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REPLY COMMENTS
BY
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL,

l. PROCEDURAL HISTORY

On August 20, 2012, the Public Utilities CommissafrOhio (“Commission” or
“PUCQ”) issued an Entry initiating its five-yeamiew of the rules in Ohio
Administrative Code Chapter 4901-7, relating togtendard filing requirements
(“SFR”) for applications to increase rates to custos. A subsequent Commission
Entry, provided for interested parties to file iaittomments on February 15, 2013 and
reply comments on March 1, 2013.

On February 15, 2013, Initial Comments were alsalfby Columbia Gas of
Ohio, Inc. (“Columbia”) (“Columbia Initial Commerijs Duke Energy Ohio (“Duke”)
(“Duke Initial Comments”), Ohio Power Company (“AEFhio”) (“AEP Ohio Initial
Comments”) and Waterville Gas and Oil Company (“®eaitle”) (“Waterville Initial

Comments”).

! Entry at 3 (January 16, 2013).



The Office of the Ohio Consumers’ Counsel (“OC@lysuant to the Attorney
Examiner’s January 16, 2013 Entry, provides thesgl\RComments to the Initial

Comments filed by interested parties on Februar20%3.

Il REPLY COMMENTS

A. Columbia’s Initial Comments.

Columbia has proposed modifications to the CommissiSFR in part to address
passage of Sub. H.B. 85To that extent, OCC does not disagree with Colaislnitial
Comments that as a result of passage of H.B. 9gesto the Commission’s SFR are
necessary. Furthermore, OCC concurs with thetyslacknowledgement that the rule
drafting process is complicated by the fact that$ab. H.B. 95 enacted statutory
changes are applicable only to natural gas compaaial that Columbia may not have
identified all SFR sections that were impactedh®ypassage of Sub. H.B. 9Finally,
OCC concurs with Columbia, and also remains willmgneet with the Commission
Staff and other interested parties to assist widlftidg revised SFRs that capture the
changes necessitated by the passage of legislation.

Columbiaproposed a modification to the Commission’s SFReassitated by Sub.
H.B. 95, related to Chapter Il Supplemental Filkeguirements (1) (Page 17), Columbia
states:

This section requires the filing of constructioriador all projects
in excess of $100,000 for natural gas companiekindua
recommends revising the threshold requirement 60 E®O0 for

gas utilities. This proposed change recognizeshaage in
investment levels used by gas companies for tlo&itrg of

2 Columbia Initial Comments at 1 (February 15, 2013)
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specific projects since the last revision of thé&kSEver time,
projects have become larger and more expensiuvdyjng the
higher threshold reporting level under this rtile.
The PUCO should not accept Columbia’s proposal.réhson for the reporting
requirements has not changed; therefore, the iagagquirements should not be
modified.

Columbia alleges, construction projects have bedanger and more expensive;
however, that does not mean that $100,000 profests disappeared or that the need for
regulatory review of such projects should ceasm. ekample, the Utility has recently
received Commission authority to implement its talxpenditure prograrmh.As a
result, Columbia may be deferring the cost of amyber of projects that cost between
$1,000 and $499,999. Under the Utility’s propaaath projects would not receive
regulatory review in Columbia’s next rate procegdifhe PUCO Staff should recognize
the likelihood that audit procedures of construtiwojects can identify
accounting/reporting problems with smaller projguatt as with larger projects.
Customers should continue to receive the protedifdhis regulatory oversight.
Therefore, the Commission should not modify the $F&ccordance with Columbia’s
recommendation.

B. Duke’s Initial Comments

Chapter Il, Section B: SFR (Large Utilities) — Saoh B Instructions

In regards to the instructions related to Workirapital, Duke asks for

clarification “such that the requirements for begrgnted each component of working

41d. at 5.

® In the Matter of the Application of Columbia Gas of Ohio, Inc. for Approval to Implement a Capital
Expenditure Program, Case No. 11-5351-GA-UNC, Finding and Order at 33August 29, 2012).



capital are clear.” Further Duke asks the Commission to “end anyrowetsy in
Paragraph (E) by clarifying the support requiredhfrutilities to include “Miscellaneous
Working Capital” when no allowance for “Cash WorgiGapital” is requested.”

Duke’s request should be rejected. Duke’s reqaisinpts to have the
Commission end a “controversy” that is more appeatply addressed in an actual rate
case, not in the requirements for information tdileel by a utility with the Commission.
Duke seeks to have the Commission determine imdllesnaking that cash working
capital and miscellaneous working capital are tejgasate items. However, in
distribution rate cases, the PUCO Staff has cterdly, and correctly, taken the position
in Staff Reports that in determining an allowanmeviorking capital, cash working
capital and miscellaneous working capital itemsusthdoth be considered collectivély.

Under the SFR Cash working capital must be sup@diyea recent lead-lag
study. (Section B, Paragraph (E)(1)) and miscelbais working capital items’ details
must be provided on Schedule B-5.1. (Section Badtaph (E)(2)). It is often possible
that a utility’s cash working capital is negatias, was determined for each of the three
FirstEnergy utilities in their last rate casedlegative cash working capital may be

greater than the positive amount of any miscellaseworking capital items. This

possible result, when cash working capital more thfésets miscellaneous working

8 Duke Initial Comments at 2.
"1d.

8 For example, see Cleveland Electric llluminatimg@any (“CEI"), Case Nos. 07-551-EL-AIR et al.,
Staff Report at 7 and Schedule B-5 (12/4/07), “Bteff’'s working capital calculation is comprisedtbfee
different components. The calculation containevenue lag allowance component, an expense lag
allowance component and an allowance for matesiadssupplies component.”

® cash working capital based on a lead-lag studyaigreater negative than the allowance for matariell
supplies on Staff Report Schedule B-5, See CaseINe551-EI-AIR et al., CEl Staff Report at 129,i®h
Edison Company Staff Report at 128 and Toledo EdS3ompany Staff Report at 129 (12/4/07).



capital items, has been consistently recognizetth®yUCO Staff and the Commission —
resulting in protection for customers regardinggb#ing of rates..

Chapter Il, Section E: SFRs (Large Utilities) — Seen E Instructions

In its Initial Comments, Duke proposes that Schesl&-4, E-4.1, E-4.3 and E-5
should be modified to delete the references tq fusichased power and gas cdéts.
OCC recommends, for the purposes of Schedule EpicalBill Comparison, that the
gas and electric companies use whatever fuel sastaffect at the time of the filing (i.e.
Gas Cost Recovery, Fuel Adjustment Charge, Starfslandce Offer, Standard Choice
Offer, etc.) in order to derive what an estimata etistomer’s monthly bill would be
including fuel cost. This information is necessaoythe parties representing different
sectors of the public can quantify what the tatgpact the proposed distribution rate
increase would be on the bills of the customerg thpresent. In terms of utilities which
have exited the merchant function (i.e. gone tbdiabice), OCC would agree with Duke
that the Commission should provide guidance ashtat\@ata should be used to quantify
the total bill impact of the proposed distributi@te increase.

C. AEP Ohio’s Initial Comments.

Appendix A Chapter 1

AEP Ohio proposes a modification to the Commiss@FR, Appendix A,
Chapter 1. AEP Ohio states:

AEP Onhio proposes utilities send a notice thatudek a link to a website
that would contain the required information. Thiitytwould still send
the notice of intent via mail, but in lieu of sengia hard copy of the
documents or a CD with the files, it would inclutie location of a
website with the documentatidh.

19 Duke Initial Comments at 5 (February 15, 2013).
1 AEP Ohio Initial Comments at 2 (February 15, 2013)



OCC understands that the webpage would have adiaime information available in hard
copy or on disc; however, the Commission shouldirecthat the notice should state
“that upon request a disc with the rate case filoguments will be provided.” That
resolves AEP Ohio’s stated concern of “providin@ @dmpact discs,” but still leaves
open the option that a disc will be provided ifuegted by a mayor and legislative
authority of a municipality within AEP Ohio’s secd territory.

Appendix A Chapter Il (A)(5)(d), Chapter Il (C)(12and Chapter Il (D)(13 &
14)

AEP Ohio asks the Commission to clarify the deiomitof “Control Budget” as
used in the SFE but none of the portions of the SFR to which ABRdXites contain
the term “Control Budget.” Therefore, the Commoassshould not clarify this term.
It may be possible that AEP Ohio meant to refeah&“corporate budget” used in
Chapter Il (D) Supplemental information providedadit:
(13) Corporate budget by month for each fiscal yeatr is
included in any part of test year.
(14) If test year budgeted data is different frévattreflected in the
corporate budget, the annual budget which wasdkes of the test
year forecasted data by month for each fiscal ffesris included
in any part of the test year.

If “corporate budget” is the term AEP Ohio seektdawe defined as an “operating

forecast” and a “forecasted view taking into acdadorward looking views,* this

121d at 2.
131d at 3.



request should be rejected. The words proposext®/Ohio do not bring clarity and
definition.

If the Commission determines that a definitioriadfrporate budget” is needed,
then AEP Ohio’s statement of what the PUCO Stgieexs is reasonable — the corporate
budget is that “approved by the Company’s Board Sagior Management.”

Existing Chapter 1l (D) (13) appropriately requrde utility to provide the Staff
with the corporate budget for each fiscal year thatcluded in any part of the test year.
Under existing Chapter Il (D) (14), if the utilis/test year budgeted (i.e. forecasted) data
is different from that of the corporate budget, titiéty is to also provide Staff the annual
budget upon which that different forecasted datmsed. Chapter 1l (D)(14) provides
Staff the ability to discern how the utility’s farasted data varies from the corporate
budget. Assuring that rates are set using an pppte corporate budget is an important
protection for customers.

Appendix A Chapter Il (B)(2)

AEP Ohio also proposes a modification to Appendi€tapter Il (B) (2) AEP
Ohio states:

The requirement for a five year forecast of incand expense, or
in lieu thereof, a forecast of specific drivergiod required return
and the revenues necessary to support it is supeg] The
Company questions how forecasts over this longtoha frame
benefits the evaluation of a case. The forecast&dyear
represents the Company’s best assumptions fordfuewenues and
costs, and AEP Ohio recognizes the importanceisfita in the
time horizon. But every year beyond the test yemomes more
fraught with ambiguity and unknowns, and the Conypgunestions

the benefit that long of a timeframe brings to dlelit of the case.
The Commission should remove this requirementhén t

11d at 4.



alternative the Commission could mirror the threanforecast
requirement for telephone, waterworks and sewag®aaies.’

The PUCO should deny AEP Ohio’s proposal. As iime tbetween utility rate cases
seems to be increasing, it is more important tmauitility’s financial forecast be
provided for more outlying years than fewer as ABHo proposes. Maintaining five
years of financial forecasting beyond the rate casker review should be important to
the PUCO Staff and Commission for the purpose séssing financial integrity of the
utility going forward, and for establishing amodiion periods to coincide with the
anticipated period between rate cases. TheretoeeCdbmmission should not adopt AEP
Ohio’s proposed SFR modification to reduce the ye#financial forecast provided as
part of the SFR requirements.
Appendix A Chapter Il (C)(18)
AEP Ohio requested that the following SFR requinetnibe modified:

(18) The utility shall provide a breakdown in ttearse general

format as Schedule B-2.3 which shows plant in serdata from

the last date certain to the end of that yearyalythereafter up

to the most recent annual report, and from the meagint annual

report to the date certain in the current cdse.
This requirement provides the PUCO Staff with rexitations of plant balances from the
date certain in the utility’s last rate case tosaguent annual reports and then to the date
certain in the current rate case. Instead AEP @toposes to provide a five year history
and says “The [data] is accessible in audited lzalin FERC Form 1"

AEP Ohio’s proposal should be rejected. It isozeble to require a utility to

provide the Staff with reconciliation of plant bates from the last date certain to the

4.
1%1d. at 4
4.



current date certain. Such a reconciliation presi8taff the ability to discern changes in
plant that have occurred since rate were lasindgth AEP Ohio’s proposal for a five
year history does not provide. This informatiogpropriate for the PUCO Staff and
others to have in evaluation of the utility’s ratese that is a prime subject of setting fair
rates for customers to pay.

D. Wateryville Initial Comments.

In its Initial Comments, Waterville proposed thdtapter IV of Appendix A be
amended to permit natural gas companies with U @00 customers to submit
abbreviated applications for increases in rateschadges:® The PUCO should not
accept this proposal for the following reasonscakding to customer counts in the 2011
Annual Reports to the Commission filed by 25 ndtges companies, 12 of those already
have the ability to file Abbreviated Applicationsder Chapter 1V. Eight natural gas
companies fall under the definition of Large Uidg (Chapter II) and the remaining five
companies would be considered Small Utilities ur@eapter Il for the purposes of the
SFR. If the Commission were to adopt Watervillg'sposal, none of the current natural
gas companies considered to be Small Utilities didalve to file under Chapter 11l .
According to the 2011 Annual Reports to the ComioigOrwell Natural Gas Company
had 7,303 customers at the end of 2011; Pike NaBas Company had 7,140 customers;
Eastern Natural Gas had 6,564; Waterville Gas ahdad 5,829 and Oxford, Inc. had
4,281.

Instead, a more reasonable approach (that balémeasterest of the utilities and

customers) would be to adopt the SFR filing cratdar Chapter Il and Chapter IV that is

18 Waterville Initial Comments at 1 (February 14, 3p1



currently applicable to the Water Utilities. Fon&pter IV, Abbreviated Filing, the
current filing criteria for gas utilities can beastged from “2,000 or less customers” to
“2,500 or less customers”. For Chapter I, SnuAllities, the current filing criteria for
gas utilities can be changed from “more than 2}@@0ess than 10,000 customers” to
“more than 2,500 but less than 15,000 customérkis change would allow some
customer expansion to occur for the gas compahascurrently make Abbreviated
Filings before they get moved into the Small Utifiting requirements. The same would
also be true for existing gas companies that aneaomsidered Small Utilities for SFR
purposes. Those companies would not be considemgg Utilities until they add
another 5,000 customers from the current 10,06shHald. Then, of course the filing
criteria for Chapter Il, Large Utilities, would havo be amended to “15,000 or more
customers. OCC'’s recommendation, while not asdaching as Waterville’s proposal,
should still address concerns regarding mitigativegcosts associated with the filing

requirements for natural gas companies filing uricleapter 11l or Chapter IV.

.  CONCLUSION

Any modifications to the SFR Rules should be madacicordance with the above

recommendations.
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Respectfully submitted,

BRUCE J. WESTON
OHIO CONSUMERS’ COUNSEL

/9 Larry S Sauer

Larry S. Sauer, Counsel of Record
Maureen R. Grady

Assistant Consumers’ Counsel

Office of the Ohio Consumers' Counsel
10 West Broad Street, Suite 1800
Columbus, Ohio 43215

(614) 466-1312 (Sauer)

(614) 466-9567 (Grady)
sauer@occ.state.oh.us
grady@occ.state.oh.us
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