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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. HAVE YOU FILED DIRECT TESTIMONY IN THIS PROCEEDING? 8 

A2. Yes. I am responsible for Direct Testimony that was filed in this proceeding on 9 

November 7, 2018 that supported several OCC objections to the PUCO Staff 10 

Report that was filed on October 7, 2018. That testimony is incorporated here by 11 

reference. 12 

 13 

II. PURPOSE 14 

 15 

Q3. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTIMONY? 16 

A3. The purpose of my supplemental testimony is to address certain issues related to 17 

the Stipulation and Recommendation (“Settlement”) that was reached between 18 

Vectren Energy Delivery of Ohio, Inc. (“Vectren” or (“VEDO”)) the PUCO Staff, 19 

and some other parties in this proceeding on January 4, 2019. Specifically, I 20 

provide my opinion on whether the Settlement meets the three-prong test used by 21 

the PUCO in evaluating Settlements. 22 
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Q4. CAN YOU DESCRIBE HOW THE SETTLEMENT THAT WAS REACHED 1 

BETWEEN VECTREN, THE PUCO STAFF, AND OTHER PARTIES IN 2 

THIS PROCEEDING RESOLVED THE OBJECTIONS TO THE STAFF 3 

REPORT THAT WERE SUPPORTED IN YOUR DIRECT TESTIMONY. 4 

A4. Yes.  The Settlement does not reasonably address the objections that were raised 5 

in my Direct Testimony.  For example, the Settlement enables Vectren to continue 6 

the Distribution Accelerated Risk Reduction (“DARR”) deferral past the date 7 

certain in this case. Also, the Settlement permits Vectren to significantly increase 8 

the amount of money that customers pay for continuing DARR related activities 9 

without any requisite accountability or safety performance metrics governing how 10 

these funds are used. 11 

 12 

Q5. CAN YOU DESCRIBE OTHER MATTERS RAISED IN THE SETTLEMENT 13 

THAT YOU WILL BE ADDRESSING IN YOUR SUPPLEMENTAL 14 

TESTIMONY? 15 

A5. Yes.  To protect consumers, I address the community support commitment made 16 

to the City of Dayton, including a $75,000 per year contribution that has nothing 17 

to do with natural gas service.  I also address concerns with many of the marketer 18 

provisions included in the Settlement that can adversely impact consumers.19 
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III. EVALUATION OF THE SETTLEMENT REGARDING THE THREE-1 

PRONG TEST USED BY THE COMMISSION FOR EVALUATING 2 

SETTLEMENTS 3 

 4 
Q6. WHAT CRITERIA DOES THE COMMISSION USUALLY RELY UPON FOR 5 

CONSIDERING WHETHER TO ADOPT A SETTLEMENT? 6 

A6. It is my understanding that the PUCO will adopt a stipulation only if it meets all 7 

of the three criteria delineated below. The PUCO must analyze the Stipulation 8 

and decide the following: 9 

1. Is the settlement a product of serious bargaining among capable, 10 

knowledgeable parties representing diverse interests?1  11 

       2.   Does the settlement, as a package, benefit customers and the public 12 

interest? 13 

3. Does the settlement package violate any important regulatory principle 14 

or practice?215 

                                                 
1 The PUCO takes into account the “diversity of interests” as part of the first part of the stipulation 
assessment. See: In the Matter of the Application of Ohio Edison Company, The Cleveland Electric 
Illuminating Company, and The Toledo Edison Company for Authority to Establish a Standard Service 
Offer, Case No. 10-388-EL-SSO, Opinion and Order at 48 (August 25, 2010). 

2 Consumers’ Counsel v. Pub. Util. Comm’n. (1992), 64 Ohio St.3d 123, 126. 
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Q7. DOES THE SETTLEMENT FILED IN THIS PROCEEDING MEET ALL 1 

THREE CRITERIA? 2 

A7. No. The proposed Settlement does not meet the three-prong test, as I elaborate 3 

below. 4 

 5 

Q8. DOES THE SETTLEMENT BENEFIT CUSTOMERS AND THE PUBLIC 6 

INTEREST? 7 

A8. No. Under the Settlement, VEDO would be authorized to continue deferring 8 

DARR expenses from January 1, 2019 until the date that new base rates go into 9 

effect.3 Vectren has currently deferred $10,118,818 in DARR expenses that will 10 

be amortized and collected from customers.  However, the Settlement permits 11 

Vectren to file a late-filed exhibit reflecting DARR expenses incurred between 12 

January 1, 2019 and the date the PUCO approves rates in this proceeding.4  The 13 

additional expenses would then be included in base rates. 14 

 15 

It is not in the public interest for Vectren to increase the base rates beyond the 16 

level that the PUCO approves in this proceeding based on costs that it alleges to 17 

have incurred after January 1, 2019.  There is no provision in the Settlement for 18 

the Staff to even review the additional expenses to determine that they are just and 19 

reasonable. VEDO is merely required to confer with Staff before adjusting and 20 

filing new base rates.5 This lack of regulatory review puts consumers at risk to 21 

                                                 
3 Settlement at page 4. 

4 Id. 

5 Settlement at page 5. 
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pay for costs that were imprudent, or for investments that are not used and useful 1 

in the provision of utility service.  This is an unjust and unreasonable outcome 2 

that harms consumers. 3 

 4 

Additionally, as explained in my direct testimony, the costs that VEDO is seeking 5 

to collect from customers for the deferred DARR costs between 2016 and 2018 6 

are already much higher than originally planned.6 Yet there is no indication that 7 

the PUCO Staff investigated the reasonableness of the DARR cost increases in 8 

2017 and 2018 compared to the original spending plan. In 2017, the Utility 9 

planned to spend $2,948,689 and actually spent $3,942,635.  In 2018, the Utility 10 

planned to spend $3,086,281 and claims to have actually spent $3,927,000.7 This 11 

is troubling considering that the PUCO specifically required Vectren to 12 

implement efficiencies and cost savings measures when it approved the DARR.8 13 

It is not in the public interest for the PUCO to approve a settlement where the 14 

Utility failed to exercise restraint in containing costs that are ultimately charged to 15 

consumers. 16 

 17 

The PUCO should protect consumers from paying excessively high costs by 18 

authorizing VEDO to collect no more than $8,963,858 for the DARR deferral 19 

                                                 
6 See Williams Direct Testimony (November 7, 2018 at page 8). 

7 Id. 

8 In the Matter of the Application of Vectren Energy Delivery of Ohio, Inc. for Approval to Change 
Accounting Methods Associated with its Distribution Risk Reduction Program, Case No. 15-1741-GA-
AAM, Opinion and Order (November 3, 2016 at 4). 
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between 2016 and 2018.9  The PUCO should require the DARR deferral to end 1 

December 31, 2018 to preclude any further rate increase after it approves rates in 2 

this proceeding.  Future increases in DARR spending beyond 2018 should be 3 

collected from customers through applications under R.C. 4909.15 for an increase 4 

in rates (traditional ratemaking). There should be no more adjustments to charges 5 

for consumers through annual rider updates.10       6 

 7 

Q9. ARE THERE OTHER DARR-RELATED OBJECTIONS THAT WERE 8 

RAISED IN YOUR DIRECT TESTIMONY THAT ARE NOT ADRESSED IN 9 

THE SETTLEMENT?  10 

A9. Yes.  The proposed Settlement increases the total operations and maintenance 11 

(“O&M”) expenses that VEDO collects from customers by $4,434,4007.  These 12 

expenses are associated with DARR & Integrity Management (“IM”) programs in 13 

general.11  As explained in my direct testimony, the DARR included a number of 14 

initiatives that are intended to reduce gas pipeline risks and for continuing the 15 

provision of safe and reliable service to consumers. The major provisions of the 16 

DARR include:12 17 

 Expanded Leak Management Program, 18 

 Enhanced Damage Prevention Program, 19 

                                                 
9 See Williams Direct Testimony (November 7, 2018 at page 8). Actual reported expense for 2016 and the 
originally planned spending for 2017 and 2018.    

10 R.C. 4909.15. 

11 Settlement Schedule C-3. DARR & IM Program Expenses C-3.17.  

12 See Williams Direct Testimony (November 7, 2018 at page 4). 
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 Public Awareness, 1 

 Workforce Training and Qualification for new Requirements, 2 

 Pipeline Safety Management System Implementation, and 3 

 Enhanced Risk Modeling and Threat Analysis. 4 

In approving the DARR, the PUCO specifically required VEDO in consultation 5 

with Staff to develop specific performance measures for each DARR program 6 

initiative.13 These measures are reported annually as shown in the most recently 7 

filed DARR Annual Report (attached herein as JDW-1).  The Settlement supports 8 

VEDO increasing base rates for the purpose of continuing the enhanced safety 9 

measures associated with the DARR.  However, the Settlement does not require 10 

VEDO to perform additional tracking on the DARR performance measures or to 11 

report the progress being made in enhancing public safety. Given that the 12 

reporting structure already exists, there is no reason for the Settlement not to have 13 

included requirements for the reporting to continue.  There is no assurance that 14 

the additional money that customers are paying for enhanced safety are being 15 

used for the intended purpose.  This is neither benefiting customers nor in the 16 

public interest.   17 

                                                 
13 In the Matter of the Application of Vectren Energy Delivery of Ohio, Inc. for Approval to Change 
Accounting Methods Associated with its Distribution Risk Reduction Program, Case No. 15-1741-GA-
AAM, Opinion and Order (November 3, 2016 at 4). 
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Q10. ARE THERE OTHER PROVISIONS IN THE SETTLEMENT THAT DO 1 

NOT BENEFIT CUSTOMERS AND THE PUBLIC INTEREST? 2 

A10.  Yes.  The Settlement includes provisions related to a $75,000 contribution that 3 

VEDO will make annually to the City of Dayton for the purpose of economic or 4 

neighborhood development projects. 14 Neighborhood development projects can 5 

involve neighborhoods where VEDO currently provides services to customers or 6 

where VEDO plans to provide services.15  Contributions that are made by VEDO 7 

to the City of Dayton in exchange for obtaining Dayton’s support for a Settlement 8 

that results in increased customer bills is not benefiting customers or the public 9 

interest.  The Vectren service territory includes many customers that do not even 10 

live in Dayton and who’s rates should not be influenced through an agreement 11 

between Dayton and Vectren. In fact, there is no requirement in the Settlement 12 

that Vectren customers (in Dayton or elsewhere) receive any benefit through the 13 

contribution VEDO makes to Dayton. But many Vectren customers are currently 14 

struggling to pay their natural gas bill and will struggle even more with rate 15 

increases supported under the Settlement.   16 

 17 

 For the period June 1, 2017 through May 31, 2018, there were 18,916 residential 18 

customers disconnected by Vectren across its service territory.16 This is a 19 

                                                 
14 Settlement at page 15. 

15 Id. 

16 In the Matter of the Annual Report Required by R.C. 4933.123 Regarding Service Disconnections for 
Nonpayment, Report of Service Disconnections for Nonpayment of Vectren Energy Delivery of Ohio, Inc, 
Case No. 18-757-GE-UNC (June 29, 2018). 
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significant increase (eight percent) from the 17,406 residential customers who 1 

were disconnected two years earlier between June 1, 2015 and May 31, 2016.17 2 

There are few bill payment assistance options available for customers across the 3 

entire Vectren service territory that can help customers avoid loss of service. 4 

Despite the increase in customers being disconnected for non-payment, the 5 

Settlement does nothing to help Vectren customers maintain their natural gas 6 

service.   7 

 8 

 A settlement that benefits customers and the public interest would also protect 9 

customers who are impacted financially by the settlement. The $75,000 10 

contribution to the City of Dayton as an incentive for agreeing with a Settlement 11 

that raises rates for all Vectren customers would be better suited as a shareholder 12 

funded bill payment assistance program available for all VEDO customers. 13 

              14 

Q11. ARE THERE OTHER PROVISIONS IN THE SETTLEMENT THAT DO 15 

NOT BENEFIT CUSTOMERS AND THE PUBLIC INTEREST? 16 

A11. Yes. The Settlement contains provisions that benefit only marketers and not the 17 

public.  Under certain circumstances, the Vectren call center would be obligated 18 

to transfer customer calls to the Standard Choice Offer (“SCO”) supplier listed on 19 

the bill or refer the customer to the supplier contact information on the bill.18  The 20 

                                                 
17 In the Matter of the Annual Report of Service Disconnections for Nonpayment Required by Section 
4933.123, Revised Code, Report of Service Disconnections for Nonpayment of Vectren Energy Delivery of 
Ohio, Inc, Case No. 16-1224-GE-UNC (July 1, 2016). 

18 Settlement at page 19. 
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circumstances under which a call could be transferred to the SCO supplier or 1 

referred to the contact information on the bill are not defined. Considering that 2 

customers who are served on the SCO have chosen Vectren to arrange for both 3 

the supply and delivery of natural gas service, there should rarely (if ever) be an 4 

occasion when a customer call to Vectren would be transferred to the SCO 5 

supplier.  Unlike customers who have contracted with a marketer to supply their 6 

natural gas, VEDO customers served under the SCO are assigned following an 7 

auction process and have no contractual relationship with the supplier. Questions 8 

about the SCO supplier, rates, monthly gas usage, billing determinants, etc. are 9 

the sole responsibility of VEDO.  This also includes explaining the auction 10 

process and why the marketer name and contact information is listed on the bill 11 

even though the customer is not under contract with the supplier.     12 

 13 

Given that the customers relationship is with Vectren for the providing natural gas 14 

service, there is no benefit for customer calls to be transferred to the SCO 15 

supplier.  In fact, the public interest is damaged as a result of potential distorting 16 

of responsibilities and increases the likelihood that customer confusion between 17 

VEDO and the SCO suppliers pertaining to the supply of natural gas will result.  18 

This is especially true given that the Settlement contains no restrictions on 19 

marketers being able to translate these calls into opportunities to try to induce 20 

consumers to switch from the SCO to a contracted rate or for sales of other 21 

products and services. To the extent that customers have a question about an SCO 22 

marketer or wish to contact that marketer with inquiries about other products or 23 
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services, the toll-free contact information for the marketer is already readily 1 

available on the bill.       2 

 3 

Q12. ARE THERE OTHER PROVISIONS IN THE SETTLEMENT THAT 4 

NEITHER BENEFIT CUSTOMERS NOR THE PUBLIC INTEREST? 5 

A12. Yes. The Settlement contains provisions that benefit marketers and not the 6 

customers who must pay for unnecessary billing system enhancements.19  VEDO 7 

agreed to review the feasibility of upgrading its current billing system to enable 8 

additional marketer offers to be included on consolidated bills that are rendered 9 

by Vectren.20 Additionally, Vectren is to review and share the feasibility, cost, 10 

and prudence of including the additional functionality in its successor billing 11 

system.21  However, the Settlement does not include any provisions that requires 12 

marketers to pay the costs for implementing any additional billing system 13 

enhancements. It neither benefits customers nor the public interest for customers 14 

to pay for billing system enhancements that should be paid for by marketers.   15 

 16 

Vectren has an Exit Transition Cost (“ETC”) rider on customer bills that recovers   17 

costs including business system development, informational and educational, call 18 

center, billing, and other incremental costs.22 According to the Settlement, the 19 

                                                 
19 Settlement at page 21. 

20 Id. 

21 Id. 

22 Vectren Tariff, Sheet No. 41.  
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ETC rider is subject to an annual cap of $850,000.23 The Settlement includes a 1 

provision that if a billing system upgrade is determined to be feasible, cost-2 

effective, and prudent by Vectren, then it shall use good faith efforts to implement 3 

the improvement.24  However, a billing system improvement that is beneficial for 4 

a marketer is not necessarily beneficial for all Vectren customers. And because 5 

the ETC rider is paid for by all customers, the projects that are funded under the 6 

ETC rider should benefit all customers and the public interest and not just the 7 

marketers.  8 

 9 

The ETC rider should not be used to fund billing system enhancements for 10 

marketers especially when there are many other dire and pressing public interest 11 

needs.  An article in the Columbus Dispatch discussed the financial disaster that 12 

many natural gas customers have experienced with choice where they have paid 13 

$1.3 billion more for natural gas through a marketer than if they had remained 14 

with the gas utility.25  Unfortunately, Vectren does not track the difference 15 

between the prices customers pay marketers and what the bill would have been if 16 

the gas was supplied under the standard offer. This type of reporting often 17 

referred to as “shadow billing” is not available from Vectren.  However, that is 18 

not to say that the ETC rider could not (or should not) be used to obtain shadow 19 

billing type of information from Vectren. Unlike billing system enhancements 20 

                                                 
23 Settlement at page 23. 

24 Settlement at page 21. 

25 https://www.dispatch.com/content/stories/business/2016/04/05/1-customers-losing-big-on-unregulated-
natural-gas-plans.html  
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that benefit only the marketers, the public interest is greatly advanced when there 1 

is a better understanding of customer savings (and losses) under the VEDO choice 2 

program.  3 

According to the PUCO Energy Choice website, the Vectren SCO rate is 4 

currently $0.47669 per ccf.26  And there are currently 38 different marketer offers 5 

available on the PUCO’s Apples to Apples website.27 Out of the 38 offers, there 6 

are five that are lower than the SCO. Two of the five are introductory offers 7 

where the price is valid for two months. This means that 33 of the publicly 8 

available offers on the PUCO sponsored website exceed the SCO rate. 9 

 10 

Vectren customers would benefit from a price to compare message on all bills that 11 

includes the current SCO rate (for comparison purposes) and resources that are 12 

available to help customers make effective choices.  Considering that the purpose 13 

of the ETC rider is to inform and educate customers about choice, the price to 14 

compare message on the bill provides a benefit to customers that greatly exceeds 15 

use of the ETC rider in paying for marketer billing system enhancements. The 16 

price to compare message on the bill helps customers avoid paying more than 17 

necessary for their supply of natural gas. 18 

                                                 
26 
http://energychoice.ohio.gov/ApplesToApplesComparision.aspx?Category=NaturalGas&TerritoryId=11&
RateCode=1  

27 Id. 
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Q13. DOES THE SETTLEMENT VIOLATE ANY IMPORTANT REGULATORY 1 

PRINCIPLE OR PRACTICE?   2 

A13. Yes. The Settlement includes provisions where Vectren agrees to review the 3 

feasibility of including in customer lists that are provided to marketers, a list of 4 

choice customers whose current commodity rates are in the top 25% of all Choice 5 

customer rates.28 Ohio Revised Code 4929.22 requires the PUCO to establish 6 

rules pertaining to the sharing of customer information between natural gas 7 

companies and marketers including generic load information on a comparable and 8 

nondiscriminatory manner.  The sharing of information regarding those customers 9 

who are paying the highest marketer rates could be discriminatory and used for 10 

the purpose of targeting, marketing and solicitations - - and potentially even 11 

higher marketer rates.  12 

 13 

Ohio Revised Code 4929.02(A) promotes the availability to consumers of 14 

adequate, reliable, and reasonably priced natural gas services and goods. In 15 

addition, R.C. 4929.02(B) promotes the availability of unbundled and comparable 16 

natural gas services and goods.  In establishing reasonably priced services, the 17 

SCO should be the benchmark rate that is used for comparison with marketer 18 

rates. Yet the top 25% list as defined in the Settlement includes only those 19 

customers who are paying in the top 25% of marketer rates. Even if these 20 

customers change marketers or switch to a lower rate, this does not mean that the 21 

customers may not still have overly expensive marketer rates where they would 22 

                                                 
28 Settlement at 22. 
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be better off financially being served under the SCO rate.  This is another reason I 1 

support the price to compare message (with the SCO rate) on customer bills and 2 

shadow billing as explained earlier in my testimony.  3 

 4 

IV. CONCLUSIONS 5 

 6 

Q14. CAN YOU SUMMARIZE YOUR CONCLUSIONS? 7 

A14. Yes.  My conclusion is that the PUCO should not approve this Settlement.  The 8 

Settlement does not benefit customers and is not in the public interest regarding 9 

the amount of money customers will pay for the DARR deferral and the lack of 10 

transparency in future pipeline safety reporting.  In addition, the Settlement 11 

provides financial incentives to the City of Dayton but not customers of Vectren.  12 

The ETC rider should not be used to pay for marketer requested billing system 13 

enhancements.  Customers would benefit from more transparent reporting of 14 

marketer pricing compared to the VEDO SCO through shadow billing.  15 

Furthermore, all customers would benefit from having a price to compare (as the 16 

VEDO SCO rate) being prominently reflected on bills.  Finally, the sharing of 17 

customers who are on the highest 25% of all marketer prices with other marketers 18 

without adequate protections violates important regulatory principles and is 19 

discriminatory and contrary to state policy. 20 
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Q15. DOES THIS CONCLUDE YOUR TESTIMONY? 1 

A15. Yes.  However, I reserve the right to incorporate new information that may 2 

subsequently become available through outstanding discovery or otherwise.3 
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