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The Office of the Ohio Consumers’ Counsel (“OCC”) submits comments in response to the Entry issued by the Public Utilities Commission of Ohio (“PUCO” or “Commission”) on May 7, 2008, in this proceeding.  OCC is the state agency that represents Ohio’s residential utility consumers.  The Entry set forth proposed rules on “the standard filing requirements for applications requesting an increase in rates pursuant to Section 4909.18, Revised Code, all complaints filed under Section 4909.34, Revised Code, and all petitions filed under Section 4909.35, Revised Code.”
 

OCC appreciates the PUCO Staff’s efforts regarding the proposed rules.  There are several proposed rules that the Commission should revise in order to ensure that the Commission and interested stakeholders have adequate information to properly examine applications for rate increases.  In these comments, OCC makes several recommendations regarding the proposed rules.

I.
Chart(s) of accounts and supporting explanations and details
It has become more common for utilities to use a Charts of Accounts for financial reporting purposes that is different from the Uniform System of Accounts  (“USOA”) prescribed by the Commission for each utility.  Thus, a utility may need to convert accounting data as presented for financial reporting (i.e., non-USOA accounts) into USOA accounts for presentation of that data in the standard filing requirement schedules.   

A recent example of the difficulties caused by this practice was discussed extensively in the Financial Audit of Dominion East Ohio Gas Company (“DEO”) submitted by the PUCO Staff’s consultant, Blue Ridge Consulting Services (“Blue Ridge”).
  There, Blue Ridge found: 

The Company uses a different Chart of Accounts for financial reporting purposes from the one used for regulatory purposes.  This difference caused some difficulty in preparing the various comparisons of both the 2007 test year values and the 2007 budget to the prior five years of actual results….  In the normal course of business, DEO maintains its financials records in a Chart of Accounts structure the Company calls “natural” accounts.  This structure is Company-specific and is designed to work with DEO’s SAP and Hyperion systems.

Blue Ridge noted that DEO’s “SAP natural accounts for all balance sheet and revenue accounts are purportedly direct-mapped or converted to FERC accounts monthly to facilitate the preparation of the Company’s regulatory financial reports.”
  Nevertheless, Blue Ridge determined that some discrepancies exist:

The Company’s natural and FERC income statements resulted in the same net income amounts by month and year.  However, differences may exist between total Operating Revenue and total Operating Expenses due to how revenue and expense is classified for GAAP and FERC reporting purposes.  For example, income tax expense and deferred income tax expense is included above the line in Operating Expenses for FERC reporting purposes and below the line for GAAP purposes.  Additionally, inter-company transactions appear to be eliminated for FERC reporting purposes.

DEO was also granted a waiver for certain projected accounting data in its rate case, since the utility does not plan or forecast by FERC accounts.
   In addition, Columbia Gas of Ohio was recently granted a similar waiver since it “does not budget by FERC account.”
   It is also OCC’s understanding, gained through discovery in rate cases, that several other regulated gas and electric companies use non-USOA accounting systems that require conversion of data to USOA for regulatory presentation.

The conversion of accounting data from non-USOA to USOA can impact date certain amounts, as obtained from balance sheets, and test year revenue and expenses, as obtained from income statements.  For example, for a gas or electric utility that does not budget expenses based on the FERC accounts, comparability may not exist between the test year months of actual and estimated data by account.   There may also be lack of comparability of test year data by account to prior years.  As was noted in the DEO gas rate case:

Blue Ridge found DEO’s direct-mapping process confusing to replicate and noted that some of the natural accounts did not map to the corresponding FERC account according to the SAP direct-map table provided in discovery.  These differences make account comparison between FERC and SAP statement difficult without Company-prepared reconciliation explaining the differences.

Blue Ridge recommended that “[f]or future rate case applications, the Company should provide reconciliations that tie the natural account income statements to the FERC income statements with explanations supporting all adjustments made outside the direct-mapping and tracing process to produce the FERC income statements.”

To facilitate review of rate case applications, OCC recommends changes to the SFR rules that recognize the following:

· It is important for the utility to provide an explanation of how its use of different charts of accounts impacts the schedules filed in the rate case.  

· It is essential that there be an understanding of the method the utility used to convert non-USOA account data to USOA account data.

· To confirm comparability and proper conversion of accounting data, a utility should be able to reconcile non-USOA account data to USOA account data and explain any differences.

·  It is essential that there be an understanding of the basics of the utility’s accounting system software and how it supports the use of different Charts of Accounts and conversion of accounting data for regulatory purposes.

Under current, and Staff’s proposed, rules, a utility is required to “make available to the PUCO Staff on the first day of the field audit”
 its Chart of Accounts.
  OCC recommends that the Commission require provision of the Chart of Accounts, with an expansion of details if non-USOA accounts are used, as an item which the utility must deliver to the utilities department, rate case manager, at the time of the filing of the application.
  Requiring this at the time of filing recognizes the importance of understanding the accounts used by the utility in review of the rate application.  

Therefore, OCC recommends the following changes to Staff’s proposed rules (proposed additions are in bold):

· In Appendix A, Chapter II, Standard Filing Requirements, Large Utilities, Page II-2 (13), (A) General Instructions:

(2)
Applicability

In completing the schedules, each utility must follow the account classification as provided in the “Uniform System of Accounts” prescribed for each utility.  If a utility uses a different chart of accounts for financial reporting purposes from the “Uniform System of Accounts” it uses for regulatory purposes, the utility must provide such detail about the two charts of accounts as required under paragraph (C)(26) of Chapter II of this appendix.

· In Appendix A, Chapter II, Standard Filing Requirements, Large Utilities, Page II-22 (29), (C) Supplemental Information, add the following as new II(C)(26) on Page II-29 (34):
(26)
Chart of accounts which contains descriptions of all accounts and subaccounts.  If a utility uses a chart of accounts for financial reporting purposes that differs from the “Uniform System of Accounts” (“USOA”) it uses for regulatory purposes (e.g. FERC accounts), the utility shall provide:

(a)
An explanation of how the use of a chart of accounts that differed from the USOA impacted the utility’s presentation of date certain amounts and test year data in the schedules filed in its rate case

(b)
An explanation of the method used by the utility to translate, convert, map and/or trace date certain amounts and test year data maintained in a chart of accounts different from the USOA to the USOA needed to file schedules in the rate case 

(c)
A reconciliation that ties date certain amounts (i.e. trial balance) and test year data (i.e. income statement) maintained in a chart of accounts different from the USOA to those amounts and data under the USOA, with explanations supporting all adjustment made by the utility to present those amounts and data on USOA basis.

(d)
Identification of the software used to maintain the utility’s accounting system

(e)
Manuals that describe and support the utility’s accounting system
Current II(C)(26) through II(C)(29) should then be renumbered as II(C)(27), II(C)(28), II(C)(29) and II(C)(30).

· In Appendix A, Chapter II, Standard Filing Requirements, Large Utilities, Page II-22 (29), (C) Supplemental Information: Delete II(C)30 on Page II-31 (35) since it would be incorporated into proposed II(C)(26).

II. 
Large companies that have undergone a change in management or operations
Section II(A)(9)(e) currently requires an applicant utility to satisfy all standard filing requirements relating to management policies, practices and organization in its first rate filing after their adoption.  After the first filing, the utility must include in subsequent rate filings only changes, enhancements and modifications to management processes.  The PUCO Staff proposes that if the previous complete filing was more than ten years prior to the new application, then the utility must submit an updated complete filing.
The requirement, even as amended by the PUCO Staff, does not, however, cover the wide array of transactions that could affect a company’s management policies, practices and organization.  For example, a company that has purchased another regulated utility during the ten years previous to the application could have undergone a considerable change in management organization.  Such a change would go undetected under the current rule or the PUCO Staff’s proposed amendment.

Section II(A)(9)(e) should be changed to require large companies to file a complete set of management policies, practices and organization if they have been purchased by another company, if they have purchased another regulated entity, if they have experienced a substantial change in operations (e.g., exit from the merchant function) or if a merger has taken place within the ten-year time frame.  This requirement would give the Commission and the public a better picture of the applicant’s management structure and function at the time the application is filed.

III.
Determining company size for filing requirements
The current rules have four categories of utilities for filing purposes – large utilities,
 medium utilities,
 small utilities
 and utilities with abbreviated filing requirements. 
  The PUCO Staff has proposed eliminating the “medium” category.
  To that end, the PUCO Staff has proposed deleting Chapter III and the reference to the medium category of utilities on Page IV-1 (275).  The proposed rules, however, still refer to the medium category on Page II-1 (12).  The Commission should also strike the word “medium” from that page.

The elimination of the “medium” category is meant to result in most of the former medium companies being required to follow the filing requirements for large companies.
   But that is not the result, it appears, that would occur under the proposed rules.  The proposed thresholds for large utilities are the same as in the current rules, except for an increase in the number of access lines for a company to qualify as a small telephone company under R.C. 4927.03(D).  Thus, it would appear that the number of companies required to follow the filing requirements for large companies would stay the same, and possibly decrease, because more telephone companies could qualify as small telephone companies.

In fact, it would appear that most of the “medium” companies would qualify as small companies if the Commission adopted the PUCO Staff’s proposal.  The PUCO Staff proposal would merely raise the upper limit for qualifying as a small company to match the upper limit for qualifying as a medium company under the current rules.  The lower limits would stay the same as in the current rules.  Because the range for qualifying as a small company would be greater, it is logical to assume that most companies that are “medium” companies under the current rules would become small companies under the PUCO Staff’s proposal.  For example, the one telephone company that qualifies as a “medium” company under the current rules – Chillicothe Telephone Company
 – would be a small company under the PUCO Staff’s proposal.

The Commission should re-examine whether the PUCO Staff’s proposal accomplishes the objective of having the large-company category encompass the former medium-company category.  If the proposed rules do not, then the Commission should change the thresholds in order to accomplish the stated purpose of having the former medium-size companies file under the large-size company rule.

Three other changes are also necessary regarding the thresholds for filing requirements based on the size of the company.  First, the Commission should clarify whether the thresholds for water companies and sewer companies are for these types of companies as combined operations or as separate entities.  Many companies that provide combined water and sewer service seek rate increases for either the water service or the sewer service, but not both.  Because not all customers may take both water and sewer service from the same company, a company may have enough combined water and sewer customers to qualify as a large company, for example, but only enough of either type of customer to qualify as a small company.  OCC recommends that combined water and sewer companies should count all of their customers in determining the filing requirements for an application for a rate increase.

Second, the Commission should clarify that a water utility, or combination water and sewer company, must include year-round customers, seasonal customers and available for use customers in determining the filing requirements for the utility’s application.  Some utilities serve areas with large seasonal populations (e.g., college towns, resort areas).  Such utilities should be required to consider their entire customer base in determining which filing rules to follow.

Third, the upper limit for water and sewer companies to file abbreviated applications, as well as the lower limit for “small” water and sewer companies, should be lowered to 2,000 customers.  This would make the limits consistent with those for the gas and telephone utilities.

IV.
Waiver of information requirements
The PUCO Staff proposes to retain the current rule regarding waiver of information requirements for applications.  The rule states: “All information required by these standard filing requirements, unless waived upon request or upon the commission’s own motion, must be included with the application at the time of the original docketing of the application with the public utilities commission of Ohio.”
  The Commission should make two changes to this rule.

First, the Commission should remove the phrase “or upon the commission’s own motion” from the rule.  In removing a similar phrase from the Minimum Telephone Service Standards (“MTSS”), the Commission noted that the phrase “is unnecessary as the Commission only waives its rules upon request of an affected entity.”
  The Commission should delete the phrase from Section II(A)(4)(a) for the same reason.

Second, the Commission should require that any waiver requests must be filed separately from the application in order to give the Commission and interested parties clear notice regarding the existence and nature of the waiver request.  The Commission should require that waiver requests be submitted in the form of a motion with a supporting memorandum detailing the need for the waiver, as the Commission requires for MTSS waivers.

V.
Distributed Generation, Demand Response, Energy Efficiency and Renewable Energy
Because of the importance of the policies of the State of Ohio stated in Senate Bill (“S.B.”) 221 concerning Distributed Generation, Demand Response, and Energy Efficiency, utility rate filings should include schedules demonstrating the level of each.

A.
Distributed Generation

The Commission determined that Distributed Generation benefits customers in many ways.  In Case No 05-1500-EL-COI, the Commission wrote:

Staff also determined that increasing the consistency and standardization of the [interconnection] process, not just across the EDUs in Ohio, but across a broader multi-state region, will encourage lower production costs of 
manufacturing distributed generation equipment, lower prices for new owners of customer generators, and increase the use of renewable energy and secondary clean fuel technologies.  We agree with the recommendations of staff.

The rules should require the utility to include in its filing the size and location of any distributed generation interconnected to its system as well the size and location of all requested or proposed interconnections.  The rate filing should also state the benefits to the distribution system of such Distributed Generation and quantify the benefits, if possible.

B.
Smart Metering and Advanced Infrastructure
The U.S. Energy Policy Act of 2005 directed states to facilitate the development of demand response programs, including those enabled through smart metering.  The Commission opened Case No. 05-1500-EL-COI to investigate demand response, and later, Case No. 07-646-EL-UNC to solicit information from vendors and to require electric utilities to conduct cost-benefit analyses on the implementation of advanced/smart metering that would allow customers to respond to time-of-use electric price signals.  

Since utilities might seek to collect through distribution rate cases the costs of implementing smart metering and other of the above programs, the Commission should include in its rate case rules provisions for the utilities to file relevant information.  Most importantly, utilities must net the cost savings and other benefits they will receive through the implementation of smart meters against their cost.  Rate case proceedings should allow full investigation of both benefits and costs relating to smart metering and standard filing requirements should facilitate regulatory review by the PUCO and parties.  Such investigation is necessary to ensure that customers only pay costs above and beyond the offsetting benefits the utilities achieve through the meters.   
C.
Energy Efficiency, Demand Response and Renewable Energy Reporting

S.B. 221 contains annual energy efficiency savings benchmarks beginning in 2009 and provides for a 22% cumulative, annual energy savings by 2025.  In addition, benchmarks begin in 2009 for peak demand reduction through 2018.  The baseline for measuring energy savings is the average of total kilowatt hours sold by an electric distribution utility (“EDU”) during the preceding three calendar years.  The baseline for measuring peak demand reduction is the average peak demand on the EDU during the preceding three calendar years.  Also, EDU’s are required to have 25% of their electricity generation come from renewable sources by 2025.  Of that amount 12.5% is to come from resources located in Ohio.  


Although these benchmarks have some flexibility to adjust for economic growth and excessive costs, EDU’s should be required to file information in their application which shows their past efforts on, current progress towards, and future plans for meeting the required benchmarks in all of these areas.  While each utility should be allowed to create their own programs as they see fit, filing requirements should be standardized for all EDU’s in Ohio.  This will allow for easier verification and benchmarking of performance in relation to each other utility.  

VI.
INFORMATION REGARDING rEGULATORY FINES, PENALTIES AND SETTLEMENTS


As part of the supplemental information submitted by utilities, identification of fines or penalties a utility has incurred or settlements a utility has reached with any governmental agency should be made available to the Commission.  The utility should be required to include specific information about the amount paid as part of the fine, penalty or settlement and an explanation addressing the circumstances. 


Almost every facet of the daily operations of Ohio’s utilities falls under State or Federal regulation.  These laws are in place for many reasons, including to protect Ohio consumers against unfair, inadequate and unsafe public utility service.  Information that identifies a utility’s failure to adhere to either Federal or State law should be filed at the Commission at the onset of the utility’s Application.  This is critically important with respect to laws regarding public safety, such as water quality regulations.    

VIi.
Conclusion
The changes to the requirements for utility rate case filings, as proposed by OCC, would help protect Ohio consumers by ensuring that the Commission and interested stakeholders have information that is appropriate transparent regulation for rate cases, based on the size of the company and the accounting system it uses.  The Commission should adopt the proposals of OCC, in furtherance of regulation in the public interest.
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