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I. INTRODUCTION 1 

 2 

Q1. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND POSITION. 3 

A1. My name is James D. Williams.  My business address is 65 East State Street, 7th 4 

Floor, Columbus, Ohio 43215.  I am employed by the Office of the Ohio 5 

Consumers’ Counsel (“OCC”) as a Utility Consumer Policy Expert. 6 

 7 

Q2. PLEASE BRIEFLY SUMMARIZE YOUR EDUCATION AND 8 

PROFESSIONAL EXPERIENCE. 9 

A2. I am a 1994 graduate of Webster University, in St. Louis, Missouri, with a Master 10 

of Business Administration, and a 1978 graduate of Franklin University, in 11 

Columbus, Ohio, with a Bachelor of Science, Engineering Technology.  My 12 

professional experience includes a career in the United States Air Force and over 13 

22 years of utility regulatory experience with the OCC. 14 

 15 

Initially, I served as a Compliance Specialist with the OCC and my duties 16 

included the development of compliance programs for electric, natural gas, and 17 

water industries.  Later, I was designated to manage the agency’s specialists who 18 

were developing compliance programs in each of the utility industries.  My role 19 

evolved into the management of OCC’s consumer hotline, the direct service 20 

provided to consumers to resolve complaints and inquiries that involved Ohio 21 

utilities.  Following a stint as a Consumer Protection Research Analyst, I was 22 

promoted to a Senior Utility Consumer Policy Analyst and later a Utility 23 
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Consumer Policy Analyst.  In these roles, my responsibilities involve developing 1 

and recommending policy positions on utility issues that affect residential 2 

consumers. 3 

 4 

I have been directly involved in the development of policy issues that impact 5 

Ohio residential utility consumers involving natural gas, electric, water, and 6 

telecommunications for many years.  My responsibilities have included 7 

participating in the evaluation of several Public Utilities Commission of Ohio 8 

(“PUCO”) cases involving the establishment of minimum natural gas and electric 9 

service standards.1 My responsibilities have also extended to review of utility 10 

specific cases involving electric and natural gas service quality and  the 11 

establishment of minimum performance standards.2  Specific to this proceeding, I 12 

was involved in the review and OCC comments when appropriate in the minimum 13 

gas service and pipeline standards in Ohio Adm. Code 4901:1-13 and Ohio Adm. 14 

Code 4901:1-16.  I have also been involved in the review of cases involving 15 

electric and gas infrastructure upgrades including cases involving gas mains and 16 

service line replacements.   17 

                                                 
1 Ohio Adm. Code 4901:1-10. 

2 Such as: In the Matter of Duke Energy Ohio, Inc.’s Application for Approval of Proposed Reliability 
Standards, Case 09-757-EL-ESS, Application (August 28, 2009), Case No. 13-1539-EL-ESS, Application 
(June 28, 2013), Case No. 16-1602-EL-ESS, Application (July 22, 2016). 
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Q3. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY OR TESTIFIED 1 

BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO? 2 

A3. Yes.  The cases that I have submitted testimony and/or have testified before the 3 

PUCO can be found in Attachment JDW-01. 4 

 5 

II. SUMMARY OF MY TESTIMONY 6 

 7 

Q4. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 8 

PROCEEDING? 9 

A4. The purpose of my testimony is to explain and support OCC’s position protecting 10 

residential customers as it relates to the Application of Vectren Energy Delivery 11 

of Ohio, Inc. (“VEDO” or the “Utility”) to increase base rates.  Specifically, I will 12 

explain and support OCC’s Objection Nos. 4, 5, and 6 3 to the Staff Report filed 13 

in this proceeding.4 These recommendations pertain to the amount of money that 14 

VEDO will be able to collect from customers related to the Distribution 15 

Accelerated Risk Reduction (“DARR”), Transmission Integrity Management 16 

Program (“TIMP”) and Distribution Integrity Management Program (“DIMP”).   17 

OCC’s recommendations reduce the level of deferred expenses related to the 18 

DARR that VEDO would be authorized to collect from customers.  In addition, 19 

these recommendations will reduce costs charged to customers for future DARR 20 

related activities.  21 

                                                 
3 Office of the Ohio Consumers’ Counsel, Objections to the Staff Report in Case No. 18-0298-GA-AIR 
(October 31, 2018). 

4 Case 18-298-GA-AIR, Staff Report, (October 3, 2018).  
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III. DISTRIBUTION ACCELERATED RISK REDUCTION (“DARR”)/ 1 

DISTRIBUTION INTEGRITY MANAGEMENT PROGRAM (DIMP”)/ 2 

TRANSMISSION INTEGRITY MANAGEMENT PROGRAM (“TIMP”).  3 

 4 

A. DISTRIBUTION ACCELERATED RISK REDUCTION 5 
(“DARR”) PROGRAM 6 

 7 

Q5. CAN YOU PROVIDE SOME BACKGROUND ON THE VEDO DARR? 8 

A5. Yes. In Case 15-1741-GA-AAM, VEDO requested authority to establish a 9 

regulatory asset to defer for accounting and financial reporting purposes, and for 10 

later collection from customers, the expenses related to the DARR program.5 The 11 

DARR includes a number of initiatives that are intended to reduce gas pipeline 12 

risks and for continuing the provision of safe and reliable service to consumers. 13 

The major provisions of the DARR include:6 14 

 Expanded Leak Management Program; 15 

 Enhanced Damage Prevention Program; 16 

 Public Awareness; 17 

 Workforce Training and Qualification for new Requirements; 18 

 Pipeline Safety Management System Implementation; and 19 

 Enhanced Risk Modeling and Threat Analysis. 20 

 21 

                                                 
5 In the Matter of the Application of Vectren Energy Delivery of Ohio for Approval to 

Change Accounting Methods, Application (October 9, 2015).  

6 Id. Attachment A. 
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While VEDO requested authority to defer O&M costs up to a level of $4,000,000 1 

per year between 2016 and 2018 for later collection from customers, the proposed 2 

cost estimates for the DARR were $2,892,700 in 2016, $2,948,689 in 2017, and 3 

$3,072,269 for 2018.7  4 

 5 

Q6. HOW DID VEDO PROPOSE ADDRESSING THE COLLECTION OF THE 6 

DARR DEFERRAL IN THIS PROCEEDING? 7 

A6. VEDO claims that the actual DARR expenses for 2016 and 2017 were $2,249,183 8 

and $3,942,635, respectively.8  Additionally, VEDO claims that it plans to spend 9 

$3,927,000 in 2018 for a total three-year cost of $10,118,818.9  VEDO 10 

recommended that the total deferral be amortized over three years and be 11 

collected from customers later.10 12 

 13 

Q7. HOW DID THE STAFF REPORT ADDRESS THE COLLECTION OF THE 14 

DARR DEFERRAL FROM CUSTOMERS? 15 

A7. Staff recommended approval of $2,249,183 for 2016, $3,954,164 for 2017, and 16 

$2,772,040 for 2018 for a total of $8,975,387.11  However, Staff adjusted the 17 

proposed 2018 deferred expenses to the latest data provided by the Utility.12  Staff 18 

recommends that the PUCO direct VEDO to file a late-filed exhibit with the 19 

                                                 
7 Id. 

8 Direct Testimony of J. Caz Swiz, WPC-3-17 (April 13, 2018). 

9 Id. 

10 Id. Direct Testimony at 16. 

11 Staff Report, Schedule C-17 (October 3, 2018. 

12 Id. 
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actual expenses for 2018 that are to be charged to customers, when they are 1 

determined.13 2 

 3 

Q8. CAN YOU DESCRIBE OCC’S OBJECTION 4 REGARDING THE AMOUNT 4 

OF THE DEFFERRAL TO BE ADDRESSED IN THIS PROCEEDING AND 5 

COLLECTED FROM CUSTOMERS IN THE FUTURE? 6 

A8. Yes.  OCC objected that the Staff Report failed to investigate the reasonableness 7 

of the VEDO spending between 2016 and 2018 to verify that the expenses VEDO 8 

is now seeking to collect from customers were reasonably incurred.  For 2017, the 9 

level of DARR spending greatly exceeded the original cost estimate.  However, 10 

there is no indication in the Staff Report that this additional spending was 11 

scrutinized to make sure that the costs were necessary to provide safe and reliable 12 

service or were just and reasonable charges to pass along to customers. 13 

Furthermore, in approving the DARR, the PUCO required VEDO to use best 14 

efforts to identify and implement efficiencies and cost-savings measures to reduce 15 

the level of deferrals that are collected from customers.14 The Staff Report did not 16 

address any efficiencies that were reviewed or any cost-savings measures that 17 

were evaluated to ensure that customers are being charged fairly for the DARR 18 

expenses. Therefore, it appears as though VEDO exercised very little restraint in 19 

spending.15 20 

                                                 
13 Staff Report, October 3, 2018 at 16) 

14 Case 15-1741-GA-AAM, Opinion and Order (November 3, 2016 at 4). 

15 Id. at 2. 
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Regarding 2018 DARR costs, the Utility had already addressed the vast majority 1 

of the backlog in grade 3 leak remediations that were the reason that customers 2 

were charged for the DARR.16  VEDO is now seeking to remediate newly 3 

discovered leaks as they occur.  But the accelerated repair of these leaks goes well 4 

beyond the minimum PUCO rules and standards and can be expensive to 5 

implement.17  Grade-three classified leaks are an indication of leakage that is not 6 

hazardous at the time of detection and that can reasonably be expected to remain 7 

non-hazardous.18 These leaks must be reevaluated as part of normal inspections.19  8 

Even grade-two leaks, which are classified non-hazardous at the time of 9 

discovery, do not require repair at the time the leak is discovered.20  Similar to 10 

grade-two leaks, these repairs do not require immediate or expedited treatment 11 

when, and if, repairs can be performed in a more cost-effective manner through 12 

the normal scheduling and maintenance process. .   13 

 14 

While DARR has provided VEDO with more than sufficient financial resources 15 

to repair nonhazardous and other leaks on its system, the PUCO also required that 16 

the repairs be performed in a cost-effective manner.  21  But there is no indication 17 

in the Staff Report that the efficiencies and cost savings measures that the PUCO 18 

required when it approved the program were actually implemented.  19 

                                                 
16 Direct Testimony of Sarah J. Vyvoda (April 13, 2018)   

17 Ohio Adm. Code 4901:1-16-04. 

18 Id. 

19 Id. 

20 Id. 

21 15-1741-GA-AAM Opinion and Order. 
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The original cost estimate for the DARR was $8,913,658 over a three-year period 1 

from 2016 through 2018.  Table 1 provides a comparison of the spending on an 2 

annual basis compared with the annual plan. 3 

 4 

Table 1: Comparison DARR Spending to Planned Spending 5 

  Year Planned Spending Actual Spending Overage/ 

(Underage) 

2016 $2,892,700 $2,249,183 ($643,517) 

2017 $2,948,689 $3,942,635 $993,949 

2018 $3,072,269 $2,772,04022 ($300,229)23 

 6 

My recommendation is that the Commission limit the amount of the DARR 7 

deferral to $8,270,141.  Given that the Staff Report failed to review if the 8 

additional $993,949 that VEDO spent in 2017 was prudent and the costs are just 9 

and reasonable, my recommendation is that the deferred amount from 2017 that is 10 

eligible to be collected from customers be limited to the original planned amount 11 

of $2,948,689.  While the actual DARR spending level for 2018 is unknown, I am 12 

not opposed to the Utility being able to collect from customers up to the full 13 

amount of $3,072,269 that was originally planned. The PUCO Staff did not 14 

review the 2017 or 2018 DARR programs to verify that the efficiencies and cost 15 

                                                 
22 Staff Report WPC-3-17a (attached herein as JDW-3).  Year-to-Date Spending through July 2018.  

23 Staff proposed VEDO Year-to-date.  Staff recommended that the PUCO order VEDO to file a late-filed 
exhibit for 2018 DARR expenses.  Estimates of the actual spending level for 2018 in the application were 
in excess of $3.9 million.    
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savings measures that the PUCO required when it approved the DARR were 1 

indeed implemented.     2 

 3 

 Concerning the Staff Report recommendation regarding the amortization period, I 4 

agree with the Staff recommendation to amortize the DARR deferral over a five-5 

year period instead of three.  6 

 7 

B. ON-GOING DARR AND RELATED IMP EXPENSES 8 

  9 

Q9. HOW DID VEDO PROPOSE ADDRESSING FUTURE DARR RELATED 10 

EXPENSES? 11 

A9. VEDO proposed that a five-year average of projected future DARR related 12 

expenses between 2018 and 2022 be used to establish an on-going level of 13 

funding for DARR related activities.24  The five-year average proposed by VEDO 14 

would result in an annual increase in expenses that customers pay by $3,550,626.  15 

VEDO also projected future expenses related to the DIMP and TIMP based upon 16 

a five-year average between 2018 and 2022.25  Use of the five-year average 17 

projected DIMP and TIMP expenses resulted in projected expenses of $652,190 18 

and $4,586,826 respectively.26    19 

                                                 
24 VEDO response to Staff Data Request DR-28(2) (Attached herein as JDW-2) 

25 Swiz Direct Testimony, WPC 3.17 

26 Id. 
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Q10. HOW DID THE STAFF REPORT ADDRESS THE COLLECTION OF 1 

FUTURE DARR RELATED AND DIMP/TIMP EXPENSES FROM 2 

CUSTOMERS IN BASE RATES? 3 

A10. Staff recommends that the PUCO terminate VEDO’s authority to defer the 4 

expenses for the DARR contemporaneous with the dates rates are established in 5 

this case.27  Staff used five-year average of actual DIMP and TIMP expenses 6 

between 2013 and 2017 to recommend DIMP and TIMP expenses to be included 7 

in base rates.28  For DARR-related activities to be included in base rates, Staff 8 

recommended using the alleged 2017 DARR expenses at a level of $3,954,164. 9 

Use of the five-year average between 2013 and 2017 resulted in Staff 10 

recommending that DIMP be established at a level of $573,907 in base rates and 11 

that TIMP be established at a level of $3,316,294.29 12 

 13 

Q11. CAN YOU EXPLAIN OCC’S OBJECTION 5 REGARDING THE AMOUNT 14 

OF THE DARR-RELATED ACTIVITY, DIMP AND TIMP EXPENSES THAT 15 

SHOULD BE ALLOWABLE IN BASE RATES? 16 

A11. Yes.  While I agree with the Staff Report that the DARR deferral needs to end 17 

with the conclusion of this rate case, I am concerned whether the rates are just and 18 

reasonable for consumers.  OCC agrees with Staff that it is inappropriate to set 19 

rates based on projections of future unknown costs.30  However, the use of a five 20 

                                                 
27 Staff Report at page 16. 

28 Id 

29 Id. 

30 Staff Report at page 16.  
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year average of past costs from 2013 through 2017 to project a future rates as 1 

proposed by Staff is also inappropriate because the requirements for the VEDO 2 

integrity management program changed in 2016 with the approval of the DARR. 3 

A more reasonable indicator of future expense is the application of actual 2017 4 

DIMP and TIMP expense data.  Table 2 provides a comparison of the 5 

methodologies proposed by VEDO, the PUCO Staff, and OCC.  6 

Table 2: Comparison of Methodologies  7 

 VEDO PUCO Staff OCC 

Methodology Five-year 
Average 
Projected TIMP 
and DIMP 
Expenses 2018 – 
2022. 

Five-year average 
Past TIMP and 
DIMP Expenses 
2013 – 2017. 

Use of 2017 
Actual TIMP and 
DIMP Expenses.   

Result $5,239,016 $3,890,201 $2,986,18831 

 8 

My recommendation is that the 2017 DIMP expenses of $345,604 and TIMP 9 

expenses of $2,640,584 for a combined $2,986,188 be continued for purposes of 10 

calculating addition to base rates.  For the establishment of expenses to be 11 

included in base rates for continuing DARR related activities, my 12 

recommendation is to use the three-year average of the original planned estimates 13 

for 2016 - 2018 of $2,971,219.  This level of expenses is reasonable to enable 14 

VEDO to meet its PUCO pipeline safety requirements while repairing non-15 

hazardous leaks and other objectives of the DARR initiative in a cost-effective 16 

manner.    17 

                                                 
31 Staff Report, WPC-3.17b (attached herein as JDW-4) 
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C. PERFORMANCE MEASURES 1 

 2 

Q12. IN CONTINUING THE CUSTOMER FUNDING FOR DARR RELATED 3 

ACTIVITIES IN BASE RATES, DID THE STAFF REPORT REQUIRE 4 

VEDO TO CONTINUE MAINTAINING ANY SPECIFIC PERFORMANCE 5 

MEASURES FOR EACH DARR PROGRAM INITIATIVE? 6 

A12. No 7 

 8 

Q13. CAN YOU EXPLAIN OCC’S OBJECTION 6 REGARDING THE STAFF 9 

REPORT FAILURE TO REQUIRE VEDO TO MAINTAIN SPECIFIC 10 

PERFORMANCE MEASURES? 11 

A13. Yes.  In approving the DARR, the PUCO specifically required VEDO in 12 

consultation with Staff to develop specific performance measures for each DARR 13 

program initiative. These measures are reported annually as shown in the attached 14 

DARR Annual Report (attached herein as JDW-5).  My recommendation is that 15 

given the Utility is continuing to receive funding for DARR activities in base 16 

rates, to protect customers VEDO should be required to adhere to specific 17 

performance measures.  My recommendation is that the PUCO require VEDO to 18 

work with Staff and the parties to this case to establish the specific performance 19 

measures that will be in place until rates are established in the next distribution 20 

rate case. 21 
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IV. CONCLUSIONS 1 

 2 

Q14. CAN YOU SUMMARIZE YOUR CONCLUSIONS? 3 

A14. Yes.  This case will determine the amount of money that VEDO is authorized to 4 

charge customers for expenses made between 2016 and 2018 related to the DARR 5 

program.  The PUCO specifically required VEDO to initiate efficiencies and cost-6 

savings measures as it implemented DARR to help avoid unnecessary or 7 

duplicative costs.  The PUCO should reduce the amount of money that customers 8 

have to pay for the DARR from the $10.1 million requested by VEDO to $8.3 9 

million for the reasons explained above. 10 

 11 

The collection of past DARR expenses should be amortized over five-years to 12 

reduce the impact on consumers. Future collection for DIMP and TIMP expenses 13 

should be based on actual 2017 expenses rather than projecting future costs.   14 

Finally, the PUCO should mandate that specific performance measures be in place 15 

to ensure that the funding for DARR related activities are being used effectively 16 

and for their intended purpose.  17 

 18 

Q15. DOES THIS CONCLUDE YOUR TESTIMONY? 19 

A15. Yes.  However, I reserve the right to incorporate new information that may 20 

subsequently become available through outstanding discovery or otherwise.21 
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