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INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION.

My name is Steven B. Hines. My business address is 10 West Broad Street, Suite
1800, Columbus, Ohio 43215-3485. 1 am employed by the Office of the Ohio
Consumers’ Counsel (“OCC” or “Consumers’ Counsel”) as a Principal

Regulatory Analyst.

WHAT IS YOUR EDUCATIONAL BACKGROUND?
I earned a Master of Business Administration degree from Ashland University in
2000. Ialso earned a Master of Arts degree from The Ohio State University in

1981 and a Bachelor of Fine Arts degree from Ohio University in 1978.

PLEASE SUMMARIZE YOUR WORK EXPERIENCE.

[ joined the OCC in April 1984 as an Investigator I. During the course of my
employment at OCC, I have held the positions of Investigator II, Utility Rate
Analyst III, Utility Rate Analyst Supervisor, Regulatory Analyst, Senior
Regulatory Analyst and Principal Regulatory Analyst. My current duties as a
Principal Regulatory Analyst include research, review and analysis of utility
applications for increases in rates through base rates, riders and gas cost recovery
filings. I also participate in special projects and investigations, and provide

training on technical issues when necessary.
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HAVE YOU PREVIQUSLY SUBMITTED TESTIMONY OR TESTIFIED
BEFORE THIS COMMISSION?

Yes. I have submitted testimony or testitied before the Public Utilities
Commission of Ohio (“PUCO” or “Commission”) in the cases listed in

Attachment SBH-A.

WHAT DOCUMENTS HAVE YOU REVIEWED IN THE PREPARATION OF
YOUR TESTIMONY?

For the current case, I reviewed relevant parts of Duke Energy of Ohio’s (“Duke”
or “Utility””) Application, Standard Filing Requirements and associated
workpapers, Duke’s testimony, the PUCO Staff Report of Investigation (“Staff
Report™) and associated workpapers, and Duke’s responses to PUCO Staff Data
Requests and OCC discovery. [ also reviewed relevant documents and Opinions

and Orders from other proceedings.

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?

My testimony will support OCC Objection 31 to the Staff Report and address the
issues raised by that objection. Specifically, | will address OCC’s objection to the
Staff Report related to the re-approval of the Accelerated Main Replacement

Program (“AMRP”) addressed by the Staff on pages 69-71 of the Staff Report.
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The AMRP is a program Duke charges customers for accelerating the

replacement of case iron and bare steel mains and services.

PLEASE SUMMARIZE YOUR RECOMMENDATIONS RELATED TO THIS
ISSUE.
With regard to the re-approval of the Accelerated Main Replacement Program, 1
recommend that the cumulative residential AMRP rate caps continue through Year
2016. Specifically the residential AMRP rate for the remaining term of the AMRP
should be no more than $1.00 for 2012, $2.00, for 2013, $3.00 for 2014, $4.00, for

2015 and $5.00 for 2016.

RIDER AMRP RESIDENTIAL RATE CAPS

1S DUKE ASKING FOR RE-APPROVAL OF ITS ACCELERATED MAIN
REPLACEMENT PROGRAM IN THIS CASE?
Yes. As stated in Duke’s Application, the Utility is requesting the Commission

re-approve its AMRP with certain changes to its current Rider AMRP.

WHAT CHANGES IS DUKE PROPOSING TO ITS CURRENT RIDER
AMRP?
Duke is proposing to make two changes to its current Rider AMRP. First, Duke

is proposing that it be allowed to charge customers for the costs of relocation of

' Application Volume 1 at 4 (July 9, 2012).
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interior gas meters to a suitable exterior location. Second, Duke proposes to
eliminate the current caps that limit the AMRP rate each year that can be

. . . . 2
recovered from residential and interruptible customers.”

DID THE STAFF REPORT ADDRESS EITHER OF THESE TWO
CHANGES?

Yes. The PUCO Staff addressed the recovery of costs for the relocation of
interior gas meters to an exterior location, but the Staff did not address the
elimination of the current rate caps for residential and interruptible customers.’

The silence of the Staff on this issue is a tacit acquiescence to potential higher

rates for residential and interruptible customers of Duke.

DO YOU AGREE WITH THE STAFF’S RECOMMENDATION
CONCERNING METER RELOCATIONS?

I do not object to the Staff’s recommendation with regard to meter relocations.
The Staff specifically recommends that the cost of relocating inside meters be
eligible for collection from customers, through Rider AMRP, only in cases where
Duke plans to have the meter connected to a high pressure distribution system

within two years after moving the meter outside. Furthermore, this is a provision

2 1d.

3 The Staff Report of Investigation at 70-71 (January 4, 2013).
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that has been approved by the Commission in two other proceedings involving

Dominion East Ohio and Columbia Gas of Ohio, Inc.

DO YOU AGREE WITH THE STAFF’S ACCEPTANCE OF DUKE’S
PROPOSAL TO ELIMINATE THE CURRENT AMRP RATE CAPS?
No. Idisagree with the Staff’s failure to address Duke’s proposal to eliminate the

current AMRP rate caps.

PLEASE DESCRIBE THE AMRP RESIDENTIAL RIDER RATE CAPS AND
HOW AND WHEN THEY WERE PUT IN PLACE?

The establishment of the Rider AMRP residential rate caps were the result of a
Stipulation and Recommendation (“Stipulation”) in Case No. 01-1228-GA-AIR
which gave rise to the initial AMRP program. Duke’s AMRP has had a rate cap
since that first case. The Stipulation in Case No. 01-1228-GA-AIR, which was
approved by the Commission, dictated that the monthly AMRP rates for
residential customers would not increase more than a dollar ($1.00) for each

program year from 2002 through 2007.° (See Attachment SBH-B.)

* In re Dominion East Ohio Pipeline Infrastructure Replacement Program Extension, Case No. 11-2401-
GA-ALT, Opinion and Order at 4-5 (August 3, 2011); See also In re Columbia Gas of Ohio, Inc.
Infrastructure Replacement Program Extension, Case No. 11-5515-GA-ALT, Opinion and Order at 7
(November 28, 2012).

* In the Matter of the Application of the Cincinnati Gas & Electric Company for an Increase in Gas Rates
in its Service Area et al., Case No. 01-1228-GA-AIR, Stipulation and Recommendation at Stipulation
Exhibits 3 and 4 (April 17, 2002).
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The Utility then filed another rate case in 2007, which reset the AMRP Rider rates
back to zero. The Stipulation and Recommendation in that case maintained the
concept of the rate caps but with a modification.® The modification was that the
residential caps on the monthly AMRP rate were cumulative instead of
incremental. The result was that the cumulative residential AMRP rate was
capped at $1.30 for 2008, $2.60 for 2009, $3.90 for 2010, and $5.20 for 2011.
For each Year 2012 through 2018, the cumulative rate was scheduled to increase
by $1.00 each year. Therefore, the AMRP rates for residential customers were
capped at $6.20, $7.20, 8.20, $9.20, $10.20, $11.20, and $12.20, respectively, for
each year 2012 through 2018. The change to cumulative caps allowed Duke to
defer any costs from prior years which exceeded the rate cap for recovery in the
subsequent year but retained the concept that the maximum AMRP rates each
year would be $1.00 higher in each subsequent year. (See Attachment SBH-C.)
The Stipulation in Case No. 10-2788-GA-RDR reiterated that the annual caps for
the remaining term of the AMRP would be $6.20, $7.20, $8.20, $9.20 and $10.20,

respectively for each year 2012 through 2016.7 (See Attachment SBH-D.)

& In the Matter of the Application of Duke Energy Ohio, Inc. for an Increase in Rates et al., Case No. 07-
589-GA-AIR, Stipulation and Recommendation at Stipulation Exhibit 4 at 3 (February 28, 2008).

7 In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates,
Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 7 (April 8, 2011).
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IN THE PENDING CASE TO ADJUST ITS RIDER AMRP RATES, WHAT IS
DUKEPROPOSING WITH REGARD TO THE RATE CHARGED TO
RESIDENTIAL CUSTOMERS?

In its pending AMRP case, Duke assumes that a decision in this rate case has
already been rendered re-approving the AMRP and rolling all previous AMRP
investment into base rates. Thus, Duke has reset the AMRP rate back to zero. In
its pending AMRP case, Duke is now proposing a $1.08 per month charge for

residential customers to become effective May 1, 2013.%

WHY IS DUKE PROPOSING TO ELIMINATE THE AMRP RATE CAPS
FOR ITS RESIDENTIAL CUSTOMERS?

None of Duke’s witnesses explained in their testimony why Duke is proposing to
eliminate the AMRP Rate Caps. However, Duke’s response to OCC discovery as
to why it is proposing to eliminate the current rate caps is that the Utility
anticipates completing its AMRP by December 31, 2015.° This is in line with the
Stipulation in Case No. 10-2788-GA-RDR, which stated that Duke shall wind
down and terminate the AMRP as of December 31, 2015."° In the response to
OCC discovery, Duke further responded that introducing arbitrary caps on the

rates under Rider AMRP may require an unnecessary delay in completing the

8 In the Matter of the Annual Application of Duke Energy Ohio for an Adjusiment to Rider AMRP Rates,
Case No. 12-3028-GA-RDR, Pre-Filing Notice, Tab 3 — PFN Exhibit 3 — Proposed Tariff Sheets
(November 30, 2012).

° Duke response to OCC Interrogatory No. 249.

1 In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates,
Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 6 (April 8, 2011).
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program as the Utility may be required to limit activity in a given year to stay

under an arbitrary cap.'' (See Attachment SBH-E.)

DO YOU AGREE WITH DUKE’S PROPOSAL TO ELIMINATE THE AMRP
RATE CAPS?

No. The Stipulation in Duke AMRP Case No. 10-2788-GA-RDR states that Duke
shall be allowed to seek recovery of AMRP costs from customers through the end
of December 31, 2015, by way of capped annual AMRP rates for the remaining
term of the AMRP."? As stated in the Stipulation, Duke is required to file an
AMRP Application no later than February 28, 2016, to true-up and complete the
allowable recovery for capital additions related to replacements under the

AMRP."?

The Stipulation in Case No. 10-2788-GA-RDR was signed by the Staff, OCC and
Duke, and was filed on April 8, 2011. On pages 6 and 7 of the Stipulation, the
parties agreed that not only would the AMRP program be terminated by
December 31, 2015, but also that the $1.00 difference in AMRP rate caps from
year to year should continue to be applied for each program year through Year
2016. Hence, the wind-down date of December 31, 2015, was already agreed to

by Duke when the current rate caps were in place. The Stipulation in the 2010

" Duke response to OCC Interrogatory No. 249,

"2 In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates,
Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 7 (April 8, 2011).

3 In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates,
Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 6 and 7 (April 8, 2011).
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AMRP case shows that Duke was not only planning to wind down the AMRP by
December 31, 2015, but was also willing to adhere to the residential rate caps
established in Case No. 07-589-GA-AIR for the duration of the wind-down

period.

This Stipulation was approved by the Commission in its Opinion and Order filed
May 4, 2011. Based on the agreed upon limitations in that Stipulation, it is
inappropriate for Duke to propose that the AMRP be reauthorized without the
caps because this program has operated with caps since its inception."* If the
Commission approves Duke’s proposal in the pending rate case, Duke would be
in clear violation of the agreement that was approved in Case No. 10-2788-GA-
RDR. In addition, as a result of Duke’s most recent rate case, the AMRP was re-
authorized by the PUCO with caps.”” Furthermore, I found no evidence in this
case that the program cannot be completed by December 31, 2015, with

continuation of the caps currently in place.

WHAT DO YOU RECOMMEND WITH REGARD TO THE RESIDENTIAL
RATE CAPS?

I recommend that the Commission uphold the Stipulation and Recommendation it
approved and order Duke to retain the annual differential of $1.00 in the

cumulative rate cap for residential customers through Year 2016 as is dictated by

'* Case No. 01-1221-GA-AIR Stipulation and Recommendation at Stipulation Exhibits 3 and 4 (April 17,

2002).

' In the Matter of the Application of Duke Energy Ohio, Inc. for an Increase in Rates et al., Case No. 07-
589-GA-AIR, Stipulation and Recommendation at Stipulation Exhibit 4 at 3 (February 28, 2008).
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the Stipulation in Case No. 10-2788-GA-RDR.'® As I previously stated, this
Stipulation established the parties’ agreement that the AMRP would terminate by
December 31, 2015, and that the residential rate caps established in Case No. 07-
589-GA-AIR would remain in place for the duration of the wind-down. I
specifically recommend that the AMRP be re-authorized with an initial monthly
AMRP rate for 2012 of up to a $1.00 for residential customers and a maximum
monthly AMRP rate of $2.00 for 2013, $3.00 for 2014, §4.00 for 2015 and $5.00

for 2016, until the AMRP is terminated on December 31, 2015.

Therefore, the initial monthly AMRP rate for Duke’s residential customers for
2012 should be, at the maximum, $1.00 (instead of $1.08 as Duke has proposed in
Case No. 12-3028-GA-RDR). Assuming that the initial monthly AMRP rate is
set at the maximum of $1.00, the AMRP rate for 2013 should be no higher than
$2.00. For 2014 the AMRP rate should be no higher than $3.00. For 2015 the
AMRP rate should be no higher than $4.00 and for 2016, the AMRP rate should
be no higher than $5.00. Without this rate cap on the annual AMRP Rider
amount, there would be no limit on the AMRP Rider rates that Duke could
request in future AMRP Rider cases. For residential customers, a rate cap on the
annual AMRP Rider amount helps to balance the need to maintain reasonable

rates with the need to complete the AMRP program on a timely basis.

1% In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates,
Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 7 (April 8, 2011).



Direct Testimony of Steven B. Hines
On Behalf of the Office of the Ohio Consumers’ Counsel
PUCO Case No. 12-1685-GA-AIR, et al.

IV. CONCLUSION

Q18. DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME?

AI8. Yes. However, I reserve the right to incorporate new information that may
subsequently become available through outstanding discovery or otherwise. 1
also reserve the right to supplement my testimony in the event that PUCO Staff
fails to support the recommendations made in the Staff Report and/or changes any

of its positions made in the Staff Report.
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Establishment of an Appropriate Recovery Method for Percentage of Income Payment
Plan Arrearages — Case No. 87-244-GE-UNC*

Eastern Natural Gas Company — Case No. 89-1714-GA-AIR*

Columbia Gas of Ohio, Inc. — Case Nos. 91-195-GA-AIR, 92-18-GA-GCR and
94-987-GA-AIR*

Monongahela Power Company - Case No. 91-1610-EL-AIR

Ohio American Water Company — Case Nos. 92-2299-WW-AIR, 95-935-WW-AIR,
01-626-WW-AIR, 03-2390-WS-AIR, 06-433-WS-AIR, 07-1112-WS-AIR,
09-391-WS-AIR* and 11-4161-WS-AIR

FEast Ohio Gas Company — Case No. 93-2006-GA-AIR*

Consumers Ohio Water Company — Case No. 95-1076-WW-AIR

Cincinnati Gas & Electric Company — Case Nos. 95-656-GA-AIR*, 03-218-GA-GCR¥*,
05-218-GA-GCR and 01-1228-GA-AIR Calendar Year 2005).

East Ohio Gas Company d/b/a Dominion East Ohio — Case Nos. 02-219-GA-GCR,
05-474-GA-ATA* and 07-829-GA-AIR

Aqua Ohio, Inc. — Case No. 07-564-WW-AIR, 09-560-WW-AIR and
09-1044-WW-AIR

Duke Energy Ohio, Inc. — Case Nos. 07-589-GA-AIR and 08-1250-GA-UNC

Mohawk Utilities, Inc. — Case No. 07-981-WW-AIR

* Cases where testimony before the Public Utilities Commission of Ohio was presented and
subject to cross examination
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STIPULATION AND RECOMMENDATION

Rule 4901-1-30, Ohio Administrative Code (OAC) provides that any
two or more parties to a proceeding may enter into a written stipulation
covering the issues presented in such proceeding. The purpose of this
document is to set forth the understanding of the parties who have
signed below (Parties) and to recommend that the Public Utilities
Commission of Ohio (Commission) approve and adopt, as part of its
Opinion and Order in these proceedings, this Stipulation resolving all of
the issues in the above captioned proceeding. This Stipulation is
supported by adequate data and information; represents a just and

reasonable resolution of all issues in this proceeding; violates no
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regulatory principle or precedent; and is the product of lengthy, serious
bargaining among knowledgeable and capable parties in a cooperative
process undertaken by the Parties to settle this case. While this
Stipulation is not binding on the Commission, it is entitled to careful
consideration by the Commission, where, as here, it is sponsored by
Parties representing a wide range of interests, including the
Commission’s Staff.! For purposes of resolving all issues raised by these
proceedings, the Parties stipulate, agree and recommend as set forth
below,

Except for enforcement purposes, neither this Stipulation nor the
information and data contained therein or attached, shall be cited as
precedent in any future proceeding for or against any Party, or the
Commission itself, if the Commission approves the Stipulation and
Recommendation, other than a proceeding to enforce the terms of this
Stipulation. This Stipulation and Recommendation is a compromise
involving a balancing of competing positions, and it does not necessarily
reflect the position that one or more of the Parties would have taken if
these issues had been fully litigated.

The Parties believe that this Stipulation represents a reasonable
compromise of varying interests. This Stipulation is expressly

conditioned upon adoption in its entirety by the Commission without

! Staff will be considered a party for the purpose of entering into this Stipulation
by virtue of O.A.C. Rule 4901-1-10(c).
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material modification by the Commission. Should the Commission reject
or materially modify all or any part of this Stipulation, the Parties shall
have the right, within 30 days of issuance of the Commission’s order, to
file an application for rehearing. Upon the Commission’s issuance of an
entry on rehearing that does not adopt the Stipulation in its entirety
without material modification, any Party may terminate and withdraw
from the Stipulation by filing a notice with the Commission within 30
days of the Commission’s entry on rehearing. Upon notice of termination
or withdrawal by any Party, pursuant to the above provisions, the
Stipulation shall immediately become null and void. In such event, a
hearing shall go forward and the Parties shall be afforded the opportunity
to present evidence through witnesses, to cross-examine all witnesses, to
present rebuttal testimony, and to brief all issues which shall be decided
based upon the record and briefs as if this Stipulation had never been
executed.

All the Signatory Parties fully support this Stipulation and urge the
Commission to accept and approve the terms hereof.

WHEREAS, the agreements herein represent a comprehensive
solution to the issues raised in these proceedings;

WHEREAS, all of the issues and concerns raised by the Parties

have been addressed in the substantive provisions of this Stipulation,




and reflect as a result of such discussions compromises by the Parties to
achieve an overall reasonable resolution of all such issues;

WHEREAS, this Stipulation is the product of the discussions and
negotiations of the Parties, and is not intended to reflect the views or
proposals that any individual party may have advanced acting
unilaterally, and this Stipulation represents an accommodation of the
diverse interests represented by the Parties, and is entitled to careful
consideration by the Commission;

WHEREAS, this Stipulation represents a serious compromise of
complex issues and involves substantial benefits that would not
otherwise have been achievable;

WHEREAS, the Parties believe that the agreements herein
represent a fair and reasonable solution to the issues raised in these
proceedings;

NOW, THEREFORE, the Parties stipulate, agree and recommend
that the Commission make the following findings and issue its Opinion
and Order in this proceeding in accordance with the following:

1. The Parties agree that CG&E shall receive a revenue increase of

$15,063,309, calculated as shown on Stipulation Exhibit 2.

2. The Parties agree to the revenue distribution, billing determinants,

and rates shown on Stipulation Exhibit 2.
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The Parties agree that CG&E shall amortize existing regulatory
assets requested for recovery in its filing in these cases as
recommended in the Staff Report of Investigation as filed on
January 18, 2002, and as in the updated Staff Report of
Investigation. The update to the Staff Report of Investigation is

attached as Stipulation Exhibit 1.

The Parties agree that the initial charges for Rider AMRP, set for
the period beginning on the effective date of rates in these cases
until the effective date of the next Rider AMRP rate approved by the
Commission, are as shown on Stipulation Exhibit 3. References
herein, and in Stipulation Exhibit 3, to specific dates for Rider
AMRP implementation, mean the first billing cycle of the applicable
revenue month. It is the intention of the Parties that the Rider
AMRP increases will be implemented on a bills rendered basis,
except for IT customers for whom increases will be implemented on
a service rendered basis, in the next billing cycle after the increase
is approved, and will continue in effect until the next Rider AMRP
increase becomes effective in the same manner. Such initial Rider
AMRP rates are not subject to the requirements set forth in

paragraph 5 of this Stipulation.

Subject to CG&E’s obligation to defend continuation of the AMRP

Rider as specified herein, the Parties agree that the rates for Rider

ATTACHMENT SBH-B
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AMRP, from May 1, 2003, through May 1, 2007, shall be set
subject to the rate caps shown on Stipulation Exhibit 4; however,
notwithstanding the rate caps shown on Stipulation Exhibit 4, the
fixed monthly charge for the residential class shall not be
increased by more than an incremental $1.00 in each of the years
2004, 2005, 2006, and 2007. CG&E shall refund to residential
customers any annual over-recovery of the residential revenue
requirement established in each annual proceeding to be filed by
CG&E in accordance with paragraph 6 of this Stipulation. Any
refund shall occur by an adjustment in the Rider AMRP fixed
monthly charge assigned to residential customers in the
subsequent year. The AMRP Rider rates set in the May 1, 2007
proceeding shall continue in effect until the effective date of the
rates set in CG&E’s next base rate case subject to Rider AMRP rate
changes through annual updates as described in paragraph 6, but
in no event shall such rates exceed the rate set in the May 1, 2007
proceeding. In any base rate case, filed subsequent to the effective
date of rates established in the instant case, if CG&E wishes to
continue Rider AMRP, it must specifically request such

continuarnce, and any party is free to challenge such continuance.

CG&E will file an application annually, beginning November 2002,

with a pre-filing notice demonstrating the justness and
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reasonableness of the level of recovery of expenditures associated
with the accelerated main replacement program (AMRP). The
annual filing will support the adjustment to CG&E’s revenue
requirement for increases to Rider AMRP as set forth in this
paragraph. The November pre-filing notice will consist of nine
months of actual and three months of projected data, will set the
then-current calendar year as the test year, and will set December
31 of the applicable year as the date certain. CG&E shall make its
Application and file an update of full year actual data by February
28 of each year. Staff shall conduct an investigation of CG&E’s
filing and, unless Staff finds CG&E's filing to be unjust or
unreasonable or if any other party granted intervention by the
Commission files an objection that is not resolved by CG&E by
April 1, of each year, the Staff shall recommend approval of
CG&E’s application for an increase of the Rider AMRP rate to the
Commission to be effective with the first billing cycle for the May
revenue month. If the Staff determines that CG&E’s application to
increase Rider AMRP is unjust or unreasonable, or if any other
party granted intervention by the Commission files an objection
that is not resolved by CG&E, the parties will not object to an
expedited hearing process in order to effectuate, to the extent

practicable, the implementation of Rider AMRP in the first billing




cycle for the May revenue month, or the first billing cycle of the

revenue month following the Commission’s decision. CG&E shall

continue to make its Rider AMRP annual filing until the effective
date of the Commission’s order in CG&E’s next base rate case.
CG&E’s revenue requirement calculation and Rider AMRP
application filed with the Commission shall include the original
cost and accumulated reserve for depreciation of property
associated with the AMRP Program that is used and useful on
December 31 of the prior year in the rendition of service as such
property is associated with the AMRP Program, including capital
expenditures for new plant (including but not limited to new mains
and services), adjustments for the retirement of existing assets,
calculated Post in Service Carrying Charges (PISCC) on net plant
additions and related deferred taxes until included in rates for
collection in Rider AMRP, a proper annual depreciation expense;
and, any sums of money or property that CG&E may receive to
defray the cost of property associated with the AMRP capital
expenditures. The rate of return assigned to the recovery of all
such net capital expenditures shall be at 9.10%, the midpoint of
Staff’s range on line 4 of Stipulation Exhibit 1. Neither the revenue
distribution proposed by Rider AMRP, the accounting provisions

contained in this paragraph 6, nor the allocation provision in

8 of 41




paragraph 7 below, shall have any precedential value in CG&E’s
next base rate case. Any gas cost savings resulting from the AMRP
Program shall be realized through the GCR. CG&E shall use
operations and maintenance savings resulting from the AMRP to
reduce Rider AMRP as described in paragraph 10. CG&E shall
include incremental property taxes associated with net plant
additions, expenses associated with the cost of meter relocations
and all customer owned service lines in accordance with the Staff
report at page 80. All other components of CG&E’s revenue
requirement related to the AMRP Program shall continue as
determined by the Commission’s Order in these cases until the
Commission’s Order in CG&E’s next base rate case. CG&E shall
not oppose the right of any interested party to legally permissible

discovery and/or a hearing in the annual Rider AMRP proceeding.

For each annual Rider AMRP update, CG&E will allocate the AMRP
revenue requirement to each class based on the respective class'
proportionate share of base revenues (not including Rider AMRP
revenues) for each applicable test year set in the annual Rider
AMRP update described in paragraph 6, and subject to the rate
caps shown in Exhibit 4. This paragraph and the revenue

distribution produced for Rider AMRP have no precedential value

ATTACHMENT SBH-B
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concerning revenue allocation or cost of service in CG&E’s next

base rate case.

The Parties agree that to the extent necessary to accurately
capture the Post in Service Carrying Charges associated with the
AMRP Program for inclusion in the subsequent year’s Rider AMRP
in accordance with the Staff Report at page 80, CG&E is
authorized to create the necessary regulatory assets. Such
regulatory assets will be included in unique sub-accounts of
Account 182.3, Other Regulatory Assets, and will be subject to
review by all parties in the annual Rider AMRP filing. CG&E shall
calculate the Post in Service Carrying Charges from the date that
the applicable assets are used and usefu!l until the next effective

date of the AMRP Rider.

Concurrent with the filing of this Stipulation CG&E agrees to file a
motion dismissing its pending alternative regulation application in
Case No. 01-1478-GA-ALT, requesting that the Commission close
that case, conditioned upon the Commission’s issuance of a final
non-appealable order approving this Stipulation in Cases No. 01-

1228-GA-AIR and 01-1539-GA-AAM.

The Parties agree that CG&E shall maintain its commitments until
the effective date of the Commission’s order in the next base rate

case, as listed in the Staff Report of Investigation filed January 18,

10




11.

12.

13.
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2002, at 72-73, notwithstanding the dismissal of Case No. 01-

1478-GA-ALT.

Before implementing any further incremental rate increases related
to the AMRP Program, other than Rider AMRP increases
contemplated by this Stipulation under the rate caps shown on
Stipulation Exhibit 4, CG&E will demonstrate the reasonableness
of such further increases in a base rate proceeding initiated by
CG&E or any other interested party. The Rider AMRP charges set
under this Stipulation will continue until the implementation of
revised rates, if any, after the Commission issues its final order in
such case. Nothing in this Stipulation prevents any interested
party from initiating at any time, a R. C. 4905.26 complaint case
challenging the level of the Rider AMRP rate and seeking an
adjustment to such rate, but not the existence and structure of

Rider AMRP.

CG&E shall not file a base rate case before January 1, 2004,
except attributable to circumstances directly resulting from an
emergency as declared by a jurisdictional governmental authority
or resulting from changes to existing statutory or administrative
laws or regulations.

The Parties agree that CG&E shall file its tariffs in these cases

such that individual customers will continue to be responsible for

11
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the cost of initial installation of curb-to-meter services; thereafter,
CG&E shall assume the financial responsibility for repair,
replacement and maintenance of all curb-to-meter services. For
this purpose, the Parties agree to the tariff amendments attached
as Stipulation Exhibits 9 and 10, respectively.

14. CG&E agrees that prior to the implementation of Rider AMRP, it

shall work in good faith to implement the following:

(@) Provide Staff and OCC a plan for general customer notification
pursuant to the Commission’s order in these cases and for
consumer education and notification of the Rider AMRP
program, including the change in curb-to-meter responsibility
and how CG&E is planning to address any consumer
complaints. '

(b} Prior to printing and distributing to share with Staff and OCC
the consumer education materials that CG&E plans to use.

{c) Schedule neighborhood meetings and inform Staff and OCC of
such schedule so that representatives from Staff and OCC
may participate and/or provide other materials.

15. The Parties agree that with respect to the Company's gas

Underground Protection™ program, CG&E shall:

a) Terminate the Underground Protection™ program related to
gr CUOI P
gas on the date that rates are effective in these cases.

(b) Refund customers' money for any prepayments applicable to
time periods after the date upon which rates are effective in
these cases.

16. The Parties agree that CG&E shall implement the following PIPP

arrearage-crediting program:

12




CG&E shall credit to a zero balance, the PIPP
Arrearages that are aged twelve months or more of gas
customers who are enrolled in the PIPP program as
either active or inactive PIPP customers on the effective
date of rates in these cases, and of gas customers who
are enrolled in the PIPP Arrears Crediting Program on
the effective date of rates in these cases. Such
crediting shall occur on or before December 31, 2002.

CG&E shall implement, no later than December 31,
2002, a one-time credit to a zero balance of all PIPP
gas arrearages that are aged twelve months or more of
gas customers whose PIPP accounts have been
finalized. CG&E will not pursue collection efforts for
such PIPP gas arrearages that are aged twelve months
or more as of the date that the one-time credit is
implemented (other than through the PIPP Rider). For
PIPP gas arrcarages that are aged less than twelve
months or that a customer accumulates on a going-
forward basis, CG&E reserves the right to pursue
collection. CG&E will grant new service or
reconnection of service even when a PIPP customer
has PIPP arrearages if the customer is current on their
PIPP installment(s) when the customer seeks to obtain
new service or reconnection of service.

17. The Parties agree that, in addition to the weatherization

commitment contained in paragraph 10 above, CG&E shall enter

into contracts no later than July 1, 2002, with a combined total of

no more than $65,000 per year, prorated for 2002, for furnace

replacement programs with the Clermont County Community

Action Agency and Cincinnati-Hamilton County Community Action

Agency. Such contracts shall continue in force until December 31,
2005, at which time CG&E shall continue annual funding of no

more than $65,000 toward weatherization programs through bid

13
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18.

19.

20.

contracts or until CG&E'’s next base rate case, whichever comes

first. CG&E shall continue to fund no more than $65,000

annually for weatherization projects until the Commission
establishes by order an effective date for rates in CG&E’s next gas
base rate case.

CG&E agrees to maintain training standards developed and

implemented on March 5, 2002, for its customer service

representatives to ensure that CG&E’s customer service
representatives inform PIPP eligible customers of the PIPP program.

CG&E agrees to actively offer and promote all payment plans

including the 1/3 payment plan option, currently known as the

Special Winter Provision (SWP} payment plan option, to consumers

in the manner shown on Stipulation Exhibit 5. CG&E will offer the

1/6 payment plan throughout the year and will offer the 1/3

payment plan during the winter months.

(a) CG&E shall provide Staff and OCC with statistics on the
number of consumers on the 1/6 and the 1/3 payment plans
for each winter heating season.

(b} Subsequent to the performance of 18(a) above, CG&E shall
provide to Staff and OCC a quarterly report of the number of
consumers on the 1/6 and 1/3 payment plans during each
winter heating season until the next base rate case.

CG&E shall offer residential customers payment plans (of three

equal installments) as shown on Stipulation Exhibit 6 for collection

14
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21.

22.

23.

24.

of either new deposits or deposits required as a result of re-
establishing financial responsibility.

The Parties agree that the tariff attached as Stipulation Exhibit 7
resolves all issues related to CG&E’s main line extension policy.
CG&E will prepare and provide to Staff and OCC an annual
assessment, in the form of a report or presentation, on the status
of Automated Meter Reading (AMR) in CG&E’s service territory. The
first such assessment will be provided before January 1, 2003. The
assessment will include technical alternatives that are being
considered, potential emerging technologies, cost/benefit analysis,
definition of a specific payback pericd and the number of AMR
units installed since the last report, by customer class.

The Parties agree to CG&E’s amended tariff attached as Stipulation
Exhibit 8 concerning notice to tenants of landlords, where the
landlord is the utility customer, prior to disconnection due to
either non-payment or the request of the landlord-customer.

CG&E agrees that it shall amend the language in its gas tariffs to
be consistent with its electric tariffs such that customers that
choose a gas marketer and become delinquent are returned to gas
system supply in the same enumerated time frame as customers
that choose a CRES provider and become delinquent are returned

to standard offer electric service,

15
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25. The Parties agree that the updated Staff Report of Investigation
resolves the following issues not otherwise specified in this
Stipulation or the exhibits attached hereto: Rate DGS; Rate SSIT;
Rate IDBS; Rate GS-AC; Rate RS-AC; Rate FTDC,; Rate FTMC; Rate
TOP Transportation; Rate FSTC; Rate ISTC; Schedules B-3.2 and
B-3.2(A); and Rate FRAS except that CG&E agrees to maintain
surety bonds as a credit option on Rate FRAS.

26. The Signatory Parties, with the exception of CG&E and Staff, agree

to withdraw such Parties’ objections and testimony.
The undersigned hereby stipulate and agree and each represents that

it is authorized to enter into this Stipulation and Recommendation this

/72 day of April, 2002.

16




THE CINCINNATI GAS & ELECTRIC COMPANY

By: Nt Y (9‘ g -

ﬁy( J. megé{n Jr. Senior érounfél
Its Attorney
139 Fourth Street, Room 25 ATII
Cincinnati, Ohio 45202
{(513) 287-2633

STAFF OF THE PUBLIC UTILITIES
COMMISSION OF OHIO

By: ﬁ/md gfo@

Jgdi Bair, Assistant Attorney General
Its Attormey

180 East Broad Street

Columbus, Ohio 43215-3793

(614) 644-8766

OHIO CONSUMERS’ COUNSEL

Colleen Mooney, Assista.ﬁ Consumers’ Counsel
Its Attomeys

10 West Broad Street, 18th Floor

Columbus, OH 43215-3485
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INDUSTRIAL ENERGY USERS OF OHIO

o St Mem A LAl A Sy plo wby

Gretchen Hummel, Esq.
Its Attorney

McNees, Wallace & Nurick
21 East State St., 7t Floor
Columbus, OH 43215

OHIO PARTNERS FOR AFFORDABLE ENERGY

oy oo C Pk LIl F fy pp AT
David C. Rinebolt, Esq.
Its Attorney
337 S. Main Street
4th Floor - Suite 5
Findlay, OH 45840

COMMUNITIES UNITED FOR ACTION

By: S ool WWN/(’/ZM/
d 7

Noel M. Morgan

Its Attorney

215 East Ninth Street
Suite 200

Cincinnati, OH 45202
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PEOPLE WORKING COOPERATIVELY, INC.

o T b LT

Henry W. Eckhart, Esq.

Its Attorney

50 West Broad Street, #2117
Columbus, Ohio 43215

Doc. no. 91406
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stipulation BX. 1, 1 of 2

THE CINCINNATI GRS & BLECTRIC COMPANY

Case ¥No. 01-1228-GA-AIR
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Bavenuz Requirements
Staft
Lomex Upper
Applicant Bound Sound
(a3
Rate Base (b} § 437,102,454 % 415,763,603 § 415,762,602
adjusted Operating Income (&) 3 27,400,542 29,3%3,738 & 19%,352,73%
Rate of Retuzn Barmed (2) / (1) 5.99% 7.08% T.08%
Rate of Return Recommended (d) 9.43% 5.86% (f) $.34% (£)
Raquired {perating Income (1) x (4} 3 3,104,761 % 36,840,724 § 38,832,227
fncome Deticiency ($) - (2) s 15,703,819 § 7,487,989 § 9,479,492
Gross Revenue Canversion Mactor (&) 1.6425756 1.638030 1.6318030
Revenue Increaxa Required (6) x (7} $ 25,794,710 § 12,165,530 8 15,527,692
Revenue Increase Recommanded 26,013,745 12,265,5%0 15,527,692
Adjustsd Operating Revenus {(¢) 458,331,187 411,203,196 411,203,196
Revenue Reguiremants (9) + (10} $ 484,345,132 % §23, 468,746 & 426,730,888

Incraase Over Curzent Revenus (9) / (10}

Applicant's Second Supplsmental Piling, Volume 8, (Octobex 5, 2001)
Staff's Schedule B-1

Gtaff’'s Bchedule C-2

Rafer to Rats of Retum Section

Staff's Bcheduls A-1.1

fattlement Response to Applicant’'s Objection 16a and 16h

5.68%

2.93% 3.78%
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Stipulation Exhibit 1, 2 of 2
THE CINCINNATI GAS & ELECTRIC COMPANY
Case No. 01-1228-GA-AIR
Staff’s Update to Staff Report of Investigation
1. Schedule A-1-Revenue Requirgments — Revise Rate of Return Recommended to 8.86% for Lower
Bound and 9.34% for Upper Bound resulting from change in long-term debt component.
2. Schedule B-5-Working Capital — Revise payroll lead days from 45.64 to 28.07 to reflect one-half year

vacation pay lead as discussed in Applicant’s Objection 2a.

3. Schedule B-3.2a-Accrual Rate Comparison — Revised Account 376-2761 Mains~Cast Iron & Copper
from an average service life of 60 to 58. Revised Account 380-2801 Services—Cast Iron & Copper
from an average service life of 48 to 46, Both are in response to Applicant’s Objection 12b.

4. Schedule C-4-Calculation of Federal Income Taxes ~ Revised weighted cost of debt from 3.62% to

3.68% taking into account the amortization period for individual debt issues. This is in response to
Applicant’s Objections 16a and 16b,

5. Schedule C-4-Calculation of Federal Income Taxes - Updated the calculation of federal income taxes
to include an additional tax deferred depreciation of $392,217 resulted from the Staff's recomrended
depreciation accrual rates. Also, to include other deferred taxes of $19,524, which are being written
back at tax rates other than 35%, or have permnanent differences related to them. This is in response to
Applicant’s Objection 14.

6. Schedule B-6-Other Rate Base Items - Updated the calculation of deferred taxes in Accounts 190, 282,

& 283 to include the date certain balances of these accounts as shown in the application, and to
continue excluding the deferred balances of several miscellaneous items, which were excluded in Case
No. 95-656-GA-AIR, and the deferred balance associated with Order 636. This is in respouse to
Applicant’s Objection 3.

7. -3.13-Ri i — Revised amortization period to four years
responding to Applicant’s Objection 10b and 10c.

8. M&W - Revised amortization period to four years responding to
Applicant’s Objection 11,
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Stiputation Exhibi 2
The Cincinnati Gas & Electric Company
CGAE Gas Rate Case Satfiement Proposal
Proposed Rate
Curent Proposed Proposed Customer/
Base Revenus Base Biling Determinates {1} Administraive  Per Mcf
Rate Class Revenue Increase Revenue RofBlls  Sales {Mel) Charge Charge
Residential Service (RS § 80454482 § 9804405 § 90,348,087 3768726 32050028 § 600 §1.8591
Residential - Firm Transportation (RFT) 12,912,005 1,606.077 14577102 653409 5044681 § 600 $1.8591
Total Residential 93,426,507 11,400.482 104,925,969
Genarai Service (GS) 24,853,897 2,276,796 27,130,693 N147¢ 11549376 8§ 2.00  $1.6300 First 100 Mef
$1.5700 Next400 Mcf
$1.5400 Additional Mcf
Fim Transportation (FT) 17,869,850 1,163,020 19,052,970 71887 10096819 5 2100 $1.6300 First 100 Mef
§1.5700 Next400 Mct
$15400 Addibonal Mcf
Internuptible Transportation (I7) 10,751,263 - 10,751,263 2180 16500968 § 50586  $0.4018
Tola! Non-Residential 53,495,110 3438816 56,934,926
Late Payment Charges 3,749,543 124,011 3,873,554
Total $ 150!671,160 § 15063309 § 165734469

Note: (1) From Company's Schedule B4,
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1/6 payment plan option and the 1/3 payment plan option (currently

Stipulation Exhibit S
CG&E Plan for Promoting Payment Plan Options

CG&E agrees to offer and promote its payment plans, including the

known as the Special Winter Provision payment plan), to consumers in
the following manner:

Annual bill inserts

Brochures at walk-in offices

Call Center training and help screens
Disconnect notices

Send materials on payment plan options to local community action
agencies and other nonprofits providing energy services to
consumers in CG&E’s service territory

Work through the Customer Collaborative and through separate
meetings detailed in Paragraph 17 of the Stipulation to
disseminate information on payment plan options to community
action agencies and other nonprofits providing energy services to
consumers

Sponsor an annual training session for community action agencies
and other nonprofits providing energy services to consumers on
payment plan options for customers

Doc. no. 91257
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Stipulation Exhibit 6

CG&E agrees to offer payment plans for collection of either new
residential deposits or residential deposits required as a result of re-
establishing financial responsibility due to the customer receiving notice
of non-payment. Such payment plans shall be in three equal monthly
installments. CG&E will not refuse to provide new service or disconnect
existing service for nonpayment of a residential deposit as long as the
residential customer is in compliance with his or her obligations under

such payment plan for payment of the deposit in installments.

Doc. no. 91314
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Gas No. 18
Shest No. 2.2

The Cincinnati Gas & Electric Company Cancels and Supersedes

139 East Fourth Street Sheet No. 62.1

Cincinnati, Ohio 45202 Page 1of 2

RIDER X
MAIN EXTENSION POLICY

APPLICABILITY

Applicable to gas service supplied In accordance with provisions of the appropriate rate currently in
effect, from the nearest available distribution main when, in the opinion of the Company, it is

necessary to extend such main.

EXTENSION PLAN

1. Normal Extensions. An extension of one hundred (100} feet or less shall be made by the
Company to an existing distribution main without charge for a prospective customer who shall

apply for and contract to use service for one year or more.

2. Other Extensions.

{(a) Individual Customer. The Company may extend a main in excess of one hundred (100) feet
without charge to an individual customer whose monthly volume shall be in excess of the
minimum use as specified within the applicable tariff under which service will be provided and
the Company has existing adequate peak demand capabilities, as required by the customer.
in the event the Company’s applicabie tariff does not contain a minimum use volume, then the
monthly minimum bill, exclusive of customer charges and the cost of purchased gas, shall be
one and one-half percent (1.5%) of the cost of the main extension. The custormer will be
obligated to receive service for a minimum term which wili allow the Company to recover the
cost of the main extension. The customer shall be bifled the minimum amount or volume for
each month during the minimum term as specified in the agreement. In the event the
customer terminates service prior to the expiration of the minimum term of service, the
Company may charge the difference between the cost of the main extension and revenue
received from the customer, exclusive of customer charges and the cost of purchased gas,

as a termination charge.

(b) Multiple Customer Extensions.

(i) __Existing Subdivisions and New Nan-Joint Trench Subdmsmns. When an extension of

the Company's main to serve an applicant

aatain-subdivisien-amounts ta more than one hundred (1 00) feet per customer, the
Company may require the total cost of the footage in excess of one hundred (100)
feet per customer to be deposited with the Company by the appl:canl based on the

estimated cost per foot for mam extenslons

Filed pursuant to an Entry dated in Case No. O1-1228-GA—AIR before the Public Utllit!es

Commission of Ohlo.

Issued: Effoective:

Issued by J. Joseph Hale, Jr., President

=4
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Gas No. 18
Shest No. 62.2
The Cincinnati Gas & Electric Company Cancels and Supersedss
139 East Fourth Street Sheet No. 62.1
Cincinnati, Ohio 45202 Page 20f 2

Fited pursuant to an Entry dated

Commission of Ohio.

in Case No. 01-1228-GA-AIR before the Public Utilities

Issued:

Issued by J. Joseph Hale, Jr., President

Effective:

©
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Gas No. 18
Sheet No. 62.2

The Cincinnati Gas & Electric Company Cancels and Supersedes (C)

139 East Fourth Street Sheet No. 62.1

Cincinnati, Ohio 45202 Page 3of 2
EXTENSION PLAN (Contd.)

©

3. Nothing contained herein shall be construed to prohibit the Company from making extensions
under different arrangements provided such arrangements have been approved by the Public
Utilities Commiission of Ohilo.,

4. Nothing contained herein shall be construed as to prohibit the Company from making, at its
axpense, greater extensions than herein prescribed, should its judgment so dictate, provided like
free extensions are made to other customers under similar conditions.

SERVICE REGULATIONS
The supplying of, and billing for, service and ali conditions applying thereto, are subject to the

jurisdiction of The Public Utilittes Commission of Ohio, and to Company's Service Regulations
currently in effect, as filed with The Public Utllities Commission of Ohio, as provided by law.

Doc. no. 91261 |
Filed pursuant to an Entry dated in Case No. 01-1228-GA-AIR before the Public Utilities
Commission of Ohio.

Issued: Effective:

Issued by J. Joseph Hale, Jr., President
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ATTACHMENT SBH-B

SECTION Vi - DISCONNECTION FOR NONPAYMENT AND DEPOSIT PROVISIONS

1. Disconnection for Nonpayment: Resldential Customers

The Company will comply with the provisions of the disconnection rules set forth in Chapter 4801:1-
18 0.A.C. (Ohlo Administrative Code) as amended.

2. Disconnection for Nonpayment: Non-Residantial Customers

An account will be considered delinguent and be subject to the Company’s disconnection procedures
for non-payment if any bill remains unpaid after the due date.

The Company will mail or otherwise give notice of impending disconnection for nen-payment to the
customaer prior to disconnector.

3. Reconnection of Service

Reconnection of service that has been disconnected for nonpayment shall be made pursuant to the
following provisions:

{2y Upon payment or proof of payment, including any reconnection charge, for service that was
previously disconnected, reinstatement of service shall be made by the close of the following
regutar Company working day.

{b) If service is disconnected and the customer wishes o guarantee the reinstatement of service the
same day on which payment is rendered, the customer must make payment in the Company's
business office, or provide proof of payment, and notify the Compeny before 12:30 p.m. that
reinstatemant of service is requested the same day.

{c) If a guarantor Is required in order to re-establish service, the guarantor must sign an
acknowledgment of willingness to accept the responsibility for payment of the customer's bill in
casa of the customer's default.

4, Charge for Reconnection of Service

The Company may charge and collect in advance the dollar amount specified on Tariff Sheet
*Charge for Raconnection of Service,” Sheet No. 82, for reconnecting a customer’s service after service
Is disconnected because of nonpayment of the bill when due or when service Is discontinued because of
unauthorized or fraudulent use, tampering with Company equipment, or denlal of access to the premises
as set out In Section il Paragraph 9, Access o Premises, of these GAS SERVICE REGULATIONS.

Fited pursuant {o an Entry dated Rebrsary12:-1987- in Case No. 85-856-GA-AlR-and-Case-hlo-07-34-
SA-ATAbefore the Public Utilittes Commission of Ohlo,

issued: Apdh34-1007 Effective: February-12,1887
Issued by Gregory G, Ficke\W--J-Grealis, President




ATTACHMENT SBH-B

32 of 41
STIPULATION EXHIBIT 8
PAGE 2 OF 2
P.U.C.O. Gas No. 18
The Cincinnati Gas & Electric Company Sheet No. 25.54
139 East Fourth Street Cancels Sheet No. 2543
Cincinnati, Ohio 45202 Page 2 of 2

SECTION Vi - DISCONNECTION FOR NONPAYMENT AND DEPOSIT PROVISIONS {Contd.)
5. Residentlal Tenant Rights

The Company will comply with the provisions of the disconnection rules set forth in Chapter 4901:1-
18 O.A.C. as amended. In addition, if a customer who Is a Property Owner/Rental Agent at master-
metered premises requests disconnection of service and there are remaining resicential tenants at the
premises, the Company is required to notify the tenants of the intended disconnection of service. This
notification will be posted In a conspicuous place at the premises at least 10 werking-days prior to the [ (M
scheduled date for disconnection of service. The Property Owner/Rental Agent shall continue to be liable
for all gas consumed during the 10-day notice period. This notice provision shall not preciuda the
Company from taking appropriate actions where safety or tampering issues are raised, including
disconnection of service without notice in such circumstances.

If a customer who s &M&Qﬂﬂeﬂ&ml Aaent but whose mum_wt_amﬂﬂmﬁ
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lrcumstanges

8. Deposit Provision

The Company may require a Security Deposit of any customer, residential or non-residential, in
addition to the requirement of payment for prior indebtedness, as set forth in Section ll, 2. Supplying
Service, in compliance with the provisions of Section 4933.17 of the Ohio Revised Code, and as to
residential accounts only, the rules set forth in Chapter 4901:1-17 of the 0O.A.C., as amended. The
Security Deposit may be requested prior ta the rendering of utility service or at a later time.

Filed pursuant to an Entry dated February-12,-400%- in Case No. 85-656-CGA-AIR-and-GCase-Ne—H7-34-
GA-ATA-befora the Public Utilittes Commission of Ohlo.

Issued: April-44.-1887% Effective: Eebruan-12,-1807
Issued by Gregory C. FickeW:-J~Grealis, President [
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SECTION li - SUPPLYING AND TAKING OF SERVICE

1. Character of Service

The Company by its present franchise requirements has agreed to furnish gas of the kind and quality
from which its supply is procured. Said gas may be supplemented with other gases provided their quality is
equivalent to the gas supplied by the Company’s suppliers.

2. Supplying Service

Service is supplied under and pursuant to these GAS SERVICE REGULATIONS and any modifications
or additions thersto lawfully made and approved by the Public Utilities Commission of Ohio. Nothing
contained in the Company’s tariffs shall relieve the Company of its duties and obligations under all applicable
Federal and State gas pipeline safety laws and regulations.

Service is supplied under a given rate schedule at such points of delivery as are adjacent to the
Company facilities which are, in the Company’'s judgment, adequate and suitable as to capacity and pressure,
to supply such service; otherwise, spaecial agreements between the customer and the Company may be
required. Should the gas requirements of the customer change, as to capacity or use, the Company may
require that the service be supplled from a different facliity if the original facllity is or becomes inadequate and
unsuitable for its intended purpose. If special agreements between the customer and the Company are
required, gas service will not be supplied until the agreements are executed by the customer and the

Company.

The availability of service under this Tariff, P.U.C.O. Gas No. 18, {o customers who have elected to
relieve the Company of its obligation to provide commodity servica under the Company's regulated GCR
system supply shall be subject to the rules, regulations, and orders of the Pubiic Utliities Commission of Ohio,
including, without limitations, those contained within Case No. 85-800-GA-UNC, as may be modified from
time to time.

Service will not be supplied to any premises If, at the time of application for service, the applicant is
indebted to Company for service previously supplied at the sama or other premisas until payment of such
indebtedness shall have been made. Unpaid balances of previcusly rendered Final Bills may be transferred
and included on the Initial or subsequent bill for a like service account. Such transferred Final Bills, if unpaid,
will be a part of the past due balance of the transferee account and subject to the Company’s collection and
disconnection procedures which are govemned by Chapter 4901:1-18 of the Chio Administrative Code. The
transfer of final bills is limited to like service, I.e., residential to residential, commerclal to commercial, gas to
gas, electric to electric, and combination to combination. The unpald balances for slectric and gas service in
a combination account shall remain separate. The transfer of unpaid balances from a combination account to
a transferea combination account Is limited to like service, Le., electric to electric and gas to gas. Any
transfer of gas, electric or combination accounts shall not affect the residential customer’s right to elect and
maintain an extended payment plan for gas, electric or combination service under Rule 4901:1-18-11 of the
Ohio Administrative Code.

Filed pursuant to an Entry dated December 24, 1996 Case No. 95-656-GA-AIR before the Public Utilities
Commission of Ohio._
Issued: May 1, 1997 Effective: December 26, 1996

Issued by W. J. Grealis, Prasident
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SECTION Il - SUPPLY AND TAKING OF SERVICE (Contd.)

Commercial and industrial service will not be supplied or continued to any premises if, at the time of
application for service, the applicant is merely acting as an agent of & present or former customer who is
indebted to the Company for service previously supplied at the same or other premises until payment of such
Indebtedness shalf have been made. Commercial or industrial service will not be supplied or continued to any
premises where the applicant is a partnership, corporation or limited liability company whose general pariner,
controlling stockholder or controlling member is a present or former customer who is indebted to the
Company for service previously supplied at the same or other premises until payment of such indebtedness
shall have been made.

3. Information Relative to Service

Information relative to the installation or relocation of service piping at a given location must be obtained
from the Company. This Information should be requested well in advance of the time of construction of the
project to allow the necessary time required to determine the exact engineering details for the individual
customer installation. Such information will be confirmed In writing if requested by the customer.

In any instance where the Company determines that a customer must sign a construction, maintenance,
special equipment agreement, or any other written agreement in order to provide for the ongoing and overall
service of the customer's gas requirements, all such agreements must be fully executed and received by the
Company prior to supplying gas to the customer's system. The providing of gas on a temporary basis has no
effact on the above requirements relating to permanent service.

4. Continuity of Service

The Company will make reasonable provisions to supply satisfactory and continuous gas service, but
does not guarantee a constant or uninterrupted supply of gas and shall not be llable for any damage or claim
of damage atiributable to any interruption of service caused by accident or casualty, extraordinary action of
the elements, action of any governmental authority, litigation, deficiency of supply or by any cause which the
Company could not have reasonably foreseen and made provision against.

5. Suspension of Service for Repairs and Changes

When necessary to make repairs to or changes in the Company’s plant, transmission or distribution
system, or other property, the Company may, without incurring any liability therefor, suspend service for such
periods as may be reasonably necessary and in such manner as not to inconvenience the customer
unnecessarily. Customers will be given notice prior to any scheduled maintenance interruption in excess of

six (8) hours duration.

Filed pursuant to an Entry dated December 24, 1996 Case No. 95-656-GA-AIR before the Public Utilities
Commission of Ohio._

lssued: May 1, 1997 Effective: December 26, 1996

Issued by W. J. Grealis, President
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SECTION Il - SUPPLY AND TAKING OF SERVICE (Contd.)

6. Use of Service

Service is supplied directly to the customer through the Company’s own meter and is to be used by
customer only for the purposes specified in and in accordance with the provisions of the appiicable rate
schedule and these regulations and any service agreement. Service is for the customer’s use only and under
no circumstances may the customer or the customer's agent or any other Individual, association or
corporation install meters for the purpose of reselling or otherwise disposing of service supplied by the
customer. The customer may install tab meters for the purposes of measuring consumption.

The customer will not install pipes under a street, alley, lane, court or avenue or other public space in
order o obtain service for adjacent property through one meter even though such adjacent property is owned
by the customer, without the prior written approval of the Company.

In case of unauthorized sale, use, extension or other disposition of service, the Company may
discontinue the supplying of service to the customer until such unauthorized act Is discontinued and full
payment Is made for all service supplied or used, bilted on the proper classification and rate schedule, and
reimbursement in full made to the Company for all extra expenses incurred, including expenses for clerical
work, testing, and Inspections. Failure of the Company to exercise Its right to discontinue the supplying of
service in the above situations does not affect its right to resort thereafter to such remedy for the same or any
future default or breach by the customer,

7. Customer's and Company's Responsibility

meter servnce and for an a rew:th The agsumes
responsibility for the repair, replacemen( and maintegance of the curb-to-meter service,

8. Right-of-Way

The customer, without relmbursement, will make or procure conveyance to the Company, right-of-way
satisfactory to it across the property owned or controlfed by the customer for the Company’s lines or
extansions thereof necessary or Incidental to the supplying of service to the customer, or customers beyond
the customer's property when such rights are limited to installations along dedicated streets and roads in the
form of Grant or instrument customarily used by the Company for these facilities.

Filed pursuant to an Entry dated December 24, 1996 Case No. 95-656-GA-AIR before the Public Utilities
Commission of Ohlo._
Issued: May 1, 1997 Effective: December 26, 1996

Issued by W. J. Grealis, President
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SECTION it - SUPPLY AND TAKING OF SERVICE (Contd.)

9. Access to Premises

The properly authorized agents of the Company shalil at alt reasonable hours have the right and privilege
to enter the premises of the customer for the purpose of reading meters, testing or inspecting the customer's
installation and examining, repairing, replacing, removing, or disconnecting the Company's meters, the gurp-
to-metsr service, or for removing or disconnecting any or all of the Company's equipment, or other Company
property, and for all other purposes incident to the supplying of service, and for such purposes the customer
authorizes and requests his landlord, if any, to permit such access to the premises. Reasonable hours of
access are the daylight hours except for emergencies, where requested by the customer, or with the
customer’s consent and except for disconnection for nonpayment of bills which hours of access are subject to
the provislons under Section V! Paragraph 1, Disconnection for Nonpayment; Residentlal Customers, of
these GAS SERVICE REGULATIONS.

Upon request, the Company's authorized agent will display histher identification badge or Company pass
and state the reasons for requiring access.

If, after the Company has made reasonable efforts to obtain access to the premises for the purpose
described above, the customer fails to grant the Company access, the customer denying access shall be
deemed in violation of these GAS SERVICE REGULATIONS pursuant to Section | Paragraph 3 herein,
Company's Right to Refuse or to Disconnect Service.

Filed pursuant to an Entry dated December 24, 1996 Case No. 95-656-GA-AIR before the Public Utilities
Commission of Ohio._

Issued: May 1, 1997 Effective: December 26, 1996

Issued by W. J. Grealis, President
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SECTION Hi - CUSTOMER'S AND COMPANY'S INSTALLATIONS

1. Nature and Use of Installation

All equipment furnished by the customsr, on the premises or connecting the premises with the
Company’s service, shall be suitable for the purposes thereof, and shall be instalied by the customer and
maintained, repaired and replaced by the sustemerCompany at all times in conformity with the safety

requirements of the accredited agency having jurisdiction and with the rules and regulations of the Company.

The piping and fittings for the distribution of gas after it has passed the meter, may be installed by any
competent gas fitter employed by the customer or proprietor of the premisas, subject, however, 1o the
inspection and approval of the Company which requires an inspection and test of all such piping.

An application for inspection and test must be made to the Company when the piping work has been
comptated, but prior to its concealment by plastering, floaring or other materials.

All piping shall be instalied in accordance with appllcable building codes and the rules and reguiations of
the Company.

2. Installation of Meters

Gas will be measured by a meter or meters to be Installed by the Company upon the customer's
premises at an agreed upon point convenient for the Company’s service, Meters for new single-family
residences are to be located cutside the residence.

3. Instaliation, Repair and Replacement of Lines

Except as otherwise provided in these GAS SERVICE REGULATIONS, in service agreements or rata
schedules, the Company will install and maintain its fines and equipment on its side of the point of delivery;
(outlet side of the curb vaive or at the curb or apparent curb when the shut off valve is not located near the
curb), _its meters and service requlators and maintain service piping without cost to the customer, except that
customer is responsible for initial _ingtallation costs of service piping from curb to_meter.-but-shall-not-be
Faqu#eé O BOa-Or-rep a-any-linos-or-aquipment—excepl-meters-and-senvice-requiato —or-the
customers—side-of-the-point-of-delivery-withaut-cost—te—the—sustermer  Only the Company's agents are

authorized to connect the Company's service to the customer’'s service.

21 H St - crifd -z -

All meters and equipment furnished by and at the expense of the Company, which may at any time be on
sald premisaes, shall, unless otherwise expressly provided herein, be and remain the property of the
Company, and the customer shall protect such property from loss or damage. No one except an agent of the
Company shall be permitted to remove or handle sams,

Filed pursuant to an Entry dated December 24, 1996 in Case No. 95-656-GA-AIR before the Public Utilities
Commission of Ohio._
Issued: December 26, 1996 Effective: December 26, 1988

Issued by W. J. Grealls, President
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SECTION Il - CUSTOMER'S AND COMPANY'S INSTALLATIONS (Contd.)

The point of delivery will be located as near to the curb line as practicable. Upon receipt of an
application for new gas service, where said service will be installed to provide primary heating for an existing
structure previously heated through consumption of a non-regulated energy source, the Company may install
the gas service pipe extending from the point of delivery to the inlet of the meter connection at its expense.
For all other applicants for new gas service or for existing customers the portion of the gas service pipe
extending from the point of delivery to the inlet of the meter connection may be instailed by the Company at
its prevailing prices. The customer or the customer's agent, at the customer’'s expense, may install said
portion upon proper execution of an order of notification subject to the Company's rules, regulations and
current specifications, subject to inspection and test by the Company, provided that a distribution main of
adequate capacity is adjacent ta the premises to be servaed. The service piping from the paint of delivery to
the inlet of the meter connection shall be ewned; repaired and replaced at the expense of the
customerCompany-ertandlerd regardless of whether it was originally instailed at the Company's expense,
The service pipe will end at the intet of the meter connection. If it should be necessary to extend the service
pipe beyond the point of entry, such extension shall be encased.

Only one gas service will be installed into any individual dwelling, building or building units, unless the
units are sectionalized by acceptable fire separation such as firewalls, regardless of the number of customers
to be served therein.

The customer's gas service line shall be as short as practicable, but not fimited to a specific length. The
proposed size, length, and direction of the gas service pipe and proposed meter location shall be subject to
the Company's approval.

No connection or work of any kind shall be done on a gas main or the Company's piping by anyone who
is not an authorized representative of the Company, except that the customer's agent may, at the Company’s
option, be designated as an authorized representative of the Company upon request.

When repairs on, or replacement of, the custemers service piping is required between point of delivery
and the inlet to the meter, such work will be done at the custemersCompany’s expense by-the-Company-the

sustomer-or-the-custemere-agent only after the gas has been shut off and the piping has been disconnected
by the Company. An application for inspection and test must be made to the Company when piping work has

been completed by the customer or the customer's agent.

The cost of the Company inspections and test of piping installed by the customer or the customer’s agent
will be borne by the customer.

Filed pursuant to an Entry dated Dacember 24, 1996 in Case No. 95-656-GA-AIR before the Public Utilities
Commission of Ohio._
lssued: December 26, 1996 Effective: Decemnber 26, 1996

Issued by W. J. Grealis, Prasident
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SECTION Il - CUSTOMER'S AND COMPANY'S INSTALLATIONS (Cont'd.)

4. GChange in Installations

As the Company's facilities used in supplying service to the customer have a limited capacity, the
customer must give reasonable advance notice fo the Company and obtain the Company's consent before
making any material changes or increases in the customer's installation.  After receipt of such notice, the
Company will give its written approval of the proposed change or increase, or it will inform the customer of the
prerequisites to receipt of service for such change or increase.

The customer shall be solely responsible for all damages sustained by the Company or any person due
to the customer's failure to give reasconable advance notice to the Company of such changes in the
customer’s installation.

Filed pursuant to an Entry dated December 24, 1996 in Case No. $5-656-GA-AIR before the Public Utilities
Commission of Ohio._

Issued: December 26, 1996 Effective; December 26, 1996

issued by W. J. Grealis, President
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CERTIFICATE OF SERVICE

I, the undersigned, hereby certify that a copy of the foregoing
Stipulation and Recommendation was served on the following, via hand
delivery, e-mail, or overnight delivery, postage prepaid on April 17, 2002,

ALl

Paul A. Colbert

Colleen L. Mooney, Esq.

Ohio Consumers' Counsel

10 West Broad Street, 18th Floor
Columbus, OH 43215-3485

Gretchen Hummel, Esq.
IEU-Ohio

McNees, Wallace & Nurick
21 East State 3t., 7t Floor
Columbus, OH 43215

David C. Rinebolt, Esq.

Ohio Partners for Affordable Energy
337 8. Main Street

4% Floor -~ Suite 5

Findlay, OH 45840

M. Howard Petricoff, Esq.

The New Power Company
Vorys, Sater, Seymour & Pease
52 East Gay Street

P. O. Box 1008

Columbus, OH 43216-1008

Charles Harak, Esq./Jerrold Oppenheim, Esq.
IUu

77 Summer Street, 10t Floor

Boston, MA 02110

Noel M. Morgan

Communities United for Action
215 East Ninth Street

Suite 200

Cincinnati, OH 45202




Jodi J. Bair, Esq.

Assistant Attorney General ‘
Public Utilities Commission of Ohio
180 East Broad Street, 9th Floor
Columbus, Ohio 43215

Henry W. Eckhart, Esq.

People Working Cooperatively, Inc.
50 West Broad Street, #2117
Columbus, Ohio 43215

Kimberly W. Bojko

The Qhio Home Builders Association
McNees, Wallace & Nurick LLC

Fifth Third Center

21 East State Street, 17t Floor
Columbus, OH 43215-4228
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In the Matter of the Application of ) CO
Duke Energy Ohio, Inc. for an ) Case No. 07-589-GA-AIR
Increase in Rates )

In the Matter of the Application of )
Duke Energy Ohio, Inc. for Approval) Case No. 07-590-GA-ALT
of an Alternative Rate Plan for its )
(as Distribution Service )

In the Matter of the Application of )
Duke Energy Ohio, Inc. for Approval) Case No. 07-591-GA-AAM
to Change Accounting Methods )

STIPULATION AND RECOMMENDATION

Rule 4901-1-30, Ohio Administrative Code (“OAC”) provides that
any two or more parties to a proceeding may enter into a written
stipulation covering the issues presented in such proceeding. The
purpose of this document is to set forth the understanding of the parties
who have signed below (“Parties”) and to recommend that the Public
Utilities Commission of Ohio (“Commission”) approve and adopt, as part
of its Opinion and Order in these proceedings, this Stipulation resolving
all of the issues in the above-captioned proceeding.! This Stipulation is
supported by adequate data and information; and as an integrated

complete document represents a just and reasonable resolution of all

' The Parties expressly agree that the issue of fixed vs. volumetric rate design
and/or a sales decoupling rider is not intended to be resolved through this Stipulation
and will be decided by the Commission foliowing the hearing, as noted in footnote 7.
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ATTACHMENT SBH-C

issues in this proceeding; violates no regulatory principle or precedent;
and is the product of lengthy, serious bargaining among knowledgeable
and capable parties in a cooperative process undertaken by the Parties to
settle this case.  While this Stipulation is not binding on the
Commission, it is entitled to careful consideration by the Commission,
where, as here, it is sponsored by Parties representing a wide range of
interests,? including the Commission’s Staff.3 For purposes of resolving
all issues raised by these proceedings, the Parties stipulate, agree and
recommend as set forth below.

Except for enforcement purposes, neither this Stipulation nor the
information and data contained therein or attached, shall be cited as
precedent in any future proceeding for or against any Party, or the
Commission itself, if the Commission approves the Stipulation and
Recommendation. This Stipulation and Recommendation is a careful
compromise involving a balancing of competing positions, and it does not
necessarily reflect the position that one or more of the Parties would have

taken if these issues had been fully litigated.

2 In addition to the Company and the Staff, the residential customers are
represented by the Office of the Ohio Consumers’ Counsel (“OCC”) and the City of
Cincinnati, also representing various City-owned and/or operated governmental
facilities; Ohio Partners for Affordable Energy (*OPAE”) and as a provider of
weatherization and essential infrastructure services to the low income residential
consumers within DE-Ohio’s service territory, People Working Cooperatively (*PWC”};
industrial customers are represented by the Ohio Energy Group {(“OEG”); and the
natural gas marketers consist of Interstate Gas Supply, Inc. (“1GS”), Integrys Energy
Services, Inc. (“Integrys”), Direct Energy Services, Inc. (*Direct”) and Stand Energy
Corparation (“Stand”).

3 Staff will be considered a party for the purpose of entering into this Stipulation
by virtue of O.A.C. Rule 4901-1-10(c).

225189
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ATTACHMENT SBH-C

The Parties believe that this Stipulation represents a reasonable
compromise of varying interests. This 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 all or any part of this Stipulation, the Parties shall
have the right, within 30 days of issuance of the Commission’s order, ta
file an application for rehearing. Upon the Commission’s issuance of an
entry on rehearing that does not adopt the Stipulation in its entirety
without material modification, any Party may terminate and withdraw
from the Stipulation by filing a notice with the Commission within 30
days of the Commission’s entry on rehearing. Other Parties to this
Stipulation agree to defend and shall not oppose the withdrawal and
termination of the Stipulation by any other Party.* Upon notice of
termination or withdrawal by any Party, pursuant to the above
provisions, the Stipulation shall immediately become null and void. In
such cvent, a hearing shall go forward, and the Parties shall be afforded
the full opportunity to file and present evidence through witnesses, to
cross-examine all witnesses, to present rebuttal testimony, and to brief
all issues which shall be decided based upon the record and briefs as if

this Stipulation had never been executed.

4 Any signatory Party has the right, in its sole discretion, to determine what
constitutes a “material” change for the purposes of that Party withdrawing from the
Stipulation.

225189
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All the Signatory Parties fully support this Stipulation and urge the
Commission to accept and approve the terms hereof.

WHEREAS, the agreements herein represent a comprehensive
solution to the issues raised in these proceedings;

WHEREAS, all of the issues and concerns raised by the Parties
(excluding issues not covered by the Stipulation) have been addressed in
the substantive provisions of this Stipulation, and reflect as a result of
such discussions compromises by the Parties to achieve an overall
reasonable reschution of all such issues;

WHEREAS, this Stipulation is the product of the discussions and
negotiations of the Parties, and is not intended to reflect the views or
proposals that any individual party may have advanced acting
unilaterally, and this Stipulation represents an accommodation of the
diverse interests represented by the Parties, and is entitled to careful
consideration by the Commission;

WHEREAS, the Stipulation is supported by DE-Ohio’s application,
standard filing requirements and all of DE-Ohio’s testimony and
objections; testimony and objections of the signatory parties; the
financial audit by Blue Ridge Consulting Services, Inc.; and the Staff

Report of Investigation filed December 20, 2007 (“Staff Report”);
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WHEREAS, this Stipulation represents a serious compromise of
complex issues and involves substantial benefits that would not
otherwise have been achievabile;

WHEREAS, the Parties believe that the agreements herein
represent a fair and reasonable solution to those issues raised in these
proceedings that are addressed in this Stipulation;

NOW, THEREFORE, the Parties stipulate, agree and recommend
that the Commission make the following findings and issue its Opinion
and Order in this proceeding in accordance with the following:

1. Revenue increage. The Partics agree that DE-Ohio shall receive a

revenue increase of $18,200,000, calculated as shown on
Stipulation Exhibit 1, which is a revised Schedule A-1.5

2. Revenue distribution, billing determinants and rates. The

Parties agree to the revenue distribution, billing determinants, and
rates shown on Stipulation Exhibit 2. The rates reflect elimination
of $6,000,000 of what the Company claims is a subsidy/excess,5
phased-in over two years, and calculated on the basis of the agreed

revenue requirement and DE-Ohio’s updated cost of service study.?

3 DE-Ohiio is not required to file the 60-day update filing of actual financial data
for the test year.

6 In signing this Stipulation, OCC and OPAE are not agreeing to the Company’s
characterization of this amount as a subsidy.

7 The Parties expressly note that the OCC and OPAE oppose the Staff Report’s
recommendation relating to fixed straight variable rate design. The City of Cincinnati
takes no position with respect to this issue. The issue of fixed vs. volumetric rate
design and/or a sales decoupling rider is not resolved through this Stipulation and will
be decided by the Commission following the evidentiary hearing.

225189
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3. Amortization of Deferred Expenses. The Parties agree that DE-

Ohio shall amortize deferred rate case expenses requested for
recovery in its filing in these cases as recommended in the Staff

Repeort.

4, Depreciation Rates. DE-Ohio will implement new depreciation

rates as shown on Stipulation Exhibit 5. The new rates represent
the mid-point between DE-Ohio’s rates as proposed in its original

application and the rates proposed in the Staff Report.

5. Common Plant Allocation Factor. For purposes of this

settlement, the allocation of common plant related to the provision
of gas distribution service will be based on an updated allocation
factor 18.29% that excludes the generation plant assets

contributed to DE-Ohio by Duke Energy North Americas, LLC.

6. Rider AMRP -2008 Rates. DE-Ohio will file by February 29, 2008

the actual data to support a Rider AMRP adjustment for the last
nine months of 2007. The Rider AMRP revenue requirement will
be modified to include deferred curb-to-meter expense and riser
expense, net of maintenance savings, for calendar year 2007.
Such net deferred expense shall be capitalized with carrying
charges at an annual rate of 5.87%, representing the Company’s
long-term debt rate, and recovered through Rider AMRP, beginning

in this filing. DE-Ohio may elect to recover this expense in any
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annual Rider AMRP filings, provided that the recovery does not
exceed the Rider AMRP cumulative residential rate caps. If this
deferred expense causes DE-Ohio to exceed the Rider AMRP
cumulative rate cap in any year, then DE-Ohio may recover that
portion of the deferred expense that exceeds the rate cap in a
subsequent year as long as the recovery does not exceed the
cumulative rate cap. The new Rider AMRP residential rates shall
be limited on a cumulative basis as shown on Stipulation Exhibit
4, page 3 of 3, and shall be recoverable pursuant to the Rider
AMRP revenue allocation as described in paragraph 9, infra. DE-
Ohio may implement these rates, effective with the beginning of the
first billing cycle following issuance of the Commission’s order,
adjusted as necessary to permit the Company full recovery of the
revenue increase through May 1, 2009, subject to refund, upon
Commiission approval of this Stipulation. The Commission Staff
and parties may investigate, file objections, and hold a hearing on
these rates as part of the next annual Rider AMRP proceeding as
discussed below. If the Commission finds that DE-Ohio over-
collected on the 2008 Rider AMRP rates, then DE-Ohio shall
refund the over-collected amount with interest calculated at the
same interest rate that DE-Ohio earns for the Rider AMRP riser

expense deferrals.
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Rider AMRP -~ Procedure. Following the implementation of new

Rider AMRP rates discussed in paragraph 6, above, DE-Ohio will
file a pre-filing notice and application annually to implement
subsequent adjustments to Rider AMRP, beginning in November
2008.8 The Company will bear the burden of proof in its annual
Rider AMRP filings and the Company’s annual pre-filing notice
shall demonstrate the justness and reasonableness of the level of
recovery of expenditures associated with the Accelerated Main
Replacement Program (“AMRP”) and riser replacement program
that the Company proposes. The annual filing will support the
adjustment to DE-Ohio’s revenue requirement for increases to
Rider AMRP. The November pre-filing notice will consist of actual
data through September 2008 and three months of projected data,
will set the then-current calendar year as the test year, and will set
December 31 of the applicable year as the date certain. DE-Ohio
shall make its application and file an update of year-end actual
data by the following February 28 of each year. Staff shall conduct
an investigation of DE-Ohio’s filing and, unless Staff finds DE-
Ohio’s filing to be unjust or unreasonable or if any other party files
an objection that is not resolved by DE-Ohio by April 1 of each

year, the Staff shall issue its recommendation regarding DE-Ohio’s

8

Annual filings by DE-Ohio shall be made in the docket of this proceeding {Case

No. 07-589-GA-AIR}.
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application for an increase of the Rider AMRP rate to the
Comrmission to be effective, on a bills rendered basis, with the first
billing cycle for the May revenue month. If the Staff determines
that DE-Ohio’s application to increase Rider AMRP is unjust or
unreasonable, or if any other party that filed for intervention files
an objection that is not resolved by DE-Ohio, then the parties will
not object to a hearing process in order to effectuate, to the extent
practicable and as long as consistent with there being full and
reascnable discovery that provides for an expedited response time
(Le., ten days), the implementation of Rider AMRP in the first
billing cycle for the May revenue manth, or the first billing cycle of
the revenue month following the Commission’s decision. DE-Ohio
shall continue to make its Rider AMRP annual filing until the
effective date of the Commission’s order in DE-Ohio’s next base
rate case. DE-Ohio shall not oppose the right of any interested
party to permissible discovery and/or a hearing in the annual

Rider AMRP proceeding.

3. Rider AMRP - Components/Methodology. DE-Ohio’s revenue

requirement calculation and Rider AMRP application filed with the
Commission shall include the post-March 31, 2007 (the date
certain in this proceeding) original cost and accumulated reserve

for depreciation of property associated with the AMRP Program
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that is used and useful on December 31 of the prior year in the
rendition of service as such property is associated with the AMRP
and riser replacement programs, including capital expenditures for
new plant (including but not limited to new mains, services and
risers), adjustments for the retirement of existing assets,
calculated Post-In-Service Carrying Charges (“PISCC”) on net plant
additions and related deferred taxes until included in rates for
collection in Rider AMRP, a proper annual depreciation expense;
and, any sums of money or property that DE-Ohio may receive to
defray the cost of property associated with the AMRP capital
expenditures. The return assigned to the recovery of all such net
capital expenditures shall be at a pre-tax weighted average cost of
capital of 11.7%.9 Neither the revenue distribution proposed by
Rider AMRP, the accounting provisions contained in this
paragraph 8, nor the allocation provision in paragraph 9 below,
shall have any precedential value in DE-Ohio’s next base rate case.
DE-Ohio shall use operations and maintenance savings resulting
from the AMRP, as compared to test year operation and
maintenance expense, to reduce Rider AMRP. DE-Ohio shall
include incremental property taxes associated with net plant
additions, expenses associated with the cost of meter relocations

and all service lines and risers. The service lines and risers shall

’ This rate of return is based on a 10.4% return on equity.

10
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be capitalized. Appropriate adjustments for plant retirements
reflected in the annual AMRP filings should include, but not be
limited to, property taxes and depreciation expense. DE-Ohio may
also include sections of plastic pipe that are repiaced during the
AMRP Program, to the extent that it is more economic to replace
such plastic pipe than to tie into the existing sections of plastic
pipe. All other components of DE-Ohio’s revenue requirement
related to the AMRP Program shall continue as determined by the
Commission’s Order in these cases until the Commission's Order

in DE-Ohio’s next base rate case.

9. Rider AMRP - Revenue Allocation. For each annual Rider AMRP
update, DE-Ohio will allocate the AMRP revenue requirement to
each class as follows: Rate Classes RS and RFT = 55%; GS and FT
= 37%; and IT = 8%, and DE-Ohio will allocate the riser
replacement revenue requirement to each class as follows: Rate
Classes RS and RFET = 92%; GS and FT = 8%; and IT = 0%. This
paragraph and the revenue distribution produced for Rider AMRP
have no precedential value concerning revenue allocation or cost of

service in DE-Ohio's next base rate case,

10. Rider AMRP - Regulatory Assets. The Parties agree that to the

extent necessary to accurately capture the Post-in-Service Carrying

Charges (“PISCC”) associated with the AMRP Program for inclusion

11
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in the subsequent year’s Rider AMRP, DE-Ohio is authorized to
create the necessary regulatory assets. Such regulatory assets will
be included in unique sub-accounts of Account 182.3, Other
Regulatory Assets, and will be subject to review by all parties in
the annual Rider AMRP filing. DE-Ohio shall calculate the PISCC
from the date that the applicable assets are used and useful until
the next effective date of the AMRP Rider.

11. Construction Schedule for AMRP and Riser Replacement

Programs. DE-Ohio will substantially complete the AMRP
Program by the end of 2019 and will complete the riser
replacement program by the end of 2012. If DE-Ohic fails to
substantially complete the AMRP by the end of 2019, DE-Ohio will
file an application with the Commission requesting continuation of
this program.

12. Alternative Regulation Commitments. The Parties agree that

DE-Ohio shall maintain its commitments until the effective date of
the Commission’s order in the next base rate case, as listed in the
Staff Report of Investigation filed December 20, 2007, at p. 49,
except that the incremental $1 million in funding for

weatherization shall be funded through base rates.10

10 OCC agrees with DE-Ohio’s incremental $1 million weatherization funding;
however, OCC does not agree that this out-of-test period expenditure should be
collected through base rates, and asserts that this amount should instead be collected
through a rider.

12
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DE-Ohio agrees to. continue an open and transparent
competitive bidding process to distribute the $3 million in funding
("Funding") for gas weatherization projects, consulting with the
Duke Energy Community Partnership ("Collaborative”) and keeping
the Collaborative informed of its decisions."

DE-Ohio will continue to provide its regular annual audit

‘reports to Staff, OCC and other interested parties, and will
continue to provide at least an annual report' to the Collaborative
showing: (1) that DE-Ohio had in the prior year contracted for
and/or distributed the Funding collected in customer rates for
weatherization services; and (2) the amount expended by the
weatherization service providers consistent with the awarded
contracts.

If, for any reason, DE-Ohio does not expend the $3 million
weatherization Funding amount in any year, the amount not
expended will be carried over to the following year and added to the
annual $3 million Funding to be available for distribution to
weatherization projects during that year. If a weatherization

service provider does not meet its contract requirements, including

a The members of the Collaborative include DE-Ohio personnel and
representatives of the OCC, Staff, the Hamilton County Cincinnati Community Action
Agency, City of Cincinnati, and PWC.

i As part of the regular agenda of Collaborative meetings, FWC and others report
to the Collaborative about issues in which Collaborative members are interested, such
as, in PWC's case, reports on its DE-Ohio-funded weatherization projects, its use of
dollars awarded to it by DE-Ohio for gas weatherization projects, the demand for its
services in DE-Ohio’s service territory.

13
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its failure to meet deadlines, following consultation with the
Colaborative, DE-Ohic will re-program the remaining Funding to a
different project and/or assign it to another weatherization service
provider so that the Funding dollars can be spent expeditiously
and productively as soon as is possible.

13. Ownership of Curb-to-Meter Service. The Parties agree that DE-

Ohio shall take over ownership of the curb-to-meter service,
including riser, whenever a new service line or riser is installed or
whenever an existing curb-to-meter service or riser is replaced,
DE-Ohio shall file its tariffs in these cases such that DE-Ohio will
be responsible for the cost of initial installation, repair,
replacement and maintenance of all curb-to-meter services,
including risers, except that consumers shall pay the initial
installation costs related to the portion of service lines in excess of
250 feet. In 2008, DE-Ohio will begin capitalizing rather than
expensing the costs currently described as “Customer Owned
Service Line Expense.” For this purpose, DE-Ohio will submit
proposed tariff changes to Staff for review and approval, with a
copy to parties, prior to filing the revised sheets to the
Commission. Such capitalized costs shall be recoverable through

Rider AMRP. {3

13 Neither Direct Energy Services, LLC, Interstate Gas Supply, Inc. nor Integrys
Energy Services, Inc. endorses paragraph 13 of the Stipulation and Recommendation.
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14. Rider AU -~ Deployment Plan. Within 60 days of the

Commission’s final order in this proceeding, DE-Ohio will file a
deployment plan for 2008-2009 for its Utility of the Future
Program, which is DE-Ohio’s plan to install a smart grid system.
The deployment plan will include supporting testimony and will
show: (a) the equipment/systems/locations that DE-Ohio plans to
deploy in 2008-2009; (b} DE-Ohio’s costs, net of DE-Ohio’s
benefits, for which DE-Ohio seeks recovery through Rider AU; (¢}
customer and societal benefits {which will not be reflected as DE-
Ohio’s benefits in Rider AU) that are expected from the Utility of
the Future program; and (d) an estimated revenue requirement for
2008 and 2009. Any party may intervene and seek discovery
relating to any deployment plan. Staff shall conduct an
investigation of any of DE-Ohio’s deployment plan(s) and, if Staff
finds DE-Ohio’s deployment plan to be unjust or unreasonable or if
any other party that filed for intervention files an objection that is
not resolved by DE-Ohio within 60 days after filing the deployment
plan, the Commission will schedule a hearing. DE-Ohio will file its
deployment plan for 2010 by August 1, 2009 and annually
thereafter. Parties may intervene and participate in expedited

discovery (Le., ten-day response turn-around) in the annual Rider

15
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AU update proceedings pursuant to the same procedure outlined

abave.

15. Right to File Complaints. Nothing in this Stipulation prevents

any interested party from initiating at any time, a R. C. 4905.26
complaint case challenging the level of any rider, including, but not
limited to, the Rider AMRP or Rider AU, and seeking an adjustment
to such rate, but the Parties agree not to challenge the existence of

Rider AMRP or Rider AU, or the structure of Rider AMRP,

16. Gas Storage Carrying Costs. The Parties acknowledge that DE-

Ohio’s base rates do not include any amount for gas storage
carrying costs. On a going forward basis, DE-Ohio will recover its
actual gas storage carrying costs through its Rider GCR
mechanism. No reduction to DE-Ohio’s rate base, shown on
Stipulation Exhibit 1, will be required. Carrying charges
associated with the kactual monthly balances of Current Gas in
Storage shall be accrued at a 10% annual rate for purposes of
determining the delivered cost of natural gas that will be subject to
recovery through DE-Ohio’s GCR. Attached, as Stipulation Exhibit
3, is an illustration of the impact on the Company’s Rider GCR
rates from moving carrying costs on gas storage into the GCR. The
Parties agree that the Commission should: (a) approve the

methodology for the calculation of the storage carrying costs for

i6
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inclusion in the GCR demonstrated in Stipulation Exhibit 3; (b)
find that such an adjustment to DE-Ohio’s rates is not an increase
in base rates, and (c} approve recovery of such costs in DE-Ohio’s
next GCR filing following the Commission’s order in this
proceeding. The Stipulating Parties agree to the methodology for
calculating the storage carrying costs as shown on Stipulation
Exhibit 3. Nothing in this Stipulation shall prevent any party from
objecting to the calculation of carrying charge amounts or the
monthly balances of Current Gas in Storage, for purposes of
applying carrying charges in subsequent GCR cases associated

with the actual monthly balances of Current Gas in Storage.

17. Rider AMRP Residential Rate Caps. The residential rate caps on

Stipulation Exhibit 4 apply to Rider AMRP. DE-Ohio may establish
deferrals for the expenses of the riser replacement program if these
expenses cause DE-Ohio to exceed the cumulative rate cap,
including a carrying cost of 5.87%. The rate caps shall be
cumulative rather than annual caps such that if the rate increase
is below the annual cap in a given year, the unused portion of the
cap may be carried forward to future years but can never exceed
the cumulative cap. If the deferred curb-to-meter expense or the
deferred riser replacement program expense cause DE-Ohio to

exceed the cumulative rate cap in any year, then DE-Ohio may

17
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recover that portion of the deferred expense that exceeds the
cumulative rate cap in a subsequent year as long as the recovery
does not exceed the cumulative rate cap. This paragraph does not
apply to the other tracking mechanisms established by this

Stipulation.

Service Company Allocations. DE-Ohio shall conduct an

internal audit of its method and process for allocating service
company charges to DE-Ohio no later than 2009, and will provide

the audit report to Staff and the OCC.

Customer Deposits for Percentage Income Payment Plan. DE-

Ohio shall meet with Staff and other interested Parties to discuss
eliminating customer deposits for Percentage Income Payment Plan
(“PIPP”) customers and shall eliminate such deposits if Staff

agrees.

Payment Plans. DE-Ohio shall review and fully consider the

merits of adopting any new payment plans submitted by any Party
and, if DE-Ohio elects not to implement such new payment plan,
DE-Ohio shall respond to the stakeholder in writing of the reasons

for its decision.

Use of Paydav Lenders as Authorized Payment Stations. DE-

Ohio shall review its use of payday lenders as authorized payment

stations and will use its best efforts to eliminate using payday

18
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lenders as authorized payment stations if other suitable locations
for the payment stations are available in the same geographic area.
DE-Ohio shall provide a list of all payday lenders utilized as
authorized payment stations to Staff and other interested Parties

annually.14

22. Non-Authorized Payment Stations. DE-Chio shall communicate

with its customers to educate them about the difference between
authorized and non-authorized payment stations. DE-Chio shall
work with members of the Collaborative to develop the educational

materials and communication strategy.

23. Use of Participants Test for Demand Side Management/Energy

Efficiency Programs. DE-Ohio shall continue to use the

Participants Test as one of the methods for evaluating its Demand
Side Management/Energy Efficiency programs as appropriate;
however, DE-Ohio shall continue to use other cost/benefit tests as

the Collaborative deems appropriate.

24. Staff Report Resolves Other Issues. The Parties agree that the

Staff Report of Investigation resolves the remaining issues not

addressed in this Stipulation and Recommendation.!d DE-Qhio

i The annual payday lenders list is to be provided initially on May 1, 2008, and on

May 1, each year thereafter.
5 The Parties expressly agree that the issue of fixed vs. volumetric rate design
and/or a sales decoupling rider is not intended to be resolved through this Stipulation

19
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shall submit all proposed tariff changes discussed in this
Stipulation to Staff and the Parties for review and resolution prior

to filing the revised tariff sheets to the Commission.

25. Pilot Low Income Program. In order to provide incentives for low

income customers to conserve and to avoid penalizing low-income
customers who wish to stay off of programs such as PIPP, DE-Ohio
will implement a pilot tariff for the first 5,000 eligible customers.
Eligible customers shall be non-PIPP low usage customers verified
at or below 175% of poverty level. DE-Ohio will design a tariff that
adjusts the fixed monthly charge for eligible customers as shown
on Stipulation Exhibit 2. These rates may be adjusted if the
Commission does not approve the fixed customer charge as shown
in Stipulation Exhibit 2. DE-Ohio will develop the details for this
program in consultation with Staff and the Parties. DE-Ohio shall
evaluate the program after the first winter heating season to
determine, following consultation with Staff and the Parties,
whether the program should be continued to all eligible low income

customers, including considerations of program demand and cost.

26. Workshop to Consider Wholesale Auction Process. DE-Ohio

shall convene a working group or collaborative process for the

purpose of exploring the merits of implementing an auction to

and will be decided by the Commission following the hearing, as noted in Footnote 7,
above,

20
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supply the standard service offer not later than 60 days after
approval of this Stipulation by the Commission. The working
group or collaborative process shall be open to Staff, the OCC,
Marketers and other interested stakeholders. DE-Ohio shall
inform the Commission by written report docketed no later than
one year after approval of this Stipulation of the findings of the
working group or collaborative including the facts and arguments
which support and or oppose implementation of an auction
process. The working group or collaborative process shall also
review whether the present allocation of 80% of the net revenues
from DE-Ohio’s asset management agreement should continue to
flow to GCR customers only, or should be changed to flow to GCR

customers and choice customers,

27. Implementation of Sharing Mechanism for Net Revenues from

Off-System Transactions. DE-Ohio shall revise its GCR tariff to
implement a sharing mechanism for sharing of net revenues from
off-system transactions.!® Such sharing mechanism shall be
effective if DE-Ohio does not have an asset management agreement
transferring management responsibility for its gas commodity,
storage and transportation contracts to a third-party, and shall

provide for sharing of the net revenues from off-system

16 Off-system transactions are defined to include but are not limited w Off-System Sales

Transactions, Capacity Release Transactions, Park Transactions, Loan Transactions, Exchange
Transactions, and any other similar, but yet unnamed transactions.
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transactions to be allocated 80% to GCR and choice customers and
20% to DE-Ohio shareholders. The revenue sharing percentage
proposed by implementation of the sharing mechanism in this
Stipulation is expressly limited to gas-related sales transactions,
and shall not have precedential value in establishing the sharing
percentages for similar electric sales transactions by DE-Ohio.
This sharing mechanism, but not the 80%/20% revenue allocation,

shall be subject to review in future GCR cases.!”

28. Withdrawal of Testimony and Objections. Effective upon

approval of the Stipulation by the Commission, the Signatory
Parties, with the exception of DE-Ohio, Staff and OCC agree to
withdraw, and hereby withdraw, such Parties’ objections and
testimony, except that any objections and testimony by the OCC
and OPAE relating to rate design shall not be withdrawn and shall

be resolved at hearing.18
The undersigned hereby stipulate and agree and each represents that
it is authorized to enter into this Stipulation and Recommendation this

2D Ih day of February, 2008. This Stipulation and

Recommendation may be signed in counterparts.

17 This paragraph does not change the allocation contained in the current sharing
mechanism for revenues received under DE-Ohio’s asset management agreement.
e Except as noted in Footnate 7, the signatory Parties agree not to challenge any

issues in the case at the Commission hearing on whether to approve the Stipulation.
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Stipulation Exhibit 1
Schedule A-1

Page 1
DUKE ENERGY OHIO
CASE NO. 07-589-GA-AIR
OVERALL FINANCIAL SUMMARY - STIPULATION
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007
JURISDICTIONAL
LINE PROPOSED

NO. DESCRIPTION TEST YEAR
1 Rate Base $649,964,874
2 Current Operating Income $43,274,872
3 Earned Rate of Return (Line 2 / Line 1) 6.66%
4 Requested Rate of Return (at 10.50% ROE) 8.45%
5 Required Operating income (Line 1 x Line 4) $54,922,032
6 Operating Income Deficiency (Line 5 - Line 2) $11,647,160
7 Gross Revenue Conversion Factor 1.5641208
8 Revenue Deficiency (Line 6 x Line 7) $18,217,566
9 Adjusted Operating Revenues $597,573,805
10 Revenue Requirements (Line 9 + Line 10) $615,791,371
11 Revenue Increase Requested/Recommended 318,217,566
12 Percent Increase 3.05%
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Stipulation Exhibit 3
Duke Energy Ohio
Case No, 07-589-GA-AIR
Impact of Including Carrying Costs on Gas Stored Underground on Price to Compare
Line Schedule Per
No. Dascription Refarence Filing
1 Gas Stored Underground - 13-Month Avg. B-5 $49,347 048
2 Requested Rate of Return M 10.00%
3 Operating Income (Line 1 x Line 2) $4,934,705
4 Gross Revenue Converslon Factor c-10 1.0168786
5 Revenue Requirement (Line 3 x Line 4) $5,017,009
6  MCF Sales Subject to GCR E-4 @ 41,173,449
7 Impact of Gas Storage Investment per MCF (Line 5/ Line 6) $0.1219
8  Gas Cost Rate from Flling per MCF $8.727
9 increase in GCR Rates (i.e., Price to Compare) 1.4%

™ per Stipulation, carrying costs accrued at annual rate of 10% per O.A.C. 4901:1~14-05,
@ Inludes Line 8, Total Sales Service, Line 15, Interdepartmental and Line 22, Street Lighting.

®) Represent average GCR rate used in production of Schedule E-4.
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Stipulation Exhibit 4
Page 3 of 3

Duke Energy Ohlo
Case No. 07-539-GA-AIR
Rider AMRP Rasidential Rate Cap

Incrementat Cumulative

Year Rate Cap Rate Cap
2008 $1.30 $1.30
2009 1.30 2.80
2010 1.30 3.90
2011 1.30 5.20
2012 1.00 6.20
2013 1.00 7.20
2014 1.00 8.20
2015 1.00 9.20
2018 1.00 10.20
2017 1.00 11.20
2018 $1.00 $12.20

Note: “ Includes riser replacement program,
®) Indicates year of recovery for Rider AMRP based on
investment in AMRP and Risers Replacements through
December 31 of prior year,
“ per bill.
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Stipulation Exhibit §
Page 1 of 4

DUKE ENERGY QHIO
CASE NO. 07-589-GA-AIR
DEPRECIATION ACCRUAL RATES
BY AGCOUNTS, FUNCTIOMAL CLASS OR MAJOR PROPERTY GROUP
AS OF MARCH 31, 2007

MANUFACTURED GAS PRODUCTION PLANT

DATA: "X*'ACTUAL ESTIMATED
TYPE OF FILING: "X* QRIGIMAL UPDATED REVISED
WORK PAPER REFERENCE NO(8).:

COMPANY  STAFF'S AVERAGE

FERLC. COMPANY ACCOUNT TITLE PROFQOSED PROPOSED OF
LINE ACCT. ACCT. OR MAJOR ACCRUAL  ACCRUAL COMPANY
NQO. NO. NO, PROPERTY GROUPING RATE RATE AND
(A) B8-1) (8-2) (C) {F) {F) STAFF
% %

1 304 2040 Land and Land Rights

2 04 2041 Rights of Way 2,00 2.00 2.00

3 05 2060 Stiuctures & improvements 210 2.00 2.08

4 n 2110 Liguefied Petraleum Gas Equipment 2,63 2.50 2.57

5 320 2200 Othar Equipment 7.14 7.14 7.14

8 108 Retirement Work in Progress

7 Totat Manufactured Gas Production Plant

Privitegad Confidential « For Settiemant Discusslon ONLY 212442008
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Stipulation Exhlbit 5
Page 2 of 4
DUKE ENERGY OHIO
CASE NO. 07-689-GA-AIR
OCPRECIATION ACCRUAL RATES
BY ACGOUNTS. FUNCTIONAL CLASS OR MAJOR PROPERTY GROUP
AS OF MARCH 31, 2007
DISTRIBUTION PLANT
DATA: "X ACTUAL ESTIMATED
TYPE OF FILING. "X ORIGINAL UPDATED REVISED
WORK PAPER REFERENCE NO(S).!
COMPANY  STAFF'S AVERAGE
FERC, COMPANY ACCOUNT TITLE PROPOSED PROPOSED OF
LINE ACCT. ACCT, OR MAJOR ACCRUAL AGCRUAL COMPANY
NO. NQ. NOC. PROPERTY GROUPING RATE RATE AND
*y 8-1) (8-2} ©) {F) {F) STAFF
% %
1 374 2740 Land and Land Rights 0.00 0.00 0.00
2 374 2741 Rights of Way 1.54 164 1.64
3 374 2742 Clty Gate Chack Station Q.00 0.00 0.00
4 3715 2780 Structures & improvements 2,30 2.00 215
5 78 2761 Mains - Cast fron & Copper 272 217 2486
[ 376 2762 Mains - Steet 1.92 1.54 1,73
7 378 2763 Mains - Plastic 2.27 1.82 2.05
a 376 2766 Malna - Faader 1.92 1.54 1.73
9 178 2780 System Meas. & Rag. Siation Equipmant 2.44 2.22 233
10 378 2781 Systam Meas. & Reg. Station Equipment-Elec 7.00 8.87 6.84
11 s 27982 Oistrict Regulating Equipment 230 2.00 215
12 379 2790 Weas. & Reg, - City Gate 10.00 10.00 10.00
13 360 2801 Servicas Cast lron & Coppsr .24 270 2.97
14 380 2802 Services-Sleel 318 263 2.90
15 380 2803 Services-Plastic 3.76 313 344
16 am 2810,2811 Meters 222 2.22 222
17 382 2020.2821  Meter instailations 2w 247 217
18 383 2830 House Regulators 2.00 2,00 2,00
19 184 2840 House Ragulaior ins1aliations 2.22 2.22 222
20 385 2850 Large industie] Meas, & Reg. Equipment 3.14 2.88 3.00
21 388 2851 Large Indusidal Mees. & Reg. Fquipment - Cormm 3.14 288 3.00
22 387 2870 Othay Equipment - Other 7.60 7.69 789
23 387 2871 Street Lighting Equipment 288 2,38 2.82
24 108 Retirermient Work In Prograss
25 Ges ARO
26 Totat Distribution Plant
Prviteged Confidentlal - For Seftl t Discussion ONLY 2120/2008
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Stipulation Exhihit 5

Page 3 of 4
DUKE ENERGY OHIO
. CASE NO. 07-588-GA-AIR
DEPRECIATION ACCRUAL RATES
BY ACCOUNTS, FUNCTIONAL CLASS OR MAJOR PROPERTY GROUP
AS OF MARCH 31, 2007
GENERAL PLANT
DATA: “X ACTUAL  ESTIMATED
TYPE OF FILING: "X" ORIGINAL UPDATED REVISED
WORK PAPER REFERENCE NO(S).
COMPANY  STAFF'S AVERAGE
F.ERC. COMPANY ACCOUNT TITLE PROPOSED PROPOSED oF
LINE ACCT, ACCT. OR MAJOR ACCRUAL  ACCRUAL COMPANY
NO. NO. NO. PROPERTY GROUPING RATE RATE AND
@A) 8-1) &-2) ©) ¢ K] STAFF
% %
1 000 2030 Miscellanecus Intanglible Plant Vadeus vanous
2 389 2§80 Land
3 330 2800 Structures & improvements 333 333 3.33
4 I 2910 Office Furniture & Equipment 5.00 5.00 5.00
5 391 811 Etactronic Oata Procassing Equipment
6 392 2820 Transporiation Equipmerit
7 382 2021 Trailers
8 394 2940 Tools, Shap & Garage Equipmant 4.00 4.00 4.00
9 305 2950 Laboratory Equipmant 6.67 6.67 6.67
10 398 2950 Fower Operated Power Equipment
11 38T 2970 Communication Equipment 6.67 867 6.67
12 108 Ratiroment Work in Progress
13 Tetal General Plant
14 Tola} Gas Flam
Privileged Confidential - For Settlement Dlscussion ONLY 212012008
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Stipulation Exhibit &

Page 4 of 4
DUKE ENERGY OHIO
CASE NO. 07-588-GA-AIR
DEPRECIATION ACCRUAL RATES
BY ACCOUNTS, FUNCTIONAL CLASS OR MAJOR PROPERTY GROUP
AG OF MARCH 31, 2007
COMMON PLANT
DATA: "X" ACTUAL ESTIMATED
TYPE OF FILING: "X" ORIGINAL UPDATED REVISED
WORK PAPER REFERENGE NO(S).
COMPANY  STAFF'S AVERAGE
FERC  COMPANY ACCOUNT TITLE PROPOSED PROPQSED OF
LINE ACCT. ACCT. OR MAJOR ACCRUAL ACCRUAL COMPANY
HO. NO. NO. PROFPERTY GROUPING RATE RATE AND
A {B-1) 8-2) {C) i) (9] STAFF
% %
1 1030 Miscelianeous intangible Plont Varous Various
2 1890 Land and Land Rights
3 1891 Righis of Way
4 1900 Structures & improvements 291 2.9 29
5 1900 Structures & improvements - Atrium i 25.37 25.37 25.37
[ 1900 Structures & fmprovements - Clopay 4th Sth 6th Flaor 0.00 0.00 0,00
7 1900 Structures & Improvaments - Clepay Bldg 0.00 0.00 0.00
8 1910 Office Fumilure & Equipment 5.00 5.00 3.00
] 1911 Electronic Data Processing Equipment
10 1920 Transpertation Equipmant
1 1921 Treallers
12 {930 Slores Equipment 5.00 5.00 5.00
13 1940 Totls, Shop & Garage Equipmant 4.00 4.00 4.00
14 1950 Laboratory Equipmant X4 8.87 6.67
15 1860 Pawer Operated Equipient
16 1970 Communication Equipment 6.67 6.87 567
17 1980 Miscekaneous Equipment 8.67 6.87 8,67
18 108 Reticemeant Work In Progress
19 Total Common Plant
(1) Fully Depreciated
Privileged Confidential - For Settlement Discussion OKLY 212042003
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ATTACHMENT SBH-D g

BEFORE <
THE PUBLIC UTILITIES COMMISSION OF OHIO, 4 Py
In the Matter of the Annual Application of ) Case No. 10-2788-GA-RDR (/C "4

Duke Energy Ohio for an Adjustment to Rider )

AMRP Rates )
In the Matter of the Application of Duke ) Case No. 10-2789-GA-ATA
Energy Ohio for Tariff Approval )

STIPULATION AND RECOMMENDATION

Rule 4901-1-30, Ohio Administrative Code, provides that any two or more parties to a
proceeding may enter into a written stipulaton covering the issues presented in such a
proceeding. The purpose of this document is to set forth the understanding and agreement of the
parties that have signed below (hereinafter, the Parties) and to recommend that the Public
Utilities Commission of Ohio (Commission) approve and adopt this Stipulation and
Recommendation (Stipulation), which resolves all of the issues raised by Parties in these cases
relative to adjusting Duke Energy Ohio, Inc.’s (Duke Energy Ohio or Company) Rider AMRP
and tariff approval. This Stipulation is supported by adequate data and information including,
but not limited to Duke Energy Ohio’s Application, supporting schedules and testimony filed on
November 30, 2010, as well as the March 28, 2011, Comments and Recommendations of Staff
of the Commission (Staff) and Comments of the Office of the Ohio Consumers’ Counsel (OCC).

The Stipulation represents a just and reasonable resolution of the issues raised iﬁ“this
proceeding, violates no regulatory principle or precedent, and is the product of lengthy, serious
bargaining among knowledgeable and capable Parties in a cooperative process, encouraged by
this Commission and undertaken by the Parties representing a wide range of interests, including

the Commission’s Staff, to resolve the aforementioned issues. Although this Stipulation is not
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binding on the Commission, it is entitled to careful consideration by the Commission. For
purposes of resolving all issues raised by this proceeding, the Parties stipulate, agree and
recommend as set forth below.

Except for purposes of enforcement of the terms of this Stipulation, neither this
Stipulation, nor the information and data contained therein or attached, nor the Order approving
the Stipulation, shall be cited as precedent in any future proceeding for or against any Party or
the Commission itself. The Signatory Parties’ agreement to this Stipulation, in its entirety, shall
not be interpreted in a future proceeding before this Commission as their agreement to only an
isolated provision of this Stipulation: More specifically, no specific element or item contained in
ar supporting this Stipulation shall be construed or applied to attribute the results set forth in this
Stipulation as the results that any Signatory Party might support or seek, but for this Stipulation
in these proceedings or in any other proceeding. This Stipulation is a reasonable compromise
involving a balancing of competing positions and it does not necessarily reflect the position that
one or more of the Parties would have taken if these issues had been fully litigated.

This Stipulation is expressly conditioned upon its adoption by the Commission in its
entirety and without material modification. Should the Commission reject or materially modify
all or any part of this Stipulation, the Parties shall have the right, within thirty days of issuance of
the Commission’s Order, to file an application for rehearing or terminate and withdraw from the
Stipulation by filing a notice with the Commission in this proceeding, including service to all the
Parties. The Parties agree they will not oppose or argue against any other Party’s application for
rehearing that seeks to uphold the original, unmodified Joint Stipulation and Recommendation.
Should the Commission, in issuing an Entry on Rehearing, not adopt the Stipulation in its

entirety and without material modification, any Party may terminate and withdraw from the
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Stipulation. Such termination and withdrawal shall be accomplished by filing a notice with the
Commission, including service to all Parties, in the docket within thirty days of the
Commission’s Entry on Rehearing, Other Parties to this Stipulation agree to defend and shall not
oppose the termination and withdrawal of the Stipulation by any other Party.! Upon the filing of
a notice of termination and withdrawal, the Stipulation shall immediately become null and void.

Prior to the filing of such a notice, the Party wishing to terminate agrees to work in good
faith with the other Parties to achieve an outcome that substantially satisfies the intent of the
Stipulation and, if a new agreement is reached that includes the Party wishing to terminate, then
the new agreement shall be filed for Commission review and approval. If the discussions to
achieve an outcome that substantially satisfies the intent of the Stipulation are unsuccessful in
reaching a new agreement that includes all signatory Parties to the present Stipulation, the
Commission will convene an evidentiary hearing such that the Parties will be afforded the
opportunity to present evidence through witnesses and cross-examination, present rebuital
testimony, and brief all issues that the Commission shall decide based upon the record and briefs
as if this Stipulation had never been executed.

All the Signatory Parties fully support this Stipulation in its entirety and urge the
Commission to accept and approve the terms herein.

This Stipulation is the product of an open process in which all Parties were represented
by able counsel and technical experts. The Stipulation represents a comprehensive compromise
of issues raised by Parties with diverse interests. Duke Energy Ohio, Staff,? and the OCC have

signed the Stipulation and adopted it as a reasonable resolution of all issues. The Signatory

' Any signatory Party hag the right, in its sole discretion, to determine what constitutes a “material” change for the
purposes of that Party withdrawing from the Stipulation.

? The Commission Staff is a perty for the purpose of entering into this Stipulation by virtue of 0.A.C. 4961-1-10(C).
3
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Parties believe that the Stipulation that they are recommending for Commission adoption
presents a fair and reasonable result.

The Signatory Parties agree that the settlement and resulting Stipulation are a product of
serious bargaining among capable, knowledgeable Parties and that the settlement, as & package,
benefits customers and is in the public interest. The Signatory Parties agree that the settlement
package does not violate any important regulatory principle or practice.

WHEREAS, all of the related issues and concerns raised by the Parties have been
addressed in the substantive provisions of this Stipulation, and reflect, as a result of such
discussions and compromises by the Parties, an overall reasonable resolution of all such issues;

WHEREAS, this Stipulation is the product of the serious bargaining and negotiations
between capable and knowledgeable Parties and is not intended to reflect the views or proposals
that any individual Party may have advanced acting unilaterally;

WHEREAS, this Stipulation represents an accommodation of the diverse interests
represented by the Parties and is entitled to careful consideration by the Commrission;

WHEREAS, this Stipulation represents a serious compromise of complex issues and
involves substantial benefits that would not otherwise have been achievable; and

WHEREAS, the Parties belicve that the agreements herein represent a fair and reasonable
solution to the issues raised in these cases set forth above concerning Duke Energy Ohio’s
Application to adjust Rider AMRP and for tariff approval;

NOW, THEREFORE, the Parties stipulate, agree and recommend that the Commission
make the following findings and issue its Opinion and Order in these proceedings approving this

Stipulation in accordance with the following:
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Duke Energy Ohio shall receive an annualized revenue requirement under Rider AMRP
of $33,703,214.33 for the Accelerated Main Replacement Program (AMRP) and
$4,187,812.58 for the Riser Replacement Program (RRP), for a total revenue requirement
of $37,891,026.91, as calculated in the Company’s application filed on February 28,

2011,

The Parties agree to the revenue distribution, billing determinants, and calculated AMRP
charges shown on Schedule 24 submitted by the Company with its Application on

February 28, 2011.

Duke Energy Ohio committed, in the previous AMRP case, to provide its natural gas
customers with guaranteed maintenance savings attributed to the AMRP on an annual
basis. For the 2009, 2010 and 2011 AMRP test years, the Parties agree to the guaranteed
minimum maintenance savings calculation methodology. Subsequently, the Parties agree
to reevaluate the continued use of the calculation methodology in an attempt to reach
agreement on the guaranteed maintenance savings level for the 2012 AMRP test year and
thereafter, and for the reasons set forth in Paragraph No. 5 below. For the purposes of
determining the AMRP Annualized Revenue Requirement for the 2010 test year on
Schedule 24 of the Company’s application, the minimum main maintenance savings of
$387,624 from Stipulation Exhibit 1 was applied as this amount was greater than the
actual savings amount during the 2010 test year. The minimum main maintenance
savings of $387,624 is included in the total revenue requirement of $37,891,026.91,as a
reduction to the total revenue requirement, for year 2010, This is the total revenue
requirement amount upon which the calculated Rider AMRP charges on Schedule 24 in

the Company’s application are based.
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. The Parties agree that Duke Energy Ohio shall augment its AMRP program to include
replacement of approximately thirty-three miles of larger than 12 inch diameter cast iron
and bare steel pipe. Duke Energy Ohio has included in Stipulation Exhibit 2 to this
Stipulation documentation that justifies augmenting its AMRP for inclusion of the
replacement of approximately thirty-three miles of large diameter cast iron and bare steel
pipe. The program to replace the large diameter pipe will begin with the construction

season in summer of 2011 and continue through 2015,

. The Parties agree that Duke Energy Ohio will file with the Commission a late filed
exhibit (“Exhibit”) that will memorialize the methodology by which the Company will
calculafe maintenance savings associated with the replacement of larger than 12 inch
diameter pipe that serves as an offset to the AMRP Rider rate that customers will be
asked to pay. The calculation of maintenance savings associated with the replacement of
larger than 12 inch diameter pipe will be relevant for Duke Energy Ohio’s 2013 AMRP
Application (which addresses the 2012 test year), and as such has no bearing on the 2011
AMRP Rider Rate being approved by the Commission in this proceeding. Parties agree
to use best efforts to complete and file the Exhibit no later than sixty days after the

Commission’s Opinion and Order in this proceeding.

. The Parties agree that Duke Energy Ohio shall continue its existing AMRP program,
including the replacement of larger than 12 inch diameter pipe discussed in paragraph 4
through 2015

. Duke Energy Ohio shall wind down and terminate the AMRP as of December 31, 2015,

By no later than February 28, 2016, Duke Energy Ohio shall file an AMRP Application
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{o true-up and complete the allowable recovery for capital additions related to the
replacement of cast iron, bare steel, plastic and any other type of pipe scheduled for
replacement under the AMRP. Capital additions under the AMRP will have been placed
in-service by December 31, 2015 and the Company shall be allowed to seek recovery of
costs incurred through the end of December 31, 2015. Any contemplated AMRP projects
not completed by December 31, 20185, shall not be eligible for cost recovery through
Rider AMRP. The purpose of the true-up will be to establish the cut off for plant
additions and associated retirements under the AMRP. Duke Energy Ohio shall continue
to file subsequent AMRP Application(s) on February 28 (annually between 2017 and the
filing of its next natural gas base rate case); however, such Application(s) shall be devoid
of any new main line, service line and riser replacement capital additions and associated

retirements,

8. The Parties acknowledge, recognize and agree that Duke Energy Ohio shall be permitted
to recover bare steel and cast iron mains replacement, service line (main to curb and curb
to meter) replacement and riser replacement costs through the AMRP Rider up to the
yearly residential rate cap stated in the Stipulation, dated February 28, 2008, between the
Parties in Case Nos.07-589-GA-AIR, et al.. Any costs which exceed the yearly rate cap
will be deferred for inclusion in the subsequent year so long as the recovery does not
exceed the cumulative residential rate cap. The established annual caps for the remaining
term of the AMRP are as follows: $6.20 for 2012, $7.20 for 2013, $8.20 for 2014, $9.20

for 2015. and $10.20 for 2016.>

1 In re Duke Energy Ohio Rate Case (“Rafe Case”), Case Nos. 07-589-GA-AIR, et al. Stipulation (“Rate Case
Stipulation™) Exhibit 4, Page 3 of 3.

7
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9. The Parties agree that Duke Energy Ohio will complete its audit and provide, as part of
its 2012 AMRP Application, a reconciliation and explanation of the discrepancy that has
been identified between the Company’s continuing property records and its mapping
records for the remaining bare steel and cast iron mains to be replaced, as discussed in
Gary Hebbeler’s Direct Testimony filed in these cases. The reconciliation and
explanation of said discrepancy shall include, but not be limited to, the miles of pipe, type
of pipe, the vintage of the pipe, the value of the pipe carried in Duke Energy Ohio’s
continuing property records as of the date certain of Duke’s most recent Rate Case and as

of December 31, 2010.

10. Duke Energy Ohio shall implement the new 2011 rates for Rider AMRP pursuant to the

terms and conditions set forth in the Rate Case Stipulation.

11, The Parties agree to the tariff attached as Stipulation Exhibit 3 and request that the

Commission approve said tariff.

12. The Parties agree that this Stipulation and attachments thereto shall be tendered to the
Commission and filed with the Commission and offered into evidence as a joint exhibit,
with each Party expressly stating their consent to and approval of this Stipulation in its
entirety.

13. The Parties expressly agree to waive cross-examination of any witnesses who may offer

testimony in support of this Stipulation and attachments thereto.

The undersigned Parties hereby stipulate and agree and each represents that it is authorized to

enter into this Stipulation and Recommendation thig 8th day of April 2011.
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STAFF OF THE PUBLIC UTILITIES
COMMISSION OF OHIO

Steven L. Beeler, Assistant Attothey General

DUKE ENERGY OHIO, INC.

o ol Loaths

Elizabeth H. Watts, Associate General Counsel

THE OFFICE OF THE OHIO CONSUMERS’” COUNSEL

By: /ﬁM, S Sawu«,/il—/w

Larry S. Saur, Assistant Consunters’ Counsel
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P.U.CO GasNo. 18

Sheet No. 65.9
Duke Energy Ohio Cancels and Superssdes
139 East Fourth Street Sheet No. 85.8
Cincinnati, Ohio 456202 Page 1 of 1

RIDER AMRP
AGCELERATED MAIN REPLACEMENT PROGRAM RIDER

APPLICABILITY
Applicable to all customers receiving service under the Company’s sales and trangportation rate
schedules.

ACCELERATED MAIN REPLACEMENT PROGRAM FACTORS
All customers racaiving service under Rate RS, Rate RS - Low Income, Rale RFT, Rate RFT — Low
income, Rate GS - Small, Rate GS - Largs, Rate FT and Rata DGS shall be assessed a monthly
charge in addition to the Customer Charge component of their applicable rate schedule that will
enable the Company to complete the bare steel/cast iran main replacement program and the riser
raplacement program. Customers recelving service under Rate IT and Rate SSIT will be assessed a
throughput charge in addition to thelr commoadity delivery charge for that purpose.

Rider AMRP will be updated annually, in order to reflect the impact on the Company's revenue
requirements of net plant additions as offset by operations and maintenance expense reductions
during the most recant twelve months endsed December. Such adjustments to the Rider will bacome
gffective with the first billing cycle of May. The allocation of the AMRP revenue requirermnent will be in
accordance with Paragraph 9 of the Stipulation and Recommendation approved by the Commission
in Case No. 07-588-GA-AIR (55% to RS, RSLI, RFT and RFTLI, 37% to GS-S, GS-L, FT-§, FT-L
and DGS, and 8% to IT and SSIT). Ths allocation of the riser replacement revenue requirerment will
alsa be in accordance with Paragraph 9 of the Stipulation and Recommendation approved by the
Commission in Case No. 07-689-GA-AIR {92% to RS, RSLI, RFT and RFTLI, 8% to GS-§, GS-L,
FT-8, FT-L and DGS).

The charges for the respective gas service schedules are:

Rate RS and RSL!, Residential Sarvice 3 4.81/month
Rate RFT and RFTLI, Residential Firm Transportation Service $ 4.81/month
Rate GS-8 and GS-L, General Service $36.81/month
Rate DGS, Distributed Generation Service $36.81/month
Rate FT-S and FT-L, Firm Transportation Service $36.81/month
Rate IT, interruptible Trangportation Sefvice $ 0.015/CCF
Rate SSIT, Spark Spread Interruptible Transportation Rate $ 0.015/CCF
These monthly charges shall remain in effoct until changed by order of the Public Utilities
Commission of Ohio.
Filed pursuant to an Order dated in Case Nos. 10-2788-GA-RDR and 10-2788-GA-ATA

before the Public Utilities Commission of Ohio.

lssued: Effactive:
1ssued by Julie Janson, Prasident
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Duke Energy Ohio

Case No. 12-1685-GA-AIR

OCC Sixth Set of Interrogatories
Date Received: September 28, 2012

OCC-INT-06-249

REQUEST:

Referring to page 4 of the Company’s Application regarding Rider AMRP, why is the Company
proposing to eliminate the current rate caps that limit recovery from residential and interruptible
customers?

RESPONSE:

The rate caps are arbitrary and add an unnecessary complexity and constraint on the Company to
successfully manage the implementation of the program. Insofar as the program is expected to
continue at consistent levels of spending, it is not expected that eliminating the cap will have any
meaningful impact on customers’ bills vs. imposing an arbitrary cap.

Furthermore, as described in the Testimony of Company witness Gary J. Hebbeler, Duke Energy
Ohio anticipates completing its accelerated main replacement program by December 31, 2015.
Introducing arbitrary caps on the rates under Rider AMRP, for residential customers or for other
customers, may require an unnecessary delay in completing the program as the Company may be
required to limit activity in a given year to stay under an arbitrary cap.

PERSON RESPONSIBLE: William Don Wathen Jr.



This foregoing document was electronically filed with the Public Utilities

Commission of Ohio Docketing Information System on

2/25/2013 2:29:29 PM

Case No(s). 12-1685-GA-AIR, 12-1686-GA-ATA, 12-1687-GA-ALT, 12-1688-GA-AAM

Summary: Testimony Direct Testimony of Steven B. Hines on Behalf of the Office of the Ohio
Consumers' Counsel electronically filed by Patti Mallarnee on behalf of Sauer, Larry S.



