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THE PUBLIC UTILITIES COMMISSION OF OHIO O o
¥ %
In the Application of the East Ohio Gas % BN 6’%.
Company d/b/a Dominion East Ohio to %
Adjust its Pipeline Infrastructure Case No. 09-458-GA-UNC

Replacement Program Cost Recovery
Charge and Related Matters.

APPLICATION TO ADJUST THE PIPELINE INFRASTRUCTURE REPLACEMENT
PROGRAM COST RECOVERY CHARGE

The East Ohio Gas Company, d/b/a Dominion East Ohio (“DEQ”), respectfully requests,
pursuant to the Commission’s Entries of October 15, 2008 and December 19, 2008 in Case Nos.
07-829-GA-AIR, et al., that the Commission approve: (i) an initial adjustment to DEQ’s Pipeline
Infrastructure Replacement (“PIR™) charge as set forth on Application Exhibit A, Schedule 1,
reflecting costs associated with capital investments made during the period July 1, 2008 through
June 30, 2009; and (ii) the revised PIR Cost Recovery Charge tariff sheet attached to the
Application as Exhibit B.' In support of its Application, DEO states:

1. DEQ is an Ohio corporation engaged in the business of providing natural gas
service to approximately 1.2 million customers in northeast, western and southeast Ohio and, as
such, is a natural gas company as defined by R.C. 4905.03(A)(6) and a public utility as defined
by R.C. 4905.02.

2. On February 22, 2008, DEO filed an application to establish a PIR Cost Recovery

Charge via an automatic adjustment mechanism pursvant to R.C. 4929.11 in Case No. 08-169-

! A scored version of the tariff sheet is also included in Exhibit B.
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GA-UNC.? As described in DEO's application, the PIR program will: (i) ensure the continuation
of safe, reliable, and adequate service through the replacement of over 4,000 miles of bare steel,
cast iron, wrought iton, and copper pipe, and related main-to-curb connections; (ii) permit DEQ
to replace the bare steel, cast iron, wrought iron and copper pipe over a 25-year period; (iii)
permit DEQ to assume ownership of, and responsibility for curb-to-meter service lines; (iv)
pérmit DEQ to reduce regulatory lag associated with the determination and collection of DEQ’s
PIR program costs, the costs of certain ongoing investments in infrastructure, and incremental
non-duplicative O&M costs that would not have been incurred but for the existence of the PIR
program; (v) permit DEQ to flow through the benefits of reduced operation and maintenance
(“O&M™) costs to ratepayers in a timely fashion; (vi) provide rate gradualism through annual
rate adjustments; (vii) mitigate the need for more frequent, increasingly costly rate cases; and
(vii1} introduce annual audits of DEQ’s investment in, and cost savings associated with, the PIR
program.

3. In order to implement the PIR program, DEO proposed the use of a PIR Cost
Recovery Charge applicable on a cost of service basis to all customer classes. By recovering its
incremental program costs through a separate charge, DEO is able to secure the funds necessary
to complete the PIR program over a 25-year time period.

4, On June 12, 2008, the Staff issued its Report. The Report stated, “Staff supports
DEQ’s PIR program as being necessary to enhance the safety and reliability of its pipeline
system. Staff, therefore, recommends approval of the PIR Cost Recovery Charge Rider.” Staff

Report at 3. Due to the substantial cost of the PIR program, Staff recommended the following

2 [nan Entry on Rehearing, dated May 28, 2008, the Commission determined that DEQ's application
constituted an application to establish an alternative rate plan and ordered that the Case No. be amended to 08-169-
GA-ALT. That case was later consolidated with Case Nos, 07-829-GA-AIR, 07-830-GA-ALT, 07-831-GA-AAM,
and 06-1453-GA-UNC.
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limitations: (i) the PIR Cost Recovery Charge for General Sales/Energy Choice Transportation
Service customers should be capped at $1,12 per month and annual increases thereafier should
be capped at $1.00 per month per customer; (ii) ongoeing pipeline infrastructure investment
should be included as part of the PIR Cast Recovery Charge only to the extent it fits under the
proposed cap; (iii) the recovery of incremental O&M expense should exclude corporate service
company and shared service expenses allocated to DEO that are not charged to a capital project;
and (iv) approval of the PIR program be limited to an initial eight-year period or the filing of
DEQ’s next distribution base rate case, whichever comes first. Id. at 4-5. Staff supported DEQ’s
proposal to assume ownership, responsibility for installation, maintenance, repair and
replacement of all unsafe or leaking customer owned service lines. /d. at 3. Staff also
recommended a PIR Cost Recovery procedure to adjust the PIR Cost Recovery Charge on an
annual basis, including the provision for an expedited hearing process in the event that Staff
finds the filing to be unjust or unreasonable or if any objections filed by parties to the case are
not resolved by October 1 of each year. Id. at 6. Barring such a finding or unresolved objection,
Staff recommended that the PIR Cost Recovery Charge go into effect in November of that year.
Id

3. On August 22, 2008, the parties in Case Nos. 07-829-GA-AIR ef al., stipulated to
the adoption of Staff’s PIR recommendations except as specified in the Stipulation. Stipulation
at 3, 8. The Stipulation modified the Staff Report as follows: (i) DEO should assume ownership
and responsibility for customer owned service lines when such lines are separated from the
mainline and a pressure test is required before the iine can be returned to service; (ii) the PIR
program should be approved for a five-year period or until the effective date of new distribution

base rates, whichever is first; (iii) OCC should have meaningful participation in PIR program
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processes; (1v) Staff, OCC, and other interested parties should be given the opportunity to review
the PIR program proposal for the upcoming year; (v) by August 2012, DEO should file PIR
program studies assessing the impact of the PIR program on safety and reliability, the estimated
costs and benefits associated with acceleration of the PIR pragram, and DEQ’s ability to
effectively and prudently manage, oversee, and inspect the PIR program; (vi) if OCC decides to
audit the PIR program, DEQ should cooperate with the auditor; (vii) DEO will revise its
allocation methodology to more precisely identify and allocate the costs associated with the PIR
program; and (viii} DEO will reduce the year-end regulatory asset eligible for cost recovery
through the PIR program by the amount of savings relative to a baseline level of O&M expenses,
if any, associated with (a) leak detection and repair processes, (b) Department of Transportation
inspections on inside meters that may no longer be necessary if meters are relocated outside, and
(¢) corrosion monitoring expenses. The Stipulation also established that the rate of return on rate
base applicable to the PIR Cost Recovery Charge should be the rate of return agreed upon in the
Stipulation. Stipulation at 11.

6. On October 15, 2008, the Commission approved the Stipulation with respect to
the PIR program. Opinion and Order at 12, 31-33. The Commission approved the PIR program
pursuant to R.C. Chapter 4929. {d. at31-33. On December 19, 2008 the Commission affirmed
its approval of the Stipulation and adjusted the rate of return applicable to the PIR program to the
rate of return agreed upon by the Parties to the Stipulation. Entry on Rehearing at 3.

7. On May 29, 2009, DEO submitted its Pre-Filing Notice, including schedules

reflecting estimated figures supporting a PIR Cost Recovery Charge.
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8.

In accordance with the Staff Report, the Stipulation and the Commission’s Orders,

DEO hereby submits the following schedules supporting its requested PIR Cost Recovery

Charge, which are attached collectively as Exhibit A:

COI-1424588v6

a.

Schedule 1, a summary schedule reflecting the PIR revenue requirement
and the proposed PIR Cost Recovery Charge by rate schedule;

Schedule 2, which reflects the cumulative and incremental monthly capital
additions for pipeline replacement projects, associated main-to-curb
service line replacements, curb-to-meter service line replacements and
new installations, and ongoing pipeline infrastructure investment for the
period beginning July 1, 2008 and ending June 30, 2009;

Schedule 3, which reflects the cumulative and incremental monthly cost of
removal associated with pipeline replacement projects, associated main-to-
curb service line replacements, curb-to-meter service line replacements,
and ongoing pipeline infrastructure investment for the period beginning
July 1, 2008 and ending June 30, 2009;

Schedule 4, which reflects the cumulative and incremental monthly capital
retirements associated with pipeline replacement projects, associated
main-to-curb service line replacements, curb-to-meter service line
replacements, and ongoing pipeline infrastructure investment for the
period beginning July 1, 2008 and ending June 30, 2009;

Schedule 5, which reflects the incremental monthly and cumulative

provision for depreciation of the capital additions;
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Schedule 6, which reflects the incremental monthly and cumulative post-
in-service carrying costs and the associated net regulatory asset;
Schedule 7, which reflects the incremental monthly and cumulative net
deferred tax balance related to post-in-service carrying charges;
Schedules 8 and 8A, which reflect deferred taxes on liberalized
depreciation;

Schedule 9, which reflects annualized depreciation expense associated
with capital additions through June 30, 2009;

Schedule 10, which reflects annualized amortization of post-in-service
carrying costs;

Schedule 11, which reflects incremental and annualized property tax
expense;

Schedule 12, which reflects the approved rate of return on rate base on a
pre-tax basis;

Schedule 13, which reflects the allocation of the PIR revenue requirement
by rate schedule on a cost of service basis;

Schedules 14 and 14A, which reflect the number of bills issued to
customers on applicable rate schedules between July 1, 2008 and June 30,
2009, and the volumes transported for DTS customers between the same
dates;

Schedule 15, which reflects incremental, non-duplicative O&M expenses
directly associated with the PIR program for the period July 1, 2008

through June 30, 2009; and



p. Schedule 16, which reflects the change in expenses associated with leak
detection and repair processes and corrosion monitoring and remediation
processes. There are no cost savings related to Department of
Transportation inspections on inside meters that may no longer be
necessary because DEO did not have an approved plan to relocate such
meters outside.

9. As reflected in Schedule 1:

a. The total rate base through June 30, 2009 is $89,311,438.43;

b. The annualized return on rate base is $10,144,384.78;

C. The annualized PIR-related revenue requirement is $16,063,471.19;

d. The resulting PIR Cost Recovery Charge by rate schedule is:

GSS/ECTS $0.93 per month;
LVGSS/LVECTS  $11.14 per month;
GTS/TSS $41.88 per month;
DTS $0.0232 per Mcf.

10.  Inan Entry dated October 22, 2008, the Commission approved DEQ's original
PIR tariff sheet. A revised version of this tariff sheet, which reflects the initial-adjusted PIR Cost
Recovery Charge, is attached as Application Exhibit B.

WHEREFORE, DEO respectfully requests that the Commission, pursuant to its October
15, 2008, Opinion and Order, its December 19, 2008, Entry on Rehearing, and other applicable
law, approve DEQO’s Application to Adjust the Pipeline Infrastructure Replacement Program
Cost Recovery Charge as set forth on Application Exhibit A, Schedule 1; approve the revised
PIR Cost Recovery Charge tariff sheet attached as Application Exhibit B; and order all other

necessary and proper relief.
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Respectfully submitted,

avid A. Kutik (Counsel of Record)
JONES DAY
North Point, 901 Lakeside Avenue
Cleveland, Ohio 44114
Telephone: (216) 586-3939
Facsimile: (216) 579-0212
dakutik(@jonesday.com

Paul A. Colbert

Grant W. Garber

JONES DAY

325 John H. McConnell Blvd., Suite 600
P. 0. Box 165017

Columbus, Ohio 43216-5017

Telephone: (614) 469-3939

Facsimile: (614)461-4198
pacolbert@jonesday.com
gwgarber(@jonesday.com

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

COIL-1424588v6


mailto:dakutik@jonesday.com
mailto:pacolbert@jonesday.com

CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing was sent by electronic mail to the following

parties on this 28th day of August, 2009.

Grant W. Garber

Stephen Reilly Office of the Ohio Consumers’ Counsel
Anne Hammerstein Joseph Serio, Esq.

Office of the Ohio Attorney General Larry Sauer, Esq.

Public Utilities Section 10 West Broad Street, Suite 1800

180 East Broad Street, 9" Floor Columbus, Ohio 43215-3485
Columbus, Ohio 43215 serio@occ.state.oh.us
Stephen.reilly@puc.state.oh.us sauer(@occ.state.oh.us

Anne.hammerstein@puc.state.oh.us
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EXHIBIT A
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EXHIBIT B



THE EAST OHIC GAS COMPANY First Revised Sheet No, PIR |
Superseding Original Sheet No, PIR |

PIPELINE INFRASTRUCTURE REPLACEMENT (PIR)
COST RECOVERY CHARGE

APPLICABILITY
Applicable to all customers receiving service under the East Ohio’s sales and
transportation rate schedules.

PIR COST RECOVERY CHARGE

All customers receiving service under the following rate schedules shall be assessed a
monthly charge, regardless of gas consumed, in addition to the otherwise applicable
monthly service charge to recover the revenue requirement associated with East
Ohio’s pipeline infrastructure replacement program:

General Sales Service (“GS8§”)

Energy Choice Transportation Service (“ECTS”)

Large Volume General Sales Service (“LV(GSS”)

Large Volumes Energy Choice Transportation Service (“LVECTS™)

General Transportation Service (“GTS”)

Transportation Service for Schools (“TSS™)

Customers receiving service under the Daily Transportation Service (“DTS”) rate
schedule shall be assessed a volumetric charge in addition to their volumetric delivery
charge for that purpose. The maximum monthly PIR Cost Recovery Charge for any
DTS customer shall be $1,000.00 per account.

The PIR Cost Recovery Charge shall be updated annually to reflect the impact on
East Ohio’s revenue requirements associated with pipeline infrastructure replacement
expenditures as offset by corresponding operations and maintenance expense
reductions during the most recent twelve months ended June 30. East Ohio shall file
a notice no later than May 3! of each year based on nine months of actual data and
three months of estimated data for the fiscal year. The filing shall be updated by no
later than August 31 of the same year to reflect the use of actual fiscal year data.
Such adjustments to the PIR Cost Recovery Charge shall become effective with bills
rendered on and after November 1 of each year.

The charges for the respective gas service schedules are:

Rate Schedules GSS and ECTS $0.93/month
Rate Schedules LVGSS and LVECTS $11.14/month
Rate Schedules GTS and TSS $41.88/month
Rate Schedule DTS: $0.0232/Mcf
Issued: Effective: With bills rendered on or after

Filed under authority of The Public Utilities Commission of Ohic in Case No. 09-458-GA-ALT
Bruce C. Klink, President
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PIPELINE INFRASTRUCTURE REPLACEMENT (PIR)
COST RECOVERY CHARGE

APPLICABILITY
Applicable to all customers receiving service under the East Ohio’s sales and
transportation rate schedules.

PIR COST RECOVERY CHARGE

All customers receiving service under the following rate schedules shall be assessed a
monthly charge, regardless of gas consumed, in addition to the otherwise applicable
monthly service charge to recover the revenue requirement associated with East
Ohio’s pipeline infrastructure replacement program:

General Sales Service (“GS8S”)

Energy Choice Transportation Service (“ECTS™)

Large Volume General Sales Service (“LVGSS™)

Large Volumes Energy Choice Transportation Service (“LVECTS™)

General Transportation Service (“GTS™)

Transportation Service for Schools (“TSS”)

Customers receiving service under the Daily Transportation Service (“DTS”) rate
schedule shall be assessed a volumetric charge in addition to their volumetric delivery
charge for that purpose. The maximum monthly PIR Cost Recovery Charge for any
DTS customer shall be $1,000.00 per account,

The PIR Cost Recovery Charge shall be updated annually to reflect the impact on
East Ohio’s revenue requirements associated with pipeline infrastructure replacement
expenditures as offset by corresponding operations and maintenance expense
reductions during the most recent twelve months ended June 30. East Ohio shall file
a notice no later than May 31 of each year based on nine months of actual data and
three months of estimated data for the fiscal year. The filing shall be updated by no
later than August 31 of the same year to reflect the use of actual fiscal year data.
Such adjustments to the PIR Cost Recovery Charge shall become effective with bills
rendered on and after November | of each year.

The charges for the respective gas service schedules are:

Rate Schedules GSS and ECTS $0.9300/month
Rate Schedules 1L.VGSS and LVECTS $11.140-00/month
Rate Schedules GTS and TSS $41.880-60/month
Rate Schedule DTS; $0.023200/Mcf
Issued; Oetober-16;-2008 Effective: With bills rendered on or after-Cetober 16,2008
Filed under authority of The Public Utilities Commission of Ohio in Case No. 08-4169-GA-ALF09-458-
GA-ALT

Bruce C. Klink, President



