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OBJECTION TO THE STAFF REPORT OF INVESTIGATION, INCLUDING THE PRUDENCE REPORT OF BLUE RIDGE CONSULTING SERVICES, INC. THAT IS ADOPTED BY REFERENCE, AND SUMMARY OF MAJOR ISSUES OF INDUSTRIAL ENERGY USERS-OHIO


Under R.C. 4909.19, R.C. 4929.05, R.C. 4929.111, and Rule 4901:1-19-07(F), Ohio Administrative Code (“OAC”), and the Attorney Examiner’s Entry dated September 19, 2018, Industrial Energy Users-Ohio (“IEU-Ohio”) hereby files its Objection to the Staff Report of Investigation (“Staff Report”), including the Prudence Report of Blue Ridge Consulting Service, Inc. (“Blue Ridge Report”), in the above-captioned matter.  In this proceeding, Columbia Gas of Ohio (“COH”) seeks authorization to begin to amortize a deferred asset for plant additions for which it received accounting authority in In the Matter of the Application of Columbia Gas of Ohio, Inc. for Approval to Implement a Capital Expenditure Program, Case Nos. 11-5351-GA-UNC, et al., (“CEP I”) and In the Matter of the Application of Columbia Gas of Ohio, Inc. for Approval to Implement a Capital Expenditure Program, Case Nos. 12-3221-GA-UNC, et al. (“CEP II”).  Blue Ridge Consulting, Inc. (“Blue Ridge”) issued its report on September 4, 2018.  The Staff filed the Staff Report incorporating the findings of Blue Ridge with the Public Utilities Commission of Ohio (“Commission”) on September 14, 2018.  The Staff Report provides the findings of the Commission Staff (“Staff”) regarding the application for authority to increase rates for distribution service filed by Columbia on December 1, 2017, as amended and supplemented.  
IEU-Ohio submits the following objection to the Staff Report.  In submitting the Objection listed below, IEU-Ohio specifically reserves the right to contest, through presentation of documentary evidence, testimony, or cross examination, issues on which the position of Staff or Blue Ridge Consulting, Inc., changes or which are newly raised, between the issuance of the Staff Report and the Blue Ridge Report and the closing of the record. 
I. OBJECTION 
[bookmark: _Hlk501630722]The Staff Report’s recommendation that the Commission adopt a rate of return based on a return on equity of 10.39% violates Ohio law and proper rate making practices.  Instead of the recommended return on equity of 10.39%, the Commission should incorporate a return on equity of no more than 8.8% to 9.8%.
In its Amended Application, COH seeks recovery for its CEP deferral as well as the corresponding assets to which the deferral expenses are attributable by computing a revenue requirement based on cumulative net investment through December 31, 2017.  Amended Application, Exhibit A at 5 (Apr. 2, 2018).  As part of the revenue requirement, COH seeks to include a grossed-up rate of return on the Net CEP investment of 10.95%, which would be adjusted to 9.52% to account for a reduction of federal corporate income tax rate.  Id.  The proposed rate of return is based on the rate of return approved in COH’s last rate case.  The approved rate of return includes a return on equity of 10.39%.  In the Matter of the Application of Columbia Gas of Ohio, Inc., for Authority to Amend Filed tariffs to Increase the Rates and Charges for Gas Distribution Service, Case Nos. 08-72-GA-AIR, at al., Opinion and Order at 7 (Dec. 3, 2008).  
The Staff Report adopts COH’s rate of return, adjusted for the change in the federal income tax rate.  Staff Report at 8 and Attachment, page 1 at line 16.
The recommended return on equity of 10.39% is unreasonable because it far exceeds the level necessary to compensate COH investors as demonstrated by returns on equity for comparable companies, the levels recommended recently by Commission staff, and the lowered risk associated with current recovery of the cost of assets.  Based on these considerations, a return on equity in the range of 8.8% to 9.8% is reasonable.  If the return on equity is adjusted to 8.8% to 9.8%, the revenue requirement is reduced to $67,199,740 to $69,628,931.
1. STATEMENT OF MAJOR ISSUES
1. Should the return on equity used to determine the revenue requirement be in the range of 8.8% to 9.8%?
2. Should the revenue requirement be reduced to $67,199,740 to $69,628,931?
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CERTIFICATE OF SERVICE

In accordance with Rule 4901-1-05, Ohio Administrative Code, the PUCO’s e‑filing system will electronically serve notice of the filing of this document upon the following parties.  In addition, I hereby certify that a service copy of the foregoing Objection to the Staff Report of Investigation, Including the Prudence Report of Blue Ridge Consulting Services, Inc. that is Adopted by Reference, and Summary of Major Issues of Industrial Energy Users-Ohio was sent by, or on behalf of, the undersigned counsel for Ohio Gas Company, to the following parties of record this 15th day of October 2018, via electronic transmission.
/s/ Frank P. Darr		
	Frank P. Darr
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