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[bookmark: _Toc94330393][bookmark: _Toc94330429][bookmark: _Toc383942128]I.	INTRODUCTION AND PURPOSE	
Q.	PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
A.	My name is Peggy A. Laub.  My business address is 139 East Fourth Street, Cincinnati, Ohio 45202.
Q.	BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
A.	I am employed by the Duke Energy Business Services LLC, an affiliate service company of Duke Energy Ohio, Inc., (Duke Energy Ohio or Company) as Director, Rates and Regulatory Strategy. 
Q.	ARE YOU THE SAME PEGGY A. LAUB WHO FILED DIRECT TESTIMONY IN THESE PROCEEDINGS?
A.	Yes.
Q.	WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTIMONY?
A.	On March 31, 2014, the Company reached a Stipulation and Recommendation (Stipulation) with staff (Staff) of the Public Utilities Commission of Ohio (Commission) and the Office of the Ohio Consumers’ Counsel (OCC) (collectively, Signatory Parties).  The Stipulation resolves all of the issues in these proceedings, relating to the Accelerated Main Replacement Program (AMRP), as among the Signatory Parties.  I will discuss and support the reasonableness of the Stipulation and demonstrate that (1) the Stipulation is the product of serious bargaining among capable, knowledgeable parties, (2) the Stipulation does not violate any important regulatory principle or practice, and (3) the Stipulation is a just and reasonable resolution of the issues that, as a package, will benefit ratepayers and the public interest.  I will also support the reasonableness of the allocation of the AMRP revenue requirement among Duke Energy Ohio’s rate classes.
[bookmark: _Toc94330394][bookmark: _Toc94330430][bookmark: _Toc383942129]II.	DISCUSSION OF THE STIPULATION	
Q.	PLEASE GENERALLY DESCRIBE THE STIPULATION.
A.	I have reviewed the Stipulation and was involved in the discussions reaching resolution.  The Stipulation represents a resolution of all issues among the Signatory Parties, relating to the Company’s application for an increase in the rate for Rider AMRP.  Duke Energy Ohio accepted all comments raised by the Signatory Parties.  The Stipulation thus sets forth the revenue requirement to which the Company is entitled under Rider AMRP.  Further, in the Stipulation, the Signatory Parties agree to the billing determinants, allocation, and rates to be charged under Rider AMRP.
Q.	WHAT SPECIFIC COMMENTS BY SIGNATORY PARTIES HAVE BEEN ACCEPTED BY THE COMPANY?
A.	OCC, in its comments, pointed out that the calculations reflected in the Application relied upon incorrect depreciation accrual rates.  Duke Energy Ohio had mistakenly used the depreciation accrual rates from the application in its previous distribution rate case (Case No. 07-589-GA-AIR, et al., (2007 Rate Case)), rather than those recommended by Staff in its report in Case No. 12-1685-GA-AIR, et al. (2012 Rate Case), as it had stipulated to do.  Duke Energy Ohio agreed with that correction.  The corrected calculation is reflected in the Stipulation.  Staff had no comments that needed to be resolved.
  Q.	PLEASE DESCRIBE ANY COMMENTS THAT HAVE NOT BEEN RESOLVED.
A.	Although it offers no criticism of the overall Rider AMRP revenue requirement, the Ohio Manufacturers’ Association Energy Group (OMA) filed comments addressing what it perceives to be the “unsupported and unreasonable” allocation of the Rider AMRP revenue requirement among the rate classes.  I will discuss this in more detail below.
Q.	DOES THE STIPULATION REPRESENT THE PRODUCT OF SERIOUS BARGAINING AMONG CAPABLE, KNOWLEDGEABLE PARTIES?
A.	Yes.  The Signatory Parties regularly participate in numerous proceedings before the Commission, are knowledgeable in regulatory matters, and were represented by experienced, competent counsel and subject matter experts.  The issues raised by the Signatory Parties in these proceedings were all addressed in the Stipulation.  For these reasons, I believe that the agreed-upon Stipulation resulted from thorough analysis, discussion, and understanding among capable parties with divergent interests and, therefore, represents the product of the efforts of capable, knowledgeable parties.
Q.	DOES THE STIPULATION VIOLATE ANY REGULATORY PRINCIPLE OR PRACTICE?
A.	No.  Based on the advice of counsel, my understanding is that the Stipulation complies with all relevant and important regulatory principles and practices.  Based upon my experience with regulatory matters, my involvement in these proceedings, and my examination of the Stipulation, I have also concluded that the Stipulation does not violate any regulatory ratemaking principle.
Q.	DOES THE STIPULATION BENEFIT CONSUMERS AND THE PUBLIC INTEREST?
A.	Yes.  The Stipulation demonstrates that stakeholders representing different interests in the Duke Energy Ohio service territory have examined information relevant to the Company’s Rider AMRP and the rates to be charged thereunder.  The public interest is served when such parties intervene and represent diverse interests in examining the record and ensuring that regulatory requirements are met.
Q.	IS THE STIPULATION A JUST AND REASONABLE RESOLUTION OF THE ISSUES?
A.	Yes.  The Stipulation continues the ability of the Commission to encourage the improvement of pipeline safety in the state of Ohio and, thus, is beneficial to consumers and the public.  It is consistent with (1) established regulatory principles and practices, (2) commitments made in prior Commission decisions involving the relevant issues, and prior Commission determinations as to Rider AMRP rates, including the allocation of the Rider AMRP revenue requirement among rate classes.  It also represents a timely and efficient resolution of the issues raised in these proceedings, following thoughtful deliberation and discussion by the Signatory Parties.
Q.	DO YOU BELIEVE THE STIPULATION MEETS THE THREE-PART TEST REGARDING CONSIDERATION OF STIPULATIONS AND THEREFORE SHOULD BE ADOPTED BY THE COMMISSION?
A.	Yes, I do.
Q.	DOES THE STIPULATION RESOLVE ALL OF THE ISSUES IN THESE PROCEEDINGS?
A.	Yes, as among the Signatory Parties.
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Q.	ARE YOU FAMILIAR WITH THE COMMENTS FILED BY OMA IN THESE PROCEEDINGS?
A.	Yes.
Q.	PLEASE ELABORATE UPON OMA’S CLAIM THAT THE ALLOCATION OF COSTS BETWEEN RESIDENTIAL AND NON-RESIDENTIAL RATEPAYERS IS UNREASONABLE.
A.	 The stipulation in Duke Energy Ohio’s 2012 Rate Case included a limitation on the allowable increases in Rider AMRP rates to be charged to residential ratepayers.  As a matter of fact, OMA was a party to the case and did not oppose the stipulation.  The stipulation required that incremental Rider AMRP rates for residential customers could increase no more than $1.00 per bill, from one year to the next.  During 2013, the Commission-approved residential Rider AMRP rate was $1.00 per bill, meaning that the rate could increase to no more than $2.00 per bill in the current year.  Indeed, the Application in these proceedings calculates residential rates that would be higher than $2.00 per bill.  Therefore, the stipulated cap on residential increases was effectuated.
		OMA contrasts the residential increase with the increase applicable to non-residential customers, stating that, “in stark contrast,” the non-residential rate would increase from $10.33 per bill, to $20.92 per bill.  
Q.	IS OMA CORRECT IN THIS ASSERTION?
A.	No.  There is no “stark contrast,” using OMA’s words, between the residential increase and the non-residential increase.  Residential and non-residential rates will be increased almost identical percentages.  Indeed, without the cap, the average residential increase percentage would be approximately 29 percent greater than the average non-residential increase percentage.  
Q.	PLEASE ELABORATE UPON OMA’S ASSERTION THAT DUKE ENERGY OHIO HAS ATTEMPTED TO SHIFT RIDER AMRP COSTS ONTO NON-RESIDENTIAL CUSTOMERS.
A.	OMA asserts, in its comments, that the residential cap leaves the Company unable to charge residential customers an amount necessary to cover the AMRP costs and that, therefore, the Company has attempted to “shift” those costs to non-residential customers.  This is entirely false and misleading.  The attachment to the Stipulation, which is an updated version of Schedule 24 to the Application, details the calculation of the proposed AMRP charges.  The residential charge and the non-residential charge are both calculated before application of the cap.  The cap merely serves to reduce the residential charge to $2.00 per bill, regardless of any excess that may have been calculated.  To the extent the allocation of the Rider AMRP revenue requirement to residential exceeds the amount of revenue Duke Energy Ohio collects from residential customers is a burden shouldered exclusively by shareholders.  None of the overage is shifted to any other class for recovery and none is deferred for future recovery.
Q.	PLEASE ELABORATE UPON OMA’S CLAIM THAT THE COMPANY’S ALLOCATION IS UNSUPPORTED AND UNREASONABLE.
A.	It is important to recognize that OMA does not reference the allocation of the revenue requirement, which is what is generally discussed with regard to rate design.  Rather, OMA claims that “the manner in which Duke has allocated the costs of its proposed rider AMRP incrcrease is unsupported and unreasonable.”  OMA attempts to support this claim by simply pointing to the alleged disparate bill impact on residential and non-residential customers.  These typical bill comparisons include the rate design agreed to in the stipulation approved in the 2012 Rate Case. 
Q.	WHY DID THE COMPANY ALLOCATE THE REVENUE REQUIREMENT AS SHOWN IN THE APPLICATION AND THE STIPULATION?
A.	In the Company’s 2007 Rate Case, the parties stipulated to the percentages of the AMRP revenue requirement that should be allocated to the various classes, for each annual update of Rider AMRP.  The stipulation in the most recent Duke Energy Ohio rate case, the 2012 Rate Case, stated that the Rider AMRP “revenue requirement calculation and procedural timelines” would remain as had been previously approved, except as specifically modified.  There was no provision of the stipulation in the 2012 Rate Case that modified these allocation percentages.  This stipulation was approved by the Commission.
Q.	WAS THE CAP ON THE RESIDENTIAL RIDER AMRP CONTINGENT ON THE ALLOCATION OF THE RIDER AMRP REVENUE REQUIREMENT?
A.	Yes.  If the allocation of Rider AMRP revenue requirement, approved by the Commission in the 2007 Rate Case, had been modified in such a way as to shift more of the revenue requirement to residential customers, the Company could not have agreed to the cap.  As I discussed earlier, to the extent the cap limits the Company’s ability to fully recover the revenue requirement allocated to residential customers, the difference is borne by shareholders.  Duke Energy Ohio’s willingness to accept the cap is, thus, contingent on the allocation factors that have been used since the 2007 Rate Case.  
Q.	HAS THE STIPULATION IN THE 2012 RATE CASE BEEN APPLIED TO THE ADJUSTMENT OF RIDER AMRP RATES PRIOR TO THE PRESENT PROCEEDINGS?
A.	Yes.  The last annual Rider AMRP adjustment proceedings, Case No. 12-3028-GA-RDR, et al. (2012 Adjustment Case), overlapped with the consideration of the 2012 Rate Case.  The stipulation reached by the parties in the 2012 Adjustment Case thus included Rider AMRP rates to be charged prior to the conclusion of the 2012 Rate Case and, also, Rider AMRP rates to be charged after the Commission’s approval of the stipulation in the 2012 Rate Case.  The latter rates were, therefore, based upon the terms of the 2012 Rate Case stipulation.
  Q.	PLEASE EXPLAIN HOW THE 2012 RATE CASE STIPULATION IMPACTED ALLOCATION OF THE AMRP REVENUE REQUIREMENT.
A.	It had no impact on allocation other than the fact that the continuation of the allocation factors was integral to the Company’s willingness to accept the residential rate cap in the stipulation approved in the 2012 Rate Case.  In the 2012 Adjustment Case, the Commission approved the parties’ stipulation, with two sets of Rider AMRP rates: one set of rates applicable prior to approval of the 2012 Rate Case stipulation and one set applicable after that approval.  The allocation percentages for those two sets of rates were identical.  It is, thus, clear that the intent was that 2012 Rate Case stipulation would not change the allocation.
Q.	HOW DOES THE ALLOCATION METHODOLOGY USED IN THE PRESENT PROCEEDINGS COMPARE TO THAT PREVIOUSLY APPROVED?
A.	The allocation percentages used here are identical to those included in the stipulation approved in the 2007 Rate Case and the 2012 Rate Case, as well as those used in the Rider AMRP rate adjustment proceedings that were based on those rate cases.
[bookmark: _Toc383942131]IV.	CONCLUSION	
Q.	DOES THIS CONCLUDE YOUR SUPPLEMENTAL DIRECT TESTIMONY?
A.	Yes.
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