BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Vectren )

Energy Delivery of Ohio, Inc., for Approval ) Case No. 18-0049-GA-ALT
of an Alternative Rate Plan )

APPLICATION FOR APPROVAL OF AN ALTERNATIVE RATE PLAN

Vectren Energy Delivery of Ohio, Inc. (VEDO or the Company), in accordance with R.C.
R.C. 4929.111, 4909.18, 4929.05, and 4929.11, respectfully requests that the Commission
approve this Application for its Capital Expenditure Program (CEP) Alternative Rate Plan, and
any other necessary and proper relief as described below. In support of this Application, VEDO
states as follows:

1. VEDO is an Ohio corporation engaged in the business of transporting and
distributing natural gas to approximately 318,000 customers in Dayton and west central Ohio.
VEDO is a “public utility” and “natural gas company” as defined in R.C. 4905.02(A) and
4905.03(E) and is subject to the Commission’s jurisdiction in accordance with R.C. 4905.04,
4905.05, and 4905.06.

2. On February 3, 2012, VEDO filed its first application for approval of its Capital
Expenditure Program (CEP). After several rounds of comments, the Commission approved
VEDOQ'’s CEP, finding that it was “consistent with the Company’s obligation under Section
4905.22, Revised Code, to furnish necessary and adequate services and facilities, which the
Commission finds to be just and reasonable.” See Case No. 12-0530-GA-UNC, Finding & Order
at 21 (Dec. 12, 2012) (the 12-530 Order). Subject to certain conditions, the Commission

authorized VEDO to begin deferring the post-in-service carrying costs (PISCC), depreciation



expense, and property tax expense associated with its CEP beginning with the period October 1,
2011, through December 31, 2012. Id.

3. On August 29, 2013, VEDO filed its second application for approval of its CEP in
Case No. 13-1890-GA-UNC. It requested that the Commission approve the continuance of
VEDQ'’s CEP program, with certain modifications. The Commission again determined that
VEDO had “demonstrated that the CEP is consistent with its obligation under Section 4905.22,
Revised Code, to furnish necessary and adequate services and facilities, which the Commission
finds to be just and reasonable.” Finding & Order at 6 (Dec. 4, 2013) (13-1890 Order). The
Commission also approved VEDO’s request to implement an “on-going CEP.” Id. at 7. Under
this request, VEDO could continue deferring amounts related to the CEP until “the $1.50 per
month threshold is surpassed”; if that occurred, “[a]ccrual of all future CEP-related deferrals
should cease . . . until such time as VEDO files to recover the existing accrued deferrals and
establish a recovery mechanism under Sections 4909.18, 4929.05, or 4929.11, Revised Code.”
Id.

4, Since issuance of the 13-1890 Order, VEDO has not been required to file an
annual application to renew the CEP or the related deferral authority, see id. at 3, but has filed
annual reports each year from 2013 through 2017, with an additional report to be filed later this
month. To date, no comments have been filed by Staff or by any other party with respect to any
of VEDO’s annual reports. Nor has the Commission taken any action either with respect to any
annual report, or with respect to VEDQ’s authority to continue deferring amounts related to the
CEP.

5. On March 30, 2018, VEDO filed an application for an increase in rates and for

approval of an alternative rate plan. See Case Nos. 18-0298-GA-AIR & 18-0299-GA-ALT



(collectively, the Rate Case Proceeding). In the Rate Case Proceeding, currently pending, VEDO
requested authority to recover in base rates the CEP-related deferrals through December 31,
2017, as part of rate base as of the date certain of December 31, 2017.

6. Because the Rate Case Proceeding involves an application to recover CEP-related
deferrals, and because the post-date-certain CEP regulatory asset does not exceed the $1.50
threshold established in the 12-530 and 13-1890 Orders, VEDO is continuing to defer PISCC,
depreciation expense, and property expense as part of its on-going CEP approved in the 13-1890
Order, see id. at 7, and will continue to do so going forward, subject to Commission review as
proposed below.

7. In this proceeding, beginning with 2018 investments, VEDO proposes that the
deferrals associated with such investments be annually reviewed and recovered through a newly
proposed Capital Expenditure Program Rider (the CEP Rider). VEDO does not propose
recovering a return on and of the CEP assets and investments themselves, only on the associated
deferrals (i.e., PISCC, depreciation expense, and property tax). Beginning with its CEP
applicable to 2018 expenditures, VEDO proposes including a Shared Asset Charge as part of its
CEP. Additional detail regarding the CEP Alternative Rate Plan, the Shared Asset Charge, the
proposed procedures, and related matters are discussed in the Exhibits to the CEP Alternative
Rate Plan provided in accordance with Ohio Adm. Code 4901:1-19-06 and in the testimony of
VEDO Witness J. Cas Swiz.

8. VEDO does not propose that CEP Rider rates be established in this proceeding,
but that the Commission establish an annual process to review and update the CEP Rider. Under
VEDQ’s proposal, the first application to establish CEP Rider rates will be filed on April 1,

2019, and will pertain to CEP investments from January 1 through December 31, 2018.



0. In a motion filed today, VEDO is requesting that the proceedings considering this
Application for the CEP Alternative Rate Plan, and the Rate Case Proceeding, be consolidated.

10. In accordance with R.C. 4909.43(B) and Ohio Adm. Code 4901:1-19-06(A), a
notice of intent to file this Application was served on the mayor and legislative authority of each
municipality on December 29, 2017, and on the Commission on January 3, 2018.

11. In accordance with R.C. 4929.05(A)(1) and (2), VEDO states that it is in
compliance with R.C. 4905.35 and is in substantial compliance with the policy of the State
specified in R.C. 4929.02; VEDO also submits that it will continue to be in substantial
compliance with state policy after implementation of the CEP Alternative Rate Plan as proposed.

12. In compliance with Ohio Adm. Code 4901:1-19-06(C), VEDO has attached to the
Application the following Exhibits to the CEP Alternative Rate Plan:

(a) Detailed alternative rate plan, which states the facts and grounds upon which the
proposed plan is based, and which sets forth the Plan’s elements, transition plans,
and other matters as required by the rules;

(b) Listing of the services which have been exempted, the case number authorizing
such exemption, a copy of the approved separation plan, and a copy of the
approved code of conduct;

(c) Detailed discussion of how potential issues concerning cross-subsidization of
services have been addressed in the Plan;

(d) Detailed discussion of how the Plan is in compliance with section 4905.35 of the
Revised Code, in substantial compliance with the policies of the state of Ohio
specified in section 4929.02 of the Revised Code, how VEDO expects to continue

to be in substantial compliance with the policies of the state specified in section



4929.02 of the Revised Code, after implementation of the CEP Alternative Rate
Plan, and a demonstration that the CEP Alternative Rate Plan is just and
reasonable; and

(e) List of witnesses sponsoring each of the exhibits in the Application.

13. In accordance with the deadline set forth in Ohio Admin. Code 4901:1-19-
06(B)(1), the testimony of J. Cas Swiz is being filed in support of the CEP Alternative Rate Plan
concurrently with this Application. In addition to other material, proposed tariff sheets
establishing the CEP Rider, with a placeholder rate initially set at zero, are attached to the
testimony of VEDO Witness Swiz.

14.  VEDO represents that a copy of the CEP Alternative Rate Plan has been provided
to the Office of the Ohio Consumers’ Counsel and each party of record in its most recent
alternative rate plan proceeding, as required by Ohio Admin. Code 4901:1-19-06(B)(2).
Additionally, copies of the Plan are being kept at VEDO?’s principal business office and on its
web page, www.vectren.com, for public inspection.

WHEREFORE, VEDO respectfully requests that the Commission consider the facts and
proposals set forth in this application and approve the CEP Alternative Rate Plan, the CEP Rider,

and the proposed tariff sheets, and grant any other necessary and proper relief.
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of Vectren )

Energy Delivery of Ohio, Inc., for Approval ) Case No. 18-0049-GA-ALT
of an Alternative Rate Plan )

ALTERNATIVE RATE PLAN EXHIBITS

l. Ohio Adm. Code 4901:1-19-06(C)(2) Detailed alternative rate plan and related
information.

In 2011, the General Assembly enacted House Bill 95 (HB95). The bill included R.C.
4929.111, which authorized natural gas companies to implement capital expenditure programs.
Before describing its proposal in this case, Vectren Energy Delivery of Ohio, Inc. (VEDO) will
provide background on its Capital Expenditure Program (CEP), and the connection of this case
with its pending rate case, Case No. 18-0298-GA-AIR.

A. Background
1. Case No. 12-530-GA-UNC - VEDO’s Initial CEP Filing.

On February 3, 2012, VEDO filed its first application for approval of its CEP. After
several rounds of comments, the Commission approved VEDO’s CEP and authorized it to adjust
its accounting procedures to allow for the deferral of post-in-service carrying costs (PISCC),
depreciation expense, and property tax expense associated with its CEP investments beginning
with the period October 1, 2011, through December 31, 2012. See Case No. 12-0530-GA-UNC,
Finding & Order at 21 (Dec. 12, 2012) (the 12-530 Order).

The Commission made several determinations and imposed several conditions, including

the following:



e “VEDO’s application include[d] the necessary information required by Section
4929.111, Revised Code, regarding the types and amounts of the expenditures
included in the CEP,” id.;

e VEDO “demonstrated that the CEP is consistent with the Company’s obligation
under Section 4905.22, Revised Code, to furnish necessary and adequate services
and facilities, which the Commission finds to be just and reasonable,” id.;

e the “the prudence and reasonableness of the magnitude of VEDO’s CEP-related
regulatory assets and associated capital spending in any future proceedings
seeking cost recovery” would be reviewed in future proceedings,” id.;

e “VEDO should docket an annual informational filing by April 30 of each year
that details the monthly CEP investments and the calculations used to determine
the associated deferrals, as recommended by Staff,” id.;

e “VEDO's calculation of CEP deferred regulatory assets should be net of
incremental revenue attributable to CEP investments” and that “VEDO should
calculate the total monthly deferral . . . using the specific definitions and formulas
set forth in Staff’s surreply comments,” id.;

e “VEDO may accrue CEP deferrals up until the point where the accrued deferrals,
if included in rates, would cause the rates charged to Residential (Rate 310, 311,
and 315) and General Default Sales Service, Group 1 (Rate 320, 321, and 325)
customers to increase by more than $1.50 per month,” id.; and

e “[a]ccrual of all future CEP-related deferrals should cease once the $1.50 per
month threshold is surpassed, until such time as VEDO files to recover the
existing accrued deferrals and establish a recovery mechanism under Sections
4909.18, 4929.05, or 4929.11, Revised Code.” Id.

2. Case No. 13-1890-GA-UNC - Authority for an on-going CEP.

The next year, on August 29, 2013, VEDO filed an additional application in Case No. 13-
1890-GA-UNC. It requested that the Commission approve the continuance of VEDO’s CEP
program, with certain modifications. The Commission again determined that VEDO had
“demonstrated that the CEP is consistent with its obligation under Section 4905.22, Revised
Code, to furnish necessary and adequate services and facilities, which the Commission finds to

be just and reasonable.” Finding & Order at 6 (Dec. 4, 2013) (13-1890 Order).

The Commission also approved modifications to the annual procedure as follows:



e VEDO “shall provide interested persons and Staff an opportunity to comment on
[VEDOQ’s] CEP report due by April 30 each year,” id. at 6;

e “any comments and reply comments should be filed within 30 days and 40 days,
respectively, of the date [the] annual CEP report is filed,” id.;

o “After receipt of each annual CEP report and review of any comments and replies
submitted, the Commission will determine whether there should be further review
of [VEDQ’s] approved deferral authority,” id; and

e If so, an appropriate procedure would be established with 60 days after the filing

of the annual CEP report, with VEDO authorized to “continue to accrue
appropriate deferrals, unless and until the Commission orders otherwise,” id.

The Commission also approved VEDO'’s request to implement an “on-going CEP.” Id. at
7. Under this request, VEDO could continue deferring amounts related to the CEP until “the
$1.50 per month threshold is surpassed”; if this occurred, “[a]ccrual of all future CEP-related
deferrals should cease . . . until such time as VEDO files to recover the existing accrued deferrals
and establish a recovery mechanism under Sections 4909.18, 4929.05, or 4929.11, Revised
Code.” 1d.

In accordance with both the 12-530 Order and the 13-1890 Order (the CEP Orders),
VEDO filed annual reports each year beginning in 2013, in Case No. 12-530-GA-UNC, and then
from 2014 through 2017 in Case No. 13-1890-GA-UNC, with an additional report to be filed
later this month. To date, no comments have been filed by Staff or by any other party with
respect to any of VEDO’s annual reports. Nor has the Commission taken any action either with
respect to any annual report, or with respect to VEDO’s authority to continue deferring amounts
related to the CEP.

3. Case No. 18-0298-GA-AIR — Compliance with the $1.50 limit on accrued
deferrals.

On March 30, 2018, VEDO filed an application to increase rates in Case No. 18-0298-

GA-AIR and for approval of an alternative rate plan in Case No. 18-0299-GA-ALT (collectively,



the Rate Case Proceeding). Among other things, the base rates proposed in the Rate Case
Proceeding included the CEP-related deferred balance as of December 31, 2017, the date certain
of the rate case. At the time of the filing, as discussed in the testimony of VEDO Witness J. Cas
Swiz, the inclusion of the accrued deferrals in rates (standing alone) did not exceed the $1.50 per
month threshold.

Thus, because VEDO filed an application “to recover the existing accrued deferrals” and
to “establish a recovery mechanism” under R.C. 4909.18 before exceeding the $1.50 limit,
VEDO satisfied the conditions of the 12-530 and 13-1890 Orders, and accordingly it remains
authorized under those Orders to continue deferring amounts related to its CEP. At this time,
VEDO is continuing to defer amounts related to ongoing CEP investments, in compliance with
all conditions and limitations established by prior orders, and it intends to file an annual report
related to 2017 activity around the end of this month.

B. VEDO’s CEP Rider Proposal

In this proceeding, beginning with CEP-related deferrals for the period January 1 through
December 31, 2018, and continuing each year thereafter, VEDO proposes annually recovering
the deferred CEP balance with a return through the proposed CEP Rider. The CEP Rider will be
based on a revenue requirement calculation, which captures the return on the deferred balance
(based on VEDO'’s proposed rate of return in the Rate Case Proceeding) and the recovery of the
deferred balance over the average life of VEDO’s assets (based on VEDQO’s proposed composite
depreciation rates in the Rate Case Proceeding). The CEP Rider will not include a return on the
underlying CEP investments, which will be addressed in VEDQO’s next base rate case. The CEP
Rider rates and charges will be in effect for twelve months, with any under- or over-recovery

variance included for recovery (or pass-back) in the subsequent CEP Rider filing.



The CEP Rider revenue requirement will be calculated using the total deferred balance as
of the end of the prior calendar year. This deferred balance is comprised of the deferred
depreciation expense on CEP investments, the accrued and deferred PISCC on CEP investments,
deferred property tax expense on CEP investments, and deferred Shared Asset Charge expense
(which itself comprises carrying costs, depreciation expense, and property tax expense), less
incremental revenues associated with CEP investments. The total deferred balance will be
reduced by estimated deferred income taxes attributed to the deferred depreciation and PISCC.
VEDO will include a reconciliation of actual CEP Rider recoveries against the amounts
authorized for recovery in each annual CEP filing, with any under- or over-recovery variance
included for recovery (or pass-back) in each CEP Rider filing. The calculation of the overall
revenue requirement and of each of the individual components, as well as the proposed
development of the rate, are discussed in detail in the testimony of VEDO Witness Swiz.

VEDO proposes to allocate the CEP Rider revenue requirement using the allocations
from its proposed cost of service study in the Rate Case Proceeding. In the event these
allocations are updated during the Rate Case Proceeding, VEDO will adjust the CEP Rider
allocators to match the final approved amounts. VEDO proposes to recover the allocated CEP
revenue requirement from each Rate Schedule consistent with the rate design proposed for its
Distribution Replacement Rider (DRR). As described in more detail in the testimony of VEDO
Witness Swiz, VEDO intends to apply a fixed charge to the Residential Rate Schedules (Rates
310, 311, and 315) and to Group 1 customers in the General Service Rate Schedules (Rates 320,

321, and 325); a volumetric (per CCF) rate will apply to all other customers.



C. Annual Proceedings and Reporting

With respect to the annual update process, VEDO proposes establishing the following

schedule, which would enable the implementation of an updated CEP Rider by August 1 of each

year:
Date” Activity
April 1 File CEP Rider Application
June 1 Staff Report
June 15 Motions to Intervene and

Comments by VEDO and Other Parties

June 22 | Notification Whether Issues Raised in Comments
Have Been Resolved

July Hearing

August 1 Rate Effective Date

Under this schedule, the Commission Staff would conduct an investigation and review the
deferral activity and CEP investments for the prior calendar year over a sixty-day period, and
then provide a report of its findings and recommendations. VEDO and other interested parties
would then have 14 days to respond to Staff’s report, and another week to resolve any issues
identified in the report or in any comments. If such issues are not resolved, a hearing would be
conducted in time for resolution and Commission order by August 1.

As part of this annual CEP Rider filing, VEDO will also present its estimated CEP budget
for the then-current calendar year. In each subsequent CEP Rider filing, VEDO will provide a

reconciliation of the actual CEP investments against the CEP budget, with explanations for

! These dates are approximate and may vary depending on weekends. VEDO expects that a
specific procedural schedule would be established in each case.
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significant variances, which is consistent with how VEDO has presented past annual reports
under the CEP Orders. Going forward, VEDO proposes that the annual CEP Rider filing and

report replace the current annual reporting requirements under the CEP Orders.



1. Ohio Adm. Code 4901:1-19-06(C)(3), Statements regarding exemptions.

VEDO has been granted exemptions by the Commission with respect to its provision of
commodity service. See Case No. 07-1285-GA-EXM (original exemption); Case No. 12-483-
GA-EXM (modification). VEDO’s approved code of conduct is set forth at Sheet No. 72 in its

Tariff for Gas Service.



II. Ohio Adm. Code 4901:1-19-06(C)(4), Cross-Subsidization.

The Alternative Rate Plan will not result in the cross-subsidization of services. All CEP
deferred balances will be subject to annual review by the Commission and its Staff, and any rates
or charges reflecting the CEP deferred balances will also be subject to review and approval by
the Commission. Any rates and charges recovering CEP deferred balances will reflect
appropriate allocations of cost responsibility to customer classes in accordance with the cost of
service study or other related analysis applicable at the time that the CEP Rider rates are set. No

cross-subsidization shall occur under any element of VEDO’s Alternative Rate Plan.



V. Ohio Adm. Code 4901:1-19-06(C)(5), Compliance with Revised Code Provisions

VEDO will address compliance with R.C. 4905.35, substantial compliance with R.C.
4929.02, and the justness and reasonableness of the plan, in that order.

A. Compliance with R.C. 4905.35.

R.C. 4905.35 provides in its entirety as follows:

(A) No public utility shall make or give any undue or unreasonable preference or
advantage to any person, firm, corporation, or locality, or subject any person,
firm, corporation, or locality to any undue or unreasonable prejudice or
disadvantage.

(B)(1) A natural gas company that is a public utility shall offer its regulated
services or goods to all similarly situated consumers, including persons with
which it is affiliated or which it controls, under comparable terms and conditions.

(2) A natural gas company that is a public utility and that offers to a consumer a
bundled service that includes both regulated and unregulated services or goods
shall offer, on an unbundled basis, to that same consumer the regulated services or
goods that would have been part of the bundled service. Those regulated services
or goods shall be of the same quality as or better quality than, and shall be offered
at the same price as or a better price than and under the same terms and conditions
as or better terms and conditions than, they would have been had they been part of
the company’s bundled service.

(3) No natural gas company that is a public utility shall condition or limit the
availability of any regulated services or goods, or condition the availability of a
discounted rate or improved quality, price, term, or condition for any regulated
services or goods, on the basis of the identity of the supplier of any other services
or goods or on the purchase of any unregulated services or goods from the
company.

VEDO is compliant with R.C. 4905.35. In accordance with R.C. 4905.35(A), VEDO does
not make or give any undue or unreasonable preference or advantage to any person, firm,
corporation, or locality, or subject any person, firm, corporation, or locality to any undue or

unreasonable prejudice or disadvantage.
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In accordance with R.C. 4905.35(B)(1), VEDO offers its regulated services or goods to
all similarly situated consumers, including persons with which it is affiliated or which it controls,
under comparable terms and conditions, as evidenced by VEDO’s Supplier Code of Conduct and
Affiliate Code of Conduct (see Tariff Sheets No. 52 and No. 72). Consistent with the obligation
to make its service offerings available on a comparable and non-discriminatory basis, VEDO has
applied these principles in developing its service offerings, the terms and conditions upon which
it provides public utility service, and its rates. Such services, terms and conditions and rates have
been reviewed and approved by the Commission and are currently incorporated in VEDQO’s
tariff.

With respect to R.C. 4905.35(B)(2), VEDO does not presently have any bundled service
offerings that include a regulated and unregulated service.

In accordance with R.C. 4905.35(B)(3), VEDO does not condition or limit the
availability of any regulated services or goods, or condition the availability of a discounted rate
or improved quality, price, term, or condition for any regulated services or goods, on the basis of
the identity of the supplier of any other services or goods or on the purchase of any unregulated
services or goods from VEDO.

B. Substantial compliance with R.C. 4929.02.

The Commission’s rules require VEDO to discuss its current compliance with state
policy and its expected compliance with that policy following implementation of the proposed
plan.

R.C. 4929.02 establishes Ohio’s state policy regarding the provision of natural gas
service and goods. The policy promotes, among other things, the availability of adequate,
reliable, and reasonably priced services and goods as well as the unbundling and comparability

of those services and goods. It supports effective choices for supplies and suppliers; encourages

11



market access to supply- and demand-side services and goods; and acknowledges the importance
of effective competition and the regulatory treatment needed to support competition.

VEDO currently works to promote, encourage, recognize, facilitate and ensure the goals
in R.C. 4929.02 are met. VEDO’s record of service in Ohio includes a proactive effort to work
with stakeholders to implement unbundled and ancillary service offerings that provide customers
with effective and convenient choices to meet their natural gas supply needs. VEDQO’s current
tariff provides numerous options for service of varying terms and conditions to meet its
customers’ needs for the purchase and delivery of natural gas. VEDO’s services provide all
customers the opportunity to choose an alternative commodity supplier. VEDO’s current rates
provide no subsidies flowing to or from regulated services or goods. VEDO developed and
implemented a successful residential and commercial natural gas choice program within the first
two years of its ownership and operation of the VEDO system, and as approved in Case No. 07-
1285-GA-EXM, it has implemented an auction-based commaodity-service procurement since
2008.

VEDO also provides funding for low-income conservation programs resulting in more
efficient use and conservation of natural gas for qualifying customers. VEDQ’s energy efficiency
programs provide annual funding for low-income conservation programs resulting in more
efficient use and conservation of natural gas for qualifying customers. In collaboration with the
VEDO DSM Collaborative, VEDO’s programs also provide annual funding for energy-
efficiency and conservation programs for residential and small business customers. VEDQO’s
conservation portfolio also includes resources, such as an online energy audit tool and a
dedicated conservation connection hotline, to assist customers in becoming more energy efficient

and managing their bills.
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Moreover, VEDQ’s bill inserts, public outreach initiatives, and customer service
representatives provide information useful to customers in making choices about natural gas
services and goods.

The Commission has previously ruled that VEDO is in compliance with R.C. 4929.02,
based on information that is substantially unchanged. See Case No. 07-1825-GA-EXM, Opin. &
Order (Apr. 30, 2008); Case No. 05-1444-GA-UNC, Opin. & Order (Sept. 13, 2006); Case No.
13-1571-GA-ALT, Opin. & Order (Feb. 19, 2014) (approving application and stipulation filed
under R.C. 4929.05). VEDO will continue to comply with R.C. 4905.35 and to substantially
comply with the policies specified in R.C. 4929.02, after implementation of VEDO’s Alternative
Rate Plan proposals.

VEDQO'’s proposed CEP Rider will not detrimentally affect VEDO’s compliance with
state policy. The annual update and recovery of CEP-related deferrals is specifically authorized
by statute, see R.C. 4929.111(D)—(E), and the Commission has already ruled that VEDQO’s CEP
deferrals are consistent with the statutory criteria set forth in R.C. 4929.111(C). See Case No. 12-
0530-GA-UNC, Finding & Order at 21 (Dec. 12, 2012) (finding that “VEDO’s application
includes the necessary information required by Section 4929.111, Revised Code, regarding the
types and amounts of the expenditures included in the CEP such that the Company has
demonstrated that the CEP is consistent with the Company's obligation under Section 4905.22,
Revised Code, to furnish necessary and adequate services and facilities, which the Commission
finds to be just and reasonable.”). Ongoing CEP deferrals will continue to be subject to
Commission review and approval, and only approved deferrals will be recovered through the
CEP Rider. Given that the CEP is consistent with and in furtherance of the provision of just and

reasonable service, and given that VEDO has determined the related costs in keeping with R.C.
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4929.111 and with the Commission’s orders, the program itself and the recovery of the related
costs are both in keeping with state policy.

In sum, implementation of VEDO’s proposal, combined with VEDO’s existing services
and programs, will ensure continued and enhanced compliance with the policies described in
Section 4929.02, Revised Code.

C. The proposed plan is just and reasonable.

For all of the foregoing reasons, VEDQ’s proposed plan is just and reasonable. VEDO’s
CEP has already been determined to be consistent with its statutory obligation “to furnish
necessary and adequate services and facilities,” and the Commission has found the CEP-related
services and facilities “to be just and reasonable.” 1d. Ongoing CEP deferrals will continue to be
subject to these requirements. The inclusion of the Shared Asset Charge within the CEP is also
just and reasonable, for reasons explained in detail in the testimony of VEDO Witness Swiz.
VEDQO'’s plan to recover such costs on annual basis is directly authorized by statute, and will
facilitate necessary investment in VEDQ’s system and in the infrastructure that benefits Ohio
citizens and businesses. No deferred CEP assets will be recovered unless subject to review by the
Commission and its Staff, and only approved amounts will be recovered from customers.

Given the Commission’s prior findings that the CEP is in compliance with statutory
criteria, given that deferral and annual recovery is directly authorized by statute, and given the
procedures proposed to ensure only prudent and reasonable CEP deferrals are recovered, the plan

should be deemed just and reasonable and approved.

14



V. Ohio Adm. Code 4901:1-19-06(C)(6), List of Witnesses.

In accordance with the Commission’s rules, below is the list of witnesses who will
sponsor testimony on behalf of VEDQ’s Alternative Rate Plan in this proceeding.

. J. Cas Swiz

15
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Direct Testimony of
J. Cas Swiz

BACKGROUND AND QUALIFICATIONS

Please state your name and business address.

My name is J. Cas Swiz and my business address is One Vectren Square, Evansville,
Indiana 47708.

What position do you hold with Vectren Energy Delivery of Ohio, Inc. (VEDO or
the Company)?

I am Director, Rates and Regulatory Analysis for Vectren Utility Holdings, Inc. (VUHI),
the immediate parent company of VEDO. I also hold this same position with two other
utility subsidiaries of VUHI — Indiana Gas Company, Inc. d/b/a Vectren Energy Delivery
of Indiana, Inc. (Vectren North) and Southern Indiana Gas and Electric Company d/b/a
Vectren Energy Delivery of Indiana, Inc. (Vectren South).

Please describe your educational background.

I'am a 2001 graduate of the University of Evansville with a Bachelor of Science degree in
Accounting, and a 2005 graduate of the University of Southern Indiana with a Masters of
Business Administration.

Please describe your professional experience.

From 2001 to 2003, I was employed by ExxonMobil Chemical as a Product and
Inventory accountant. Since 2003, I have been employed with VUHI in various
accounting capacities. In 2008, I was named Manager, Regulatory and Utility
Accounting, and in November 2012, I was promoted to Director, Regulatory

Implementation and Analysis. I was named to my current position in August 2015.
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What are your present duties and responsibilities as Director, Rates and Regulatory
Analysis?

I am responsible for the regulatory and rate matters of the regulated utilities within VUHI
in proceedings before the Indiana and Ohio utility regulatory commissions. I also have
the responsibility for the financial analysis and implementation of all regulatory
initiatives of VUHI, as well as the preparation of accounting exhibits submitted in various
regulatory proceedings.

Have you previously testified before this Commission?

Yes. I have testified in VEDO’s Distribution Replacement Rider (DRR) proceedings,
Case Nos. 13-1121-GA-RDR, 14-0813-GA-RDR, 15-0865-GA-RDR, 16-0904-GA -
RDR, and 17-1155-GA-RDR. I am also testifying in VEDO’s pending base rate case,

Case No. 18-0298-GA-AIR (the Rate Case).

SUMMARY

What is the purpose and scope of your testimony in this proceeding?

My testimony will support VEDQO’s proposal to establish a Capital Expenditure Program
(CEP) Rider to recover deferred costs, starting January 1, 2018, authorized under
VEDO’s CEP in Case Nos. 12-530-GA-UNC and 13-1890-GA-UNC (collectively, the
CEP Orders). I will discuss the authority granted under the CEP Orders in accordance
with Ohio House Bill 95 (HB95) and how VEDO, in compliance with the CEP Orders, is
proposing recovery of the CEP investments and deferred balance as part of its Rate Case.
I will discuss the continued deferral of costs starting January 1, 2018, in accordance with

the CEP Orders. Finally, I will discuss how the CEP Rider will be calculated and
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allocated to VEDO’s customer classes in each annual CEP Rider filing, and present an
estimate of the customer bill impacts for recovery of the 2018 deferral.

Are the Company’s books and records kept in accordance with the Federal Energy
Regulatory Commission (FERC) Uniform System of Accounts?

Yes. The Company’s books and records are kept in accordance with the FERC Uniform
System of Accounts as adopted by this Commission.

Are you sponsoring any attachments to your testimony in this proceeding?

Yes. Attachment A to my testimony presents the illustrative CEP Rider calculation
exhibits that are proposed to be filed annually. Attachment B to my testimony presents

the proposed CEP Rider Tariff Sheet.

CEP BACKGROUND

Please explain the currently approved HB9S Capital Expenditure Program.

On December 12, 2012, in Case No. 12-530-GA-UNC, the Commission issued an Order
(the 12-530 Order) that approved accounting authority, inclusive of the deferral of
depreciation and property tax expense and the accrual of PISCC, on investments made
under the Company’s CEP for the period October 1, 2011 through December 31, 2012.
The 12-530 Order required VEDO to submit, by April 30 of each year, a report detailing
the total deferred balance associated with CEP investments and the estimated impacts on
customers if included for recovery in rates. The Commission’s Order also required the
deferral to be offset by incremental revenues received as a result of these investments,
which VEDO has complied with as demonstrated within each annual report submitted in
accordance with the Order. This accounting authority was granted on investments made

starting October 2011 until such point as the cumulative deferral of activity, if included in
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rates, would result in a bill impact to residential and general service group 1 customers of
$1.50 per customer per month.

On December 4, 2013, in Case No. 13-1890-GA-UNC, the Commission issued
another Order (the 13-1890 Order) that approved the continuation of the CEP investments
and deferral beyond December 31, 2012, with such deferrals permitted to continue
without further approval up to the point when the deferral would reach the $1.50 per
customer per month cap established in the 12-530 Order. The 13-1890 Order did not
change the calculation of each of the deferred components, including the offsetting
incremental revenue credit, and maintained the requirement for VEDO to file annual
reports, by April 30 of each year, detailing the CEP investments, deferral, and estimated
impacts on VEDO’s customers if included for recovery in rates.

Please explain how VEDO proposes to recover its CEP investments and deferrals in
the Rate Case.

VEDO has utilized the approved accounting authority to compile a total deferred balance
of approximately $66 million as of December 31, 2017, which has been included for
recovery as part of rate base in the Rate Case. As explained in my testimony in that
proceeding, VEDO has also requested recovery of this deferral over an extended period,
using the proposed composite depreciation rate in that proceeding. The impact of the
inclusion of the deferral in base rates is estimated to be approximately $1.35 per
residential customer per month, which is below the defined cap. Finally, VEDO’s Net
Utility Plant balance in the Rate Case includes the eligible CEP investments for which the

accounting treatment has been applied.
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How will VEDO account for additional deferred activity related to these CEP
investments during the Rate Case proceeding?

Under the terms of the CEP Orders, deferrals are required to cease once the balance
reaches the $1.50 per customer per month estimated cap, until such time as the Company
files to recover the existing deferrals and establish a recovery mechanism. Because
VEDO has requested authority in the Rate Case to recover the deferred balance as of
December 31, 2017, the Company believes it has met the requirements of the 12-530
Order, and deferral on the CEP investments will continue during the pendency of both the
Rate Case and this proceeding. The recovery of deferrals not captured in VEDQO’s base

rate proposal will be addressed in this proceeding.

CEP RIDER

Please summarize VEDQO’s proposal to establish the CEP Rider.

VEDO proposes to establish the CEP Rider to recover the deferred balance, with a return,
in current rates. As reflected in the illustrative calculation schedules included in
Attachment A to my testimony, the CEP Rider will be based on a revenue requirement
calculation, capturing the return on the deferred balance and the recovery of the deferred
balance over the average life of VEDO’s assets. The CEP Rider will not include a return
on the underlying CEP investments; these will be addressed in VEDQO’s next base rate
case. VEDO proposes to annually update the CEP Rider, to capture deferrals through
December 31 of the prior calendar year. The CEP Rider rates and charges will be in
effect for twelve months, with any under- or over-recovery variance included for

recovery (or pass-back) in the subsequent CEP Rider filing.
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What is VEDO seeking to establish in this proceeding?

VEDO is proposing only to establish the CEP Rider mechanism; the initial rate will be
set at zero. As explained later in my testimony, VEDO’s intention is to make its first
filing to establish a CEP Rider rate on April 1, 2019, covering deferrals from January 1
through December 31, 2019.

What are the primary benefits of the proposed CEP Rider?

In the Rate Case, VEDO is seeking recovery of the cumulative deferred balance
associated with the CEP investments through December 2017. This deferral, at
approximately $66 million, is a significant portion of VEDO’s proposed revenue increase
in the Rate Case. As deferrals on new CEP investments will continue, starting in 2018,
the proposed CEP Rider will help mitigate future base rate increases by allowing for
gradual recovery of the deferred balance in current rates. This gradual recovery will
reduce the amount that will ultimately be included in VEDO’s subsequent base rate case.

In addition, the CEP Rider will support VEDQO’s continued investment in the
State of Ohio in a reasonable and economic manner. The effect of HB9S5 has been to
support growth in the economy of Ohio by encouraging and incenting utility investment,
and the CEP Rider would act as another tool to support these investments and the benefits
they provide.

Please explain the components of the CEP Rider Revenue Requirement.

The CEP Rider revenue requirement will be calculated using the total deferred balance as
of the end of the prior calendar year. This deferred balance is comprised of the deferred
depreciation expense on CEP investments, the accrued and deferred PISCC on CEP
investments, deferred property tax expense on CEP investments, and (as discussed

below) deferred Shared Asset Charge expense, less incremental revenues associated with
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CEP investments. (I will discuss the Shared Asset Charge, and its inclusion within the
CEP, in detail in the next section of my testimony.) The total deferred balance will be
reduced by estimated deferred income taxes attributed to the deferred depreciation and

PISCC. Attachment A, Schedule 1 to my testimony shows the calculation of the

illustrative CEP Rider revenue requirement.

Are there assets currently in utility plant in service that are being retired as part of
the CEP projects?

Yes. Each component of the deferral will include the impact of retirements attributed to
CEP projects. For example, deferred depreciation expense is calculated on the net asset
additions — the total costs recorded on the Work Order related to the new asset less the

assets retired as a result of the project. Attachment A, Schedule 2 shows an illustrative

calculation of the net CEP investments eligible for deferred treatment.

Please describe how the Deferred Depreciation Expense is calculated.

The deferred depreciation is calculated on eligible CEP investments consistent with
VEDO’s fixed asset policies and procedures. Costs attributed to a capital project are
captured within a Project or Work Order within VEDO’s Fixed Asset system,
PowerPlant. The costs within a Work Order are booked within FERC Account 107,
Construction Work in Progress (CWIP), until such time as the investments are complete
and the assets are used and useful in providing utility service to VEDO customers. At that
point, the Work Order is placed in-service, and the costs are transferred to FERC Account
101, Gas Plant In Service. This transfer to FERC Account 101 also identifies the
appropriate FERC Plant Account for each cost component of the Work Order, assigning

the costs to a specific asset type or category.
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VEDO'’s Fixed Asset system calculates depreciation on the investment at the
moment the Work Order is placed in-service. In that initial month, 50 percent of the
Work Order costs (or Asset Costs at this point) are multiplied by the applicable
depreciation rate assigned to the FERC Plant Account where the asset is assigned. The
applicable depreciation rates will be those most recently approved by the Commission. !
In each subsequent month, depreciation is calculated in full for each asset that remains in-
service.

The formula for the deferred depreciation is as follows:

[(Previous Month’s Cumulative Gross Plant Additions — Previous Month’s Cumulative

Retirements) + (50% x Current Month Plant Additions — 50% x Current Month
Retirements)] x (Depreciation Rate / 12 months)

Attachment A, Exhibit Nos. 3a through 3e to my testimony reflect the illustrative

calculation of the deferred depreciation on CEP investments.

Is the calculation of deferred depreciation the same one that VEDO has utilized for
prior CEP deferrals?

Yes, this calculation matches what VEDO has used since the approval in the 12-530
Order, as disclosed in its annual reports.

Please describe how the Deferred PISCC is calculated.

Deferred PISCC is calculated on in-service CEP investments using a one-month lag
approach. Once the Work Order is placed in-service, FERC requirements specify that the
Allowance for Funds Used During Construction (AFUDC), which captures the financing
costs (debt and equity) on the project during construction, ceases in the month the Work
Order is complete. The accrual of PISCC will begin in the month following the

completion of the Work Order.

"' VEDO has filed a request to adjust its depreciation rates as part of its base rate case in Case No. 18-
0298-GA-AIR.
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The basis for the calculation will be the Net Plant Balance of CEP investments,
which is calculated by taking the cumulative gross plant additions through the prior
calendar month (net of retirements of existing assets) less the Accumulated Depreciation
on these CEP Assets through the prior calendar month. This net plant balance is
multiplied by VEDO’s Cost of Long-Term Debt (Cost of Debt) established in its base
rate proceeding? to determine the PISCC accrued for the current month.

The formula for the deferred PISCC is as follows:

[(Previous Month’s Cumulative Gross Plant Additions — Previous Month’s Cumulative

Retirements) — (Previous Month’s Accumulated Depreciation)] x (Cost of Long-Term
Debt Rate / 12 months)

Attachment A, Schedule 4 shows the illustrative calculation of the PISCC deferral

on eligible CEP investments.

Is the calculation of the PISCC deferral the same one that VEDO has utilized for
prior CEP deferrals?

Yes, this calculation matches what VEDO has used since the approval in the 12-530
Order, as disclosed in its annual reports.

Please describe how the Deferred Property Tax Expense is calculated.

Deferred property tax expense is calculated based on the cumulative gross plant additions
less cumulative retirements for the prior calendar year. Because VEDQO’s property tax
expense reflects the liability in the current calendar year on prior year investments, any
additions during the current year are not resulting in incremental property tax expense.
For example, VEDQO’s 2018 property tax expense is based on VEDO’s 2017 gross plant
balance included within its property tax returns. Any 2018 additions would not create

incremental property tax expense until 2019.

2 VEDO’s proposed base rates reflect a Cost of Debt of 5.07 percent in Case No. 18-0298-GA-AIR.
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All eligible investments (additions less retirements) are multiplied by a Percent
Good Adjustment, which is based on the State of Ohio’s personal property tax tables by
asset type. This adjustment recognizes the declining value of assets over time for tax
purposes. The resulting net amount is multiplied by a valuation percentage of 25 percent,
dictated by the Ohio Department of Taxation Annual Natural Gas Property Tax Report.
Finally, this amount is then multiplied by the most recent available property tax rate for
VEDO, calculated by taking the total property tax paid as a percentage of total taxable
value of plant in service.

The formula for the deferred property tax expense is as follows:

[(Previous Month’s Cumulative Gross Plant Additions — Previous Month’s Cumulative

Retirements)] x (Percent Good Adjustment) x (25%) x (Effective Property Tax Rate / 12
months)

Attachment A, Schedule 5 shows the illustrative calculation of the deferred

property tax expense on eligible CEP investments.

Is the calculation of the deferred property tax expense the same one that VEDO has
utilized for prior CEP deferrals?

Yes, this calculation matches what VEDO has used since the approval in the 12-530
Order, as disclosed in its annual reports.

Please explain how the Incremental Revenue Credit is calculated.

The Incremental Revenue Credit will be calculated in two components. For those Rate
Schedules and customers subject to a straight fixed variable rate design, VEDO will
compare actual annual customers against the Rate Case “baseline” customer count by
Rate Schedule. If the actual customers are greater than the baseline, meaning VEDO has
added more customers than it has lost since the Rate Case, VEDO will multiply the

increase in customers by the cost portion of VEDO’s base rates. The cost portion of

10
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VEDO’s base rates will exclude any equity return, and will be determined once base rates
are approved in VEDO’s Rate Case. If the actual customers are less than the baseline,
meaning VEDO’s net customer count has dropped since the Rate Case, then no
incremental revenue adjustment is needed.

For those Rate Schedules with volumetric base rates and charges, VEDO will
identify the CEP investments made that resulted in the extension of main to serve new
customers. Any volumetric sales attributed to these investments will be multiplied by the
cost portion of the applicable volumetric rates to determine the incremental revenue
credit applied to the deferred balance.

The formula for calculating the Incremental Revenue Credit will be as follows:

[(Actual Customers — Baseline Customers) x (Cost Portion of Customer Charge)] +

[(Additional Volumetric (CCF) Sales Attributed to CEP Investments) x (Cost Portion of
Volumetric Rate)]

Attachment A, Schedule 7 shows the illustrative calculation of the incremental

revenue credit associated with CEP investments.

Is the calculation of the incremental revenue credit essentially the same one that
VEDO has utilized for prior CEP deferrals?

Yes. The formula for determining the incremental revenue credit is unchanged, but for
the cost portion of the rates and charges, which is pending update in the Rate Case,
applied to determine the appropriate revenue credit.

Please explain how the Deferred Taxes attributed to these deferred costs is
calculated.

VEDO will include as part of the net CEP deferred balance the associated Deferred
Income Taxes (DIT) attributed to the CEP deferred depreciation and PISCC. Under
current tax laws, certain expenses like depreciation are treated differently for tax

purposes than they are for book purposes, resulting in a DIT Liability. These deferred

11
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taxes represent a cost-free source of funding for capital investments. VEDO will calculate
the associated DIT Liability for CEP investments by multiplying the deferred
depreciation and PISCC portion of the deferred balance by 21 percent (current Federal
statutory income tax rate), with the resulting amount becoming a reduction to the net
deferred balance on which VEDO will earn a return.

What rate of return will be used to determine the return on the deferred balance?

The rate of return applied to the net deferred balance will be the pre-tax rate of return
from VEDO’s most recent base rate case. VEDO’s proposed rates reflect a pre-tax rate of
return of 9.43 percent in the Rate Case proceeding. In the event this rate of return is
adjusted in the Rate Case, VEDO will adjust the CEP Rider revenue requirement
calculation to match the rate of return approved in the Rate Case.

What Amortization rate is VEDO proposing to use for the deferred balance?

VEDO proposes to use the composite depreciation rate of 3.10 percent, proposed within
its Rate Case proceeding. This is consistent with how VEDO has estimated the impact of
its CEP deferrals since the inception in the 12-530 Order. In the event this rate is adjusted
during the Rate Case, VEDO will adjust the CEP Rider revenue requirement to match the
approved composite depreciation rate.

How will the Revenue Requirement be allocated amongst VEDQO’s Rate Schedules?

VEDO will allocate the CEP Rider revenue requirement using the Rate Base allocations
from its proposed Cost of Service Study in its Rate Case proceeding. In the event these
allocations are updated during the Rate Case, VEDO will adjust the CEP Rider allocators

to match the final approved amounts. Attachment A, Schedule 10 shows the proposed

allocation percentages for the CEP Rider.
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Please describe how the allocated CEP revenue requirement will be recovered from
customers.

VEDO proposes to recover the allocated CEP revenue requirement from each Rate
Schedule consistent with its current DRR rate design. For the Residential Rate Schedules
(Rates 310, 311, and 315), VEDO will utilize a fixed charge per customer per month.

For the Group 1 customers in the General Service Rate Schedules (Rates 320,
321, and 325), VEDO will apply the ratio of the monthly base rate charge for Residential
customers and General Service Group 1 customers to the CEP Rider charges. As an
example, VEDO has proposed in the Rate Case a Residential Monthly Charge of $35.41
and a Group 1 Customer Charge of $46.19. The proposed Group 1 charge is
approximately 130 percent of the Residential Monthly charge. In future CEP Rider
proceedings, the proposed Residential CEP Rider charge will be multiplied by 130
percent (or other applicable ratio, depending on the respective charges approved in the
Rate Case) to arrive at the Group 1 CEP Rider monthly charge.

The remaining revenue requirement for the General Service Rate Schedules,
applicable to Group 2 and Group 3 customers, will be recovered via a volumetric (per
CCF) rate.

For the large transportation Rate Schedules (Rate 345 and Rate 360, the allocated
CEP revenue requirement will be recovered via a volumetric (per CCF) rate.

Attachment A, Schedule 11 shows the calculation of the illustrative CEP Rider

rates and charges. VEDO is not proposing to implement these rates in this proceeding,

and will make a filing on April 1, 2019, to seek initial CEP Rider rates and charges.

13



N —

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Q31.

Q32.

How will the CEP Rider recoveries be captured in the annual CEP revenue
requirement calculation?

In each CEP Rider filing, VEDO will reduce the deferred balance by the amount

authorized for recovery in the CEP Rider for the prior year.

SHARED ASSET CHARGE

What is the Shared Asset Charge?

The Shared Asset Charge reflects the cost of assets used by VEDO in the provision of
regulated service, and owned by VEDO’s parent, VUHI, in support of utility operations.
VUHI owns specific assets that are used by all of VUHI’s utility subsidiaries—for
example, customer billing systems, financial systems, buildings and facilities. Because
these assets serve a common utility purpose, it is more efficient and cost effective to have
them centrally owned and operated. Without this consolidated approach, each utility
subsidiary would be required to invest in the same kind of assets, and include these costs
in rate base within its base rate proceedings. An individual, utility-specific approach to
these investments would be duplicative and more costly, whether considered at the level
of the individual utility or for the consolidated system as a whole. In contrast, the
consolidated approach creates economies of scale, reducing the overall cost to each utility
subsidiary.

The Shared Asset Charge results in the same treatment and rate impact that would
be achieved if the assets or an allocated share of the assets were in rate base. The charge
calculates a return on the net investment at the authorized rate of return for each utility
subsidiary, and adds to this the depreciation expense and property tax expense associated

with these shared assets. Each component (net asset balance and associated expenses) is

14
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then allocated to VEDO (and the other utility subsidiaries) based on specific VUHI
defined allocation rules, and charged to each utility as an operating expense. By design,
however, this allocated expense has the same impact, both on VEDO’s books and for

ratemaking purposes, as if VEDO’s share of the assets were held as plant in service.

Would these assets consolidated and held by VUHI be included in VEDO rate base
absent the Shared Asset Charge treatment?

Yes. Without the consolidated approach, to provide adequate service to its customers, it
would be necessary for VEDO to invest in the same assets, or the same kind of assets,
and include these investments on its books as plant in service in rate base.

Assuming VEDO could directly own the same share of the same assets included in
the Shared Asset Charge, would VEDO’s rates and charges change?

No. As noted, the Shared Asset Charge mirrors the treatment that would exist if these
assets, in full or in part, were included as plant in service on VEDO’s general ledger.
Customer rates and charges would continue to include a return on these investments at
the approved rate of return, and recovery of depreciation and property tax on these
investments.

Based on your understanding of R.C. 4929.111, would the underlying assets and

investments reflected in the Shared Asset Charge be eligible for inclusion within
VEDO’s CEP?

Yes, subject to the review and approval of the Commission. As an example, a large
component of the VUHI Shared Asset Charge reflects modifications, upgrades, and in
some instances replacements of the utility customer billing systems and components.
These investments, in accordance with Ohio Revised Code 4929.111, would be eligible
capital expenditure program investments as a “program to install, upgrade, or replace

information technology systems.”
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Earlier, you explained how the Shared Asset Charge is generally determined; please
explain how the Shared Asset Charge will be calculated within the CEP.

As previously explained, the Shared Asset Charge is an operating expense for VEDO.
This operating expense has been included for recovery in VEDO’s base rates, both the
current rates approved in Case No. 07-1080-GA-AIR and those proposed in the Rate
Case, at a specific defined amount. However, the Shared Asset Charge in base rates is
calculated using a full rate of return. To ensure compliance with the provisions of R.C.
4929.111, VEDO will calculate the carrying cost component of the Shared Asset Charge
within the CEP using the cost of long-term debt approved in the Rate Case (the proposed
rates reflect VEDO’s cost of 5.07 percent).

Will VEDO annually include the entire Shared Asset Charge in the CEP?

No. VEDO proposes to include the Shared Asset Charge within the CEP deferral only to
the extent the annually allocated investment used to calculate the Shared Asset Charge,
and associated depreciation and property tax expenses, exceeds what was included for
recovery in base rates, with necessary adjustments to reflect the application of the cost of
long-term debt. If the actual Shared Asset Charge during a calendar year is in excess (or
below) the baseline amount, the difference will be captured (or passed back) in the CEP
Rider deferral.

Attachment A, Schedule 6 shows the illustrative calculation of the Shared Asset

Charge deferral, along with the calculation of the proposed base rate level of the Shared

Asset Charge to adjust for the use of long-term debt rate.
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R.C. 4929.111(D) specifies that, if approved a capital expenditure program
investment, a regulatory asset will be authorized to capture the PISCC on in-service
assets, and depreciation and property tax expense attributed to the assets. Do you
believe the Company’s proposal to include the Shared Asset Charge complies with
R.C. 4929.111(D)?

Yes. As explained earlier in my testimony, the Shared Asset Charge captures the same
three components authorized for deferral and recovery under R.C. 4929.111(D): carrying
costs on the net plant in service balance, depreciation expense attributed to this plant
balance, and property tax expense attributed to this balance. The Company’s proposal is
to include only the amount of the Shared Asset Charge in excess of what is currently
proposed to be recovered in VEDOQO’s base rates and charges in the Rate Case, adjusted to
reflect the PISCC at the cost of long-term debt. The depreciation and property tax
component, when compared to the amounts in base rates, represent the incremental costs
directly attributable to assets not yet included in rates.

The growth in net plant shown in the asset charge, when comparing to what is
included in base rates, would be an investment made by VEDO that would otherwise
qualify as eligible CEP investments absent the Shared Asset Charge treatment. As such,
the calculated return (PISCC), depreciation, and property tax expense would be
appropriately deferred in a regulatory asset under R.C. 4929.111(D).

Has VEDO included Shared Asset Charge deferrals in its prior CEP?

No, these costs were not included in VEDQO’s prior CEPs. As previously explained in my
testimony, VEDO believes that the investments made at VUHI on behalf of utility
operations, including VEDO, would constitute eligible CEP investments for R.C.
4929.111 authorized accounting treatment. Resetting the level of the Shared Asset

Charge within VEDQO’s base rates provides an opportunity to review this treatment. As
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Q40.

such, VEDO is proposing to begin including these amounts within its deferred balance

starting in 2018.

ANNUAL FILING PROCESS

Please describe the annual CEP Rider filing process and timeline.

VEDO proposes to file annually on April 1 for an adjustment to its CEP Rider rates. The
revenue requirement in the filing will be based on the total deferred balance through
December 31 of the prior calendar year. As the following schedule shows, VEDO
proposes that Commission Staff conduct its investigation over a sixty-day period,
reviewing the deferral activity and CEP investments over the prior calendar year, at
which point Staff will provide a report of its findings. VEDO, and other interested
parties, would then have 14 days to respond to the report, and another week to resolve
any issues raised in the comments. If any issues were not resolved, the Commission could
then conduct a hearing. VEDO proposes to implement updated CEP Rider rates and

charges by August 1 of each year.

April 1 File CEP Rider Application
June 1 Staff Report
June 15 Motions to Intervene and

Comments by VEDO and Other Parties

June 22 | Notification Whether Issues Raised in Comments
Have Been Resolved

July Hearing

August 1 Rate Effective Date

? These dates are approximate and may vary depending on weekends. VEDO expects that a specific
procedural schedule would be established in each case.
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Q42.

Q43.

As part of this annual CEP Rider filing, VEDO will also present its estimated CEP budget

for the current calendar year (Attachment A, Schedule 9). In each subsequent CEP Rider

filing, VEDO will provide a reconciliation of the actual CEP investments against the CEP

budget, with explanations for significant variances (Attachment A, Schedule 8). This is

consistent with how VEDO has presented its past annual reports under the CEP Orders.
Going forward, the annual CEP Rider filing will replace the current annual reporting
requirements under the CEP Orders.

Will VEDO reconcile the actual CEP Rider recoveries against the revenue
requirement in each annual CEP filing?

Yes. VEDO will include a reconciliation of actual CEP Rider recoveries against the
amounts authorized for recovery in each annual CEP filing, with any under- or over-
recovery variance included for recovery (or pass-back) in each CEP Rider filing.

Will VEDO continue deferring eligible costs once the CEP Rider is established?

Yes. The CEP Rider will only recover past deferrals. As such, VEDO will continue to
defer accrued PISCC, depreciation expense, and property tax expense, and with
Commission approval will begin deferring Shared Asset Charge expense, until such point
as the CEP investments and the associated costs are included for recovery within base
rates.

Will the CEP Rider include recovery of deferrals on CEP investments during the
pendency of the Rate Case?

Yes. The deferred balance included for recovery in future CEP Rider filings will include
any deferrals on CEP investments through December 31, 2017, until such point as base
rates are approved in the Rate Case. At that point, deferrals on these investments will

ceasc.
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VIIL.

Q44.

VIII.

Q45.

CUSTOMER IMPACTS

Has VEDO prepared an estimate of the impact of the CEP Rider on its customers?

Yes. Attachment A to my testimony presents an example calculation of the CEP Rider for
2018 investments, resulting in estimated customer rates on Schedule 11. For the
Residential Rate Schedules, the estimated impacted of the CEP Rider for 2018 deferrals
is $0.06 per customer per month. As noted previously, this does not reflect VEDO’s
initial proposed CEP Rider rate; rather, this provides an example of the estimate of the
initial rate based on current projections and reflecting current assumptions, including
some that may be modified during the Rate Case. The actual rate will be calculated,

based on updated, actual figures, and filed on April 1, 2019, for Commission approval.

STATUTORY REQUIREMENTS
Under R.C. 4929.05, before the Commission may approve the Alternative Rate Plan,

it must find that VEDO complies with R.C. 4905.35. In your opinion, what facts
show that VEDO complies with Section 4905.35, Revised Code?

R.C. 4905.35 (/) prohibits a public utility from making or giving any undue or
unreasonable preference or advantage to any person, corporation, or locality; (2) prohibits
a public utility from subjecting any person, corporation, or locality to any undue or
unreasonable prejudice or disadvantage; (3) requires that natural gas companies offer
their regulated services or goods to all similarly situated consumers under comparable
terms and conditions, including persons with which it is affiliated or which it controls; (4)
requires that natural gas companies that offer bundled services that include both regulated
and unregulated services or goods offer the regulated services or goods on an unbundled

basis of the same quality as, or better quality than, the bundled service; and (5) prohibits
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natural gas companies from conditioning or limiting the availability of any regulated
services or goods on the basis of the identity of the supplier of any other services or
goods or on the purchase of any unregulated services or goods from the company.

I am not aware of any facts that suggest VEDO does not comply with R.C.
4905.35. I am generally familiar with VEDO’s management, operations, and the services
that it provides. VEDO makes its public utility services available on a comparable and
nondiscriminatory basis. VEDO does not make or give any undue or unreasonable
preference or advantage to any person, corporation, or locality, or subject any person,
firm, corporation, or locality to any undue or unreasonable prejudice or disadvantage.

Likewise, VEDO offers its regulated services or goods under comparable terms
and conditions to all similarly-situated consumers, including persons with which it is
affiliated or which it controls. This is evidenced by VEDO’s Supplier Code of Conduct
and Affiliate Code of Conduct (see VEDO Tariff for Gas Service, Sheets No. 52 and No.
72), and VEDO has applied these principles in developing its service offerings, the terms
and conditions upon which it provides public utility service, and its rates.

Moreover, VEDO does not presently have any bundled service offerings that
include a regulated and unregulated service.

Finally, VEDO does not condition or limit the availability of any regulated
services or goods, including any discounted rates or quality, price, terms, or condition of
its service or goods, on the basis of the identity of the supplier of any other services or

goods, or on the purchase of any unregulated services or goods from VEDO.
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Q46.

Q47.

IX.

Q48.

R.C. 4929.05 also requires VEDO to show that it substantially complies with the
state policies set forth in R.C. 4929.02 and that it expects to remain in compliance
with those policies after the Alternate Rate Plan is implemented. In your opinion,
does VEDO substantially comply with state policy, and what facts show that it does?

In my opinion, VEDO substantially complies with state policy. Ohio’s policy promotes,
among other things, the availability of adequate, reliable, and reasonably priced services
and goods as well as the unbundling and comparability of those services and goods. It
supports effective choices for supplies and suppliers; encourages market access to
supply- and demand-side services and goods; and acknowledges the importance of
effective competition and the regulatory treatment needed to support competition.

The Alternative Rate Plan exhibits discuss how the Plan supports state policy.
These exhibits were prepared under my supervision. I can verify that the statements
contained in those exhibits are true and correct.
Finally, R.C. 4929.05 requires the Commission to find that VEDO’s proposal is just

and reasonable. Do you believe that the Alternative Rate Plan is just and
reasonable?

Yes, for the reasons stated above and in the Alternative Rate Plan exhibits.

CONCLUSION

Does that conclude your prepared direct testimony?

Yes, it does.
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VEDO EXHIBIT NO. 14.0

ATTACHMENT A
FOR ILLUSTRATIVE PURPOSES ONLY
Schedule 1
Page 1 of 1
VECTREN ENERGY DELIVERY OF OHIO, INC.
CAPITAL EXPENDITURE PROGRAM (CEP) RIDER
CUMULATIVE REVENUE REQUIREMENT CALCULATION
AS OF DECEMBER 31, 2018
Line Balance at
No. Description 12/31/2018 Reference
Schedule 3a, Line 1 + Schedule 3b, Line 1 + Schedule 3c, Line 1 +
1 Deferred Depreciation Expense $ 679,529 Schedule 3d, Line 1 + Schedule 3e, Line 1
2 Deferred PISCC $ 970,898 Schedule 4, Line 6
3 Deferred Property Tax Expense $ - Schedule 5, Line 6 [1]
4  Deferred Shared Service Asset Charge Expense $ 632,430 Schedule 6, Line 2
5 Incremental Revenue Offset Deferral $ - Schedule 7, Line 5 [2]
6 Total Deferred CEP Amounts $ 2,282,857 Sum of Lines 1 -5
7 Deferred Taxes - Depreciation $ (142,701) Line 1 x -21%
8 Deferred Taxes - PISCC $ (203,889) Line 2 x -21%
9 Net Cumulative Deferred CEP Amounts $ 1,936,267 Sum of Lines 6 - 8
10 Rate of Return 9.43% Pre-Tax rate of return proposed in Case No. 18-0298-GA-AIR
11 Pre-Tax Return on Deferred CEP Amounts $ 182,590 Line 9 x Line 10
12 Amortization of Deferred Depreciation Regulatory Asset $ 21,065 Line 1 x 3.10% [3]
13 Amortization of Deferred PISCC Regulatory Asset $ 30,098 Line 2 x 3.10% [3]
14 Amortization of Deferred Property Tax Regulatory Asset $ - Line 3 x 3.10% [3]
15 Amortization of Deferred Shared Service Asset Charge Regulatory Asset  $ 19,605 Line 4 x 3.10% [3]
16 Amortization of Deferred Revenue Offset Regulatory Asset $ 19,605 Line 5 x 3.10% [3]
17 Total Annual Revenue Requirement $ 272,963 Sum of Lines 11 - 16

[1] As proposed in Case No. 18-0298-GA-AIR, VEDO will accrue property tax expense one year in arrears; therefore, no property tax will be deferred
in 2018. Property tax expense deferred in 2019 will be based on assets placed in service as of December 31,2018.

[2] VEDO has not estimated incremental revenues associated with approved CEP projects; however, VEDO commits to offsetting the deferred
costs with incremental revenues consistent with the methodology presented in Case No. 18-0049-GA-ALT.

[3] VEDO used the composite depreciation rate as proposed in Case No. 18-0298-GA-AIR.
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VEDO EXHIBIT NO. 14.0

ATTACHMENT A
Schedule 5
Page 1 of 1
VECTREN ENERGY DELIVERY OF OHIO, INC.
CAPITAL EXPENDITURE PROGRAM (CEP)
PROPERTY TAX DEFERRAL
FOR THE PERIOD ENDED DECEMBER 31, 2018
Description: Provide summary of calculation of deferred property taxes on CEP Investments
Represents the deferred property taxes on eligible investments
Line
No.
[A] Cumulative Balance
Description: Cumulative Deferred Property Tax Balance for eligible CEP Investments
Calculation: Prior Year Deferred Balance + Current Year Deferred Activity
Budget Category 12/31/2018 12/31/2019
1 Infrastructure Expansion - Deferred Property Taxes $ - $ 242,387
2 Infrastructure Improvement - Deferred Property Taxes $ - $ 312,476
3 Programs Reasonably Necessary to Comply - Deferred Property Taxes $ - $ 164,642
4 Federal Pipeline Safety Requirements - Deferred Property Taxes $ - $ 347,931
5 Distribution Replacement - Deferred Property Taxes $ - $ 188,785
6 Total CEP - Deferred Property Taxes $ - $ 1,256,222
[B] Annual Property Tax Deferrals by Investment Year
Description: Property Tax Deferrals for Annual Period on eligible CEP Investments, by Investment Year
Source: Work Paper 5.1
Utility Account 12/31/2019
7 Infrastructure Expansion
8 2018 Investment - Pay 2019 $ 242,387
9 Total Infrastructure Expansion $ 242,387
10 Infrastructure Improvement
11 2018 Investment - Pay 2019 $ 312,476
12 Total Infrastructure Improvement $ 312,476
13 Programs Reasonably Necessary to Comply
14 2018 Investment - Pay 2019 $ 164,642
15 Total Programs Reasonably Necessary to Comply $ 164,642
16 Federal Pipeline Safety Requirements
17 2018 Investment - Pay 2019 $ 347,931
18 Total Federal Pipeline Safety Requirements $ 347,931
19 Distribution Replacement
20 2018 Investment - Pay 2019 $ 188,785
21 Total Distribution Replacement $ 188,785

22 Total CEP Property Tax Activity $ 1,256,222



FOR ILLUSTRATIVE PURPOSES ONLY

VECTREN ENERGY DELIVERY OF OHIO, INC.
CAPITAL EXPENDITURE PROGRAM (CEP)

CALCULATION OF SHARED SERVICE ASSET CHARGE EXPENSE DEFERRED

Description: Provide detailed calculation of Shared Service Asset Charge incremental expense deferred.

Represents the cost of the additional CEP-eligible investments at VUHI, charged to VEDO.

Line

No.

[A]

[B]

© ®~N o O s w

11
12

13
14
15

16

Cumulative Balance

Description: Cumulative Shared Asset Charge Incremental Expense related to CEP Investments

Calculation: Prior Year Incremental Expense + Current Year Incremental Expense

Balance at
Category 12/31/2018
Shared Asset Charge Incremental Expense $ 632,430
Total Shared Asset Charge Incremental Expense $ 632,430

Annual Incremental Asset Charge Expense

Description: Incremental Shared Asset Expense for Annual Period compared to Base Rate Level

Source: Adjustment C-3.19, Case No. 18-0298-GA-AIR

Activity Through

VEDO EXHIBIT NO. 14.0
ATTACHMENT A

Schedule 6
Page 1o0f1

Base Rate Case

Category 12/31/2018 18-0298-GA-AIR Incremental Costs
Utility Holdings Net Plant Balance at December 31 $ 177,387,452 $ 163,515,339

Less: Plant Related Utility Holdings Accumulated Deferred Income Taxes at December 31 $ (29,997,413) $ (9,924,019)

Net Utility Holdings Balance at December 31 [Line 3 + Line 4] $ 147,390,039 $ 153,591,320

Weighted Average Cost of Capital (Pre-Tax) 18-0298-GA-AIR 5.07% 5.07%

Utility Holdings Asset Return [Line 5 x Line 6] $ 7,472,675 $ 7,787,080

VEDO Allocation 21.29% 21.25%

VEDO Allocated Utility Holdings Asset Return [Line 7 x Line 8] $ 1,590,933 $ 1,654,743

Utility Holdings Depreciation Expense $ 26,348,189 $ 22,908,007

VEDO Allocation 21.13% 21.13%

VEDO Allocated Utility Holdings Depreciation Expense [Line 10 x Line 11] $ 5,566,623 $ 4,840,996

Utility Holdings Property Tax Expense $ 1,997,368 $ 2,134,050

VEDO Allocation 21.50% 21.50%

VEDO Allocated Utility Holdings Property Tax Expense [Line 13 x Line 14] $ 429,434 $ 458,821

VEDO Asset Charge [Lines 9 + 12 + 15] $ 7,586,990 $ 6,954,560 $ 632,430




VEDO EXHIBIT NO. 14.0
ATTACHMENT A

FOR ILLUSTRATIVE PURPOSES ONLY

Schedule 7
Page 1of 1
VECTREN ENERGY DELIVERY OF OHIO, INC.
CAPITAL EXPENDITURE PROGRAM (CEP)
CALCULATION OF INCREMENTAL REVENUE ASSOCIATED WITH CEP INVESTMENTS

Description: Provide detailed calculation of incremental revenues on CEP Investments.
Represents the incremental revenues associated with CEP Investments, treated as offset to deferred expenses.

Line
No.

[A] Cumulative Balance
Description: Cumulative Incremental Revenue related to CEP Investments
Calculation: Prior Year Incremental Revenue + Current Year Incremental Revenue

Balance at
Category 12/31/2018
Residential Incremental Revenue
General Service Incremental Revenue
Large Industrial Incremental Revenue
Other Revenues Directly Attributable to CEP Investment
Total Incremental Revenue - (Increase)

g A W N R

RH B PP
'

[B] Annual Incremental Revenue by Category
Description: Incremental Revenues for Annual Period related to CEP Investments by Category
Source: Work Paper 6.1-1, Work Paper 6.1-2, Work Paper 6.2

Activity Through
Category 12/31/2018
Residential Incremental Revenue
General Service Incremental Revenue
Large Industrial Incremental Revenue
Other Revenues Directly Attributable to CEP Investment
10 Total Incremental Revenue
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'



VEDO EXHIBIT NO. 14.0

FOR ILLUSTRATIVE PURPOSES ONLY
Schedule 8
Page 1of 1
VECTREN ENERGY DELIVERY OF OHIO, INC.
CAPITAL EXPENDITURE PROGRAM (CEP)
ACTUAL-AUTHORIZED CEP EXPLANATIONS
FOR THE 12 MONTHS ENDED DECEMBER 31, 2018
Description: Provide explanations on the variance between Actual and Authorized CEP Investment.
Total Additions (net of retirements) during the calendar year compared to authorized level
[A] (8] [CI=[Al-{B] (D] [E]=[C]-[D] [F [GI=[E}-[F]
Less: Less:
Line 2018 Estimated Actual Total Ineligible Remaining
No. Category 2018 Budget Investments in DRR CEP Budget Total Additions Variance Additions Variance

1 Infrastructure Expansion $ 11,300,000 $ - $ 11,300,000 $ 11,300,000 $ - $ - $ -

$ R
2 Infrastructure Improvement & Replacement $ 11,100,000 $ - $ 11,100,000 $ 11,100,000 $ - $ - $ -

$ R
3 Programs Reasonably Necessary to Comply $ 6,100,000 $ - $ 6,100,000 $ 6,100,000 $ - $ - $ -

$ -
4 Federal Pipeline Safety Requirements $ 19,300,000 $ - $ 19,300,000 $ 19,300,000 $ - $ - $ -

$ -
5  Distribution Replacement $ 78,500,000 $ 69,555,400 $ 8,944,600 $ 8,944,600 $ - $ - $ -
6  Total CEP Investment $ 126,300,000 $ 69,555,400 $ 56,744,600 $ 56,744,600 $ - $ - $ -

Explanations: (Estimated prior year CEP Budget vs. Actual CEP Addition Variances'

Notes:
[A] Schedule 1 - Case No. 18-0298-GA-UNC, Schedule 9.
[B] Estimated investments to be recovered in the Distribution Replacement Rider. Recovery is pending the approval in a separate cause.
[C] Total Capital Expenditures estimated for CEP Accounting Treatment.
[D] Sum of Schedule 3, Lines 13-17
[E] Total Variance - (Over)/Under spend on additions.
[F] Sum of Schedule 3, Lines 19-24 + Sum of Schedule 3, Lines 31-36
Amounts represent those additions that were ineligible for accounting treatment

[G] Eligible Addition Variance - (Over)/Under spend on additions.



VEDO EXHIBIT NO. 14.0

ATTACHMENT A
Schedule 9
Page 1 of 1
VECTREN ENERGY DELIVERY OF OHIO, INC.
CAPITAL EXPENDITURE PROGRAM (CEP)
ESTIMATED CAPITAL BUDGET
FOR THE 12 MONTHS ENDED DECEMBER 31, 2019
($ MILLIONS)
Description: Provide estimated Capital Budget for the previous year as proposed 18-0298-GA-UNC
Line
No. Category 2019
1 Infrastructure Expansion $ 11.6
2 Infrastructure Improvement and Replacement $ 12.6
Programs Reasonably Necessary to Comply with Commission
3 Rules, Regulations, and Orders $ 6.2
4  Federal Pipeline Safety Requirements $ 211
5 Distribution Replacement A1 $ 80.2
6 Total $ 131.7

[A] Certain investments to be removed from CEP if recovered through DRR cost-recovery mechanism.



VEDO EXHIBIT NO. 14.0
ATTACHMENT A

FOR ILLUSTRATIVE PURPOSES ONLY

VECTREN ENERGY DELIVERY OF OHIO, INC.
CAPITAL EXPENDITURE PROGRAM (CEP)
ALLOCATION OF CEP RIDER COSTS

FOR THE 12 MONTHS ENDED DECEMBER 31, 2018

Schedule 10
Page 1 of 1

Description: Allocation of CEP Rider Revenue Requirement to Rate Schedules

Line Rate Base

No. Rate Schedule Allocation Reference
1 Residential - Rates 310/311/315 74.8630% Case No. 18-0298-GA-AIR
2 General Service - Rates 320/321/325 15.7720% Case No. 18-0298-GA-AIR
3 Large Transportation - Rate 345 3.5520% Case No. 18-0298-GA-AIR
4 Large Volume Transportation - Rate 360 5.8130% Case No. 18-0298-GA-AIR
5 Total 100.0000% Sum of Lines 1-4

10
11

Total Revenue Requirement $ 272,963 Schedule 1, Line 17
Residential - Rates 310/311/315 $ 204,348 [Line 1 x Line 6]
General Service - Rates 320/321/325 $ 43,052 [Line 2 x Line 6]
Large Transportation - Rate 345 $ 9,696 [Line 3 x Line 6]
Large Volume Transportation - Rate 360 $ 15,867 [Line 4 x Line 6]
Total $ 272,963 Sum of Lines 7-10



VEDO EXHIBIT NO. 14.0

ATTACHMENT A
Schedule 11
Page 1 of 1
VECTREN ENERGY DELIVERY OF OHIO, INC.
CAPITAL EXPENDITURE PROGRAM (CEP)
CALCULATION OF CEP RIDER RATES
FOR THE 12 MONTHS ENDED DECEMBER 31, 2018
Description: Derivation of CEP Rider Rates
[A] [B] [CI=[AV[BY/12 [D] [EJ=[AV[D]
Rate per
Line Customer per
No. Rate Schedule Revenue Requirement Customers Month Throughput (CCF) Rate per CCF

1 Rate 310/311/315 $ 204,348 295,099 $ 0.06

2 Rate 320/321/325 $ 43,052

3 Group 1 $ 1,151 15,285 $ 0.08

4 Group2 &3 $ 41,901 76,569,266 $ 0.00055

5 Rate 345 $ 9,696 50,753,816 $ 0.00019

6 Rate 360 $ 15,867 184,040,109 $ 0.00009

7 Total $ 272,963

8 Proposed CEP Rate - Rate 310/311/315 $ 0.06 [Line1,[C]]

9 Case No. 18-0298-GA-AIR Ration 130% **

10  Proposed CEP Rate - Rate 320/321/325 Group 1 $ 0.08 [Line 8 x Line 9]

11 Group 1 Customers 15,285 [Line 3, [B]]

12 Group 1 Revenue Requirement $ 1,151 [Line 10 x Line 11]

13 Group 2 & 3 Revenue Requirement $ 41,901 [Line 2, [A] - Line 12]

o Residential Customer Charge 35.41

General Service Group 1 Customer Charge 46.19

Ration

130%



VEDO EXHIBIT NO. 14.0

ATTACHMENT B
VECTREN ENERGY DELIVERY OF OHIO, INC. Sheet No. 32
Tariff for Gas Service Original Page 1 of 1
P.U.C.O0. No. 4
CAPITAL EXPENDITURE PROGRAM RIDER
APPLICABILITY

The Capital Expenditure Program (“CEP”) Rider is applicable to any Customer served
under the Rate Schedules identified below.

Rate 310 - Residential Default Sales Service

Rate 311 - Residential Standard Choice Offer Service
Rate 315 - Residential Transportation Service

Rate 320 - General Default Sales Service

Rate 321 - General Standard Choice Offer Service
Rate 325 - General Transportation Service

Rate 345 - Large General Transportation Service
Rate 360 - Large Volume Transportation Service

DESCRIPTION

The CEP will recover deferred costs, including depreciation and property tax expense and
accrued post-in-service carrying costs, associated with Company’s capital expenditure
program under Ohio Revised Code 4929.111, approved by the Commission in Case No.
18-0049-GA-ALT. All applicable Customers shall be assessed either (a) a monthly charge
in addition to the Monthly Charge or Customer Charge component of their applicable Rate
Schedule, or (b) a volumetric charge applicable to each Billing Ccf of metered gas usage
each month.

Actual costs and actual recoveries are reconciled in each annual CEP update, with any
under- or over-recovery being recovered or returned over the next twelve (12) month
period.

CAPITAL EXPENDITURE PROGRAM RIDER CHARGE
The charges for the respective Rate Schedules are:

Rate Schedule $ Per Month $ Per Billing Ccf
310, 311 and 315 $0.00
320, 321 and 325 (Group 1) $0.00
320, 321 and 325 (Group 2 and 3) $0.00000
345 $0.00000
360 $0.00000
Filed pursuant to the Finding and Order dated in Case No. 18-0298-GA-AIR of The Public

Utilities Commission of Ohio.

Issued Issued by Scott E. Albertson, Vice-President Effective
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