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[bookmark: _Toc2936384][bookmark: _Toc102143385][bookmark: _Toc102143556][bookmark: _Toc141865302]I.	INTRODUCTION 
Consumers face soaring energy prices, rising inflation and interest rates, with a possible recession looming. Columbia Gas of Ohio, Inc. (“Columbia” or “Utility”) piled onto this burden a $3.76 monthly base rate increase for residential consumers, which the PUCO approved on January 26, 2023.[footnoteRef:3] Now, only a few months later, Columbia wants to double the amount of the January rate increase by implementing a new rider of up to $3.72 per month by program end.[footnoteRef:4] The new rider would collect costs for Columbia’s compliance with Pipeline and Hazardous Materials Safety Administration (“PHMSA”) regulations. The PUCO should protect consumers by adopting the Office of the Ohio Consumers’ Counsel’s (“OCC”) following Objections to the Staff Report. [3:  In the Matter of the Application of Columbia Gas of Ohio , Inc. for Authority to Amend its Filed Tariffs to Increase the Rates and Charges for Gas Services and Related Matters, Case No. 21-637-GA-AIR, Opinion and Order (January 26, 2023) (hereinafter “Columbia Rate Case”).]  [4:  PUCO Staff Report of Investigation at 13 (hereinafter “Staff Report”).] 



[bookmark: _Toc102143386][bookmark: _Toc102143557][bookmark: _Toc141865303]II. 	SUMMARY OF STAFF REPORT RECOMMENDATIONS SUPPORTED OR NOT OPPOSED BY OCC
As noted below, OCC objects to the PUCO Staff’s recommendation that the PUCO approve Columbia’s Application to create and charge consumers the PHMSA IRP Rider, subject to the modifications in the Staff Report. However, if the PUCO does approve Columbia’s Application to implement the PHMSA IRP Rider, then OCC supports many findings and recommendations in the Staff Report. OCC also does not oppose certain positions proposed in the Staff Report. OCC reserves the right to amend and/or supplement these objections if the PUCO Staff changes, modifies, or withdraws its position, at any time prior to the closing of the record, on any issue contained in the Staff Report. Additionally, if the PUCO Staff has indicated that its position on a particular issue is not known at the date of the Staff Report, OCC reserves the right to later supplement these objections once the PUCO Staff’s position is made known. OCC also reserves the right to file additional expert testimony, produce fact witnesses and introduce additional evidence. 
OCC also submits that the lack of an objection in this pleading to any aspect of the Staff Report does not preclude OCC from cross-examination or introduction of evidence or argument regarding issues on which the PUCO Staff changes, modifies, newly raises, or withdraws its position on any issue between the issuance of the Staff Report and the close of the record. Moreover, OCC reserves the right to contest other aspects of Columbia’s Application not specifically addressed by the Staff Report.
A summary of these findings and recommendations by topic area covered in the Staff Report is included here and OCC may choose to file testimony explaining its support or non-opposition.
[bookmark: _Hlk101590882]North Columbus High Pressure System (Pipes, Assessments, and Stations)
· The PUCO Staff correctly recommended that as part of future PHMSA IRP Rider filings “Columbia must separately “clearly demonstrate that its investments were mandatory for PHMSA compliance,” (as required by the approved stipulation in its most recent rate case), are incremental to investments that Columbia has made and obtained recovery for under any other rate mechanism, and were prudently incurred.”[footnoteRef:5]  [5:  Id. at 10.] 

Pipes Program

· The PUCO Staff correctly recommended that the PUCO not approve Columbia proposed charges to reconfirm the Maximum Allowable Operating Pressure (“MAOP”) for the Southern Supply Line because “Columbia has not yet completed its assessment of whether pressure testing is feasible and has provided cost estimates for a ‘worst-case scenario’ in which the entire Southern Supply Line requires replacement.”[footnoteRef:6]  [6:  Id.] 


· The PUCO Staff correctly recommended that it would be premature to permit Columbia to collect MAOP reconfirmation costs for the Avon High Pressure Line, Columbus Northern Loop, Mount Victory High Pressure Line, Panhandle Outlet Pipeline, or the remaining approximately 14 miles of the North Columbus High Pressure System from consumers because Columbia has not fully determined how it intends to reconfirm MAOP for these lines.[footnoteRef:7]  [7:  Id. at 10-11.] 


[bookmark: _Hlk101591583][bookmark: _Hlk101593013]Stations Program
· The PUCO Staff correctly recommended that costs for Columbia’s proposed Stations Program in its Application are premature (except for those stations associated with the North Columbus High Pressure System) and thus should be excluded from the PHMSA IRP Rider.[footnoteRef:8]  [8:  Id. at 11.] 


· The PUCO Staff correctly recommended that 4.06 miles of transmission class piping that are contained within the 260 stations throughout Columbia’s service area that still need to be evaluated (except for the mileage of transmission class piping contained within the stations associated with the North Columbus High Pressure System) should not be included in the PHMSA IRP Rider.[footnoteRef:9]  [9:  Id.] 


· The PUCO Staff correctly recommended that, in any future Alternative Rate Plan filing regarding capital recovery for the Stations Program or Stations or Station piping, Columbia should be required to clearly demonstrate the investments were mandatory for PHMSA compliance.[footnoteRef:10]  [10:  Id.] 


Ten Percent Contingency
· The PUCO Staff correctly recommended disallowance of Columbia’s proposed 10% contingency to account for inflation. The Staff correctly concluded that the 10% contingency is arbitrary and is unsupported by sufficient evidence in the [Columbia’s] Application and testimony.[footnoteRef:11]  [11:  Id. at 12.] 


[bookmark: _Hlk141369010]Monthly Rate Caps
· [bookmark: _Hlk141369461]The PUCO Staff correctly recommended that the PHMSA IRP Rider should be subject to annual rate caps.[footnoteRef:12]  [12:  Id. at 13.] 


· The PUCO Staff correctly recommended that Columbia be required to recalculate the rate caps included in the Application to reflect all changes recommended by the PUCO Staff in the Staff Report.[footnoteRef:13]  [13:  Id.] 


· The PUCO Staff correctly recommended the PUCO deny Columbia’s proposal for deferral of costs in excess of monthly rate caps. And the Staff is correct that denial of Columbia’s request to defer costs in excess of the annual caps would render Columbia’s request for carrying charges at the long-term debt rate on the deferrals moot.[footnoteRef:14]  [14:  Id.] 



[bookmark: _Hlk141369907]Process for Establishing PHMSA IRP Rates

· [bookmark: _Hlk141369953]The PUCO Staff correctly recommended modifications to Columbia’s proposed application and effective dates for PHMSA IRP Rider applications. The Staff’s proposals that Columbia should file PHMSA IRP Rider applications with 12 months of actual data on April 1 each year with rates taking effect on October 1. The Staff’s proposed process enables Staff sufficient time to conduct a thorough audit and provides 12 months of actual data for review.[footnoteRef:15] [15:  Id.] 


Engineering Study

· [bookmark: _Hlk141370427]The PUCO Staff correctly reserved its rights to engage third-party consultants at Columbia’s expense to conduct engineering studies to assess the prudence and cost considerations of Columbia’s proposed Pipes and Stations Programs. Such engineering studies should also include a review of the necessity and justness and reasonableness of the proposed Pipes and Stations Programs. And the engineering studies should confirm that Columbia has “clearly demonstrate that its investments were mandatory for PHMSA compliance” as contemplated in the Case No. 21-637-GA-AIR Settlement.


[bookmark: _Toc2936385][bookmark: _Toc102143387][bookmark: _Toc102143558][bookmark: _Toc141865304][bookmark: _Toc2936386]III.	OBJECTIONS TO THE STAFF REPORT
The PUCO Staff, in its Staff Report, should have made additional recommendations or revised some of its recommendations to protect Columbia’s consumers from being charged unlawful, unjust and unreasonable rates. OCC requests that, under R.C. 4909.15, R.C. 4909.18, R.C. 4909.19, R.C. 4929.05, R.C. 4929.11 and R.C. 4929.111 and other authority, the PUCO adopt the following Objections to the Staff Report when determining whether Columbia’s proposed PHMSA IRP Rider should be adopted. 


[bookmark: _Toc102143388][bookmark: _Toc102143559][bookmark: _Toc141865305]Revenue Requirement
[bookmark: _Hlk101632833][bookmark: _Toc102143560][bookmark: _Toc141865306]Objection No. 1: The Staff Report erred by recommending approval of Columbia’s Application to implement the PHMSA IRP Rider (subject to adoption of the Staff Report recommendations) instead of recommending that Columbia should seek to collect PHMSA IRP costs from consumers via an existing rider or through a traditional base rate case proceeding. 

OCC objects to the PUCO Staff conclusion that: “With the adoption of Staff’s recommendations outlined in its investigation, Staff finds Columbia’s alternative rate plan is just and reasonable in accordance with R.C. 4929.05 and is consistent with Columbia’s obligation under R.C. 4905.22 to furnish necessary and adequate services and facilities, and respectfully recommends that the Commission approve Columbia’s Application, as modified by Staff’s recommendations made herein.”[footnoteRef:16] Columbia already has two capital investment recovery riders where it collects from consumers a return of and on capital investments along with depreciation and property tax expenses and capitalized interest (in the form of Post In-Service Carrying Costs or “PISCC”). The Infrastructure Replacement Program (“IRP”) Rider collects from consumers costs for Columbia’s accelerated replacement bare steel, cast-iron, and other priority material mains and service lines. Columbia’s Capital Expenditure Program (“CEP”) collects from consumers essentially all other Columbia capital investments under the categories of: Replacement/Public Improvement/Betterment, Growth, Support Services and Information Technology.[footnoteRef:17] [16:  Id. at 14.]  [17:  Columbia Rate Case, Case No. 21-637-GA-AIR, Prepared Direct Testimony of Melissa L. Thompson on Behalf of Columbia Gas of Ohio, Inc. (July 14, 2021), at 21-22.] 


It would be neither just nor reasonable for the PUCO to saddle consumers with paying for a third Columbia’s capital investment recovery rider. Instead, the PUCO should require Columbia to seek collection of the PHMSA IRP costs from consumers under the existing CEP Rider subject to the annual rate caps adopted in Case No. 21-637-GA-AIR et al. Alternatively, Columbia could seek collection of such costs from consumers in future base rate case proceedings. 
[bookmark: _Toc141865307]Objection No. 2: The Staff Report erred by failing to recommend that Columbia must use the CEP Rider to collect all PHMSA projects before collecting any other CEP costs, and only use the PHMSA IRP Rider to collect costs in excess of the CEP Rider annual rate caps.

	All of Columbia’s proposed PHMSA IRP Rider projects would appear to qualify for collection from consumers under the existing CEP Rider. Columbia’s Application gives Columbia the sole right to choose whether to collect PHMSA costs under the CEP Rider or the PHMSA IRP Rider. 
The PUCO Staff erred by not recommending that Columbia collect all PHMSA costs under the CEP Rider first, before using the CEP Rider to collect costs for any other types of capital projects. The PHMSA IRP Rider, therefore, would be used only to collect costs in excess of the CEP Rider annual cap. This would force Columbia to prioritize capital projects required by federal law over other types of elective capital projects and would protect consumers against unjust and unreasonable increases from Columbia’s proposed PHMSA IRP Rider.
[bookmark: _Toc141865308]Objection No. 3: The Staff Report erred by failing to recommend a sunset provision for the added rate increases to consumers under Columbia’s PHMSA IRP Rider. 
	The PUCO Staff erred by failing to recommend a sunset provision for the PHMSA IRP Rider. Columbia’s Application explains that the PHMSA IRP program would be a five-year program and proposes rate caps for each year. However, to consumers’ detriment, Columbia does not propose an explicit ending date for the PHMSA IRP Rider. The sunset provision protects consumers by setting a definitive end date for collecting these costs from consumers.
Columbia’s failure to include a sunset date is contrary to the PUCO’s approach with Columbia’s other capital riders. In Columbia’s recent base rate case, the PUCO approved a sunset date for the CEP and IRP Riders. Under the sunset provision, both riders would be adjusted to $0 if Columbia fails to file a new base rate case by September 1, 2027.[footnoteRef:18] The PUCO Staff erred by failing to recommend that the PHMSA IRP Rider contain the same sunset provision.  [18:  Id, Opinion and Order at ¶ 55 (January 26, 2023).] 

[bookmark: _Toc102143561][bookmark: _Toc141865309]Objection No. 4: The Staff Report erred by failing to recommend that the PHMSA IRP Rider revenue requirement collected from consumers should include an offset to recognize incremental revenue from capital investments made under the PHMSA IRP. 

[bookmark: _Hlk141437465]The PUCO Staff erred by failing to recommend that calculation of the PHMSA IRP Rider (if it is adopted) should include an incremental revenue offset to consumers’ rates to recognize any incremental revenue arising from the PHMSA IRP capital investments. Columbia’s Application describes infrastructure improvements and replacements throughout its distribution system, including the high-growth areas north of Columbus. Such infrastructure improvements and replacements could potentially enable Columbia to extend service to new consumers and garner new revenue. That new revenue, created by investment funded by consumers, should be recognized concurrently with the new capital expenditures and expenses that will be charged to consumers. Columbia’s very similar CEP Rider includes an incremental revenue offset. So too should the PHMSA IRP Rider if it is adopted.
[bookmark: _Toc141865310][bookmark: _Toc102143562][bookmark: _Hlk101638207]Objection No. 5: The Staff Report erred to consumers’ detriment by failing to recommend that calculation of the PHMSA IRP Rider should include a depreciation offset. 

OCC objects to the PUCO Staff’s failure to recommend that calculation of the PHMSA IRP Rider should include a depreciation offset. A depreciation offset recognizes the decline in legacy plant that is included in rate base used to set base rates. If the depreciation offset is not included as a component of the PHMSA IRP Rider, Columbia will be overcharging consumers and will enjoy enhanced profits to the benefit of their shareholders. Failure to include a depreciation offset is unfair to Columbia’s consumers who would have to pay for overstated rate base through the PHMSA Rider. Columbia’s very similar CEP Rider historically included a depreciation offset.[footnoteRef:19] So too should the PHMSA IRP Rider if it is adopted. [19:  See Case No. 17-2202-GA-ALT, Opinion and Order (November 28, 2018) at 15.] 

[bookmark: _Toc141865311][bookmark: _Toc102143564][bookmark: _Hlk57644532]Objection No. 6: The Staff Report erred by failing to recommend that the PHMSA IRP Rider should include an operations and maintenance (“O&M”) savings offset. 
OCC objects to the Staff Report because it failed to recommend that the PHMSA IRP Rider should include an O&M savings offset against the rate consumers are charged. Columbia’s Application and accompanying testimony describes replacing several miles of old (in some cases very old) pipelines and other older infrastructure. As this old infrastructure is replaced via new capital investments that consumers will pay for, Columbia should experience O&M savings because the new infrastructure will need less frequent maintenance and repair. However, O&M costs to inspect, maintain, and repair the old infrastructure will still be built into the base rates that consumers pay. Any O&M savings that Columbia realizes from the replacement of old infrastructure under the PHMSA IRP should reduce the PHMSA IRP Rider charged to consumers. Otherwise Columbia’s shareholders receive a windfall while not bearing any of the burden of the investment. Columbia’s existing IRP Rider includes an O&M savings pass back. So too should the PHMSA IRP Rider if it is adopted.
[bookmark: _Toc102143565][bookmark: _Toc141865312]Objection No. 7: The Staff Report erred by recommending that Columbia can collect O&M expenses incurred under the PHMSA IRP via the PHMSA IRP Rider. 
OCC objects to the Staff Report’s recommendation that Columbia should seek collection of planned future O&M costs associated with MAOP assessments for three pipelines that are still being evaluated in the PHMSA IRP Rider application in the years that the expenses are incurred.[footnoteRef:20] OCC objects to this recommendation because Columbia should not be permitted to collect O&M expenses in the PHMSA IRP Rider at all. Among other authority, Columbia filed for approval of the PHMSA IRP Rider under Revised Code 4929.111. Revised Code 4929.111 only authorizes the PUCO to approve deferral and/or recovery of depreciation and property tax expenses associated with the capital investments made under the capital investment program. It would be unjust and unreasonable for the PUCO to permit Columbia to collect from consumers O&M costs via the PHMSA IRP Rider. Neither Columbia’s CEP Rider nor its IRP Rider include collection of O&M expenses, and neither should the PHMSA IRP Rider. The proper place for Columbia to collect O&M costs is a base rate case. [20:  Staff Report at 12.] 

If, the PUCO approves collection of O&M expenses via the PHMSA IRP Rider, then the PUCO should adopt Staff’s recommendation for a denial of $1.9 million in O&M costs. The $1.9 million is for a one-time assessment of transmission piping associated with 260 metering and regulating stations potentially subject to MAOP reconfirmation.[footnoteRef:21] The PUCO Staff averred that PHMSA first required pipeline operators to determine what segments of their transmission lines had adequate records to validate MAOP by 2012. Staff stated that “[i]n accordance with the requirements of the Pipeline Safety Regulations 49 CFR 191.17, the investigative work on the 260 stations in question should have been completed in 2012 and reported to PHMSA by March 15, 2013.”[footnoteRef:22] Therefore, PUCO Staff recommended that the PUCO reject Columbia’s proposed $1.9 million costs associated with the one-time assessment from recovery under the PHMSA IRP Rider because Columbia was required to have completed this work more than 10 years ago.[footnoteRef:23] OCC agrees with Staff’s recommendation to deny this $1.9 million expense. [21:  Id.]  [22:  Id.]  [23:  Id.] 

[bookmark: _Toc141865313]Objection No. 8: The Staff Report erred by failing to recommend that Columbia should exclude from O&M expenses collected via the PHMSA IRP Rider any costs for O&M and Payroll Tax Expenses related to Columbia’s and allocated NiSource Corporate Services Company’s labor and benefits, including pension expense and Supplemental Executive Retirement Plan pension expense.
	The Staff Report in Columbia’s base rate case recommended rejecting O&M expenses for O&M and payroll tax expenses for Columbia’s and allocated NiSource labor and benefits, including pension expenses and Supplemental Executive Rider Plan pension expense.[footnoteRef:24] It was only through a settlement that Columbia was allowed to collect a portion of this expense.[footnoteRef:25] The PUCO Staff erred by failing to recommend that this expense should also be excluded from the PHMSA IRP Rider.  [24:  Columbia Rate Case, Case No. 21-637-GA-AIR, Opinion and Order at ¶ 74 (January 26, 2023).]  [25:  Id.] 

The fact that Columbia was able to collect a portion of this expense through a settlement in the base rate case does not create any precedent here, as the settlement in the rate case expressly noted.[footnoteRef:26] The PUCO Staff erred by failing to recommend rejection of these expenses in the Staff Report of the present case, consistent with the Staff Report in the base rate case. Including these expenses in rates overstates rates to Columbia consumers.  [26:  Id., Joint Stipulation at 22 (October 31, 2022).] 

[bookmark: _Toc141865314]Objection No. 9: The Staff Report erred by not expressly recommending that Columbia exclude from the PHMSA IRP Rider any capitalized costs and any O&M expense related to cloud computing software.

	The Staff Report erred by failing to recommend the exclusion from the PHMSA IRP Rider any capitalized costs and any O&M expense related to cloud computing software. The settlement in the base rate case removed all cloud computing software costs from rate base and allowed Columbia to collect a certain amount of these costs as O&M expenses.[footnoteRef:27]  [27:  Id., Opinion and Order at ¶ 73. ] 

The conversion of a utility’s software system to cloud computing is a complex and costly undertaking. The PUCO should review the reasonableness and management of this project in the context of a base rate case, where the PUCO and interested stakeholders can do an in-depth review. Columbia is not expected to file a new rate case until 2027. It would therefore be unjust and unreasonable, and inconsistent with the PUCO’s order in Columbia’s base rate case, to allow Columbia to collect capitalized costs or any additional O&M expenses relating to cloud computing software through the PHMSA IRP Rider.
[bookmark: _Toc141865315][bookmark: _Toc102143566]Objection No. 10: The Staff Report erred by not expressly recommending that all incentive compensation tied to achievement of financial performance should not be collected from consumers via the PHMSA IRP Rider. 
[bookmark: _Toc2936405][bookmark: _Toc102143397][bookmark: _Toc102143606]In the Staff Report, the PUCO Staff recommends that the Company exclude from recovery within this rider all capitalized incentive compensation “solely” attributable to financial performance.[footnoteRef:28] OCC applauds Staff for its attempt to ensure that the PHMSA IRP Rider does not include collection of financial performance incentives. (OCC has objected to including these expenses in rates for many years). However, OCC objects to Staff’s limiting word “solely.” The use of the word “solely” could potentially permit collection of financial performance incentives that are combined with other performance incentives. The PUCO should simply state that Columbia may not collect financial performance incentives in any fashion via the PHMSA IRP Rider. Consumers should not pay rates that include awards or other benefits to Columbia’s employees for achievement of financial performance goals. Those goals benefit only Columbia’s shareholders and employees. They do not provide a direct and primary benefit to consumers. [28:  Staff Report at 13.] 


[bookmark: _Toc141865316]IV.	CONCLUSION
To protect consumers from paying unjust, unreasonable and unlawful PHMSA IRP Rider rates, OCC respectfully requests that the PUCO adopt OCC’s recommendations as set forth in these objections. 
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