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BEFORE

THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East Ohio
for Authority to Increase Rates for its Gas
Distribution Service,

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East Ohio
for Approval of an Alternative Rate Plan for its
Gas Distribution Service

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East Ohio
for Approval to Change Accounting Methods

Case No. 07-0829-GA-AIR

Case No. 07-0830-GA-ALT

Case No. 07-0831-GA-AAM

VOLUME 1
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion Fast

Ohio for Authority to Increase Rates for its Case No. 07-829-GA-AIR
Gas Distribution Service.

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East

Ohio for Approval of an Alternative Rate Plan Case No. 07-830-GA-ALT
for its Gas Distribution Service

In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East

Ohio for Approval to Change Accounting Case No. 07-831-GA-AAM
Methods

VERIFIED APPLICATION FOR AUTHORITY TO INCREASE RATES FOR GAS
DISTRIBUTION SERVICE, APPROVAL OF AN ALTERNATIVE RATE PLAN AND
APPROVAL TO CHANGE ACCOUNTING METHODS

The East Ohio Gas Company d/b/a Dominion East Ohio (“DEO” or “Company”),
pursuant to Sections 4909.18 and 4929.05, Ohio Revised Code, respectfully requests that the
Public Utilities Commission of Ohio (“Commission”} grant DEO authority to increase rates for
its gas distribution service, approve an alternative rate plan for its gas distribution service, and
approve changes in DEQ’s accounting methods. Tn support of this Application, DEQO states as
follows:

1. DEO is an Ohio corporation engaged in the business of supplying natural gas to
approximately 1.2 million customers in northeastern, western and southeastern Ohio, all of

whom wil{ be affected by this Application. DEO is a public utility as defined by Section
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4905.02, Ohio Revised Code, and a natural gas company as defined by Section 4905.03(A)(6),
Ohio Revised Code.

2. This Application is made pursuant to Section 4909.18, Ohio Revised Code, and
other related sections of the Ohio Revised Code, for authority to make changes and increases in
gas rates applicable in incorporated communities and_unincorporated territories within DEO’s
entire service area, which includes all or portions of Allen, Ashland, Ashtabula, Auglaize,
Belmont, Columbiana, Cuyahoga, Fulton, Geauga, Guernsey, Holmes, I.ake, Mahoning, Medina,
Mercer, Monroe, Paulding, Portage, Putnam, Shelby, Stark, Summit, Trumbull, Tuscarawas, Van
Wert, Washington and Wayne Counties in Ohio,

3. In this Application, DEO proposes changes to the following rates: General Sales
Service (*“GSS”); Large Volume General Sales Service (“LVGSS”), Eﬁergy Choice
Transportation Service (“ECTS”); Large Volume Energy Choice Transportation Service
(“LVECTS”); General Transportation Service (“GTS”); Transportation Service for Schools
(“TS88"); Daily Transportation Service (“DTS”); and Firm Storage Service (“FSS”). DEO is also
proposing adjustments to the Transportation Surcredit Rider and the rates charged for Volume
Banking Service (“VBS”) and to other charges set forth in the Company’s Rules and Regulations
and pooling service offerings such as its Energy Choice Pooling Service.

4, In addition to changes in the foregoing rates, DEO also proposes adjusting its
Gross Receipts Tax (“GRT”} Rider. The current GRT Rider is applied only to gas cost charges
billed under the GSS and LVGSS rate schedules. The proposed GRT Rider will apply to all of
the charges billed by DEO on all rate schedules, excluding charges billed on behalf of Energy
Choice suppliers that may be subject to applicable sales tax rates and charges billed to customers

that are statutorily exempted from the payment of gross receipts taxes.
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5. To recover the cost of DEQ’s proposed system-wide installation of automated
meter reading (“AMR”) equipment, DEO requests approval of an AMR Cost Recovery Charge.
This flat monthly charge will be added to the otherwise applicable customer service charge for
all customers under the following rate schedules: GSS, LVGSS, ECTS, LVECTS, GTS and TSS.
The charge is proposed to recover the depreciation, incremental property taxes and post in-
service carrying costs associated with the installation of AMR equipment throughout DEQ’s
system,

6. The Application also requests a potential $5.5 million increase in spending per
year on customer conservation programs. According to DEQ’s plan, $2.5 million per year would
be initially added to DEO’s current expenditure of $3.5 million. If the program meets or exceeds
approved targets, DEO would expand the program $1 million per year for each of the next three
years.

7. DEQ also submits this Application pursuant to Section 4929.05, Ohio Revised
Code, and related sections of Chapter 4929, Ohio Revised Code, for approval of an alternative
rate plan. Under this authority, DEO secks approval of a Sales Recongiliation Rider (“SRR”) to
recover the difference between normalized actual base rate revenues and approved test year
revenues adjusted to reflect changes in the number of customers. The rider rate will be zero
when the tariff is approved. Effective November | of each year, the rider rate will be revised
after further approval. This proposed rider would apply to the GSS, LVGSS, ECTS and
LVECTS rate schedules. Alternative Rate Plan Exhibits A through J are attached to this
Application and are incorporated herein.

8. A Notice of Intent to file was served on the Commission and the mayor and

legislative authority of each municipality affected by this Application on July 20, 2007, pursuant
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to Section 4909.43(B), Chio Revised Code, and in compliance with the Commission’s Standard
Filing Requirements set forth in Section 4901-7-1, Ohio Administrative Code.

Q. As authorized by the Commission’s Entry of August 15, 2007, DEC’s
Application is based on a test year beginning January 1, 2007, and ending December 31, 2007,
and a date certain of March 31, 2007.

10.  DEO estimates that the rate changes proposed herein, if granted in full, would
increase gross revenues by approximately $75 million or 7.1% annually over the test period
gross revenues generated from providing service to customers. The requested rates, if granted in
full, would result in a net base revenue increase of approximately of approximately $72.5 million.

11.  DEOQ files this Application to recognize in rate base its substantial investment in
pipelines, meters and other jurisdictional assets since its last rate case, and to generate sufficient
revenues for DEQ to pay its operating expenses, service its debt and provide an adequate rate of
return on its property used and useful in the rendition of gas service to its customers. DEQ’s
cutrent base rates, authorized by the Commission in Case No. 93-2006-GA-AIR, are based on a
test year beginning October 1, 1993, and ending September 30, 1994, and a date certain of
December 31, 1993. Since that test year, the property used and useful in the rendition of gas
service to the customers affected by this Application has materially increased, as have many of
the expenses associated with providing that service. As a result, the current rates are projected to
provide a 4.31% rate of return for the proposed test period. This is substantially below the
10.67% return found reasonable for DEO by the Commission in DEQO’s last base rate proceeding.
DEO submits that a return of 8.59% is fair and reasonable.

12.  Asrequired by Section 4909.18, Ohio Revised Code, and the Commission’s

Standard Filing Requirements, DEQ is filing concurrently with this Application the following:
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(a)

(b)

(c)

(d)

(€)

H

(g)

(h)

(i)

)

Schedule A-1, which provides certain financial data for the proposed test
year and date certain, and Schedule A-2, which provides a calculation of a
mirrored CWIP Revenue Surcredit Rider;

Schedules B-1 through B-9, which report DEO’s property used and useful
in rendering gas service to those customers affected by this Application, as
provided in Section 4909.05, Ohio Revised Code;

Schedules C-1 through C-~13, which contain:

(i) Detailed schedules of DEO’s revenues and incomes from all
sources, DEQ’s operating costs and other expenditures, and certain
adjustments which DEO deems applicable; and

(il) A statement of income and expense anticipated under this
Application;

Schedules D-1 through D-5, which contain a statement of DEQ’s cost of
capital and its financial condition summarizing assets, liabilities and net
worth;

Schedules E-1 through E-5, which set forth DEO’s proposed tariff
schedules, current tariff schedules, narrative rationale for tariff changes,
cost-of-service study, revenue summary at current and proposed rates, and
typical bill comparisons;

Schedule F, which sets forth projected financial data prepared on two
bases: (1) assuming no rate increase and (2) assuming that 100 per cent of
the rate increase requested is granted;

Schedule G, which provides projected financial data reflecting the effects
of DEO’s proposed alternative rate plan and under the assumption that the
proposed plan is not adopted;

Schedules S-1 and 8-2, which provide certain capital-expenditure and
financia! forecast information;

Schedule S-3, which is a proposed notice for newspaper publication, fully
disclosing the substance of the Application and other information required
by Section 4909.18, Ohio Revised Code; and

Schedule S-4.1, which is an executive summary of DEQ’s corporate
process, and Schedule S-4.2, which describes management policies and
practices.

Additionally, as required by Section 4929.05, Ohio Revised Code, and Section

4901:1-19-05, Ohio Administrative Code, DEO has attached the following to its Application:
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(a)

(b)

(©)

(d)

(e)

()

(g)

(h)

()

(k)

Alt. Reg. Exhibit A, which provides a defailed alternative rate plan,
including the facts and grounds upon which the Application is based, the
plan’s elements and other matters as required by these rules, and the
rationale for the initial proposed tariff changes for all impacted natural gas
services;

Alt. Reg. Exhibit B, which establishes that DEO’s plan does not deviate
from traditional rate of return regulation, and explains DEQ’s rationale for
its proposed alternative rate plan, including how it better matches actual
experience or performance of the company in terms of costs and quality of
service to its regulated customers;

Alt. Reg. Exhibit C, which establishes that DEQ’s pian does not propose
to sever costs and rates:

Alt. Reg. Exhibit D, which provides a description of the service which the
Commission has exempted under 4929.04, Ohio Revised Code, the case
number authorizing such exemption, a copy of the approved separation
plan and a copy of the approved code of conduct;

Alt. Reg. Exhibit E, which provides a complete matrix showing each rate,
service or regulation that is included in the plan and an explanation of how
it may be affected during the term of the plan;

Alt. Reg. Exhibit F, which explains how potential issues concerning cross-
subsidization of services have been addressed in the plan;

Alt. Reg. Exhibit G, which explains how the applicant is in compliance
with Section 4905.35, Ohio Revised Code, and is in substantial
compliance with the policies of the state of Ohio specified in Section
4929.02, Ohio Revised Code; Alt. Reg. Exhibit G also explains how DEO
expects to continue to be in substantial compliance with the policies of the
state specified in Section 4929.02, Ohio Revised Code, after
implementation of the alternative rate plan;

Alt. Reg. Exhibit H, which provides by reference to Schedule G certain
projected financial data if the plan is adopted;

Alt. Reg. Exhibit I, which provides by reference to Schedule G certain
projected financial data if the plan is not adopted;

Alt. Reg. Exhibit J, a list of witnesses sponsoring each of the exhibits in its
alternative rate plan application; and

An explanation that DEQ is not seeking an alternative form of rate setting
to that found in Section 4909.15, Ohio Revised Code,



14, At the time of the filing of this Application, no municipal corporation has in effect
any ordinance or franchise that does, or will, regulate the rates or charges to any customer
affected by this Application,

15.  Pursuant to Section 4901-7-01, Appendix A, Chapter I, Section (A)(6)(a), DEO
will file prepared direct testimony in support of the proposals in this Application within fourteen
days of the filing of this Application.

WHEREFORE, because the rates, prices, charges and other provisions in the current rate
schedules do not yield just and reasonable compensation to DEO for providing gas service to the
customers to which they are applicable and do not yield a just and reasonable return to DEO on
the value of the property used for furnishing gas service to such customers, and because
continuation of the rates currently in effect would be unconstitutionally confiscatory, DEO
respectfully requests that the Commission:

(a)  Accept this Application for filing;

(b)  Find that this Application and the attached Schedules are in accordance
with Sections 4909.18 and 4929.25, Ohio Revised Code, and the rules of
the Commission;

(¢)  Approve the Form of Netice in the attached Schedule S-3,

(d) Find that the current rates, prices and charges for gas service are unjust,
unreasonable and insufficient to yield reasonable compensation to DEQ
for the gas service rendered,;

(e) Find that the rates, charges and other provisions of the proposed Rate
Schedules included in Schedule E-1 are just and reasonable and approve
the same;

€3] Find that DEQ is in compliance with Section 4905.35, Ohio Revised Code,
and the state policy set forth in Section 4929.02, Ohio Revised Code, and
that DEQO will remain in compliance with Section 4929.02, Ohio Revised
Code, after the plan is implemented;

(g) Approve the alternative rate plan requested under Section 4929.05, Ohio
Revised Code;
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(h)

(1)

0))

Approve any changes in DEQO’s accounting methods that may be
necessary to implement the Commission’s approval of this Application;

Fix the date on or after which service provided is subject to the proposed
rates; and

Grant any other approval necessary and proper in order to implement the
relief requested by the Application.
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Respectfully submitted,

THE EAST OHIO GAS COMPANY D/B/A
DOMINION EAST OHIO

qéwcw

Bruce C. Klink, Vice President



VERIFICATION

STATE OF OHIO )
)
COUNTY OF CUYAHOGA )

I, Bruce C. Klink, Vice President of the East Ohio Gas Company d/b/a Dominion East
Ohio, being first duly sworn, hereby verify that the information contained in this Application is
true and correct to the best of my knowledge, information and belief.

(7§Lwo€ QM

Bruce C. Klink

Sworn and subscribed in my presence this.'74% day of August 2007.

%%Z@ﬂz
Notary Pyo C RYN L. PETERSON

li
HAR :
io, State of Onio, Guy. CtY:
W@om\::i?;zon Expires Qct. 24, 2000
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VERIFICATION

STATE OF OHIO )
)

COUNTY OF CUYAHOGA )

I, Robert A. Westbrooks, Assistant Secretary of the East Ohio Gas Company d/b/a

Dominion East Ohio, being first duly sworn, hereby verify that the information contained in this

Application is true and correct to the best of my knowledge, information and belief.

At A e ettt

Robert A. Westbrooks

Sworn and subscribed in my presence this @7 day of August 2007,

@ A ) dwar.

Notary Public

,tﬂﬂ ﬁ. ﬁ?ﬂfﬁﬂ, .&ﬂﬁmy
NOTARY PUBLIC ~ STATE OF OHIC
Ay commission has ne expiration date

Section 147.03 R, C,




CONTACT INFORMATION

Company Official to be contacted regarding the Application:

Jeffrey A. Murphy

Director, Pricing and Regulatory Affairs
1201 East 55th Street

Dominion East Ohio

Cleveland, OH 44101

Telephone: (216) 736-6376
jeff.murphy@dom.com

Attorneys for the East Ohio Gas Company d/b/a Dominion East Ohio:

David A. Kutik

JONES DAY

North Point, 901 Lakeside Avenue
Cleveland, Ohio 44114-1190
Telephone: (216) 586-3939
Facsimile: (216) 579-0212
dakutik@jonesday.com

Christopher W. Flynn
JONES DAY

77 West Wacker

Chicago, lllinois 60601-1692
Telephone: (312) 782-3939
Facsimile: (312) 782-8585
cwilynn@jonesday.com

Mark A. Whitt (Counsel of Record)
Andrew J. Campbell

JONES DAY

Mailing address:

P.O. Box 165017

Columbus, Ohio 43216-5017
Strect address:

325 John H. M¢Connell Blvd., Suite 600
Columbus, Ohio 43215-2673
Telephone: (614) 469-3939
Facsimile: (614) 461-4198
mawhitt@jonesday.com
ajcampbeli@jonesday.com
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Jean A. Demarr

THE EAST OHIO GAS COMPANY
d/b/a DOMINION EAST OHIO
1201 East 55th Street

Cleveland, Ohio 44101

Telephone: (216) 736-6334
Facsimile: (216) 736-5308
Jean.A.Demarr@dom.com
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CERTIFICATE OF SERVICE

[ hereby certify that a copy of the foregoing Application was sent by ordinary U.S. mail

to the following parties on thisggmay of August, 2007.

City of Cleveland

Robert J. Triozzi, Director of Law
City Hall, Room 106

601 Lakeside Drive

Cleveland, OH 44114

Direct Energy Services, LI.C
Eric Stephens

5440 Frantz Road

Suite 250

Dublin, OH 43016

Industrial Energy Users of Ohio
Samuel C. Randazzo, General Counsel
McNees Wallace & Nurick LLC

21 East State Street, 17" Floor
Columbus, OH 43215

The Western Reserve Alliance,

Greater Cleveland Welfare Rights
Organization,

The Cleveland Community Energy Coalition,
and Legal Aid Society of Cleveland

¢/o Joseph Meissner

1223 West Sixth Street

Cleveland, OH 44113

National Energy Marketers Association
Craig G. Goodman, Esq.

3333 K Street, N.W.

Suite 110

Washington, D.C. 20007
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Mark Whitt

Constellation Energy Commodities Group, Inc.
M. Howard Petricoff, Attorney

Vorys, Sater, Seymour, Pease, LLP

52 East Gay Street

P. Q. Box 1008

Columbus, OH 43216-1008

Amerada Hess Corporation
Jay L. Kooper

Director of Regulatory Affairs
One Hess Plaza, 12% Floor
Woodbridge, NY 07095

Interstate Gas Supply, Inc.
Scott White, President
5020 Bradenton Avenue
Dublin, OH 43017

MXENERGY, Inc.

Harry Kingerski

595 Summer Street, Suite 300
Stamford, CT 06901

Northeast Ohio Public Energy Council
1615 Clark Avenue
Cleveland, OH 44109



Office of the Consumers Counsel
10 West Broad Street, Suite 1800
Columbus, OH 43215-3485

Ohio Partners for Affordable Energy
David Rinebolt

337 South Main Street

4" Floor, Suite 5

P. O. Box 1793

Findlay, OH 45839-1793

Shell Energy Services Co. LLC
Chris Wade, Regulatory Manager
910 Louisiana Street, Suite 4100
Houston, TX 77002

WPS Energy Services, Inc.
Daniel Verbanac

1716 Lawrence Drive

De Pere, WI 54115

Consumers for Fair Utilities Rates
Tim Walters

4115 Bridge Avenue

Cleveland, OH 44113

Empowerment Center of Greater Cleveland
3030 Euclid Avenue

Unit 100

Cleveland, OH 44115

Neighborhood Environmental Coalition
Rev. Mike Frank, Co-Chair

5920 Engle Avenue

Cleveland, OH 44127

Ohio Gas Marketing
3933 Price Road
Newark, OH 43055

COT-1380165v1

Ohio Gas Association

Roy Rushing, Executive Director
200 Civic Center Drive
Columbus, OH 43215

Proliance Energy, LLC

Jack Larch

111 Monument Circle

Suite 2200

Indianapolis, IN 46204-5178

Vectren Retail, LLC
Lawrence K. Friedeman
V.P. Regulatory Affairs
One Vectren Square

20 NW 4™ Street
Evansville, IN 47708

Chio Department of Education
25 South Front Street
Columbus, OH 43215-4183

The Northeast Ohio Apartment Association
408 West St. Clair Ave. Suite 200
Cleveland, OH 44113

Greater Cleveland Housing Network
2999 Payne Avenue
Cleveland, OH 44114

Ohio Gas Marketers Group
M. Howard Petricoff

52 East Gay Street

P. O. Box 1008

Columbus, OH 43216-1008

The Ohio Oil and Gas Association
P. O. Box 535
Granville, OH 43023-0535



Ohio Energy Group

David Boehm

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202
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THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Case No. 07-0830-GA-ALT
Alternative Rate Plan

ALT. REG. EXHIBIT A: ALTERNATIVE RATE PL.AN DESCRIPTION

The operation of the Sales Reconciliation Rider (“SRR™) is set forth in the description
section of the proposed rider:

The Sales Reconciliation Rider (SRR) shall recover the differences
between Actual Base Revenues and Adjusted Order-Granted Base
Revenues for the applicable Rate Schedules.

Actual Base Revenues are defined as weather-normalized monthly
base revenues for such Rate Schedules, prior to the SRR
adjustment.

Adjusted Order-Granted Base Revenues are defined as the monthly
base revenues for the applicable Rate Schedules as approved by the
Commission’s Order in East Ohio’s last base rate case, as adjusted
to reflect the change in number of customers from the levels
approved by the Commission. To reflect the change in number of
customers, Order-Granted Base Revenue per customer is
multiplied by the net change in number of customers since the like
month during the test year, with the product being added to the
Order-Granted Base Revenues for such month.

East Ohio shall defer the calculated differences between Actual
Base Revenues and Adjusted Order-Granted Base Revenues for the
applicable Rate Schedules for subsequent return or recovery via
the SRR. East Ohio shall reflect in a revised SRR cffective
November 1 of each year the accumulated monthly differences
between Actual Base Revenues and Adjusted Order-Granted Base
Revenues.

The accumulated monthly differences for each Rate Schedule shall
be divided by projected volumes to determine the applicable SRR.
Projected and actual recoveries by Rate Schedule under the SRR
are reconciled, with any under of over recovery being recovered or
returned via the SRR over the next 12 months.

COI-1380482v1



As noted by the Commission in its June 27, 2007 Supplemental Opinion and Order in
Case No. 05-1444-GA-UNC, “the linking of gas consumption with the public utility’s ability to
tmeet its revenue requirements is counterproductive to energy efficiency.” (Opinion and Order, p.
18.) Approval of the SRR will eliminate DEQ’s disincentive to support energy conservation
measures through Demand Side Management (“DSM”) or other programs by decoupling the
linkage between customer usage and the Company’s opportunity to receive revenue requirements
based on its cost of providing utility service. The request for approval of the SRR is
accompanied in the Application by a proposal to increase energy conservation spending by more
than 150% over three years from $3.5 million per year to $9.0 million per year. The potential
implementation of the SRR was a key factor in DEO’s proposal to significantly expand its efforts
to promote more efficient use of natural gas by its customers. Approval of the SRR will also
reduce the need for more frequent rate cases caused by declining use per customer attributable to
energy conservation.

The proposed rider will apply only to the Company’s sales and Energy Choice customer
classes under the General Sales Service (GSS), Large Volume General Sales Service (LVGSS),
Energy Choice Transportation Service (ECTS) and Large Volume Energy Choice Transportation
Service (LVECTS) rate schedules. This is because gas consumption by the traditional
transportation customer class is heavily influenced by market and economic considerations that
may outweigh broader energy conservation trends in the class. DEO’s proposed rider is modeled
on the mechanism approved by the Commission in Case No. 05-1444-GA-UNC. There is no
transition plan proposed for the alternative rate plan because it is limited to petiodic adjustments
to the SRR rate that will be calculated, requested and administered in the same manner as other

rider rate adjustments.
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THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Case No, 07-0830-GA-ALT
Alternative Rate Plan

ALT, REG. EXHIBIT B:
PROPOSAL RELATIVE TO TRADITIONAL RATE OF RETURN REGULATION

Because it merely offers the Company the opportunity to meet revenue requirements
established in the context of a base rate case proceeding, DEO’s SRR proposal does not deviate
from traditional rate of return regulation. Such regulation establishes the cost of service using
representative test year operating expenses, including a fair and reasonable rate of return on rate
base as of the date certain. Reduced gas consumption attributable to energy conservation inhibits
a utility’s ability to prospectively earn its Commission-approved revenue requirement. The SRR
mechanism addresses that problem, which is largely caused by an over-reliance on volumetric
rates. Moving to a straight fixed variable rate design would eliminate the problem entirely. That
rate design, however, is inconsistent with the Commission’s historical approach to calculating
customer-related cost, which significantly understates the amount of costs that do not vary with
usage. Under the circumstances, the SRR represents an acceptable means to achieve an outcome
consistent with traditional rate of return regulation within the historical rate design approach
utilized by the Commission.

The proposed SRR better matches actual experience and the Company’s cost of providing
service to its regulated customers by recovering the difference between the Company’s weather-
normalized actual base revenues and those approved in this case, as adjusted for customer
additions. Actual experience is reflected in the use of weather-normalized actual base revenues

and customer additions, while the match to the cost of providing service is accomplished by the
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use of order-granted base revenues, which are based on the jurisdictional cost of service
determined by the Commission. The use of weather-normalized actual base revenues is not the
equivalent of a weather-normalization clause. The Company remains at risk for any variation in
weather. Weather-normalized base revenues are used solely to provide an “apples to apples”

comparison with order-granted base revenues, which will also be based on normal weather.
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THE EAST OHIO GAS COMPANY d/bfa DOMINION EAST OHIO
Case No. 07-0830-GA-ALT
Alternative Rate Plan

ALT. REG. EXHIBIT C: SEVERING OF COSTS AND RATES

The alternative rate plan proposéd by the Company does not constitute a severing of costs
and rates. Therefore, according to Section 4901:1-19-05(C)(2)(c), Ohio Administrative Code, it
is not necessary for DEQ to compare how its proposed alternative rate plan would have impacted
actual performance measures (operating and financial) during the most recent five calendar years.

Rather than sever cost and rates, DEO’s proposal provides a greater alignment of costs
and rates by maintaining rates that are consistent with the cost of service determined by the
Commission under traditional rate regulation. In the absence of the SRR, DEO would be
constrained to file rate cases more frequently. Although such rate cases are accompanied by a
degree of regulatory lag, the proposed SRR operates on a lag as well in that it accumulates for a
year the effect of declining normalized use per customer and the addition of new customers
before rates are subsequently adjusted to reflect those changes. All other things being equal,
implementation of the SRR will result in rates that are comparable to those established under
tradition rate of return regulation without a rate case expense that would ultfrnately be borne by

ratepayers.,
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THE EAST QHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Case No. 07-0830-GA-ALT
Alternative Rate Plan

ALT, REG. EXHIBIT D; AUTHORIZED EXEMPTION FROM SERVICES

In its May 26, 2006 Opinion and Order in Case No. 05-474-GA-ATA, the Commission
approved an exemption for DEO from the commodity-sales-service-related provisions of Title 49
as delineated in Section 4929.04(A), Ohio Revised Code, to undertake a pilot program to test
alternative market-based pricing of commodity sales. The Company’s Commission-approved
separation plan and code of conduct, as set forth in DEO’s General Terms and Conditions of

Energy Choice Pooling Service, is attached to this Exhibit.
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244  (a)
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(b)
()

(d)

(e)

(H

(g)

(h)

(1)

G

(k)

EAST OHIO STANDARDS OF CONDUCT

East Ohio shall apply tariffs in a nondiscriminatory mannet.
East Ohio shall enforce the tariffs in a nondiscriminatory manner.
East Ohio shall not give any Supplier, including its marketing affiliate, or

Customers of any Supplier, including its affiliate, preference over any
other Suppliers or Customers. For purposes of East Ohio’s firm

" transportation programy, any ancillary service provided by East Ohio that is

not tariffed (e.g., billing and envelope service), shall be priced uniformly
for affiliated and nonaffiliated companies and available to all equally.

East Ohio shall process all similar requests for transportation in the same
manner and within the same approximate period of time.

East Ohio shall not disclose to anyone, other than an East Ohio employee,
any information regarding an existing or proposed gas transportation
arrangement, unless authorized by the End Use Customer.

If a Customer requests information about Suppliers, East Ohio shall
provide a list of all Suppliers operating on its system, but shall not endorse
any Supplier nor indicate that any Supplier will receive preference because
of a corporate relationship.

East Ohio shall, to the extent practicable, separaic the activities of its
operating employees from its affiliate marketing employees in all areas
where their failure to maintain independent operations may have the effect
of harming Customers or unfairly disadvantaging unaffiliated Suppliers
under East Ohio’s transportation programs.

East Ohio shall not condition or tie its agreements to gas supply or for the
release of interstate pipeline capacity to any agreement by a Supplier,
Customer, or third party in which its marketing affiliate is involved.

East Ohio and its marketing affiliate shall keep separate books of accounts
and records.

Neither East Ohio nor its marketing affiliate shall communicate the idea
that any advantage might accrue in the use of the East Ohio’s service as a
result of dealing with any Supplier, including its marketing affiliate.

East Ohio’s name and logo shall not be used in its marketing affiliate’s
promotional material, unless the promotional material discloses in plain,
legible or audible language, on the first page or at the first point where
East Ohio’s name and logo appears, that its marketing affiliate is not the
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same company as East Ohio. East Ohio shall not participate in exclusive
joint activities with any Supplier, including its marketing affiliate,
including advertising, marketing, sales calls or joint proposals to any
existing or potential Customers.

(D East Ohio shall establish a complaint procedure for issues concerning
compliance with these standards of conduct. All complaints, whether
written or oral, shall be referred to East Ohio’s designated attorney. The
designated attorney shall orally acknowledge the complaint within five (5)
working days of receipt. The designated attorney shall prepare a written
statement of the complaint, which shall contain the name of the
complainant and a detailed factual report of the complaint, including all
relevant dates, companies involved, employees involved, and specific
claim. The designated attorney shall communicate the results of the
preliminary investigation, including a description of any course of action
which was taken, to the complainant in writing within thirty (30) days
after the complaint was received. The designated attorney shall keep a file
with all such complaint statements for a period of not less than three years,

East Ohio shall render a bill to End Use Customers for distribution service
rendered under the ECTS and LVECTS rates schedules. Pursuant to a separate
Billing Agreement, Supplier shall have the option of East Ohio rendering a
combined bill to End Use Customers for both distribution and commodity service,
or Supplier may bill for those services independently. All customer bills and
payments shall be handied in accordance with OAC Rule 4901:1-29-12 except for
4901:1-29-12(F), (1), and (K}, for which a waiver was granted.

East Ohio shall conduct its activities consistent with its tariff governing its Energy
Choice Transportation program and the applicable PUCO rules governing natural
gas governmental aggregations and minimum service requirements for
competitive natural gas service for which it has not been granted waivers,



THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO

Case No. 07-0830-GA-ALT

Alternative Rate Plan

ALT. REG, EXHIBIT E: MATRIX OF RATES AND SERVICES INCLUDED IN PLAN

The matrix of rate schedules affected by the alternative rate plan is as follows:

-

Ra;ﬁgi‘;i‘:]ule Psrf)?;:ic:d How It May Be Affected

Gas The proposed alternative rate plan will permit recovery of
GSS/ECTS Distribution | the difference between the Company’s weather-normalized

Service actual base revenues and those approved in this case, as

adjusted for customer additions, for the GSS/ECTS and

G?S oo LVGSS/LVECTS classes separately. Specific details of the

LVGSS/LVECTS glsu:lcb“hon mechanism are described in Alt. Reg. Exhibit A,
ervice

COI-1380432v1




THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Case No. 07-0830-GA-ALT
Alternative Rate Plan

ALT. REG. EXHIBIT F: CROSS-SUBSIDIZATION OF SERVICES

The proposed alternative rate plan prevents cross-subsidization across services and rate
schedules by calculating SRR adjustments separately for the GSS/ECTS and LVGSS/LVECTS

customer classes.

COI-1380482v1



THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Case No. 07-0830-GA-ALT
Alternative Rate Plan

ALT, REG. EXHIBIT G: COMPLIANCE WITH SECTIONS 4905.35 AND 4929.02,
Oun10 REVISED CODE

Section 4905.35, Ohio Revised Code, prohibits a utility from giving undue or
unreasonable preference or advantage to any party or subjecting a party to undue or unreasonable
prejudice or disadvantage; requires a utility to offer regulated services or goods to all similarly
situated consumers, including those with which it is affiliated or which it controls, under
comparable terms and conditions; mandates unbundling of services that include both regulated
and unregulated services or goods; and prohibits a utility from conditioning or limiting the
availability or condition of services or goods on the basis of the identity of the supplier of other
services or goods or on the purchase of unregulated services or goods. DEQO’s approved
separation plan and code of conduct (attached to Alt. Reg. Exhibit D), is based on the
requirements of Section 4905.35 and requires the Company to comply with these requirements as
noted in the following provisions: |

s East Ohio shall apply tariffs in a nondiscriminatory manner.

» East Ohjo shall enforce the tariffs in a nondiscriminatory manner.

¢ East Ohio shall not give any Supplier, including its marketing affiliate, or Customers

of any Supplier, including its affiliate, preference over any other Suppliers or
Customers. For purposes of East Ohio’s firm transportation program, any ancillary
service provided by East Ohio that is not tariffed (e.g., billing and envelope service),
shall be priced uniformly for affiliated and nonaffiliated companies and available to

all equally.

s East Ohio shall process all similar requests for transportation in the same manner and
within the same approximate period of time.

COI-1380482v1



¢ East Ohio shall not condition or tie its agreements to gas supply or for the release of
interstate pipeline capacity to any agreement by a Supplier, Customer, or third party
in which its marketing affiliate is involved.

o Neither East Ohio nor its marketing affiliate shall communicate the idea that any

advantage might accrue in the use of the East Ohio’s service as a result of dealing
with any Supplier, including its marketing affiliate.

DEQ requires all employees dealing with customers or suppliers in the areas covered by
the code of conduct to receive annual training regarding its purpose and application, DEO’s
success in complying with those provisions is demonstrated by the fact that no customer or
supplier has filed a complaint alleging that the Company violated any aspect of its code of
conduct since it was approved over ten years ago. DEO does not engage in several of the
activities governed by Section 4905.35 because it does not bundle regulated and unregulated
services or goods in its offerings to customers.

Section 4929.02, Ohio Revised Code, sets forth the state policy regarding natural gas
services and goods. That policy promotes the availability of adequate, reliable and reasonably
priced services and goods as well as the unbundling and comparability of those services and
goods. It also supports effective choices for supplies and suppliers and encourages market
access to supply- and demand-side services and goods. Other provisions address the importance
of effective competition and the regulatory treatment needed to support that competition. The
extensive record evidence produced in Case No. 05-474-GA-ATA demonstrates that DEQ is in
substantial compliance with those policies.

In its May 26, 2006 Opinion and Order in Case No. 05-474-GA-ATA approving Phase 1
of DEQ’s planned exit from the merchant function, the Commission found that “Phase 1
substantially complies with the policy requirements of Section 4929.02, Revised Code, and with
the requirements in Section 4929.04, Revised Code, for a showing of: (1) effective competition

or (2) that customers have reasonable alternatives.” (Opinion and Order, p. 27.) DEQ’s ongoing

COIL-1380482v1



compliance is demonstrated by the following Energy Choice customer participation and market

share data as of July 2007:

Energy Choice Enrollments

2|

et R e e T
o A P

Dee 0l Dec- Jun®? Dec- Jmldd Dec-
00 0l 0 03

|0 Residential m Nonresidential 8 Aggregation |

Energy Choice Market Shares —7/07

Other 10

Energy Choice Participation Rate:
73% of Eligible Customers

The Commission’s May 26, 2006 Opinion and Order in Case No. 05-474-GA-ATA
recognizes that, with the exception of Atlanta Gas Light which has already exited the merchant

function, DEO’s retail commodity market is the most competitive in the couniry. (See Opinion

COI-1380482v1



and Order, p. 26-27.) In Phase 1 of DEO’s plan to exit the traditional purchased-gas-adjustment
commeodity sales market, the Company successfully conducted the first-ever descending clock
auction for the procurement of wholesale natural gas supplies for its remaining sales market.
DEO expects to continue to be in substantial compliance with the state policy specified in
Section 4929.04 of the Revised Code by (1) completing the Phase 1 pilot program, which was
approved by the Commission through August 31, 2008, and (2) filing a Phase 2 application in
which it will continue moving toward an exit from the merchant function by placing all eligible
customers into a direct retail relationship with an approved Energy Choice supplier.

DEQO’s participation in the above-described process advances many of the policies
described in Section 4929.02(A), including subsections (2), (3), (4), (5), (6), (7), (8), and (11).
DEQ will continue to participate in this Commission-approved process and thus continue to
comply with Ohio’s natural-gas policy. Approval of the SRR will not take DEO out of
compliance, and thus DEO’s substantial compliance with Section 4929.02 will continue if the
proposal is approved.

There are,.in fact, ways in which approving the SRR will advancé Ohio’s policies to an
even greater degree than before. For example, 4929.02(A)(1) explains that it is Ohio’s policy to
“[p]romote the availability to consumers of adequate, reliable, and reasonably priced natural gas
services and goods.” As the Commission found in approving DEO’s Phase 1 application, DEO
currently promotes that policy. That will not change upon approval of the SRR. By ensuring
that DEQ is given the opportunity to earn the revenue requirement determined by the
Commission, the SRR will enable DEO to continue to offer adequate and reliable gas service ata
reasonable price. The price will remain tied to the Commission-approved revenue requirement

and thus will remain reasonable, Indeed, given that many of DEQ’s costs of providing adequate

COI-1380482v1



and reliable service do nof vary with the number of customers, pricing with the SRR is more
reasonable than without it. If the SRR is not approved, and DEO’s revenue is allowed to decline
in relation to its costs, the goal of adequate and reliable natural gas services and goods may be
frustrated.

The SRR will also continue DEO’s encouragement of “innovation and market access for
cost-effective supply- and demand-side natural gas services and goods.” R.C. § 4929.02(A)(4).
Phase 1 encouraged this aspect of Ohio policy by clearing up price distortions caused by the Gas
Cost Recovery mechanism in the competitive supply market and thus supporting access to that
market for suppliers, consumers, and providers of demand-side services and goods. The SRR
supports this policy in a different way. Measures to encourage conservation represent one
category of “demand-side natural gas services and goods.” By more accurately tying DEO’s
rates to its costs of providing service, the SRR eliminates any disincentive to encourage
conservation that inheres in a strictly volumetric rate design. By eliminating this disincentive,
the SRR allows DEO to align with numerous other stakeholders who seek to encourage
conservation but who labor without any comparable hindrance.

In conclusion, DEQO substantially complies with Section 4929.02, Ohio Revised Code,

and will continue to do so upon approval of this Application.

COI-1380482v1



THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Case No. 07-0830-GA-ALT
Alternative Rate Plan

ALT. REG. EXHIBITS H & I: PROJECTED FINANCIAL DATA

Section G of the Application sets forth the projected financial information through the
term of the proposed alternative rate plan reflecting the effects of the proposed plan and under

the assumption that the proposed plan is not adopted.

COI-1380482v]



THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Case No. 07-0830-GA-ALT
Alternative Rate Plan

ALYT. REG. EXHIBIT J: LIST OF WITNESSES

The Company’s list of witnesses sponsoring the exhibits in the Application is the same as
that contained in Case No. 07-0829-GA-AIR. Jeffrey A. Murphy, Director of Pricing and
Regulatory Atfairs for DEQ, will sponsor testimony supporting DEQ’s alternative rate plan

description and the related exhibits.

COI-1380482v1



THE EAST OHIO GAS COMPANY d/b/a DOMINION EAST OHIO
Case No. 07-0830-GA-ALT
Alternative Rate Plan

STATEMENT REQUIRED BY SECTION 4901:1-19-05(C)(3), OHIO ADMINISTRATIVE CODE

As indicated in the preceding description of its alternative rate plén, the Company is not
secking alternative forms of rate setting than that found in Section 4909.15, Ohio Revised Code.
Therefore, the statements described by Section 4901:1-19-05(C)(3), Ohio Administrative Code,
are not required. As noted in Alt. Reg. Exhibit G, DEO is committed to completing the Phase 1
pilot program to test alternative market-based pricing of commodity sales and filing a Phase 2
application in which it will continue moving toward an exit from the merchant function by
placing all eligible customers into a direct retail relationship with an approved Energy Choice
supplier. The Company has provided detailed information regarding its approved Phase 1 and

proposed Phase 2 processes to a broad stakeholder group, including Commission Staff.

COI-1380482v1



Company
Case No.
Test Year

Date certain

A-1
A-2

SECTION A

Revenue Requirements

The East Ohio Gas Company d/b/a Dominion East Ohio
07-0829-GA-AIR

Twelve Months Ended December 31, 2007

March 31, 2007

Overall Financial Summary
Calculation of Mirrored CWIP Revenue Sur-Credit Rider
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Company
Case No.
Test Year

Date certain

SECTION B

Rate Base

The East Chio Gas Company d/b/a Dominion East Ohio
07-0829-GA-AIR

Twelve Months Ended December 31, 2007

March 31, 2007

Jurisdictional Rate Base Summary

Plant in Service Summary by Major Property Groupings
Plant in Service by Accounts and Subaccounts

Adjustments to Plant in Service

Gross Additions, Retirements and Transfers

Lease Property

Property Excluded from Rate Base

Reserve for Accumulated Depreciation

Adjustments to the Reserve for Accumulated Depreciation
Depreciation Accrual Rates and Jurisdictional Reserve Balances by Accounts
Depreciation Reserve, Accruals, Retirements, and Transfers
Depreciation Reserve and Expenses for Lease Property
Construction Work in Progress

Construction Work in Progress — Percent Complete (Time)
Construction Work in Progress — Percent Complete (Dollars)
Allowance for Working Capital

Miscellaneous Working Capital Ttems

Other Rate Base Items Summary

Adjustments to Other Rate Base Items

Contributions in Aid of Construction by Accounts and Subaccounts
Jurisdictional Allocation Factors

Jurisdictional Allocation Statistics

Explanation of Changes in Allocation Procedures

Gas Data

Mirrored CWIP Allowances
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