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I. INTRODUCTION
This case involves the request of Columbia Gas of Ohio, Inc. (“Columbia” or “Utility”) to extend its pipeline replacement program for another five-year period, and increase a monthly charge to consumers from $10.20 (in 2017) to approximately $16.70 (in 2022).
 The Office of the Ohio Consumers’ Counsel (“OCC”)
 submits these objections to Columbia’s Application (filed on February 27, 2017) and the Public Utilities Commission of Ohio’s (“PUCO”) Staff Report of Investigation (“Staff Report”), as filed in this case on July 10, 2017. 
 
OCC asks the PUCO to adopt these objections to Columbia’s Application and the Staff Report when deciding how much Columbia’s customers should pay for gas distribution service. OCC’s Objections pertain to rates and issues under the Utility’s Application and the Staff Report that are not just and reasonable. These objections meet the specificity requirement of Ohio Admin. Code 4901-1-28. 

Lack of an objection to any aspect of the Staff Report or Application should not preclude OCC from filing further pleadings or comments in this docket. Nor should it limit OCC’s cross-examination or introduction of evidence or argument on any issue contained in the Staff Report in the event the PUCO Staff reverses, modifies, or withdraws its position on the issue. OCC reserves the right to amend and/or to supplement its objections in the event that the PUCO Staff reverses, modifies, or withdraws its position on any issue contained in the Staff Report. OCC also reserves the right to file expert testimony, produce fact witnesses, and introduce additional evidence in the event the PUCO schedules an evidentiary hearing.

II. OBJECTIONS TO COLUMBIA’S APPLICATION AND THE PUCO STAFF REPORT
OBJECTION 1: OCC objects to the Staff’s failure to recommend that a prudency audit and/or independent review of the efficiency and effectiveness of Columbia’s Infrastructure Replacement Program (“IRP”) be conducted before proposing that the program be renewed, with customers paying even more money.


 The Utility asks its customers to pay an estimated additional $1.3 billion over the next five years to renew the program; however, there has been no demonstration by Columbia that the customer benefits will outweigh or even be commensurate with this large investment. The intent of the IRP is to improve the safety of the Utility’s distribution infrastructure by upgrading bare steel and cast iron pipelines that are prone to corrosion and leaking.
 However, in the program’s most recent years, the leak rates have not improved by any significant amount.
 In addition, the costs to implement the program have steadily increased.
  


Because actual leak rates on the Utility’s distribution system are not improving and the costs to implement the program are increasing, an independent audit should be performed to ensure that safety of the infrastructure is improving as intended. Specifically, such an audit will aid the PUCO in determining whether the program is efficiently and effectively reducing leaks, improving safety, and minimizing costs per mile and costs per leak avoided. The results of the audit should also assist the PUCO in determining whether the rates consumers are paying under this program are just and reasonable.

OBJECTION 2: OCC objects to Columbia’s request to increase the Rider IRP customer charge cap (to $1.30 per month each year from 2018 to 2022). (Application at 11). 


Columbia has not provided evidence that shows that increasing the annual rate cap that customers fund from $1.00 to $1.30 per year (which can potentially increase the monthly charge by $6.50 over the five-year period) is necessary, just, reasonable, or in the public interest. The analysis and assumptions that Columbia relied on to justify its proposed rate cap increases were found by the Staff to be faulty and unreliable.
 Columbia’s estimates of the amount of total pipe that needs to be replaced and the costs per mile to replace the pipe are overstated.
 Further, the rate of return used in determining the rate cap is excessive and unjust and unreasonable. In addition, Columbia has not shown that it needs a rate cap increase. It has not exceeded or even reached the specified rate cap in any of the nine years of the rider’s existence.
 Columbia’s requested IRP rate cap increase should not be approved before and without a prudency audit of the current IRP, as discussed in OCC Objection 1. 
OBJECTION 3: OCC objects to the Staff 's recommendation to allow the Rider IRP rate cap increase of $1.00 per year from 2018 to 2020 and $1.10 per year from 2021 to 2022. (Staff Report at 12). 


The PUCO Staff has not provided sufficient evidence that shows that a $1.00 or $1.10 increase in the rate cap is necessary, just, reasonable, or in the public interest. The analysis that PUCO Staff has relied on in sponsoring its rate cap increase is unsubstantiated. The Staff's estimates of the amount of total pipe that needs to be replaced and the costs per mile to replace the pipe are overstated. In addition, the rate of return used in determining the rate cap is excessive, unjust and unreasonable. Further, Columbia has not shown that it needs a rate cap increase.  It has not exceeded or even reached its rate cap in any of the nine years of the program.
 Therefore, the Staff’s recommended IRP rate cap increase should not be approved before and without a prudency audit of the current IRP, as discussed in OCC Objection 1.

OBJECTION 4: OCC objects to Columbia’s request to charge consumers $125 million over five years for an accelerated service line replacement program that Columbia calls the "Hazardous Customer Service Line" (“HCSL”) program. (Application at 6-7). The PUCO just last year denied a similar program that Duke Energy Ohio, Inc. proposed.
 The PUCO should, consistent with its decision in the Duke ASRP case, not allow Columbia to continue the HCSL.


The Utility's request is unreasonable and unlawful because the evidence does not support the continued approval of the HCSL program. Columbia failed to provide sufficient evidence to show that the program provides benefits to public safety that are commensurate with its substantial costs ($125 million). Columbia failed to prove that it considered alternative methods or programs to mitigate the alleged risk. Columbia failed to provide any evidence regarding the level of risk to the system and/or public, addressing the likelihood of harm as well as the associated potential harm. Finally, Columbia failed to explain why the PUCO’s pipeline safety regulations, codified in O.A.C. 4901:1-16-04, if followed, are not sufficient to resolve any alleged risk currently posed by customer service lines on Columbia’s distribution system.
OBJECTION 5: OCC objects to the Staff’s failure to deny or even address Columbia’s request to charge consumers an additional $125 million over five years for an accelerated service line replacement program (HCSL program), for the reasons discussed in Objection 4. 

OBJECTION 6: OCC objects to the Staff 's failure to direct Columbia to report more thoroughly on the performance metrics of the IRP (which customers pay for) over the next five years. 


Specifically, the Staff Report should have directed Columbia to collect, at a minimum, the following information: (1) leak history associated with mains replaced (i.e., for each Job Order number under each Project ID for each year of the program from 2018 forward, the five-year history of leaks (by grade and year) on the mains that were replaced or retired under that job order); (2) leak history after replacement (i.e., for each Job Order under each Project ID in each year of the program from 2018 forward, the subsequent leaks (by grade and year) on the mains that were replaced or retired  under that job order); (3) cost effectiveness (i.e., for each Job Order under each Project ID in each year, the total cost of the job order, once complete, divided by the five-year average number of leaks on the mains that were replaced or retired under that job order); (4) variance explanations (i.e., for each Job Order under each Project ID in each year for which the cost per leak addressed (the ratio in the cost effectiveness report described above) is higher than a threshold number (e.g., $1,000,000 per average leak), provide an explanation of what factors might have led to the high cost or low leak rate involved). 


Without such performance metrics, it is not possible to determine whether the IRP is being implemented in a just and reasonable way.

OBJECTION 7: OCC objects to the amount and calculation of Operation and Maintenance expense (“O&M”) savings that Columbia guarantees will be credited to consumers. (Application at 10). The O&M savings, which are supposed to be passed back to customers, should be much higher than the $1.25 million that Columbia proposed, given the enormous amount of money that is being spent, with customers paying a return on and of such huge investment.


At this time, Columbia guarantees to pass back a paltry $1.25 million to customers in future Rider adjustment cases. If Columbia’s actual savings exceed the $1.25 million, then the actual O&M savings will be credited to customers. But, since the inception of the IRP program to date, the O&M savings from the program have not been greater than the minimum $1.25 million. As pointed out by Staff, other Ohio gas utilities with IRP programs very similar to Columbia’s program, have produced much greater savings.
 OCC agrees with Staff that if Columbia’s IRP program has been successful in reducing the number of leaks, as the Utility indicated,
 the annual O&M savings should have increased considerably. OCC objects to the Utility’s proposal to continue to pass through a minimal amount of savings to customers when the program has cost customers hundreds of millions of dollars. 

OBJECTION 8: OCC objects to Columbia’s request to collect its IRP costs from customers with a return on rate base (profits) of 10.95 percent (i.e., an 8.12 percent rate of return plus a tax gross-up factor). (Application, Exhibit A at 9). 

In its Application and supporting testimonies, Columbia has not carried its burden of proof to show that charging customers for a rate of return of 10.95 percent on rate base is just and reasonable at this time. Columbia has not provided any documentation that supports this proposed rate of return. This proposed rate of return of 10.95% is apparently derived from the rate of return approved in the 2008 Columbia alternative regulation rate case.
 Moreover, under the proposed IRP rider, shareholders of Columbia have limited risk that does not justify the requested high return. Columbia needs to explain why it is just and reasonable for customers to fund this high rate of return (approved in 2008) for the next five years (from 2018 through 2022), given the significant decline in the cost of capital over the last ten years. Columbia has not done so in its Application.
OBJECTION 9: OCC objects to the Staff Report’s failure to adjust the rate of return of 10.95 percent proposed by Columbia. The Staff should have recommended a lower rate of return, which would mean lower utility bills for consumers.    
This proposed rate of return of 10.95 percent by Columbia is unreasonable, and would significantly increases the costs of the IRP programs borne by Columbia’s customers. This 10.95 percent rate of return was approved by the PUCO in a 2008 alternative regulation rate case.
 It was based largely on the prevailing financial market and economic conditions ten years ago. It far exceeds the average rate of return authorized for gas utilities in recent years. It should be adjusted downward based current financial market and economic conditions as well as the business and financial risks facing Columbia at this time.   

OBJECTION 10: OCC objects to Columbia’s request to continue the IRP because, despite the significant spending through the IRP, Columbia has failed to reduce the Maintenance of Mains expenses (Account 887) over the nine-year life of the program. 

One of the objectives of the IRP was to reduce the amount of maintenance costs for Columbia’s main lines by replacing older unprotected metallic lines with new plastic or protected steel lines.
 However, over the life of the program, the annual maintenance of main lines expenses has increased not decreased. This shows that the IRP is not effective at reducing main lines expenses. This is important to consumers because reduced main line expenses should be part of the annual savings passed back to consumers.  

OBJECTION 11: OCC Objects to the Staff's failure to challenge Columbia’s request to continue the IRP because, despite the significant spending through the IRP, Columbia has failed to reduce Maintenance of Mains expenses (Account 887) over the nine-year life of the program. 

One of the objectives of the IRP was to reduce the amount of maintenance costs for Columbia’s main lines by replacing older unprotected metallic lines with new plastic or protected steel lines.
 However, over the life of the program, the annual maintenance of main lines expenses has increased, not decreased. The Staff should have required Columbia to explain why the IRP has not been effective at reducing main line expenses, and why such expenses are increasing and not decreasing.  This is important to consumers because reduced main line expenses should be part of the annual savings passed back to consumers.   

OBJECTION 12: OCC Objects to Columbia’s request to continue the IRP even though the IRP has failed to reduce Maintenance of Services expenses (Account 892) over the nine-year life of the program.

One of the objectives of the IRP was to reduce the amount of maintenance costs for Columbia’s service lines by replacing older unprotected metallic lines with new plastic or protected steel lines.
 However, over the life of the program, the annual maintenance of service lines expenses has increased, not decreased. This shows that the IRP is not effective at reducing service line expenses.  This is important to consumers because reduced main line expenses should be part of the annual savings passed back to consumers.  

OBJECTION 13: OCC Objects to the Staff’s failure to challenge Columbia’s request to continue the IRP because, despite the significant spending through the IRP, Columbia has failed to reduce Maintenance of Services expenses (Account 892) over the nine-year life of the program. 

One of the objectives of the IRP was to reduce the amount of maintenance costs for Columbia’s service lines by replacing older unprotected metallic lines with new plastic or protected steel lines. However, over the life of the program, the annual maintenance of service lines expenses has increased, not decreased. This shows that the IRP is not effective at reducing service line expenses. This is important to consumers because reduced main line expenses should be part of the annual savings passed back to consumers.   

OBJECTION 14: OCC objects to Columbia’s failure to reduce or, in the alternative, justify the amount of non-priority pipe that it is proposing to replace under the IRP. (Application at 8). The amount of non-priority pipe that Columbia is replacing appears to be excessive and may be contributing to the need to collect dramatic and unnecessary increases in IRP costs from customers. Replacing too much non-priority pipe is contributing to consumers having to pay unjust and unreasonable rates under Rider IRP. It may also be contributing to the need to increase the caps for IRP spending.  
OBJECTION 15: OCC objects to the Staff ’s failure to recommend that Columbia should reduce or, in the alternative, justify the amount of non-priority pipe that it is proposing to replace under the IRP. (Application at 8). The amount of non-priority pipe that Columbia is replacing appears to be excessive and may be contributing to the need to collect dramatic and unnecessary increases in IRP costs from customers. Replacing too much non-priority pipe is contributing to consumers having to pay unjust and unreasonable rates under Rider IRP. It may also be contributing to the need to increase the caps for IRP spending.  
III.  CONCLUSION
In conclusion, OCC objects to the above-mentioned provisions of Columbia's application and the PUCO’s Staff Report because they are not just and reasonable. OCC asks the PUCO to adopt these objections to Columbia’s Application and the Staff Report when deciding how much Columbia’s customers should pay for gas distribution service. 
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� Application at 11.


� Under R.C. Chapter 4911, the OCC is the statewide representative for all of Duke’s 382,000 residential electric utility customers.


� See R.C. 4909.19 and Ohio Admin. Code 4901-1-28(B).


� Application at 2, 6-7.


� See OCC INT set 2 No. 2 Att. A. Leaks declined from a high of 4462 in 2009 to 3796 in 2010, with a low of 3465 in 2014, but main leaks cleared in 2015 and 2016 was above 3700 and leaks cleared per mile increased. Attachment 1. 


� See Columbia Direct Testimony of Diana Beil at 6-7, Attach. DMB-1 and Donald Ayers at 5-9.


� See Staff Report at 9-12 (Staff states that Columbia’s analysis supporting the estimated capital investment that Columbia states it will need to install new pipeline is unreliable. The Staff Report also states that Columbia’s analysis of historical costs to support the proposed increase to the annual IRP rate cap relies on an errant assumption).


� See Staff Report at 9-12.


� See Direct Testimony of Melissa Thompson at 4.


� See Direct Testimony of Melissa Thompson at 4.


� In the Matter of the Application of Duke Energy Ohio, Inc., for Approval of an Alternative Rate Plan Pursuant to R.C. 4929.05 for an Accelerated Service Line Replacement Program, Case No. 14-1622-GA-ALT, Opinion and Order (Oct. 26, 2016) (“Duke ASRP case”).


� Staff Report at 9.


� Id. at 9, citing Columbia’s response to OCC INT’s 2-24, 26, and 28 (June 23, 2017). 


� See In the Matter of the Application of Columbia Gas of Ohio, Inc. for Approval of an Alternative Form of Regulation and for a Change in its Rates and Charges, Case No. 08-0073-GA-ALT, et al. Opinion and Order (Dec. 3, 2008).


� See In the Matter of the Application of Columbia Gas of Ohio, Inc. for Approval of an Alternative Form of Regulation and for a Change in its Rates and Charges, Case No. 08-0073-GA-ALT, Opinion and Order (Dec. 3, 2008).


� Direct Testimony of Diana Beil at 3-4, Case No. 16-2422-GA-ALT.


� Direct Testimony of Diana Beil at 3-4, Case No. 16-2422-GA-ALT.


� Direct Testimony of Diana Beil at 3-4, Case No. 16-2422-GA-ALT.





