f?@c %
%
77 o,
BEFORE Map o,
THE PUBLIC UTILITIES COMMISSION OF OHIO Y P 4
| e 75

In the Maiter of the Complaint and Appeal ) (/ a <7

of Oxford Natural Gas Company from ) Case No. 06-350-GA-CMR O

Ordinance No. 2896 Passed by the Council )
of the City of Oxford on February 7, 2006 )

ADDITIONAL SUPPLEMENTAL TESTIMONY OF
JOHN T. STENGER ON
BEHALF OF
OXFORD NATURAL GAS COMPANY

| Q1. Please state your name and business address.

2 Al. JohnT. Stenger, 5181 College Corner Pike, Oxford, Ohic 45056

3 Q2. Please describe your current position, your business and your educational
4 background.

5 A2, My name is John T. Stenger and as of October 2006 I have served as the General

6 Manager of the Oxford Natural Gas Company (hereinafter “ONG” or the “Company”).

7 Previously, I had been the President and part-owner of ONG from September, 2001 to

8 April 2002, I became Vice President, Operations for Lawrenceburg Gas when it was

9 purchased by INOH Gas from Cinergy on August 30, 2004. I received Bachelor of
10 Science Degrees in Civil Engineering and Land Surveying from Purdue University in
11 1984. 1In 2000, I received a Master of Business Administration degree from Xavier
12 University. Before being employed by Oxford Natural Gas Company, I was employed
13 by Cinergy and the Cincinnati Gas & Electric Company, holding engineering and
14 managerial positions in its Gas Operations Department. I have worked in the natural gas
15 utility industry since 1988, and I have attended numerous utility industry programs and
16 courses related to engineering and operations. I am a Registered Professional Engineer
17 in the States of Ohio and Indiana.
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A5,

Are you the same John T. Stenger who filed Supplemental Testimony on October 2,
2006?

Yes I am.

What is the purpose of your additional supplemental testimony?

I am filing additional supplemental testimony to support the Objections to the Staff
Report which ONG filed the in Case No. 06-350-GA-CMR. The focus of my testimony
shall be treatment in the Staff Report of working capital, contribution in aid of
construction, operational expenses and rate of retum.

Why did Oxford Natural Gas Company retain the services of Burgess & Niple
(“B&N™)?

ONG rates and tariffs have been set under Home Rule by the City of Oxford for more
than 20 years. Compliance with the City Ordinance did not require the same type of
record keeping as that mandated by the Commission who uses such data to set rates by
cost-of-service methodology. Further, during the span of some 20 years ONG has had
several owners so the record keeping itself was not consistent. When the City of Oxford
and ONG could not agree on an equitable set of rates and charges, ONG filed for rates in

the matter at bar.

Since ONG had not been subject to Commission rate making for two decades it did not
have continnous property records which tracked each capital item when added and
depreciated all capital assets in accordance with pre-prescribed depreciation rates
approved by the Commission. Lacking such records, ONG attempted to create

continuous property records by using tax return and annual report data, ONG met with
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Staff in April of 2006 to discuss the sufficiency of establishing the rate base from annual
reports and tax records. The Staff expressed its view that such a method was
unacceptable, and recommended that ONG retain the services of a consultant to
undertake a total plant evaluation so that an original cost less depreciation value could be
established for rate making purposes. Staff indicated that such a technique had been used
several years ago by a water utility that had a similar problem. ONG checked the records
of the Commission, reviewed the report filed by the consultant in that case and observed
that the consultant’s report was largely accepted by the Commission. ONG felt that
using the same consulting firm would be advantageous because of its experience and
familiarity with Ohio rate making procedures. That consulting company was Burgess &
Niple Company of Columbus, Ohio. ONG then contacted Burgess & Niple to do an
independent survey of all the physical assets owned and operated by ONG and to prepare
a gross and net rate base evaluation. A detailed report of the survey, and calculation was
prepared by Burgess & Niple and filed with the Commission on November 8, 2006.
ONG Filed an Objection to the Staff Report as to its calculation of working capital.
Please explain the objection.
The Staff used the traditional lag formula approach for determining working capital.
Under this method, all the utilities operational and maintenance expenditures for the test
year are summed and one eighth is taken to determine the effect of the lag between when
payment for the operation and maintenance expenses are due and when customer
revenues are received. To this 1/8 of operational and maintenance expenses a figure
representing an inventory materials and supplies not used for new construction in a year

are added. To the sum of these two categories, ¥ of the taxes (which are an expense) are
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subtracted to account for the fact that payment of taxes is delayed. As explained later in
my testimony, and detailed in the Objections to the Staff Report, the Staff excluded a
majority of the test year operation and maintenance expenditures. Thus, rather than the
$2,090,554 of non-gas operation and maintenance costs ONG claims, Staff lists only
$656,937 for operation and maintenance. Furiher, the Staff in calculating the operation
and maintenance expenses excluded the cost of gas. Excluding the cost of gas would be
Just and reasonable if the payment terms ONG had for natural gas with its suppliers was
of equal length to the time the natural gas utility collected from its retail customers. In
other words, if ONG had 90 days to pay its supplier, and it collections from its customers
averaged 90 days or less there would be no lag which would require working capital for
the purchase of natural gas and excluding natural gas from the lag formula would be just.
Unfortunately, because of ONG’s financial position, during the test year ONG was
required to prepay its natural gas supplier at Ieast two weeks in advance of delivery. This
created a gap of 49 days between when natural gas had to be paid for by ONG and when
timely payments were received. The 49 day gap is caused by three factors. First, on
average the prepayment to the supplier was due 14 days in advance of when the gas was
received for distribution to the customer. Second, because of ONG billing ¢ycle, on
average there is a 15 day lag between when gas is delivered and when the meter is read.
Finally, customers are given 20 days to make their payment. Thus, the total lag between
when ONG must pay its suppliers and when timely payment is received is 49 days,
virtually the same length of time as the lag in the Commission’s formula. The
Commission’s lag is based on 1/8" of the year or 45 days.

In your opinion what should the working capital allowance be, and how much of
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AS.

that is attributable to including the purchase of natural gas?

The Staff, after adjusting the test year for weather found the projected purchase of natural
gas for the test year to be $4, 218,142 (See p. 56 of the Staff Report). By simply adding
that figure to the non gas cost operation and maintenance items of $1,219,300 the sum of
our adjusted calculation of ONG’s operational and maintenance expenses on line 1 of
Schedule B-5 would be $5,437,442. Applying that number I have redone Staff’s
Schedule B-5 on Appendix A. Including natural gas expenses and adjusting ONG’s
operational and maintenance expenses would adjust the working capital allowance to
$611,309, up from the Staff Report’s $13,746.

ONG also objected to the Staff reduction of rate base by $191,699 on the basis of
contributions in aid of construction based solely upon a reference to a 1980 annual
report. What number should the Staff have used for contributions in aid of
construction?

The Staff found a listing for contributions in aid of construction in ONG’s 1980 annual
report of some $191,699. In the 1981 annual report the listing for contributions in aid of
construction was zero. | have looked back at the few records that ONG has for that
period, but T find nothing dispositive as to what gave rise to the 1981 listing, or why it
was eliminated in 1982, also observing that there are no listings of contributions in aid of
construction in the annual report for the next 24 years. It was this very lack of continuous
property records that led the Staff to suggest, and ONG to agree, to bringing in an
independent engineering firm to evaluate all the equipment in use today, project its age
and apply the appropriate depreciation, It is disingenuous to establish the rate base by

using the oniginal cost method and subtract the depreciation to determine the relative
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worth of the ONG system, and then apply selective amendments based on
unsubstantiated accounting records.

At pages 9, 12 and 62 of the Staff Report, the Staff excluded the business expense
cost which ONG took for the removal and relocation of a pipeline across the Kehr
Road and West Chestnut Street Bridge. Please explain ONG’s objection.

ONG was required to remove and then replace a pipeline across a bridge to accommodate
a governmental bridge repair project. ONG expensed the cost of this project on the
theory that accommodating such relocations is an expected cost of doing business for any
utility with thousands of feet of mains lying in public rights of way ~ all of which are
subject to being temporarily moved or rerouted when the City or State needs to repair a
public work in the right of way. Further, not only must ONG temporarily or permanently
remove its mains to accommodate the City or State’s needs to disturb the property on
which ONG’s mains lie, but ONG must do so at its own expense without reimbursement.
During the test year ONG projected that it would have to temporarily relocate its mains in
order to accommodate two projects - a widening of Highway 27 and a bridge repair of the

Kehr Road \ West Chestnut Street Bridge (“Bridge Repair™).

As the test year unfolded, the Highway 27 project was delayed and will occur in 2007.
The Bridge Repair was completed during the test year. To accommodate the Bridge
Repair, ONG had to temporarily reroute its main in the Bridge right of way and then
when the Bridge repair was completed could return the main to its original location.
ONG hired an outside contractor to both install the temporary by pass pipeline and then

restore the main to its original location. Good industry practice required a new piece of
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pipe be used when the main was restored. The Staff rejected expensing the Bridge Repair
noting that it should have been capitalized, though the Staff did not capitalize the $91,175
bridge repair, possibly on the incorrect assumption that it was contained in the Burgess &
Niple Report. Following the Staff’s rejection of any reimbursement for the $91,175
Bridge Repair, ONG reviewed the Contractor’s Invoice, a copy of which is attached as
Appendix B. While ONG believes given the repeated nature of temporarily moving
pipelines to accommodate state and local road and public works projects it should be
allowed to expense the full cost of temporarily moving a pipeline and then restoring it,
ONG is willing to capitalize the 6 inch pipeline that replaced the line in the Bridge right
of way, but expense all the labor and materials for the temporary pipeline used during the
several weeks the Bridge location was not available for ONG’s use. Ihave attached a
copy of the contractor’s notes as a part of Appendix B. Based on this break out, I believe
$36,950 of the $91,175 should be expensed.

Why does ONG object to the Staff’s recommended adjustment to labor expenses?
The Staff reduced ONG’s proposed test year labor expense to $241,431, roughly half of
that filed for. This Staff reduction is based on elimination of the position of President \
Employee and General Manager. This leaves the company without any executive officer.
No utility can be operated without a manager, and that is particularly true of a small
utility were the job description of the General Manger is simply to make sure that
everything that must be done to provide safe, dependable service is done,

During the test year the President \ Employee was filled 50 of the 52 weeks, though there
was a change in the individual filling that position. Similarly, the General Manager

position was filled ten of the twelve months. Most important in October both the
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President \ Employee position and the General Manger Position were filled. Annualizing
the cost of labor based on the last pay period of the test year, and incorporating expected
increased costs, the Staff should have found labor costs to be $505,123 instead of
$241,431.

Is $505,123 dollars for labor expenses what was filed in ONG’s WPC 2.1 A in
September 2006?

No, the WPC 2.1 listed labor expenses at $517,112. That was based however on a five
months actual and seven months estimated. Now that the test year has ended, I was able
to annualize those payments to calculate labor expenses, and allocate expenses to Verona
as well to capital accounts using the Staff’s allocation methodologies. Attached as
Appendix C is an itemized list of the ONG pay roll. The labor expense ONG now seeks
is $11,989 less than the amount sought in the application.

How does the current and suggested labor expense for ONG compare with natnral
gas utilities of similar size?

Using the $505,123 figure Oxford’s labor expenses is similar to the other natural gas
companies in Ohio of similar size. ONG has 4,049 customers and its 2005 employee
payroll as noted in its annual report filed with the Commission was $480,061. Orwell
Natural Gas is almost identical with 4,189 customers and its annual report reveals an
employee payroll for 2005 of $§767,740. Finally, the Waterville Gas & Oil Company has
5,024 customers and its 2005 employee payroll was $514,804. Viewed on a labot
expense per customer the three natural gas companies of similar size and of a similar

rural nature with ONG have the following costs for 2005:
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Emplovee Compensation Comparison

Compensation

Number of
Company Customers
Orwell - 2003 4,189
ONG -2005 4,049

Waterville - 2005 5,024

$767,740.00
$480,061.00

$514,804.00

Employee
Compensation
Per Customer
$183.28
$118.56

$102.47

Moving from 2005 to 2007, the revised labor expense that ONG requests is actually less

than Orwell’s 2005 and within a few dollars of Waterville 2005 labor expense. It should

be noted that last week Waterville filed for a significant rate increase (See Case No. 07-

194-GA-AIR) and thus the ONG proposed labor expense for Waterville for 2007 may

well be the smallest of the three natural gas companies in the 4,000 to 5,000 customer

class range. In sharp contrast are the Staff’s recommendation which for 2007 is less than

half what the three companies actually spent in 2005 on a per customer basis.

Number of
Company Customers
ONG Request 4,049
Staff Recommendation
For ONG 4,049

Employee
Compensation

$505,123.00

$241,431.00

Employee
Compensation
Per Customer

$124.75

$59.62

From the Staff Report can you tell why the Staff’s labor costs are so low?

As noted in more detail below the Staff Report excludes compensation for any executive

services. This position may occur because of a misunderstanding of when the new




1 management team came on board, for all the executive positions were filled by the last
2 month of the test period.

3 Q14. The Staff also reduced Union Fringe Benefits expense by $15,580 and reduced the
4 Savings Retirement Account expense by $7,103. What do you recommend the

5 Commission shonld use?

6 Al4. Itis my understanding that these reduction reflect the termination of Mr. Robert Sanders

7 as President \ Employee and Mr. Frank Sanders as General Manger. While the Staff is

g correct in its assumption that both Mr. Sanders have left the ONG’s employment, those

9 positions, as noted above, are still in existence, still necessary and were filled during the
10 test year. Thus, these exclusions should be amended to a reduction of 9,662 for Union
11 Fringes and restored with no reduction for the Savings Retirement Account.

12 Q15. ONG objected to the Staff’s reduction of Ohio Bureau of Workers’ Compensation
13 (“OBWC”) expenses. Please explain the reductions and provide your
14 recommendation.

15 Al5. The Staff recommended two reductions to the OBWC. The first was by applying the

16 allocation figures between Verona and ONG, and between expense and capital. ONG

17 accepts those reductions. The Staff however also reduced OBWC expenses to reflect the
18 elimination of the President / Employee and General Manager positions. Since these

19 positions have not been eliminated the reduction should be restored. The net result of
20 this reduction should be $738 instead of the $4,826 recommended in the Staff Report.

21 Ql16. The Staff reduced legal expense by $364,303 down to an adjusted jurisdictional legal

22 expense of $51,921. The Staff stated that its adjustment reflects the latest three year

23 average expense. Do you agree?
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No. The Staff stated that it adjusted test year legal expenses to include only those
expenses necessary for ONG to obtain legal advice and representation associated with
providing utility service to its customers. The Staff has rejected the test year numbers and
applied an average of the three previous years. Legal expenses in the test year were
$416,224. This amount was so large because of the threat of JP Morgan Chase to call the
bonds held by ONG’s parent and secured in part by ONG’s assets. The financing
problems ONG experienced during the test year was an anomaly and thus in the reviewed
WPC 2.1 I eliminated all costs having to do with the refinancing efforts. That reduced
the legal costs from $416,224 to $135,006. I believe that the $135,006 of the test year is
a more appropriate legal cost component for a company facing the perils that ONG will
face in the future. Thus, I recommend that the legal expense component suggested in the
Staff Report be increased by $83,089. Such a level of legal costs constitutes reasonable
and ordinary business expenses that should be recognized as part of the cost of service.
The Staff also excluded $4,447 in fuel expenses in what it deemed to be non-utility
related uses at pages 10 and 66 of the Staff Report. This reduced the proposed test
year fuel expense from $21,459 down to $17,012. Do you agree with this
adjustment?
The Staff excluded the entire amount of fuel use by the President \ Employee. This
expense was documented in service station receipts and represents approximately two
tanks of gasoline a week. An argument can be made that the position would not require
more than one tank of gasoline a week. Thus, I would recommend that the amount of the
adjustment be reduced to $2,223.50.

At pages 10 and 67 of the Staff Report, the Staff also excluded $163,428 in “other
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expense adjustments” from the cost of service. The Staff stated that it determined
these excluded various expenses to be non-utility related and not to provide direct
benefits to the customers. Do you agree?
No, after reviewing the Staff’s exclusion, I believe the Staff’s adjustment should only be
$102,887 instead of $163,428 on Schedule C-3.15.
Would you please list the items which make up the “other expenses” category and
explain why you think these are proper expenditures?
There are nine items
1) Elimination of Prepaid Legal — In light of the separate legal expense item, ONG
agrees with this exclusion of $166.
2) Elimination of Consulting Fees — Reduce the exclusion to $7,914. When the
application was filed it was expected that consultation for fuel procurement and
certain field work would be needed which were outside the scope or expertise of the
General Manger. I performed those tasks at the time before taking over the General
Manager’s position in October. Thus, I did not earn the consulting fee while also
receiving the General Manger’s fee. The actual consultation fees in the test year
however were only $15,000. Thus, ONG recommends that the actual amount paid
be used and the consulting fees be reduced by $7,914 to $15,000.
3) Elimination of Insurance Medical - Reduce the exclusion to $1,213. Since the
President/Employee position was believed to be eliminated and ONG has filled that
position within the test year, I feel Medical Insurance covleragc is a reasonable
expectation for the President of a utility.

4) Elimination of Insurance Supplemental — ONG agrees with the Staff as to this
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5) Elimination of Payroll Expense Bonus — For a number of years it has been ONG’s
policy to pay a Christmas bonus as part of compensation. On Schedule WPC 2.1,
ONG listed Christmas bonus as $59,533. The Staff rejected the bonus entirely. I
have reviewed the bonus and found that two corrections are due. First, $49,533
contains an entry mistake of $2,083 which was a consultant expense that had been
entered on the wrong labor expense line. As for the $57,400, that represented a bonus
of roughly 10% of salary expense. A bonus of 2.5% or some $12,500 would be more
in line with industry practice for a company of ONG’s size.

6) Elimination of Payroll Expense Subcontractor — The Staff eliminated the payment
to a subcontractor for billing system expenses. I have reviewed the invoices and
found that one of the payments in the test year was improperly categorized and was a
valve maintenance expense of $4,021. Rather than a labor expense, the April 2006
value replacement should have been capitalized. The remainder of the subcontractor
expenses appears to be standard maintenance and should be expenses. Thus, I
believe the reduction for this account the exclusion should be limited to just the
$4,021 which was improperly included.

7) Elimination of Vehicle Allowance — Since the President / Employee position was
not and should not be eliminated, I believe it is reasonable for this position to also
have an allowance for a 4 wheel drive vehicle. The test year expenses were $11,284
{$940 a month) which supports a more expensive vehicle than is needed. An all
weather, off road vehicle can be leased or purchased for $600 month or $7,200.

Thus, I believe $7,200 should be included as an expense and $4,084 be reduced from

13




1 the Application.

2 8) Elimination of Penalty & Interest ~ Upon review of the records, ONG does not

3 contest the exclusion of $18,925.

4 9) Elimination of Travel ~ The test year had travel of $24,141. Many of the test year
5 expenses were for trips outside of normal utility business and led the Staff to exclude
6 it all. Normal utility business requires several Staff or executive trips for industry

7 meetings or meetings with the PUCO. Thus, rather than reduce the travel budget to
8 zero, I believe that an 80% reduction to $5,000 is appropriate.

9 Q20. The Staff at pages 10 and 68 reduced the test year billing expense by $6,436. It

10 stated that it annualized test year billing expense to reflect a normal 12-month

11 period of billing cost for ONG customers. Do you agree with this adjustment?

12 A20. No. The Staff should have included an allowance for the purchase of billing stock at

13 $0.02 times 48,000 bills, the mailing of budget billing open enrollment inserts (2 months,
14 a total of 8,422 inserts at $0.10 each) and an allowance for a postage deposit and other

15 safety message inserts. The billing vendor requires a postage deposit in advance of

16 billing at all times. These expenses are appropriately reflected in the test year and the

17 proposed reduction should be restored, with the exception of a reduction of $1,637 for

18 Verona billing expenses, leaving an adjusted test year total of $28,626.

19 Q21. The Staff adjusted test year outside accounting service expense by $16,673. The

20 Staff claimed that its adjustment was to remove cost associated with professional
21 services required for an audit of 2004 financial statements. Do you agree?

22 A2l. No. The Staff had eliminated an expense as being outside of the test year. Upon further

23 examination, this expense should have been booked in May 2005 as a normal audit
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expense for the prior fiscal year. May 2005 actual expenses were used to estimate the
May 2006 month of the test year. Accepting the Staff’s allocation of 95.79%, the test
year expense should be adjusted to $44,354, which yields a reduction of only $1,949.
At pages 11 and 71 of the Staff Report, the Staff removed $35,188 from
Miscellaneous Expenses. The Staff stated that it removed such costs from the test
year operating expenses because it found them to be non-utility related expenses.
Do you agree?

No. Some of these expenses are utility related expenses and should have been included
in the cost of service. I believe the reduction should be $30,478, detailed as follows:

1) ONG allows customers to pay their bills with MasterCard and Visa. These bank
cards however charge 1% to 2% to ONG for processing the billings. Payment with
bankcards is a service desired by the customers and should not be taken away. In
reviewing the fee to merchant bank for use of the bankcards I noticed an expense of $473
in November 2005 was excluded though it was part of the test year. In sum, the actual
payment to the merchant banks to permit customers to use their bankcard on ONG
invoices during the test year was $ 18,544 and that should be included in operation and
maintenance expenses.

2} The Staff excluded an Ohio Gas Association seminar expense of $64 for a
program. Keeping the ONG staff informed of changes in the industry is prudent
management and thus this expense should not have been excluded.

3) Vehicle Maintenance — The Staff excluded all but $1,587 of the original $5,979 in
vehicle maintenance. A review of the invoices indicated that some maintenance receipts

could have been for personal expenses. Eliminating those repairs and tire replacements
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totaling $3,058 yields an adjusted test year total of $2,920. Some of the expenses
eliminated I believe are appropriate utility vehicle maintenance expenses.

4) Miscellaneous - ONG will accept Staff’s reduction of $10,711 for miscellaneous
expenses and $118 for utilities. The latter charge appears to be a monthly charge for
cable services which were duplicated.

5) Meals — During the test year ONG listed $2093 in meal expenses. The Staff
sought to reduce that to $767. I have gone through the receipts to see which entries were
excessive or located outside the service area. Having done so, T accept most of the Staff
reductions. However, I believe a total of $1,107 is needed to adequately address this
expense in a normal year. Thus, I believe that an adjusted reduction of $985 is in order.

6) Computer —The Staff seeks to reduce the modest computer expenditure of $474
by $148. Not only do I think this expenditure of less than five hundred dollars was
reasonable, but believe that greater spending on computerization is necessary to maintain
staff productivity. There seems to be no sound reason for the $148 reduction.

7) ONG does not contest the Staff’s reductions for clothing ($656), cell phones
($174), office supplies & equipment ($922), postage ($74) or other ($238).

On pages 11-12 and 74 of the Staff Report, the Staff reduced taxes other than
income by $5,972. Do you agree?

No, the Staff’s substantive change was the reduction of pay roll and other employment
taxes which flowed chiefly from Staff’s elimination of the President / Employee and
General Manager positions. Here are the numbers that should be applied and how they
differ from the Staff Report.

1) Ohio Property Taxes —$30,937 - same as the Staff Report.
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2) FICA Tax - Labor expense of $505,123 plus bonus of $12,450 times rate of
7.65% equals $39,594, an increase of $21,125 from the Staff Report.

3) State unemployment SUTA and Federal unemployment FUTA — 10 times 9,000
times 3.10% plus 10 times 7,000 times 0.80% equals $3,350, which differs from the
$2,345 recorded in the Staff Report.

4) PUCO Maintenance and OCC Assessment $13,199 — same as the Staff Report.
5) Other Taxes and Licenses — $1,138 same as the Staff Report.

This yields a Total Taxes QOther than Income Taxes of $88,218, an increase of some

$22,130 over the Staff Report.

Q24. At page 12 of the Staff Report, the Staff proposed two adjustments for estimated

A24,

lease expenses for vehicles and construction equipment. The Staff determined these
to be post-test year events and thus should be excluded. Do you agree?

The subject vehicles and construction equipment consist of two vans, a crew truck and a
service truck. All four vehicles have roughly 100,000 miles on them and in my
professional opinion are at the end of their useful service life. The utility simply cannot
be operated in a manner to provide the public with service without dependable trucks and
vans. ONG surveyed what it would cost to lease such vehicles during the test year. These
surveys were sent to the Staff, copies of which are attached as Appendix D. Due to its
financial plight ONG was simply not in a position to sign leases for such vehicles and
equipment during the test year. We ask the Commission recognize this cost as an
ordinary and necessary business expense in order to provide safe, reliable service to
customers. ONG recommends that the Commission adjust the cost of service by

including a leasing expense of $31,200.
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Q28.

The Staff recommended a rate of return of between 9.5% and 10.5%. What do you
believe should be the authorized rate of return?

Although I am not an economist, I believe that ONG faces a high risk in trying to achieve
a reasonable rate of return. I believe that a rate of return of 11% would be a fair and
reasonable rate of return. The Staff recommended a rate of return of between 10% and
11% in the Ohio Cumberiand Gas Company case, Case No. 02-1200-GA-AIR.

Could you summarize your suggestions for what the proper Operational and
Maintenanee costs should be for ONG for the test year?

Yes. Attached as Appendix E is a revised WPC 2.1 which shows the concessions ONG is
willing to make in light of the issues raised in the Staff Report. ONG believes that the
total non-gas operation and maintenance expense excluding depreciation and taxes should
be $1,224,339 which compares to Staff’s recommendation of $656,937.

What is ONG’s recommendation as to the rate base?

There seems to be serious errors with the Staff Reports adjustments to the Burgess &
Niple calculation of rate base. As more fully described in Mr. Criswell and Mr. Perrino’s
testimony, the Staff has improperly substituted incorrect labor costs based on a
theoretical ONG labor costs, and used a depreciation calculation that lowered some items
below zero. The Staff has made some valid points about the cost of backfill, which Mr.
Criswell has now taken into account in his testimony. Thus, ONG believes that Mr.
Criswell’s revised rate base is the number that the Commission should use in determining
ONG’s rates and charges.

Do you agree with the Staff’s recommendation that ONG’s initial bad debt rider be

set at $07
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Q29,

A29,

No, in 2003 Oxford applied to the Commission for authorization to charge a bad debt
rider along with several other natural gas utilities. The Commission in its December 18,
2003 Order granted ONG the right to set up a bad debt tracker, noting that ONG was a
gas utility whose rates were set by ordinance. Thus, the Commission did not see the fact
that ONG had ordinance based rates as a barrier to also having a Commission authorized
bad debt tracker. Being a natural gas utility whose rates were set by ordinance though
does add one complicating factor. The design of the bad debt tracker approved by the
Commission calls for the rider to track only the incremental cost of bad debt beyond that
compensated for in the base rate. Since the Ordinance Rate was not the product of a rate
proceeding, it is impossible to tell exactly how much of the bad debt was incorporated
into base rates.

Is there a way to fairly determine how much of Oxford’s bad debt was covered in
the 2000 Ordinance Rate?

One way to approximate how much bad debt expense was anticipated to be in the base
rates would be to look at the rates just before or just after the ordinance rates went into
effect and see the level of bad debt. We can assume that the goal of the ordinance rate
was to put an amount to compensate for bad debt at the start of the ordinance pegged at
what anticipated bad debt would be.

The Ordinance was negotiated in 2001, but 2001 was the year that ONG was sold to the
current holding company and the records kept from the former owner do not permit an
analysis which would accurately track the amount which was both uncollected in normal
invoicing as well as subsequent collection efforts. Starting in 2002, ONG did keep

records that tracked both additions to a bad debt account as well as the amount collected
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Q30,

A30,

by collection agencies and other efforts. In 2002 ONG failed to collect through normal
invoicing some $53,440.09. Through collection efforts it was able to retrieve some
$28,756.51. That leaves a total of $24,683.58 as true bad debt. For 2002 ONG had
general service sales of 489,856 Mcf or roughly 5 cents per Mcf. In sum, if we were
going to impute an amount per Mcf in the first year of the ordinance that would eliminate

the bad debt it would be 5 cents per Mcf.

While the above estimate of an amount of bad debt imbedded in the Ordinance Rate for
bad debt is just a projection, it is both a reasonable and conservative estimate. Using 5
cents an Mcf as the embedded amount of bad debt recovery in the current Ordinance
Rate, I have calculated starting in with Commission authorization in 2003, well after the
Commission authorization date, the amount of bad debt that ONG has on its books over
and above that attributed to a rate base collection of 5 cents per Mcf. Using the work
sheets available for a bad debi tracker and assuming 5 cent of the base rate was to off set
bad debt, the cumulative bad debt account for ONG is $191,466.82 see Exhibit E . Since
it took 4 years to build the account, I have amortized the bad debt account out on a four
year basis. Further, I assumed excess of bad debt over the 5 cent embedded recovery
would continue over those four years. That would produce a bad debt tracker of 17 cents
per Mcf.

How does your calculation of a bad debt tracker compare with the amount filed
for? And what are the differences?

The Application calied for a bad debt tracker of 38 cents. That number is significantly

higher because it assumed no amount of bad debt recovery was embedded in the base
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rates. Further, it used a much higher interest rate than the 0.75% per month I have used

in the calculations in Appendix F.

Q31. Why is the Company objecting to the Staff recommendation that ONG perform a

cost of service study for future use?

Costs of service studies require a certain level of expertise that the Company does not
possess. It would have to go out and contract with a third-party vendor to perform such a
cost of service study. The Staff did not provide any allowance in expenses for the
conduct of such a cost of service study. If the Commission is going to order ONG to
perform a cost of service study for future use, it should recognize the expenses associated

with that in the cost of service.

Q32. The Staff recommended a customer charge of $6.00 per customer for both

A32.

residential and commercial customers. Do you agree with this recommendation?
Under the current rates ONG charges residential and commercial customers alike $8 per
month in customer fees. The Company has proposed dropping the fee for residential
customers to $7.50 a month, and increasing the commercial customer charge to $15 per
month. Neither of these figures were based on the segmented cost of metering, billing
and maintaining an account which some but not all utilities use in determining monthly
customer fees. The Staff is proposing a $6 rate for both commercial and residential
customers. The Staff also has not arrived at the customer charge by segmenting certain
meter, billing and administrative charges, but by averaging the residential cusiomer
charge utilized by 11 natural gas utilities chosen at random. The 11 utilities include both
small utilities such as Gasco whose rates are set by ordinance to the 1.2 million

customers East Ohio Gas Company. The list of 11 natural gas companies the Staff used,
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which is attached as Appendix G of my testimony, does indeed average $6.25, but the
range between the high of $7.50 of Eastern Natural Gas and the low of $4.38 for West
Ohio is wide — over 43%. None of the 11 gas utilities actually charge a $6 rate and the
mode is $7, closer to ONG’s proposed $7.50.

More important, the Staff did not articulate why it rejected ONG’s request to charge
more for commercial meters than residential. Of the 11 representative gas companies the
Staff looked at to set a rate for ONG, 9 had separate higher meter rates for non residential
users. This comports with the information from the American Meter Company’s
salesman listing that ONG presented to staff showing that commercial meters are
significantly higher in cost than residential meters. It should also be noted that ONG’s
requested $15 for a non residential meter is lower than most of the non residential meter
customer charges used by the Staff’s 11 representative utilities.

The Staff presented one other factor to support its selection of a set $6 customer fee. The
Staff noted when its dramatic decrease in rates takes place a $6 rate would represent the
same percentage of the revenue requirement collected via the fixed customer charge, as
opposed to the weather sensitive volumetric rate. Since ONG does not agree with the
reductions proposed by Staff, using the same logic of keeping the same percent in the
customer fee would require a higher customer fee if the ONG revenue requirement were
adopted.

ONG has one other unique factor that justifies using a higher customer fee and a
correspondingly lower base rate. Since a significant number of ONG customers are
students at Miami University, annually over 15% of ONG’s customers leave its system in

May and return in August. The City Ordinance under which ONG has operated allows
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this added administrative burden of summer closing and fall reopening of accounts.
While we may agree that the nature of the students’ residence in Oxford requires this
practice, we believe this unique circumstance warrants a higher customer fee than what

may be appropriate for other utilities.

In sum, I find the Staff’s recommendation to charge the same for commercial and
residential customer charges to be somewhat arbitrary given the fact that the very
companies they looked at to determine a residential customer charge had higher non
residential charges. As for the amount, the residential fee of $7.50 suggested by ONG is

within the range which the Staff examined.

Q33. The Staff recommended a volumetric rate of $0.7623 per MCF for General Service.

A33.

How would this affect ONG?

On its face the $.07623 base rate seems out of position with base rates of other utilities.
Since 2000, the Commission has set the rates for seven natural gas utilities, all roughly 2
to 3 times the proposed rate for ONG. Further, the current base rates for the two natural
gas utilities closest in size to ONG are more in line with ONG’s current charges than the
Staff proposal. The Orwell Natural Gas Company’s first tier for general service is $3.33
per Mcf and its tail block is $3.00. Similarly, the Waterville Natural Gas Company’s
general service rate is $2.80. Last week, though Waterville filed to increase its first tier
to $3.07.

ONG’s current rate is $3.05 so to go to Staff’s $.7623 would amount to a 75% reduction.
When one adds in the reduction in customer fees which the Staff Report also advocates

ONG’s non-gas revenue, using Staff’s test year volumes, would plummet from
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A34,

$1,853,135 to $757,031, a 59.15% reduction. No utility could withstand such a
reduction, and for ONG, which already has financial difficulties, it would insure its
bankruptcy.

Do you have any other thoughts concerning the Staff Report?

It is the task of the Commission to set a rate that fairly represents to the customer the cost
of the service they enjoy and provides the utility with a reasonable return on its
investment. Starting this process ONG admitted that it had not kept the kind of property
records, nor used the uniform system of accounts necessary for cost of service rate
making. The Staff Report catalogues the accounting deficiencies and excludes all
expenses and charges that cannot be sustained by conventional utility records. The result
is a set of rates and charges far below anything this Commission has issued this century.
The Commission should accept the rate base developed by Burgess & Niple, the
independent engineering firm, and adopt the modified operation and expenses proposed

in Appendix D.

Q35. Does this conclude your additional supplemental testimony?

A35.

Yes it does.
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PROPOSED SCHEDULE B-3

APPENDIX A

OXFORD NATURAL GAS COMPANY

Case No. 06-350-GA-CMR
Working Capital Allowance

Operation and Maintenance Expense including Cost of Gas

Expense Lag Dollars (1) / 8
Materials and Supplies

Y4 of Operating Taxes

Working Capital Allowance (2} + (3} — (4)

$5,442,481

$680,310
$89,441

$157,812

$611,939
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Rile Inc.

3819 Oxford-Millville Road
Oxford, Ohio 45056
lancerile@msn.com

Page: 1

Proposal

Number: E103

513-523-6144 Fax #513-523-4596 Date: | May 02, 2006
Bill To: Ship To:
Darrell Pering
Oxford Natural Gas Co.
5181 College Corner Pike
(Oxford; OH 49056
Sstimated Prices Vallc Payment Terms Amaunt Due Service Rep. Project
Lance Rile’ Kehr Rd Gas Main
]
Description Hours Rate Amount
Relocation of existing gas main
consist of
1.} Insttall 2ea., 6" gas stop X
fittings and 2ea, &" full port L .
valves. \ ) —Q.é’-"" .
2.) Instll Zea, bottom out gas stop 7;-'
fittings on 2" line, ; et - el
3.) Install 2ea, 2" service tees on +#
6" main, T 3 loo
3.). Install 2ea, 2" gervice itees on
6" main, .
5.) Install temporaryVZ" by-pass
over cresk bed, ' &‘;M -
6. Install new 6" main {
Ex-Tru~Coat) unger creek bed
between B Valves. *g‘zzr*"’"
'8, .
.|7) Rembve and cap 2" by-pass line, ' G o, ™
8.) Includes radiographs for welded
joints, . "';'y o
9.) All excavating,road plating and _]_, R
traffic controll, ' £ 2,000, -

THANK YOU FOR YOUR BUSSINESS |



mailto:Iancerll9@msn.com

Kehr and Chestnut Bridge Replacement Project
Analysis of temporary and permanent costs

6" is permanently installed main serving that area
2" was temporary main to enable the bridge construction,
and is now abandoned.

ltem numbers refer to Rile Inc. Proposal detailing rates

Item Rate Capital Expense Comments
1) 6,200.00 6,200.00 Permanent installation
2) 5,000.00 5,000.00 Part of temporary bypass
3) 3,100.00 3,100.00 Part of temporary bypass
3 - Two item 3's included together
5) 12,000.00 12,000.00 Part of temporary bypass
6) 8,27500  8,275.00 Permanent installation
7) 3,600.00 3,600.00 Part of temporary bypass
8) 1,000.00 750.00 250.00 75% Capital

9) 52,000.00 39,000.00 13,000.00 75% Capital

91,175.00 54,225.00 36,850.00
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SHECK REGISTER

NY

REGISTER NO: PR-0207

ANK CODE: A~ Main Bank Accont

F

CHECY.  EMPLOVEE CHECK GROSE FED FICA  MEDICARE STATE OTHER, OTHER
ﬁm DATE NUMBER ¢ NAME  AMOUNT | EARNINGS wat Wit Wi WA TAX CED
ZI0E  OpoUG2é | WYATT,PAMELAA,
31348 526.50 426 3264 769 1,15 92t 8313
640 J0IK6 000003 1 LEWIS, MEOAN
‘ 13643 15645 42 972 P 136 27 o
647 LOEINS  DDOODSS 1 SMITH, KETTH G
1,548.00 221153 35290 PPTAT 307 10295 870 o8
682 10206 00GO3S 1 LEWIS, NICOLEX.
26930 AB2.00 26.03 28.64 &7 1395 809 109.69
1412 D \072%06 0000005 | PERRING, DARRYLEG.
DIRECT DBR: 81396 LAaLAS 16545 LES 16 M1 44 5430
0413 D 0705 0DO0GDY 1 BOGGS, JEFFREYT. :
3 36038 75520 106.42 4642 1055 nm 037 167.00
414 D jos 000G | CREAGER, RICHARDL
Tus 89 1840 131.68 438 15.06 PRTS ;35 45,68
1415 D 0AME OO0 1 BMITH, KRISTY L.
P 7419 882,38 ETet) 54 1279 um 2136 454
MI6 D 102706 00§G029 1 VIALPANDO, STANLEY M.
DIRECT DEP: 447,10 684.00 84,45 4241 T 2455 1851 4655
M17 D 10006 GOD00R 1 STENGER,JORNT
b 162707 2403,24 BLn e .36 11209 2 o0
ANKCODEATOTAL- MANUAL: ¢ I o0 £ ) a4 o0 a0 a0
PRINED: 4 236701 19,120,79 153681 732 14831 4751 20464 55366
DIRECTDEFQEIT: 6 435057
TOTAL: 18 661,58 16,1217 1,536.81 oy 14671 4.0 2064 553,66
REPORTTOTAL- MANUAL: O 20 20 00 0 00 20 80 .
PRINTED: 4 276701 1012879 153651 62722 usTt 41107 264 5966
DIRECT DEROSIT: 6 438257
STOTAL: 18 551958 1 wam ) s 2132 METL Hm 206 52,86
o
C 57 2 ¥ 526,333.0%
iem Oale; TaAme T 1110 am —Fage 1
dicstion Date; 16/27/20868 User: AP I ANIP

i —
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OXFORD NATURAL GAS COMPA




T

OXFORD NATURAL GAS COMPANY:

SHECK REGISTER
REGISTER NO: PR-0207
ANK.CODE: A-  Main Bank Accoust . .
: CHECK  EMPLOYEE CHECK GROEA FER FIcA  MEDICARE STATH OTIEER OTHER
§rm DATE NUMBER # NAME  AMOUNT | EARNTNGS wid WH WA Wik TAX DED
A6 0000024 I WYATT, PAMELA A
31328 22630 64,25 364 761 18 93 85,13
2640 10706 0000%D | LEWE, MEGAN
) 136.43 15675 4 972 m 136 i oo
2641 16256 000035 | SMITH, KEMTHG
1,548.00 220153 35290 kR t] kLY 0235 g0 M
2642 0MMDS  OOGeD3s 1 LEWIS, NICOLE K.
10 462.00 2663 2054 6.70 1375 a.02 109.69
412 D IOEW0E 000005 1 PERRING, DARRYLE O
613.95 100219 185.15 51,85 1946 #23 27,44 5410
HAI3 D AR 000007 t BOGGS, EFFREYT, .
D ; 380,36 75520 10642 2682 1095 2288 0.7 167.08
1214 D MM5  000GB1Y 1 CREAGHR, RICHARDL.
DIRECT DER: F00.89 1,038 40 133.88 438 1545 4119 835 4565
1415 D WS 0000020 | SMITH, KRISTY L,
; 19 B33 (Ey ] 57 127 TR 426 45,44
146 D WA Qo | VIALPANDO, STANLEY M.
DERECT DER 44730 84,00 p4.16 241 203 895 18381 46,65
1417 D ITds  oUnom | STENGEW, IDEMT
DIRECT DEP: 142707 2,005.84 P %] 142,04 34.86 165,05 4207 o0
AMKOODEATOTAL-  MAMUAL: 4@ o0 0 40 o o0 k] g 0
PRINTED: 4 2,267.08 16,1217 1,53541 61752 14471 41701 220,84 353,66
DRECTDRPOSIT: 6 4332.57
TOTAL: 18 £610.58 10,121.7% 153681 61732 HET1 4170 220,64 £33.66
REPORTTOTAL- MANUAL: 0 a0 0 ¥ m A &0 o0 a0
FRINTED: 4 235101 10,121.78 143681 61232 &7 41107 2044 35166
DIRECT DEPOSIT: 6 435187
~TOTAL: 10 6,619.58 '| w.m.w] 159641 62132 14671 417.07 205 553,66
. 0
® sz = ¥524,333.0%
{Bf Dale: 1034/20067 13519 am Fage: 1
iication Date; 10/27/2006 Usar: AMP 7 AMP




CHECK BEGISTER

o0 OXFORD NATURAL GAS COMPANY

REGISTER NO: PR-0208

Application Date: 11/3/2008

BANK CODE: A- Main Bank Account
L7 QHECK  EMPLOYEE CHECK GROSS FED FICA  MEDICARE STATE OTHER OTHER
B R DATE NUMEER # NaMZ2 AMOUNT  EARNINGS WH W/H WrH wWH TAX DED
002643 11/03/06  DODODR4 1 WYATT, PAMELA A,
41545 §50.13 61.81 M1 7.93 15,15 9,63 .09
002644 1103/06  DODOD3G 1 LEWIS, MEGAN
188.82 22335 10.28 13.84 124 2.56 381 00
03645 1140306 (000035 T SMITH, KEITH G
1,548.00 2,211.53 15290 13701 3207 102.75 /M 0o
002646 L1306 0000036 1 LEWIS, NICOLEK.
23357 368.60 1283 2292 5.36 1060 647 77.85
DOL418 [ 1140306 COGODOS 1 PERRING, DARRYLE G.
DIRECT DEP: 842.56 1,359.13 27288 84.27 19,74 61.57 37.37 4017
DOl41% D 114306 0000007 I BQGGS, JEFFREY T. .
DIRECT DEP: 460.14 $2512 147,63 $1.36 13,41 30.76 25.44 190.38
DOL420 D [IA306 0000019 1 CREAGER, RICHARD L.
DIRECT DEP: 737.08 1,057.28 136.43 65.35 15.33 * 42.10 29.07 3
DO1421 D L0306 0090020 1 SMITH, KRISTY L,
DIRECT DEP: 631.04 448,19 153.22 5879 13.75 36.87 26.07 2B.45
01422 D 1110306 0000029 1 VIALPANDO_ STAWNLEY M.
DIRECT DER: 569.93 §50.73 134,59 52,73 12.34 32.20 23.40 25.52
DO1423 D 110306 0000031 1 STENGER,JOHNT
DIRECT DEP: 1,627.07 2,403.84 432,71 149.04 34.86 118.09 4207 00
BANK CODE A TOTAL-  MANUAL: 0 00 o0 oo 00 00 .00 00 00
PRINTED: 4 2,355.84 10,898.80- 1,72£.38 575.74 158.05 45265 4213 194.62
DIRECT DEPOSIT: 6 4,867.82
TOTAL:  1p 7,253.66 10,898.30 1,721.88 675.74 158,05 45265 24213 394,69
REPORT TOTAL- MANUAL: o 00 00 00 ] 00 00 00 00
PRINTED: 4 2,385.84 10,898.80 1,721.88 675.74 153.05 452,65 242,13 394.60
DIRECT DEPOSIT: 6 4,867,822
TOTAL: g 7,253.66 10,898.30 1,721.88 67874 '158.05 45265 24213 394 69
System Date: 10/31/2606  11:56 am Page: 1
User; AMP ¢/ AMP




CHECK BREGISTER

OXFORD NATURAL GAS COMPANY.

REGISTER NO: PR-0209
BANK CODE: A- Maio Bank Account
CHECK  CHECK  EMPLOYEE CHECK GROSS FED FICA MEDICARE STATE OQTHER OTHER,
N~ “PR  DATE NUMBER ¥ NAME AMOUNT  EARNINGS Wi W Wit wi TAX DED
Al
00264/ 111046 0000024 1 WYATT, PAMELA A,
408.23 £40.00 66.29 33.48 7.83 14.72 945 o6
002648 HAMDE 000030 1 LEWIS, MEGAN
138.82 223,25 10,88 13.84 1.4 236 kL1 oo
02648 1171006 0000055 | SMITH, KEITHG
1,548.00 221153 352.90 13711 3207 102.75 3870 00
002650 (1M GOD0036 1 LEWIS, NICOLEK.
400.70 554.40 39.89 3431 2.4 16.89 9.70 44,81
Dol4zd4 D 111006 £0C0006 1 PERRINO, DARRYLE G,
DIRECT DEP: 659,24 1,118.13 21250 63,83 16,10 49,63 3053 3330
D425 D 1MI0RG 0000007 I BOGGS, JEFFREY T.
DIRECT DEP: 502.19 1,024 24 17,67 63.50 14.85 3551 2816 200,36
DoI426 D 1VI0AS 0000019 1 CREAGER, RICHARD L.
DIRECT DEE: 857,71 23028 11926 58.24 1362 36.44 25.83 2813
no1427 D 10K 0000020 1 SMITH, KRISTYL.
DRECT DEP: 664.71 1,006.69 16741 62.41 14.60 3967 27.6% 30.20
D0I428 D 1121006 0000029 1 VIALPANDO, STANLEY M,
DIRECT DEP: 525,53 77378 11593 4797 1122 28.64 228 331
Dol4z9 D L0/ 000003 1 STENGER, JOHNT
DRECT DEP: 1,627.07 2,403.34 43271 14004 34.86 11309 4207 00
BANK CODEATOTAL- MANUAL: ¢ 00 00 00 00 a0 00 00 o0
PRINTED:, 4 2,545.75 10,787.14 1,689,44 668.79 15543 444,90 237.32 368,08
DIRECT DEPOSET: 6 4,676.45
TOTAL: 10 7,222.20 10,787.14 1,685.44 658.79 156.43 444.90 3732 36806
REPORT TOTAL - MANUAL: 0 o0 0o 00 [0 00 o0 L0 00
PRINTED: 4 2,545.75 10,787.14 1,685.44 668,79 156.43 444,90 231.32 368.06
DIRECT DEPQSIT: 6 467,45
TOTAL: 0 7.222.20 10,787.14 1,689.44 668.79 156.43 444,90 231.32 368.06
Systern Date: 11/7/2006 / 2:08 pm Page: 1
User, AMP ; AMP

Application Date: 11/10/2006




OXFORD NATURAL GAS.COMPANY

SHECK REGISTER
REGISTER NO: PR-0210

AWK CODE: A- Main Bank Account

CHECK EMPLOYEE CHECK GROSS FED FICA MEDICARE STATE OTHER OTHER
DATE NUMBER # NAME AMQUNT  EARNINGS WiH WiH Wit w/H TAX DED
2651 WA2606 0000024 [ WYATT, PAMELA A, :
337.55 560,25 £9.33 3474 812 15.58 9.80 85,13
2452 11417106 Q000030 1 LEWIS, MEGAN
22849 275,50 1709 17.08 3.99 403 482 o0
2653 1HA7/06 00000335 I SMITH, KEITH G .
1,548.00 2,211.53 352,90 137.11 3207 102,75 80 00
2654 VWITIo6 0000036 { LEWIS, NICOLEE,
963.79 452,00 . 2603 8.64 670 13,75 8.09 15.00
He30 D NA706 0000006 i PERRINO, DARRYLE G.
DIRECT DEP: 676,69 1,11¢.13 211.57 6R.E0 16.04 4945 30.42 57.36
W43L D OVIe 0000d? { BOGGS, TEFFREY T. )
DIRECT DEP: 59178 1,255.52 227.75 77.84 1321 46,650 34.53 25781
1432 D 1106 GODOCIS 1 CREAGER, RICHARDL.
DIRECT DEP: 576.56 840.18 lodgd4 | 209 1218 3169 219 39.70
1433 D 1AW06  DOOUIZD 1 SWITH, ERISTY L,
DIRECT DEP: 57830 389.69 139.04 55.16 12.90 34.07 2447 13,66
1434 D 1706 6000029 1 VIALPANTIO. STANLEY M. : :
DIRECT DEF: 447.10 684.00 94.16 42.41 9.02 24.05 134 46,65
1435 D 1111706 0006031 1 STENGER, FOHNT
DIRECT DEP; 162767 2,403.84 43271 149.04 3486 - 118.09 2,07 00
ANK CODE ATOTAL - MANUAL: ¢ 00 Q00 20 09 00 00 a0 040
PRINTED:; L) 247183 10,692.62 1,67542 662.71 15499 £40.56 134,81 547.31
DIRECT DEPOSLT: 6 4,498.59
TOTAL: 10 £976.42 19,692.62 167542 66271 154.99 440.96 L% 54731
REPORT TOTAL -  MANUAL: 0 00 00 .06 .00 00 oo 40 00
PRINTED: 4 247183 10,692.62 1,675.42 662,71 T 154.99 440.95 234 81 5473t
DIRECT DEPUSIT: 13 4.498.59
TOTAL: 10 6,976.42 10,692.62 1.675.42 662,71 154,99 44098 234.81 541,31
& Date: 1114120087 7.2 pm Page: 1

‘caflon Date: 11/17/2006 User: AMP / AMP
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APPENDIX D

Lease Vehicles Estimate




Page 1 of 2

John Stenger

From: John Stenger ﬁstenger@dnci.frﬁ&om]
Sent:  Sunday, December 03, 2006 11:39 PM
To: *David. Erickson@puc.state.oh.us'

Ce: 'lbl'ahlm.Soliman@puc.state.oii.L}s‘; ‘goxfordnatural@woh.rr.con’; 'Rich Perking'; 'Petricoff, M.
Howard' ' ) .
Subject: WPC-2.1 Adjustments s
4
David, '

Per your request, here is additional information regarding the subject adjusiments. Plaass contact me with
questions or comments. I've also attached & Word file in case the formatting Is lost in the e-maij form.

Oxford Natural Gas
WPC-2.1 Adjustments

}gmﬁamooo --Lease Astro Van - - .
WPC-2,1 lists an adjustment of $35,180, which translates to a $36,000 adjusted test year total. The

transportation fleet utilized by the field staff at ONG is in dire need of replacement, A minimum of four -
(4) new vehicles is required. 2 trucks and 2 vans are required. 1 truck is needed as both a crew truck
capable of pulling a trailer with a mini-excavator and for hauting materials and equipment needed for
fypical construction activities. 1 truck would be equipped as a service truck. The 2 vans would be
equipped to do typical work orders, meter changes, etc. Estimates are as follows:

1. Crew truck with Knapheide Service body — cost = $55,000.
Annual cost=§11,250 '
2. % ton Service truck with open service body — cost = $30,000
Amnual cost = $7,150 -
3. % ton Van with interior shelf package - cost = $25,000
Amnual Cost = $6,400 L
4, % ton Van with interior shelf package — cost = $25,000
Annual Cost = $6,400 ' ~
Annual lease expense = $31,200. The imadjusted test yenr total is equal to $220. The adjustment should
be changed to $30,380, yielding an adjusted test year total of $31,200.

Note that I have quotes for similar vehicles, but they are not specific to Oqurd Natural Gas. We believe
it is necessary to have the rate case completed before we purchase these vehicles.

Account 542000 - T ase GMC Truck © ’ .
This item is listed as -0- on WPC-2.1, and is covered by the previous account. Therefore, it should stay
ag -0-. C

Account 543000 — Lease Bobcat and Account 543000 — Rental Equipment

WPC-2.1 lists adjustments of $2,168 and $12,000. ONG’s backhoe was retired in the past year due to
age and condition, These adjustments are to cover rental of equipment necessary to complete
maintenance projects. We also believe some of these fees were to cover rental of equipment necessary -
to complete capital projects. Typical backhoe renta! fees are approximately $350 per wesk, or $2,000
per month, We are recommending that these two items be combined on WPC-2.1. Using the
unadjusted test year total of $2,832 plus a new adjustment of $5,668 gives a new adjusted test year total

127312006
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OXFORD NATURAL GAS COMPANY WPC-2.1 Rev 8.03.07 REV. 3.03.07
CASE NO 06-350-GA-CMR
MONTHLY FINANCIALS FOR THE TWELE MONTHS ENDED OCT 31, 2006

Actual Actual Actual Actval Actual Estimated Esfimated Estimated Estimated Estimated Estimated Estimated Estimated Total
Nov Dot Jan Feb Mar Apr May Jun Jul Aug Sep Oct Unadjusfed Adjusted
ACCT NO 2005 205 2008 2006 2006 2006 206 2006 2006 2006 2008 2006 TestYear  Adjustments  Test Year Comments

Other Qpergtions Maintenance Evg
522600 Businass Expense Materials 133 32,687 (17,943) 2,446 543 4,206 754 (8,480) 249 2,358 762 1,680 16,315 (10.204) B,021 lnclude 40% of Dec. inventary as expense
522700 Businass Expense Meters 18,858 369 19328 (19,328) - Accept Staff's adjusiments.
522800 Business Expanse Other 2,250 16,317 2,559 331 863 106 147 a2 128 640 93 %0 18,144 (4,844) 13,300 Include 40% of Dec. invertory as expense
522900 Business Expense Pipe 15,862 1,501 58g 860 1,628 1,258 750 1682 (564 23,261 (20,889) 2372 Include 15% of Dec. inventory as expense
S23000 Bussi Exp Equip it 872 626 1,532 18,015 118 1,180 22,443 (18,015) 4,428 Accept StatPs adjustments.
530000 Contributions 210 210 1,260 1,480 Test year plus $1.250 for narmal year expenses
530500 Subscriptions pral 4,003 382 762 are 836 3,809 2t 7a8 10,950 {10,221) 738 Accept Swuffs gdjustments.
531400 Rebates 453 1,064 887 824 1,700 488 1,225 166 854 335 7.618 - 7818 Use tast year expenses.
532000 Insurance Supplemental 385 (82) 30 a0 43 78 3 S0 ©3) 30 (245) m 340 340y 0 Accept Staffs adjustments.
532070 Gamishments 292) 203 1 I} - AoDept Staffs adjustments,
532050 Prepaid Lagai 26) (39 58 18 58 16 1% 1% 3 16 16 16 166 {168) (D) Accept Staffs adjustments.
532400 General Liabifity Insurance 229 2,73 8,569 10,423 4717 5411 4,596 4,595 4,596 5,236 £1,103 8,597 57,700 See response to Data Request 7.
532300 Insurance Medical 3,071 3,690 1672 2,350 2390 13,213 0,213 12,000 Medical insurance allgwance for GM position.
532100 Auto Insurance 1.200 1,200 Intludes insurance allawance for GM position,
Use test year axpenses, but allocate par Stat
allotation ratios. Staff exduded both Sanders'
532500 OBWC Insurance 3213 2,755 2611 8,579 738 7.841 salagies.
Replacement of vehicle fleet. Staff exciuded
540000 Leass Astro Van 188 a3z 820 30,380 31,200 adjustment
542000 Leass GMC Truck - . - Covered by Account 540000,
Use tast year expanses plis expected normall annual
543000 { ease Sobeat 244 45 . 2,832 5,668 8,500 expenses.
Rental Equipment . - Use test year expenses.
544000 Lease Ditchwitch 305 278 78 305 84 166 1,418 - 1,415 Use test year expenses.
553000 Freight . 34 38 - 36 Use test year expenses.
554000 Interest 4,180 6,260 4,180 4,805 4,180 . 2,030 4,380 28,684 (29,864) (0) Accept Statfs adjustments.
B£0000 Vehicle Alowance 888 1,302 868 868 863 868 858 858 1,302 868 856 868 11,284 (4,084) 7,200 Vehicle allowance for GM position.
, 555000 Bankcard Fees BaT 1,689 3,452 2,495 1918 2264 1.594 837 1,069 851 1,158 18,071 473 18,544 Use test vear, plus missad Nov. 2005 expense.
555100 Bank Service Charga $0z 341 448 1,10 769 754 ™ 1,043 956 1.2 1,260 10,138 (4874) 5,162 Accept Staffs adjustments.
555500 Panaky and Intesmst 1,772 435 18,718 18,825 {18,825) - Accept Staffs adjustments.
Lise test year, plus add 51,000 to reinstate collaction
5568000 Collection Services pra Fal 50 kil 50 bra | 284 1,000 1,284 service,
Use test year expensss, but aflocate to Verona and
S57D00 Union Fringes 7.797 22,969 8401 8,324 7.609 7.784 14,825 10,978 8477 7.884 7.3 112,348 (9,862) 102,687 Capital accounts per stalf aliocations.
594000 Management Fees 240,000 240,000 {240,000) - Actept Staffs adjustrmants.
Reinstate May 2005 expense, but allocate per SRaff
558030 Accounting Fees 15,371 98 4,509 22182 20 115 2,750 235 1,043 48,303 (1,949) 44,354 ratic of 95.70%.
Usa test year expenses, but remaove Vercna billing
535000 Billing Fees 752 7,229 790 6,153 767 6,212 1,246 787 660 5,658 30,263 (1.637) 28,626 expenses.
Remove refinancing, shareholder dispute, and Byrmes
560000 Legal Expenses 22,387 64,301 10,706 71,734 62,630 20,535 34,458 44,194 19,408 §,905 43 738 16,239 416,224 {286 902) 128,322 Conway charges. 95.79% affocation.
566000 Payroli Services g6 161 117 100 116 a1 -5} 113 138 o5 112 55 1,287 - 1,287 Use test year expenses.
567000 Seminar 1,238 391 85 64 2,279 - 2,279 October is OGA expense. Use test year,
£68000 Field Training 323 1,085 1,880 200 3,498 (323 3175 Accept Staffs adjustments.
570000 Fuel 1,972 2,031 1,349 1,628 1,836 2118 1,445 1,95¢ 1,246 2,315 1,680 2,000 21,458 (2.2249) 16,234 Reducs 50% of R. Sanders' fuel charges.
575000 Maintenance Equipment an 109 668 463 01 1812 - 1.812 Acoept Staffs adjustrents.
576000 Maint Street Cut 75 275 - 275 Use test year sxpenses,
S77000 Maint Supplies 40 58 320 &1 251 186 312 611 /2 349 n7 234 3,020 3,020 Use test year expenses.

578000 Maint Vehicles 646 68 SB7 1,260 822 323 576 1,462 134 5978 (3,058) 2,920 Restore F. Sanders' expenses.



OXFORD NATURAL GAS COMPANY
CASE NO 06-350-GA-CMR

MONTHLY FINANCIALS FOR THE TWELE MONTHS ENDED OCT 31, 2008

WPFC-2.1 Rev 3.03.07

REV. 3,03.07

580000 Miscellanecus 4,244 83 8,544 497 7,210 {11,895 1,187 309 8,200 1,190 355 15,067 {10,710} 4,357 Acept Staff's adjustments,
583000 Cellular Phones (321} (345) (270) (562) 802 1,881 238 39 (583) 1,840 683 {401) 4122 (174 3,948 Accept Staff's adjustments.
582000 Utittles 926 2947 1052 1808 1,384 1512 1,234 5828 1342 113 4,047 M5 0222 [£hE:) 20,104 Accept Staffs adjustiments,
Use Staff's adjustmants, but add $300 back for
585000 Meals 115 148 182 32 348 366 125 158 a2 20 25 40 2,062 {BBS) 1,107 expectsd expanses,
585250 Clothing Expense 166 307 164 €4 168 2,618 456 154 442 188 571 8520 (856) 4,873 Accept Staff's adjustments,
Use Stajt's adjustmants, but shoukt expect ¥, X for
normal indusiry travel for training and business
585500 Travel 849 1,708 7,365 733 5,097 1,144 907 ] 3,055 2,342 24,141 (18,144 5,000 mestings.
587500 Printing And Stationary 160 48 215 421 - 421 Usa tast year expenses.
Use tast year expenses, but add $9,500 for expected
586500 Computer Expenses 256 219 475 1,500 1,075 computer expenses.
S88000 Oifice Supplies & Equipment ) 216 462 1,020 474 247 350 945 213 718 822 261 5,836 22 4,914 Actept Staffs sdfustments.
541000 Lease Copier 464 138 138 138 138 168 159 13 1,557 - 1,557 Use test year expenses.
588500 Offica Cleaning 180 160 180 180 240 180 180 180 150 4.520 - 1,520 Ues tast year expenses.
589000 Other &2 a0 %5 53 48 168 78 40 i) 832 (238) 584 Acoapt Staffs adjustments.
539500 Postage 37 83 19 159 90 2 41 125 11 185 1,148 (74 1,074 Actept Staffs adustments.
590500 Payroll Expense SRA Match 2,051 2130 3,280 3,982 (3.335) 1.550 2,362 2132 965 14,345 508 15,154 Restors 2 positions, use 3% of salary expenses.
Restun billing suppast expenses, Capitalize and
582000 Payroll Expensa Subcontract 850 500 1,620 950 4.7 1,250 850 500 675 850 12,916 {4.029) 8,805 exclude $4,021 expense.
593000 Payroll Expense 38,848 72,540 40,827 38,447 38,992 36,395 41,186 38,444 58,127 38,860 35,949 36,498 517112 {11,889) 505,123 Annualkize last test year pay period.
598100 Payrol Expense Bonus 2,450 2,083 55,000 59,533 {47,083) 12,450 ARocate 2.5% budget of salaries for bonuses.
Use tust year expenses. Payment of $15,000 was
584000 Consulting Fees 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2914 F.R14) 15,000 made to John Stengar.
Rate Case - Legal - 53,333 33,323 3-yagr amonization of $100,000
Rats Case . Consuling 15,8930 16,980 S-year amortization of $78,000
Expense the porfion of the project that was for the
Bridge Construction 26,850 36,850 temporary movement of the gas main,
Highway 27 - - Work to be capitalized. To ba completed in 2007,
Tokal Other D& M Expenses 92,628 502 769 88,695 2291470 187,438 140,633 11,598 122243 113,847 95 024 118,817 106,988 1,882,885 (858.557) 1,224,339
Total Operation & Maintenance Exp. UG8 1,008,099 445,500 84y, 460 575,865 457,960 23,444 242,530 218,394 245,634 338,301 447,582 203,80/ ZANUT /244,100
531000 Depreciation 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 12,000 144,000 144,000
Taxes Other:
510000 FUTA 5 310 87 33 1 1,027 (467) 560 Restore positions. 10 x 0.008 x 7,000
620000 and 607000 State Unemploymert B17 309 280 &1 49 1,626 1164 2,790 Restore positions. 10 » 0.031 x 9,000,
532600 Taxes BWC 54 124 178 - 178 Use test year expenses.
£096 601 BOZ Taxes Other: 21143 8,259 47 {6,242) 8,683 120 &5 3143 {12,826) 3,158 {2,017) 1,138 Accept Saff's calculation.
805700 Taxes Real Estate 13,500 1,075 13,427 {13,421 14,575 16,362 30,937 Accept Staffs calsulation.
534000 Assassment Maint PUCO 2039 257 2,206 325 2621 For OCC Fund Assessment - use Staff's number.
H35000 Assessment PUCD 78 103 8,582 8,781 1817 10,578 For PUCO Maintenance - use Staff's number.
E08000 FICA Employer Malch 23 2,884 3123 7,148 2982 2,784 3,151 2,943 4447 2973 3056 2,638 40,442 {B4E) 30,504 7.85% x (5O5123+12450).
PUET - Recover through rider
Total Other Taxes 2213 17400 13,865 7905 3,349 13,265) 13,008 16,566 A605 6116 12.576) 7,805 66,368
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Bad Debt Tracker Calculation
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Appendix G
Staff List of 11 Representative Utilities
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Brainard Gas

East Ohio

General Sales Service 5.70
Large Volume Sales Servc 40.00
West Ohio

General Service Rate 4.38
Large Volume Gen Serve 32.24
Eastern*

General Service Rate 7.50
Industrial Service Rate 150.00
Gasco

Residential 5.50
Other up to 500 Mcf 30.00
All gthers 75.00
Northeast

Small Gseneral Service 6.30
General Service 17.50
Large General Service 52.50
Ohio Cumberland

General Service Rate 6.25
Ohio Gas*

General Service Rate 545
Pike*

General Service 7.00
Industrial Service Rate 150.00
Southeastern*

General Service Rate 6.50
Industrial Service Rate 150.00
Vectren”

Residential Sales 7.00
General Sales 10.00
General Sales B 25.00
Large General Sales 100.00

* Converted from Ccf




