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In the Matter of the Application of The East
Ohio Gas Company d/b/a Dominion East
Ohio for Adjustment of Its Interim
Emergency and Temporary Percentage of
Income Payment Plan Rider

Case No. 09-20i! -GA-PIP

APPLICATION
The East Ohio Gas Company d/b/a Dominion East Ohio ("DEO") respectfully requests
approval of an adjustment to its Interim Emergency and Temporary Percentage of Income
Payment Plan Rider ("PIPP Rider"). In support of this Application, DEO states as follows:

1. DEQ is an Ohio corporation engaged in the business of supplying natural gas to
consumers within the State of Ohio and is a public utility subject to the jurisdiction of the
Commission. DEQ's principal office is located at 1201 East 55th Street, Cleveland, Ohio 44103.

2. This Application is made pursuant to the provision of the December 2, 1993
Finding and Order in Case Nos. 88-1115-GE-PIP, 90-705-GE-PIP, and 90-879-GE-ORD and the

December 19, 1996 Finding and Order in Case No. 96-991-GA-UNC.

3. The proposed PIPP Rider rate of $1.7854 (see Attachment 1) would supersede the
current rate of $0.5653 approved in Case No. 05-1421-GA-PIP, which has been effective since
February 7, 2006. The proposed PIPP Rider rate has been calculated so that, as nearly as
possible, it recovers the accumulated unrecovered PIPP arrearages (including pre-PIPP balances,
post-PIPP balances in arrears over 12 months, amounts forgiven under DEQ's arrearage crediting

programs, costs paid to the Ohio Department of Development for income reverification, plus
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carrying costs incutred on the unrecovered arrearages as approved in Case No. 05-1421-GA-PIP)
estimated through December 31, 2009, plus an amount to recover the additional PIPP arrearages
that are estimated to accumulate over the twelve months during which the proposed rate will be
in effect. Arrearages deferred and estimated for recovery through the PIPP Rider have been
reduced by revenue sharing from DEQ's firm receipt point option and commodity exchange
revenues as approved in DEQ's last base rate case, Case No. 07-829-GA-AIR ef al.

4. DEO requests authority to continue to accrue carrying costs on accumulated
unrecovered arrearages and to recaver such carrying costs through the PIPP rider. Actual
carrying costs will be recorded on DEO's books each month based on DEQ's actual cost of debt
and average deferred PIPP balance (i.e., average of the beginning of month and end of month
balances) for each month. Deferred taxes will be provided for the carrying charges so that the net
amounts recorded equal the effect of net of tax carrying charges. The net carrying charges will
be tracked separately so that they may be readily distinguished from the PIPP arrearage balance.
Information supporting the development of the proposed rate is included in Attachment 2. In
order to reduce the magnitude of future adjustments and minimize carrying costs, DEO will
commit to recalculating the PIPP rate annually from this point forward, in December of each
year.

5. As an alternative to the 12-month recovery period described above, DEO would
not object to a Commission order requiring DEO to recover accumulated unrecovered PIPP
arrearages over 36 months. If a 36-month recovery period is ordered, DEO requests authority to
continue to accrue carrying costs and to recover such carrying costs through the PIPP rider in the
manner described above. The PIPP rider calculated to recover the arrearages over 36 months is

provided in Attachment 3, with supporting information included in Attachment 4.



6. If the Commission determines that a 36-month recovery period is appropriate, the
rider rates would be $1.1181 for years one through three based on deferred PIPP balances
projected for calendar years 2010 through 2012. If a 36-month recovery period is ordered, DEO
proposes that only the year one rider rate be approved in this proceeding. DEQ will commit to
recalculating the rate annually thereafter.

7. The current PIPP Rider rate is insufficient to recover the accumulated deferred
PIPP atrearages. The primary factors contributing to the increase in deferred PIPP arrearages are
described below.

8. First, DEO has experienced a considerable increase in the number of PIPP
customers over the past several years. DEQ had 41,888 PIPP customers on December 31, 1998,
This figured more than doubled to 84,374 PIPP customers as of September 30, 2005, just prior to
the filing of the application for the PIPP Rider raie currently in effect. The number of PIPP
customers has grown to 114,062 as of Qctober 31, 2009 - an increase of over 35% since the last
PIPP Rider filing. PIPP customers now account for about 10% of DEQ's entire customer base.
The increase in the number of PIPP customers is reflective of the economic conditions in DEQO's
service territory, which are well known to this Commission. The current level of deferred PIPP
arrearages is directly attributable to the continued increase in economic distress in DEQ's
Northeast Chio service territory.’

9. As the number of PIPP customers has grown, PIPP balances deferred for recovery
through the PIPP Rider, including both the accumulated deferred balances and the ongoing

annual deferrals, have increased significantly. Accumulated and annual deferred PIPP balances

! As explained in a September 29, 2009 Plain Dealer article, "Ranks of the near-poor grow in NE Ohio, census data
show", in 2008, 30.5 percent of Cleveland residents lived in poverty, up from 29.5% in 2007 and 26.9% in 2006.
Among America's 71 major cities, Cleveland ranks second poorest behind Detroit. Youngstown's poverty rate is
even higher at 33.5%. Conditions are only marginally better in some other commaunitics served by DEO. Canton,
for example, had a 27.3% poverty rate in 2008.



used to calculate the current PIPP Rider rate were approximately $153.6 million. These balances
now total approximately $270 million after applying revenue sharing reductions, exclusive of
additional carrying charges that must be recovered while this total deferred balance is being
collected.

10.  Second, although natural gas prices are currently at their lowest level this decade,
such has not been the case throughout the period when the current PIPP Rider has been in effect.
In February 2006, the month the current PIPP Rider rate became effective, DEQO's gas cost
recovery ("GCR") ratc was $12.504. In 2007, commodity costs under DEQ's standard service
offer ("SSO") ranged from $7.278 to $9.031. Likewise, 2008 saw extreme volatility in
commodity costs, which ranged between $8.612 and $14.545. Higher gas rates increased all
customer bills. Because PIPP customers pay a fixed amount based on their income, PIPP
arrearages increased as PIPP customers' bills increased. Although the proposed increase in the
PIPP Rider rate is considerable, the impact on customers of implementing the revised rate at this
time is reduced by the recent decline in commodity prices. Given the relatively low commodity
prices that exist currently, the Commission may find it preferable to recover the accrued PIPP
arrearages over 12 months rather than 36 months. Doing so would save customers
approximately $532,000 in carrying costs.

11.  Lastly, the annual moratoriums under which DEO has either formally or
informally been required to avoid termination of service for customers during the winter season
have contributed to the accumulation of arrearages for which DEO now seeks recovery.

12, Attachment 5 shows deferred PIPP activity and the annual average number of

PIPP customers for the years 2005 through 2009, with 2009 estimated through December 31.



13, Clean and scored versions of the new PIPP Rider tariff that will apply if recovery
of the accrued arrearages is authorized over 12 months are included in Attachment 6. Clean and
scored versions of the tariff that will apply if recovery is authorized over 36 months are included

in Attachment 7.

WHEREFORE, DEQ respectfully requests that the Commission approve the adjustment
of DEQ's Interim Emergency and Temporary Percentage of Income Payment Plan Rider as

proposed in this Application.

Respectfully submitted,

e

Mark A. Whitt (Counsel of Record)
Christopher T. Kennedy

Joel E. Sechler

CARPENTER LIPPS & LELAND LLP
280 Plaza, Suite [300

280 North High Street

Columbus, Ohio 43215

(614) 365-4100 (Telephone)

(614) 365-9145 (Facsimile)
whitt@carpenterlipps.com
kennedy(@carpenterlipps.com
sechler@carpenterlipps.com

Attorneys for The East Ohio Gas Company
d/b/a Dominion East Ohio

860:012:241419
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Attachment 6

The East Ohic Gas Company Eirst-Second Revised Sheet No. F-PIP 1
Supersgeding Original First Revised Sheet F-PIP 1

INTERIM EMERGENCY AND TEMPORARY
PERCENTAGE OF INCOME PAYMENT RIDER

An additional charge of § 1,78548:8683 per thousand cubic feet shall be applied to all
volumes sold each month pursuant to the Company's Rate Schedules incorporating this
Rider by reference,

Issued: January-9-2006 Effective: With bills rendered on or after February7-2806

Filed under authority of The Public Utilities Commission of Ohio in Case No. 85-1423409-  -GA-PIP
Braee-ClchinkAnne £, Bomar, Senior Vice President



The East Ohio Gas Company Second Revised Sheet No. F-PIP 1
Superseding First Revised Sheet F-PIP [

INTERIM EMERGENCY AND TEMPORARY
PERCENTAGE OF INCOME PAYMENT RIDER

An additional charge of $ 1,7854 per thousand cubic feet shall be applied to all volumes
sold each month pursuant to the Company's Rate Schedules incorporating this Rider by
reference. .

Issued: Effective;: With bills rendered on or after

Filed under authority of The Public Utilities Commission of Ohio in Case No. 09-___-GA-PiP
Anne E. Bomar, Senior Vice President




_ Attachment 7
| The East Chio € 5 Company First-Second Revised Sheet No. F-PIP 1
. Superseeding Original-First Revised Sheet F-PIP [

INTERIM EMERGENCY AND TEMPORARY
PERCENTAGE OF INCOME PAYMENT RIDER

| An additional charge of $ 1.11818:5653 per thousand cubic feet shall be applied to all
volumes sold each month pursuant to the Company’s Rate Schedules incorporating this
Rider by reference.

Issued: Janvary-9-2006 ‘ Effective: With bills rendered on or after Februsry-7-2006

Filed under authority of The Public Utilities Commission of Ohio in Case No, 85-142109-__ -GA-PIP
Bruce-GKlinkAnne E. Bomar, Senior Vice President




The East Ohio Gas Zarmery Second Revised Sheet No. F-PIP |
Superseding First Revised Sheet F-PIP 1

INTERIM EMERGENCY AND TEMPORARY
PERCENTAGE OF INCOME PAYMENT RIDER

An additional charge of § 1.1181 per thousand cubic feet shall be applied to all volumes
sold each month pursuant to the Company's Rate Schedules incorporating this Rider by
reference.

k

Issued: Effective: With bills rendered on or after

Filed under authority of The Public Utilities Commission of Ohio in Case No, 09-__ -GA-PIP
Anne E. Bomar, Senior Vice President



