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BEFORE 
THE PUBLIC UTIUTIES COMMISSION OF OHIO 

In the Matter ofthe Application ofVectren 
Energy Delivery of Ohio, Inc. for Authority 
To Amend Its Filed Tariffs to Increase the 
Rates and Charges for Gas Service and 
Related Matters, 

In the Matter ofthe Application ofVectren 
Energy Delivery of Ohio, Inc. for Authority 
to Adjust its Distribution Replacement Rider 
Chaises. 

CaseNo. 07-1080-GA-Am 

CaseNo, 10-593 GA-RDR 

COMMENTS 
AND 

RECOMMENDATIONS 
SUBMITTED ON BEHALF OF THE STAFF OF 

THE PUBLIC UTILITIES COMMISSION OF OHIO 

INTRODUCTION 

In accordance with the Public Utilities Commission of Ohio's (Commission) 

Opinion and Order adoptuig the Stipulation and Recommendation filed in Case No. 07-

1080-GA-AIR (Rate Case), Vecten Energy Delivery of Ohio (VEDO or Company) filed 

an application (Application) in the above captioned cases for authority to increase its 

Distribution Replacement Rider (DRR). The purpose of the DRR increase is to allow 

VEDO to: recover a retum of and on certafai investments made in 2009 to replace agbg 

natural gas pipeline infrastructure; recover the costs of assuming ownership and repair of 

previously customer-owned service lines; and, rewver the costs of replacmg prone-to-

fail risers. These comments fffcsent a summary ofthe Public Utilities Commission of 



Ohio Staffs (Staff) investigation of VEDO*s Application and the Staffs findings and 

recommendations. 

BACKGROUND 

VEDO is an Ohio Corporation engaged in the business of providing natural gas 

distribution service to approximately i l 5,000 customers in v^est central Ohio, is a public 

utility under Sections 4905.02 and 4905.03 of fee Ohio Revised Code/ and, as such, is 

subject to the Commission's jurisdiction. The Commission's Opinion and Order m Case 

No. 07-1080-GA-AIR approved the Stipulation and Recommendation (Stipulation) filed 

by the parties in that proceeding that, among other things, authorized VEDO to establish 

the DRR for a period of five years or until new rates are aj^sroved pursuant to a base or 

altemative rate case, whichever is less. The purpose ofthe DRR was to permit VEDO to 

seek recovery of: (1) the retum of and retum on^ plant mvestment, includii^ post-in-

service carrying costs (PISCC) and certain incremental e:(penses incurred in 

implementation of its accelerated bare steel and cast ux>n mains and service lines 

replacement program; (2) deferred «q)enses associated with the Company*s riser 

investigation pursuant to Case No, 05-463-GA-COI^; (3) costs for replaccmrat of jffone-

to-fail risers; (4) incremental costs related to the Ccmipany's assumption of ownership 

and responsibility for repairing customer service lines; and (5) actual annual Operations 

Application at L 

^ The pre-tax rate of retum is 11.67% as established in Case No. 07-1080-OA-AIR. 

^ The bitial DRR rate for recov«y VEDO's actual deferred costs of its riser 
investigation as of July 2008 was in effect firom March 1,2009 throu^ February 28, 
2010. The DRR was reset to zero effective March 1,20 i 0. 



and Maintenance (O&M) expense savings as an of&et to costs otherwise eligible for 

recovery under the DRR. 

The Stipulation further provided a process for establishing the annual DRR rate. 

By May 1 of each year beginning in 2010, the Company must file an application detailing 

the mvestments and costs delineated above that w^e uicurred during the previous 

calendar year and a summary of its construction plans for the next year. Under the 

process, VEDO bares the burden of proof regarding die justness and reasonableness of 

the DRR rates proposed each year. Further, the process provides that the Staff will 

perform an investigation ofthe annual ̂ ^plicaticms andtnake recommendatimis on the 

justness and reasonableness ofthe applications. Similarly, other parties may file 

comments on the applications and unresolved issues vrill be set for hearing by the 

Commission. The process provides that the parties will use their best efforts to permit 

new DRR charges to take effect on a service rendered basis on September 1 of each year. 

Additionally, the process establishes that the initial monthly DRR is capped at $1.00 for 

Residential and Group 1 General Service customers and that the cap will mcrease m 

$1.00 mcrements in each of the succeeding years. ̂  

VEDO'S APPUCATION 

VEEX) filed its Application on April 30, 2010. The Application is primarily 

supported by the testimony and exhibits of James M. Francis, Director of Engineering 

and Asset Management, Janice M. Barrett, Director of Regulatory and Plant Accounting, 

Stipulation at 8-14, 



and Scott E. Albertson, Director of Regulatory Affairs and by supplemental testimony 

from Ms. Barrett and Mr. Albertson filed on July 23,2010. Mr, Francis* testhnony and 

exhibits present the progress made in 2009 on the BWTQ Steel/Cast Iron (BS/CI) 

Replacement Program, the Company's BS/CI 2010 Replacement Program, Has 2009 Riser 

Replacement Program progress and costs, maintenance costs associated vrith the 2009 

BS/CI Replacement Program, the 2009 incremental costs for maintenance and repair of 

service lines previously owned by customers, and 2009 capital costs for repl^ement of 

previously customer-owned service lines. 

Ms. Barrett's inhiai testimony and exhibits provide explanations ofthe various 

components ofthe Company ŝ proposed revenue requirements; schedules supporting the 

proposed revenue requirement calculations for the for the 2009 Mains and Service Line 

and Riser Replacement Programs as well as a summary revenue requirement calculation 

supporting the DRR; explanations and schedules showing the derivation ofthe 

annualized property tax e?q)enses and deferred taxes on liberalized depreciation 

associated with the Mains and Service Line and Riser Replacement Programs; a 

discussion ofthe Company's rationale and policies fcff recording retirements, PISCC ,̂ 

and AFUDC; and a schedule showing the proposed recovery of deferred riser 

investigation and replacement costs for the period August 1,2008 through February 28, 

2009. Her supplemental testimony makes several adjustments to the proposed revenue 

requirements for both the mains and service line replacement programs. For the mains. 

The PISCC rate of 7.02% rq}resents the company's long-t«in cost of debt as 
established in Case No. 07-1080-GA-AIR. 



Ms Barrett's supplemental testhnony proposes an overall increase m the revenue 

requhement of $ 1 3 9 . This increase stems from an adjustment to plant retirements to 

reflect actual 2009 retirements as opposed to the estimate that was originally provided, an 

adjustment to the property tax expense using the actual 2009 average property tax rate, 

and addition of an annual PISCC amortization expense that was not mcluded in the 

original Application. For the service lines, the Ms Barrett's supplemental testimony 

proposes an overall decrease in the revenue requirement of $58,752 based on a reduction 

to die 2009 capital investment, an mcrease to the accumulated depreciation for the risers, 

an adjustm^t to the retirements to provide actual v^sus estimated figures, adjustments 

to the property tax expense related lo the decrease in rate base resulting from the 

reduction in 2009 capital mvestments and to reflect the actual versus and estimated 2009 

property tax rate, and addition of an annual PISCC amortization exp^ise that was not 

included in the original Application. 

Mr. Albertson's initial testimony principally provided tiie derivation of rates ftom 

the Company's proposed DRR revenue reqmrement, allocation of rates by rate class, a 

proposed tariff sheet, and the annual residential customer bill impact His supplemental 

testimony updates the derivation and allocation of rates and proposed tariff sheet and 

revises the residential bill hnpact to reflect the revised DRR revenue requirement 

provided in Ms. Barrett's supplemental t^timony. 

In its Application, the Company mdicates diat in 2009 k replaced 18 miles of bare 

steel and 6.5 miles of cast iron mains, replaced 1,722 BS/CI service lines (wifli an 

additional 58 service lines retured and 74 tied ovet), replaced 16,003 prone to fail risers, 

5 



and moved 1,977 inside meten outside as part of its Replacement Program. In the 

supplemental testimony, the Company proposes a Mams Replacement Program revenue 

requirement of $651,463 and $2,167,095 for die Service Line and Riser Replacement 

Program for a total DRR revenue requhrement of $2,818,558, which the Company 

proposes to be allocated as follows: 

Rate Schedule 

310,311,and3I5 
320, 321, and 325 (Group 1) 
320,321, and 325 (Group 2 and 3) 
341 
345 
360 

? Per Month 

$0.65 
$0.65 

$3.27 

$PerCcf 

$0.00448 

$0.00120 
$0.00117 

STAFF EWESTIGATION SUMMARY AND COMMENTS 

The Staff reviewed the Company's Application and testimony, issued several 

information requests seeking additional supporting data, interviewed Company personnel, 

reviewed the Company's competitive bidding process, and traced sample expenses bade 

to tbeh source data. The Staffs investigation was designed to ensure that the 

Company's policies and practices comport with sound ratemaking principles mid the 

Commission policies, confirm that its books and records are reliable sources of cost data, 

and ultimately determine if the Application is just and reasonable. The Staffs comments 

and recommendations, by topic area, are as follows: 



A. VEDO's Application 

The Company's Application did not include several sû yporting schedules diat 

are routinely provided by the odier Ohio natural gas distribution utilities m their 

accelerated mains replacement rider applications. Some of die schedules that were 

not included were monthly breakdowns for plmit additions, retirements, cost of 

removal, depreciation, PISCC, expenses and other detailed schedules customarily 

provided by other companies in support of summary schedules similar to diose 

diat VEDO included in its Application. While the Company was accommodating 

and cooperative with the Staffs investigation and by-in-large prompt in 

responding to Staff information requests, the lack of detailed supporting data 

accompanymg the Application requhred the Staff to request mtxe detailed 

supporting data. Waiting on the sut^oiting data unnecessarily slowed the Staff's 

investigation, which could be problematic given the brief investigati<m wtadow 

associated with the Company's DRR applications. The Staff recommends that 

Company modify its future DRR applications to provide supportmg schedules 

similar to those provided by the other natural gas distribution utiiities and to more 

closely emulate the format used by the other companies. Further, concurrent with 

its Application, the Company should provide the Staff and the Office ofthe Ohio 

Consumer's Counsel (OCC) a working electronic model of its revenue 

requirement calculation such that any adjustment to a supporting schedule would 

automatically update the revenue requirement and calculation of resulting rates. 



B. Level of tavestment 

The Company in 2009 did not replace the mileage of BS/CI mains or make the 

capital mvestment anticipated in the Rate Case Stipulation. And, in 2010,.the 

company plans to replace even fewer miles and spend less on die Replacem^t 

Program. In 2009, the Company replaced 24.5 miles of BS/CI mains and spent a 

total of $11,250,423 on the Program.* In 2010, die company plans to replace 18 

miles of BS/CI mams and plans to spend approxhnateiy $11,000,000. The 

Stipulation, among other things, addressed the Company's application to create an 

accelerated mams replacement program (AMRP) and establish the DRR The 

Company proposed in its Rate Case Application to accelerate replacement ofthe 

BS/CI over a 20 year period (versus 70 years at its historical replacement rate), or 

approximately 35 miles per year, and an annual capital mvestm^t of 

$ 16,875,000.'̂  For die remainmg diree years of die Program, years 2011,2012, 

and 2013, the Company currently has budgeted capital spendmg levels at the 

$16,875,000 per year as proposed in its initial Rate Case Applicatitm and as 

anticipated in the Stipulation.' 

The Company maintsuns that die 2009 investment level and planned 2010 

investment is below die level specified in the AMRP Application due to the 

Direct testimony of James M. Francis at 5. The total costs also include costs to 
replace 1,796 service lines and other related Program costs. 

Apphcation in Case No. 07-1080-GA-ALT, at al, Alt Reg. Exhibit A: Alternative 
Rate Plan Description, at 7. 

Staff interview with Company personnel, June 9,2010. 



cunrent economic climate and that, in the near term, it (along with its afiiliate 

companies under'the Vectren Utility Holdmgs, Inc's umbrella) has constrained hs 

planned capita] expenditures in an effort to avoid potential exposure to hi^er 

capital costs.̂  

The Staff is concerned diat die 2009 and planned 2010 levels of investment are 

below what was anticipated by the Stipulation. This concem is heightened by die 

fact that the Company's current 2011 — 2013 budgets only call for capital 

investments for the Replacement Program at the anticipated levels without any 

provision to make up for the reduced mvestment in 2009 and planted for 2010. 

Concomitantiy, Company witness Francis states in his testhnony, **On-going 

assessment of economic impact on the Company's capital spending levels will 

continue and may impact the aimual level of investment in the Replacement 

program."'** 

The whole point ofthe AMRP programs is to accelerate replacemeait of agmg 

infrastmcture m order to gain system efficiencies frcHn operating at hij^er 

pressures, enhance safety by reducing the incidence of system leaks, and reduce 

implementation costs by passing operation and mamtenance savings back to 

customers. If the Company's current BS/CI mains replacement pace and 

corresponding investment level ccmtinues or is reduced, then customers may not 

fully receive the anticipated benefits that are supposed to accrue from tte 

9 

10 

Direct testimony of James M. Francis at 11 

Direct testimony of James M. Francis at 11 



ir 

12 

accelerated Replacement Program during the five years that the Program has been 

authorized. Furthermore, die Program may have to extend beyond die 20 years 

stated in the Company's Rate Case Application. 

The Staff mtends to closely monitor die Company's future Replacement 

Program plans and levels of investment If the plans and farvestment levels are not 

at or near the annual levels diat were anticipated in die Rate Case Stipulation and 

mclude provisicms for makmg up for reduced BS/CI replacement and spendmg in 

2009 and 2010, tiien ihe Staff may recommend to die Commission in a future 

DRR proceedmg that die Company continue accelerated BS/CI replacement but 

seek recovery of its costs m a traditional rate base case radier than dirough the 

DRR. 

C. Recording Meter Move-Out Costs 

The Company included $822,187 plant additions for service Imes fbr costs 

associated with moving 1,977 meters that were previously located inside customer 

premises outside. *' The Company states that it moved die meters outside because, 

as the BS/CI main Imes are replaced widi new plastic pipe, its distribution system 

can be operated at higher pressure which improves operational efficiency thereby 

benefitting both customers and the Company.̂ ^ Moreover, the Company 

maintains that it is less costiy to move meters outside than it is to install regulators 

Company response to Staff Data Request No. 20, June I J, 2010. 

Application at 6. 

10 



outside of customer premises and that it is unsafe to brii^ higher pressure service 

uiside customer premises. '̂  

The Staff does not object to the Company's practice of moving meters outside 

in order to foster operational efficiencies and enhance safety; and, die Staff agrees 

that the meter move out should be c^italized. However, the Staff believes that 

the Company has recorded the meter move out costs in the wrong capital accoimt 

The Company recorded the meter move out costs in Account 680^ ,̂ which is 

equivalent to die Federal Energy Regulatory Commission's (FERC) Uniform 

System of Accounts (USOA) Account 380 -Services,^^ The Staff believes diat 

these costs should more properly be recorded in the Company account equivalent 

to USOA 38 l-̂ Meters or IZl-Meter Installations, whichever is consistent widi the 

Company's customary practices for recordmg meter Installation costs. Par^raph 

B of die USOA instmctions for die 380 - Services Account states diat̂  "A 

complete service begins with the connection on the main and extends to but does 

not include the connection with the customer's meter:'̂ ^ (Emphasis supplied.) 

The Staff believes diat die equipment and labor associated widi die meter move 

outs are part of die meter set diat should be reccwrded in USOA Account 381 or 

382. Tbe Staff recommends Oiat the Company reclassify the meter move out costs 

Company response to Staff Dala Request No. 20, June 16,2010. 

Ibid 

18 CFR part 201 

Ibid. 

11 



and update its Application to reflect the reclassification prior instituting the new 

DRR rate. The Staff believes that the update is necessary to account fbr 

differences in the accounts such as depreciation. 

STAFF CONCLUSIONS AND RECOMMENDATIONS 

The Staff performed a comprehensive investigation of VEDO's DRR Application. 

Based on that investigation and with adoption ofthe Staff recommendation ccHiceming 

reclassification of meter move out cost delineated in paragraph C above, the Staff 

concludes that the Company's Application will result m a just and reasonable DRR rate 

and recommends approval by the Commission. In addition^ the Staff recommends tbat 

the Commission durect the Compsuiy to work widi the Staff prior to filing its next DRR 

application in order to include more detailed schedules as described paragraph A above. 

Respectfully submitted, 

Richard Corday 
Ohio Attorney General 

Dnane W. Lnckey 
Sectic^ Chief 

len A. Reilly 
Assistant Attorney Q^eral 
Public UtiUties Section 
180 East Broad Street 
Columbus, OH 43215-3793 
614.466,4396 (telephone) 
614.644.8764 (fax) 
stephen.reilly@puc.staie.oh.us 

On behalf of the Steff of 
the Public Utilities Commissiop of Ohio 
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BEFORE 
THE PUBLIC UTILrnES COMMISSION OP OHIO 

In the Matter of the Annual Application of 
Vectren En^gy DeUvery of CAiio, Inc. for 
Authority to Amend its Filed Tariffs to 
Increase the Rates and Charges for Gas 
Service and Related Matters. 

In the Matter of the Annual Application of 
Vectren Energy DeHvery of Ohio, Inc, for 
Authority to Adjust its Di^bution 
Replacement Rider Charges. 

Case No. 07-i080-GA-AIR 

Case Na l{X-595-GA-RDR 

COMMENTS ON VECTREN ENERGY DELIVERY OF OHIO'S APPUCATION 
BY 

THE OFFICE OF THE OHIO CONSUMERS' COUNSEL 

L INTRODUCTION 

The Office of the Ohio Consumers' Counsel C'OCC), an intervmK»r in the above-

captioned proceeding, hereby files diese Comments in opposition to die ̂ iplication filed 

by Vectren Energy Delivery of Ohio, Inc. C*Vectren" or "Conqjany") to increase tbe rales 

customers pay for Vectren's leplacemeiu of cast iron and bare steel distribi^on mams 

and service lines and for the replacement of prone-to-failure risers diat have a propensity 

for leaks. Vectren's proposal is m regards to its Distribution R^lacement Rider 

C'DRR'O Program. Pursuant to die Stipulation and Recommendation ("Stipulation'O filed 

on September 8,2008, in Case No. 07-t080-GA-A[R et sa., and die Public Utilities 

Commission of Ohio's CCommission" or "PUCO") Opinion and Order dated January 7, 

2009, customers are subject to potential DRR increases hi each of die years 2010 throu^ 



2014. Vectren has approximately 290,000 residmitial customers diat would be asked to 

pay the rate increase requested in Vectien^s Application. 

On April 30,2010, VecUren filed its Application for an adjustment to its DRR 

Rate. OCC filed its Motion to Intervene in diese cases on May 19,2010. On June 16, 

2010, the Commission granted OCC's intervention, and established a procedural 

schedule. On July 23, Vectren supplemented its Application by filing supplemental 

testimony of two of its witnesses. OCC tereby files these Comments in accordance with 

the procedural schedule. 

IL RESERVATION OF RIGHTS 

At this time, OCC's Comments on the Application are prelimmafy in natture. 

OCC reserves Ihe ri^ to file additional comments and to file expert testimony on any 

matters not resolved by the Company by August 4,2010, as s^ forth m the pmcedural 

schedule ui die Attorney Examiner's Entry.̂  

HL BURDEN OF PROOF 

The burden of proof regarding the ApplicatiOD rests upon Vectren. In a hearhig 

regarding a proposal that involves an increase in rates, R.C. 4909.19^ provides that, *Ta]t 

any hearing involving rates or char^ sought to be mcreased, the burden of proof to 

show that die increased rates or charges are just and reasonable ̂ liall be on die public 

utility." Inasmuch as the current case arose from Vectren's rate case, and Vectren is 

'Emryal2. 

^ See also R.C. 4909.18. 



requesting an increase ui rates, Vectren in Oris case bears die burden cf proof*̂  

Therefore, neidier OCC nor any odi^ uiterven(»' bears any burden of proof m dils case. 

IV. COMMENTS 

A. OCC Comments Impacting Hie DRR Rata 

1. Vectren's Proposed O&M Cost Savii^ Bertainkig T6 Service 
Lines Are Inadequate For Pro viding The Intended Benefit To 
Customers* 

Vectren has proposed O&M cost savings p^taining to customer service lines, 

specifically service lealcs and meter maintenance expense attributable to bare steel and 

cast iron ("BS/CT*). But Vectren has a unique twist for its customers - customras will 

pay Vectren for a $26,581 adjustment to the DRR revenue requir^nent^ A n^sidve 

savings adjustment (where Vectren, instead of customers, receives a payment) is 

backwards and an af&ont to die intention of Ihe mains replacen^nl program atid should 

not be accepted by the Commission. 

In die Dommion East Ohio PipeHne Infrasttucture Replacement CT)EO PIR") 

Case, die Commission put into perspective Ihe importance of die cost savii^ coimponent 

of these accelerated infrastructure replacement programs. The Commission stated: 

In evaluating the arguments of the parties, the Commission is 
mindful of the goal, articulated in die [Dominion] Dislributkm 
Rate Case, of using the O&M baseline savings to reduce the fiscal 
year-end regulatory assets, whk:h allows customers a more 
immediate benefit of the cost reductions achieved as a result of the 
PIR program (Staff Ex. 2 at 5). Moreover, die Conunission agrees 
diat» if O&M baseline savings are calculated using the 
methodology suggested by the company, it is possii^e tbat 
ccmsumers will not realize any immediate savings as the result of 

"* In re Vectren Rate Case, Case N a 07-1Q80-GA-AIR, et at StipulatioD at 12 (September 8,2006). ("Hie 
Cofnpaiiy shaD: bear the buidea erf fmxxf of denKmfitndng the j u s i n ^ 
recovery proposed by tbe Coonpany for ihe successor I^Ul charge **\) 

* Application at E3C. No. JMB-S3, tine 25 and footnote (5). 



die PIR program and could incur ad^tional expenses. Because 
immediate customer savings were articulated as a goal of die PIR 
program, the Commission finds that, consistent with Staffs 
proposal, the O&M baseline savings should be calculated usfa^ 
only the savings firom each categoiy of expenses, such that 
O&M savings will total $554,300.64 for die PIR year under 
consideration in diis proceeding.' 

The Commission should apply the same reasoning and result to the Vectren DRR 

Application and allow only O&M cost savings that reflect decreases from the baseline in 

maintenance expenses attributable to BS/CI - meaning Ohio customers will actually see 

an offset to the rates they're paying to account for savings. As the Cominission 

concluded in the DEO PIR case, because immediate customer savings were articulated as 

a goal of die FIR program, the O&M baseline cost savmgs should be calculated using 

only the cost savings from each categc»ry of expense. Uke DEO» Vectren originally 

presented testimony of witness Francis in its rate case where it proposed the DRR, to 

describe the savings concept as follows: 'X>nce underway, as VEDO retires leaking pipes 

die Company will be able to reduce mamtenance expenses."^ Therefore, the Conunission 

should take steps to provide consumers the immediate cost savings that were envisioned 

when the accelerated replacement program was approved for Vectren. 

The Commission should at a minimum set the O&M cost savings comp(»|ient fw 

customer service luies to $0, or more appropriately establish a nnninmm O&M obst 

savings amount that will balance the benefit the Conqiany receives from these programs -

- accelerated cost recovery for the Con^any - with the quid pro quo that consumers are 

supposed to get and are entitled to - accelerated and meaningful O&M cost savings. 

' In re Dominion East Ohio PIR Case, Case No. 0M58-GA-RDR, Opiiiioa aod Older at 11 (Deoenkier 16, 
2009). 

^ In re Vectren Rate Case. Case No. D7-1080-GA-AJR, et al., IMrect Testimony of James M. f^nnds at 
page 12. 



2. Vectren's Proposal To Collect Increnienfa] Service line 
Capital Costs From Customers Is Uiyust And Unreasonable* 

Vectren has proposed the recovery of incremental service line capital costs -

recovery for the replacement of service lines not replaced as part of the mains 

replacement program - for customer service luies dirough die DRR. Vectren's original 

Application included die recovery for incremental service line capital costs in the amount 

of $1,394,305.̂  Subsequendy, Vectren supplemented its Application and included an 

amount for incremental service line capital costs in the amount of $1,041,750, which it 

proposes to collect from customers.̂  

Vectren's proposed recovery for this category of incremental service lin^ capital 

costs IS unjust and unreasonable for several reasons. Fust, Vectren initiaUy based its 

calculation of the increm^tat capital costs on the average cost per service line rieplaced 

in 2009 ($4,954) compared to die 2007 baselhie ($3,699).' This diffwenoe, $l>55, or 

33.9 percent was dien £q>plied to the 1,111 customer service lines replaced to rê ich the 

$1,394305 inchided in Vectren's Applicati<m.̂ ° Vectren has provided no explanation for 

the 33.9 percent increase in the average 2009 installation cost versus the 2007 baseline 

cost. This represents an unjust and unreasonable increase that should not be charged to 

Vectren's consumers through the DRR. 

Further demonstrating the unreasonableness of the 2009 installation costs for the 

incremental customer service lines is the much lower average installation costs assodated 

^ Application at Ex. No. JMF-6. Sec also Ex. Na JMB-3, Une 4. (AprU 30,2010). 

' Application at Ex. Na JMB-S3, Une 4 (July 23, 2010)L AKhongb Vectren updated Ihe amount proposed 
for recovery on JMB-S3, it did not update tbe supporting infonnation ccmtained in Ex. No. JMF-6. 

' Applicatioa at Ex. No. JMF^ (April 30,2010). The Company replaced 896 fines in 2007 and 1411 ia 
2009. 

'̂  Application at Ex. Na JMF^ <Apdl 30,2010). 



with each customer service luie installed as part of tbe replacement of bare steel and cast 

iron mains. Vectren* s Amplication shows that it spent $4,187,450 on customer service 

lines replaced in conjunction widi its mam replacement program.^' The Testimony of 

Vectren witness James M. Francis, stated diat Vectren replaced 1,722 bare steel service 

lines as part of the replacement program. ̂ ^ The average cost ofthe replacement of a 

service line coincident with die replacement program is $2,432.^^ The average cost of the 

installaticKi of each customer s^vice tine in conjunction with the mains replacement 

program is $1,267 (or 34.3 percent) bdow die 2007 baselhie for swvioe Une 

responsibility replacement cost,̂ ^ and $2,522 (or 50.9 percent) below die 2009 average 

iocremental service line responsibility replacem^t cost.^' This comparison confiross die 

fact that the 2009 incremental s^vice line capital cost is unjust and unreasonable. 

Vectren has provided no justification for die mcreased average cost between 2007 

and 2009. In addition, the installed customer service lines in conjunction with the 

replacement program have an average cost below tbe 2007 baseUne. Thus tte 

Commission should reduce the Company's recovery of incremental capital costs for 2009 

customer service line installations not associated widi main replacement activities 

through the DRR. Vectren's r ecov^ of 2009 incremental service line captal cost, if 

'̂  Application at Ex. No. JMB-3, line 3. 

'̂  Direct Testimony of James M. Francis at 5, lines 4-9 (April 3a 2010). 

" $4,187,450/1,722 = $2,420. 

'* $3,699 - $2,432 = $U67 / $3,699 xlOO^ 34.3 petctmt 

*' $4,954 - $2,432 * 2,522 / $4,954 x 100 = 50.9 percent 



any, should be limited to die actual number of service line installations for 2009,̂ .̂based 

on the 2007 baseline aven^ cost per service line of $3,699. 

3. Vectren's Proposal For Coilectliq; From Customers Tbe Cost 
Of The Rdocatian Of Inside Meters To The Outside Sbcmld Be 
Eliminated From DRR Recovery. 

Vectren has included m its ̂ ^lication die costs associated with die relocation of 

inside meters to the outside, Vectren's witness, James Francis stated: 

Q. Did VEDO move any meters outside as part ofthe 
Replacement Program? 

A. Yes. VEDO moved 1,977 meters outside in 2009. Because 
the newly installed mains operate at a hi^ar pressure 
(requiring die installatim of a service regulateŝ ), the cost 
associated with moving die meters outside was less than if 
the meter remained inside and the necessary regulation was 
installed outside. In addition to better utilization of 
VEDO's capital, moving the meters outside should iniprove 
operational efficiency associated with fixture meter order 
work and elimmate the need for mtemal atmospheric 
corrosion inspections.'̂  

Vectren has violated die Stipulation by including in its DRR Application a poposd for 

customers to pay for recovery of costs associated with the relocation of inside meters 

outside. 

The Rate Case Stipulation established the foUowiiig agreed upon con^nemts diat 

Vectren would be permitted accelerated recovery through the DRR mechanisin: 

The DRR, wtddi will include a reconciliation of costs recoverable 
and costs actually recovered, sh£dl recovtf die r^urri of and on the 
1) plant investment, * * * (estimated to be $16.8 million per year), 
2) the actual deferred costs resulting finmconqilianoe widi die 
Commission's riser investigaticm conducted in Case No. 05-463-
GA-COI (estimated to be spiHnsximately $2.5 miiljon as of July 31, 
2008), 3) the incremental costs of assuming ownership and rqyair 

^̂  This number U unkxtown because tbe Oxnpany's Supplemental fiHngs did not suf^lement Exhibit JMF-
6. 

^̂  Application, Diiect Testinuny of James M. Rands at 6 (AprU 30,2010X 



of customer service lines as described m die Company's 
Application in these proceedings (estimated to be $295,000 per 
year), and 4) die costs associated with die replacement of [»x>ne-to-
f ail risers over a five (5) year period (estimated to be in total $33.5 
miUion).'* 

The Stipulation does not identify the recovery of costs associated with the relocation of 

inside meters to the outside. 

The PUCO Staff, ui die Staff Report, had challenged die inclusion of die costs 

associated with the meter relocation by stating: 

Staff questions Aether Vectren's ^an ^ould also include the 
movement of inside meters to the outside of the customer's home. 
Given that such moves may not be necessary in all cases, and the 
complexity of undertaldng sudi activity. Staff lecommends that 
Vectren provide the staff, when It submits Its proposed worî  fbr 
the upcoming year, instances of where It proposes to do this; the 
cost, and the specific rationale for doing so. 

The Company did not in its Application provide Staff die costs assodaled vrith tbe meter 

relocation and any specific rationale for doing so as reqtuied by tbe Staff Report.^^ The 

Stipulation also did not provide for tbe recovery of these costs. Therefore, the 

Commission should order Vectren to exchute the costs associated with the relocation of 

inside meters to die outside from DRR recovery. 

^̂  In re Vectren Rate Case, Case No. 07-1080-OA-AIR, et al.. Stipulation at 9-10 (September S, 200S). 

^^Inre Vectren Rate Case, Case No. 07-1060-QA-AIR, et al., Staff Report at 40 (June 16,200S). 

^ The Application does not detail the costs associated with the relocation of inside sxieteis outside. 



4. Vectren's Proposal To Colled From Customers The Cost Of 
The Replacement Of Plastic Upe Should Be ExenBpted From 
DRR Recovery. 

Vectren has included in die DRR Application recovery ftom customers for costs 

associated with tbe removal and replacement of plastic pipe. That [ffoposal is a 

violation of die Stipuktiom. The Stipulation states: 

The Parties agree and reconuDNid that die Ck>iî >any be authorissed 
to establish a Distribution Replacement Rider * "̂  *, to enable die 
recovery of and retum on investments made by the Company to 
accelerate implementation of a bare steel and cast iron pipeline 
replacement program * * *.^ 

There is no expectation of die Parties pursuant to die Stipulation diat Vectren would 

recover the costs for die replacement of plastic mains through the DRR mecharusm. 

Vectren's testimony in this case states: 2,640 feet of plastic main has been 

replaced within the projects conqileted in 2009.^ Vectren witness Francis furdier statos 

There were a nun^ier of reascms why plastic main segments were 
retired, which were cUscussed in my testimony m the Rate Case. 
Some short segments of plastic main existed among die bare stec4 
or cast iron infrastmcture. It would have been more cosdy to try 
and salvage diat main radier than replace it There existed sections 
of plastic main at the ends of some distribution systems being 
retired wherein those segments no Icmger served any customers; 
therefore, there was no reason to repine and continue to maintain 
those segments. Fhially, diere were sections of existuig plastic 
tnain that required additional pressure testing in order for diem to 
be operated at the higher maximum allowable operating prrasuie 
C^MAOF*) applicable to die replaced distribution system - and 
where during die test die main failed to hold die required pressure. 
Replacement was a more cost effective option than attempting to 
find and repair the deficiencies in the existing plastic main.^ 

" Direct Testirocaiy of Janies M. f^^icis at 5-6 (April 30,2010). 

^̂  In re Vectren Rate Case, Case No. 07-1080-GA-AIR, et al. Stipulatioa at 8 (Septeinber S, 2006^ See atso 
Opinion and Order at 5 (January 1,2009). 

^ Direct Testimony of James M. Fkancis at 5 (April 30; 2010). 

" Direct Testimony of James M. Firancis at 5-6 (Apzil 30,2010). 



Vectren's arguments in support of recoveiy do not overcome die fact diat the Stipulation 

did not contemplate die recovery of plastic mam replacemet^ costs through die DRR. 

Therefore, the Commission should disallow the costs of plastic main replacement 

In its Application, Vectren does not break out its mains and services by pipe 

composition (cast hon, bare steel, plastic, etc). Tbe removal of tbe costs of new plastic 

mains diat r^lace die existing plastic mains from the DRR calculation m^acts the total 

expense arid annuahzed retum <m rate base diat makjBS up the revenue requirement to be 

collected. OCC proposes reducing the revenue requirement associated widi mains by 

$13,029^^ to exclude the costs of the replaoemrat of existii^ plastic mains vrith new 

plastic mains. It is OCC's position diat the DRR should not be the mechanism to collect 

from customers the costs of replacing old plastic with new plastic mains and services. 

B. OCC CommoitB Not Immediatdy bapactii^ The DRR Rate 

L TheClaunedNeedForTheDRRPn^inunlsIIhisory. 

Vectren has in large part relied on safety and reliabihty as the basis fw jiKtitying 

die need for die DRR program.^ Vectren's recent rate case included testimony which 

supports this contention. Vectren witness James M. Prands stated: 

Q. Is there a difference m the operational performance of bate 
steel and cast iron nmuis when compared to [m t̂ected steel 
or plastic mains? 

A. Yes. Bare steel and cast iron mains have significandy 
higher leakage rates than do protected steel and plastic 
mains. This increased incidence of leakage results in high^ 

^̂  Vectren replaced 2640 feet (1/2 mile) of plasdc pipe; This equates to 2% of tbe total mUes i e^ed (J! 
mile / 24.5 miles). Applying 2% to the revenue requirement fbr mains yields $13,(U9C2%x 65 M63>. 

^̂  For exaoqjle see, In re Vectren Rate Case, CaseNo. 07-lO8O-CiA-AIR, et aL DirectTestimony of James 
M. Francis at 6. 8.9,12,14^15 (Deccmb»4,2007). 
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Operating and mamtenance expenses, greater line losses and 
safety and reliability risks. «**." 

Q. Does die increased likelihood of leakage on a bare steel or 
cast iron main create potentially serious issues for VEDO 
and its customers? 

A. When considermg cmly those leaks repaired since 2003 diat 
are duecdy attributabte to bare steel or cast iron mains, 
13% of those leaks were identified as being hazardous to 
public or en^loyee safety, requhing immediate repair. 
Exhibit JMF-5 provides a count ofthe leaks repaired by 
hazard type. Approximately anodier 45% of die repaired 
leaks were under hard surface and dms are ̂ n e to 
migration into buildings or sewer systems, ^ i c h can be 
problematic. * * *.^ 

Q. Why does VEDO believe it is prudent to pursue die 
Program at this time? 

A. There are numerous benefits to die Program beyond the 
replacement of VE[X)'s most aged assets. First, the 
Program will replace the pipes diat c<»itribute most to 
system leaks. The resulting benefits to service reliability 
and safety are clear. * * *, 

At the time the DRR was proposed, safety and reliability factors played an important role 

in die justification of die program. 

The Company proposed completing the program within twenty years, and stated 

in testimony that it could potentially shorten the prograia Vectren witness lames Francis 

stated: 

Q. Why is VEDO proposing a 20 year replacem^t program, 
ratiier than a shorter Program period? 

A. The 20 year program was developed when considering 
distribution system replacement needs throughout VUHI, 
not only die VEDO system. Vectren has proposed a similar 
program for its Indiana utilities, hi total, the planned annual 

^̂  In re Vectren Rate Case, Case No. 07-1080-GA-Am, et al IMnct Testimony of James M. Rancis at 7 
(December 4,2007). 

^ In re Vectren Rate Case, CaseNo. 07-108O<3A-AIR,etaL fXreci Testimony of James M. Fnum at 8 
(December 4,2007). 

^̂  In re Vectren Rate Case, Case No. 07-I08&GA-AIR, et aL Diiect Testimony of James M. Francis at 12 
(December 4,2007). 
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mileage to be replaced across Vectren service territe»ies is 
approximately 90 ndies. Additionally, diere are a number 
of odier utilities in tbe Midwest, mcluding Duls Eiwgy 
Ohio, who have in place a significant replacement program 
that will constrain constmction resouice availability for 
some time. The 20 year program reflects the amount of 
resources VEDO believes would be reasonably available to 
implement and execute the Program. However, VEDO 
would consicte shortening the length of the Program if 
resources were to become available. *** .^ 

It is notewordiy diat dirougbout his testimony, Mr. Francis did not discuss or 

contemplate a DRR program lasting longer than 20 years. Yet, experi^ice through tbe 

fint two years of die DRR program demonstrates that Vectren is replacing significandy 

less pipeline dian originally proposed; dierefore, creating die very real probability diat die 

program will extend well beyond the twenty years originally proposed 

In its Application, Vectren discussed the activity tbat would be required m ontor 

to complete the (»ogram in twenty years. Vectren witness James Francis stated; 

As of the ^id of 2008, VEDO had a total of 524 miles of bare steel 
and 172 miles of cast iron mam r^nEdning in its system. In its Rate 
Case, VEDO proposed to replace its remaining hate steel and cast 
iron infrastrDcdire over a twenty year period, or approximately 35 
miles per year.̂ ^ 

Yet in 2009, Vectren replaced only 18 miles of bare steel mains and 6.5 miles of cast iron 

mains.̂ ^ The 24.5 miles represents 70 percent of die 35 miles per year needed to 

complete the project in twenty years. Furthermore, Vectren has stated its plans to <»ily 

replace 18 miles of bare steel and cast iron mains ui 2010.^ This planned replacement 

rate is less than 2009 n&placements, and roughly one-half of die 35 miles projected by 

^ I n r e Vectren Rate Case, Case No. 07-1080-OA-AIR, et al. Direct Testimony erf James M. frands at 9^ 
10 (December 4. 2007). 

^̂  Direct Testimony of James M. Francis at 4 (April 30,2010). 

'^ Direct Testimony of James M. Francis at 5 (April 30,2010). 

^̂  Direct Testimony of James M. Francis at 10 (April 30,2010). 
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Vectren at die time of die rate case. Thus a d ^ two years of die program, Vectren wOI 

have replaced only 42.5 miles of bare steel ai^ cast hon pipeline instead of 70 - a pace 

which will extend the DRR program well past its current projection of 20 years. 

Although diis replacement rate is greater dian the rate Vectren achieved durhig die five 

years prior to its 2008 rsto case (10.5 miies of bare steel and cast hon pipeline per year) , 

it does not appear sufficient to meet die Company's 20 year conqiletion target date. 

Vectren has explained tbat the slower pace of pipeUne replacement is m response 

to the economic downturn and the greater cost of capital necessary for such a large scale 

project^^ But it should be pointed out that die DRR was designed in a manner to reduce 

Company risk and regulatory lag associated with pipeline investment Despite this 

frameworic, cost apparently seems to be die impedhnent keeping die Company from 

meeting the projected pipeline replacement schedule. 

Inasmuch as the pipeline replacement program was designed to p^mit Vectren to 

maintain a safe and reliable distribution system, and to do so in an accelersri]ed manner, it 

now appears diat cost concerns have become die over-riding factor, and not safety. If, in 

fact, cost has now become die over-rkiing factor in the pipeUne r^lacem^t program, 

then die PUCO should re-evaluate die need for such a [vogram and the annual DRR 

review. 

The most troubling aspect to Vectren's under-achievmg main ref^ement rate is 

the raticmale that Vectren has provided in its testimony supporting its Application. 

Vectren witness James Francis stated: 

^ See In re Vectren Rate Case^ Case No. 07-1080-GA-AIR, et a l DicBCt Testhnony of James M. Rands at 
5 (December 4,2007). 

^̂  Diiect Testimony of James M. Bxnds at 11 (April 30,2010). 
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Q. In die Rate Case, VBX> indicated an annual Replacement 
Program mvestment of $16,875,000. Why is die actual 
2009, and planned 2010, level of mvestment less than this 
amount? 

A. Based on the economic climate, in die near term VEDO has 
constrained its planned capital expenditures m an effort to 
reduce immediate cadtal needs and potential ejqposure to 
higher capital costs. 

Vectren is constrictmg its main replacement rate not because it is e^^riencing . 

unreasonable cost increases, but radier diere is a potential that it may experience higho' 

capital costs. 

There are numerous problems with Vectren's rationale. First, if the program is 

necessary for the inqx-ovement of system safety and reliability, then Vectren's cost 

concems do not adequately explain its delay. Second, Vectren has been g iv^ a very 

generous accelerated cost recovery mechanism designed to provide the Company with a 

renim of and on die plant investment The DRR recovery mechanism should raore dian 

adequately cov^ die risk of increased capital costs th^ worries Vectren. Finally, if the 

Con^any is indeed prioritizing accelerated cost recovery (fi:om customers) ahead of 

accelerated tnain replacement (to benefit customers), them the Commission shcnild 

recognize diat the underpinnings used by Vectren to justify the DRR program -*• safety 

and reliability - are iUusory, and the Commission should reevaluate the program. 

Although two years may not be a sufficient time period to make a final judgment 

on Vectren's abihty to complete the DRR program in the projected 20-year period, it is 

enough of a trend to raise die issue for closer review. OCC urges the PUCO to put 

Vecten on notice tiiat die Company has the frndsn to prove, in future DRR proceedings, 

that its actions - replacing less pipelines than projected » are prudent under die 

36 Direct Testimony of James M. Francis al 11 (April 30,2010) (emphasis added). 
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Stipulation in Case No. 07-1080-GA-AIR, et at Fintbermore, if it can be shown diat die 

need for an accelerated pipeline replacement program has been superseded by a program 

to accelerate cost recovery from consumers, then the continuation of the DRR program 

could be in jeopardy. 

2. Tbe O&M Ei^ense Cost Savbigs That Are Supposed To Be A 
Benefit And Offset To The Rates Customers Are Paying Are 
Jeopardized By The Company^s Main Re^acem^t Rat& 

O&M cost savings pertaining to mains replacement could be im(^cted by the 

Company's decision to replace less cast iron and l>are steel main than was projected. To 

the extent Vectren delays its replacement of distribution fecilities, the pot^itial exists that 

consumers will not receive the O&M cost savings that were envisioned at the time the 

DRR was approved. The Staff recognized the importance of achieving significant O&M 

cost savings dirough the DRR. The Staff stsLted: 

Staff has suppcmed a similar program at Duke Energy Ohio (Duke) 
in its Accelraated Mains Replacemmt Program (AMRP). Staff 
supports Vectren Energy Ddivery Company Case Nos. 07-1080-
GA-AIR and 07-1081-GA-ALT Duke's on^nng AMRP for die 
replacement of all cast ircHi and bare steel pipeline and resulting 
improvement it has made to pipeline safety, and notes that 
customers have realized approximately $8.5 million in O&M 
savings to date that has been credited back dirou£^ rider AMRP 
Vectren also antfcipales signifkant benefits fironcra reduced 
InddeiM^ m leaic rqiair uqpenses^ and Hire Dok^win credit 
savings In the avoided O&M costs to customers. 

Vectren has not passed back significant O&M cost savings to its consumers, ai^ 

if the trend continues and the replacetnmt rate achieved falls below the Conqiany's 

projections, dien die Conunission should consider establislung a minimum O&M cost 

savings amount to assure consumers are provided the benefit they were promised. 

37 In re Vectren Rate Case, Case No. 07-1080-GA-AIR, et al.. Staff Repwt at 3 0 ^ (June 16,2008). 
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V. CONCLUSION 

The Commission should reduce die DRR Rider rate di^ Vectren proposes in 

conformance with the above OCC recommendations. 

Furdiermore, because dw present replacement rate is not ui compliance with the 

rate diat Vectren argued m die rate case as behig necessary to maintam a safe ^id reticle 

system, die Clommission should put Vectren on notice diat die Con îany has the burd^ 

to prove, in fiitore DRR proceedings, diat its dc6om -leplacmg less pipelines than 

projected -are prudent under die Stipulation in Case No. 07-1080-GA-AER, et al. 

Additionally, OCC is concerned diat by vutue of die fact diat the Company is r^ladng 

less pipe dian projected, it reduces die O&M cost saving that are to be passed back to 

consumers. Finally, if it can be shown, m future DRR proceedmgs, dua die i^ed for an 

accelerated pipeline replacement program has been superseded by a program to 

accelerate cost recovery from consumers, tlien tbe continuation ofthe DRR program 

couid be in jeopardy. 

Respectfulty submitted, 
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52 East Gay Street, P.O. Box 1008 
Cohindnis, OH 43216-1008 

David CRuiebolt 
Ohio Partners for Affordable Energy 
231 West lime Street 
P.O. Box 1793 
Findlay, OH 45839-1793 
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IR McNees 
I H H Wallace & Nurick LLC 

/nfe^'^iHrf, J 

Q<MA V ^ ' ' 

21 East State Street • Columbus, OH 43215-4228 
Tel: 614.469.8000-Fax: 614.469.4653 

Gretchen J. Hummel 
(614) 719-2841-Direct Dial 
ahummel@mwngnh.com 

August 18, 2010 

Renee J. Jenkins 
Secretary, Docketing Division 
Public Utilities Commission of Ohio 
180 East Broad Street 
Columbus, OH 43215 

RE: Case Nos. 07-1080-GA-AIR and 10-595-GA-RDR 

T3 

O 
O 25 .fn 

a t 

Dear Secretary Jenkins: 

The Stipulation and Recommendation filed in the above cases yesterday 
contains an inadvertent en-or. Attached hereto is a corrected Stipulation and 
Recommendation for the Commission's consideration In these cases. 

Thank you for your kind attention to this matter. 

Very truly yours, 

Attorney for Vectren Energy Delivery of 
Ohio, Inc. 

Attachment 
GJH:dsr 

www.mwn.com 
HARRISBURG, P A • LANCASTER, PA • STATE COUEGE, PA • HAZLFTON, PA • CJOLUMBUS, OH • WASHINGTON, DC 
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CORRECTED VERSION 

BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter ofthe Application of ) 
Vectren Energy Delivery of Ohio, ) 
Inc. for Authority to Amend its ) Case No. 07-1080-GA-AIR 
Filed Tariffs to Increase the Rates ) 
and Charges for Gas Service and ) 
Related Matters. ) 

In the Matter of the Application of ) 
Vectren Energy Delivery of Ohio, Inc. ) Case No. 10-595-GA-RDR 
for Authority to Adjust its Distribution ) 
Replacement Rider Rate. ) 

STIPULATION AND RECOMMENDATION 

August 18, 2010 

{C317D5:2 } 



BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter ofthe Application of 
Vectren Energy Delivery of Ohio, 
Inc. for Authority to Amend its 
Filed Tariffs to Increase the Rates 
and Charges for Gas Service and 
Related Matters. 

) 

Case No. 07-1080-GA-AIR 

In the Matter ofthe Application of 
Vectren Energy Delivery of Ohio, Inc. 
for Authority to Adjust its Distribution 
Replacement Rider Rate. 

Case No. 10-595-GA-RDR 

STIPULATION AND RECOMMENDATION 

These cases are before the Commission upon the Application ("DRR 

Application") filed by Vectren Energy Delivery of Ohio, Inc. ("VEDO" or 

"Company") on April 30, 2010, in accordance with the Commission's January 7, 

2009, Opinion and Order in Case No. 07-1080-GA-AIR, approving and adopting 

a Stipulation and Recommendation ("Rate Case Stipulation") filed on September 

8, 2008. Therein, VEDO was authorized to recover certain, identified costs 

through a Distribution Replacement Rider ("DRR"). Consistent with the 

Commission's Opinion and Order approving and adopting the Rate Case 

Stipulation, VEDO filed its DRR Application in Case No. 07-1080-GA-AIR (and 

Case No. 10-595-GA-RDR) on April 30, 2010, to establish the DRR rate to be 

effective on September 1, 2010, for the subsequent twelve (12) month period. 

{031705:2 } 



Comments addressing the DRR Application were filed by Staff and the Office of 

the Ohio Consumers' Counsel ("OCC") on July 30, 2010. 

Rule 4901-1-30, Ohio Administrative Code, provides that any two or more 

parties to a proceeding before the Commission may enter into a written 

stipulation for the purpose of resolving issues presented in such proceeding. The 

purpose of this document is to set forth the agreement of the signatory parties 

("Parties") below and to recommend that the Commission approve and adopt this 

Stipulation and Recommendation ("DRR Stipulation") resolving the issues raised 

in the recommendations contained in the comments of Staff and OCC in this 

proceeding. The terms of this DRR Stipulation are consistent with the Staffs 

recommendations and are supported by the information contained within the 

schedules and documents filed as a part of VEDO's DRR Application. The 

Parties agree that this DRR Stipulation is supported by adequate data and 

information; represents a just and reasonable resolution of the issues which are 

proposed to be resolved by the terms of this DRR Stipulation; violates no 

regulatory principle; and is the product of serious bargaining among 

knowledgeable and capable parties in a cooperative process undertaken by the 

Parties to settle such contested issues. While this DRR Stipulation is not binding 

on the Commission, it is entitled to careful consideration by the Commission 

where, as is the case here, it is sponsored by a range of interests, including the 

Commission Staff.̂  

^ Rule 4901-1-10(c), Ohio Administrative Code, provides that Commission Staff is a party for the 
purpose of entering into this Stipulation. 

(031705:2 } 



The purpose of this DRR Stipulation is to set forth the understanding of 

VEDO, the Staff, and OCC to resolve the issues raised in the recommendations 

contained in the comments of the Staff and OCC in these proceedings as set 

forth below: 

1. VEDO agrees to work with Staff prior to filing its next DRR 

application in order to include more detailed schedules as described in Staffs 

Comments. 

2- VEDO agrees to make the following changes which result in 

adjustments to the DRR revenue requirement and revised DRR rates as shown 

on the attached DRR Stipulation Exhibit 1: 

a. VEDO agrees to reclassify $746,228 associated with meter 

move-out costs from Federal Energy Regulatory 

Commission Unifomr System of Accounts ("FERC USOA") 

Account No. 380 to Account No. 382 as recommended by 

Staff. 

b. VEDO agrees to exclude from the DRR revenue requirement 

$39,832 related to city permits issued prior to 2009, but 

billed during 2009.^ 

3. The tariff sheet attached as DRR Stipulation Exhibit 2 contains 

rates which accurately reflect the DRR revenue requirement revisions described 

^ This revision was raised by Staff with VEDO after Staffs Comments were filed. 

{031705:2} 



in Paragraph 2 above and shown on DRR Stipulation Exhibit 1. The Parties 

recommend and request that the Commission issue an order adopting this DRR 

Stipulation and explicitly approving the tariff sheet in DRR Stipulation Exhibit 2 on 

an expedited basis. 

4. The Parties agree that the DRR Application, the pre-filed testimony 

of all witnesses, and the Comments filed by the Staff and OCC should be 

admitted into evidence on the condition that the Commission approves this DRR 

Stipulation. The Parties waive cross-examination of witnesses. 

5. Except for enforcement purposes, neither this DRR Stipulation nor 

the information and data contained herein or attached hereto shall be cited as a 

precedent in any future proceeding. More specifically, no specific element or 

item contained in or supporting this DRR Stipulation shall be construed or applied 

to attribute the results set forth in this DRR Stipulation as the results that any 

Party might support or seek but for this DRR Stipulation in these proceedings or 

in any other proceeding. This DRR Stipulation contains a combination of 

outcomes that reflects an overall compromise involving a balance of competing 

positions, and it does not necessarily reflect the position that one or more of the 

Parties would have taken for purposes of resolving contested issues through 

litigation. The Parties believe that this DRR Stipulation, taken as a whole, 

represents a reasonable compromise of varying interests. This DRR Stipulation 

is expressly conditioned upon adoption in its entirety by the Commission without 

material modification by the Commission. Should the Commission reject or 

materially modify ail or any part of this DRR Stipulation, the Parties shall have the 

{031705:2} 



right, within thirty (30) days of the issuance of the Commission's order, to file an 

application for rehearing. The Parties agree they will not oppose or argue 

against any other Party's application for rehearing that seeks to uphold the 

original, unmodified DRR Stipulation. Upon the Commission's issuance of an 

entry on rehearing that does not adopt the DRR Stipulation in its entirety without 

material modification, any Party may terminate and withdraw from the DRR 

Stipulation by filing a notice with the Commission within thirty (30) days of the 

Commission's entry on rehearing. Prior to any Party seeking rehearing or 

terminating and withdrawing from this DRR Stipulation pursuant to this provision, 

the Parties agree to convene immediately to work in good faith to achieve an 

outcome that substantially satisfies the intent of this DRR Stipulation or proposes 

a reasonable alternative thereto to be submitted to the Commission for its 

consideration. Upon notice of termination or withdrawal by any Party, pursuant 

to the above provisions, the DRR Stipulation shall immediately become null and 

void. In such event, these proceedings shall go forward at the procedural point 

at which this DRR Stipulation was filed, and the Parties will be afforded the 

opportunity to present evidence through witnesses, to cross-examine all 

remaining witnesses, to present rebuttal testimony, and to brief all issues which 

shall be decided based upon the record and briefs as if this DRR Stipulation had 

never been executed. This DRR Stipulation is submitted for purposes of these 

cases only, and may not be relied upon or used in any other proceeding except 

as necessary to enforce the terms and conditions of this DRR Stipulation. The 

Signatory Parties agree with and commit to support the reasonableness of this 

{031705:2} 



DRR Stipulation before the Commission and in any appeal from the 

Commission's adoption or enforcement of this DRR Stipulation. 

WHEREFORE, the undersigned respectfully request that the Commission 

issue its Opinion and Order approving and adopting this DRR Stipulation in 

accordance with the terms set forth above. 

.th Executed this 18'" day of August 2010. 

Vectren Energy Delivery of Ohio, Inc. 

The Staff of the Public Utilities 
Commissio/i of Ohio 

The Office of the Ohio Consumers' 
Counsel 

By: 

{031705:2} 



DRR STIPULATION EXHIBIT 1 
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VECTREN ENERGY DELIVERY OF OHIO. INC. 

DISTRrBUTION REPLACEMENT RIDER 

SUMMARY OF DRR REVENUE REQUIREMENT 

Exhibit No. JMB-S7 
Page 1 of 1 

Line 

1 

2 

3 

Description Amount Reference 

Mains Revenue Requirement 

Service Lines Revenue Requirenrient 

Annual DRR Revenue Requirement 

$ 651.463 

2.135.278 

2,786,741 

Exhibit No. JMB-S2. Line 24 

Exhibit No. JMB-S8. Une 3S 

Line 1 -*- Line 2 



Exhib i t No. JMB-SB 

P a g o l D f l 

V E C T R E N E N E R G Y D E L I V E R Y O F O H I O , INC. 

D ISTRIBUTION R E P L A C E M E N T R I D E R 

A N N U A L R E V E N U E R E Q U I R E M E N T - S E R V I C E U N E S 

Line Description 

10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 

21 

22 

23 

24 
25 

26 

27 

23 

29 

30 

31 

32 

33 

A m o u i t Reference 

Return on Investment : 

Plant In-Servtce at December 3 1 . 2009 

Additions - Services Refrfacements (Bare Steel/Cast Iron) 
Additions - Meter Instaflation (Bare Sted/Cast Iron) 
Additions - Services Replacements (Service Line RespondbiBty) 
Additions - Natural Gas Risers 
Original Cost - Retired Services 
Or i ^na l Cost - Retired Meter Installation 

Total Plant In-Service 

Less: Accumulated Depredation at December 3 1 . 2009 
Depreciation Expense - Services 
Depreciation Expense - Meter Installatiwi 
Depredation Expense - Natural Gas Risers 
Cost of Removal - Services 
Or i^na l Cost - Retired Services 
Original Cost - Retired Meter Installation 

Total Accumdated Depredation 

Post In-Service Canving Costs (PISCC) 

Net Deferred Tax Balance - PISCC 

Deferred Taxes on Depredation 

Net Rate Base 

Pre-Tax Rate of Retum 

Annual ized Return on Rate Base -Service Lines 

Operat ions a n d Waintcnance Expenses 
Annualized Property Tax Expense 

Annualized Depredation Expense - Services 

Annualized Depredation Ejqsense - Meter Installation 

Annualized PISCC Amcfffcation Expense 

Incremental O&M - Service Line Respcmsifaiiity 

Annualized Maintenance Adjustment 

Totel Incrementa l Operat ing Expenses - Service Lines 

Var iance '** 

Tota l Revenue Requirement - Service L ines 

$ 

$ 

5 

$ 

S 

£ 

S 

$ 

3,441.777 
7 4 6 ^ a 

1.001,250 

5,451.132 

(21,552) 

(2.808) 
10.615.472 

(74.998) 
(3.593) 

(89.975) 
319.526 

21.552 

2,808 
175,320 

57,709 

(20.198) 

{1.894,019) 

8,934,284 

(6) 

S u m o f l i f i e s 3 - 8 

Line7 

UrwB 
Sum of Lines 11 -16 

0) 

l ^ e 18x35% 

Exhibit No. JM&^«b. Une 22 

Sum of Urws 7 and 17-20 

11.67% Case No. 07-1080-GA-AIR 

1,042,831 Line 21 * Une 22 

227,811 

519,270 

13.530 

1.012 

71.725 

26,581 

859^29 

232,718 

Exhibit No. JMB-Saa, Line 22 

(Une1+Unes5-7)x5JZe%*" 

(Une < +Line B) 1(1.82%"* 

Line 18/57 years f^ 

(2) 

(5) 

Sum of Uhes 25-30 

Exhibit No. JMfr4. Line 5 

2.135.278 Line 23 + Une 31 -•- Une 32 

(To Exhibit No. JMB-S7 and ExhibH No. SEA-S4. Page 1 of 5) 

(1) FERC Account 680 (Line 25) and FERC Account 682 (Line 26) dEpredatton rates approvKl in Case No. CW-0571-GA-AIR. 
(2) Support provided by VEDO Witness James Frands. ExHiMt No . JMF-5. 

(3) PISCC is accrued at an annual rate of 7.02% from the in service data until inve^ments are ref leded in the DRR rate. 
(4) Variance represents the initial DRR charge assodated with deferred natural gas riser investigation 

and replacement exfwnses. 
(5) Support provided by VEDO Witness James Frands, E i^ fc i t No. JMF-4. Service Leaks and Meter 

Mainterrance Expense. 2009 expense less Baselirte expense aBritHJtable to Bare Steet/Cast Iron. 

(6) Support provided by VEDO \Wtness James Frands. Exhibft No. JMF-S7. 
(7) FERC Account 680 Average Senrice Life approved in Case No. D4-0571-GA-AJR. 

file:///Wtness


VECTREN ENERGY DELIVERY OF OHIO. INC. 

DISTRIBUTION REPLACEMENT RIDER 

ANNUAUZED PROPERTY TAX EXPENSE - SERVICE LINES 

ExhibttNo. JMB-SSa 
Page 1 of 1 

Line 

1 
2 
3 
4 
5 
6 
7 

22 

DescripSm Amour* Reference 

Service and Meter Installation Replac^rrtienls - Book Value 
% Good 
Tax Value 
x25%. 
Taxable Value / Assessment 
VEDO Average 2010 Property Tax Rate 
Annual Property Tax Expense - Service Une Replacements 

Services and Meter Installation Reljred - Book Value 
%Good 
Tax Value 
X 25% 
Taxable Value /Assesanwrt 
VEDO Average 2010 Property Tax Rale 
Annual Property Tax Reduction ~ Service Line Retirements 

Risers Replacements - Book Value 
%Good 
Tax Value 
x25% 
Taxable Value / Assessment 
VEDO Average 2010 Property Tax Rate 
Annual Property Tax Expense - Natmal Gas Risers 

Annualized Property Tax Exprense-Service Lines 

s 

$ 

= 

= 

=^ 

5.188.700 
98,3% 

5,100,492 
25,0% 

1,275,123 
8.72% 

111.191 

(24.360) 
36.7% 
18,940) 
25.0% 
(2i235) 
8.72% 
(1951 

5,451,132 
98.3% 

5.368,463 
25.0% 

1,339,616 
8.72% 

116.815 

227,811 

Exhibit No. JM8-S3, Lines 3 -5 

Line1xLine2 

[Jne3xUne4 

line 5 X Line 6 

ExhiW No. JMB-S3. Lines 7-B 

Line Bx Line 9 

tine 10 X Line 11 

Une12xLine13 

ExhibH No. JlriB-S3. Une 6 

UnelSxLinelS 

Line 17x Une IS 

Une 19 X Line 20 

Line 7+Line 14+Une 21 

(To Exhibit No. JN^-SS, Une 25) 



Exhibit No. JMB-S&b 
P a g e l o f l 

V E C T R E N ENERGY D E U V E R Y O F O H I O . »MC. 

DISTRIBUTION R E P L A C E M E K T RIDER 

DEFERRED TAXES O N U B E R A L I 2 E D DEPRECIAT ION - SERVICE U N E S 

Lir>e DescripBon 

Plant In Service at December 31.2009: 
Service Additions - Bare Steet/Cast Iron Replaraments 
Meter InstaUation Additions - Bare Stee^Cast Iron Replacement 
Service Additions - Service Une Ownership 
Additions o f Natural Gas Risers 

Totel Plant In Ser\Hce 

Book lo Tax Basis Adjustment - Capilarized Intere^ 
Book to Tax Basis Adjustment - Bonus PepredaBon 

TotsI Income Tax MACRS Depredation Base 

Tax Depreciat ion: 
M A C R S ' 1 5 Year 
MACRS - 20 Year 
Bonus Depredation 

Tot^l Tax Depredalion 

Book DeorecJation: 

Services 
Meter InSlallation 
NaturalGas Risers 

Total Book Depredation 

Tax Depredation in Excess of Book Depredalion 

Federal Deferred Taxes st 35% 

Deferred Tax Balance at Decembtn- 3 1 , 2009 - Service Lines 

Anwunt 

3.441,222 
746.228 

1.001,250 
5,451.132 

10,639.832 

(2,287) 
(5.318,773) 
5,318,772 

247;Z83 
13.992 

5,318.773 
5.58tf,048 

74,098 
3.593 

89.975 
168,566 

(5,411,482) 

35% 

(1,894,019) 

Reference 

Exhibit No. JMB-S3. Une 3 
Exhibil No. JMB-S3, Une 4 
Exhibit No. JMB-53, Une 5 
Exhibit No. JMB-S3. Une 6 

(L ine6+L ine7)*50% 
Sum Lines 6-3 

(Une 2+Line 4-HJne 5+Line 7 ) ' 50% 
Une 3 - 50% • 3.73% 

Line 9 
U n e l l + Line 12 +Line 13 

Exhibit No. JMB-S3. Line 11 
ExNbit No. JMB-S3. Line 12 
ExWbitNo. JMB-S3.L ine l3 

Sum of Lines 16-16 

Une 19 - Line 14 

5% 

Line 2 0 - L i n e 21 

(To Exhibit No. JMB-S«, Line 2D) 
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Exhibit No. SEA-S4 
Page 1 of 5 

VECTREN ENERGY DEUVERY OF OHIO 

DISTRIBUTiON REPLACEMENT RIDER 

DERIVATION OF CHARGES 

me 

1 

2 
3 
4 

5 

6 

7 

8 

Rate 
Schedule 

310/311/315 

320/321/325 
Group 1 

Group 2 & 3 

341 

345 

360 

Total (a) 

(AJ 
Main$ 

Allocated DRR 
Revenue 

Reauiiement (b) 

$400,516 

$152,374 

$3D 

$40,001 

$SB,542 

$651,463 

(BJ 
Service Lines 

ASocstedDRR 
Revenue 

RequBwnentfb) 

S1.81S.913 

$302,789 

$48 

$9,377 

W.1S1 

$2,135,278 

(C> 

Total DRR 
Revenue 

Requirerrwnt 
(A)+{B) 

$2,219,429 

$455,163 
$123,756 
$331,408 

$78 

$49,378 

$62,693 

$2,786,741 

(e> 
(e) 

(D> 

Customer 

PPWn fc) 

287.775 

16.114 

2 

(E) 

Proposed DRR 
per Customer 

Per Month 
(C)/(Dyi2 

$0.84 

$0.64 

$3.24 

(F) 

Annual 
Volumes (d) 

74,512.297 

41.357,001 

53.763.331 

(G) 

Rroposcd 
Df^RoerCcf 

$0.00445 

$0.00119 

$0.00117 

(a) Revenue requirement from Exhfcrl Na JMB-S7 
(b) Reflects revenue requ i rem^ multiplied by allocafion fadofs found on Exhkiit No. SEA-S4, Page 2 
(c) Average customer count for CY 2009 
(d> 2010 Budget Vrfumes 
(e) From Exhibit Ho. SEArS4. Page 3 

DRR Revenues 
320 
325 

group 1 
$87,452 
$36,303 

group 2 & 3 
$231,985 
$99,422 

INPUTS - Updated 04-28-2010 
Rate Schedule 

310 
315 

320 G l Non fed 
320 G2 Non fed 
320 G3 Non fed 
325 G l Non fed 
325 G2 Non fed 
325 G3 Non fed 

33D-Non fed 
345 
341 
360 

Customer Count 
201,785 
85.990 
11.387 
4.24D 
1,5S4 
4.727 
1.877 
852 
16 
231 
2 
54 

INPUTS - Updated M-27-2010 1 
Months 

Jan 
Feb 
Mar 
Apr 
May 
Jun 
Jul 

• Aug 
Sep 
Oct 
Nov 
Dec 

Volume Alocation 
S.95% 
S,40% 
9.03% 
8.02% 
7.68% 
7.60% 
7.46% 
7.44% 
7.44% 
7.94% 
8.61% 
9.52% 

INPUTS 
Rsfe Schedule 

310 
315 
320 
325 
330 
WP 
345 
341 
36 D 

2010 Budget 
Volumes 
151.056,534 
69,024,229 
66,941,782 
28,589,335 
2,450,083 
4,647.909 
3B.119.439 
20,974 
49.902.901 

http://S1.81S.913


VECTREN ENERGY DEUVERY OF OHIO 

DISTRIBUTION REPLACEMENT RIDER 

RATE SCHEDULE ALLOCATION FACTORS 

Exhibit No. SEA-S4 
Page 2 of 5 

1 

2 

3 

4 

5 

6 

Rate 
Schedule 

310/311/315 

320/321/325 

341 

345 

360 

DescriDtion 

Residential DSS/SCO/Transportation 

General Service DSS/SCO/Transportation 

Dual Fuel 

Large General Transportation 

Large Volume Transportation 

Total 

Mains 
Allocation 
Factors,fa). 

{%) 

61.480% 

23.390% 

0.005% 

6.140% 

8.986% 

1Q0.QPQ% 

Service Line 
Allocation 
Fap^orsfl?) 

(%) 

85.184% 

14.180% 

0.002% 

0.439% 

0.194% 

1W.P0Q% 

(a) Mains Allocation Factor as presented in Case No. 07-1DeO-GA-AIR 
(b) Service Lines Allocation Factor as presented in Case No. 07-1080-GA-AIR 



Exhibit No. SEA~S4 
Page 3 of 5 

VECTREN ENERGY DELIVERY OF OHIO 

DISTRIBUTION REPLACEMENT RIDER 
ALLOCATION OF REVENUE REQUIREMENT - RATES 320, 321 AND 325 

Line Description 

1 Proposed DRR - Rate 310/311/315 

2 Proposed DRR - Rate 320/321/325 - Group 1 

3 Customer Count - Group 1 

4 Revenue Requirement - Group 1 (1) 

5 Revenue Requirement ~ Total 320/321/325 

6 Revenue Requirement- Group 2 ^ 3 (1) 

ArTKMjnt 

$0.64 Per Month 

$0.64 Per Month 

16,114 

$123,756 

$455,163 

$331,408 

Source 

Exhibit No. SEA-S4. Page 1 

Line (1} 

Exhibit No. SEA-S4, Page 1 

Une [23 X Line [3] X12 

Exhibil No. SEArS4. Page 1 

Line [5] - Une [4] 

Notes: 
(1) to Exhibit No. SEA-S4. Page 1 



VECTTIQ* EHERGY DEUVERY DF OHIO 
DiSTRIBimON REPLACEMENT RIDER 

RATE SCHEDULE BILL IMPACTS 

Exhibit No. SEA-&4 
Page 4 of 5 

(A) (B) (C) (DJ <E) 

ine 

1 

2 

3 

4 

5 

6 

7 

8 

Rale 
Schedule 

310/311 

315 

320/321 

325 

341 

345 

350 

Total 

Present Revenue f a l 

$173,803,267 

524,340,895 

$63,209,467 

$7,096,433 

$20,339 

$7,684,911 

$6,593,932 

5282,749,244 

Previous DRR 
Revenue Remiirem^it 

SO 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Cunent DRR 
Rewcmje Requirement fc) 

11.556.2-42 

$663,187 

$319,437 

$135,726 

$78 

$49.37B 

$62,693 

$2,786,741 

Incremental DRR 
Revenue Reouirement 

(CHB) 

$1,556,242 

$663,187 

5319,437 

$135,726 

$7B 

$49,378 

$62,693 

$2,786,741 

%lnaipase 

{D) /W 

0.90% 

Z72% 

0.51% 

1.91% 

0.38% 

0.64% 

o.yb% 

0.99% 

(d) 

(bXd) 

W 

(b)(d) 

(b}{el 

fb)(e| 

(a) Twelve months ending December 31, 2009 
(b) Does r>Dt indude gas costs 
(c) From Exhft»t No. SEA-S4, Page 2 
(d) Cuirent revenues caioiialed as unit rate times Number tiS custoniers 
(e) Present revenues include allocation of lormH' Rate 330 revenue 



VECTREN ENERGY DELIVERY OF OHIO 
DISTRIBUTION REPLACEMENT RIDER 

DETERMINATION OF APPROVED RECOVERIES 
BY CALENDAR MONTH 

Exhibit No. SEA-S4 
Page 5 of 5 

(A) (B) (C) 

Line 

1 

2 

3 

4. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Month 

September-10 

October-10 

November-10 

December-10 

Subtotal (To Second Annual DRR Filing) 

January-11 

February-11 

March-11 

April-11 

May-11 

June-11 

July-11 

August-11 

Subtotal (To Third Annual DRR Filing) 

Allocation 
Factor (1) 

7.44% 

7.94% 

8.61% 

9.52% 

9.95% 

9-40% 

9.03% 

8.02% 

7.68% 

7.50% 

7.46% -

7.44% 

Approved' 
Recoveries (2) 

$207,264 

$221,217 

$239,936 

$265,334 

$933,752 

$277,418 

$262,055 

$251,720 

$223,618 

$213,932 

$208,883 

$207,909 

$207,455 

$1,652,989 

(1) Based on monthty volumes / customer count (as applicable) as a percentage of annual, in 2010 Budget 
(2) Allocation Factor in Column B times total revenue requirement 



Exhibit No. SEA-S5 
Page 1 of 1 

VECTREN ENERGY DELIVERY OF OHIO, INC. 
Tariff for Gas Service 
P.U.C.O. No. 3 

Sheet No. 45 
Fourth Revised Page 2 of 2 
Cancels Third Revised Page 2 of 2 

DISTRIBUTION REPLACEMENT RIDER 

DISTRIBUTION REPLACEMENT RIDER CHARGE 
The charges for the respective Rale Schedules are: 

Rate Schedule 
310. 311 and 315 
320,321 and 325 (Group 1} 
320, 321 and 325 (Group 2 and 3) 
341 
345 
360 

$ Per Month 
$0.64 
$0.64 

$3.24 

$ Per Ccf 

$0.00445 

$0.00119 
$0.00117 

Filed pursuant to the Finding and Order dated 
Utilities Commission of Ohio. 

in Case No. of the Public 

Issued: Issued by: Jerroid L. Ulrey, Vice President Effective: 



Exhibit No. SEA-^ 
Page 1 of 1 

VECTREN ENERGY DELIVERY OF OHIO 
DISTRIBUTION REPLACEMENT RIDER 

ANNUAL RESIDENTIAL CUSTOMER BILL IMPACT 

Line 

1 Proposed Residential DRR Per Customer Per Month $0.64 

2 Months 12 

3 Annual Bill Impact $7.68 



DRR STIPULATION EXHIBIT 2 
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VECTREN ENERGY DEUVERY OF OHIO, INC. Sheet No. 45 
Tariff for Gas Service Fourth Revised Page 2 of 2 
P.U.C.O. No. 3 Cancels Third Revised Page 2 of 2 

DISTRIBUTION REPLACEMENT RIDER 

DISTRIBUTION REPLACEMENT RIDER CHARGE 
Ttie charges for the respective Rate Schedules are: 

$Per 
Rate Schedule Month $ Per Ccf 
310,311 and 315 $0.64 
320, 321 and 325 (Group 1) $0.64 
320. 321 and 325 (Group 2 and 3) $0.00445 
341 $3.24 
345 $0.00119 
360 $0.00117 

Filed pursuant to the Finding and Order dated in Case No. of The Public Utilities 
Commission of Ohio. 

Issued Issued by Jeirold L. Ulrey. Vice-President Effective 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Stipulation and 

Recommendation was served upon the following parties of record this 18^ day of 

August 2010, via electronic transmission, hand-delivery, or ordinary U.S. mail, 

postage prepaid. 

David Rinebolt 
Colleen Mooney 
Ohio Partners for Affordable Energy 
337 S. Main St., 4*̂  Floor. Suite 5 
PO Box 1793 
Findlay, OH 45839-1793 

Maureen Grady 
Joseph Serio 
Michael Idzkowski 
Office of the Ohio Consumers' 
Counsel 
10 West Broad Street, 18^^ Floor 
Columbus, OH 43215-3485 

John Bentine 
Mark Yurick 
Chester, Willcox & Saxbe, LLP 
65 East State Street. Suite 1000 
Columbus, OH 43215-4213 

John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite 110 
Cincinnati, OH 45202-1629 

Vern Margard 
Stephen Reilly 
Assistant Attorneys General 
Public Utilities Commission of Ohio 
180 East Broad Street, 9*̂  Floor 
Columbus, OH 43215 

Trent Dougherty, Attomey 
Ohio Environmental Council 
1207 Grandview Ave. 
Columbus, OH 43212-3449 

W. Jonathan Airey 
Gregory D. Russell 
Vorys, Sater, Seymour and Pease 
LLP 
52 E. Gay Street, PO Box 1008 
Columbus, OH 43216-1008 

{C31705:2} 
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THE PUBLIC UTILITIES COMMISSION OF OIW*'*'^^'^ * * * " ' 29 

In the Matter of the Application of ) P U C O 
Vectren Energy Delivery of Ohio, Inc. ) 
for Authority to Amend its Filed Tariffe ) Case No. 07-1d80-GA-AIR 
to Increase the Rates and Charges ) 
for Gas Service and Related Matlers. ) 

In the Matter ofthe Application of ) ^ ^ 
Vectren Energy Delivery of Ohio, Inc. ) Case No. IOOAJ-GA-RDR 
for Authority to Adjust its Distribution } 
Replacement Rider Charges. ) 

APPLICATION 

Gretchen J. Hummel (Trial Attomey) 
McNees Wallace & Nurick LLC 
FMIh Third Center 
21 East State Street, 17** Floor 
Columbus, OH 43215 
Telephone: 614-469-8000 
Telecopier 614-469-4653 
qhummel@mwncmh.com 

April 30,2010 Attorney for Vectren Energy Delivery 
of Ohio, Inc. 

T&ia ! • t o c o r t i f y t h a t t h e ia^gM appeariag ara «D 
accura te and coap le te cepro<lttctl6xi o£ a caae f i l e 
doGunieat deXi-wred In t b e regu la r course of baalnea* 
Technician /^ 
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BEFORE 
THE PUBLIC UTIUTIES COMMISSION OF OHIO 

In the Matter of the Application of ) 
Vectren Energy Delivery of Ohio, Inc. ) 
for Authority to Amend its Filed Tarife ) Case No. 07-1080-GA-AIR 
to Increase the Rates and Charges ) 
for Gas Service and Related Matters. ) 

In the Matter of the Application of ) 
Vectren Energy Delivery of Ohio, Inc. ) Case No. 10- -GA-RDR 
for Authority to Adjust its Distribution ) 
Replacement Rider Charges. ) 

APPLICATION 

Vectren Energy Delivery of Ohio, Inc. ("VEDO" or "Company") respectfully 

requests that the Commission approve an adjustment to its Distribution 

Replacement Rider ^DRR") charges as described and supported herein. In 

support of this Application^ VEDO states: 

1. VEDO is an Ohio corporation engaged in the business of pro\ridirQ 

natural gas distribution service to approximately 315.000 customers in west 

central Ohio and is a public utility as defined by Section 4905.02 and 4905.03, 

Revised Code. 

2. On January 7, 2009, in Case No. 07-1080-GA-AtR, the 

Commission approved, inter alia, a Stipulation and Recommendiation 

("Stipulation'^ filed on September 8. 2008 which authorized VEDO to establish a 



DRR for the recovery of: (1) the retum on and of plant investment, including 

capitalized interest, or post-in-service carrying cost charges ("PISCC"), iaiong 

with incremental costs incun^ed under a multi-year program for the accelerated 

replacement and retirement of cast iron mains and bare steel mains and service 

lines, (2) deferred expenses incun^d during Company's investigation of the 

installation, use, and perfomiance of natural gas sendee risers, (3) all costs of 

replacement of prone-to-fail risers, (4) the incremental costs attributable to 

assuming ownership of service liries installed or replaced by Company, and (5) 

the incremental cost of assuming maintenance responsibility for all service lines, 

less the actual annual savings of certain Operations and Maintenance (*0&M") 

expenses from the baseline O&M of $1,192,953. Stipulation at 9-10. 

3. Pursuant to the Stipulation, tlie initial DRR was set at a level 

designed to recover the actual defenred costs, as of July 2008, of the 

Commission-ordered riser investigation conducted in Case No. 05-463-GA-COI 

over a twelve-month period, the over- or under-recovery of which Is to be 

included in the calculation for the rate applied for In this Application. Stipulation 

at 11 The initial DRR charges became eflective on March 1, 2009 and were 

reset to zero effective March 1,2010. 

4. The Stipulation requires that by May 1 of each year for which the 

DRR is approved commencing with 2010, VEDO "shall malce an applk^on in 

this docket...to establish the DRR to be effective on the following September 1 

for the subsequent twelve (12) month period." Stipulation at 11. The Stipulation 



provides that this Application, which is to be served on the parties electronically, 

shall not be considered to be an application to increase rates and charges. Id. 

5. As a part of the required May 1 application, VEDO is required to 

provide the following: 

a. The retum of and on the plant investment, incli^ive of 
capitalized interest or post-in-sen/ice canying costs charges 
("PISCC"). PISCC shall be accnjed and recovered at the 
rate of 7.02% for the accumulated infrastructure Investment 
amounts in the DRR from the date that the applicable assete 
are placed in service until the effective date of the next 
subsequent DRR; 

b. The incremental ĉ >st$ of the Program (as described in JMF 
Exhibit 6); 

c. The actual deferred costs resulting from compliance vrith the 
PUCO riser investigation (Case No. 05-463-GA-COI); 

d. The incremental costs of assuming ownership and repair of 
customer service lines as described in the rate case 
application; 

e. The costs associated with the replacement of prone-to-fail 
risers over a five year period; 

f. The incremental revenue requirement for the year and for 
each component of the DRR; 

g. A summary of its constmction plans for the next year, 
including expected investment, expected location of the 
infrastructure replacement work, and the expected miles to 
be replaced; and 

h. The actual annual savings of O&M expenses. 

Stipulation at 10 and 12. 

6. With respect to this Application, the Stipulation provides that VEDO 

"...shall bear the burden of proof of demonstrating the justness and 



reasonableness of the level of recovery proposed by the Company for the 

successor DRR charge; and, support the adjustnf>ent to the annual revenue 

requirement for increases or adjustments to the then existing DRR charge...." 

Stipulation at 12. 

7. In order to demonstrate the justness and reasonableness of the 

level of recovery proposed for the DRR charges proposed herein and to st4>port 

the proposed adjustment to the underi^ng annual revenue requirement, VEDO 

submits the following as attachments hereto: 

a. Attachment A: Direct Testimony of James M. Francis (and 
included Exhibits); 

b. Attachment B: Direct Testimony of Janice M. Banrett (and 
included Exhibits); and 

c. Attachment C: Direct Testimony of Scott E. Albertson (and 
included Exhibits). 

8. The Stipulation provides that "...[t]he monthly DRR charge in the 

first annual DRR application applicable to Residential and Group 1 General 

Service customers shall not exceed $1.00 per customer." Stipulation at 13. 

9. The data and infomnation contained in the Applicatbn attacNnents 

enumerated above support revised DRR charges as follovi^: 

Rate Schedule $ Per Month 5 Per Ccf 

310, 311 and 315 
320, 321 and 325 (Group 1) 
320, 321 and 325 (Group 2 and 3} 
341 
345 
360 

$0.66 
$0.66 

$3.33 
$0.00456 

! 345 $0.00120 
! 360 $0.00117 



10. A revised tariff Sheet No. 45, Fourth Revised Page 2 of 2, which 

reflects the DRR charges in No. 9 above is included in the Direct Testimony of 

Scott E. Albertson as Exhibit No. SEA-2. 

WHEREFORE, VEDO respectfully requests that the Commission approve 

the DRR charges shown on the proposed Sheet No. 45, Fourth Revised Page 2 

of 2, included in the Direct TestinrKMiy of Scott E. Albertson as Exhibit No, SEA-2. 

Respectfulty submitted. 

•retchen J/Wumnwl (Trial Attorney) 
McNees Wallace & Nurick LLC 
Fifth Third Center 
21 East State Street, 17* Floor 
Columbus. OH 43215 
Telephone: 614-469-8000 
Telecopier 614-469-4653 
ahummeldBmwncmh.com 

Attorney for Vectren Energy Delivery of 
Ohfo, Inc. 

http://ahummeldBmwncmh.com
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electronically, this 30th day of April, 2010 to the following parties of record. 

Maureen Grady 
Assistant Consumers' Counsel 
Office ofthe Ohio Consumers' Counsel 
10 West Broad Street, 18* Floor 
Columbus, OH 43215 
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Colleen Mooney 
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Stand Energy Corporatk)n 
1077 Celestial Street 
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52 E. Gay Street, PO Box 1008 
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BEFORE 

THE PUBUC UTILITIES COMMISSION OF OHIO 

DIRECT TESTIMONY 

OF 

JAMES M. FRANCIS 

DIRECTOR OF ENGINEERING AND ASSET MANAGEMENT 

ON BEHALF OF 

VECTREN ENERGY DELIVERY OF OHIO, INC. 

CASE NO. 07-1080-GA^IR 
CASE NO. 10- -GA-RDR 

I 

APRIL 30,2010 



DIRECT TESTIMONY OF JAMES M, FRANCIS 

INTRODUCTION 

1 Q. Piease state your name, business address and occupation. 

2 A. My name is James M. Francis. My address Is One Vectren Square, 

3 Evansville, Indiana, and I am Director of Engineering & Asset 

4 Management for Vectren Utility Holdings. Inc. ("VUHI"), the parent 

5 company of Vectren Energy Delivery of Ohio, Inc. ("VEDO" or "the 

6 Company"). 

7 Q. What are your duties in your present position? 

8 A. I have responsibility for engineering and technical support for VEDO utility 

9 operations. My specific responsibilities include System Design and 

10 Planning, Corrosion Control, Project Er^lneering, Compliance, Standards, 

11 Asset Managenf>ent, Pipeline Integrity Management, and Capital Planning 

12 and Management. Additionally, I am responsible for identifying and 

13 implementing many of VEDO's asset management programs, 

14 Q. Please describe your work experience^ 

15 A. 1 have been employed by VEDO since April 8, 2004 when 1 became the 

16 Director of Technical Services. My title has subsequently been changed 

17 to Director of Engineering & Asset Management. Prior to my current 

18 position, I have been employed with VEDO since the purchase of the gas 

19 assets of the Dayton Power & Light Company in 2000. Immediately prior 

20 to my cunent position, I v^s the Regional Manager of the Troy Operating 

Francis Direct Testimony 1 



1 Region with responsibility for flekl operations. I also held other posittons 

2 at VEDO including Planning Manager and Measurement Supervisor. Prior 

3 to my employment with Vectren, in 1991, I became an employee of 

4 Dayton Power & Light since 1991, sen/ing as a Project Engineer, System 

5 Planner and Measurement Supervisor. 

6 Q. What Is your educational background? 

7 A. I received a Bachelor of Science in mechanical engineering from the 

8 University of Dayton in 1993. I received a Masters in Business 

9 Administration from The Ohio State University in 2000. 

10 Q. Are you involved In any gas industry association activities? 

11 A, Yes, I am active in the American Gas Association's ("AGA") Operating 

12 Section. I am currently a member of the AGA's DistributicHi and 

13 Transmission Engineering Committee. 

14 Q. Have you previously testified before this Commission? 

15 A. Yes. I testified in VEDO's most recent general rate case, Case No, 07-

16 1080-GA-AIR ("Rate Case"), in support of the need for recovery of certain 

17 costs under the Distribution Replacement Rider ("DRR") proposed in that 

18 proceeding. 

19 Q. What is the purpose of your testimony in this proceeding? 

20 A. First, I will provide details on the progress of VEDO's accelerated bare 

21 steel and cast iron replacement program f Replacement Program"). I will 

22 discuss the status of pipe replacement, the costs incun^d and the benefits 

Francis Direct Testimony 2 



1 identified in 2009. I will address certain other issues, such as meter 

2 relocations and plastic pipe retirements, and how these are addressed 

3 within the Replacement Program. I will discuss the processes i^ed to 

4 assess and awanJ the construction work associated vi/ith the Replacement 

5 Program. I will provide the 2010 replacement plan and discuss why recent 

6 and projected investments under the Replacement Program are less than 

7 contemplated in the Rate Case. 

B The second portion of my testimony will discuss VEDO's riser replacement 

9 program ("Riser Program"). I will detail the status of replacements and 

10 costs associated with the Riser Program through December 31, 2009. I 

11 will also discuss how the Riser Program work was awarded in 2009 and 

12 the plan for the replacement of the Company's remaining prone*to-feil 

13 risers. 

14 The third portion of my testimony will discuss VEDO's experience with the 

15 change in service line ownership and responsibilities which took effect in 

16 2009. 

17 The final portion of my testimony will discuss klentified savings resulting 

18 from the Replacement Program as well as the addittonal costs incuned by 

19 VEDO due to the change in service line responsibility. 

20 Q. What Exhibits are you sponsoring in tliis proceeding? 

21 A. I am sponsoring the following exhibits: 

Francis Direct Testimony 3 



1 • Exhibit No. JMF-1- 2009 VEDO Bare Steel/Cast Iron f'BS/CI") 

2 Replacement Program Progress 

3 • Exhibit No. JMF-2- VEDO BS/CI 2010 Replacement Plan 

4 • Exhibit No. JMF-3- VEDO Riser Replacement Program 2009 Costs 

5 # Exhibit No. JMF-4-VEDO 2009 BS/CI Maintenance Expense 

6 • Exhibit No. JMF-5- VEDO Incremental Service Line Responsibility 

7 O&M Costs 

8 • Exhibit No. JMF-6- VEDO Incremental Sen/ice Line Responsibility 

9 Capital Costs 

10 Q. How is your testimony organized? 

11 A. My testimony is organized in four sections: 

12 I. Bare Steel and Cast Iron Replacement Program 

13 II. Riser Replacenrtent Program 

14 II I. Service Line Responsbility 

15 IV. Maintenance Savings & Incremental Costs 

16 I, Bare Steel and Cast Iron Replacement Program 

17 Q. Please provide a brief description of VEDO's Replacement Program. 

18 A. As of the end of 2008, VEDO had a total of 524 miies of bare steel and 

19 172 miles of cast iron main remaining in its system. In its Rate Case, 

20 VEDO proposed to replace its remaining bare steel and cast iron 

21 infrastructure over a twenty year period, or approximately 35 miles per 

22 year. The Replacement Program, as approved by the Commission in that 
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1 case, includes the replacement of botii mains and service lines. The 

2 existing bare steel and cast iron mains and service lines are being retired 

3 as part of the Replacement Program. 

How much infrastructure did VEDO replace in 2009 as part of the 

Replacement Program? 

In 2009. VEDO retired 18 miles of bare steel and 6.5 miles of cast iron 

mains under the Replacement Program. Additionally* VEDO replaced 

1722 bare steel service lines, retired 58 service lines and tied over an 

additional 74 service lines. 

How much did VEDO Invest In the Replacement Program tn 2009? 

As identified by VEDO witness Janice M. Barrett, VEDO's Replacement 

Program investment in 2009 was $11,250,423, Exhibit No. JMF-1 

provides a detailed list of the projects that comprised the 2009 

replacement plan, the costs of those projects as of December 31, 2009, 

and the amount of main footage and number of service lines replaced. 

For some projects placed in service in 2009, additional costs will be 

incumed In 2010 for certain trailing charges (such as restoration costs). 

These costs will be included in future DRR filings. 

19 Q. Did VEDO retire any plastic main as part of the Replacemsnt 

20 Program In 2009? 

21 A. Yes. VEDO retired 2,640 feet of plastic main within the projects 

22 completed in 2009. There were a number of reasons why plastic main 

Francis Direct Testimony 5 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Q. 

A. 

Q. 
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1 segments were retired, which were discussed in my testimony in the Rate 

2 Case. Some short segments of plastic main existed among the bare steel 

3 or cast iron infrastructure. It would have been more costly to try and 

4 salvage tiiat main rather than replace it. There existed sections of plastic 

5 main at the ends of some distribution systems being retired wherein those 

6 segments no longer served any customers; therefore, there was no 

7 reason to replace and continue to maintain those segments. Finally, fliere 

8 were sections of existing plastic main that required additional pressure 

9 testing in order for them to be operated at the higher maximum alk>wable 

10 operating pressure ("MAOP") applicable to tiie replaced distribution 

11 system - and where during the test the main failed to hold the required 

12 pressure. Replacement was a more cost effective option than attenuating 

13 to find and repair the deficiencies in tiie existing plastic main. 

14 Q. Did VEDO move any meters outside as part of the Replacement 

15 Program? 

16 A. Yes. VEDO moved 1.977 meters outsWe in 2009. Because tfie newrty 

17 installed mains operate at a higher pressure (requiring the installation of a 

18 service regulator), the cost associated with moving the meters outside was 

19 less than if the meter remained inside and the necessary regulation was 

20 installed outside. In addition to better utilization of VEDO's capital, moving 

21 the meters outside should improve operational efficiency associated witti 

22 future meter order work and eliminate the need for internal atmospheric 

23 corroston inspections. 
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1 Q. Does VEDO believe that the Replacement Program is achieving or 

2 will achieve the expected benefits? 

3 A. Yes. VEDO expects to experience improved service reliability and safety 

4 through the reduction of leakage and the replacement of the nrtains and 

5 service lines that contribute most to system leaks. Replacing this pipe, 

6 moving meters outside, and retiring the oMer assets will drive wori(force 

7 efficiencies. The Company was able, In 2009. to achieve improved capital 

8 utilization by replacing the existing main infifastructure witti fewer miles of 

9 new main. Customers and property owners should experience a reduction 

10 in the number and fifequency of disturbances and inconveniences (such as 

11 leak repair, service intemjptions, etc.) as the older sections of main are 

12 retired. The elimination of active leaks will result in a relatively lower level 

13 of lost and unaccounted for gas, aKhough it is impracticai to quantify a 

14 specific reduction. FinaHy, VEDO ex|}ec^ long term benefits in ternis of 

15 reduced impacts on the communities where public infrastructure 

16 improvements may occur after these projects were conq^leted. 

17 Q. What operational benefits did VEDO achieve as a result of ttie 

18 Replacement Program in 2009? 

19 A. There are a numt>er of operational benefits that VEDO has achieved as a 

20 result of the Replacement Program. The replacement of these assets has 

21 reduced the number of active leaks in VEDO's system, will reduce the 

22 occurrence of future leaks and leak repair wortc, and will reduce 

23 inten-uptbns, inconveniences and disturt^ances to customers. Specifically, 
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1 the replacement projects from 2009 have altewed VEDO to eliminate 79 

2 active leaks, of whrch 21 would have required a more immediate and less 

3 efficient repair. VEDO should be able to reduce a number of asset 

4 condition related meter orders (OutskJe Gas Leak, Gas Emergency, Water 

5 in Line, and No Gas orders). The Company has experienced an average 

8 of 113 meter orders of tiiese types on tiie assets that were replaced in 

7 2009. VEDO moved 1,977 inskle nrteters outside. This will eliminate the 

8 requirement for a separate atmospheric con^)sion check. Certain system 

9 components tiiat had been used to address issues associated with assets 

10 in poor condition have been eliminated, such as the 47 drips used to 

11 remove water from k>w pressure mains. Ultimately, these types of 

12 improvements provkle reliability and safety benefits to VEDO's customers 

13 or property owners that live in the vicinity ofthe replac^nent projects. 

14 Q. Did VEDO derhfe cost savings from the 2009 replacenrtent projects? 

15 A. Yes. VEDO has detailed tiie reduction of specific wori< items, assets and 

16 the estimated reduction of historically experienced wori< quantities, all of 

17 whk:h allowed VEDO to achieve maintenance cost savings attributable to 

18 the Replacement Program (and specific to the assets that were retired). 

19 Quantification of the savings achieved in 2009 compared to tiie baseline 

20 amount of $1,192,953 will be discussed later in my testimony. 

21 Q. Were tiie construction projects within the 2009 Replacement 

22 Program competitively bid? 
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1 A. Yes. VEDO competitively bid the consttuction woric associated with the 

2 2009 projects. 

3 Q. How were the bid packages organized, bid and awarded? 

4 A. Based on the geographical location of the projects, VEDO divided the 

5 planned 2009 projects into four bid packages. The bid packages 

6 contained both bare steel and cast iron replacement projects as well as 

7 riser replacement woric. A contractor could bid on any of the four 

8 packages but was not required to bid on all packages. The contractors 

9 were also able to bid on the projects included in the Replacement 

10 Program only, the Riser Program only, or both. Each bW package was 

11 independentiy evaluated. 

12 Six different construction contractors were invited to provide bids for tiie 

13 woric. Two of the contractors elected not to bkl due to resource 

14 constraints. Addittonal contractors expressed interest in the worî  eitiier 

15 during or after the bid process had begun. Due to the need for those 

16 contractors to satisfy operator qualification requirements and the innpact a 

17 delay would have on the completion of ttie 2009 projects, these 

IB contractors were not included in tiie bki process; however, tiiey were 

19 infomied tiiat they would be provided opportunities to bkl on wort< in 

20 subsequent years. 

21 A pre-bid meeting was heW with all of the contractors to provide dwecticHi 

22 and to answer questions with regard to the wcHi< to be performed and the 
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1 bids to be submitted. Each contractor was provided vrith copies of prints 

2 for all of the projects and given time to visit the project sKes prior to 

3 submitting bids. 

4 Bids were submitted based on unit pricing; that is. a fixed price for a given 

5 unit of wori( to be perfonned. VEDO used the unit prices and the 

6 estimated wort< units for each project to create cx)mparative cost 

7 estimates. These comparative estimates were then summarized for each 

8 bid package. Each package was evaluated based on overall cost. 

9 Additionally, VEDO evaluated each contractor qualitatively based on eitiier 

10 personal experience or through feedback on perfomiance from other 

11 utiiities to ensure that contractors awarded the wori( were able to meet our 

12 performance expectations and time requirements. 

13 Due to the variability in bid prices fbr tiie riser replacement woric, VEDO 

14 elected to award work under the Riser Program separately from the 

15 Replacement Program. Each bki package was evaluated Independently 

16 and awarded accordingly. 

17 Q. What is VEDO's replacement plan fbr 2010? 

18 A. VEDO's planned replacement projects for 2010 are identified in Exhibit 

19 No. JMF-2. VEDO plans to spend approximately $11,000,000 under the 

20 Replacement Program, replacing approximately 18 miles of bare steel and 

21 cast iron main along with the bare steel service lines sen/ed from tiiose 

22 mains. As was the case in 2009, VEDO reserves the right to modify the 
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1 plan as necessary to accommodate additk>nal or different, higher priority 

2 projects as ciroumstances may change throughout the year 

3 Q. In the Rate Case, VEDO Indicated an annual Repiacermnt Program 

4 Investment of $16,875,000. Why is the actual 2009, and planned 

5 2010, level of investment less than this amount? 

6 A. Based on the economic climate, in the near tenri VEDO has consb^ined 

7 its planned capital expenditures in an effort to reduoe krimediate capital 

8 needs and potential exposure to higher capital costs. This reduction in the 

9 number of capital projects completed in 2009 and planned for 2010 has 

10 occun-ed at each of VUHI's operating utilities. As a result, the investinent 

11 in the Replacement Program in 2009 and 2010 is less than the level 

12 estimated in the Rate Case. On-going assessment of the economic 

13 impact on tiie Company's capital spending levels will continue and may 

14 impact the annual level of InvestiiDent in the Replacement Program. 

15 Presented in the Rate Case as a 20 year program, changes in individual 

16 year expenditures can be accommodated. Moreover, program progress 

17 over time will impact the necessary level of investment in later years. 

18 VEDO remains committed to the Replacement Program, is making very 

19 good progress as evklenced by tiie 24.5 miles of pipe retired in 2009. and 

20 plans to continue to replace this okler infrastructure on an acceterated 

21 basis as compared to historicsil replacement rates. 

22 
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1 IL Riser Program 

2 Q. Please describe the Riser Program. 

3 A. As ondered by the PUCO, beginning in 2007 VEDO began conducting an 

4 inventory of customer owned service risers in its senrice territory. VEDO 

5 completed its inventory of risers in 2008. The cost for the riser inventory 

6 project was included in the initial DRR charge, per the Commission's order 

7 in the Rate Case. 

8 In the inventory project. VEDO klentified 77,890 field assembled or 

9 design-A type risers as "prone-te-failure" as defined by the PUCO. N^DO 

10 originally developed a program to replace its prone-to-fail risers over e five 

11 year period, beginning in 2009. Subsequentiy, VEDO detemiined that a 

12 riser type ttiat had not been identified as '̂prone-to-fail" had been included 

13 in the totel tergeted replacements. As a result of this reassessment, 

14 VEDO will replace a totel of 58,440 risers under the Rteer Program. 

15 Q. How many risers did VEDO replace in 2009? 

16 A. VEDO replaced 16,003 prone-to-fail risers in 2009, The cost to replace 

17 these risers was $5,451,132 or $341 per riser. Exhibit No. JMF-3 provides 

18 a breakdown of the coste incun^ed under the Riser Program. VEDO plans 

19 to replace the remaining 42.437 "prone-to-faH" risers by the end of 2012. 
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1 Q, What methods did VEDO use to replace risera in 2009? 

2 A. Where possible, VEDO used the Periiection Servi-Sert service head 

3 adaptor to replace the sen îce riser head. Where the Servi-Sert was not 

4 able to be used, the entire riser was replaced. 

5 Q. Was the riser replacement work in 2009 competitively bid? 

6 A. Yes. 

7 Q. How were the bid packages organized, bid and awarded? 

8 A. The Riser Program bid packages were organized geographically into four 

9 packages, with the geographic regions matching those of ttie 

10 Replacement Program. 

11 As was the case with tiie Replacement Program, sbc different constnictbn 

12 contractors were Invited to provkle bWs for the riser wori^. The same tvro 

13 contractors elected not to bid due to resource constraints. 

14 A pre-bid meeting was held with all of tiie contractors to answer questions 

15 with regard to the work to be perfonned and the bid packages to be 

16 submitted. Each contractor was provkied with a count of risers to be 

17 replaced by package. 

18 Bids were submitted based on unit pricing for full replacements, service 

19 riser head replacements and any associated activities. VEDO used the 

20 unit prices to create comparative cost estimates for each package. Each 
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1 package was evaluated independently, much like the Replacement 

2 Program, and awarded accordingly. 

3 Q. Was some of the riser replacement work completed by VEDO crews? 

4 A. Yes. In addition to the contracted crews, VEDO used internal crews to 

5 complete a number of replacements. 

6 Q. What Is VEDO's riser replacement plan fbr 2010? 

7 A. VEDO has used a similar process to bid the riser replacement worî  for 

8 2010 and plans to replace approximately 17,000 risers, The woric was 

9 once again divided Into four geographical regions and each region was bid 

10 as a separate package. 

11 III. Service Line Responsibility 

12 Q. Are you able to assess how VEDO's transition to service line 

13 responsibility has progressed? 

14 A. VEDO continues to view the transfer of senrice line responsibility to ttie 

15 Company as a positive for both tiie Company and its customers. As a 

16 result of the change, new policies, proc^ses and procedures for 

17 installation, replacement, and repair of service lines and meter settings 

18 were developed and implemented. Changes in internal resources and 

19 crew make-up were necessary, as were additional contract resources, to 

20 perfomi some of the additional wori(. VEDO implemented oommunication 

21 programs to ensure all parties affected by this change, including 

22 customers, plumbers, material suppliers, contractore and internal 
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1 personnel were well informed. VEDO woriced witii the Dayton Area Home 

2 Buiklere Association to underetand buikJers' needs and concems witii this 

3 new process along with educating the home building industry about these 

4 changes. Additional education on munrcipality house line inspection and 

5 requirements was provkied. 

6 In general, VEDO's assumption of service line responsibility has been a 

7 benefit to its customers. Customers no longer are required to schedule 

3 the services of a plumber to repair or replace their sen/ice line, minimizing 

9 inconvenience and out of pocket costs for customers. VEDO's response 

10 times to leak calls and its repair activities have reduced the amount of time 

11 customers have been out of service. The Compan/s ability to adjust to 

12 an ever changing schedule to meet the needs of customers has also been 

13 a benefit. Also, confusion over customer responsibility for the service line 

14 has been essenttelty eliminated because there is now a clear delineation 

15 of responsibility between tiie customer and VEDO. 

16 Q. What are some of the challenges VEDO continues to face as a result 

17 of the change in service line responsibility? 

18 A. The scheduling of internal and contractor resources, to deal witii the more 

19 immediate and changing customer demands, has been a challenge. 

20 Obteining accurate site readiness, customer need dates, or house line 

21 inspection information, continues to be a challenge, as VEDO will often find 

22 that a site is not ready by the requested date and then ite resources must 

23 be redirected. VEDO is continuing to refine its processes in an effort to 
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1 obtain more accurate information from customers. An additional challenge 

2 has been the volume of service line replacements beyond those included 

3 in the ptenr>ed projects under the Replacement Program. Because VEDO 

4 (and its customers) have a signiftoant number of aged service line assets, 

5 the amount of service line replacements has been significant. However. 

6 VEDO does expect that as the Replacement Pn^gram matures, over time 

7 this activity will be reduced. 

8 Q. How have VEDO's customere benefited from the change in how 

9 service lines are operated and maintained? 

10 A. VEDO has replaced or relocated a number of senrice lines. Those 

11 customers would have incurred an out-of-pocket expense for repairs or 

12 replacement absent the change in sen/ice line responsibility. When VEDO 

13 does replace a serym line and completes a relight of customer 

14 appliances, the Company is able to assess the condition of the customer 

15 applidnce(s) prior to completing the relight while it is conducting an 

16 atmospheric safety check. 

17 Q. Has VEDO experienced any Incremental O&M expenses as a result of 

18 assuming service iine responsibility? 

19 A. Yes. VEDO has had to repair a number of gas leaks on the portion of the 

20 buried service line and the above ground meter setting ttiat was previously 

21 maintained by the customer. As a result of this change, VEDO has seen 

22 both an increase in capital replacements and operations and maintenance 

23 expenses to repair tiiese leaks. In 2009, VEDO spent $242,524 on 
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1 service line leak repairs* This represente a 67% increase over the 

2 baseline expense amount of $145,655 experienced in 2007. 

3 IV. Maintenance Savings and Incremental Costs 

Did VEDO achieve maintenance savings in 2009 compared to the 

baseline amount of $1,192,953? 

Yes. VEDO calculated its maintenance expenses incuned in 2009 by the 

same method it used to calculate the baseline maintenance expense 

amount of $1,192,953. The actual comparable maintenance expenses in 

2009 were $871,769, resulting in a variance against the baseline of 

$321,184. Exhibit No. JMF-4 provkles the actual 2009 maintenance 

expenses and a comparison against the baseline expense amount. 

Are the maintenance savings fully atblbuteble to the Replacement 

Program? 

No. While certainly the elimination of the bare steel and cast iron 

infrastructure would have driven some ofthe cost reductions, the change 

in sen/ice line responsibilities also led to some of the savings. The reason 

for tills is that VEDO completed a significant number of service line 

replacements that would have formerly been at the customer's expense. 

The resources that previously had been conducting more leak repairs 

instead completed service line replacements, which are capitel 

expenditijres. As such, the maintenance expenses identified in 2009 are 

not necessarily indicative of the ongoing level of O&M, Rather, they are 
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1 indicative of the wori< VEDO actually perfonned in a single year (2009). 

2 As such, tiie actual maintenance savings as compared to the baseline will 

3 change year over year. 

4 Q. Has VEDO experienced any incremental O&M expenses as a result of 

5 assuming service line responsibility? 

6 A. Yes. As discussed eariier, VEDO has had to repair a number of gas leaks 

7 on the portton of the buried service line and the above ground meter 

8 setting that was previously maintained by the customer, resulting in an 

9 increase in operations and maintenance expenses. In 2009, VEDO spent 

10 $242,524 on leak maintenance of servioe lines. This represents an 

11 incremental cost of $96,869. $25,144 of these incrementel coste are 

12 reflected in tiie total maintenance expenses for 2009 attributeble to the 

13 bare steel and cast iron infrastaicture ($871,769). The r^naining $71,725 

14 is the expense that VEDO fficuned for service lines that are not 

15 associated with bare steel or cast iron infrastructure. Exhibit No. JMF-5 

16 provides the calculation of the incrementel expenses. 

17 Q. Has VEDO experienced any Incremental capital investment as a 

18 result of assuming service line responsltr i l i^ 

19 A. Yes. VEDO has had to replace a number of service lines in order to 

20 eliminate gas leaks on the portion of the buried sersnce line and the above 

21 ground meter setting that was previously malnteined by the customer. As 

22 a result of this change, VEDO has seen an increase in capitel coste. In 

23 2009. VEDO spent, on average, $4,953 per sen îce line replaced. This 
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1 represents an Incremental investment of $1,255 per service line replaced 

2 over that experienced during the baseline period of 2007. The 

3 incremental investment includes the cost for tiie incrementel length of cuih 

4 to meter sen/ice line and meter setting that was formerly instelled and 

5 maintained by the customer. In 2009, VEDO replaced 1,111 service lines 

6 tiiat were not associated with the Replacement Program. This equated to 

7 an incremental capital investment of $1,394,305 for servtee line 

8 replacements as a result of the assumption of this responsibility for senrtce 

9 lines. Exhibit No. JMF-6 provides the cateulation of the incrementel 

10 investment. 

11 Q. Does this conclude your testimony? 

12 A. Yes. 
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ExhitNtrto. JMF-3 
Vectren Energy Detivery of Ohio 

Page 1 of 1 

VEDO Riser Replacement Program 
2009 Costs 

plililiiplp^^llllJ 
Contract Labor 
Materials 
Labor 
Other Expenses 
Overheads 
Total 
# Risers 
Cost per Riser 

$ 

$ 

$ 

$ 

$ 

$ 

nmuiijM 
2,507,109 
1,412.218 

524,697 
166,124 
840,984 

5,451,132 
16,003 1 

$ 341 1 



VEDO Maintenance Expanse - BS/CI 

ExhibS No. JMF-4 
Vectren Energy Delnmy of Ohio 

Page 1 of 1 

Meter Order Management 

Outside Leaks 3467 3411 
Investigate Gas Emergency 937 782 
No Gas 1831 1651 
Water in Sennce 11 36 
Total 6246 5880 
% Allocated to BS/CI Facilities 48% 48% 
Orders applicable to BS/CI 2998 2822 

Total Meter Onders 122091 122748 
Meter Order Mgmt Actuals 1 3,542,248 3^14,255 
Average Cost per Order 29.01 31.07 
Average cost per Asset Condition based Order 58.03 82.15 
Leak Investigation order averages approximately Zt9 longer than av«rag4 fMMr onler 

Orders Applicable to B 
Condition based Order 

-jfS-i^ j.^» jLh J J..» A •I'rS^tfffffffWriffW M n f l f f i f c a f f C ^ f r n K . * . J I jty^rm tl. i * ^ L^-rs t M'̂ -, H tw-iM 

173,968 178,406 

Leak Repairs Managnneni 

Service Leak Repair Actuals 145.655 242,524 
% of Service BS/CI Leak Repairs 56% 44% 
Service O&M Expenses attributable to BS/CI 

Total Main Leak Repair Actuals 

81.567 

^t'tm^^'iyT^i^^i 
1 1,610,684 $ 

106.711 

LQ60,527 
Cost Associated witfi Soft Surface Repairs 644,274 1 477,237 
% of Soft Surface Repairs on BS/CI Main Leaks 39% 49% 
Cost Associated with Hard Surface Repairs 966,410 583.290 
% of Hard Surface Repaira on BS/CI Main Leaks 71% 61% 
Main O&M Expenses attributable to BS/CI 937.418 $ 589.653 

ITOTAL BS/CI MAINTENANCE EXPENSES" 1,192,953 I $ 871,789 

|NET MAINTENANCE EXPENSE REDUCfJON" T 321,184 



JS 
» 
o o 

8 

c 
o a 
I 
o 
c 
o 

e 
o 
tn 
a 
c 

UJ 
> 

rM 
r>j 

in 
in 

in 
hr 

< 

I 
(0 
0) 

8 

5= 

^ ^ 

c 
X 

LU 

i 
o 

CO 

<* 

€ ^ 

P7 

F 
o 



o 
1 
'a 
5 

c 
o 

c 

u 
£ 
(0 

S 
c 
o 
E 
S u 
£ 
O o u 
> 

? 

0£ 

1 

CO 

u 
o 
a> 

i 
5 

5̂3 

t^' 

E 

I 
Ol 

C 

8 
£ 

S 

(9 
O 

5 
c 



ATTACHMENT B 



BEFORE 

THE PUBUC UTILrnES COIWMISSION OF OHIO 
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DIRECTOR OF REGULATORY AND PLANT ACCOUNTING 

ON BEHALF OF 

VECTREN ENERGY DEUVERY OF OHIO, INC. 

CASE NO. 0710S0-GA-AIR 
CASE NO. 10- -GA-RDR 
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DIRECT TESTIMONY OF JANICE M. BARRETT 

1 INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. Janice M. Barrett. One Vectren Square, Evansville, Indiana 47708. 

What position do you iiold with Vectren Energy Delivery of Ohio, Inc. 

("VEDO" or "the Company")? 

I am Director of Regulatory and Plant Accounting for Vectren Utility 

Holdings, Inc. CVUHI"), the immediate parent company of VEDO. I hold 

the same position with two other utility sut)sidiarles of VUHI - Southem 

Indiana Gas and Electric Company d/b/a Vectren Energy Delivery of 

Indiana, Inc. ('Vectren South") and Indiana Gas Company, Inc. d/b/a/ 

Vectren Energy Delivery of Indiana, Inc. ("Vectren North"). 

Please describe your educational bacicground. 

I am a 1993 graduate of The Ohio State University with a Bachelor of 

Science Degree in Agriculture. I continued my education at Louisiana 

State University and Miami Universily of Ohio and obtained my public 

accounting certification in 1998. I am a Certified Public Accountant in the 

State of Indiana. 

18 Q. Please describe your professions! experience. 

19 A. From 1996 to 1998, i was employed by KPMG Peat Manw'ick, LLP first as a 

20 staff auditor and ultimately promoted to Supervising Senior. From 1998 to 
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1 2001, I was employed by Prime Succession, Inc. where I sen/ed as 

2 Director of Internal Audit. Since 2001,1 have been employed by VUHI and 

3 have held various Corporate Accounting positions. In March 2D08,1 was 

4 promoted to Director of Regulatory and Plant Acxxjunting. 

5 Q. What ere your present duties and responsibilities ss Director of 

6 Regulatory and Plant Accounting? 

7 A. I am responsible for and oversee all regulatory and plant accounting 

8 functions for VEDO (and VUHI's other utility subsidiaries). 

9 Q. Are you familiar with the boolcs, recorder and accounting procedures 

10 of VEDO? 

11 A. Yes, lam. 

12 Q. Are VEDO's boolcs and records maintained In accordance with the 

13 Uniform System of Accounts ("USoA") and generally accepted 

14 accounting principles? 

16 A. Yes. 

16 Q. Have you previously testified before this Commission? 

17 A. No. 

18 Q. What is the purpose of your testimony in this proceeding? 

19 A. My testimony in this proceeding will provide an explanation of the 

20 calculation of the revenue requirement for VEDO's Distribution 

21 Replacement Rider ("DRR*), which includes the bare steel and cast Iron 
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1 pipe replacement program ("Replacement Program"), natural gas riser 

2 replacement program ("Riser Program") and incremental costs associated 

3 with the Company's assumption of sen/ioe line responsibility. I will also 

4 provide an explanation of the accounting procedures the Company uses to 

5 record and segregate the costs associated with the DRR. 

6 Q. What exhibits are attached to your testimony? 

7 A. The following exhibits are attached to my testimony: 

8 Exhibit No. JMB-1 - Summary of DRR Revenue Requirement 

9 Exhibit No. JMB-2 - Revenue Requirement for Main Replacement Program 

10 Exhibit No. JMB-2a - Annualized Property Tax Expense for Main 

11 Replacement Program 

12 Exhibit No. JMB-2b - Defened Taxes on Liberalized Depreciation fbr Main 

13 Replacement Program 

14 Exhibit No. JMB-3 - Revenue Requirement for Sen/ice Line and Riser 

15 Replacement Programs 

16 Exhibit No. JMB-3a - Annualized Property Tax Expense for Senrice Line 

17 and Riser Replacement Programs 

18 Exhibit No. JMB-3b - [3efen^ Taxes on Uberalized Depreciation for 

19 Service Line and Riser Replacement Programs 

20 Exhibit No. JMB-4 - DRR Variance of Deferred Natural Gas Riser 

21 Investigation and Replacement Expenses 
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1 ACCOUNTING PROCEDURES 

2 Q. Please explain the woric order process that VEDO utilizes to 

3 segregate and record the capital costs of tiie replacement program, 

4 riser program and service line responsibility (colledivaly 

5 "Programs") while the projects are under construction ( 'P ' ^ ' ^ ' n 

6 Construction Costs'*). 

7 A. To ensure proper accumulation and segregation of Program Construction 

8 Costs, a project number is assigned to eac^ capital woric order. AH 

9 Program Construction Costs, as incuned, are recorded to the assigned 

10 project number and are maintained in frie Company's Financial Information 

11 System (TIS") Projects Accounting ("PA") module. The project number is 

12 required for the recording of all Program Construction Costs into any of the 

13 FIS feeder systems. Each of the feeder systems, which include payroll, 

14 accounts payable, and material inventory, interface with the PA module. 

15 Total incurred Program Construction Costs can be viewed and/or reported 

16 by the project number at any tinrte as the Programs progress. 

17 Q. What types of costs did VEDO include in the value of the property 

18 under construction for purposes ofthe DRR? 

19 A. The DRR includes the construction costs of the Programs, as well as 

20 engineering and project management, permitting, consulting sen/ices, site 

21 preparation, equipment and installation, cost of retirenoent, allowance for 

22 funds used during constmction ("AFUDC"), an allocation of administrative 

23 overhead, and other related expenses. 
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1 Q- How is AFUDC recorded as a cost of the Program Construction 

2 Costs? 

3 A. AFUDC is recorded as part of the Program Constnjction Costs in 

4 accordance with USoA and at the AFUDC rate used for all other VEDO 

5 construction projects, cunently 8.55%. 

6 Q. When does VEDO discontinue recording AFUDC on the Program 

7 Construction Costs? 

8 A. VEDO ceases the accrual of AFUDC when work orders are placed in 

9 sen/ice and, at the same time, begins accruing post in service carrying 

10 costs ("PISCC") at an annual rate of 7.02%. as provided for in the order In 

11 Case No. 07-1080-GA^IR. The PISCC deferred as of Decenrri>er 31, 2009 

12 has been reflected on Exhibit No. JMB-2, Line 11 fbr mains and Exhibit No. 

13 JMB-3, Line 14 for senrice lines. 

14 Q. Please explain PISCC and how it works. 

15 A. PISCC is an allocation of interest cost on the Investment made in the 

16 Replacement Program and is accumulated from the in service date through 

17 the date the Replacement Program costs are included for recovery in the 

18 DRR or in base rates. The PISCC is recorded at a rate of 7.02% as 

19 ordered in Case No. 07-1080-GA-AIR. 

20 Q. Does the Replacement Program include retirements and cost of 

21 removal of utility plant assets? 
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1 A. Yes. Existing bare steel and cast iron mains and service lines are being 

2 retired as part of the Replacement Program. VEDO discontinued the 

3 installation of bare steel and cast iron for mains in the 1950's; therefore any 

4 retirements of these types of mains and service lines represent fully 

5 depreciated plant in service. As the retirements are performed, VEDO is 

6 also recording the cost to retire or remove the bare steel and cast iron 

7 assets as part of the Replacement Program. 

8 Q. How did VEDO account for the asset retirements and associated cost 

9 of removal? 

10 A. In accordance with the USoA, the retirement of utility assets, at original 

11 cost, and the retlrentent's related cost of removal made necessary by the 

12 Replacement Program were charged to the associated depreciatk>n 

13 reserve(s). The Replacement Program's original cost retirements are 

14 reflected on Exhibit No. JM&-2, Lines 4 and 9 for mains, and on Exhibit No. 

15 JMB-3, Lines 6 and 12 fbr service Knes, and cost of removal is reflected on 

16 Exhibit No. JMB-2, Line 8 for mains and Exhibit No. JMB -3, Line 11 for 

17 service lines. 

18 Q. What operating expenses are included in the DRR revenue 

19 requirement calculation? 

20 A. VEDO has reflected the annualized property tax (Exhibit No. JMB-2, Line 

21 18 (mains) and Exhibit No. JMB-3, Line 21 (service lines and risers)} and 

22 annualized depreciation expense (Exhibit No. 2, Line 19 (mains) and 

23 Exhibit No. JMB-3, Line 22 (service lines and risers)) based on the net 
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1 additions to plant in service as shown on Exhibit No. JMB-2, Line 5. mains, 

2 and Exhibit No. JMB-3, Line 7, service l i n^ . The annualized depreciation 

3 expense was calculated using the depreciation rates appn^ved in VEDO's 

4 base rate case, Case No. 04-0571-GA-AIR, and property tax expense is 

5 supported by Exhibit N<^. JMB-2a, mains, and JMB-3a. sen/ice lines and 

6 risers. 

7 VEDO has also included the Incremental cost associated with assuming 

6 responsibility fbr service lines. This expense is reflected on Exhibit No. 

9 JMB-2, Line 23. VEDO vritness Francis provides the support for the 

10 incremental expense on Exhibrt No. JMF-5. 

11 Q, Are there maintenance expense adjustments associated with the 

12 Programs? 

13 A. Yes. As described by VEDO witness Francis, the maintenance expense 

14 adjustments are measured by comparing actual maintenance expenses for 

15 leak (mains and services) and meter maintenance for the twelve months 

16 ended December 31, 2009 to baseline maintenance expense of 

17 $1,192,953 as defined in VEDO's last base rate case. Case No. 07-1080-

18 GA-AIR. VEDO witness Francis' Exhibit No. JMF-4 provides the actual to 

19 baseline comparison and defines the adjustments applteable to this filing, 

20 which are reflected in the revenue requirement on Exhibit No. JMB-2, Line 

21 20 for mains and Exhibit No. JMB-3, Line 24 for servtee lines. 
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A. 

1 EXPLANATION OF EXHIBITS 

Please explain Exhibit No. JMB-1. 

Exhibit No. JMB-1 summarizes the annual DRR revenue requirement, which is 

supported by Exhibit Nos. JMB-2 through JMB-4. 

Please explain Exhibit No. JMB-2 and Exhibit No. JMB-3. 

Exhibit Nos. JMB-2 and JMB-3 represent the revenue requirement 

calculation for VEDO's DRR based on net rate base at December 31, 

2009 inclusive of post in service carrying costs CPISCC") and deferred 

taxes related to depreciation and PISCC. Exhibit No. JMB-2 represents 

the revenue requirement calculation for the main replacennent program 

and Exhibit No. JMB-3 represents the revenue requirement calculation fbr 

service line and riser replacements. 

Please explain ExhibK No. JMB-2a and Exhibit No. JMB-3a. 

Exhibit Nos. JMB-2a and JMB-3a provide the calculation of the annualized 

property tax expense based on the net additions (mains, service lines and 

risers) to Plant In-Service from the Programs. This calculation follows the 

process used in VEDOs Annual Report to the Ohio Department of 

Taxation to determine the Net Property Valuation and uses the latest 

known average property tax rate. Exhibit No. JMB-2a provides infonnation 

for the net main additions and Exhibit No. JMB-3a provides infomnation for 

the net service line and riser additions. 

22 Q. Please explain Exhibit No. JMB-2b and Exhibit No. JMB-3b. 
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1 A. Exhibit Nos. JMB-2b (mains) and JMB-3b (servtee lines/risers) provide the 

2 calculation of defend taxes on depreciation for the Programs' capital 

3 investments placed in service during 2009. 

I 4 Q. Please explain Exhibit No. JMB-4. 
i 

! 5 A. Exhibit No. JMB-4 provides the calculatton of the DRR variance fbr the 12 

6 months ended Febmary 28, 2010. This variance relates to the deferred 

7 expenses associated with VEDO's natural gas riser investigation and 

8 replacements. 

9 Q. Does this conclude your direct testimony? 

i 10 A. Yes. 

Banett Direct Testimony 



VECTREN ENERGY DELIVERY OF OHIO, INC. 
DISTRIBUTION REPLACEMENT RIDER 

SUMMARY OF DRR REVENUE REQUIREMENT 

ExMbtt No. JMB-1 
Pag«1of1 

Line 

1 

2 

3 

Description Amount Reference 

Mains Revenue Requirement 

Service Lines Revenue Requirement 

Annual DRR Revenue Requlvement 

$ 650,164 

2.225,847 

2,876,011 

ExMbIt No. JMB-2, Line 23 

ExMbIt No. JMB-3, Line 27 

Line 1 •» Une 2 



Exhibit No^ JMB-2 
l o f l 

VECTREN ENERGY DELIVERY OF OHIO, INC. 
DISTRIBUTION REPLACEMENT RIDER 

ANNUAL REVENUE REQUIREMENT - MAINS 

Une Amount ftefiarenw 

1 
2 
3 
4 
5 

6 
7 
8 
g 
10 

11 

12 

13 

14 

16 

16 

17 
18 

19 

20 

21 

22 

23 

R»fam on Inv^tmyntT 
Plant In^SBrviM at [leoember 31.2009 

Ad{fflion9-MalnR«p(acemants S 7.062,973 
Ortalnal Cost - Retired M^ns ^174^0^ 

Tots 1 Ptam In-Service $ 6,388.021 

l m \ Awvmylsrtffl Pgproclgtign rt Pwcmbw 31, z m 
Depredation Fxpense. Mains % OS,Sai) 
Cox of Removal - lUlalni 407.719 
OriQinal Coat - Retired Main* ^74j»Z_ 

Total Accumulated Depreciation $ 547.890 

Post rn-Servtee Canying Costs (PISCC) $ 9B;323 

Net Deferred Tax Balance - PISCC $ (34,413) 

Deferred Taxes or Deoredatlon f (1,285,203) 

Net Rate Base $ 6.215,456 

Pre-Tex Rate of Retum 11.67% 

Oi»rattoi» and MaintsmnceExDenfffi 
Annualized Property Tax Expense % 150,651 

Annualized Depredation Expense $ 121,934 

Annualized Maintenance Adustment f ^347,765) 

Totel Incremental OperaUnn Expenaee - IMne $ (78,180) 

Vartanca f 

Total Annual Revenue Reciuinment - Maim S 650^164 

Lines+ Une4 

Une 4 
Sum Of Lines 7-9 

0> 

UbW 11x35% 

Exltt)llN0.JMB-£b,Unft14 

SumofUnesSandlO-lS 

CasoNo,07-10W-GVAia 

tJra14-Llna1B 

ExhMtNeiLjMB-2a.Une16 

UneSxITT**"* 

<2) 

5vm or Unm 18-20 

<4) 

Lir«19i>Une2l*Une22 
rroExhlbttNo. JMB.1andExtil3ltN(i.8EAr1,pBge1of8) 

(1) FERC Acooum 576 depredation rats approved in Caaa No. 04^671 .<3A-AIR. 
(2) SuD[>ort provided by VEDO Witness James Francis. Exhibit No. Jl i r-4. Main Leaks Maintenanco Expense 

2X9 expense less Baseline expense allrtiutable lo Bare SteeVCast Iron. 
(3) PtSCC is accrued at an annual rale of 7.02K from the in service data until investnwnls are reflected in ttie DRR rate. 
(4) Not applicable as ttiis repreeents Vectren Energy DeNvety Ohio. Inc's firsl annual DRR filing. 



Exhibit No. JN»-ZB 
P»ge1(^ l 

Une 

1 
2 
3 
4 
5 
6 
7 

8 
9 
10 
11 
12 
13 
14 

15 

VECTREN ENERGY DEUVERY OF OHIO, INC. 
DISnUBimON REPLACEMENT RK3ER 

ANNUAUZED PROPERTY TAX EXPENSE - MAIN REPLACEMENTS 

Descnption Amount 

Mains Replacements - Book ValUB 
%Good 
Tax Value 
x25% 
Taxable Value/Assessment 
VEDO'$ Average 2010 Property Tax Rate 
Annual Property Tax Expanse - IMaIn Replacemeirta 

Mains Retired - Book Value 
%Good 
Tax Value 
x25% 
Taxable Value/AsseBament 
VEDO's Average 2010 Property Tax Rale 
Annual Property Tax Reduction - Main Rethemente 

$ 

$ 

$ 

t" 
$ 

$ 

$ 

t 

7.062.973 
98.3% 

6.942,902 
25.0% 

1.735.726 
8.76% 

iiz,wo 
(174,062) 

36.7% 
(63,877) 

25.0% 
(15.969) 

8.76% 
(i.i») 

Reffrei nee 

Annualized Property Tax Expense - Maine $ 160,651 
(To Exhibit No. JMB-2. Une IB] 

E3diibltNo.JMS^,Line3 

Ui)e1xLlne2 

Llne3xLlnB4 

UneSxUnee 

ExhibH No. JMB-2, Line 4 

Une8xUne9 

Lineioxunell 

Line 12 X Line 13 

Une 7 + Une 14 



Exhibit No. JMB-2b 
P a g e l o f l 

Line Description 

10 
11 

VECTREN ENERGY DELIVERY OF OHIO, INC. 

DISTRIBUTION REPLACEMENT RIDER 

DEFERRED TAXES ON UBERALIZED DEPRECIATION - MAINS 

Amount 

Plant in Seivica a l Pacemiwr 31.2flOfe 
Mains - Bare SteelCast Iron Replacements 

Book to Tax Basis Ad|u&lnwnt- Capitalized Intaraet 
Book to Tax Basis Ad|ustment - Bonus Depredation 

Total Income Tax MACRS Depredalion Base 

Tax Depreciation: 
MACRS-15 Year 
Bonus Depreciation 

Total Tax Oopradation 

Bftok Deoicciation: 
Mains 

12 Tax Depredalion in Excess of Book Depreciation 

13 Federal Deferred Taxes at 35% 

14 Deferred Tax Balance atDecember31,2009 •Maine 

7,062,973 

(3,810) 
(3,529.582) 
3,529,581 

176,479 
3,529.582 
3J06.06t 

33.881 

(3,672,180) 

35% 

(1.286,263) 

Reference 

&diibttNo.JMB-2.Une3 

(Ur»2+Una3)^50% 
Sum of Unes 2-4 

L ino6*5% 
Line 4 

Line 7 + Line 8 

ExhibH No. JMB-2, Une 7 

Line 11 -Line 8 

Line 12* Une 13 

fTo ExhibH No. JMft-3, Line 13) 



exhWt No. JMB-3 
Pftg*1ori 

1 
2 
3 
4 
5 
& 
7 

8 
d 
10 
11 
12 
13 

14 

15 

18 

17 

18 

19 

30 

21 

2Z 

23 

24 

25 

25 

27 

VECTREN ENERGY DELIVERY OF OHIO* MC. 
DiSmiBimON REPLACEMENT ROER 

ANNUAL REVENUE REQUIREMENT - SBIVICE UNES 

Line Description 

R»tum vn Inwstmyn^ 
Plant ln-S«><icg ^ ^^^f^pmbftr ai^ ^MS 

AddMofls - Services Repiaoenwits (Bate SteeVCatt lion) 
AdditiGns - Services ReplaGementa (Service Une RaspoiistbiHy} 
Additions - Risers 
Original Cost - Retired Ssfvk»s 

Total Plant In-Senrice 

Less: Accumulated nflpffBdatfon at Dflcambaf 31.2009 
Depreciation Expanse - Senrioes 
Depreciation Expense - RIssis 
CosI of Romoval - SsrviceB 
OriQinal Cost - Retired 

Totel Accumulaiad Depredalion 

Post In-Service Carrying Costs (PISCC) 

Net Defened Tax Bafance - PISCC 

Deferred Taxes on Depreciation 

Net Rata Base 

Pre-Tax Rate Of Relum 

AnnMRzed Return an Rats Base -Ssrvtce Unas 

Ooerationt and MaintMHnc»Exi»mH» 
Annualized Property Tax Enpanae 

Annualized Oepractation E^^wnse 

IrKrenkental O&M - Servtee Line Responsibility 

Annuaioed Matntenanoe Adjustment 

Total Increnwnlal Operating Expenses * Sendee Unas 

Variance <^ 

Total Revenue Requlmneirt - Service Unas 

Amount 

4.187^50 
1.394,305 
5,451,132 

117502,885 

<93,255> 
(89.392> 
319,528 
3 0 ^ 

187.081 

57.7C9 

(20.198) 

BelBwnce 

(5) 

SumarUnM3-S 

Unas 
SuniorUnBia-12 

(3) 

Un«14x»% 

(1.962.948) Exntbl m . JMB-3b. LiM n 

9,244.331 Sui»irfLlnM7andl3<ie 

11.67% CiMr^07'106»'QlWilR 

13 Lbm17*Uiw1B l£6£ 

237.269 

378,741 

71,725 

2 6 ^ 1 

•14418 

232,718 

ExhUIN9;Jli ie^.Uii*2a 

Une r 115.28%'^ 

(2) 

® 

Sum Of Unas 21-24 

ExlilbilNo.JIM&4,Um5 

aja»,»47 UMlB<*>Une25+Llna» 

1 ami ExhiUlNo. SEA-I. pi«> 1 or B) (ToEnhlMNa 

(1) FERC Account Sao depfodation rate approved in Case No. 04-057f-QAAIR. 
(2) Support provided by VEDO Witness James Frands, EKhlbftNp. JMF-5. 
(3) PISCC Is accrued at an annual rate of 7.02K fiorn the In servioe date Ufitl invesfenents are reHected in th^ 

(4) Variance represents the InitisI DRR charge associaM wtth daferrad natural gas riser InvesOgaHon 
and repfa^menl expenses. 

(5) Support provkied Ijy VEDO Witness James Franeh, Ex^tjH tto^ JMF-4. Senrioa Leaks and Meter 
Mamtanance Expense. 2D09 axpense less Basalne wpense attiUiutabie lo Bare SteelA^ast Iron. 

(6) Su i>port provided by VEDO Witness James Francis. BfWMt Na. J M F - 6 . 



Exhibil No. JMB4a 
Page i o n 

Une 

1 
2 
3 
4 
5 

VECTREN ENERGY DELIVERY OF OHIO, INC. 
DISTRIBUTION REPLACEMENT R»ER 

ANNUALIZED PROPERTY TAX EXPENSE - SERVICE UNES 

Description 

Servioe Replacements - Booit Value 
%00Dd 
Tax Value 
x25% 
Taxable Value / AssessnDent 
VEIX> Average 2010 Property Tax Rate 
Annual Property Tax Expense • Service Une ReplacameniB 

Amount 

$ 5,581,755 
98.3% 

$ 5,486,865 
26.0% 

S 1,371,718 
8.76% 

^ w w w o ^ 

Na.JMft^Liiw3SLine4 

Un»1xUrM3 

UnB3xtJna4 

UnaSxUnse 

22 

Services Retired - Book Value 
%Good 
TaxVdue 
x2SS 
Taxalste Value / Assessment 
VEDO Average 2010 PnTperty Tax Rata 
Annual Property Tax Reduction - Service Line Rettevmmts 

Risers Replacements - BcxsK Value 
%Good 
Tax Value 
x25% 
Taxable Value / Assessment 
VEOQ Average 2010 Propeity Tax Rate 
Annual Proparty Tax Expense • Natural Gas Risers 

Annualized Property Tax Expenee - Service Lines 

s 
8 

S 

JL 

s 

• • * ' 

$ 

i 
JL 

(30502) 
38.7% 

(11.084) 
25.0% 

(2J71) 
a.7fi% 
B43^ 

5,451,132 
98.3% 

5,358,463 
25.0% 

1.339,616 
8.76% 

117^50 

237.289 

ExhM No. JMB-3, Unte 

UiaSxL^ID 

Una 10 X Una 11 

Uiw12xUne13 

ExNbit No. JMS^. LiM 6 

Line 1S Kline 16 

Unsl7xUne1S 

UneiaxUnsaO 

Line 7* llna 14 4-Une 21 

(To ExIMt No. JMB4, Line 21] 



Exliblllle,JMB4b 
Page lo f l 

10 
11 
12 

n 
14 
15 
15 

VECTREN ENERGY DEUVERY OF OHIO, INC. 

DISTRIBUTION REPLACEMENT RIDER 

DEFERRED TAXES ON UBERALIZED DEPRECIATION - S & i V I C E UNES 

Une Descriptton 

Plant In Seivice at Decernbef ?1.2009: 
Service Additions - Sere Steel/Cest Iron Reptaoements 
Sen^oe Addftfons -Sen/Ice Une Ownership 
AdditkHis of t4aturai Cas Risers 

Total Plant In Service 

Book to Tax Basis Adjustment - CapitaKzed Interest 
Book to Tax Basis Adustment - Bonus Depredation 

Totei Income Tax MACRS Depradallon Base 

Tax Depreciatifw: 
MACRS-15 Year 
Bonus Depreciation 

Total Tax Depreciatkin 

Servioes 
Natural (SBS Risers 

Total Bocii Depreciation 

Amount 

4.187v450 
1,394,305 
5,451.132 

9 

S 

i 

s 

« 

% 

iixra2,B«7 

(2^87) 
(5,515.300) 
5.515.300 

275.765 

5,791,065 

93,255 
89.392 

Exhibit Ho. JMB^, Line 3 
ExNbttNo.JMB^.Une4 
ExhlimNo.JMB^,Une5 

(Une Z^ i ns 3+Line 4+Une 8) * 50% 
8umLtaies54 

162,647 

Ltne8*5% 
Une 8 

LfeielQ + L l n e l l 

Exhl) i lNo.JMB^,Une9 
Ex»tibttNo.JMB^,Une1D 

Line 14 +Line 19 

17 Tax Depreciation in Excess of Book Dapredatton 

18 Federal Deferred Taxes at 35% 

19 Defoned Tax Balance at Decennber31,2099 - Senrica Unas 

(5.808,418] 

<To Extilrit N0. Jiie-ft, LtM 16) 

Une IB-Una 12 

Line17*Une18 



Line 

1 

2 

3 

A 

5 

Exhibit No. JMB<4 
P a g e l o f l 

VECTREN ENERGY DEUVERY OF OHIO, INC. 
DISTRIBUTION REPLACEMENT RIDER 

DRR VARIANCE - INITIAL DRR CHARGE AND RISER INVESTIGATION AND REPLACEMENT 

Description Amotrt 

Deferred Natural Gas Riser Investlgatkin and Replacement Expense at 
July 31.2008 

Less: DRR Recoveries March 2009 through Febnjary 2010 

Initial DRR Charge Variance - Over Recovery 

Natural Gas Riser Investigallon and Replacement Expenses Defiarred from 
August 1,2008 - Febmary 28.2009 

TotaJ DRR Vartartco 

$ 

$ 

? 

L« 

2.510.057 

(2.532.112) 

(22,055) 

264.77a 

233;718 

(1) 

Line 21 

Une1 + Line2 

Une3«LJne4 

(To ExMbit No. JMB-3, Line 2«) 

6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

21 

DRR RGCoyertas bv Month: 

March 2009 
April 2009 
May 2009 
Jjna 2009 
July 2009 
August 2009 
September 2009 
October 2009 
November 2009 
December 2009 
January 2010 
February 2010 
March 2010 

Tolal DRR Recoveries 

Revenue-$ 
$ 156,410 

263.233 
196,018 
194,840 
196.769 
186.543 
193,616 
195,593 
207.534 
218.993 
248.420 
230.945 
44.298 

$ 2,532.112 

(1) Included In initial DRR charge as approved in Case No. 07-1080-QAAIR. 
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DIRECT TESTIMONY QF SCOTT E. ALBERTSON 

1 INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. Scott E. Albertson 

4 One Vectren Square 

5 Evansville, Indiana 47708 

What position do you hold with Applicant Veclren Energy Delivery of 

Ohio, Inc. ("VEDO" or "the Company")? 

I am Director of Regulatory Affairs for Vectren Utility Holdings, Inc. 

("VUHr), the immediate parent company of VEDO. I hold the same 

position with two other utility subsidiaries of VUHI - Southem Indiana Gas 

and Electric Company d/b/a/ Veclren Energy Delivery of Indiana <"Vectren 

South") and Indiana Gas Company. Inc. d/b/a/ Veclren Enei^y Delivery of 

Indiana ("Vectren North"). 

14 Q. Please describe your educational background. 

15 A. I received a Bachelor of Science degree in mechanical engineering from 

16 Rose-Hulman Institute of Technology in 1984. 

17 Q. Are you a Registered Professional Engineer? 

18 A. Yes. I have been a professional engineer in Indiana since 1990 

19 (registration number 900464). 

6 

7 

8 

9 

10 

11 

12 

13 

Q. 

A. 
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1 Q. Please describe your professional experience. 

2 A. I have over 25 years' experience in the utility industry, primarily in the 

3 operations and engineering areas. I began my career with Ohio Valley 

4 Gas Corporation in a prpject engineering position. I have worked at VUHI 

5 and its predecessor companies since 1987 in a variety of positions 

6 including Operations Staff Manager, Assistant Chief Engineer, Director of 

1 Engineering Pro/ects, and Director of Engineering. Prior to assuming my 

8 current role in 2004,1 was Director of Technical Sen/ioes with responsibility 

9 fer engineering and technical support for all VUHI utility operations. 

10 Q. What are your present duties arKi responsibiiitiee ae Director of 

11 Regulatory Aftaire? 

12 A. I have responsibility for regulatory matters of the regulated utilities within 

13 VUHI, including proceedings before the Indiana and Ohio utility regulatory 

14 commissions, 

15 Q. Have you previously testified before this Commission? 

16 A. Yes. I filed testimony in the Company's most recent general rate case, 

17 Case No. 07-1080-GA-AIR; its Merchant Function Exit proceeding, Case 

18 No. 07-1285-GA-EXM; and in a number of other proceedings. 

19 Q. What Is the purpose of your testimony in this proceeding? 

20 A. My testimony in this proceeding supports the proposed Distribution 

21 Replacement Rider ("DRR") charges, as well as the proposed tariff sheet, 

22 and associated bill impacts. 
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1 Q. What exhibits are attached to your testimony? 

2 A. The following exhibits which have been prepared by me or under my 

3 supervision are attached to my testimony: 

4 Exhibit No. SEA-1, Pages 1 through 5 - DRR - Derivation of Charges; 

5 Exhibit No. SEA-2. Page 1 of 1 - DRR - Tariff Sheet; and 

6 Exhibit No. SEA-3, Page 1 of 1 - DRR -Annual Residential Customer Bill 

7 Impact. 

8 BACKGROUND 

9 Q. What is the DRR? 

10 A. The Public Utilities Commission of Ohio fCommission") approved a 

11 Stipulation and Recommendation in VEDO's last general rate c^e» Case 

12 No. 07-1080-GA-AIR ("Approved Stipulafion"). The DRR was part of the 

13 Approved Stipulation, and reavers 

14 > a retum on and of investments made by the Company under an 

15 accelerated bare steel and cast Iron pipeline replacement program 

18 ("Replacement Program"), inclusive of capitalized Interest (or post-

17 in-service carrying costs ("PISCC")) associated with the 

18 Replacement Program. 

19 - t h e actual defened costs resulting from compliance vt^h the 

20 Commission-ordered riser investigation in Case No. 05-463-eA-

21 CGI, 

22 " the costs associated with the replacement of prone-to-fail risers over 
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1 a five year period ("Riser Program"), and 

2 • the incremental costs of assuming responsibility for service lines. 

3 Savings of certain Operation and Maintenance ("O&M*̂  expenses are 

4 also included as a credit in the derivation of the DRR revenue 

5 requirement. 

6 Q. How will VEDO's customers benefit from the DRR? 

7 A. As more fully described in VEDO witness Francis' testimony, VEDO 

8 customers will realize significant benefits as a direct result of the 

9 Replacement and Riser Programs and the DRR mechanism. Because the 

10 Company is provided an opportunity to more quickly recover its 

11 investments under the programs, VEDO's customers will more quickly 

12 realize enhanced service reliability levels than vi/oukJ be realized under a 

13 more traditional regulatory paradigm. Customers will also benefit from a 

14 diminution of O&M costs. Moreover, the elimination of active leaks 

15 achieved by replacement of bare steel and cast iron pipelines in a given 

16 year will result in O&M savings reflected in the DRR and/or base rates 

17 prospectively. Finally, customers are no tonger required to directly bear 

18 the out-of-pocket cost of service line repair or replacement sinoe the 

19 Company has assumed that responsibility. 

20 PROPOSED DRR 

21 Q. Please describe the DRR proposed herein. 

22 A, VEDO has proposed a DRR based upon Replacement Program and Riser 
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1 Program costs for all projects placed in service as of December 31, 2009. 

2 The DRR revenue requirement proposed by VEDO witness Banrett, vi^ich 

3 also includes the other cost components described previously, is used to 

4 derive the DRR charges which are pr^ented in the attached Exhibit No. 

5 SEA-1, Pages 1 through 5. 

6 Q. Please describe the components of Exhibit No. SEA-1. 

7 A. Exhibit No. SEA-1 contains the associated filing schedules to support the 

8 Company's proposed DRR. 

9 Exhibit No. SEA-1, Page 1 of 5 shows the derivation of the DRR revenue 

10 requirement and charges by rate schedule. The rate schedule allocation 

11 factors from page 2 of 5 (described below) are multiplied by the total 

12 revenue requirement (from Exhibit No. JMB-1) to detemnine the allocated 

13 revenue requirement by rate schedule. For resklential (Rates 310. 311 

14 and 315), small general service (Group 1 customers under Rates 320,321 

15 and 325; hereinafter refenred to as "Group 1 Customers"), and Rate 341 

16 customers, the allocated revenue requirement for each rate schedule is 

17 then divided by the number of customers in each rate schedule, and then 

18 divided by 12. to determine the monthly DRR charge applicable to 

19 customers in those rate schedules. For larger customers (Group 2 and 

20 Group 3 customers under Rates 320, 321 and 325, hereinafter refened to 

21 as "Group 2 and Group 3 Customers") and all customers receiving sen/ice 

22 under Rates 345 and 360, the allocated revenue requirement for each rete 

23 schedule is divided by the projected annual throughput for each rete 
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1 schedule to detennme the DRR charge per Ccf applicable to those rate 

2 schedules. 

3 Exhibit No. SEA-1, Page 2 of 5 lists the rete schedule distribution mains 

4 and service lines allocation factors from Case No. 07-1080-GA-AIR. These 

5 allocation factors are used to allocate the mains and sen/k>e lines revenue 

6 requirements to the various rate schedules. 

7 Exhibit No. SEA-1, Page 3 of 5 shows how the general service customer 

8 revenue requirennent allocation Is determined. Due to the similarity In 

9 ^cllrtjes required to seive Group 1 Customers and those required to serve 

10 residential customers, and consistent with the Commission's onjer in Case 

11 No. 07-1080-GA-AIR, VEDO presents a DRR charge to Group 1 

12 Customers equal to the DRR charge applicable to reskiential custonners. 

13 The residential DRR charge is multiplied by the number of Group 1 

14 Customers, with that result multiplied by 12 to determine the annual DRR 

15 revenue requirement lo be recovered from Group 1 Custonr^rs. The 

16 Group 1 Customer revenue requirement is then subtracted firom the total 

17 revenue requirement allocated to Rates 320, 321 and 325. The resulting 

18 amount is then divkied by the projected annual throughput for Group 2 and 

19 Group 3 Customers to detemiine the DRR charge per Ccf applicable to 

20 those customers. 

21 Exhibit No. SEA-1, Page 4 of 5 shows the impact of the proposed DRR on 

22 each rate schedule. 
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1 Exhibit No. SEA-1, Page 5 of 5 klenttfies the recoveries applteable to the 

2 periods September 2010 through December 2010 and January 2011 

3 through August 2011. These are the twelve months during which the 

4 proposed DRR is projected to be in effect. The purpose of this schedule is 

5 to provide the baste for determining the revenue requirement recovery 

6 variance applicable to the period of September through December 2010, 

7 since in the next annual DRR filing VEDO will reconcile actual costs and 

8 actual recoveries through December 2010. The variance determined on 

9 that sct̂ eduJe (in the next filing) will then be allocated to mains and 

10 services based upon '^e approved revenue requirement in this proceeding, 

11 and the allocated variances will be added to the revenue requirements fbr 

12 mains and services, respectively, for investnrients made in 2011. Likewise, 

13 in the 2012 DRR filing the variance applksat^ to the period of January 

14 through August 2011 will be based upon ^ e recoveries for thai period as 

15 Wentified on Page 5. My testimony in Ca^e No. 07-1080-GA-AIR 

16 supported this methodology. 

17 Q. Please describe Exhibit No. SEA-2, 

18 A. Exhibit No. SEA-2, Page 1 of 1 illustrates the proposed DRR tariff sheet 

19 containing the proposed DRR charges. Tariff Sheet No. 45, Fourth 

20 Revised Page 2 of 2 will replace the currently effectivB Third Revised Page 

21 2 of 2. 

Albertson Direct Testimony 



1 Q. Please describe Exhibit No. SEA-3. 

2 A. The annual impact of the proposed DRR on a resklential customer is 

3 shown on Exhibit No. SEA-3, Page 1 of 1. 

4 Q. In your opinion, has the Company met all requirements set forth in 

5 the Approved Stipulation filed in Case No. 07-1080-6A-AIR? 

6 A. Yes, the Company has filed an applteation for approval of the successor 

7 DRR diarge. The application has been served electronically on the Parties 

8 to the Approved Stipulatbn and includes all supporting informattem for the 

9 costs incurred in calendar year 2009. As contained in VEDO witness 

10 Francis' testimony, the Company is providing a summary of ite constructton 

11 plan$ for 2010 including expected investntent, expected location of the 

12 infrastructure replacement woric and the expected miles of pipe to be 

13 replaced. Finally, the Company has not exceeded the cap on DRR 

14 charges consistent with the Approved Stipulation. 

15 Q. Please elaborate on the approved cap. 

16 A. As per the Approved Stipulatton, the monthly DRR c^rge appVicable to 

17 Residential and Group 1 Customers in the first annual DRR applicatton 

18 shall not exceed $1.00 per customer. The cap for successor DRR charges 

19 applicable to Resklential and Group 1 Customere may increase in 

20 Increments of $1.00 per year, beginning with the DRR charge proposed by 

21 the Company in the May 1, 2011 filing. Since the DRR charge for 

22 Residential and Group 1 Customers proposed herein is less than $1.00 per 

Albertson Direct Testimony 8 



1 customer per month, the Company has complied with the App^ved 

2 Stipulation in this regard. 

3 Q. Has VEDO recovered all costs associated virith the Commlsslon-

4 ordered riser investigation? 

5 A. VEDO implemented initial DRR charges on March 1, 2009 whfch were 

6 designed to recover deferred expenses through July 2008 associated with 

7 the Commission-ordered riser investigation. In compliance with the 

8 Approved Stipulation, all DRR charges were removed from the tariff (i.e. 

9 reset to zero) after 12 months, and the remaining variance has been 

10 included in the determination of the DRR revenue requirement prc^osed in 

11 this proceeding and sponsored by VEDO witness Banrett. 

12 Q. Does this conclude your direct testimony? 

13 A. Yes, at this time. 

Albertson Direct Testimony 



PegelofS 

VECTREN ENBU3Y DELIVERY OF OHIO 
DISTRIBUTION REPLACEMOrr RIDER 

DERIVATION OF CHARGES 

iCfi 

1 

2 
3 
4 

5 

B 

7 

9 

Reie 
Schwfule 

310/311/315 

520/321/325 
Qroupl 

Group2&3 

341 

34& 

360 

Total (a) 

(A) 
Maine 

AlocatedDRR 
Revenue 

Rfiflrf'^nj,erS.(W 

$399,718 

»1€2,070 

930 

$39,921 

$W.125 

S&50,1&4 

IB) 
Service Unes 

Allocated DRR 
Revenue 

RWWl'WTWntl^) 

$1,696,003 

9315,632 

«90 

J&.778 

S4,327 

S2.22a.B47 

<C) 

Total DRR 
Revenue 

ReomPMnanl 
CA) + (B) 

92.295.781 

9«7,702 
¥127,023 
$340,079 

vao 

S48,eoe 

S62.762 

92.876.011 

. 

P) 

CuaKmer 

287.775 

i e , i i 4 

2 

(E) 

PropoeedPRR 
per Customer 

(C|/<oyi2 

90.00 

90.98 

93.33 

<F) 

AmuBl 
Volunwfd i 

74.512.37 

41,357,001 

»,7e3,331 

(0> 

PiopoMd 

(CWF) 

90.00466 

90.00120 

90.00117 

(a) Revenue requirement n«m ExMbit No. JMB-1 
(t>) Reflects revenue requbement muRiplied by altocelien todon found on Exhibit No. SEA-1, P80e 2 
(c) Average customer count lor CY 20D9 
(d) 2010 Budget Vommes 
(e) Fnsm ExhilHtNo. SEA-1, Pages 

http://S2.22a.B47


VECTREN ENERGY DEUVERY OF OHIO 
DISTRIBUnON REPLACEMEKT RIDER 

RATE SCHEDULE ALLOCATION FACTORS 

Exhibit No. SEA-1 
Pa^eZofS 

Line 

1 

2 

3 

4 

5 

6 

Rate 
Schedule 

310/311/315 

320/321/325 

341 

345 

380 

Deacrlrtion 

ResldentiBi DSS^COrrnmsponalian 

General Sewtoe DSSffiCOnvanepartaton 

Dual Fuel 

Large Volume Transportation 

Total 

Maine 
Allocation 
Factois fa^ 

61.480% 

23.390% 

ao(w% 

6.140% 

S.d86% 

Servioe Line 
Allocation 

65.184% 

14.180% 

0.002% 

0.439% 

0.194% 

igO.OQQ% 

<a) Maine Allocation Factor as presented in Case No. 07-1080-QA-AIR 
<b) Service Lines Allocation Factor as praserrted In Case No. 07-10BO-GA^R 



Exhibit No. SEA-1 
Page 3 of 5 

VECTREN ENERGY DELIVERY OF OHIO 
DISTRIBIinON REPUCEMENT RIDER 

ALLOCATION OF REVENUE REQUIREMENT - RATES 320.321 AND 326 

iiDS I3eacfiDtior̂  

1 Proposed DRR - Rate 310/311/315 

2 Proposed DRR - Rate 320/321/325 - Group 1 

3 Customer Count - Group 1 

4 Revenue RequirefTient - Group 1 (1) 

5 Revenue RBqiflrsment - Total 32Q/321/325 

6 Revenue Requireaient - Group 2 & 3 (1) 

$0.B6 

S0.66 

16.114 

9127.623 

S487.70Z 

S34Q.079 

Per Month 

Per Month 

-

.. 

. 

ExNbH No. SEA-1. Pagel 

Linem 

Bthttdt No. SEA-f, Pagel 

Llne[Z)xLtne[3]x12 

Exhibit No. Si:A-1, Page 1 

Line 151-Une I4| 

Notes: 
(1) to Exhibit No. SEA-1, Page 1 



VECTREN ENERGY DELIVERY OF OHIO 

DtSTRIBiniON REPLACEMENT RIDER 

RATE SCI^DULE BILL UM^ACTS 

&NMND.8eAr1 
Peoe4of6 

Rats 

(Al 

Um ScMt»tif p^TmRTVTmrTtifl 

(Bl 

PravkwaDRR 

(CJ 

Cunent DRR 
Revenue RewireraenlfCt 

<D} 

ORR 
RevwueReaMlwyinBytf 

(CMB) 

^ 

v>}m 

310f311 

315 

32Qf321 

325 

341 

345 

3«0 

Tout 

S173,B0S.267 

$24,340,895 

S«3;2M,4ft7 

«7.06fi,433 

S2C,339 

37,554,911 

$6.593.932 

5282.748,244 

SO 

90 

to 

90 

90 

SO 

SO 

9 i .6De.n9 

•656,002 

1328,241 

$139,462 

ISO 

949.898 

W2.762 

91.609.779 

9696.002 

9 9 2 9 ^ 1 

9138.462 

980 

» w y g 2 

v> $2,876,011 92.576.011 

0.99% 

2.82% 

a52% 

1.97% 

aa8% 

0.65% 

0.95% 

1.1>2% 

W<d) 

W 

(b)«Q 

(b>(e) 

(bXe) 

<a> Twelve months endrtg Oecerntor 31,2009 
Ho) OOPS no< Include gas o» l s 
<c] From ExhibH No. SEA' I . Pege 2 
<c6 Cunent fevenuas utculaieo es unit rate time* Numbei of oualamsis 
<e) PissmI leverues indude allocatign oTfenner Rate 330 rwwrnee 



Exhibit No. SEA-1 
Page 5 of9 

VECTREN ENERGY DELIVB^Y OF OHIO 
DISTRIBUnON REPLACEMENT RIDER 

DETERMINATION OF APPROVED RECOVERIES 
BY CALENDAR M ^ T H 

Line 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

(A) 

Month 

September-10 

October-10 

November-10 

December-10 

Subtotal (To Second Annual DRR fning) 

January-11 

Febmary-ll 

March-11 

April-11 

May-11 

June-11 

July-11 

August-11 

Subtotal (To Third Annual DRR Filing) 

(B> 

Allocatian 
Factor (1) 

7.31% 

7.87% 

8.66% 

9.72% 

10.23% 

9.57% 

9.12% 

7.96% 

7.56% 

7.35% 

7.33% 

7.31% 

(C) 

Approved 
Recoveries (2) 

$210,253 

$226,470 

$249,013 

$279,469 

$965,206 

$294,320 

$275464 

$262,422 

$226,906 

$217,443 

$211,506 

$210,708 

$210,337 

$1,910,805 

{1) Based on monthly volumes / customer count (as applicable) as a percentage of annual. In 2010 Budg^, 
(2) Allocation Factor in Column B times total revenue requirement. 



Exhibit No. SEA-2 
Paoe1 o f l 

VECTREN ENERGY DELIVERY OF OHIO. INC. Shwt No. 45 
Tariff fof Gas Service Fourth Revised Page 2 cf 2 
P.U.C.O. No. 3 Cancels Third Revised Page 2 ot Z 

DISTRIBUTION REPLACEMENT RIDER 

DISTRIBUTION REPLACEMENT RIDER CHARGE 
The charges for the respective Rate Schedules are: 

Rate Schedule i£^tH2Qltl ICtLBSf 
310. 31 land 315 $0.66 
32C, 321 and 325 (Group 1) $0.66 
320, 321 and 325 (Grcx^ 2 and 3) $0.00456 
34t $3.33 
345 $0.00120 
360 $0.00117 

Filed pursuant to the Finding and Order dated in Case No. of the Public 
Utilises CommisBion of Ohio. 

Issued: Issued by: Jenxjld L. Ulrey. Vice PresWent EffBdlve: 



Exhibit No. SEA-3 
Pagelof l 

VECTREN ENERGY DELIVERY OF OHIO 
DISTRIBUTION REPLACEIimNT RIDER 

ANNUAL RESIDENTIAL CUSTOMER B i a IMPACT 

Line 

1 Proposed Residential DRR Per Customer Per Month $0.66 

2 Months 12 

3 Annual Bill Impact $7.92 



OPINIONS OF THE SUPREME COURT OF OHIO 
The full texts of the opinions of the Supreme Court 

of Ohio are being transmitted electronically beginning May 
27, 1992, pursuant to a pilot project implemented by Chief 
Justice Thomas J, Moyer. 

Please call any errors to the attention of the 
Reporter's Office of the Supreme Court of Ohio. 
Attention: Walter S. Kobalka, Reporter, or Deborah J . 
Barrett, Administrative Assistant. Tel.: (614) 466-4961; 
in Ohio 1-800-826-9010. Your comments on this pilot 
project are also welcome. 

NOTE: Corrections may be made by the Supreme Court 
to the full texts of the opinions after they have been 
released electronically to the piiblic. The reader is 
therefore advised to check the bound volumes of Ohio St.3d 
published by West Publishing Company for the final 
versions of these opinions. The advance sheets to Ohio 
St.3d will also contain the volume and page numbers where 
the opinions will be found in the bound volumes of the 
Ohio Official Reports. 

Industrial Energy Consumers of Ohio Power Company et al., 
Appellants, v. Public Utilities Commission of Ohio et al., 
Appellees. 
[Cite as Indus. Energy Consumers of Ohio Power Co. v. Pub. 
Util. Comm. (1994), Ohio St.3d .] 
Public Utilities Commission -- Electric utilities -- Acid 

rain control -- Commission's determination approving 
an environmental compliance plan affirmed, when. 
(No. 93-505 -- Submitted December 14, 1993 -- Decided 

March 30, 1994.) 
Appeal from the Public Utilities Commission of Ohio, 

No. 92-790-EL-ECP. 
This case involves an order of the Public Utilities 

Commission of Ohio ("commission"), appellee, approving an 
environmental compliance plan under R.C. Chapter 4913. 
For a complete understanding of the facts giving rise to 
this appeal, a brief introduction to the state and federal 
laws involved is necessary. 

R.C. Chapter 4 913 was enacted by the General Assembly 
in response to Title IV of the federal Clean Air Act 
Amendments of 1990 ("CAAA"), Sections 7651, Title 42, 
U.S.Code. The purpose of the CAAA is to reduce the 
adverse effects of acid deposition from the atmosphere by 
controlling, among other things, emissions of sulfur 
dioxide by electric utilities. Section 7651(a) and (b). 

Compliance with the CAAA is to occur nationwide in 
two phases. In "Phase I," which begins in 1995, certain 
identified electric utility generating plants (Phase I 
affected units) must reduce annual emissions of sulfur 
dioxide to specified levels. Section 7651c. In "Phase 
II," which begins in the year 2000, most other electric 
utility generating units must achieve reductions in sulfur 
dioxide emissions. Section 7651d. 

One of the primary components of the CAAA is the 
establishment of a system of emission "allowances" to 
control the amount of sulfur dioxide emitted from affected 



units on an annual basis. See Section 7651b. Each 
emission "allowance" is a limited authorization allocated 
to an affected unit to emit one ton of sulfur dioxide 
during, or after, the calendar year in which the allowance 
is issued. Section 7651a(3). Under the CAAA, Phase I 
affected units are to be assigned annual allowances equal 
to the number of authorized tons of sulfur dioxide 
emissions. See, generally. Section 76Slb(a)(l). 
Beginning in the year 1995, a Phase I affected unit will 
be required to have an emission allowance for each ton of 
sulfur dioxide emitted from that facility. See Section 
7651c. However, the CAAA provides that emission 
allowances may be transferred among the designated 
representatives of the owners or operators of affected 
sources and any other person who holds such allowances. 
See Section 7651b(b). 

The CAAA does not specify which of a variety of 
possible compliance options are to be employed by an 
electric utility to achieve Phase I emission reductions. 
That matter is apparently left for the utility to decide. 
However, in simplest terms, a utility can meet the Phase I 
requirements of the CAAA at any given Phase I affected 
unit by reducing the amount of sulfur dioxide emitted 
(through, for example, a switch to lower-sulfur coal or 
natural gas, or by installing flue gas desulfurization 
equipment, i.e., "scrubbers"), by acquiring additional 
allowances, or by some combination of these compliance 
strategies. It is also possible for a utility to 
essentially "overcomply" at one or more of its affected 
units (by reducing emissions below the level necessary for 
compliance) and save or "bank" any unused emission 
allowances for use at other Phase I affected units. 

R.C. Chapter 4913 permits an electric light company 
to seek commission review and approval of an environmental 
compliance planl developed by the company to meet the 
requirements of the CAAA at the company's Phase I affected 
units. R.C. 4913.02(A). Pursuant to R.C. 4913.04(A), the 
commission is required to approve a plan that is 
adequately documented if the commission makes all the 
findings listed in R.C. 4913.04(A)(1) through (7), 
including the finding set forth in R.C. 4913.04(A)(2) that 
the plan constitutes "a reasonable and least-cost strategy 
for compliance with the applicable acid rain control 
requirements that is consistent with providing reliable, 
efficient, and economical electric service."2 If the 
commission does not make all the findings listed in R.C. 
4913.04(A)(1) through (7), the commission must disapprove 
the plan. R.C. 4913.04(B). If the commission approves 
the plan of an electric light company that is a public 
utility, the company's decision to implement a compliance 
measure contained in the approved plan is deemed to 
constitute a prudent management decision. See R.C. 
4909.157(A).3 

On April 29, 1992, Ohio Power Company ("Ohio Power"), 
appellee, a subsidiary of American Electric Power Company 
{"AEP"), submitted an application to the commission under 
R.C. 4913.02 seeking review and approval of a least-cost 



plan to comply with the Phase I requirements of the CAAA. 
Ohio Power's environmental compliance plan was based upon 
an AEP system-wide acid rain compliance report.4 In 
accordance with that report, Ohio Power's plan called for 
installing scrubbers at Gavin Units 1 and 2, switching to 
lower-sulfur coal at four other Phase I affected units 
(Kammer Units 1-3 and Muskingum Unit 5), and continuing to 
burn existing coal supplies at Ohio Power's seven 
remaining Phase I affected units (Cardinal Unit 1, 
Muskingum Units 1-4, and Mitchell Units 1 and 2). Under 
the plan, any compliance action to be taken at Cardinal 
Unit 1 and Muskingum Units 1-4 was to be deferred until 
Phase II, at which time Cardinal Unit 1 was to be 
"fuel-switched" from high-sulfur coal to low-sulfur coal 
and Muskingum Units 1-4 were to be fuel-switched from coal 
to natural gas.5 

Ohio Power's plan was supported by a number of case 
studies offered to show that the plan was the least-cost 
strategy for Phase I compliance when viewed in the context 
of the overall AEP system-wide plan. The studies 
evaluated two principal compliance strategies for the 
Gavin power plant, with each study assuming a Phase I 
fuel-switch at Muskingum Unit 5 and Kammer Units 1-3 as 
proposed in Ohio Power's plan. The case studies projected 
the effects on AEP's revenue requirements if Gavin was 
fuel-switched from high-sulfur to low-sulfur coal (Case 1) 
or retrofitted with scrubbers (Case 2); evaluated the 
effects of escalating fuel prices on these options (Case 
IS and 2S); and examined compliance through the sale of 
allowances (Case 3). The studies revealed that, in the 
long run, installing scrubbers at Gavin, as opposed to a 
Gavin fuel-switch, was the least-cost alternative for 
Phase I compliance. 

At a hearing conducted on Ohio Power's plan, 
appellant Sierra Club offered evidence to show that a 
least-cost compliance plan would have included, as an 
additional compliance measure, a Phase I fuel-switch at 
Cardinal Unit 1. Similarly, the commission's staff 
suggested that a fuel-switch at Cardinal Unit 1 and 
Muskingum Units 1-4 at the beginning of Phase I may 
constitute additional cost-effective measures to be 
included in Ohio Power's plan. However, commission staff 
witness Carl R. Evans concluded that Ohio Power's plan to 
install scrubbers at Gavin and to fuel-switch Muskingum 
Unit 5 would constitute part of any least-cost compliance 
plan. 

On rebuttal, Ohio Power offered additional case 
studies to address the concerns of the commission's staff 
that an accelerated fuel-switch at Cardinal Unit 1 and 
Muskingum Units 1-4 could result in an even lower-cost 
compliance plan. Case IE identified the effects of these 
additional compliance measures on the Gavin fuel-switch 
(Case 1) scenario. Case 2E identified the effects of a 
Phase I fuel-switch at Cardinal Unit 1 and Muskingum Units 
1-4 on the Gavin-scrubber (Case 2) scenario. The studies 
revealed that a fuel-switch at Cardinal Unit 1 and 
Muskingum Units 1-4 at the beginning of Phase I might, in 



the long run, moderately reduce AEP revenue requirements 
under the Gavin fuel-switch and Gavin-scrubber cases. 
However, the studies confirmed that installing scrubbers 
at Gavin was the least-cost alternative for Phase I 
compliance whether Cardinal Unit 1 and Muskingum Units 1-4 
were fuel-switched in Phase I or Phase II. 

Ohio Power's witness, Henry W. Fayne, urged that the 
company's compliance strategy should not be changed to 
include a fuel-switch at Cardinal Unit 1 and Muskingum 
Units 1-4 in Phase I. Fayne testified that there were 
increased risks and uncertainties associated with an 
earlier fuel-switch at these facilities, and that an 
earlier fuel-switch would necessitate closure of 
company-affiliated mines, resulting in the loss of a 
significant number of Ohio jobs. Moreover, Fayne 
testified that Ohio Power would already be overcomplying 
with the federal law in Phase I and, therefore, additional 
Phase I compliance strategies were unnecessary for Ohio 
Power. Fayne also cautioned that according to company 
studies, a Phase I fuel-switch at Cardinal Unit 1 and 
Muskingum Units 1-4 would not necessarily be less costly 
for Ohio Power customers. 

During the pendency of the case, a stipulation was 
entered into in a companion electric fuel component case, 
which stipulation has been challenged on appeal. See 
Indus. Energy Consumers of Ohio Power Co. v. Pub. Util. 
Comm. (1994), Ohio St.3d , N.E.2d . This 
stipulation, among other things, set a predetermined price 
for calculating Ohio Power's electric fuel component rate 
for all coal burned at Gavin, Muskingum, Mitchell and 
Cardinal for a three-year period; set a "station cap" for 
the cost of coal burned at Gavin; and "capped" the c o s t s 
for which Ohio Power could seek recovery in connection 
with the installation of scrubbers at Gavin. As a result 
of this stipulation, a further case study was generated to 
show the effect of the stipulation on Ohio Power's plan. 
That study (Case 2CS) showed that the stipulation would 
further reduce AEP revenue requirements in the Case 2 
scenario, making the installation of scrubbers at Gavin an 
even more cost-effective compliance option. However, Case 
2CS was merely a variation of Case 2 and, thus, it also 
assumed that Cardinal Unit 1 and Muskingum Units 1-4 would 
be fuel-switched at the beginning of Phase II. 

In an order dated November 25, 1992, the commission 
found that Ohio Power's environmental compliance plan 
which incorporated the effects of the stipulation in the 
electric fuel component proceeding -- Case 2CS -- was a 
reasonable and least-cost strategy for compliance with the 
CAAA. The commission determined that the next least-cost 
strategy was represented in Case 2, which study also 
assumed that Gavin would be retrofitted with scrubbers. 
Additionally, the commission found that a Phase I 
fuel-switch at Cardinal Unit 1, if carried out, would 
constitute a further "least-cost measure" to be undertaken 
by Ohio Power. In this regard, the commission suggested 
that Ohio Power prepare to fuel-switch Cardinal Unit 1 in 
Phase I, and that Ohio Power designate Conesville Unit 4 



(another AEP Phase I affected unit) and Muskingum Units 
1-4 as "transfer units." The commission found that Ohio 
Power's plan was adequately documented, and specifically 
determined that all seven factors listed in R.C. 
4913.04(A) had been satisfied. However, the commission's 
order was unclear as to whether Ohio Power's plan had been 
approved as filed, or whether the plan had been modified 
by a required Phase I fuel-switch at Cardinal. 

Industrial Energy Consumers of Ohio Power Company 
("lEC") and the Sierra Club, appellants, applied for 
rehearing. In an entry denying rehearing, the commission 
stated that Ohio Power's plan had been approved as filed, 
and that the commission had only "strongly suggested" that 
Ohio Power take steps to have Cardinal available for 
fuel-switching in Phase I while designating Conesville 
Unit 4 and Muskingum Units 1-4 as transfer units. The 
commission also stated that it would expect Ohio Power in 
subsequent fuel cases "to demonstrate a reduced revenue 
requirement at least equal to the total revenue 
requirement benefit identified in this case resulting from 
a Cardinal fuel switch * * *." 

The cause is now before this court upon an appeal as 
of right. 

Emens, Kegler, Brown, Hill & Ritter, Samuel C. 
Randazzo, Richard p. Rosenberry and Denise C. Clayton, for 
appellant Industrial Energy Consumers of the Ohio Power 
Company. 

Hahn, Loeser & Parks, Janine L. Migden and Maureen R. 
Grady, for intervening appellant Sierra Club. 

Lee Fisher, Attorney General, James B. Gainer, Thomas 
W. McNamee and Craig S. Myers, Assistant Attorneys 
General, for appellee commission. 

Edward J. Brady, Kevin F. Duffy and Richard Cohen, 
for intervening appellee Ohio Power Company. 

Douglas, J. The primary issue which has been 
properly raised in this appeal is whether the commission 
approved an environmental compliance plan that was not 
least-cost, thereby constituting a violation of R.C. 
4913.04. For the reasons that follow, we decline to 
disturb the commission's determination approving Ohio 
Power's plan. Accordingly, we affirm the commission's 
order. 

I 
To begin our discussion, we note that this court is 

ordinarily called upon to review commission decisions 
involving ratemaking. Although the case before us 
obviously affects rates (as is true with virtually 
everything the commission does), we are confronted here 
with a decision of the commission which ventures into the 
field of policymaking concerning the best and least-cost 
way for a utility to comply with the CAAA. While the 
standard of review remains the same (to wit: the 
"unlawful or unreasonable" standard specified in R.C. 
4903.13), we nevertheless recognize that in reviewing such 
determinations, we are being called upon not only to 



review the lawfulness of the commission's order, but also 
to review its wisdom in reaching its conclusions. Because 
such a review could tend to also place this court in the 
policymaking arena, we continue our policy of not 
second-guessing the commission in its fundamental 
determinations which are not unlawful or unreasonable. We 
are cognizant of the fact that our decision in this case 
has significant implications concerning the continued 
viability of Ohio's high-sulfur coal mining industry, but 
our judgment is based strictly on the CAAA and the 
commission's prerogatives in approving a least-cost 
environmental compliance plan which satisfies the 
requirements of the federal law. 

II 
Ohio Power's environmental compliance plan was 

submitted to the commission for review and approval in the 
context of the overall AEP system-wide compliance plan. 
While we recognize that this was necessary for purposes of 
evaluating the Ohio Power plan, it is important to realize 
that only Ohio Power's plan for compliance with the CAAA 
is at issue in this case. The commission's order and the 
arguments of the parties, both for and against the 
commission's ultimate determination, are less than a model 
of clarity, but that may be driven by the fact that the 
information being reviewed, the federal and state laws and 
the reports, studies and expert testimony, is voluminous 
and very technical. Nevertheless, it is apparent to us 
what the commission sought to do in this case, and we find 
that the commission's order is neither unlawful nor 
unreasonable. 

Ill 
Pursuant to R.C. 4913.04(A), the commission was 

required to make a number of findings in approving Ohio 
Power's plan. The specific commission finding, around 
which the present controversy swirls, is that Ohio Power's 
plan constitutes a reasonable and least-cost strategy for 
compliance with the Phase I acid rain control requirements 
of the CAAA. R.C. 4913.04(A) provides, in pertinent part: 

"[T]he public utilities commission shall issue an 
order approving a proposed environmental compliance plan 
submitted by an electric light company under section 
4913.02 of the Revised Code, and the estimated costs of 
and schedule for implementing the plan, only if the 
commission finds that the plan is adequately documented 
and makes all of the following findings regarding the plan: 

II * * * 

"(2) The plan constitutes a reasonable and 
least-cost strategy for compliance with the applicable * * 
* [Phase I acid rain control requirements of the CAAA] 
that is consistent with providing reliable, efficient, and 
economical electric service. Least-cost shall be measured 
over the period of both the Phase I and Phase II acid rain 
control requirements under * * * [the CAAA]." 

By far the most significant issue litigated at the 
commission level involved the question whether it would be 
more cost effective to fuel-switch or to install scrubbers 
at Ohio Power's Gavin plant. The Gavin power plant is the 



single largest emitter of sulfur dioxide in the entire AEP 
system and represents a significant portion of the AEP 
system capacity. For this reason, among others, the Phase 
I compliance action to be taken at Gavin was the 
cornerstone of the AEP system-wide acid rain compliance 
plan upon which Ohio Power's plan was based. 

In a detailed and comprehensive decision, the 
commission determined that Ohio Power's plan to install 
scrubbers at Gavin was the least-cost alternative for 
Phase I compliance. Under the applicable standard of 
review, we will not reverse the commission's decision as 
to questions of fact where sufficient probative evidence 
is contained in the record to show that the commission's 
decision is not manifestly against the weight of the 
evidence and is not so clearly unsupported by the record 
as to show misapprehension, mistake, or willful disregard 
of duty. See MCI Telecommunications Corp. v. Pub. Util. 
Comm. (1988), 38 Ohio St.3d 266, 268, 527 N.E.2d 777, 780. 

Ohio Power's case studies showed that on an 
eighteen-year net present value basis, AEP's revenue 
requirements under the plan to install scrubbers at Gavin 
(Case 2) was an estimated $121 million less than the 
estimated revenue requirements for the Gavin fuel-switch 
(Case 1) alternative. Further, if low-sulfur coal costs 
were to escalate more rapidly, and high-sulfur coal more 
slowly, than was assumed in Cases 1 and 2, the estimated 
revenue requirements under the Gavin-scrubber plan were 
shown to be $244 million less than the Gavin fuel-switch 
alternative (Case IS compared to Case 2S). Moreover, when 
Ohio Power's plan was considered in light of the 
stipulation entered into in the electric fuel component 
proceeding (Case 2CS), installing scrubbers at Gavin was 
shown to be an even less costly compliance measure than 
had been projected in Case 2. This evidence and more 
contained in the record supports the commission's factual 
determination under R.C. 4913.04(A)(2) that Ohio Power's 
proposal to install scrubbers at Gavin was an integral 
part of a reasonable and least-cost plan for Phase I 
compliance. 

Nevertheless, appellants contend that the evidence in 
this case establishes that had Ohio Power's plan also 
included a Phase I fuel-switch at Cardinal Unit 1 and 
Muskingum Units 1-4, that plan would further reduce 
compliance costs for the AEP system. On this basis, 
appellants urge that the commission's finding under R.C. 
4913.04(A)(2) was unlawful since the plan approved by the 
commission did not provide for a Phase I fuel-switch at 
Cardinal Unit 1 and Muskingum Units 1-4 and, thus, the 
plan did not constitute the least-cost compliance 
strategy. Our response to appellants' arguments is 
threefold. 

First, R.C. 4913.04(A)(2) requires a finding that an 
environmental compliance plan constitutes a reasonable and 
least-cost strategy for compliance with the Phase I acid 
rain control requirements of the CAAA. The evidence in 
this case is in conflict as to the reasonableness of 
requiring a fuel-switch at Cardinal Unit 1 and Muskingum 



Units 1-4 in Phase I. The evidence shows that such 
additional compliance strategies are unnecessary for Ohio 
Power, which will already be substantially overcomplying 
with the applicable federal mandates in Phase I. Further, 
a question remains as to whether a Phase I fuel-switch at 
these facilities would, in fact, be a least-cost strategy 
for Ohio Power. The commission chose not to disturb the 
company's decision to delay compliance action at these 
facilities. As in rate cases, it is not our job to 
question the wisdom of the commission on matters such as 
this, where the commission has made a determination on a 
fairly debatable issue within its expertise and 
understanding. See, generally, AT&T Communications of 
Ohio, Inc. V. Pub. Util. Comm. (1990), 51 Ohio St.3d 150, 
154, 555 N.E.2d 288, 292-293. 

Second, we are extremely skeptical of an 
interpretation of R.C. 4913.04(A)(2) that would make 
commission approval of an environmental compliance plan 
contingent upon the company's having proposed to undertake 
every cost-efficient compliance action possible, 
regardless whether such action is necessary for the 
company to achieve compliance with the CAAA. In our 
judgment, the question to be answered under R.C. 
4913.04(A)(2) is whether the compliance measures chosen by 
the company are the least-cost measures to bring the 
company into Phase I compliance. For the commission or 
this court to interpret R.C. 4913.04(A)(2) as requiring 
disapproval of a plan that satisfies the minimum 
requirements of the federal law in a least-cost manner, on 
the basis that it may be more cost-efficient for the 
company to take additional compliance action during Phase 
I, would be to subject those affected by the CAAA to even 
more burdensome requirements than have already been 
exacted by virtue of the federal law. In the case at bar, 
the record is clear that Ohio Power will be able to 
achieve compliance with the applicable federal mandates by 
installing scrubbers at Gavin alone. As we have 
indicated, the commission's finding that installing 
scrubbers at Gavin is a reasonable and least-cost 
compliance strategy is a factual determination which we 
will not disturb, given the standard by which such a 
determination must be judged. 

Third, and finally, even if we were to assume that 
the commission erred in approving the plan because of the 
Cardinal/Muskingum fuel-switch controversy, we would 
nevertheless find that appellants have not been prejudiced 
by the commission's decision. In its order, the 
commission apparently considered Ohio Power's proposal to 
delay the fuel-switch at Cardinal Unit 1 and Muskingum 
Units 1-4 as a "scheduling" issue involving implementation 
of the plan. The commission apparently sought to approve 
Ohio Power's plan to fuel-switch Cardinal Unit 1 and 
Muskingum Units 1-4, but to defer final judgment on the 
scheduling/timing of the fuel-switch at these facilities. 
In this regard, counsel for the commission has suggested 
that Ohio Power's plan to delay compliance action at 
Cardinal Unit 1 and Muskingum Units 1-4 may be considered 



by the commission in its two-year review of the plan under 
R.C. 4913.05, Counsel for the commission also suggests 
that since Ohio Power could achieve Phase I emission 
reductions by installing scrubbers at Gavin alone, the 
R.C. 4909.157(A) "prudence" protection associated with 
commission approval of an environmental compliance plan 
does not extend to Ohio Power's decision to delay a 
fuel-switch at Cardinal Unit 1 and Muskingum Units 1-4. 

In its brief, Ohio Power argues, among other things, 
that since a Phase I fuel-switch at Cardinal Unit 1 and 
Muskingum Units 1-4 is unnecessary for Ohio Power to meet 
the Phase I requirements of the CAAA, such compliance 
measures were arguably beyond the proper scope of the 
commission's inquiry in this case. Thus, Ohio Power 
apparently agrees that the commission's approval of the 
plan did not extend any protections to Ohio Power with 
respect to the company's proposal to delay compliance 
action at Cardinal Unit 1 and Muskingum Units 1-4. Ohio 
Power's position on this issue was further clarified at 
oral argument, where Ohio Power conceded that it will be 
willing to do whatever the commission requests at the 
two-year review of the plan which is shown to be prudent 
and least-cost with respect to the implementation of 
compliance measures at Cardinal Unit 1 and Muskingum Units 
1-4. 

Under these circumstances, even if we were to 
conclude that Ohio Power's plan was not least-cost, we 
would nevertheless find that appellants have not been 
harmed by the commission's approval of the plan. At the 
R.C. 4913.05 review, appellants will be able to voice 
their concerns regarding the scheduling/implementation of 
the fuel-switch at Cardinal Unit 1 and Muskingum Units 
1-4. Additionally, we note that in its entry denying 
rehearing, the commission "strongly suggested" that Ohio 
Power prepare to fuel-switch Cardinal Unit 1 in Phase I 
while designating Muskingum Units 1-4 as transfer units. 
The commission has indicated, in no uncertain terms, that 
it intends to enforce compliance with its order to ensure 
cost-effective implementation of the plan. With 
mechanisms peculiar to and within its control, the 
commission will almost certainly be able to make its 
"suggestions" much more than that. 

IV 
Appellants also challenge the commission's finding 

that Ohio Power's plan was adequately documented. 
However, we find that the record does not support 
appellants' contentions. Although the plan may not have 
been documented to the degree appellants would have 
preferred, we have no quarrel with the commission in this 
regard. Appellants also contend that the commission erred 
in failing to address certain issues raised in their 
application for rehearing. However, on the basis of the 
record before us, we are unable to conclude that the 
commission's decision would have been any different had 
the arguments raised by appellants been addressed. 
Appellants also suggest that the commission's decision 
must be reversed if the stipulation at issue in Indus. 



Energy Consumers of Ohio Power Co. v. Pub. Util. Comm. 
(1994), Ohio St.3d , N.E.2d , is found to be 
unlawful. However, in that case, we upheld the validity 
of the stipulation. 

Appellant lEC further challenges the commission's 
decision, claiming that Ohio Power and/or the commission 
unlawfully modified the proposed plan. We find no support 
for this proposition in the record. Ohio Power's plan 
called for installing scrubbers at Gavin, switching to 
lower-sulfur coal at Muskingum Unit 5 and Kammer Units 
1-3, and continuing to burn existing fuel supplies at Ohio 
Power's remaining Phase I affected units. The plan 
proposed by Ohio Power was based upon the AEP system-wide 
compliance strategy which included provisions for a Phase 
II fuel-switch at Cardinal Unit 1 and Muskingum Units 
1-4. Throughout the entire proceeding, Ohio Power's 
compliance strategy remained unchanged. Thus, no 
modification occurred. Additionally, with regard to the 
commission's alleged modification of the plan, the 
commission specifically stated in its entry denying 
rehearing that Ohio Power's plan had been approved as 
filed. Furthermore, even if the commission did modify the 
plan by requiring a Phase I fuel-switch at Cardinal Unit 
1, that is precisely what lEC has suggested would have 
resulted in a least-cost plan. Thus, lEC would not have 
been prejudiced by the alleged modification. 

Finally, appellants raise a number of arguments 
concerning the constitutionality of Am.Sub.S.B. No. 143, 
144 Ohio Laws, Part I, 817, the legislation which enacted, 
inter alia, R.C. Chapter 4913. Appellants claim that 
Am.Sub.S.B. No. 143, through its various provisions, 
creates a preference for Ohio high-sulfur coal, 
discriminates against out-of-state low-sulfur coal 
suppliers, and, thus, violates the Commerce Clause of the 
United States Constitution. However, we find that 
appellants lack standing to challenge the 
constitutionality of this legislation. 

In Palazzi v. Estate of Gardner (1987), 32 Ohio St.3d 
169, 512 N.E.2d 971, syllabus, this court held that: 

"The constitutionality of a state statute may not be 
brought into question by one who is not within the class 
against whom the operation of the statute is alleged to 
have been unconstitutionally applied and who has not been 
injured by its alleged unconstitutional provision." 

The class against whom Am.Sub.S.B. No. 143 is alleged 
to be unconstitutionally applied is out-of-state coal 
suppliers. Appellants are not members of that class. 
Moreover, appellants have failed to demonstrate, to our 
satisfaction, that they have been injured by the 
provisions of the legislation which are alleged to be 
unconstitutional. Insofar as appellants lack standing to 
challenge the constitutionality of Am.Sub.S.B. No. 143, it 
would be wholly inappropriate at this time to make any 
further comment on the issue. 

V 
For the foregoing reasons, we affirm the commission's 

order approving Ohio Power's environmental compliance plan. 



Order affirmed. 
Moyer, C.J., A.W. Sweeney, Resnick, F.E. Sweeney and 

Pfeifer, JJ., concur. 
Fain, J., dissents. 
Mike Fain, J., of the Second Appellate District, 

sitting for Wright, J. 
FOOTNOTES: 
1 "Environmental compliance plan" is defined in R.C. 
4913.01(B) to mean "a plan developed by an electric light 
company to comply with the acid rain control requirements 
at all generating facilities owned by the company that are 
affected by the Phase I acid rain control requirements." 
2 "Acid rain control requirements" is defined in R.C. 
4913.01(D) to mean the Phase I acid rain control 
requirements of the CAAA. 
3 R.C 4909.157(A) provides that after the commission 
has approved an environmental compliance plan under R.C. 
Chapter 4913, the commission cannot reconsider the 
approval of the plan or the appropriateness or prudence of 
any compliance measure contained therein, except as 
otherwise provided in R.C. 4913.05 or 4913.06. R.C. 
4913.05 mandates that the commission must review a plan 
which has been approved under R.C. 4913.04 between two and 
two and one-half years after the approval, or earlier in 
the event of an extraordinary change of circumstances. 
R.C. 4913.06 permits an electric light company to seek 
review and approval of a modified plan. However, nothing 
in R.C. 4909.157(A) limits the commission's authority 
under R.C. Chapters 4901, 4903, 4905 or 4909 to examine 
the management policies and practices of an electric light 
company that is a public utility in implementing a 
compliance measure contained in an approved plan or to 
examine the costs incurred by the company for implementing 
any such compliance measure. R.C 4909.157(B). Nor do the 
provisions of R.C. 4909.157(A) limit the commission's 
authority under R.C. Chapters 4901, 4903, 4905 or 4909 to 
examine the company's fuel procurement policies and 
practices. R.C. 4909.157(C). 
4 In that report, AEP developed a least-cost strategy 
for Phase I compliance for the AEP system. The AEP 
"system" includes electric utilities which service 
customers in parts of Ohio and other states. In 
formulating its least-cost compliance strategy, AEP 
determined the compliance options for each Phase I 
affected electric utility generating unit within the 
system and ranked those options in terms of cost 
effectiveness, i.e., cost per ton of sulfur dioxide 
removed. The options were then selected in order of 
increasing cost per ton until compliance was achieved. 
Specifically, compliance strategies with a cost 
effectiveness of less than four hundred dollars per ton 
were selected for implementation to meet the Phase I 
requirements of the CAAA, with the exception of Ohio 
Power's Cardinal Unit 1. The compliance measure deemed 
applicable to that unit (fuel-switching from high-sulfur 
coal to low-sulfur coal) was deferred until Phase II. The 
AEP report concluded that the least-cost compliance 



strategy for the AEP system would include installation of 
scrubbers at Ohio Power's Gavin Units 1 and 2, a 
fuel-switch at Ohio Power's Muskingum Unit 5 from 
high-sulfur coal to low-sulfur coal, and a fuel-switch at 
Ohio Power's Kammer Units 1-3 from high-sulfur coal to 
moderate-sulfur coal. 
5 According to the AEP report, the decision to delay 
compliance action at Cardinal Unit 1 was made because 
implementing a fuel-switch at that unit would be the 
highest-cost option for Ohio jurisdictional customers, 
when Ohio Power would already be overcomplying with the 
federal law on a "stand-alone" basis. Further, a 
fuel-switch at Cardinal Unit 1 would necessitate closure 
of a company-affiliated mine. 
Indus. Energy Consumers v. Pub. Util. Comm. 

Fain, J., dissenting. The majority opinion is an 
admirably practical way of dealing with an admittedly 
difficult problem, but I cannot read R.C. 4913.04(A)(2) in 
the same way. That provision requires that a plan for 
complying with the federal Clean Air Act Amendments of 
1990, in order to be approved by the Public Utilities 
Commission, must, among other requirements, constitute "a 
reasonable and least-cost strategy for compliance with the 
applicable acid rain control requirements that is 
consistent with providing reliable, efficient, and 
economical electric service." Once a plan has been 
approved, a utility's implementation of the plan is 
declared by statute to be a prudent management decision 
for rate-making purposes, R.C. 4909.157(A). 

Although Ohio Power's plan called for switching from 
high-sulfur coal at several locations when Phase I of the 
federal Act begins in 1995, and also for using scrubbers 
at the Gavin locations at that time, the plan for several 
other locations called for no changes until Phase II, in 
2000. Ohio Power has never sought to modify its plan. 

There may have been conflicting evidence as to 
whether the alternative strategy of switching to 
low-Bulfur coal or natural gas at the other locations 
(Cardinal Unit I and Muskingum Units 1-4) in 1995 would 
cost less than waiting until 2000 to do so, but the fact 
is that the commission found that the earlier fuel switch 
at those locations would cost less, and there is evidence 
in the record to support that finding. 

In view of the commission's finding that a strategy 
of switching to low-sulfur fuels at the other locations in 
1995, rather than waiting until 2000 to do so, would cost 
significantly less, I cannot conclude that the plan 
actually submitted by Ohio Power is a "reasonable and 
least-cost strategy" for compliance with applicable acid 
rain control requirements. It may lie within the universe 
of all "reasonable" strategies for compliance, but it is 
not "least-cost," and the requirement is in the 
conjunctive. 

I would reverse the commission's approval of the plan 
submitted by Ohio Power, and remand this matter to the 
commission, which could, and should, encourage Ohio Power 
to modify its plan to provide for earlier fuel switches at 



Cardinal Unit I and Muskingum Units 1-4 
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SUPPLEMENTAL DIRECT TESTIMONY OF SCOTT E. ALBERTSON 

1 INTRODUCTION 

2 Q. Please stale your name and bueiness address. 

3 A. Scott E. Altjertson 

4 One Vectren Square 

5 Evansville, Indiana 47708 

6 Q. Are you the same Scott E. Albertson who previously filed direct 

7 testimony and exhibits In these cases? 

8 A. Yes. I provided testmiony and exhibits to support the derivation of the 

9 DRR charges, bill impacts and the DRR tarifF sheet. 

What is the purpose of your supplemental direct testimony In these 

proceedings? 

The purpose of my supplemental direct testimony is to address the 

changes in proposed DRR charges, along with associated bill impacts and 

a revised tariff sheet, reflecting the change in the DRR revenue 

requirement sponsored by VEDO witness Janice M. Barrett. 

What exhibits are atteched to your supplemental direct testimony? 

The following exhibits are attached to my supplemental testimony: 

Exhibit No. SEA-S1. Pages 1 through 5 - DRR - Derivation of Charges; 

Exhibit No. SEA-S2, Page 1 of 1 - DRR -Tariff Sheet; and 

Exhibit No. SEA-S3, Page 1 of 1 - DRR - >^nual Residential Customer 

<Cai554:) 
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22 

Q. 

A. 

Q-

A. 

1 Bill Impact. 

2 EXPLANATION OF CHANGES 

Please explain Exhibit No. SEA-SI. 

Exhibit No. SEA-SI. Pages 1. 3, and 4 have been revised to reflect the 

modification of the DRR revenue requirement as discussed by VEDO 

witness Janice M. Ban^ett. The DRR revenue requirement is shown on 

Page 1 of 5, Line 8. The reduction to the DRR revenue requirement 

results In a slight reduction in dollars allocated to each rate schedule, but 

not the allocation factors themselves (as shown on Exhibit No. SEA-S1. 

Page 2 of 5). Although Page 2 does not change with this supplemental 

filing, it is included herein to avoid confusion. 

IDoes Exhibit No. SEA-SI contain any other changes? 

The allocation factors shown on Page 5 of 5 have been revised to reflect 

the DRR revenue requirement. The allocation of recoveries to speciftc 

months is a function of the dollars recovered volunf)^cally versus those 

recovered through a flxed change per customer. Because the DRR 

revenue requirement is allocated differently for mains and service lines 

costs, when the revenue requirement for each is modified, the reciting 

recoveries, which are volume-dependent, and those which are customer-

dependent, vary slightly. This drives a change in the monthly allocation 

factors shown on page 5. As explained in my direct testimony in these 

proceedings, this schedule is used as the basis for detemiining the 

<C31564:> 
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1 recovery variance in future DRR filings. 

2 Q. What is the resulting change in the monthly charge per residential 

3 customer? 

4 A. The proposed DRR charge for residential customers has changed from 

5 $0.66 per customer per month to $0.65 per oistomer per month. 

6 Q. What other changes have been ntade to your exhibits as a result of 

7 the new DRR revenue requirement? 

a A. Exhibit No. SEA-S2 is the proposed DRR tariff sheet reflectir^ the revised 

9 DRR charges. Exhibit No. SEA-S3 illustrates the associated annual 

10 residential bill impact, which has decree^ed from $7.92 to $7.80 per 

11 customer. 

12 Q. Are there any other changes to your exhibits as a result of the new 

13 DRR revenue requirement? 

14 A. No, 

15 CONCLUSION 

16 Q. Does this conclude your supplemental direct testimony? 

17 A. Yes, it does. 

{C31554: ] 
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PO^BlOfS 

VECTREN ENERGY DEUVERY OF CmiO 
OSTRtBUTION REPUCEMENT RIDER 

IJBWATtON OF raURGES 

Lln& 

1 

2 
3 
4 

5 

e 

7 

8 

Rata 

ssiaaam 

310/311/315 

32(V3Zl/325 

Oroup 2 & 3 

341 

34S 

360 

Total (a) 

(A) 
iMakw 

Allocatod DRR 
Revenuft 

S40O,616 

$1ft2.3T4 

$30 

¥40.001 

$59,642 

$B51,463 

Servioe Unes 
AlocatodDRR 

Rewmue 

$1,84e.01B 

»307.3ai 

J49 

nfiir 

$4j : i3 

S2.167,095 

Total DRR 
Revenue 

(A) + (B) 

S2.24S.93S 

$48&.6r« 
$1»,«W (e) 
«33»,986 (e) 

<79 

«4&,S17 

«62.7&5 

$2,818,558 > 

(P) 

Curtomer 

287.77S 

1B.114 

2 

PiopoaedDRR 
perCuslonter 

(Cv<oyi2 

90.66 

V L U 

$3.27 

Annual 
VolijnwftM 

?'4,Sl2.2ar7 

41.337.001 

53,763.331 

Piopoeed 
nRF^p^Ccf 

iCWF) 

¥000446 

«0.0012D 

$0.00117 

(a) Revenue requliement nron Exhltdt No. JMB-SI 
(b} Rellects revenue fequlrement nwMplied by olocetlon factoni ftiund on EicNbt No. SEA-Si, Page 2 
(c) A v ^ g a customer count ror CY 2009 
(d) 2010 Budget Volumes 
(s) Ffom Exhibit No. SEA-SI, Page 3 

http://S2.24S.93S


VECTREN ENERGY DELIVERY OF OHIO 
DISTRIBUTIOH REPLACEMENT RIDER 

RATE SCHEDULE ALLOCATION FACTORS 

ExtittA No. SEA-SI 
PogeZofd 

ine 

1 

2 

3 

4 

5 

5 

Rale 
Schedule 

3ioraiioi5 

320/321/325 

341 

345 

360 

Descripttoft 

Residential DSS/SCO/Tronsportatlon 

General Service DSS/SCOminsportsllon 

Duet Fuel 

Large General Trensportrtfon 

Large Volume Transportatlun 

Total 

Maine 
Alocation 

61460% 

23.390% 

0.005% 

6.140% 

8.986% 

SaniceUift 
Aloci«on 
Fattonib\ 

(%) 

85.184% 

14.160% 

0.002% 

0.439% 

0.194% 

100 QOQ^ 

(a) Mains Altocetion Factor as presented in Caee No. 07-1080^3A-AIR 
(b) Service Unes ARocation Factor as presented in Case Nô  07-1O8O-GAAIR 



Exhibit No. SEA^I 
Pa9e3ofS 

VECTREN ENEROY DELIVERY OF OHIO 
OrSTKIBUnON REPUCEMENT RIDER 

ALLOCATION OF REVENUE REQUIREIIIB4T - RATES 320,321 AND 326 

LiDs Description 

1 Proposed DRF<-Rate 310/311/315 

2 Proposed DRR - Rale 320/321/325 • Croup 1 

3 Cusiomef Count - Group 1 

4 Revemie Requirement - Group 1 (1) 

fi Revenue Requirement • Total 320/321/325 

6 Revenue Requirement - Group 2 & 3 (1) 

Amquqt 

$0.65 Per Month 

$0.65 Par Month 

16.114 

$125^69 

$450.675 

$333.986_ 

E}(hi}lt No. SEA-SI. Pagel 

UnelU 

ExhJbll No. SEA^I . Page 1 

llnB[2)xUne 1^x12 

ExNbit No. SEA-SI. Pagel 

Llne[5]-UraHl 

Notes: 
(1) lo Bxtam No. SEA-SI, Page 1 



ExNbUNaSEMil 
Page 4 of 5 

VECTREN ENEROnr DEUVERY OF OHK) 
DIBTRIBUTION REPLACBHENT RIDSt 

RATE 3CHEDU£ BILL IMPACTS 

tm 
Rtt6 

Schadiite 

310/311 

316 

320021 

325 

341 

M5 

360 

TottI 

(A) 

PK«^.BfiBfggflLiti 

3173,803,267 

$2d.340.SS5 

$63.a0».4«7 

$7,066,433 

$20,339 

37.G»(.»1 

$6,603,932 

$282,749,244 

<B) 

PravkNJsDRR 

to 

$0 

$0 

$0 

so 

90 

SO 

40 

(C) 

Cunent DRR 

$1,676,246 

$671,286 

$3SS.60& 

$137,066 

$79 

$49,517 

$62,766 

$2,816,85$ 

(D) 

I f i c rwvwM ORR 

iCMB) 

91.674.246 

$671,266 

53^609 

$1*7.06$ 

$79 

$49,617 

$62,756 

$2JH8,55B 

(^ 

SfclTffiMaae 
<DV(A) 

Q.$11fc 

2.76% 

0.61% 

ijasK, 

0.3«iK 

0.64% 

0.95% 

1.00% 

(d> 

W(d) 

W 

(WW 

(»»(•) 

(b}fi) 

(8> "Hivelvfe monlhi ending December 31,2009 
(b) Does hd Inokids gas ooats 
(c> Figm ̂ (NUt No. SEA-S1. Page 2 
(d) C unwt wvenues ealoifllad aa unM nto tirrwa Nimbar of nntamari 
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VECTREN ENERGY DEUVERY OF OHIO 
DISTRIBUTION REPLACEMENT RIDER 

DETERMINATION OF APPROVED RECOVERIES 
BY CALENDAR MONTH 

Exhibit No. SEA-S1 
Page 5 of 5 

<A) (B) <C) 

Line 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Month 

September-ID 

Odober-10 

November-10 

December-10 

Subtotal (To Second Aniuial DRR Filing) 

January-11 

February-11 

March-11 

April-11 

May-11 

June-11 

July-H 

August-11 

Subtotal (To Third Annual DRR Filing) 

Allocfftion 
Factor (1) 

7.44% 

7.94% 

8.61% 

9.52% 

9.95% 

9.40% 

9.03% 

8.03% 

7.68% 

7.50% 

7.46% 

7.45% 

Approved 
Recoveries (2) 

$209,719 

$223,786 

$242,644 

$208,230 

$944,379 

$280,398 

$264,934 

$254,527 

$226,215 

$216,453 

$211,363 

$210,374 

$209,914 

$1,874,179 

(1) Based on manthiy volumes / custonner count (as applicable) as a percerttage of annual, in 2010 Budget. 
(2) Allocation Factor in Column B times total revenue requirement 



ExhibH No. SEArS2 
Page 1 of 1 

VECTREN ENERGY DELIVERY OF OHIO, INC. Sheet No. 46 
Tariff for Gas Senrice Fourth Revised Page 2 of 2 
P.U.CO. No. 3 Cancels Third Revised Page 2 of 2 

DISTRIBUTION REPLACEMENT RIDER 

DISTItlBtmQN REPLACEMENT RIDER CHARGE 
The charges for the respective Rate Schedules are: 

RataSchedulft SPerMonitt $ Par Ccf 
3-^0.31-^ and 315 $0.66 
320.321 and 325 (Group 1) $0.65 
320.321 and 325 (Group 2 and 3) $0.00448 
341 $3.27 
345 $0,001^ 
360 $D.O0117 

Fil^d pursuant to the Rndina and Order dated in Case No. of tha Public 
Utilities Commrssion of Ohid-

issued: Issued by: Jerroid L. Ulrey, Vice President Effective: 



Exhibit No. SEA-S3 
Page 1 of 1 

VECTREN ENERGY DELIVERY OF OHIO 
DISTRIBUTION REPLACEMENT RIDER 

ANNUAL RESIDENTIAL CUSTOMER BILL NIAPACT 

Une 

1 Proposed Residential DRR Per Customer Per Month $0.65 

2 Months 12_ 

3 Annual Bill Impact $7.80 
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SUPPLEMENTAL DIRECT TESTIMONY OF JANICE M. BARRETT 

1 INTRODUCTION 

2 Q. Please state your name and bualness address. 

3 A. Jank^e M. Banett. One Vectren Square, Evansville, Indiana 47708. 

4 Q. Are you the same Janice M. Barrett who previousty filed direct 

5 testimony in these cases? 

6 A. Yes. In addition to direct testimony, I abo sponsored eight (8) exhibits, 

7 which calculated and/or supported the revenue requirement for VEDO's 

8 Distribution Replacement Rider ("DRR"). 

9 Q. What IS the purpose of your supplemental direct testimony In these 

10 proceedings? 

11 A. The purpose of my supplemental direct testimony is to discuss the overall 

12 reduction of VEDO's DRR revenue requirement by $57,453. This minor 

13 reduction represents primarily an update of estimates to actual amounts for 

14 retirements and other minor corrections, VEDO has also included the 

15 amortization of post in service canying costs, which was not in VEDO's 

16 original DRR filing. The revenue requirement adjustments are summarized 

17 on Exhibit No. JMB-S5. 

18 Q. In addition to Exhibit No. JMB-S5, what exhibits are attached to your 

19 supplemental direct testimony? 

20 A. The following exhibits are attached to my supplemental direct testinrK>ny as 

{C31550:> 

Barrett Supplemental Direct Testimony 1 



1 support for ttie revenue requirement reductions described on Exhibit No. 

2 JMB-S5: 

3 Exhibit No. JMB-SI - Summary of DRR Revenue Requirement 

4 Exhibit No. JMB-S2 - Revenue Requirement for Main Replacement 

5 Program 

6 Exhibit No. JMB-S2a - Annualized Property Tax Expense fbr Main 

7 Replacwnent Program 

8 Exhibit No. JMB-S2b - Deferred Taxes on LOberalized Depreciation for 

9 Main Replacement Program 

10 Exhibit No. JMB-S3 - Revenue Requirement for Service Line and Riser 

11 Replacement Programs 

12 Exhibit No. JMB-S3a - Annualiased Property Tax Expense for Service Line 

13 and Riser Replacement Programs 

14 Exhibit No. JMB-S3b - Defened Taxes on Liberalized Depreciation for 

15 Service Line and Riser Replacement Programs 

16 Exhibit No. JMF-S6 - Incremental Servke Line Responsibility CapttaJ 

17 Costs 

18 Q. Was Exhibit No. JMB-4 impacted by the calculation of the ravised 

19 DRR revenue requirement? 

20 A. No. 

{031560: J 
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1 EXPLANATION OF EXHIBITS 

2 Q. Please explain Exhibit No. JMB-S5. 

3 A. Exhibit No. JMB-S5 summarizes the adjustments to ttie mains and seivk:e 

4 line revenue requirements on Exhibit Nos. JMB-S2 through JMB-S3b. 

5 Q. Please explain Lines 2 - 5 of Exhibit No. JMB-S5. 

6 A. VEDO is requesting an increase in the mains revenue requbement of 

7 $1,299 as reflected on Line 5. This increase is comprised of three items. 

8 (1) Lines 2 and 3 include the increase in annualized depreciation and 

9 property tax expense associated with adjusting bare steel/cast iron 

10 replacement program ("Program") retirenDents from estimated to actual 

11 retirements, per the continuing property record, for rettrements which were 

12 processed subsequent to ttie original filing. 

13 (2) Line 3 also indudes a reduction in property tax expense due to a 

14 change in the property tax rate from 8.76 percent, an estimate in the 

15 original filing, to 8.72 percent. 8.72 percent is VEDO's actual average 

16 property tax rate for 2009 taxes paki in 2010 or its most recent average 

17 property tax rale. 

18 (3) Line 4 reflects the annual amortization of post in sen îce carrying costs 

19 for the Program capitel investments. The amortization period is consistent 

20 witti ttie average seniles IHe approved in Case No. 04-0571-GA-AIR. This 

21 amortization was not reflected in the original fifing. 

{C31550:} 
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1 Q. Piease explain Unes 7-11 of ExhibrtNo. JMB-S5. 

2 A. VEDO is requesting a decrease in the servks lines revenue requirement of 

3 $58,752 as reflected on Line 11. This decrease is comprised of four Items. 

4 (1) VEDO has adjusted tt>e incremental capital Investment related to 

5 sen/ice line responsibility to reflect 2009 acth îty and correded ttie 

6 accumulated depreciation for risers on Line 10, Exhibit No. JMB-S3. 

7 These adjustinents increased accumulated depreciation for risers by $583 

8 and reduced the service line rate base by $352,555, which provkied for a 

9 reduction in the retum on the DRR senrice line investment (Exhibit No. 

10 JMB-S5, Line 7) and a reduction in annualized depreciation expense 

11 (Exhibit No. JMB-S5, Line 8) of $18,544. 

12 (2) Retirements were estimated in ttie original DRR filing. All retirements 

13 have been posted In the continuing property records and are $8,650 less 

14 than ttie original filing. This adjustment increased annualized depreciation 

15 expense by $455 and has been reflected on Line 8 of Exhibit No. JMB^S5. 

16 (3) Line 9 includes a reduction In annualized property tax expense due to 

17 net decrease in rate base, related to rate base adjustments descri t^ in 

18 Items (1) and (2) above, and a reduction in the average property tax rate 

19 from 8.76 percent, an estimate in the original filing, to 8.72 percent 8,72 

20 percent is VEDO's actual average property tax rate for 2009 taxes paid in 

21 2010 or its most recent average property tax rate. 

22 (4) Una 10 of Exhibit No. JMB-S5 reflects the annual amortization of post 

{C31550: } 
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1 in service carrying costs for the Program capital investinent. The 

2 amortization period is consistent with the average service life approved in 

3 Case No. 04-0571-GA-AIR. This amortization was not reflected in the 

4 original filing. 

5 Q. Please explain Exhibit No. JMF-S6* 

6 A. In preparation for my supplemental direct testimony, VEDO witiiess Francis 

7 prepared corrected average service line replacement costs to be reflective 

8 of 2009 activity. This exhibit has been provided as support for the 

9 reduction in the service line rate base reflected on Exhibit No. JMB-S5, 

10 Line 7. 

11 Q. Does this conclude your supplemental direct testimony? 

12 A. Yes. 

{C31550:} 
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VECTREN ENERGY DELIVERY OF OHIO, INC. 
DISTRIBUTION REPLACEMENT RIDER 

SUMMARY OF DRR REVENUE REQUIREMENT 

Exhibit No. JMB-SI 
P a g e l o f l 

Line 

1 

2 

3 

Description 

Mains Revenue Requirement 

Servico Lines Revenue Requirement 

Annual DRR Revenue Requirement 

Amount Reference 

I 651,463 

2.167.095 

2,818,558 

Exhtbft No. JMB-62. Line 24 

Exhi>itNo.JMB-S3,Line28 

Une 1-1-Line 2 



Exhibit Now JHB-82 
P a H t l o f l 

1 
2 
3 
A 
5 

6 
7 
8 
9 
10 

11 

12 

13 

14 

15 

16 

17 
18 

19 

20 

21 

22 

23 

24 

VECTREN ENERGY DELIVERY OF OHIO, INC. 
DISTRIBUTION REPLACEMENT RIDER 

ANNUAL REVENUE REQUtREMENT • MAINS 

Line Descr^tlon 

Return on InvBstmwrt: 
Plant IfrServicft at Dftcembof 31,200& 

AddNionB - Main Replacements 
Original Co«t - Retired Maln» 

Total Plant In-Service 

Less: Accumulaled DeoPBciatlon al Decamlwr 31.20pB 
Depreciation Expense - Mains 
Cost of RemovBd - Mains 
Original Cost - Retired Mains 

Total Accumulated Depreciation 

Post In-Service Carrying Costs (PISCC) 

Net Deferred Tax Balance - PISCC 

Deferred Taxes on Depreciation 

Net Rale Base 

Pre-Tax Rate of Retum 

Annualized Retum on Rate Base - llalne 

Qperattone and Maintenance Exoenees 

ArnuaNzed Property Tax Expense 

Arnuaized Depreciation Expense 

Annualized PJSCC Amortization Expense 

AnnuaNzed Maintenance Adjustment 

Total Incremental Openrting Expenses - Mains 

Variance 

Total Annual Revenue Requirement - Maine 

Amoum 

7,062»S73 
(155.580) 

6,907,3»3 

(33.881) 
407.719 
155^580 
529.418 

98,323 

(W.*13) 

Llna3+Llne4 

Une4 
SiimoflJies7-9 

0) 

|jna11x3&% 

(l^ag.2631 Exhibit Ma JM&sm une 14 

8.215.458 SumofUna«5and 10-13 

11,67% Case No. Q7-10eCM3A^R 

Un»l4*Unel6 726 J44 

150.110 

1 2 2 ^ 1 

1.513 

(347.76S) 

f73J81> 

ExtiiUt No. JMS-SZa. Une 15 

Une 5x1.77%''* 

Line 11/05 years ^ 

(2) 

Sum or Unes 18-21 

(4) 

651,463 Una 16 4 Une 22+Una 23 
(To ExhIM No. JHB-ai and ExhRM Na 8 E A ^ . page 1 of 5) 

(1) FERC Account B76 depreciation rate approved In Case No. 04-0S71-QA-AIR. 
(2) Support provided t>y VEDO WHness James Francis, EritlbH Wo. JMF'4. Main tjaaks Matntenanoe Expeme 

2G08 expense less Baseline expense atlrftiutable to Bare Steet/Caal Iron. 
(3) PISCC is accnied at an annual rale of 7.02% from the In unrloe date until inveslments w« reflected in the DRR rale. 
(4) Not appKcabte as this represents Vectren Energy Dafivary Ohio, inc's l int annual DRR fiWng. 
(5) FERC Account 676 Average Service Life aiipffoved In Case No. 04-0571-GA-AIR-



VECTREN ENERGY DELIVERY OF OHIO, INC. 
DISTRIBUTION REPLACEMENT RIDER 

ANNUALIZED PROPERTY TAX EXPENSE - MAIN REPLACEMENTS 

ExhibH No. JMB^2a 
Page lo f l 

Une 

1 
2 
3 
4 
5 
6 
7 

8 
9 
10 
11 
12 
13 
14 

15 

Description Amount R^arence 

Mains RepteOBnwnts - Book Value 
%Good 
Tax Val je 
x25% 
Taxable Value/Assessment 
VEDO's Average 2O10 Properly Tax Rata 
Annual Property Tax Expense - f M n Replacemente 

Mains Retired-Book Value 
%Good 
Tax Value 
x25% 
Taxable Vaiuft/Assessnwnt 
VEDO's Average 2010 Property Tax Rate 
Annual Property T«x Reduction - Main Rettremenls 

Annualized Property Tax Expense - Mains 

sss: 

7.062.973 
98.3% 

6,942.902 
25,0%. 

1,736,726 
8.72% 

151,366 

(155.680) 
36.7% 

(57.098) 
25.0% 

(14,275) 
6.72% 
(Ii4tf 

150»110 

Exhibit No. JMB^. Une 3 

Une1icLlne2 

Une3KUne4 

UneSKUnee 

ExNt)tlNo.JMB^,Uie4 

Une ax Line 9 

tJwIOxLinell 

Une12xUne13 

Line 7-̂  Line 14 

(To Extiltolt No. JMB^S, Line 18} 



Exhibit No. Jl»-a2b 
Pagalcrf l 

1 
2 

3 
4 
5 

6 
7 
8 
9 

10 
11 

VECTREN ENERGY DELIVERY OF OHIO, INC. 

DISTRIBUTION REPLACEMENT RCER 

DEFERRED TAXES ON UBERALIZED DEPRECIATION - MAINS 

LIrw DBscrijptJon 

Plent in &>fviee nf rtar^n^har at 2ftMp 
Mains - Bare Steel/Cast Irort Replacements 

Book to Tax Basis Adjustment - Capitalized interest 
Book to Tax Basis Adjustment - Bonus Depreciation 

Total incon^ Tax MACRS Depredalnn Base 

TftXpepreciatJon; 
MACRS-IS Year 
Bonus Deprecialton 

TotaiTaKDepredatton 

Mair>& 

AnrKNjnt RerarencB 

7.062,973 

88
 

2 
-li

s 

176.479 
3.529.582 

Exhibit No. JIUIB-S2. Une ^ 

(Une 2+Line 3) * 60% 
Sunn of Lines 2-4 

Une5*6% 
Unfl4 

Une7 + Unee 

33,881 Exhitiit No. JMIB-S2. Une 7 

12 Tax Depreciation in Excess of Book Depredation 

13 Federal Defenred Taxes at 35% 

14 Deferred Tax Balance at December 31,2009 - Mains 

$ (3.672,180) 

35% 

(To Kxhirtt No. M B ^ , Line 13) 

Line 11-Line 9 

Line 12* Line 13 



Exhibit N a J M B ^ 
Pig* f o r i 

10 
11 
12 
13 

14 

15 

16 

17 

18 

19 

20 
21 

22 

23 

24 

25 

26 

27 

2B 

VECTREN BNERGY DELWERY OF OHIO, INC. 

DISTRIBUTION REPLACEMENT RIOER 

ANNUAL REVENUE REQUIREMENT . SERVICE LINES 

Une Deecflpgon 

Return on invMtnwnih 

PW^r>.ServteatPfl<»mteSr31>200? 
Additions - Senlces Reptacemenls (Bare StseVCast Iron) 
Additions. Senlces Replacemenis (Service Une Responsibility) 
Additions. RisOT 
Ortgmal Cost - Retired Servicec 

Total Planl In-Senfica 

DepredaBon Expense - Serelces 
Depredabcn Expanse - Risers 
CostofRetnoval-Seivtees 
OrigmaiCoGt-Retlrad 

Total Accvnulaled Depwwtion 

Post In-Senrica Canyino Costa (PISCC) 

Net Dsfeired Tajt Balance • PISCC 

Defened Taxes on Depreciation 

Net Rate Base 

Pre-Tax Rate ot Retum 

Annuaibsd Rshim on Rale Base -Service Uiws 

Annualized PropBrty Tax Expense 

AnnuaHzsd Depredation Expense 

Annualized PIS<x: Amortteafion Expense 

Incramsntal O&M - Service Une Responsjbtity 

AnruaHzed Maintenance Aflustment 

Total kicremmtal Operatiiig Expwiaes - Service Unas 

variance^*' 

Total Revenue Requirement - Service Ltnea 

Amount RilBrenas 

4,187,450 
1,041.750 
5.451.132 

10.688.780 

(86.417) 
(89.ff75) 
319.928 
21.562 

184.888 

57.709 

(20.198J 

(6) 

8umafUnes3-6 

U M 6 

SumarUnMB-U 

(3) 

Un» 14X35% 

(1.900.354) ExhiMNnJUB-3%LJn*1» 

8,960.623 Sum off Unas 7 snd 13-14 

11.67% Ci«NO;07-1DeiM3A^tR 

Llnal7'Ur»1B 1.048,708^ 

1,012 

71,725 

Z8.5B1 

m 

228,702 Exh)t)HM»JMa-S3e.l»Ma2 

560.652 Un«rx5.»1&^ 

U w M / 5 7 1 

(21 

SumorUAe«zi-a« 

BMbill«i.jMa-S4,UiBS aaajis 

2.1S7.0W Un»194-Une26«LhB27 

(ToExhlMtNa JII»-S1«AdExMMtN0wSEA-51.p«9»1«r») 

(1) FERC Account 690 depredation rate approved hi Case No. 04^71 -€AA iR . 
(2) Support provided t » VEDO W b w s Jamas Frands. E)dii)lt Ng. JMF-a. 
(3) PISCC Js accfXfed at an annuaf rale of 7.0Z% liorn trie in servioe date until ̂ mmtman^ 
(4> Variance repreeents the tnitiat DRR ctwge assodalBd w i i i deferred natural 9as riser Invecfgatcn 

and raptacement ejcpenaes. 
(5) Support provided by VEDO WHne&B Jamas FranciB, Exhaa No. JMF-4. Senrioa Leaks arxl Meter 

Marinlenanca Eitpense. 2009 expense less Beselne expense allribuiibiB to Bare SleeVCasI Iron. 
(6) Support provided by VEDO Wt t iws James Frands, ExhtoH Mo. JMF-SB. 
(7) PERC Account 6ec Average Service Life approved in Case No. 04-0571-GAJUR. 



ExMbit N0.JMB-53a 
P a g e l o f l 

VECTREN ENERGY D B J V E i W OF OHIO, INC. 

DISTRIBUTION R E P U I C E M B I T RIDER 

ANNUALIZED PROF^RTY TAX EXI>ENSE • SERVICE LINES 

Une DescrtpBon 

15 
16 
17 
18 
19 
20 
21 

22 

Service Replacements - Book Value 
%GoDd 
Tax Value 
x25% 
Taxable Value / Assessment 
VEDO Average 2010 Property Tax Rate 
Annuaf Property Tax Expenee - Service Une ftopfecaments 

Sendees Retired - Book Value 
%Good 
Tax Value 
x25% 
Taxai>te value f Assessment 
VEDO Average 2010 Property Tax Rale 
Annual Property Tax ftoducdon • Sendee Une Retiieaiants 

Risers Replacements • BooK Value 
%G(>od 
Tax Value 
X25% 
Taxable Value / Assessment 
VEDO Averaoe 2010 Proper^ Tax Rate 
Annual Property Tex Expenee • Natural Gae Rtoere 

Annualized Property Tax Expense - Service Lines 

s 

s 

i 

X. 
s 

r 
i 

J L 

s 

i 

s 

X 
5 

&,22ft,200 
98.3% 

5,140.304 
25.0% 

1,285,076 
6.72% 

. . 1 1 2 ^ 

(21.552) 
36.7% 

<7.9l6) 
25.0% 

(1.978) 
S.72% 

5.451.132 
08.3% 

5,356,463 
25.0% 

1.339,516 
8.72% 

116,8iS 

228.702 

exNUt HoL JMB-S3. Line 3 8 Urn 4 

LinelxLlne2 

Une3xUne4 

UiMSxUmfl 

SxNbttNo.JilB-S3.LklB6 

UrweKUmg 

Una lOXUwI I 

U n e n x t i n e i ? 

ExM>aNo.JMB^.Lhn$ 

Uml&xUnelQ 

Unst7NLhef8 

Lkw19iUiB20 

Une 74 Une 14 +Une 21 

rro Exfiftm Mo. JH»SS, Une 21| 



ExMbit No. 
P a v a l o f i 

Line 

1 
2 
3 
4 
S 

6 
7 

e 

10 
11 
12 

13 
14 
15 
16 

VECTREN ENSROY DELIVERY OF OHIO. M C L 

DlSTRIBtJnON REPLACEMENT RIDER 

DEFERRED TAXES ON LIBERALIZED DEPRECIATION - SERVICE LINES 

Description 

Piam m Serv lo at December 31.20Qft: 
Sarvioe Additions - Bare SteeVCasI Iron Repiacemants 
Senrioe Adt^ons - Service Une Ownersliip 
Adffftlons of Natufs) Gas ftisefe 

Total Plant in Service 

Book to Tax Basis Adjustment - Capttallzed Inlaresl 
Book to Tax Basis A<yusiment - Bonus Depreciatton 

Total Income Tax MACRS Depvedalian Base 

TaxDcpreciallon: 
MACRS-15 Year 
Bonus Depredation 

Total Tax Depredation 

BoOfcDaPHiBfatlon: 
Serenes 
Natural Gas Risers 

Total Book Depredation 

17 Tax OepredaUonln Excess of Book Depredation 

Id Federal Defened Taxes at 35% 

19 Deferred Tax Balance at Oecenvber 31,2009 • Service Lfeue 

Amoum 

S 4.187.450 
1,041,760 
5.451.132 

S ^ M ^ 2 

% <2.287) 
f5.33&.023> 

1 5.339.022 

$ 266,851 
5.339.023 

1 msw 
s 

T 

s 

_ l _ 

86,417 
89.875 

m,m 

(5.429,962) 

35% 

( 1 J 0 W W ) 

rro EsMbR He. J M B ^ Un» l i ) 

ExNbit Mo. J M B ^ , Line 3 
EKtA)i tNo.Jft f f i^,Line4 
E i rMMNo.J l t «&^ .U ie5 

(Lhw 2+Line 3*Une 4*Une «} • 50% 
Sum Unas 5-6 

L h a 8 * 9 % 
Line8 

U n e i o + U a e l l 

ExtiiM(N0.JIUIB-S3.Line9 
Exhibit No. JMB-S3. Une 10 

UT« l4 + LiAe15 

Une 16-Line 12 

Une17*Llne18 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Supplemental Direct Testimony 
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John Bentine 
Mark Yerick 
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Columbus, OH 43215-4213 

John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite 110 
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Vern Margard 
Duane W. Luckey 
Assistant Attomey General 
Public Utilities Commission of Ohio 
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SUPPLEMENTAL TESTIMONY QF JAMES M, FRANCIS 

1 Q. Please state your name, business address and occupation. 

2 A. My name is Jam^ M. Francis. My address is One Veclren Square, 

3 Evansville, Indiana, and I am Director of Engineering & Asset 

4 Management for Vectren Utility HoWings. Inc. CVUHI"), the parent 

5 company of Vectren Eneigy Delivery of Ohio, Inc. {"VEDO" or **8 

6 Company"). 

7 Q. Are you the same James M. Francis that previously filed testimony In 

8 this case? 

9 A. Yes. 

10 Q. What is the purpose of your supplemental testimony In this 

11 proceeding? 

12 A. The purpose of my supplemental testimony is to discuss VEDO's 

13 commitment to, and to explain VEDO's cuffent and planned investment in, 

14 the Accelerated Bare Steel and Cast Iron replacenf>ent program 

16 ("Program") approved in Case No. 07-1080-GA-AIR. 

15 Q. In Case No. 07-108D-GA-AIR, VEDO's eslimata of the expeotdd annual 

17 level of mvestment related to the Program was $16,875,000, over an 

18 expected 20.year period. Why was the actual 2009 and planned 2010 

19 level of investment less than this amount? 

20 
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Q. 

A. 

Q. 

A. 

As described in my direct testimony, which was included as Attachment A 

of the DRR Application filed on April 30, 2010, VEDO, like many 

companies ini^uding other Vectren utilities, constrained ite capital 

expenditures in response to credit maricet uncertainties during this period 

of time. As a result, the investntent in the Program in 2009 and 2010 is 

less than the level originally estimated. 

How does VEDO now view the expected completion of the Program? 

Presented in Case No. 07-1080-GA-AIR as a 20-year program^ changes 

in individual year expenditures can be accommodated to allow VEDO to 

retire all bare steel and cast iron pipelines over the same 20-year pertod. 

Moreover, Program progress over time will impact the necessary level of 

investment in later years. VEDO remains committed to the Program, is 

making very good progress as evidenced by the 24.5 miles of pipe retired 

in 2009, and plans to continue to replace this older infrastiucture on an 

accelerated basis as compared to historical replacement rates. 

Does VEDO intend to Invest more In 2011 in the Program than was 

invested in each of 2009 and 2010? 

Yes. Currently, VEDO has budgeted to spend roughly $17.0 million on the 

Program in 2011. VEDO estimates that this will aitow K to retire 

approximately 34.5 miles of main in 2011. 

(031712:^ 
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1 Q. Does VEEX) plan to "catch-up" the miles of main replaced that fell 

2 short of the original plan? 

3 A. Yes. In any given year the miles of n^in replaced will vary due to a 

4 number of factors. The Company's experience thus far has Ijeen that 

5 more main can be retired than needs to be ffistalled to complete prefects 

6 within the Program and continue to provide reliable service to customers. 

7 Over the next 18 years, VEDO will either achieve this ''catch-up" through 

8 the natural replacement progress and the specific project designs or 

9 through the investment of additional coital in the Program as necessary. 

10 Q. Does this conclude your testimony? 

11 A. Yes. 

{C31712:} 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Supplemental Testimony of James M. 

Francis has been served by electronic transmission, first class mail, postage prepaid, or 

hand-delrvery, this 13^ day of August 2010, to the foltowing parties of record. 
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Maureen Grady 
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231 West Lima Street 
PO Box 1793 
Findlay, OH 45839-1793 
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Cincinnati, OH 45202-1629 
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Vorys Sater Seymour & Pease LLP 
52 E. Gay Sfreet, PO Box 1008 
Columbus. OH 43216-1008 

Stephen Reiily 
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Assistant Attomey Genial 
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180 East Bread Street, ^ Floor 
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Gretchen J. Hummel (Trial Attorney) 
Lisa G. McAlister 
McNees Wallace & Nurick LLC 
Fifth Third Center 
21 East State Street, 17"" Floor 
Columbus. OH 43215 
Telephone: 614-469-8000 
Telecopier: 614-469-4653 
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August 18, 2010 Attorneys for Vectren Energy Delivery 
of Ohio, inc. 
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SECOND SUPPLEMENTAL DIRECT TESTIMONY OF SCOTT E. ALBERTSON 

1 Q. Please state your name and business address. 

2 A. Scott E. Albertson, One Vectren Square, Evansville, Indiana 47708. 

3 Q. Are you the same Scott E. Albertson who previously filed direct and 

4 supplemental direct testimony and exhibits in these cases? 

5 A. Yes. I provided testimony and exhibits to support the derivation of the 

6 Distribution Replacement Rider ("DRR") charges, bill impacts and the DRR 

7 tariff sheet. 

8 Q. What is the purpose of your supplemental direct testimony in these 

9 proceedings? 

10 A. The purpose of my second supplemental testimony is to support the 

11 Stipulation and Recommendation filed in these proceedings on August 18, 

12 2010. 

13 Q. Do you believe the Stipulation filed in these cases is the product of 

14 serious bargaining among knowledgeable parties? 

15 A. Yes. This agreement is the product of an open process in which all parties 

16 were represented by able counsel and technical experts. Several 

17 negotiation discussions occurred. The Stipulation represents a 

18 comprehensive compromise of all recommendations raised by parties with 

19 diverse interests. All parties have either signed the Stipulation or opted to 

20 not oppose it. I believe that the Stipulation recommended for Commission 

Albertson Second Supplemental Direct Testimony 1 
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1 adoption presents a fair and reasonable result. 

2 Q. Does the Stipulation benefit ratepayers and promote the public 

3 interest? 

4 A. Yes. The DRR was one provision in the Stipulation ("Rate Case 

5 Stipulation") approved by the Commission in its January 7, 2009, Opinion 

6 and Order in Case No. 07-1080-GA-AIR. In support of the Rate Case 

7 Stipulation, Staff witness Puican cited several factors to demonstrate that 

8 the terms and conditions of the Rate Case Stipulation benefit ratepayers 

9 and promote the public interest, among which are the following: 

10 • The Stipulation establishes a distribution system replacement 

11 program to accelerate the replacement of aging distribution system 

12 and provides for reasonable oversight ofthe program. 

13 • The Stipulation establishes a program to address the safety 

14 concerns of prone-to-fail risers and a schedule to replace these 

15 risers within a reasonable period of time. 

16 • The Stipulation adopts a proposal for Vectren to assume ownership 

17 and repair responsibility of customer service lines. 

18 These factors carry over to the Stipulation in these cases, as well. The 

19 DRR supports the programs and activities previously found by the 

20 Commission to be in the public interest and benefit ratepayers. 

21 

Albertson Second Supplemental Direct Testimony 
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1 Q. Does the Stipulation violate any important regulatory principle? 

2 A. No. 

3 Q. Do you recommend that the Commission adopt the Stipulation? 

4 A, Yes. I believe the Stipulation represents a fair and reasonable compromise 

5 of diverse interests and provides a fair result for customers. 

6 Q. Does this conclude your second supplemental direct testimony? 

7 A. Yes. it does. 

Albertson Second Supplemental Direct Testimony 
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CERTIFICATE OF SERVICE 

1 hereby certify that a copy of the foregoing Second Supplemental Direct 

Testimony of Scott E. Albertson has been served by electronic transmission, first class 

mail, postage prepaid, or hand-delivery, this IB**̂  day of August 2010, to the following 

parties of record. 

J. Hummel 

Maureen Grady 
Joseph Serio 
Assistant Consumers' Counsel 
OfTice of the Ohio Consumers' 
Counsel 
10 West Broad Street, 18̂ ^ Floor 
Columbus, OH 43215 

David Rinebolt 
Colleen Mooney 
Ohio Partners for Affordable Energy 
231 West Lima Street 
PO Box 1793 
Findlay. OH 45839-1793 

John Bentine 
Mark Yurick 
Chester, Willcox & Saxbe, LLP 
65 East State Street, Suite 1000 
Columbus, OH 43215-4213 

John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite 110 
Cincinnati, OH 45202-1629 

Vern Margard 
Stephen Reilly 
Assistant Attorneys General 
Public Utilities Commission of Ohio 
180 East Broad Street, 9*̂  Floor 
Columbus, OH 43215 

Trent Dougherty, Attomey 
Ohio Environmental Council 
1207 Grandview Ave. 
Columbus, OH 43212-3449 

W. Jonathan Airey 
Gregory D. Russell 
Vorys, Sater, Seymour and 
Pease LLP 
52 E. Gay Street, PO Box 1008 
Columbus, OH 43216-1008 
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BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter ofthe Application of 
Vectren Energy Delivery of Ohio, Inc. 
for Authority to Amend its Filed Tariffe 
to Increase the Rates and Charges 
for Gas Service and Related Matters. 

In the Matter ofthe Application of 
Vectren Energy Delivery of Ohio, Inc. 
for Authority to Adjust its Distribution 
Replacement Rider Charges. 

Case No. 07-1080-GA-AIR 

Case No. 10-595-GA-RDR 

STATEMENT OF 
STATUS OF ISSUE RESOLUTION 

On June 16. 2010, the Attorney Examiner issued an Entry in Case No. 10-

595-GA-RDR in which he established, inter alia, a deadline of August 4, 2010, by 

which Vectren Energy Delivery of Ohio, Inc. ("VEDO"), is to file a statement 

informing the Commission whether the issues raised in the comments filed by the 

Staff and OCC on July 30, 2010 have been resolved. 

VEDO, the Staff, and OCC have reviewed and discussed the issues 

raised in the comments. At this time, VEDO is in agreement In principle with the 

two recommendations made by the Staff on page 12 of its comments seeking 

consultation with Staff prior to filing VEDO's next DRR application and a 

reclassification of certain costs associated with meter move outs. Discussions 

about the issues raised by OCC suggest that some, and perhaps all, of OCC's 

issues may be able to be resolved. 



VEDO intends to continue discussion with the Staff and OCC ofthe issues 

not yet resolved in^he next tew business days with the hope and intent of 

resolving all issues raised in these proceedings. 

Respectfully submitted. 

^4x>^>S'^'^ 
/ 

Iretchen J. Hummel (Trial Attorney) 
IcNees Wanace & Nurick LLC 

Fifth Third Center 
21 East State Street, 17*̂  Floor 
Columbus, OH 43215 
Telephone: 614-469-8000 
Telecopier: 614-469-4653 
ghummel@mwncmh.com 

Attorney for Vectren Energy Delivery of 
Ohio, Inc. 
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CERTIFICATE OF SERVICE 

Ihereby certity that a copy of the foregoing Statement of Status of Issue 

Resolution has been sent electronically, this 4*'' day of August, 2010 to the following 

parties of record. 

Joseph Serio 
Assistant Consumers' Counsel 
Office ofthe Ohio Consumers' Counsel 
10 West Broad Street, 18̂ ^ Floor 
Columbus, OH 43215 

David Rinebolt 
Colleen Mooney 
Ohio Partners for Affordable Energy 
231 West Lima Street 
PO Box 1793 
Findlay, OH 45839-1793 

John Bentine 
Mark Yerick 
Chester. Willcox & Saxbe, LLP 
65 East State Street, Suite 1000 
Columbus, OH 43215-4213 

John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite 110 
Cincinnati. OH 45202-1629 

Vern Margard 
Duane W. Luckey 
Assistant Attorney General 
Public Utilities Commission of Ohio 
180 East Broad Street. 9*̂  Floor 
Columbus, OH 43215 

Trent Dougherty, Attomey 
Ohio Environmental Council 
1207 Grandview Ave. 
Columbus, OH 43212-3449 

W. Jonathan Airey 
Gregory D. Russell 
Vorys, Sater, Seymour and Pease LLP 
52 E. Gay Street, PO Box 1008 
Columbus, OH 43216-1008 
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In the Matter of the Application of 
Vectren Energy Delivery of Ohio, Inc. 
for Authority to Amend its Filed Tariffs 
to Increase the Rates and Charges 
for Gas Service and Related Matters. 

In the Matter ofthe Application of 
Vectren Energy Delivery of Ohio, Inc. 
for Authority to Adjust its Distribution 
Replacement Rider Charges. 

PUCO 
Case No. 07-1080-GA-AIR 

CaseNo. 10-595-GA-RDR 

SECOND STATEMENT OF 
STATUS OF ISSUE RESOLUTION 

August 12, 2010 

Gretchen J. Hummel (Trial Attorney) 
McNees Wallace & Nurick LLC 
Fifth Third Center 
21 East State Street, 17̂ '̂  Floor 
Columbus, OH 43215 
Telephone: 614-469-8000 
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BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of 
Vectren Energy Delivery of Ohio. Inc. 
for Authority to Amend its Filed Tariffs 
to Increase the Rates and Charges 
for Gas Service and Related Matters. 

In the Matter.of the Application of 
Vectren Energy Delivery of Ohio, Inc. 
for Authority to Adjust its Distribution 
Replacement Rider Charges. 

Case No. 07-1080-GA-AIR 

Case No. 10-595-GA-RDR 

SECOND STATEMENT OF 
STATUS OF ISSUE RESOLUTION 

On August 5, 2010, the Legal Director issued an Entry in Case No. 10-

595-GA-RDR in response to a Motion for Extension in which he established, inter 

alia, a deadline of August 12, 2010, by which Vectren Energy Delivery of Ohio, 

Inc. ("VEDO") is to file a statement declaring that the issues in the case have 

been resolved and a stipulation will be filed or that the parties have failed to 

reach agreement on all issues. 

As of the filing of this statement. VEDO is of the belief that the issues in 

this case have been resolved, and a stipulation will be filed. Counsel for the 

Office of the Ohio Consumers' Counsel fOCC") has authorized VEDO to 

represent that OCC most likely will not sign the stipulation, but will not oppose it. 

{C31706: } 



Respectfully submitted, 
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Attomey for Vectren Energy Delivery of 
Ohio, Inc. 
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John Bentine 
Mark Yerick 
Chester, Willcox & Saxbe, LLP 
65 East State Street, Suite 1000 
Columbus. OH 43215-4213 

John M. Dosker 
Stand Energy Corporation 
1077 Celestial Street 
Suite 110 
Cincinnati. OH 45202-1629 

Stephen Reilly 
Vem Margard 
Assistant Attomey General 
Public Utilities Commission of Ohio 
180 East Broad Street. 9*" Floor 
Columbus. OH 43215 

Trent Dougherty, Attomey 
Ohto Environmental Council 
1207 Grandview Ave. 
Columbus, OH 43212-3449 

W. Jonathan Airey 
Gregory D. Russell 
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