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I.
INTRODUCTION

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

A1.
My name is Steven B. Hines.  My business address is 10 West Broad Street, Suite 1800, Columbus, Ohio 43215-3485.  I am employed by the Office of the Ohio Consumers’ Counsel (“OCC” or “Consumers’ Counsel”) as a Principal Regulatory Analyst.

Q2.
WHAT IS YOUR EDUCATIONAL BACKGROUND?

A2.
I earned a Master of Business Administration degree from Ashland University in 2000.  I also earned a Master of Arts degree from The Ohio State University in 1981 and a Bachelor of Fine Arts degree from Ohio University in 1978.

Q3.
PLEASE SUMMARIZE YOUR WORK EXPERIENCE.

A3.
I joined the OCC in April 1984 as an Investigator I.  During the course of my employment at OCC, I have held the positions of Investigator II, Utility Rate Analyst III, Utility Rate Analyst Supervisor, Regulatory Analyst, Senior Regulatory Analyst and Principal Regulatory Analyst.  My current duties as a Principal Regulatory Analyst include research, review and analysis of utility applications for increases in rates through base rates, riders and gas cost recovery filings.  I also participate in special projects and investigations, and provide training on technical issues when necessary.
Q4.
HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY OR TESTIFIED BEFORE THIS COMMISSION?

A4.
Yes.  I have submitted testimony or testified before the Public Utilities Commission of Ohio (“PUCO” or “Commission”) in the cases listed in Attachment SBH-A.

Q5.
WHAT DOCUMENTS HAVE YOU REVIEWED IN THE PREPARATION OF YOUR TESTIMONY?

A5.
For the current case, I reviewed relevant parts of Duke Energy of Ohio’s (“Duke” or “Utility”) Application, Standard Filing Requirements and associated workpapers, Duke’s testimony, the PUCO Staff Report of Investigation (“Staff Report”) and associated workpapers, and Duke’s responses to PUCO Staff Data Requests and OCC discovery.  I also reviewed relevant documents and Opinions and Orders from other proceedings.

II.
PURPOSE OF TESTIMONY

Q6.
WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

A6.
My testimony will support OCC Objection 31 to the Staff Report and address the issues raised by that objection.  Specifically, I will address OCC’s objection to the Staff Report related to the re-approval of the Accelerated Main Replacement Program (“AMRP”) addressed by the Staff on pages 69-71 of the Staff Report.  The AMRP is a program Duke charges customers for accelerating the replacement of case iron and bare steel mains and services.
Q7.
PLEASE SUMMARIZE YOUR RECOMMENDATIONS RELATED TO THIS ISSUE.

A7.
With regard to the re-approval of the Accelerated Main Replacement Program, I recommend that the cumulative residential AMRP rate caps continue through Year 2016.  Specifically the residential AMRP rate for the remaining term of the AMRP should be no more than $1.00 for 2012, $2.00, for 2013, $3.00 for 2014, $4.00, for 2015 and $5.00 for 2016.
III.
RIDER AMRP RESIDENTIAL RATE CAPS
Q8.
IS DUKE ASKING FOR RE-APPROVAL OF ITS ACCELERATED MAIN REPLACEMENT PROGRAM IN THIS CASE?
A8.
Yes.  As stated in Duke’s Application, the Utility is requesting the Commission re-approve its AMRP with certain changes to its current Rider AMRP.

Q9.
WHAT CHANGES IS DUKE PROPOSING TO ITS CURRENT RIDER AMRP?

A9.
Duke is proposing to make two changes to its current Rider AMRP.  First, Duke is proposing that it be allowed to charge customers for the costs of relocation of interior gas meters to a suitable exterior location.  Second, Duke proposes to eliminate the current caps that limit the AMRP rate each year that can be recovered from residential and interruptible customers.

Q10.
DID THE STAFF REPORT ADDRESS EITHER OF THESE TWO CHANGES?

A10.
Yes.  The PUCO Staff addressed the recovery of costs for the relocation of interior gas meters to an exterior location, but the Staff did not address the elimination of the current rate caps for residential and interruptible customers.
  The silence of the Staff on this issue is a tacit acquiescence to potential higher rates for residential and interruptible customers of Duke.
Q11.
DO YOU AGREE WITH THE STAFF’S RECOMMENDATION CONCERNING METER RELOCATIONS?
A11.
I do not object to the Staff’s recommendation with regard to meter relocations. The Staff specifically recommends that the cost of relocating inside meters be eligible for collection from customers, through Rider AMRP, only in cases where Duke plans to have the meter connected to a high pressure distribution system within two years after moving the meter outside.  Furthermore, this is a provision that has been approved by the Commission in two other proceedings involving Dominion East Ohio and Columbia Gas of Ohio, Inc.

Q12.
DO YOU AGREE WITH THE STAFF’S ACCEPTANCE OF DUKE’S PROPOSAL TO ELIMINATE THE CURRENT AMRP RATE CAPS?

A12.
No.  I disagree with the Staff’s failure to address Duke’s proposal to eliminate the current AMRP rate caps.
Q13.
PLEASE DESCRIBE THE AMRP RESIDENTIAL RIDER RATE CAPS AND HOW AND WHEN THEY WERE PUT IN PLACE?

A13.
The establishment of the Rider AMRP residential rate caps were the result of a Stipulation and Recommendation (“Stipulation”) in Case No. 01-1228-GA-AIR which gave rise to the initial AMRP program.  Duke’s AMRP has had a rate cap since that first case.  The Stipulation in Case No. 01-1228-GA-AIR, which was approved by the Commission, dictated that the monthly AMRP rates for residential customers would not increase more than a dollar ($1.00) for each program year from 2002 through 2007.
  (See Attachment SBH-B.)
The Utility then filed another rate case in 2007, which reset the AMRP Rider rates back to zero.  The Stipulation and Recommendation in that case maintained the concept of the rate caps but with a modification.
  The modification was that the residential caps on the monthly AMRP rate were cumulative instead of incremental.  The result was that the cumulative residential AMRP rate was capped at $1.30 for 2008, $2.60 for 2009, $3.90 for 2010, and $5.20 for 2011.  For each Year 2012 through 2018, the cumulative rate was scheduled to increase by $1.00 each year.  Therefore, the AMRP rates for residential customers were capped at $6.20, $7.20, 8.20, $9.20, $10.20, $11.20, and $12.20, respectively, for each year 2012 through 2018.  The change to cumulative caps allowed Duke to defer any costs from prior years which exceeded the rate cap for recovery in the subsequent year but retained the concept that the maximum AMRP rates each year would be $1.00 higher in each subsequent year.  (See Attachment SBH-C.)  The Stipulation in Case No. 10-2788-GA-RDR reiterated that the annual caps for the remaining term of the AMRP would be $6.20, $7.20, $8.20, $9.20 and $10.20, respectively for each year 2012 through 2016.
  (See Attachment SBH-D.)
Q14.
IN THE PENDING CASE TO ADJUST ITS RIDER AMRP RATES, WHAT IS DUKEPROPOSING WITH REGARD TO THE RATE CHARGED TO RESIDENTIAL CUSTOMERS?  
A14.
In its pending AMRP case, Duke assumes that a decision in this rate case has already been rendered re-approving the AMRP and rolling all previous AMRP investment into base rates.  Thus, Duke has reset the AMRP rate back to zero.  In its pending AMRP case, Duke is now proposing a $1.08 per month charge for residential customers to become effective May 1, 2013.

Q15.
WHY IS DUKE PROPOSING TO ELIMINATE THE AMRP RATE CAPS FOR ITS RESIDENTIAL CUSTOMERS?

A15.
None of Duke’s witnesses explained in their testimony why Duke is proposing to eliminate the AMRP Rate Caps.  However, Duke’s response to OCC discovery as to why it is proposing to eliminate the current rate caps is that the Utility anticipates completing its AMRP by December 31, 2015.
  This is in line with the Stipulation in Case No. 10-2788-GA-RDR, which stated that Duke shall wind down and terminate the AMRP as of December 31, 2015.
  In the response to OCC discovery, Duke further responded that introducing arbitrary caps on the rates under Rider AMRP may require an unnecessary delay in completing the program as the Utility may be required to limit activity in a given year to stay under an arbitrary cap.
  (See Attachment SBH-E.)

Q16.
DO YOU AGREE WITH DUKE’S PROPOSAL TO ELIMINATE THE AMRP RATE CAPS?

A16.
No.  The Stipulation in Duke AMRP Case No. 10-2788-GA-RDR states that Duke shall be allowed to seek recovery of AMRP costs from customers through the end of December 31, 2015, by way of capped annual AMRP rates for the remaining term of the AMRP.
  As stated in the Stipulation, Duke is required to file an AMRP Application no later than February 28, 2016, to true-up and complete the allowable recovery for capital additions related to replacements under the AMRP.

The Stipulation in Case No. 10-2788-GA-RDR was signed by the Staff, OCC and Duke, and was filed on April 8, 2011.  On pages 6 and 7 of the Stipulation, the parties agreed that not only would the AMRP program be terminated by December 31, 2015, but also that the $1.00 difference in AMRP rate caps from year to year should continue to be applied for each program year through Year 2016.  Hence, the wind-down date of December 31, 2015, was already agreed to by Duke when the current rate caps were in place.  The Stipulation in the 2010 AMRP case shows that Duke was not only planning to wind down the AMRP by December 31, 2015, but was also willing to adhere to the residential rate caps established in Case No. 07-589-GA-AIR for the duration of the wind-down period.

This Stipulation was approved by the Commission in its Opinion and Order filed May 4, 2011.  Based on the agreed upon limitations in that Stipulation, it is inappropriate for Duke to propose that the AMRP be reauthorized without the caps because this program has operated with caps since its inception.
  If the Commission approves Duke’s proposal in the pending rate case, Duke would be in clear violation of the agreement that was approved in Case No. 10-2788-GA-RDR. In addition, as a result of Duke’s most recent rate case, the AMRP was re-authorized by the PUCO with caps.
  Furthermore, I found no evidence in this case that the program cannot be completed by December 31, 2015, with continuation of the caps currently in place.
Q17.
WHAT DO YOU RECOMMEND WITH REGARD TO THE RESIDENTIAL RATE CAPS?

A17.
I recommend that the Commission uphold the Stipulation and Recommendation it approved and order Duke to retain the annual differential of $1.00 in the cumulative rate cap for residential customers through Year 2016 as is dictated by the Stipulation in Case No. 10-2788-GA-RDR.
  As I previously stated, this Stipulation established the parties’ agreement that the AMRP would terminate by December 31, 2015, and that the residential rate caps established in Case No. 07-589-GA-AIR would remain in place for the duration of the wind-down.  I specifically recommend that the AMRP be re-authorized with an initial monthly AMRP rate for 2012 of up to a $1.00 for residential customers and a maximum monthly AMRP rate of $2.00 for 2013, $3.00 for 2014, $4.00 for 2015 and $5.00 for 2016, until the AMRP is terminated on December 31, 2015.
Therefore, the initial monthly AMRP rate for Duke’s residential customers for 2012 should be, at the maximum, $1.00 (instead of $1.08 as Duke has proposed in Case No. 12-3028-GA-RDR).  Assuming that the initial monthly AMRP rate is set at the maximum of $1.00, the AMRP rate for 2013 should be no higher than $2.00.  For 2014 the AMRP rate should be no higher than $3.00.  For 2015 the AMRP rate should be no higher than $4.00 and for 2016, the AMRP rate should be no higher than $5.00.  Without this rate cap on the annual AMRP Rider amount, there would be no limit on the AMRP Rider rates that Duke could request in future AMRP Rider cases.  For residential customers, a rate cap on the annual AMRP Rider amount helps to balance the need to maintain reasonable rates with the need to complete the AMRP program on a timely basis.
IV.
CONCLUSION

Q18.
DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME?

A18.
Yes.  However, I reserve the right to incorporate new information that may subsequently become available through outstanding discovery or otherwise.  I also reserve the right to supplement my testimony in the event that PUCO Staff fails to support the recommendations made in the Staff Report and/or changes any of its positions made in the Staff Report.
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ATTACHMENT   SBH-A

UTILITY TESTIMONY OF

STEVEN B. HINES

(
Establishment of an Appropriate Recovery Method for Percentage of Income Payment Plan Arrearages – Case No. 87-244-GE-UNC*

(
Eastern Natural Gas Company – Case No. 89-1714-GA-AIR*

(
Columbia Gas of Ohio, Inc. – Case Nos. 91-195-GA-AIR, 92-18-GA-GCR and            94-987-GA-AIR*

(
Monongahela Power Company – Case No. 91-1610-EL-AIR 

(
Ohio American Water Company – Case Nos. 92-2299-WW-AIR, 95-935-WW-AIR,    01-626-WW-AIR, 03-2390-WS-AIR, 06-433-WS-AIR, 07-1112-WS-AIR,                   09-391-WS-AIR* and 11-4161-WS-AIR

(
East Ohio Gas Company – Case No. 93-2006-GA-AIR*

(
Consumers Ohio Water Company – Case No. 95-1076-WW-AIR 

(
Cincinnati Gas & Electric Company – Case Nos. 95-656-GA-AIR*, 03-218-GA-GCR*, 05-218-GA-GCR and 01-1228-GA-AIR Calendar Year 2005).

(
East Ohio Gas Company d/b/a Dominion East Ohio – Case Nos. 02-219-GA-GCR, 
05-474-GA-ATA* and 07-829-GA-AIR

·       Aqua Ohio, Inc. – Case No. 07-564-WW-AIR, 09-560-WW-AIR and 

           09-1044-WW-AIR 

·      Duke Energy Ohio, Inc. – Case Nos. 07-589-GA-AIR and 08-1250-GA-UNC

·       Mohawk Utilities, Inc. – Case No. 07-981-WW-AIR

      * Cases where testimony before the Public Utilities Commission of Ohio was presented and subject to cross examination

� Application Volume 1 at 4 (July 9, 2012).


� Id.


� The Staff Report of Investigation at 70-71 (January 4, 2013).


� In re Dominion East Ohio Pipeline Infrastructure Replacement Program Extension, Case No. 11-2401-GA-ALT, Opinion and Order at 4-5 (August 3, 2011); See also In re Columbia Gas of Ohio, Inc. Infrastructure Replacement Program Extension, Case No. 11-5515-GA-ALT, Opinion and Order at 7 (November 28, 2012).


 


� In the Matter of the Application of the Cincinnati Gas & Electric Company for an Increase in Gas Rates in its Service Area et al., Case No. 01-1228-GA-AIR, Stipulation and Recommendation at Stipulation Exhibits 3 and 4 (April 17, 2002).


� In the Matter of the Application of Duke Energy Ohio, Inc. for an Increase in Rates et al., Case No. 07-589-GA-AIR, Stipulation and Recommendation at Stipulation Exhibit 4 at 3 (February 28, 2008).


� In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates, Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 7 (April 8, 2011).


� In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates, Case No. 12-3028-GA-RDR, Pre-Filing Notice, Tab 3 – PFN Exhibit 3 – Proposed Tariff Sheets (November 30, 2012).


� Duke response to OCC Interrogatory No. 249.


� In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates, Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 6 (April 8, 2011).


� Duke response to OCC Interrogatory No. 249.


� In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates, Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 7 (April 8, 2011).


� In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates, Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 6 and 7 (April 8, 2011).


� Case No. 01-1221-GA-AIR Stipulation and Recommendation at Stipulation Exhibits 3 and 4 (April 17, 2002).


� In the Matter of the Application of Duke Energy Ohio, Inc. for an Increase in Rates et al., Case No. 07-589-GA-AIR, Stipulation and Recommendation at Stipulation Exhibit 4 at 3 (February 28, 2008).


� In the Matter of the Annual Application of Duke Energy Ohio for an Adjustment to Rider AMRP Rates, Case No. 10-2788-GA-RDR, Stipulation and Recommendation at 7 (April 8, 2011).






