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I. OVERVIEW 1 

 2 

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

A1. My name is Michael P. Haugh. I am an independent contractor testifying on 4 

behalf of the Office of the Ohio Consumers’ Counsel (“OCC”). My business 5 

address at OCC is 65 East State Street, 7th Floor, Columbus, Ohio 43215. 6 

 7 

Q2. PLEASE BRIEFLY SUMMARIZE YOUR EDUCATION AND 8 

PROFESSIONAL EXPERIENCE. 9 

A2.  I have a Bachelor of Science in Business Administration from the Ohio State 10 

University with a major in Finance. I have also attended the Institute of Public 11 

Utilities Advanced Regulatory Studies at Michigan State University. I have over 12 

20 years working in the energy industry with experience in wholesale and retail 13 

energy trading, risk management, natural gas purchasing and scheduling, and 14 

regulatory affairs. I started with Enron Energy Services in 1995 as an Energy 15 

Trader and then moved on to American Electric Power Energy Services in 1998 16 

where I worked in Risk Management and Wholesale Energy Trading. In January 17 

2004 I went to work for MidAmerican Energy Services as a Senior Product 18 

Manager. In October of 2004 I began work as a Senior Regulatory Analyst with 19 

the OCC. I left the OCC in September 2007 and joined Integrys Energy Services 20 

as a Regulatory Affairs Analyst. I joined Just Energy in 2009 and held the 21 

position of Manager of Regulatory Affairs before becoming Manager of Market 22 

Relations in 2011. I was re-hired at the OCC in June 2014 as the Assistant 23 

Director of Analytical Services where I worked until May 2018. I then worked for 24 
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Genie Energy as the Director of Energy Affairs until December of 2018. I have 1 

been an independent consultant since January 2019. 2 

 3 

Q3. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN UTILITY CASES 4 

BEFORE REGULATORY COMMISSIONS? 5 

A3. Yes, I have testified before the Public Utilities Commission of Ohio (“PUCO”) 6 

and the Michigan Public Service Commission. The complete list of cases in which 7 

I have testified is attached as Attachment MPH-1. 8 

 9 

II. PURPOSE OF TESTIMONY 10 

 11 

Q4. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 12 

PROCEEDING? 13 

A4. On July 27, 2019, Duke Energy Ohio (‘Duke” or “Utility”) filed a Joint 14 

Stipulation and Recommendation (“Settlement”) supported by certain parties that 15 

was intended to resolve issues in these cases. My testimony addresses whether the 16 

Settlement is reasonable and meets the test that the PUCO uses to evaluate 17 

settlements.  18 

 19 

I examine three issues with the Settlement. First, I address whether the assignment 20 

of propane commodity costs (discussed in Section 6.5.5 of the Management and 21 

Performance Audit prepared by Exeter and Associates (“Exeter”) and filed with 22 

the PUCO on January 24, 2019) are properly allocated and in the public interest. 23 

Second, my testimony recommends the PUCO encourage Duke to switch to a 24 
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competitive procurement process for natural gas in lieu of a Gas Cost Recovery 1 

(“GCR”) mechanism, which is not included in the Settlement. Third, I address the 2 

subject of information that should be provided to Duke consumers that are 3 

looking to buy natural gas from marketers. Providing information to consumers 4 

about how consumers have fared historically with prices they paid for natural gas 5 

from marketers compared to GCR prices would be informative and educational 6 

for consumers. 7 

 8 

Q5. PLEASE SUMMARIZE YOUR RECOMMENDATIONS REGARDING THE 9 

SETTLEMENT. 10 

A5. I recommend that the PUCO amend the Settlement to properly allocate the 11 

propane commodity costs during the audit period and to require a refund of those 12 

costs to the GCR customers. In addition, I recommend that the PUCO amend the 13 

Settlement by encouraging Duke to transition from the GCR to a standard service 14 

offer (“SSO”) procurement mechanism. Finally, I recommend that the PUCO 15 

order Duke to provide information to the public regarding the natural gas 16 

commodity price differences between what marketer and GCR customers are 17 

paying.  18 

 19 

Q6. PLEASE SUMMARIZE EXETER’S FINDINGS REGARDING THE 20 

ASSIGNMENT OF PROPANE COMMODITY COSTS. 21 

A6. Duke has propane facilities that allow the Utility to maintain proper operating 22 

pressure during periods of peak demand. These facilities can also be used to meet 23 
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customers’ gas requirements during periods of peak demand if Duke determines it 1 

is the least expensive option. During the audit period Duke utilized the propane 2 

facilities to maintain distribution operating pressure on a number of days. 3 

Maintaining proper operating pressure is necessary to keep the system running, 4 

thereby providing benefits to all customers. Had it not been for the need to 5 

maintain distribution system operating pressures, it would not have been 6 

necessary for Duke to use its propane facilities during the audit period.1 Yet 7 

Exeter found that during the audit period the costs associated with the propane 8 

facilities were allocated only to Duke’s GCR customers, even though all firm 9 

transportation customers (marketer customers) also benefited from the use of the 10 

propane facilities. However, marketer customers were not assessed costs 11 

associated with the use of the propane facilities even though they benefitted from 12 

the use of the facilities. Exeter determined that both GCR and marketer customers 13 

should be responsible for their proportional share of incremental propane costs 14 

during the audit period.2   15 

 
1 Report to the Public Utilities Commission of Ohio on the Management and Performance Audit of Duke 
Energy Ohio Inc., dated January 2019 at page 6-24.  
2 See id. 



Direct Testimony of Michael P. Haugh  
On Behalf of the Office of the Ohio Consumers’ Counsel  

PUCO Case No. 18-0218-GA-GCR, et al. 

5 

III. EVALUATION OF THE PROPOSED STIPULATION  1 

 2 

Q7. WHAT IS THE PUCO’S STANDARD OF REVIEW FOR EVALUATING 3 

PROPOSED SETTLEMENTS? 4 

A7. The PUCO uses these criteria for evaluating the reasonableness of a proposed 5 

settlement: 6 

 7 

1. Is the settlement a product of serious bargaining among 8 

capable, knowledgeable parties? And the PUCO also has 9 

considered at times if there is diversity of interests among 10 

the stipulating parties? 11 

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

the public interest?3 13 

3. Does the settlement package violate any important 14 

regulatory principle or practice? 15 

 16 

Q8. WHO ARE THE SIGNATORY PARTIES TO THE STIPULATION? 17 

A8. The Signatory Parties are the PUCO Staff (“Staff”), Duke, and IGS Energy, Inc. 18 

(“IGS”).  19 

 
3 Consumers’ Counsel v. Pub.Util. Comm., 64 Ohio St.3d 123, 125(1992), citing Akron v. Pub.Util. Comm., 
55 Ohio St.2d 155, 157 (1978). 



Direct Testimony of Michael P. Haugh  
On Behalf of the Office of the Ohio Consumers’ Counsel  

PUCO Case No. 18-0218-GA-GCR, et al. 

6 

Q9. DOES THE SETTLEMENT, AS A PACKAGE, BENEFIT CUSTOMERS AND 1 

THE PUBLIC INTEREST? 2 

A9. No. The Settlement falls short of benefitting customers and the public interest by 3 

not properly allocating the propane commodity costs. The Settlement also is 4 

inconsistent with the regulatory practice of assessing costs to those who caused or 5 

benefited from the expenditure. The audit report clearly states that GCR 6 

customers were assessed the full costs associated with the propane use and 7 

“Exeter believes this to have been unreasonable.”4 Because all customers 8 

benefited from using the propane, which kept Duke’s system running, all 9 

customers should pay for it. 10 

 11 

Additionally, Exeter found that Duke’s GCR rates have been higher than the 12 

standard choice offers of the other three major natural gas distribution companies 13 

in the state. Therefore, it is appropriate to switch to a competitive auction process 14 

which has led to lower gas commodity prices for customers in other Ohio gas 15 

utility service territories. Without a requirement in the Settlement for this 16 

examination, the Settlement falls short of benefitting customers and the public 17 

interest. Also, an appropriate regulatory principle in Ohio has been that energy 18 

utility default rates should be priced according to a competitive auction, to benefit 19 

consumers.  20 

 
4 Audit Report at page 6-24.  
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Finally, the Settlement should require Duke to make information publicly 1 

available to consumers, to show cost differences between what GCR customers 2 

are paying versus what marketer customers are paying for their natural gas. 3 

Without this requirement, the Settlement falls short of benefitting customers and 4 

the public interest. And it violates the regulatory practice for providing 5 

information and education to consumers about their choices. 6 

 7 

Q10. DOES THE SETTLEMENT ADDRESS THE ASSIGNMENT OF PROPANE 8 

COMMODITY COSTS? 9 

A10. Yes, item number 7 on page 5 allows for a proper allocation of costs in the future. 10 

However, Exeter’s recommendation addressed the incorrect and unreasonable 11 

allocation of costs that occurred during the audit period. The Settlement does not.  12 

 13 

Q11. DOES THE ALLOCATION OF PROPANE COSTS TO ONLY GCR 14 

CUSTOMERS VIOLATE IMPORTANT REGULATORY PRINCIPLES OR 15 

PRACTICES? 16 

A11. Yes. The Settlement violates the important principle of cost-causation. It ignores 17 

an auditor recommendation that would have more fairly allocated the incremental 18 

propane costs to all firm transportation customers who benefited from the use of 19 

the propane facilities during the audit period rather than to just GCR customers.  20 
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Q12. WHAT IS YOUR RECOMMENDATION REGARDING THE COSTS 1 

ASSOCIATED WITH THE PROPANE FACILITIES? 2 

A12. The Settlement should be amended to properly allocate costs to all customers that 3 

benefitted from the use of the propane to balance the system during peak usage 4 

during the audit period. The PUCO should follow Exeter’s recommendation to 5 

take the incremental costs incurred during the audit period and include those costs 6 

in Duke’s Contract Commitment Cost Recovery Rider (“CCCR”). The CCCR is 7 

set up to collect costs associated with pipeline capacity, storage commitments and 8 

propane costs. The propane costs should have been collected through this rider all 9 

along. This is the appropriate rider that should be used to fairly allocate the costs.  10 

 11 

Q13. WHAT WERE EXETER’S FINDINGS REGARDING THE COMPARISON 12 

OF GAS COMMODITY COSTS BETWEEN DUKE AND THE OTHER 13 

OHIO NATURAL GAS UTILITIES? 14 

A13. Exeter found that the from 2016 – 2018 the Duke GCR that customers pay 15 

averaged $0.684/Mcf more than the standard offer prices that the other major gas 16 

utilities in Ohio provide to their customers. Some might assert that including 17 

Dominion East Ohio (“DEO”) is unreasonable due to DEO’s large on-system 18 

storage and close proximity to the Marcellus Shale gas reserves and, therefore, 19 

that it should not be included in the comparison. As shown in the table below, 20 

however, even if DEO is removed from the comparison there is still a difference 21 

between Duke and the standard offer’s of Vectren Energy Delivery Ohio 22 
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(“VEDO”) and Columbia Gas of Ohio, that average $0.225/Mcf more for 1 

consumers to pay during the three-year period.  2 

 3 

Further, Exeter found that Duke’s hedging activities averaged approximately 4 

$0.40/Mcf as a cost to GCR consumers. The costs associated with hedging would 5 

be unnecessary if Duke transitioned from the GCR to a competitive auction 6 

process similar to the COH and DEO SCO.  7 

Comparison of Duke GCR vs COH and VEDO (per Mcf) 

 2016 2017 2018 Average 
COH  $ 3.6504   $ 4.6378   $ 4.3742   $ 4.2208  
VEDO   $ 3.9667   $ 4.6375   $ 4.1492   $ 4.2511  

     
Average  $ 3.8086   $ 4.6377   $ 4.2617   $ 4.2360  

     
Duke  $ 3.9593   $ 4.7989   $ 4.6337   $ 4.4640  

     
Difference  $ 0.1508   $ 0.1612   $ 0.3720   $ 0.2280  

 8 

Q14. DOES THE SETTLEMENT REQUIRE DUKE TO EXAMINE THE 9 

POTENTIAL BENEFITS OF TRANSITIONING TO A STANDARD 10 

OFFER FOR THE SUPPLY OF NATURAL GAS? 11 

A14. No. The Settlement is silent on the topic.  12 
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Q15. IS IT IN THE PUBLIC INTEREST FOR DUKE TO PROCURE NATURAL 1 

GAS COMPETITIVELY IF IT RESULTS IN LOWER COSTS FOR 2 

CONSUMERS? 3 

A15. Yes. Duke should always be mindful of ways to help reduce natural gas costs for 4 

consumers. The public interest is best served when customers are safely provided 5 

the lowest rates possible. In recent years, the competitive standard offer auctions 6 

at the other large natural gas utilities in the state have produced lower rates for 7 

consumers. 8 

 9 

Q16. DOES THE SETTLEMENT’S SILENCE ON DUKE’S GAS PROCUREMENT 10 

PRACTICES VIOLATE IMPORTANT REGULATORY PRINCIPLES OR 11 

PRACTICES? 12 

A16. Yes. Ohio law requires a natural gas company’s procurement planning to maintain 13 

reliable service at optimal prices.5 Ignoring alternatives such as using a 14 

competitive auction process to procure natural gas, like the other three large gas 15 

utilities have done, results in prices that may be less than optimal and are 16 

potentially unreasonable for consumers.6     17 

 
5 R.C. 4905.302(C)(2)(b). 
6 R.C. 4929.02(A). 
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Q17. ARE YOU RECOMMENDING THAT DUKE TRANSITION TO AN 1 

AUCTION PROCESS NOW TO BENEFIT CONSUMERS TO REPLACE 2 

THE CURRENT GCR PROCESS? 3 

A17. Yes. The PUCO should order that change unless Duke can affirmatively show 4 

that its GCR process is in the customers’ interest. The standard offer competitive 5 

auctions in other Ohio gas utilities have been very successful and allowed the 6 

utilities to take advantage the abundance of in-state natural gas, for the benefit of 7 

consumers. The audit report mentions a white paper that was filed in PUCO Case 8 

No. 07-589-GA-AIR. This report was filed in May 2009 and was based on 9 

meetings that occurred in July and August of 2008. There have been many 10 

changes in the natural gas markets since that time, which could possibly benefit 11 

customers through the use of a competitive auction process. 12 

 13 

My recommendation is that the PUCO retain an intendent consultant to conduct 14 

an evaluation of Duke’s current procurement process and compare it against a 15 

competitive process similar to those conducted by the other large Ohio natural gas 16 

utilities. Also, a competitive auction would eliminate the need for Duke to 17 

continue its hedging activities (and the associated costs to consumers). The 18 

findings from this evaluation by the consultant should be reported to the PUCO 19 

within nine months of the Order in this proceeding, with a timeline of 20 

transitioning to a competitive standard offer within eighteen months if there is 21 

convincing evidence that a competitively bid standard offer would deliver the 22 
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optimal pricing standards contemplated in ORC 4905.32 (C)(2)(b) and would 1 

benefit consumers.   2 

 3 

Q18. DID EXETER EXAMINE THE DIFFERENCE BETWEEN THE 4 

COMMODITY COSTS DUKE’S GCR CUSTOMERS PAID COMPARED 5 

TO MARKETER CUSTOMERS? 6 

A18. Not in this audit report. In the previous Duke GCR audit report Exeter found that 7 

GCR customers paid approximately $7 million per year less than marketer 8 

customers.7 I filed testimony regarding this topic. That testimony can be found as 9 

Attachment 2 to this testimony.  10 

 11 

Q19. IN CONNECTION WITH THIS CASE, DID YOU EXAMINE THE COST 12 

DIFFERENCE BETWEEN GCR AND MARKETER CUSTOMERS? 13 

A19. Yes, I did. Through discovery Duke provided 2018 information (although 14 

information from 2015-2018 was requested but not available) on residential GCR 15 

and marketer customer commodity costs. I took the total amount charged to 16 

marketer customers in 2018 and divided that by total volumes billed to marketer 17 

customers.   18 

 
7 Report to the Public Utilities Commission of Ohio on the Management and Performance Audit of Gas 
Purchasing Practices and Policies of Duke Energy Ohio, Case No. 15-218-GA-GCR (December 9, 2015) at 
page 45. (“2015 Audit Report”). 
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This gave me the average price marketers in Duke’s area charged customers. I did 1 

the same calculation with Duke’s GCR customers. Below are the results that 2 

showed in the aggregate that Duke’s GCR customers paid less for natural gas than 3 

marketer customers by $11.3 million: 4 

     Marketer   GCR   5 

 Volumes (Mcf)  19,370,4628  12,476,3809  6 

 Costs    $101,773,93510 $58,245,73011 7 

 Average Cost   $5.25/Mcf  $4.67/Mcf 8 

 Difference   $0.59/Mcf 9 

 Total Cost Difference  $11,343,321 10 

  11 

Q20. WHAT DOES YOUR ANALYSIS SHOW? 12 

A20. As shown above, in 2018 marketer customers paid about $11 million more than 13 

Duke’s GCR customers. That is even worse for consumers than in the previous 14 

audit period where marketer customers paid $7 million above Duke’s GCR. Part 15 

of this difference can be attributed to more customers shopping in 2018 than 16 

during the previous audit period. This one year equates to roughly $48 per 17 

customer that shopped in 2018.12   18 

 
8 OCC Interrogatory OCC-INT-05-001 (attached herein as MPH-3). 
9 OCC Interrogatory OCC-INT-03-001 (attached herein as MPH-4). 
10 OCC Interrogatory OCC-INT-04-003 (attached herein as MPH-5). 
11 OCC Interrogatory OCC-INT-03-002 (attached herein as MPH-6). 
12 Based on an average of 236,000 customers being served by Choice suppliers as seen on the PUCO 
Choice statistics 
(https://app.powerbigov.us/view?r=eyJrIjoiOGJjOTA2MjYtNzMzNi00Y2RhLTljZjEtZTU3Zjg5ZDJhMD
gyIiwidCI6IjUwZjhmY2M0LTk0ZDgtNGYwNy04NGViLTM2ZWQ1N2M3YzhhMiJ9) 

https://app.powerbigov.us/view?r=eyJrIjoiOGJjOTA2MjYtNzMzNi00Y2RhLTljZjEtZTU3Zjg5ZDJhMDgyIiwidCI6IjUwZjhmY2M0LTk0ZDgtNGYwNy04NGViLTM2ZWQ1N2M3YzhhMiJ9
https://app.powerbigov.us/view?r=eyJrIjoiOGJjOTA2MjYtNzMzNi00Y2RhLTljZjEtZTU3Zjg5ZDJhMDgyIiwidCI6IjUwZjhmY2M0LTk0ZDgtNGYwNy04NGViLTM2ZWQ1N2M3YzhhMiJ9
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Q21. WHAT SHOULD BE DONE WITH THIS INFORMATION? 1 

A21. It is very concerning that the discrepancy between marketer and GCR customers 2 

has increased by 57% since the last audit period. This information should be 3 

provided to customers looking to shop for a supplier. The discrepancy in cost 4 

between marketers and GCR is easily calculated and provides customers 5 

information that would be helpful in choosing a supplier. This information 6 

demonstrates that most shopping (marketer) customers are paying more than if 7 

they were to stay with the GCR. The cost discrepancy could easily be placed on 8 

the PUCO’s Apples to Apples page or as a line item on customers’ bills. The 9 

PUCO currently has a docket open in Case No. 19-1429-GA-ORD concerning the 10 

Minimum Gas Service Standards (“MGSS”) embodied in Ohio Adm. Code 11 

4901:1-13. These rules involve the minimum content of customer bills provided 12 

by natural gas utilities, including bill messages to consumers. This open docket 13 

affords the perfect opportunity a for the PUCO to address what information 14 

should be provided to consumers regarding comparison prices and savings gained 15 

or lost by customers participating in competitive choice programs. 16 

 17 

IV.  CONCLUSION 18 

 19 

Q22. WHAT ARE YOUR RECOMMENDATIONS REGARDING THIS 20 

SETTLEMENT? 21 

A22. The Settlement as written is not in the public interest and violates important 22 

regulatory practices and principles and should not be approved. Instead, the 23 

PUCO should amend the Settlement to order Duke to properly allocate the costs 24 
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associated with the use of the propane facilities also to marketer customers during 1 

the audit period and refund the costs to the GCR customers. Additionally, the 2 

Commission should amend the Settlement by hiring an independent consultant to 3 

examine Duke procuring its natural gas supply through a standard offer auction 4 

(and ending its hedging activities that it charges to customers). The findings from 5 

this process should be reported to the PUCO within nine months of the Order in 6 

this proceeding, with a timeline of 18 months for a transition to a competitive 7 

auction to replace Duke’s GCR if it is demonstrated that Duke consumers would 8 

benefit from the competitively bid standard offer that all other major energy 9 

utilities use. Finally, the Settlement should contain a provision requiring Duke to 10 

place Duke’s GCR price on customers’ bills to inform customers of the potential 11 

that they may be paying additional costs above the GCR for their natural gas if 12 

provided by a marketer. The PUCO should also require Duke to provide 13 

aggregated shadow-billing data which calculates the amount marketer customers 14 

pay above or below the amount they would have paid for gas service on the 15 

Duke’s standard offer (GCR). The shadow-billing should be similar that 16 

performed by Columbia Gas. (A recent example Columbia’s shadow billing 17 

results are part of Attachment MPH-2.)  18 

 19 

Q23. DOES THIS CONCLUDE YOUR TESTIMONY? 20 

A23. Yes, however I reserve the right to incorporate new information that may 21 

subsequently become available, such as after testimony by the stipulating parties 22 

is available. 23 
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