
these others. | believe we just selected that date
primarily because it was the date on which they were
to be filed, but we certainly contemplate those
objections being resolved by the stipulation as well.
Q. Okay.
MR. SERIO: Y our Honor, if | might, would
it be helpful if we got a clarification from the city
of Cleveland on that for you?
EXAMINER FARKAS: Yes. Yes.
MR. SERIO: We will try to do that.

MR. KUTIK: City of Clevelandisa
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20 signatory to the document.

21 EXAMINER FARKAS: | understand that. |
22 just need, for clarification purposes, the way the

23 document iswritten --

24 MR. KUTIK: | understand.
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1 EXAMINER FARKAS: -- it doesn't account
2 for that.
3 MR. KUTIK: We'll work for the other

4 partiesto make sure the city clarifies that.

) EXAMINER FARKAS: Thank you.

6 MR. KUTIK: Andintermsof a

7 clarification, aletter from the city docketed would

8 be sufficient?

9 EXAMINER FARKAS: Yes. That would be
10 perfect.
11 That's all the questions | had. Was

12 there any redirect?

13 MR. KUTIK: Your Honor, perhapsit would
14 be appropriate to break for lunch, and if we have any
15 redirect, it probably will be very short after lunch.

16 EXAMINER FARKAS: Okay. Why don't we
17 break until 2 o'clock.

18 (At 1:01 p.m. alunch recess was taken

19 until 2:00 p.m.)
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1 Monday Aftern?)lon Session,

2 August 25, 2008.

3 - - -

4 EXAMINER FARKAS: Why don't we go back on

5 therecord. Before asking about redirect, the Bench

6 does have a couple more questions for the witness.

7 Specifically with regard to the Joint

8 Exhibit 1-A, where did the numbers come from for this
9 exhibit?

10 THE WITNESS: The combination of the

11 12.50 per month service charge and the volumetric

12 ratesthere for year one and then the 15.40 service

13 charge for year two and those accompanying volumetric
14 rates, in total those produce the revenue requirement
15 for the GSS class that the parties agreed to.

16 Asfar as the specific rates, staff had

17 madeaninitial proposal with regard to service

18 charge and volumetric charge levels. We remained

19 with those service charge levels that had been
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20 proposed of 12.50 and 15.40 and then followed the
21 relative levels of the over 50 per Mcf volumetric
22 rate and under 50 per Mcf volumetric rate that staff
23 had originally proposed.

24 EXAMINER FARKAS:. And there are year one,
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1 year two. Why two years and not three years or four

2 years? Why two years?

3 THE WITNESS: For several reasons. First
4 of al, inthe spirit of compromise we wanted to get
5 toaresult closer to SFV type rates sooner rather

6 thanlater. Thelonger the period, the greater the

7 exposure to the company from decreasing use per

8 customer. And so as aresult we wanted to get to a
9 level of recovery consistent with SFV rates sooner
10 rather than later but phased in over two yearsin

11 order to provide some gradualism in the settlement.

12 EXAMINER FARKAS: Okay. Thank you.
13 Is there any redirect?

14 MR. KUTIK: Yes, thereis, your Honor.

15 ---

16 REDIRECT EXAMINATION

17 By Mr. Kutik:
18 Q. Mr. Murphy, during Mr. Serio's

19 cross-examination of you he referred you to page 8 of

file:///A|/EastOhioGas-V0l%201V..txt (163 of 248) [8/27/2008 11:04:53 AM]



file:///A)/EastOhioGas-V 0l%201 V .txt

20 your most recent supplemental testimony, DEO Exhibit
21 1.4, and referred you to specific percentages of

22 fixed costs that would be recovered under the SFV

23 proposal. Do you recall that?

24 A. Yes, | do.
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1 Q. And he also asked you about the

2 percentage of fixed costs that are currently covered
3 or recovered under the current customer charge and
4 you said that you couldn't give afigure. Do you

5 recall that?

6 A. Yes, | do.

7 Q. Isthe percentage of fixed cost that

8 would be recovered under the SFV proposal greater or
9 lessthan the percentage of fixed cost recovered

10 under the current customer charge?

11 A. It'sgreater than what would be recovered
12 under the current rate structure that we have, and
13 again, that follows cost causation principlesin that
14 we'retrying to recover what are essentially fixed
15 costsin amore fixed manner.

16 Q. Mr. Serio aso asked you some questions
17 about budget billing and Dominion's customers

18 participation in budget billing. Do you recall those

19 questions?
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20 A. Yes | do.

21 Q. Do you think it's appropriate to compare
22 budget billing and the SFV proposal ?

23 A. No, | don't. Oneisbasicaly apayment

24 plan, some customers have availed themselves of that
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opportunity, another is arate design dealing with

the appropriate recovery of the company's costs.

Q. Andwhat do those differences -- why do
those differences mean to you that it's inappropriate
to compare those two?

A. The primary reason is that budget billing
IS something that includes both the distribution cost
aswell as the commodity cost, so it isabundled
bill, if you will, in terms of the amount per month

that the customer pays.

The SFV rate design by contrast really
dealswith afairly small portion of the bill at
average usage levels. That means that we're dealing
with on one hand a rate design issue dealing with a
small portion of the bill, on the other hand dealing
with a payment plan on the entire portion of the bill
which includes commaodity cost.

Q. Mr. Serio aso asked you some questions

about legal notices. Did he show you all of the
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20 legal notices that apply to this case?

21 A. No. | wasonly shown those notices that
22 wereissued prior to the release of the respective
23 staff reportsin these cases.

24 MR. KUTIK: May | approach, your Honor?
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1 EXAMINER FARKAS: Yes.

2 Q. Mr. Murphy, let me show you a document
3 that isan entry from the Commission in this case

4 dated June 27th, 2008. Do you have that before

5 you?

6 A. Yes, | do.

7 Q. And does this document indicate anything
8 about the legal notices applicable to these cases?

9 A. Yes, itdoes. Thisentry wasissued

10 after the Staff Report had been issued in the 07-829
11 case, andinthelegal notice cited in this

12 particular entry there is an indication that the

13 notice should include, and | quote, "as an issue rate
14 design including consideration of decoupling and
15 straight fixed variable mechanisms," unquote.

16 Q. You asorecall that Mr. Serio referred

17 you to aportion of your deposition. Do you remember
18 that?

19 A. Yes.
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20 Q. And hereferred you to page 120 at line
21 10. Do you remember that?

22 A. Yes

23 Q. AndI'dliketo read to you the portion

24 that he read to you and then the portion that he
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didn't read to you. Starting at line6. Thisisthe

portion heread: "Question: Okay. And so you're
saying that the Alt. Reg. Exhibit B has calculations
that demonstrate the effect of the straight fixed
variable rate design?

"Answer: No."

That's what he read to you, correct?

A. Correct, and that's a true statement.

Q. Now what he didn't read to you isthe
next question and answer starting on line 10:
"Question: What would | find in Exhibit B of the
Alt. Reg. filing?

"Answer: You would find asimilar
statement, that straight fixed variable design would
address the declining UPC more effectively than the
proposed sales reconciliation rider."

Did you also give that answer to that
guestion in your deposition?

A. Yes | did.
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20 Q. Now, Mr. Serio also asked you a series of
21 questions regarding conservation and the SFV

22 proposal. Do you remember those questions?

23 A. Yes

24 Q. Arecustomers, inyour view,

file:///AJ/EastOhioGas-V ol %201V txt (172 of 248) [8/27/2008 11:04:53 AM]



file:///A]/EastOhioGas-V 0l%201V .txt

10

11

12

13

14

15

16

17

18

19

87
appropriately incentivized to engage in conservation

under the SFV proposal ?

A. Absolutely. The customer'sbill that he
or she receives from East Ohio is comprised of
approximately 75 to 80 percent commodity cost, that
isthe cost of natural gasitself. The base rate
portion of the bill is not even making up the
remaining 20 to 25 percent. There areridersand
other components of the bill that are a portion of 20
to 25 percent.

The customer has significant incentive to
conserve in that when the customer doesn't use an
Mcf, he or she reducestheir bill by 80 percent for
the variable portion of the bill. Sothereis
significant incentive to conserve under SFV rate
design.

Q. Going back to the June 27th entry and
the legal notice. Did the company, in fact, publish

the notices as ordered by the Commission in that
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20 entry?

21 A. Yes wedid. These noticeswere

22 published prior to the public hearings, both the

23 initial ones and subsequent ones held throughout our

24 serviceterritory.
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1 MR. KUTIK: NofurthSeErgquestions.

2 EXAMINER FARKAS: Do you have any
3 questions?

4 MR. RUSSELL: No questions.

) EXAMINER FARKAS: Mr. Serio.

6 MR. SERIO: Thank you, your Honor.

7 .-

8 RECROSS-EXAMINATION

9 By Mr. Serio:

10 Q. Mr. Murphy, first aquestion -- your

11 discussion with the examiner about the smart meters,
12 do you recall that?

13 A. Yes | do.

14 MR. KUTIK: Your Honor, that's beyond the
15 scope of redirect.

16 EXAMINER FARKAS: You're correct.

17 MR. SERIO: I'm not permitted to ask a

18 question as follow-up to yours, your Honor?

19 EXAMINER FARKAS: No.
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20 Q. Okay. Mr. Murphy, you'd indicated that

21 inresponse to redirect from counsel at page 8 of

22 your fourth supplemental testimony, the percentages,
23 the 71 and 84 percent, | understand you don't know

24 the percentage of what it istoday but to the extent
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that the 5.70 current customer chargeislessthan

half the 12.50, the current percentage would be
considerably less than 71 percent then, correct?

A. Yes, itis. Although I can't recal the
precise order of magnitude, it would be approximately
30 percent recovery through the fixed charge that is
the 5.70 and 70 percent volumetrically. And again,
the change in the proposal contained in Joint Exhibit
1-A isto recognize the fixed nature of our costsin
the appropriate manner in which those costs should be
recovered.

Q. Didyou say approximately 30 percent?

A. Approximately 30 percent. And again,
that isjust agenera order of magnitude figure.

Q. Counsel handed you the June 27th entry;
do you have that?

A. Yes, | do.

Q. And to the extent that you indicated

language regarding rate design, that is what appears
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20 on page 6, paragraph D, correct?

21 A. Yes gir.

22 Q. Wasthere anything in that notice that
23 indicated the potential level of what the straight

24 fixed variable mechanism might do to rates?
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1 A. No, thereis not.

2 Q. Isit your understanding that the notice

3 that was published is everything that appears on page
4 4 under Legal Notice through page 6 up to paragraph
5 127

6 A. Yes,itis.

7 Q. Now, you aso indicated that even under

8 the proposal 75 to 80 percent of customers hills,

9 the commodity piece, that that provides customers
10 sufficient incentive for conservation efforts,

11 correct?

12 A. | believe so, and | believe | indicated

13 that was for an average customer usage level.

14 Q. Would you agree with me that the larger

15 the percentage of the bill that falls under a

16 commodity or volumetric portion, the greater the

17 incentive acustomer has to conserve?

18 A. Ingenera terms, yes. | would, however,

19 point out that under for example decoupling, if |
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20 conserve and | reduce of course not only my commodity
21 cost but my base rate cost as well, that a portion of

22 that base rate cost will be billed to me at alater

23 point in time under the decoupling mechanism.

24 So while there may be atemporary
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perception of greater benefit, in reality the longer

term consequence may, in fact, be that | don't save
al the money that | think I'm going to save under
decoupling.

Q. Okay. Inthat last series of questions,
your testimony, your direct testimony at page 42,
lines 6 through 9, you have in there a quote
regarding the Alt. Reg. Exhibit B and straight fixed
variable rate design. Do you recall that?

A. Yes.

Q. Andif I look through the over
thousand-page application that the company filed, all
I'm going to find with regards to straight fixed
variable is that same three-line statement that's in
your direct testimony, correct?

A. | see afew more than three lines
addressing straight fixed variable in that quote, but
nonetheless | think that isin genera the entirety

of what you would see either in Alt. Reg. Exhibit B
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20 or in my prefiled direct testimony.

21 Q. Sowhenyou say "more," it's page 42,
22 lines 6 through 13, not just 6 through 9.

23 A. Yes gir.

24 Q. Okay.
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1 MR. SERIO: That's al I9I2have, your

2 Honor. Thank you.

3 Thank you, Mr. Murphy.

4 THE WITNESS. Thank you.

) EXAMINER FARKAS. Ms. Hammerstein, any
6 questions?

7 MS. HAMMERSTEIN: No questions, thank

8 you, your Honor.

9 MR. KUTIK: Your Honor, at thistime the

10 company moves for the admission of DEO Exhibits 1.0,
11 1.1,1.2, 1.3, 1.4, 12, and Joint Exhibit 1.

12 EXAMINER FARKAS: Isit your intent also

13 that Joint Exhibit 1 includes 1-A and 1-B?

14 MR. KUTIK: Yes.

15 EXAMINER FARKAS:. Okay. Any objection to

16 the admission of these exhibits?

17 MR. SERIO: No, your Honor.
18 EXAMINER FARKAS: They will be admitted.
19 (EXHIBITSADMITTED INTO EVIDENCE.)
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20 MR. SERIO: OCC would move for admission

21 of OCC Exhibit 19 and OCC Exhibit 20.

22 MR. KUTIK: No objection.
23 MS. HAMMERSTEIN: No objection, your
24 Honor.
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1 EXAMINER FARKAS?SThen they'll be

2 admitted also.

3 (EXHIBITSADMITTED INTO EVIDENCE.)
4 EXAMINER FARKAS: There was a matter of

5 Mr. Roycroft'stestimony | think.

6 MR. CAMPBELL: Your Honors had requested
7 that | provide the Bench with proposed redactions of

8 Roycroft Attachment TRR-8, and | prepared those.

9 EXAMINER FARKAS: Okay.

10 MR. CAMPBELL: So with permission I'll

11 givethemto you.

12 EXAMINER FARKAS: Yes. And this has been
13 provided to the other partiesin advance of this

14 morning or this afternoon? They've all seen this

15 before?

16 MR. CAMPBELL: | know OCC has. | don't
17 remember whether | provided oneto staff; they have a
18 copy right now.

19 EXAMINER FARKAS: Okay.

file:///A|/EastOhioGas-V0l%201V..txt (185 of 248) [8/27/2008 11:04:53 AM]



file:///A)/EastOhioGas-V 0l%201 V .txt

20 MS. HAMMERSTEIN: We hadn't seen it
21 beforetoday, but it looks consistent with what we
22 discussed previoudly.

23 EXAMINER FARKAS: Okay.

24 EXAMINER PIRIK: Off the record.
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1 (Discussion off the recc?réclj.)

2 EXAMINER FARKAS: Let's go back on the
3 record.

4 | believe that we're going to call your

5 next witness?

6 MS. HAMMERSTEIN: Y es, your Honor.

7 EXAMINER FARKAS: Okay.

8 MS. HAMMERSTEIN: Staff calls Stephen E.
9 Puicanto the stand.

10 (Witness sworn.)

11 EXAMINER FARKAS:. Be seated.

12 Y ou may proceed.

13 MS. HAMMERSTEIN: Thank you, your Honor.
14 ---

15 STEPHEN E. PUICAN

16 being first duly sworn, as prescribed by law, was
17 examined and testified as follows:
18 DIRECT EXAMINATION

19 By Ms. Hammerstein:
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20 Q. Mr. Puican, would you please state your
21 name and spell it for the record?

22 A. Stephen E. Puican, first nameis

23 St-e-p-h-e-n, last name P-u-i-c-a-n.

24 Q. Andwhat isyour -- who is your employer
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1 and what isyour business address?

2 A. 180 East Broad Street, Columbus, Ohio,

3 I'm employed by the Public Utilities Commission of

4 Ohio.

5 Q. And do you have before you --

6 MS. HAMMERSTEIN: Y our Honor, what |

7 would like to have marked as Staff Exhibit 3, which

8 isthetestimony of Stephen E. Puican filed with the

9 Commission's docketing department on July 31st, 2008;
10 what | would like to have marked as Staff Exhibit 3A,
11 which isthe supplemental testimony of Stephen E.

12 Puican that was docketed on August 5th of 2008; and
13 what | would request be marked as Staff Exhibit 3B,
14 that being the second supplemental testimony of

15 Stephen E. Puican filed on August 25th of 2008.

16 EXAMINER FARKAS: So marked.

17 (EXHIBITSMARKED FOR IDENTIFICATION.)
18 MS. HAMMERSTEIN: Thank you, your Honor.
19 MR. KUTIK: Just as apoint of
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20 clarification, at least my copy of what's been marked
21 for identification as 3A shows it was docketed on

22 August 1st.

23 MS. HAMMERSTEIN: | was going to get into

24 thiswith Mr. Puican, but we also docketed the
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1 identical testimony except for the addition of line

2 numbersfor ease of use and that additional or that

3 testimony was docketed on August 5th, so I'm not

4 introducing the earlier version of that.

) MR. KUTIK: Okay.

6 MS. HAMMERSTEIN: And | would also like
7 to have marked as Staff Exhibit 1 the Staff Report of
8 Investigation that was filed on May 23rd of 2008.

9 EXAMINER FARKAS:. So marked.

10 (EXHIBIT MARKED FOR IDENTIFICATION.)
11 Q. (By Ms. Hammerstein) Mr. Puican, do you
12 have copiesof al of those identified exhibitsin

13 front of you?

14 A. | have3, 3A, and 3B. | neglected to

15 bring acopy of the Staff Report.

16 MS. HAMMERSTEIN: Y our Honor, may |
17 approach the witness?

18 EXAMINER FARKAS: Yes.

19 Q. And, Mr. Puican, could you identify the
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20 document | just handed to you?

21 A. Thisisthe Staff Report of Investigation
22 filedin this proceeding.

23 Q. And how are you familiar with that

24 document?

file:///A|/EastOhioGas-V0l%201V .txt (192 of 248) [8/27/2008 11:04:53 AM]



file:///A]/EastOhioGas-V 0l%201V .txt

97
A. | prepared parts of it and | supervised

[ —

2 the preparation of other parts of it.

3 Q. Okay. Andisthat the staff's --

4 documenting the staff's investigation in each of the

5 casesin this proceeding?

6 A. Correct.

7 Q. Andif | wereto ask you today -- or,

8 excuseme. You have Staff Exhibits 3, 3A, and 3B in
9 front of you.

10 A. Yes, | do.

11 Q. And do you have any changes to make to
12 those documents at thistime, any modifications?

13 A. | want to make aclarification on the

14 second supplemental testimony. The attachments
15 SEP-1A, 1B, 2A, and 2B, | just want to clarify that
16 all of those numbers are distribution costs only and
17 donotinclude gascosts. | think it'salittle bit

18 confusing because on SEP-3 there are some -- there's

19 agas cost component there, but those numbers were
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20 not used in the calculations of the four

21 spreadsheets.

22 Q. And subject to that explanation if you

23 were asked the questions contained in Exhibits 3, 3A,

24 and 3B today, would your answers be the same?
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A. Yes, they would.

MS. HAMMERSTEIN: Y our Honor, the witness
iIsavailable for cross-examination.
EXAMINER FARKAS: What isthe,
Ms. Hammerstein, what's the status of the Staff
Report in the PIR case? Isthat also going to be an
exhibit in this?
MS. HAMMERSTEIN: Wéll, your Honor -- I'm
sorry, yes. That's correct. | should have marked
that too.
EXAMINER FARKAS: Do you want to mark it?
MS. HAMMERSTEIN: Yes, that would be
Staff Exhibit 4.
EXAMINER FARKAS: Okay.
(EXHIBIT MARKED FOR IDENTIFICATION.)
Q. (By Ms. Hammerstein) Mr. Puican, do you
have a copy of the Staff Report in the PIR case?
A. | donot havethat in front of me.

Q. Mr. Puican, can you identify the document
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20 | just handed to you?

21 A. Thisisthe Staff Report on the pipeline
22 infrastructure replacement program filed by the
23 company, thisisthe staff's report on that

24 application.
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1 Q. And can you tell me how you're familiar
2 with Staff Exhibit 4?
3 A. | prepared certain sections and

4 supervised certain sections of its preparation.

5 Q. Andthat isatrue copy of the staff's

6 investigation report in the PIR case?

7 A. Yes.

8 MS. HAMMERSTEIN: Y our Honor, with that,

9 | tender the witness for cross-examination.

10 EXAMINER FARKAS:. Okay. Doesthe company

11 have any questions?

12 MR. KUTIK: No questions, your Honor.
13 EXAMINER FARKAS: Okay.

14 MR. RUSSELL: No questions.

15 EXAMINER FARKAS: OCC.

16 MR. SERIO: Thank you, your Honor.
17 ---

18 CROSS-EXAMINATION

19 By Mr. Serio:
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20 Q. Good afternoon, Mr. Puican.

21 A. Good afternoon.

22 Q. I'dliketolook at the charts attached
23 toyour -- strike that.

24 Before we go any further, am | correct
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that your supplemental testimony marked 3A, that was

[ —

2 entirely -- that testimony involved the pipeline

3 infrastructure program entirely, correct?

4 A. Correct.

5 Q. There'snothing in 3A regarding rate

6 design?

7 A. No.

8 Q. Soto the extent that your testimony

9 addressesrate design, it would be in your prefiled

10 direct testimony and in your second supplemental

11 direct testimony only, correct?

12 A. That's correct.

13 Q. Okay. If you could turn to your Exhibit

14 SEP-1A, can you tell me where you got this data?

15 A. Theleft-hand side, the customers and the

16 percentages associated with various usage levels came
17 from the company. Theratesthat are on SEP-3

18 generaly came from the company or the Staff Report.

19 And| caculated the other columns on that
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20 spreadsheet.

21 Q. Okay. Solooking at SEP-1A, under 12

22 Month Usage, so we have it clear on the record, the
23 zeroto 5indicates customers that use 5 Mcf ayear

24 or less, correct?
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1 A. Correct.

2 Q. And Total Customers, that means that

3 under the residential there's 24,835 residential

4 customersthat use 5 Mcf or less.

5 A. Correct.

6 Q. Andthat meansthat it's 2.15 percent of

7 thetotal residential customer base, correct?

8 A. Correct.

9 Q. And then your cumulative number would be,
10 for exampleif | go to the next line there's 11,575

11 total customersthat use 5.1 to 10 Mcf so the

12 cumulative number would be adding zero to 5 plus the
13 5.1to0 10.0.

14 A. That'sright.

15 Q. And the difference in the numbersthere

16 isjust amatter of rounding, correct?

17 A. Correct.

18 Q. Now, sticking with line 1, the Current

19 Bill, the 81.35, can you tell me what that
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20 represents?

21 A. That is 12 months of the $5.70 customer

22 charge plus the associated variable and rider costs

23 that are shown on SEP-3 under Current. So that would

24 be 2.5895 times 5 Mcf, plus 5.70 times 12.
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Q. Okay. Sothen under Proposed Bill at

[ —

2 5.70, the difference between the current bill and

3 that proposed bill at 5.70 fixed charges, tell me

4 what that is.

5 A. That representsthe fixed and variable

6 ratesthat would go into effect with the new revenue
7 requirement generated in thiscase. So basically

8 it'sholding the fixed charge constant and generating
9 the additional revenuesin the revenue requirement
10 through an adjustment to the volumetric rates.

11 Q. Soif I look at the column that's marked

12 Dollar Increase, for the zero to 5 customersit's

13 4.35, that's how much that customer would see as an
14 increase on an annual basis as aresult of thisrate

15 case and the resulting rate design proposed by the
16 company and staff, correct?

17 A. Correct to the extent that the volumetric

18 rates under this5.70 were in fact what was proposed

19 by the company; I'm not sure if they were ever
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20 adjusted along theway. Infact, I'm sure they must
21 have been because the revenue requirement was
22 adjusted.

23 Q. Sothe4.35isbased on the actual

24 revenue requirement in the stipulation, Joint Exhibit
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1 1, correct?

2 A. Correct.

3 Q. Okay. Now, if I look at Proposed Bill at
4 12.50 Fixed Charge --

) A. Yes.

6 Q. --isthat the 2.5895 times 5 and then

7 taking the 12.50 customer charge by 12 and adding
8 those two together?

9 A. It'sthe customer charge times 12 plus

10 2.0576 timesthe 5 Mcf.

11 Q. I'msorry, what was that number you used,
12 the second number?

13 A. 2.0576 in the third column on SEP-3 at
14 the bottom.

15 Q. Block 1 Proposed Year 1 rate.

16 A. Yes. Right.

17 Q. Okay. So the next column, the Dollar

18 Increase, the 85.90, that would be the increase that

19 acustomer using zero to 5 Mcf would experience as a
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20 result of the revenue requirement increase in rate
21 designin this proposal, correct?

22 A. I'msorry, 85.90?

23 Q. Yes.

24 A. I'm not seeing 85.90.
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1 Q. Firstline under Dollar Increasg, it's

2 after the proposed bill of 12.50.

3 A. I'msorry, I'mlooking at the wrong

4 sheet.

5 Q. Yeah, I'mon SEP-1A.

6 A. Yes, that's correct.

7 Q. I'msorry, the 85.90 isthe increase that

8 that customer experienced from this rate increase,
9 correct?

10 A. Correct.

11 Q. Okay. And then the percentages, that's a
12 105 percent increase?

13 A. Correct.

14 Q. And thenthe Dollar Increase Over 5.70,
15 the 81.55, what does that represent?

16 A. That'sthe difference between rates set
17 with a 12.50 customer charge and a $5.70 customer
18 charge.

19 Q. Sothe81.55issolely theimpact from
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20 thechangein rate design.

21 A. That'sright.

22 Q. So everything under that column would be
23 solely the rate design impact.

24 A. That'sright.
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Q. Okay. Anditisyour understanding that

[ —

2 theaverageresidentia customer uses -- fallsin the
3 90.1to 100 12-month usage category?

4 A. Yes.

5 Q. And your understanding with the PIPP

6 customersisthat they use approximately 131 Mcf a
7 year?

8 A. That'swhat | heard earlier today, yes.

9 Q. Now, if | took SEP Exhibit 2A, that says
10 itsUsage Level - Total GSS customers, whereas SEP-1A
11 isresidential.

12 A. Correct.

13 Q. Soif I took thefirst linein each, the

14 zeroto 5 usage, and | took the 28,506 under total

15 GSS and subtracted the 24,835 residential, your

16 understanding isthat that means there's adifference
17 of alittlelessthan 4,000 is the number of

18 nonresidential customersin the GSS class that use

19 zeroto 5 Mcf ayear.
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20 A. That would be my interpretation. |'ve

21 not had that independently verified, but that would
22 bemy interpretation, yes.

23 Q. Totheextent that that'sa

24 nonresidential customer using lessthan 5 Mcf ayear,
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did you have any understanding of what those

customers are using natural gasfor?

A. | donot.

Q. | could do the same comparison as we just
did for each of those usage levels to get the number
of nonresidential customersin the GSS class for that
particular usage level, correct?

A. Agan, that would be my interpretation of
the differences between those two sheets.

Q. Andthenisit also your understanding
that for the residential customers the largest usage
levels, 350 Mcf and larger, that those were for
master metered situations and not necessarily
individual residential customers?

A. | understand that was Mr. Murphy's
testimony from this morning.

Q. You have no reason --

A. | have no reason to contradict that.

Q. Now, inyour testimony, your original
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20 prefiled testimony, on page 7 you talk about Pl PP
21 customers and their usage levels, and | believe you
22 indicate that PIPP customer usage was the best

23 readily available proxy for al low income customer

24 usage. Do you seethat?
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A. Yes

Q. If there was a better proxy available,
would you recommend using the better data?
A. I'd haveto see how applicable it wasto
the demonstration that we're trying to make here.
Q. Isityour understanding that all low
income customer usage is similar to PIPP customer
usage?
A. | don't know that. I'm simply indicating
that Pl PP was the best available proxy that we have.
Q. When you use the term "low income” in
your testimony, what percentage against the poverty
level were you using?
A. Genericaly low incomeisreferred to as
150 percent of the U.S. poverty level.
Q. And do you know how PIPP customer income
levels compared to that 150 percent poverty level
rate?

A. I'mnot sure | understand what you're
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20 asking.

21 Q. ArePIPP customers--in order to bea

22 PIPP customer do you have to be at that 150 percent
23 of poverty rate level or greater?

24 A. | believethat's correct, yes.
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1 Q. There'sother factors that a customer has

2 tomeetinorder to qualify for PIPP, correct?

3 A. I'mgenerally familiar with PIPP, but |

4 don't believe | can answer specific questions on it.

5 Q. Now, you indicate in your testimony that

6 low-income customers are more likely than not to

7 residein older, less energy efficient homes and more
8 likely to rent rather than owning their own homes,

9 correct?

10 A. | say that, yes.

11 Q. Soif you had data that reflected low

12 income customer homeownership levels, low income
13 customer income levels, would that data be better

14 than the proxy of using PIPP customers for all

15 low-income customers?

16 MS. HAMMERSTEIN: Objection; speculative.
17 EXAMINER FARKAS: I'll alow it.

18 A. Again, without -- | would not accept that

19 without being able to ook at specific data and
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20 making the determination as to whether that's better
21 datathan what we're using.

22 Q. Did the staff make any efforts to do any
23 analysisto determine if there was better data out

24 there than using PIPP customers?
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A. No, wedid not.

Q. Doyou know if the company made any
effortsto do that?

A. | don't know.

Q. Now, inyour testimony on page 7, to the
extent that you talk about low-income customers, all
the statements that you make there are based on the
assumption that all -- based on the assumption that
PIPP customers are a good proxy for al low-income

customerss, correct?

A. Whenyou say "al" the thingsthat | say
here --

Q. For example, if you look at your last
sentence in your carryover paragraph beginning on
line11 --

A. Yes.

Q. -- whereit says"low-income customers
are more likely to be high-use customers,” you're

basing that conclusion on the fact that PIPP
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20 customers use more than the average residential

21 customer, correct?

22 A. Correct.

23 Q. Soto the extent that low income non-Pl PP

24 customers used less, this statement would not apply
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then, correct?

A. It doesnot apply to low-use customers
regardless of income.

Q. Now, would you agree with me under the
company and the staff proposed rate design that a
larger proportion of the customer bill will bein the
fixed part of their bill and asmaller portion in the
volumetric part of their bill?

A. Because-- dl else equal, forgetting

about the riders and whether they're fixed or
variable, | would agree with that.

Q. Then the amount would differ, but
generally speaking the greater the portion of the
bill that is variable, the greater the portion of the
bill that a customer has some control over, correct?

A. By definitionif the volumetricisa
function of usage, the customer has some control over
that.

Q. Onpage>5 of your prefiled testimony you
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20 talk about overinvestment in conservation. Isit

21 your opinion that we've experienced overinvestment in
22 conservation in the Dominion service territory?

23 A. No, that is not my opinion.

24 Q. Areyou aware of any instances -- strike
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that.

At the top of page 4 of your direct
testimony you state "Customers will always achieve
the full value of the gas cost savings regardless of
the distribution rate." Do you see that?
A. Yes.
Q. Thenif you go to page 5 of your
testimony, you indicate, line 14, " Staff is proposing
arate design that eliminates this disincentive. The
relatively small potential disincentive." Do you see
that?

A. Yes.

Q. Would you agree with me to the extent
that you say "full value" on page 4, to the extent
that there's a change between fixed and volumetric,
the customer would get slightly more cost savings if
the distribution rate has a greater emphasis on the
volumetric rather than the fixed portion?

A. Just to be sureI'm clear, when | say
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20 "full value," I'm not talking about full value of all
21 thevariable costs. |I'm talking about the full value
22 of the gas cost component only.

23 Q. Oh, okay.

24 Page 5 of your testimony you indicate
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that the SFV rate design achieves a better result

[ —

2 than aproposed reconciliation rider.

3 A. Yes.

4 Q. To the extent that a company preferred a
5 reconciliation rider -- strike that.

6 Y ou have the Staff Report with you?

7 A. Yes.

8 Q. Could you turn to page 34? Am | correct
9 that you're more directly familiar with the rate

10 design portion of the Staff Report?

11 A. Yes.

12 Q. Thefourth paragraph down, second

13 sentence says " The biggest negative impact being the
14 change from a primarily volume-based rate to a
15 primarily fixed charge rate offerslarger price

16 increasesto low use customers.”

17 A. Yes, | seethat.

18 Q. If I wastolook at SEP-1A, and look at

19 the Dollar Increase column after Proposed Bill 12.50,
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20 that column reflects the concern that you point out
21 inthe Staff Report, correct?

22 A. Yes, it does.

23 Q. Andjust so I'mclear, on your SEP

24 Exhibit 3, the middle block, the Gas Cost, those four
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1 lines, you did not use that data in the calculations

2 that you did on SEP-1A and 2A, correct?

3 A. That's correct.

4 Q. | guessonelast question. To the extent
5 that you talk about the three-prong test, you're

6 simply referring to the parts of the stipulation that
7 weresigned by all the parties, correct?

8 A. That's correct.

9 MR. SERIO: That'sal | have, your

10 Honor. Thank you.

11 Thank you, Mr. Puican.
12 THE WITNESS: Sure.
13 EXAMINER PIRIK: Mr. Puican, | just have

14 acouple questions with regard to Joint Exhibit 1-A.
15 THE WITNESS. Okay.

16 EXAMINER PIRIK: Could you just explain
17 tous, similar to what Mr. Murphy had referred to,
18 exactly how you came about with the 12.50 and the

19 15.40 and how those numbers were arrived at?
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20 THE WITNESS. They were generated by the
21 staff to kind of incorporate the concept of

22 gradualism into the concept of moving to a straight
23 fixed variable rate design. There was reluctance to

24 goto azero volumetric, there was also, it was felt,
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desirable to phaseit in over two years and so the

folks that generate those numbers kind of within
those parameters generated a fixed charge that they
felt met those criteria
EXAMINER PIRIK: And why specifically was
it desirable to phaseit in over the two-year period
versus some other period of time?
THE WITNESS. We went with two years, we
thought some phase-in was appropriate, but to do
longer than two years, then you're getting into
Issues of revenue erosion for the company and we felt
the longer you extend that time, the more pressure
there is to want to adopt some type of decoupling
mechanism as an interim recovery mechanism until you
get to alevel of straight fixed variable where that
was no longer necessary.
EXAMINER FARKAS:. Any redirect?
MS. HAMMERSTEIN: No, your Honor.

EXAMINER FARKAS: Okay. Isthereany
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20 objection to the admission of Staff Exhibit's 3, 3A,

21 3B, 1, and4?

22 MR. KUTIK: No, your Honor.
23 MR. SERIO: No objection, your Honor.
24 EXAMINER FARKAS: Isthat it?
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1 MS. HAMMERSTEI N];1'5I'hat's it

2 EXAMINER FARKAS: All right.

3 MS. HAMMERSTEIN: Thank your Honor.

4 EXAMINER FARKAS: They will be admitted.
) (EXHIBITSADMITTED INTO EVIDENCE.)
6 MR. KUTIK: Your Honor, may we go off the
7 record?

8 EXAMINER FARKAS: Yeah, let's go off the
9 record.

10 (Discussion off the record.)

11 EXAMINER FARKAS: Let'sgo back on the
12 record.

13 That concludes OCC's witnesses?

14 MS. HAMMERSTEIN: That concludes staff's
15 witnesses, yes, your Honor.

16 EXAMINER FARKAS: Staff'switnesses, I'm
17 sorry, thank you.

18 And the company has no further witnesses

19 ondirect; isthat correct?
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20 MR. KUTIK: That's correct.
21 EXAMINER FARKAS:. Okay. Mr. Serio.
22 MR. SERIO: Y our Honor, OCC Witnhess

23 Radigan, our rate-design witness, is scheduled to

24 testify tomorrow, however, OCC would like to have the
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1 opportunity to call arebuttal witness that would

2 gpecifically rebut Mr. Puican's testimony that at

3 this point PIPP customers are the best available

4 surrogate for low-income customers. We believe that
5 thereissufficient data out there that shows that

6 low-income customers are avery separate group from
7 PIPP customers and that that data needs to be put on

8 therecord, and we have a witness that would

9 gpecifically rebut that statement by staff.

10 EXAMINER FARKAS: Okay. Do you have any
11 objection to the --

12 MR. KUTIK: Yes, wedo, your Honor. We
13 don't believe that's appropriate for rebuttal at all.

14 If OCC had awitness that they wanted to put on, they
15 could have put that witness on or -- as part of their

16 other prefiled testimony. It'salittlelatein the

17 day to come up with rebuttal testimony that was

18 clearly evident if they wanted to rebut that point

19 before now.
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20 MR. SERIO: Y our Honor, Mr. Puican's
21 direct testimony was submitted after OCC filed all of
22 our direct testimony, so we couldn't rebut something
23 indirect testimony that was filed after our direct

24 case had been filed.
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EXAMINER FARKAS: Ms. Hammerstein.

MS. HAMMERSTEIN: The testimony that
counsel for OCC refers to was docketed on July
31st and OCC had an opportunity after that to file
anything in rebuttal; long before now.

MR. KUTIK: Inaddition, your Honor, for
example Mr. Murphy's deposition, these subjects were
discussed, so if they had contemplated testimony on
this, they could have done it before now.

MR. SERIO: Y our Honor, in my 25 years of
proceedings at the PUCO I'm not aware that rebuttal
testimony has to be filed prior to the other side
putting their witness on the stand and putting that
direct testimony on the record.

Mr. Puican put his direct testimony on
the record today. Asaresult of questions-- asa
result of information in his testimony and follow-up
cross-examination we would like to rebut that claim.

| think that's absolutely appropriate rebuttal
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20 testimony. And we could not within the filing

21 deadlinefor our direct testimony have addressed it
22 previousto this.

23 EXAMINER FARKAS: Yes.

24 MR. KUTIK: Your Honor, it's been no
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secret that SFV has been part of this case for along

time. Certainly prior to the filing of any testimony
other than theinitial testimony filed with the
application.
It is certainly no secret that OCC has

been on the bandwagon publicly about how SFV affects
negatively, in their view, low-income customers. |f
they wanted to fully develop the record and fairly
develop the record on this point, they were
duty-bound to file their best case at the time and
not to attempt alast-minute move to prevent full
exploration in discovery of this allegedly rebuttal
witness. Soitisunfair; it isimproper for them to
try it at thistime.

EXAMINER FARKAS: Okay. We're going to
alow the rebuttal testimony on the condition that it
would be filed by Thursday and the witness would be
here on Friday.

MR. SERIO: We may be ableto do alittle
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20 better than Thursday. It's possible we could have

21 thetestimony filed Wednesday and the witness could
22 be available Thursday.

23 EXAMINER FARKAS: Okay.

24 MR. SERIO: | need to check the office,
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but | think we can do that.

MR. KUTIK: Will we have an opportunity
to take discovery of thiswitness, your Honor?
EXAMINER FARKAS: Well alow that. My
thought was that you would rather go on an expedited
time frame, but if you want to --
MR. KUTIK: Well, certainly.
EXAMINER FARKAS: -- question the
witness --
MR. KUTIK: What | would like, obvioudly,
Is have an opportunity to have awitnessfile his
testimony tomorrow, be able to take his deposition
either tomorrow or the next day, and then put him on
as soon as we can thereafter.
EXAMINER FARKAS: Okay. Isthiswitness
awitness from --
MR. SERIO: It'snot an internal witness,
your Honor. It's somebody that I've got to make some

scheduling arrangements with and | was pretty sure
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20 that the witness would be available in town on
21 Thursday.

22 MR. KUTIK: Waéll, this pointsto the
23 additiona unfairness of doing this. Friday isthe

24 one-year anniversary of the filing of the application
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in this case, and thisisjust further attemptsto

delay these proceedings, your Honor. It's unfair to
the company, it's unfair to the staff for OCC to come
in at this point in time without the opportunity to
fully explore this new witness.

MR. SERIO: Y our Honor, I'd like to put
on the record --

EXAMINER PIRIK: Mr. Serio.

EXAMINER FARKAS: No. Just asecond.

| think the ruling stands. If you want
to depose the witness before he goes on the stand,
then | would expect Mr. Serio to provide the witness
to you on an expedited basis and his testimony filed
at least by Thursday, if not before, and then you
would have the opportunity to depose that person if
you so choose as soon thereafter as possible.

And then we would go on and put that
witness on either Friday or Monday, if not sooner. |

mean, the nature of histestimony | can't -- |
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20 wouldn't believe would be that extensive, would it?
21 MR. SERIO: Histestimony would address
22 the argument that --

23 EXAMINER FARKAS: Thisis not the best

24 surrogate of your plan.

file:///A|/EastOhioGas-V 0l%201V .txt (240 of 248) [8/27/2008 11:04:53 AM]



file:///A]/EastOhioGas-V 0l%201V .txt

121
1 MR. SERIO: Yes.

2 EXAMINER FARKAS: That's a pretty defined
3 scope of testimony. So when can you advise the

4 parties as to when this witness would be available?

5 MR. SERIO: | know the witnessis going

6 to bein town thisweek.

7 EXAMINER FARKAS: Okay.

8 MR. SERIO: Obvioudly | have to get the

9 testimony filed first. I'll do my best to get it

10 filed by Wednesday. If | get it filed Wednesday, the
11 witnesswill probably be available Wednesday or

12 Thursday and then we can go from there.

13 EXAMINER FARKAS:. Okay. Yes.

14 MS. HAMMERSTEIN: Since it appears that
15 Mr. Serio knows who thiswitnessis going to be, can

16 wefind out who that is?

17 EXAMINER FARKAS:. Yes.
18 MR. SERIO: Hisnameis Roger Colton.
19 EXAMINER FARKAS: Okay. Canyou spell
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20 hislast name?

21 MR. SERIO: C-o-I-t-0-n.
22 EXAMINER FARKAS: Okay.
23 MR. SERIO: Y our Honor, Mr. Colton filed

24 testimony in the Vectren rate proceedings where there

file:///A|/EastOhioGas-V 0l %201V .txt (242 of 248) [8/27/2008 11:04:53 AM]



file:///A]/EastOhioGas-V 0l%201V .txt

10

11

12

13

14

15

16

17

18

19

122
were different timelines. The testimony would be

somewhat similar to the testimony he filed in the
Vectren proceeding so if the parties want to take the
opportunity to go to the Vectren proceeding, his
testimony is a matter of public record.

EXAMINER FARKAS: The Vectren proceeding
iIswhich case?

MR. SERIO: The 1080 rate case that is
currently ongoing at thistime.

EXAMINER FARKAS: Okay.

MR. KUTIK: Your Honor, at this point in
time can we have aruling from the Bench, we would
move for Mr. Colton's testimony to be filed by no
later than close of business on Wednesday and then
for usto be able to have the option of either
cross-examining him or taking his deposition on
Thursday and perhaps going forward with the hearing
on Thursday.

EXAMINER FARKAS: Isthat aproblem?
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20 MR. SERIO: Your Honor, | know | can meet
21 the Thursday deadline. | think | can do faster, |

22 just haveto verify internally that the review that

23 needsto be doneis completed. If that's the case, |

24 can probably get it filed early Wednesday. So if you
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give me the deadline that you initially indicated,

probably tomorrow | can send an e-mail out advising
the parties just how quick | can get the testimony
filed.

MR. KUTIK: Wéll, if histestimony is
just like or similar to the V ectren testimony, we
should be able to get that thing filed by Wednesday
and we again would move for the Bench to set that
deadline.

EXAMINER FARKAS: Yes. | think that's
reasonable.

MR. SERIO: If that's the Bench's ruling,
it's absolutely acceptable, your Honor.

EXAMINER FARKAS:. Thank you. So we will
resume -- we'll stand adjourned today and then resume
tomorrow at 10 o'clock.

MR. SAUER: 10 o'clock is good.

EXAMINER FARKAS: 10 o'clock, okay.

(The hearing adjourned at 3:04 p.m.)
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1 CERTIFICATE

2 | do hereby certify that the foregoing isa
3 true and correct transcript of the proceedings taken
4 by mein this matter on Monday, August 25, 2008, and

5 carefully compared with my original stenographic

6 notes.
7
Maria DiPaolo Jones, Registered
8 Diplomate Reporter and CRR and
Notary Public in and for the
9 State of Ohio.

10 My commission expires June 19, 2011.
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