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The Office of the Ohio Consumers' Counsel ("OCC"), the City of Cleveland, the 

Ohio Partners for Affordable Energy, and a citizens coalition comprised of the 

Neighborhood Environmental Coalition, the Empowerment Center of Greater Cleveland, 

the Cleveland Housing Network, and the Consumers for Fair Utility Rates ("Citizens 

Coalition") (collectively "Joint Advocates"), pursuant to Ohio Adm. Code 4901-1-12 and 

4901-1-34(B), on behalf of the 1.1 million residential consumers in the East Ohio Gas 

Company d^/a Dominion East Ohio ("DEO" or "Company") service territory, moves the 

Pubhc Utilities Commission of Ohio ("PUCO" or "Commission") to reopen this 

proceeding in which the PUCO considered a distribution rate mcrease for DEO. The 

Commission should reopen the record for the limited purpose of taking additional 

evidence in the form of the updated cost-of-service study ("COSS") that DEO filed with 

the PUCO on January 13,2009. The revised COSS includes an analysis of the 

impHcation of straight fixed variable ("SFV") rate design on the residential and non­

residential customers of the general sales service ("GSS") customer class, respectively. 

In addition, pursuant to Ohio Adm. Code 4901-1-12 and 4901-1-38(B), the 

Commission should waive the requirement of Ohio Adm. Code 4901-1-34(B) that Joint 

Advocates' Motion to Reopen the Record be filed prior to the issuance of a final order. 

Finally, pursuant to Ohio Adm. Code 4901-1-12 the Joint Advocates move the 

Commission to establish a procedural schedule to hear evidence and arguments, and then 

rule, on how to deal with the verifiable and quantifiable harm that residential customers 

are experiencing under the SFV rate design as demonstrated in the revised COSS- The 

reasons supporting Joint Advocates' Motions are set forth in the attached Memorandum 

in Support. 
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L BACKGROUND 

On July 20,2007, DEO filed a Pre-Fihng Notice of its intent to, among other things, 

increase rates for the natural gas distribution service that is provided through its gas pipelines. 



On August 30,2007, DEO filed its Application ("Apphcation*') in these cases ("Rate Case"), to 

increase the rates that customers pay. 

Motions to Intervene were filed by the OCC, Stand Energy Corporation ("Stand"), 

OPAE, Ohio Energy Group ("OEG"), hiterstate Gas Supply, hic. ("IGS"), the City, the Citizens 

Coalition, Integrys Energy Services, Inc. ("Integrys"), Dominion Retail, Inc. ("Dominion 

Retail"), Industrial Energy Users-Ohio ("lEU"), Utihty Workers Union of America ("Union"), 

Ohio Oil and Gas Association ("OOGA"), and Direct Energy Services, LLC. ("Direct"). 

On September 13,2007, the Company filed the direct testimony of nine Company 

witnesses and outside experts. On May 23,2008, the PUCO Staff filed its Staff Report of 

Investigation ("Staff Report") and the Report of Conclusions and Recommendations on the 

Financial Audit by Blue Ridge Consulting Services, Inc. ("Blue Ridge Report"). 

On August 22,2008, the parties to the cases entered into a Stipulation and 

Recommendation ("Stipulation") that settled all issues except for the rate design issue involving 

the fixed monthly customer charge. One issue of particular concern for the Joint Advocates was 

the Commission's desire to impose the SFV rate design for the GSS customer class which was 

comprised of both residential and non-residential customers.' One provision in the Stipulation 

intended to address Joint Advocates' concern stated: 

DEO shall evaluate the feasibility of separating the residential and 
nora-esidential GSS/ECTS classes for purposes of rate design and 
will share with the Signatory Parties the results of the feasibility 
study before including in its next base rate application a class cost 
of service study that separately assesses those classes.̂  

' Joint Application for Rehearing at lO-11 (November 14,2008). 

^ Stipulation at 11 (August 22, 2008). 



In addition to this provision of the Stipulation, the Commission acknowledged concern 

with implementation of the SFV rate design when it included in its Opinion and Order ("Order") 

approval of the above referenced Stipulation provision by stating: 

DEO shall evaluate the feasibility of separating the residential and 
non-residential GSS/ECTS classes for purposes of rate design and 
will share with the signatory parties the results of the feasibility 
study before including in its next base rate application a class cost 
of service study that separately assesses those classes.^ 

A Joint Application for Rehearing by the Joint Advocates was filed. On December 19,2008, the 

Commission issued its Entry on Rehearing further clarifying its position on the COSS study to be 

filed by stating: 

With regard to the rate design, the Commission adopted the first 
two years of the modified straight fixed variable (SFV) levelized 
rate design to decouple DEO's revenue recovery fi^om the amoimt 
of gas actually consumed, which was proposed by Staff and DEO. 
Prior to approval of rates for year three and beyond, the 
Commission directed DEO to complete the cost allocation study 
required in the stipulation and to provide it to the Commission for 
consideration."* 

On January 13,2009, DEO filed its updated cost-of-service study. 

11. THE APPLICABLE LAW 

The Commission has authority to reopen proceedings under certain 

circumstances. Ohio Adm. Code 4901-1-34 states: 

(A) The commission, the legal director, the deputy legal director, 
or an attorney examiner may, upon their own motion or upon 

^ Order at 10 (October 15, 2008). 

" Entry on Rehearing at 2 (December 19,2008). Although the PUCO made this distinction, the O&O did 
not provide for a process as to how the Cost of Service Study might be addressed. 



motion of any person for good cause shown̂  reopen a proceeding 
at any time prior to the issuance of a final order. 

(B) A motion to reopen a proceeding shall specifically set forth the 
purpose of the requested reopening. If the purpose is to permit the 
presentation of additional evidence, the motion shall specifically 
describe the nature and pmpose of such evidence, and shall set 
forth facts showing why such evidence could not, with reasonable 
diligence, have been presented earlier in the proceeding. 

While the Commission has already issued an Opmion and Oder and an Entry on 

Rehearing in these cases, Joint Advocates' Motion must be considered in conjimction 

with its Motion to Waive certain requirements of Ohio Adm. Code 4901-1-34(B). 

Pursuant to Ohio Adm. Code 4901-1-38(B), the Commission has the authority to 

waive certain requirements. Ohio Adm. Code 4901-1-38(B) states: 

The commission may, upon its own motion or for good cause 
shown, waive any requirement, standard, or rule set forth in this 
chapter or prescribe different practices or procedures to be 
followed in a case. 

hi this case the Commission should grant the Joint Advocates' Motion to waive the 

requhement of Ohio Adm. Code 4901-1-34(B) that the Motion to Reopen the 

Proceedings be filed prior to the issuance of a final order. 

Both Motions should be granted by the Commission because good cause exists for 

the Commission to waive the regulation that requires a proceeding be reopened "prior to 

the issuance of a final order" and good cause exists for reopening the record for the 

limited purpose of admitting the updated COSS into evidence in these cases. 

Furthermore, the Commission should establish a procedural schedule to hear evidence 

and arguments, and then rule, on the inter-class subsidy issues illuminated by DEO's 

updated COSS filing in order to mitigate the verifiable harm that DEO's residential 



customers will be experiencing imder the mte design as approved for the GSS class which 

is presently comprised of residential and non-residential customers. 

III. ARGUMENT 

A. Good Cause for Granting Motions. 

During the proceedings, Joint Advocates argued that DEO's cost-of-service study 

did not support charging GSS class customers (residential and non-residential) uniform 

rates imder the SFV rate design.̂  Joint Advocates explained that the GSS class is 

comprised of non-homogenous residential and non-residential (Commercial and 

hidustrial) consumers with widely varying usage. OCC pointed out that the average 

residential customer uses 99.1 Mcf per year, the average non-residential customer uses 

390 Mcf per year, and the largest consumption in the GSS class is in excess of 5,000 Mcf 

per year.̂  It was also argued that under the SFV rate design, no user should pay more 

than their appropriately allocated share of fixed costs; however, the record does not 

establish that all customers in the GSS class place the same burden on the system. Joint 

Advocates maintained that, without more detail in the cost-of-service study, it was 

undetermined who was actually responsible for the fixed costs that are recovered through 

the SFV rate design. Now that the updated COSS study exists there is imrefiated evidence 

provided by the Company that supports Joint Advocates' above arguments. 

The following results contained in the Updated COSS filed by the Company, on 

January 13,2009, demonstrates the harms that Joint Advocates alleged in these cases: 

* OCC Initial Brief at 7-8 (September 10, 2008), OCC Reply Brief at 4-5 (September 16, 2008), Joint 
Application for Rehearing at 9-12 (November 14, 2008. 

^ OCC Initial Brief at 6-7; Tr. Vol. IV at 18 (Murphy) (August 25, 2008). 



Return of Rate Base ComDarison: 
DEO System Total 

GSS Residential 
GSS Non-Residential* 
GSS: Combined 

LVGSS' 
GTS'" 
DTS" 

'TestYr. 
6.63% 

5.16% 
6.79% 
5.45% 

7.21% 
13.32% 
5.51% 

GSS Base Rate Revenue Comparison fMillion 

Residential 

Non-Residential 

GSS Total 

System Total 

Test Yr.'^ 

$213 

$44 

$257 

$334 

Yearl 
8.48% 

8.13% 
6.13% 
7.785% 

8.89% 
13.25% 
5.15% 

IL 

Year l'^ 

$241 

$39 

$280 

$354 

Year 2 
8.48% 

8.74% 
3.23% 
7.785% 

8.89% 
13.25% 
5.15% 

Year 2'* 

$250 

$30 

$280 

$354 

Year 3 
8.48% 

9.60% 
-0.84% 
7.785% 

8.89% 
13.25% 
5.15% 

Year 3'^ 

$261 

$18 

$280 

$354 

The significant and verifiable harm to residential customers under the existing 

SFV rate design which is demonstrated by the updated COSS study filed in these cases 

on January 13,2009, provides good cause for granting the Joint Advocates' Motion to 

Reopen. The same good cause for granting the Motion to Reopen is present for the 

^ Updated Cost of Service Study at Attachment 1. (Year 3 Assumes 100% SFV for all Test Year 
GSS/ECTS Customers (@$19.46/customer/month) (January 13,2009). 

* GSS Non-residential customers includes Commercial and Industrial customers with usage between 300 
Mcf and 3,000 Mcf per year. 

* Large Voliune General Sales Service. 

'** General Transportation Service. 

" Daily Transportation Service. 

'̂  Updated Cost of Service Study at Schedule E-3.2Page 4 of 16 (January 13,2009). 

'̂  Id, at Attachment 2 

'* Id. at Schedule E-3.2 Page 5 of 16. 

'̂ /<i. at Attachment 3. 



Commission to grant the Motion to Waive Certain Requirements of Ohio Adm. Code 

4901-1-34(B). Because the updated COSS was filed by DEO after the final order was 

issued on December 19,2008, the Commission should hear this important evidence that 

was not available before the Commission's final order. The Commission has the 

authority to prescribe different practices or procedures to be followed in a case,̂ ^ and 

should do so in this case by waiving the deadline imder Ohio Adm. Code 4901-1-34(3) 

and granting the Joint Advocates' Motion to Reopen. 

B. Nature and Purpose of Evidence 

In these cases, the Commission relied on testimony fi-om a DEO witness that the 

residential customers actually benefited (were subsidized) by the non-residential GSS 

customers. In the Commission Order it states: 

Furthermore, DEO's witness Andrews believes that, if any subsidy 
is taking place, it is the non-residential customers within the GSS 
class that are subsidizing the residential customers (Tr. 1 at 235 
and 237). In fact, according to Mr. Andrews, the inclusion of the 
non-residential customers in the GSS class is a benefit to the 
residential customers because it ends up lowering the costs to serve 
the GSS class as a whole (Tr. 1 at 219).*'̂  

In the test year under the traditional rate design, the residential GSS customers were 

providing shghtly less than the overall return and the non-residential GSS customers were 

providing a slightly higher relative return. However, under the SFV rate design that 

differential is reversed, in year one, where the residential GSS customers' rate of return 

increases to 8.13% and the non-residential GSS customers' rate of return plummets to 

Ohio Adm. Code 4901-1-38. 

'^Id. 



6.13%. The overall system average return in year one is 8.48%. In year two of the 

transition under the SFV rate design, the residential GSS customers rate of return 

increases to 8.74% (meaning that residential GSS consumers are paying rates that result 

in the Company earning a higher than the system average return) and the non-residential 

GSS customers rate of return plunges to a mere 3.23% (meaning that the non-residential 

GSS consumers are paying rates that result in the Company earning far less than the 

system average return). The overall system average rate of return remained at 8.48%. 

The revenue shift is equally dramatic for residential consumers who will be 

paying a significantly larger portion of the overall rate increase than the PUCO 

contemplated in its Order absent the updated COSS. The GSS residential distribution 

base rate increase in year one is $28 Million whereas the GSS non-residential base rate 

revenues actually decrease in year one by $5 million, a total revenue shift of $33 miUion 

that requires that much more to be paid by residential consumers under the PUCO's new 

rate design. In year two the GSS residential base revenues increase another $9 million 

while the GSS non-residential base rate revenues decrease by that same $9 million, for a 

total revenue shift of $51 million. 

If the third year was implemented as the Company proposes in its updated cost-

of-service study, the residential GSS customers base rate revenues would increase by yet 

another $11 million and the non-residential GSS customers base rate revenues would 

decrease by that same amount, resulting in a total revenue shift of $73 million. In total 

the residential base rates fi*om the test year to the third year will have increased $48 

million as a result of the rate case, which is troubling because DEO's entire distribution 



rate increase approved by the Commission in these cases was only $40.5 Million.̂ ^ 

There currently exists an inter-class and subsidy issue (e.g. residential GSS customers 

subsidizing non-residential GSS customers) that should be addressed by the Commission 

in a timely manner by reopening these proceedings and addressing the rate design before 

year two rates are scheduled to be implemented. 

C. The Evidence Could Not Have Been Presented Earlier. 

Although Joint Advocates made all the appropriate arguments against the 

Company's proposal to maintain the GSS class with residential and non-residential 

customers,̂ ^ the data and information necessary to confirm Joint Advocates' position was 

in the sole possession of the Company. At the time the Commission issued its Opinion 

and Order approving the SFV rate design, the only cost of service study available was the 

study that DEO had performed at the time of its Application that supported the rate 

design DEO proposed in its Application. The rate design contemplated by the Company 

proposed to increase the monthly customer charge firom $4.38 to $5.70 in the West Ohio 

Division, and proposed no increase to the existing $5.70 monthly customer charge for the 

East Ohio Division.̂ ^ Therefore, the existing cost-of-service study did not support the 

SFV rate design. 

The Joint Advocates had argued that an inter-class subsidy would harm residential 

'̂  Order at 6,12. 

'̂  OCC Initial Brief at 7-8 (September 10, 2008), OCC Reply Brief at 4-5 (September 16, 2008), Joint 
Application for Rehearing at 9-12 (November 14, 2008). 

'̂ ^ PFN at Tab 5, Summary of Proposed Rates (July 20, 2007). 



customers because the Company had put into its tariff a GSS eligibiUty limitation of 

3,000 Mcf The ehgibility limitation was imnecessary under the traditional rate design 

because the volumetric rate had been high enough to keep high usage customers fi-om 

migrating to the GSS class. However, under the SFV rate design, with its significantly 

decreasing volumetric rate, without the eligibility limitation, Commercial and Industrial 

custom^s would have the incentive to migrate to the GSS tariff because the higher fixed 

customer charge would be more than offset by lower volumetric rates.̂ * The total extent 

of the harm to residential customers could not be accurately quantified without an 

updated COSS that segregated the residential and non-residential GSS customers. 

It was not until the updated COSS was filed by DEO that the inter-class subsidy 

harm to DEO's residential customers that the Joint Advocates had alleged in these cases 

was actually proven. The SFV rate design caused an inter-class subsidy (GSS non­

residential subsidized by GSS residential) that was not documented by the existing cost-

of-service study. Therefore, the Commission should reopen the record and admit the 

updated COSS into evidence in these cases. 

The PUCO has not explained why it is just and reasonable to have low-volume 

residential users subsidize high-volume Commercial and Industrial customers and high-

use residential customers, especially considering that in the GSS/ECTS classes the 

highest use customers are Commercial and Industrial customers, who use up to 30 times 

the natural gas that the average residential customer uses.̂ ^ As the Joint Advocates had 

argued in their Application for Rehearing, the goal of rate design should be to eliminate 

^' Tr. Vol V at 35-38 (Radigan) (August 26, 2008). 

^ Based on average residential usage of 99.1 Mcf per year (Tr. Vol. IV (Murphy) at 17-18 (Aug. 25, 2008), 
and proposed maximum GSS class customer usage of 3,000 per year. 

10 



inter-class subsidies to the maximum extent possible, not create them.^^ The updated 

COSS clearly demonstrates the SFV rate design for DEO's consolidated GSS customer 

class is imjust and unreasonable. 

D. Procedural Schedule Should Be Established 

The Commission should promptly establish a procedural schedule (e.g. 45 days) 

that will allow for an appropriate review of the applicable year two rates (to be effective 

October 16,2009) for the GSS residential and non-residential customers in light of the 

updated COSS filed on January 13,2009.̂ "* The Joint Advocates advocated for a new 

class cost-of-service study which was intended to separate the customers in the GSS class 

into more homogeneous groups. The Commission ordered the updated COSS, and the 

Company has performed and filed the study. The results of the updated COSS 

demonstrate a significant shift (for paying revenues to the Company) away fix)m the GSS 

non-residential customers and to the GSS residential customers who will be more to the 

Company beginning in year one of the newly approved rates. The revenue shift creates 

an unreasonable inter-class subsidy that the Commission should remedy so as to protect 

consumers. 

The Commission should rectify the injustice to residential consxuners in the Order 

by proceeding without undue delay to develop a schedule under which the updated COSS 

will be evaluated and heard as evidence. The Commission's Order stated: 

Therefore, the Commission is approving the first two years of this 
transition, however, prior to approval of rates for rates of the third 
year and beyond the Commission believes that a review of the cost 

23 Joint Application for Rehearing at 9-10 (November 14, 2008). 

Entry at 2 (October 15,2008) (DEO's year one GSS rates were eifective when filed on October 16, 
2008). 

11 



allocation methodologies for the GSS/ECTS classes is appropriate. 
Therefore, DEO is directed to complete the cost allocation study 
required in the stipulation within 90 days of this order. Upon 
completion, DEO should submit a report and recommendation 
regarding whether the GSS/ECTS classes are appropriately 
comprised of both residential and non-residential customers or 
whether the classes should be spht. DEO shall also provide, if the 
recommendation is to split the classes, a recommended cost 
allocation per class. Upon review of the cost allocation study, the 
Commission will be estabhshing a process that will be followed to 
determine the appropriate rates in year three and beyond, as soon 
as practicable.^^ 

The Commission ordered the updated COSS and before the study was completed - - and 

the results were available - - had determined that the rates for the first two years were 

approved. However, now that the results are available, and the harm to residential 

customers has been quantified, there is good cause for the PUCO to reconsider its 

approval of year two rates. Instead, the PUCO should establish a procedural schedule to 

hear evidence regarding the residential and non-residential GSS rates begiiming with year 

two, toward issuing a ruling to remedy the unreasonable inter-class subsidy that exists 

within the existing GSS rate design and that is prejudicing residential consumers. 

IV. CONCLUSION 

For all the reasons stated above, the Joint Advocates' Motion to Reopen the 

proceedings for the purpose of admitting the Company's updated COSS study into the 

record should be granted. In addition, the Commission should establish a procedural 

schedule to hear evidence and issue a ruling so as to mitigate the harm caused to DEO's 

25 Id. at 25-26. 

12 



GSS residential customers that results fi-om the subsidization of the non-residential 

customers under the SFV rate design. 

Respectfiilly submitted, 

JANINB1.. MIGDEN-OSTRANDER 
CONSratlERS' COUNSEL 

J o ^ h Be Serio, Counsel of Record 
Larry Sf: Sauer 
Gregory J. Poulos 
Assistant Consumers' Counsel 

Office of the Ohio Consumers' Counsel 
10 West Broad Street, Suite 1800 
Columbus, Ohio 43215-3485 
614-466-8574 (Telephone) 
614-466-9475 (Facsimile) 
serio(%occ.state.Qh.us 
sauer@occ.state.oh.us 
poulos@occ.state.oh.us 

Lobert J. Triozzi, Direi 
Steven Beeler 
Cleveland City Hall 
601 Lakeside Avenue, Room 206 
Cleveland, Ohio 44114-1077 
216-664-2800 (Telephone) 
216 644-2663 (Facsimile) 
RTriozzi(a).citv.cleveland.oh,us 
Sbeeler@chv.cleveland.oh.us 

Attorneys for the City of Cleveland 

^, Meissner ^Fosfeph 
The Legal Aid Society of Cleveland 
1223 West 6"̂  Street 

13 

mailto:sauer@occ.state.oh.us
mailto:poulos@occ.state.oh.us
mailto:Sbeeler@chv.cleveland.oh.us


Cleveland, OH 44113 
216-687-1900 ext. 5672 (Telephone) 
ipmeissn(%lasclev.org 

Counsel for: 
Neighborhood Environmental Coalition, 
Consumers for Fair Utility Rates, 
Cleveland Housing Network, and 
The Empowerment Center of Greater 
Cleveland 

David C. Rinebolt '^ ^ 
Colleen L. Mooney 
Ohio Partners for Affordable Energy 
231 West Luna Street 
P.O. Box 1793 
Findlay, Ohio 45839-1793 
419-425-8860 (Telephone) 
419-425-8862 (Facsimile) 
drinebolt@aol.com 
cmooncv2(%columbus.rr.com 

14 

mailto:drinebolt@aol.com


CERTIFICATE OF SERVICE 

The undersigned hereby certifies that a true and correct copy of the foregoing Joint 

Motion to Reopen the Record, Motion to Waive Certain Requirements of Ohio Adm. Code 4901-

I-34(B) and Motion for a Procedural Schedule has been served upon the below-named counsel 

via Electronic Mail this 29th day of January 2009. 

•auer 
Consumers' Counsel 

PARTIES 

Stephen Reilly 
Anne Hammerstein 
Attorney General's Office 
Public Utilities Section 
180 East Broad Street, 9th Floor 
Columbus, Ohio 43215 

David A. Kutik 
Andrew J. Campbell 
Dominion East Ohio 
Jones Day 
North Point, 901 Lakeside Ave. 
Cleveland, Ohio 44114-1190 

Earth E. Royer 
Dominion Retail, Inc. 
Bell & Royer Co., LPA 
33 South (jrant Avenue 
Columbus, Ohio 43215-3900 

Joseph P. Meissner 
Legal Aid Society of Cleveland 
122 west Sixth Street 
Cleveland, Ohio44113 

John W. Bentine 
Mark S. Yurick 
Interstate Gas Supply 
65 East State Street, Suite 1000 
Columbus, Ohio 43215-4213 

M. Howard Petricoff 
Stephen Howard 
Integrys Energy Services, Inc. 
52 East Gay Street, P.O. Box 1008 
Columbus, Ohio 43216-1008 

John M. Dosker 
General Counsel 
Stand Energy Corporation 
1077 Celestial Street, Suite 110 
Cincinnati, Ohio 45202-1629 

Stephen M. Howard 
Ohio Gas Marketers Group 
52 East Gay Street 
P.O. Box 1008 
Columbus, Ohio 43216-1008 
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Todd M.Smith 
Utility Workers Union Of America 
Local G555 
616 Penton Media Building 
1300 East Nmth Street 
Cleveland, Ohio 44114 

W. Jonathan Airey 
Gregory D. Russell 
Ohio Oil & Gas Association 
52 East Gay Street 
P.O. Box 1008 
Columbus, Ohio 43216-1008 

Robert J. Triozzi 
Juha Kurdila 
Steven L Beeler 
City of Cleveland 
Cleveland City hall 
601 Lakeside Avenue, Room 206 
Cleveland, Ohio 44114-1077 

David Rinebolt 
Colleen Mooney 
Ohio Partners for Affordable Energy 
P.O. Box 1793 
Findlay OH 45839-1793 
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BEFORE 
THE PUBLIC UnLITlES COMMISSION OF OfflO "̂^ ̂ '^^ ' 3 Pif 5: 

PUCO In the Matter of the Application of The 
East Ohio Gas Company d/h/a Domlnioa 
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 n a n 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 

In the Matter of the Application of The 
East Ohio Gas Company d/b/a Dominion 
East Ohio for Approval of Tariff to 
Recover Certain Costs Associated with a 
Pipeline Infrastmctnre Replacement 
Pn^ram Through an Automatic 
Adjustment Clanse, And for Certain 
Accounting Treatment 

In the Matter of the Application of The 
East Ohio Gas Company d/b/a Dominion 
East Ohio for Approval of Tariffs to 
Recover Certain Costs Associated with 
Automated Meter Reading Depkymoit 
Through an Automatic Adjustment Clause, 
and for Certain Accountii^ Treatment 

Case No. 07-829-GA-AIR 

Case No. 07-830-GA-ALT 

Case No. 07-831-GA-AAM 

Case No- 08-W9-GA-ALT 

Case No. 06-1453-GA-UNC 

REPORT AND RECOMMENDATION 
OF THE EAST OHIO GAS COMPANY 

D/B/A DOMINION EAST OHIO 

In accordance with the Stipulaticm and Recommendation filed in the above-captiooed 

cases on August 22» 2008 ("Stipdatioa'^X and (he October 15,2008 Opinion and Order 

("Order"), the East Ohio Gas Company d/b/a Dominion East Ohio ("DEO") submits the 

Taifl i». t o c<?rt.ffy ft>:it tlho isiasrog ap:?:;-3.Ti7ig nra an 
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folloMiing report and recommendation, as well as the attached updated cost-of-service study, 

consisting of the following documents: 

— Updated Class Cost of Service Study (Year 2 Rates) 

— Attachment 1: Rate of Return Comparison 

— Attachment 2; Cost of Service Sxmmiary (Year 1 Rates) 

— Attachment 3: Cost of Service Summary (Year 3 Rates) 

— Attachment 4: Peak Day & Storage Utilization Details 

BACKGROUND 

In the Stipulation, DEO E^eed to ''evaluate the feasibility of separating the residential 

and non-residential GSS/BCTS classes for purposes of rate design and [to] share with tile 

Signatory Parties the results of the feasibility study before including in its next base rate 

application a class cost of service study thai separately assesses those classes." (Stip., f 3 JL) 

In the Order, the Commission approved the Stipulation and required DEO to sulmiit an 

updated cost-of-service study. DEO is to "submit a report and recommendation regarding 

whether the GSS/ECTS classes are ̂ >propriately compdsed of both residential and non­

residential customers or whether the classes should be split'' Order, p. 25. ^[I]ftiie 

recommendation is to split the classes," DEO is to provide '"a recommended cost allocation per 

class." M The purpose of the study is to aid the Commission in "establishing a process... to 

determine... appropriate rates in year three and beyond."' Id. 

APPROACH TO COST ALLOCATION 

in accordance with the Stipulation and Ordo-, DEO has updated its class cost of service 

study as follows. Fhst, the figures have been adjusted to match tiiose in the Staff Report, as 

revised by Staff followmg the issuance of the December 19,200S Entry on Rehearing m this 

COI-1410855V2 2 



case. These figures were adopted with two exceptions: (1) DEO used a different formula than 

Staff for estimatu^ Gross Receipts Tax; and (2) the revenue increase generated by applyhig 

approved year 2 rates to the test-year volumes and customer counts resulted in $40,470,809^ 

^^ch is $29,191 less than that approved. 

Additionally, as requested, tiie GSS/ECTS class of customers has been broken into 

residential and non-residential segments. By analyzing the E-4 schedules and sî )porting woik 

papers, DEO determined volumetric, peak-day (consumption and storage utilization), and 

customer-count information for both lesidential and non-xesidaitial custom«:s witiun the 

GSS/ECTS classes. In developing these files for the rate case, baseload and heating degree day 

factors were developed for each rate class, and then for residential and non-residential. Updating 

the study's allocation factors provided insight into the cost to serve both the residential and non­

residential segments of the GSS/ECTS class of customers. 

RESULTS OF THE UPDATED COST OF SERVICE STUDY 

The original cost of service study performed m this case (iq)dated by the inclusion of a 

residential/non-residentiai split of the GSS/ECTS rate class) indicates tiiat, within die OSS/ECTS 

classes, non-r^idential customers were subsidizing residential customers as mdicated by the 

relative rates of remm on rate base for each class (i.e., 5.16% for GSS residential and 6J9% for 

GSS non-residential). This cross-subsidization of residential GSS customers would have 

continued had the Commis^on ap|»oved a continuation of traditional, volumetric rate desiga 

The rate design e^proved m this case, consisting of a GSS class tiiat contains bofli 

residential and non-residential customers, appears to eliminate this subsidization by noo-

residential customers within the GSS/ECTS classes. As the mixed OSS class transitions to year 

3 rates, the reverse may begin to take place, as it appears residential customers will generate an 

COM410a55v2 



mcreasingly higher return on rate base, while it appears non-residential customers will generate 

an increasingly lower return on rate base. {See Attachment 1.) This information suggests tiiat a 

more equitable assignment of costs within the GSS class may result fiom splitting the class into 

residential and non-residential customers. 

RECOMMENDED COST ALLOCATION PER CLASS 

As noted, the Order directed DEO to recommend a cost allocation per class if h 

recommended that the GSS class be split into residential and non-residential segments. The 

attached class cost of service schedules contain the recommended cost allocation under Year 2 

rates. Because some costs such as customer service and information, sales, and PUCO and OCC 

maintenance expenses are allocated to customer classes on the basis of revenue, the find cost 

allocation will be a fonctiom of die rate design authorized by the CommissLon. DEO 

recommends that the methodology employed in hs average excess allocation model be utilized 

once the Commission determines the appropriate rate design for DEO's GSS class. 

Respectfully submitted. 

^::::lb^d A. Kutikj^^d&sel of Record) 
JONES DAY'"'^ 
North Pomt, 901 Lakeside Avenue 
Cleveland, Ohio 44114 
Telephone: (216) 586-3939 
Facsimile: (216)579-0212 
dakutik@jonesday.Gom 

COl-l4l0855v2 
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Andrew J. Campbell 
JONES DAY 
325 John H. McConneU Blvd., Suite 600 
P.O. Box 165017 
Columbus, Ohio 43216-5017 
Telephone: (614)469-3939 
Facsinule: (614)461-4198 
ajcampbeU@jonesday.com 

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

COI-14l0855v2 
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CERTIFICATE OF SERVICE 

I certify that a copy of the foregoing Report and Recommendation of The East CMo Gas 

Company d/b/a Dominion East Ohio was delivered to the following persons by electronic mail 

this 13th day of January, 2009. 

^ ^ ^ 

Interstate Gas Supply, Inc. 
John Bentme, Esq. 
Mark Yurick, Esq, 
Chester, Wilcox & Saxbe LLP 
65 East State Stteet, Suite 1000 
Columbus, OH 43215-4213 
jbenline@cwslaw.com 
myurick@cwslaw.com 

Office of the Ohio Consumers' Counsel 
Joseph Serio, Esq. 
10 West Broad Street, Suite 1800 
Cohunbus, OH 43215-3485 
serio@occ.state.oh.us 

Ohio Partners for Affordable Energy 
David Rinebolt, Esq. 
P.O. Box 1793 
Fmdlay,OH 45839-1793 
drineboit@aol.com 

UWUA Local G555 
Todd M. Smith, Esq. 
SchMwirzwald 8t McNak LLP 
616 Penton Media Building 
1300 East Nmth Street 
Cleveland, Ohio 44114 
tsmith@smcnlaw.com 

The Neighborhood Enviiotmiental Coalition, 
The Empow^ment Center of Greater 
Cleveland, The Cleveland Housing Network, 
and The Consumers for Fair Utility Rales 
Joseph Meissner, Esq. 
The Legal Aid Sode^ of Cleveland 
1223 West 6tiiStEeet 
Cleveland, OH 44113 
jpmeissn@lasclev.org 

Dominion Retail 
BarthE. Royer 
33 South Grant Avenue 
Columbus, OH 43215-3927 
barthroyer@aol.com 

Stand Energy Corporation 
John M. Dosker, Esq. 
General Counsel 
1077 Celestial Street, Suite 110 
Cmcinnati, OH 45202-1629 
jdosker@stand-en^^.com 

Integrys Energy Services, hic. 
M. Howard Petricoff 
Stephen M. Howard 
VORYS, SATER, SEYMOUR AND PEASE 
LLP 
52 East Gay Street 
P.O. Box 1008 
Columbus, Ohio 43216-1008 
mhpetricoff@vorys.com 
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The Ohio Oil & Gas Association Robert Triozzi 
W. Jonathan Airey City of Cleveland 
VORYS, SATER, SEYMOUR AND PEASE Cleveland City I M 
LLP 601 Lakeside Avenue, Room 206 
52 East Gay Street Cleveland, Ohio 44114-1077 
P.O. Box 1008 RTriozzi@city.cleveland,oh,us 
Columbus, Ohio 43216-1008 SBeeler@city.clevelandoh.us 
wjairey@vssp.com 

Stephen Reilly 
Anne Hammerstem 
Office of the Ohio Attorney General 
E^blic Utilities Section 
180 East Broad Street, 9th Floor 
Columbus, Ohio 43215 
Stephen jcilly@puc.state.oh. us 
anne.hammerstein@puc.state.oh.us 
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I 
I 3 I 3 S I S I 1 -̂  yi % % t 

u I =-1 
I 

ill W- ̂ ^ I 
III i - i - ^ 

I I 
f & » 

f ; I ! ! I n 1= 5 1! 
« N « » S £ » £ ? 



w ^ d 

III 

ill 

I 
I ̂  

Ir 

I 

il Ii 1̂ g| II 
^1 |f ^1 g§ u 
I I t i 

IS 2S g§ %s. 
gg P I? i i 
i ^ ^ % 

I h h 
: I 1 

%t «i «i 15 «« g« *! *l "I p ! | *i »i 8S 

ss %i I t | i 
S ' R I* 

Si »if 8 | »g f S 1 ^ 6g n 8i5 | § 

2 I i 3 

| i |s p p H n f n p p II 
s I ^ g i i 3 f g a 

i$ i ^ §« 

§f §? t%̂  gi; 6^ &>̂  3^ Sis 1^ § i g 
2 " ? * 5*5 | « g ^ CH ^ « | « S-* | * i g 
S 8 & S 8 S I 5 « 8 ^ 
" • •" " ' I f 

a 8 « tS 8{ ft a s; S tf 
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