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BEFORE 

THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of ) 
Vectren Energy Delivery of Ohio, Inc ) Case No. 12-1423-GA-RDR 
for Authority to Adjust its Distribution ) 
Replacement Rider Charges. ) 

APPLICATION 

Vectren Energy Delivery of Ohio, Inc, ("VEDO" or "Company") respectfully 

requests that the Public Utilities Commission of Ohio ("Commission") approve an 

adjustment to its Distribution Replacement Rider ("DRR") charges as described and 

supported herein. In support of this Application, VEDO states: 

1. VEDO is an Ohio corporation engaged in the business of providing natural 

gas distribution service to approximately 313,000 customers in west centra! Ohio and is 

a public utility as defined by Section 4905.02 and 4905.03, Ohio Revised Code. 

2, On January 7, 2009, in Case No, 07-1080-GA-AIR, the Commission 

approved, inter alia, a Stipulation and Recommendation {"2008 Stipulation") filed on 

September 8, 2008 which authorized VEDO to establish a DRR for the recovery of: (1) 

the return on and of plant investment, including capitalized interest, or post-in-service 

carrying cost charges ("PISCC"), along with incremental costs incurred under a multi-

year program for the accelerated replacement and retirement of cast iron mains and 

bare steel mains and service lines ("Program"), (2) deferred expenses incurred during 

1 



Company's investigation of the installation, use, and performance of natural gas service 

risers, (3) all costs of replacement of prone-to-faii risers, (4) the incremental costs 

attributable to assuming ownership of service lines installed or replaced by Company, 

and (5) the incremental cost of assuming maintenance responsibility for all service lines, 

less the actual annual savings of certain Operations and Maintenance ("O&M") 

expenses as compared to a baseline level of O&M of $1,192,953. 2008 Stipulation at9-

10. 

3. Pursuant to the 2008 Stipulation, in its Opinion and Order in Case No. 11-

2776-GA-RDR {"2011 Ordef"), the Commission approved a Stipulation and 

Recommendation {"2011 Stipulation") which established the current DRR charges which 

became effective on September 1, 2011. 

4. The 2008 Stipulation requires that by May 1 of each year for which the 

DRR is approved, commencing with 2010, VEDO "...shall make an application in this 

docket.,.to establish the DRR to be effective on the following September 1 for the 

subsequent twelve (12) month period." 2008 Stipulation at 11. The 2008 Stipulation 

provides that this Application, which is to be served on the parties electronically, shall 

not be considered to be an application to increase rates and charges. Id. In its 2010 

Order in Case No, 10-0595-GA-RDR, the Commission ordered VEDO to file its annual 

DRR applications in an RDR docket. 2010 Order a\ 8, 

5. As a part of the required May 1 application, VEDO is required to provide 

support for the following: 

a. The return of and on the plant investment, inclusive of capitalized 
interest or post-in-service carrying costs charges ("PISCC"), 
PISCC shall be accrued and recovered at the rate of 7.02% for the 



accumulated infrastructure investment amounts in the DRR from 
the date that the applicable assets are placed in service until the 
effective date of the next subsequent DRR; 

b. The incremental costs of the Program (as described in Exhibit No. 
JMF-6); 

c. The actual deferred costs resulting from compliance with the 
PUCO-ordered riser investigation (Case No. 05-463-GA-COI); 

d. The incremental costs of assuming ownership and repair of 
customer service lines as described in the rate case application; 

e. The costs associated with the replacement of prone-to-fail risers 
over a five year period; 

f. The incremental revenue requirement for the year and for each 
component of the DRR; 

g. A summary of its construction plans for the next year, including 
expected investment, expected location of the infrastructure 
replacement work, and the expected miles to be replaced; and 

h. The actual annual savings of O&M expenses, 

2008 Sf/pu/af/on at 9-12. 

6. With respect to this Application, the 2008 Stipulation provides that VEDO 

".,,shall: bear the burden of proof of demonstrating the justness and reasonableness of 

the level of recovery proposed by the Company for the successor DRR charge; and, 

support the adjustment to the annual revenue requirement for increases or adjustments 

to the then existing DRR charge... ," 2008 Stipulation at 12. 

7. In order to demonstrate the justness and reasonableness of the level of 

recovery sought for the DRR charges proposed herein and to support the proposed 

adjustment to the underlying annual revenue requirement, VEDO submits the following 

as attachments hereto: 



a. Attachment A: Direct Testimony of James M. Francis (and included 
Exhibits); 

b. Attachment B: Direct Testimony of Janice M. Barrett (and included 
Exhibits); and 

c. Attachment C: Direct Testimony of Scott E. Albertson (and 
included Exhibits). 

8, The data and information contained in the Application attachments 

enumerated above support revised DRR charges as follows: 

Rate Schedule $ Per Month $ Per Ccf 

310,311 and 315 $1.99 
320, 321 and 325 (Group 1) $1,99 
320, 321 and 325 (Group 2 and 3) $0.01509 
341 $10,19 
345 $0,00340 
360 S0.00223 

9, A revised tariff Sheet No, 45, Sixth Revised Page 2 of 2, which reflects the 

DRR charges in No. 8 above, is included in the Direct Testimony of Scott E. Albertson 

as Exhibit No. SEA-2. 

WHEREFORE, VEDO respectfully requests that the Commission approve the 

DRR charges shown on the proposed Sheet No. 45, Sixth Revised Page 2 of 2, 

included in the Direct Testimony of Scott E. Albertson as Exhibit No. SEA-2. 

Respectfully submitted, 

/s/ Gretchen J. Hummel 
Gretchen J. Hummel (Trial Attorney) 
Frank P. Darr 
McNees Wallace & Nurick LLC 
Fifth Third Center 
21 East State Street, 17'^ Floor 
Columbus. OH 43215 



Telephone: 614-469-8000 
Telecopier: 614-469-4653 
ghummel@mwncmh,com 
fdarr@mwncmh.com 

Attorneys for Vectren Energy Delivery 
of Ohio, Inc. 
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THE PUBLIC UTILITIES COMMISSION OF OHIO 

DIRECT TESTIMONY 

OF 

JAMES M. FRANCIS 

DIRECTOR OF ENGINEERING AND ASSET MANAGEMENT 
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VECTREN ENERGY DELIVERY OF OHIO, INC. 

CASE NO. 12-1423-GA-RDR 

April 30, 2012 



DIRECT TESTIMONY OF JAMES M. FRANCIS 

INTRODUCTION 

1 Q. Please state your name, business address and occupation. 

2 A. My name is James M. Francis. My address is One Vectren Square, 

3 Evansville, Indiana, and I am Director of Engineering & Asset 

4 Management for Vectren Utility Holdings, Inc. ("VUHl"), the immediate 

5 parent company of Vectren Energy Delivery of Ohio, Inc. ("VEDO" or "the 

6 Company"), 

7 Q. What are your duties in your present position? 

8 A. 1 have responsibility for engineering and technical support for VEDO utility 

9 operations. My specific responsibilities include System Design and 

10 Planning, Corrosion Control, Project Engineering, Compliance, Standards, 

11 Asset Management, Pipeline Integrity Management, and Capital Planning 

12 and Management. Additionally, 1 am responsible for identifying and 

13 implementing many of VEDO's asset management programs. 

14 Q. Please describe your work experience. 

15 A, I have been employed by VEDO since April 8, 2004 as the Director of 

16 Technical Services. My title has subsequently been changed to Director 

17 of Engineering & Asset Management. Prior to my current position. I have 

18 been employed with VEDO since the purchase of the gas assets of the 

19 Dayton Power & Light Company by Vectren Corporation in 2000. 

20 Immediately prior to my current position, 1 was the Regional Manager of 

Francis Direct Testimony 1 



1 the Troy Operating Region with responsibility for field operations. I also 

2 held other positions at VEDO including Planning Manager and 

3 Measurement Supervisor. Prior to my employment with VEDO, in 1991, ! 

4 became an employee of Dayton Power & Light serving as a Project 

5 Engineer, System Planner and Measurement Supervisor. 

6 Q. What is your educational background? 

7 A. 1 received a Bachelor of Science in mechanical engineering from the 

8 University of Dayton in 1993. 1 received a Masters in Business 

9 Administration from The Ohio State University in 2000. 

10 Q. Are you involved in any gas industry association activities? 

11 A. Yes. I am active in the American Gas Association's ('AGA") Operating 

12 Section, I am currently a member of the AGA's Distribution and 

13 Transmission Engineering Committee, 

14 Q. Have you previously testified before this Commission? 

15 A. Yes, 1 testified in VEDO's most recent general rate case, Case No. 07-

16 1080-GA-AIR ("Rate Case"), in support of the need for recovery of certain 

17 costs under the Distribution Replacement Rider ("DRR") proposed in that 

18 proceeding. 1 also testified in VEDO's 2010 DRR proceeding. Case No, 

19 10-0595-GA-RDR and 2011 DRR proceeding, Case No. 11-2776-GA-

20 RDR, 

Francis Direct Testimony 



1 Q. What is the purpose of your testimony in this proceeding? 

2 A, First, 1 will provide details on the progress of VEDO's accelerated bare 

3 steel and cast iron replacement program ("Replacement Program"), I will 

4 discuss the status of pipe replacement, the costs incurred and the benefits 

5 identified in 2011, I will discuss certain other issues, such as meter 

6 relocations and plastic pipe retirements, and how these are addressed 

7 within the Replacement Program, I will discuss the processes used to 

8 assess and award the construction work associated with the Replacement 

9 Program, and will provide the 2012 replacement plan. 

10 The second portion of my testimony will discuss VEDO's riser replacement 

11 program ("Riser Program"). I will detail the status of replacements and 

12 costs associated with the Riser Program in 2011. I will also discuss how 

13 the Riser Program work was awarded in 2011. 

14 The third portion of my testimony will discuss VEDO's experience with the 

15 change in service line ownership and responsibilities which took effect in 

16 2009. 

17 The final portion of my testimony will discuss identified savings resulting 

18 from the Replacement Program as well as the additional costs incurred by 

19 VEDO due to its assumption of service line responsibility in 2009. 

20 Q. What Exhibits are you sponsoring in this proceeding? 

21 A. 1 am sponsoring the following exhibits: 

22 • Exhibit No. JMF-1- 2011 VEDO BS/Cl Replacement Program Progress 

Francis Direct Testimony 3 



1 • Exhibit No. JMF-2- Plastic Main Retirement Causes 

2 • Exhibit No. JMF-3- VEDO BS/Cl 2012 Replacement Plan 

3 • Exhibit No. JMF-4- VEDO Riser Replacement Program 2011 Costs 

4 • Exhibit No, JMF-5- VEDO 2011 BS/Cl Maintenance Expense 

5 • Exhibit No, JMF-6-VED0 Incremental Service Line Responsibility 

6 Capital Costs 

7 Q. How is your testimony organized? 

8 A. My testimony is organized in four sections: 

9 1. Bare Steel and Cast Iron Replacement Program 

10 II. Riser Replacement Program 

11 III, Service Line Responsibility 

12 IV. O&M Savings and Incremental Costs 

13 I. Bare Steel and Cast Iron Replacement Program 

14 Q. Please provide a brief description of VEDO's Replacement Program. 

15 A. As of the end of 2010, VEDO had a total of 492 miles of bare steel and 

16 161 miles of cast iron main remaining in its system. In the Rate Case, 

17 VEDO proposed to replace its remaining bare steel and cast iron 

18 infrastructure over a twenty year period at a rate of approximately 35 miles 

19 per year. The Replacement Program, as approved by the Commission in 

20 the Rate Case, includes the replacement of both mams and service lines, 

21 Existing bare steel and cast iron mains and service lines are being retired 

22 as part of the Replacement Program, 
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1 Q. How much bare steel and cast iron infrastructure did VEDO retire in 

2 2011 as part of the Repiacement Program? 

3 A, In 2011, VEDO retired 29.6 miles of bare steel and 5,3 miles of cast iron 

4 mains under the Replacement Program. Additionally, VEDO retired 3,662 

5 bare steel service lines, with 3,347 of those being replaced. 

How much did VEDO invest in the Replacement Program in 2011? 

As identified by VEDO witness Janice M. Barrett, VEDO's Replacement 

Program investment for projects placed in service in 2011 was 

$17,544,517, Exhibit No. JMF-1 provides a detailed list of the projects 

placed in service under the Replacement Program in 2011, the costs of 

each project as of December 31, 2011, and the amount of pipe (main 

footage and number of service lines) retired and replaced. For some 

projects placed in service in 2011, additional trailing charges (such as 

restoration costs) will be incurred in 2012. These costs will be included in 

a future DRR filing. 

Did VEDO retire any plastic main as part of the Replacement 

Program tn2011? 

Yes. VEDO retired a total of 7,458 feet of plastic main within the 

replacement projects completed in 2011, There were a number of 

reasons why plastic main segments were retired, which were discussed in 

my testimony in the Rate Case. Some short segments of plastic main 

existed within the bare steel or cast iron systems. It would have been 

more costly to try and salvage that main rather than replace it Also, there 
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1 existed sections of plastic main at the ends of some distribution systems 

2 being retired wherein those segments no longer served any customers; 

3 therefore, there was no reason to continue to maintain those segments at 

4 this time. Exhibit No. JMF-2 "Plastic Main Retirement Causes" provides a 

5 brief description of the cause of the plastic retirement for each applicable 

6 project. 

7 Q. Did the Rate Case Stipulation contemplate the inclusion of plastic 

8 pipe replacement costs for recovery through the DRR? 

9 A. Yes, The Rate Case Stipulation, Paragraph 10(a) requires that the annual 

10 Replacement Program construction plans are to be provided to the Rate 

11 Case parties on February 1 of each year and shall include, among other 

12 things, the ",,.investment in infrastructure replacement under the program 

13 (including service line replacement costs and the other cost components 

14 included in the Company's application).,,." The Rate Case Application, 

16 Alt. Reg. Exhibit A, Page 4, discusses in detail the replacement of plastic 

16 pipe as a part of the Replacement Program, Additionally, the Rate Case 

17 Stipulation, Paragraph 10(c), requires that the annual application to 

18 establish the DRR rate "..will include the information described in 

19 Paragraph 10(a) above for the costs incurred during the previous calendar 

20 year," which, as already indicated, includes the cost components, 

21 including plastic pipe replacement, which were included in the Rate Case 

22 Application. 

Francis Direct Testimony 6 



Is there any other evidence that the replacement of plastic pipe was 

contemplated to be a part of the Replacement Program as proposed 

in the Rate Case Application? 

Yes. The Direct Testimony of Scott E. Albertson in the Rate Case, Page 

4, in discussing the content of Rate Case Application, Alt. Reg. Exhibit A 

and the cost components thereof, reiterates that the replacement of plastic 

pipe was a part of the Replacement Program from its inception. 

Did VEDO move any meters outside as part of the Replacement 

Program? 

Yes. VEDO moved 2,579 meters outside in 2011, Because the newly 

installed mains operate at a higher pressure (requiring the installation of a 

service regulator), the cost associated with moving the meters outside was 

less than if the meter remained inside and the necessary service regulator 

was installed outside, in addition to better utilization of VEDO^s capital, 

moving the meters outside should improve operational efficiency 

associated with future meter order work and will eliminate the need for 

inside atmospheric corrosion inspections. VEDO has employed this meter 

move-out approach since the Replacement Program was first 

implemented. 

20 Q. Does VEDO believe that the Replacement Program is achieving or 

21 will achieve the expected benefits? 

22 A. Yes. VEDO expects to experience improved service reliability and safety 

23 through the reduction of leakage and the replacement of the mains and 
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1 service lines that contribute most to system leaks. Proactive replacement 

2 of this pipe, moving meters outside, and retiring the older assets will drive 

3 workforce efficiencies. The Company was able, in 2011, to achieve 

4 improved capital utilization by retiring more existing main infrastructure 

5 than it was necessary to replace. Customers and property owners will 

6 experience a reduction in the number and frequency of disturbances and 

7 inconveniences (such as leak repair, service interruptions, etc.) as the 

8 older sections of main are retired. VEDO has historically repaired 

9 approximately 1 leak per mile per year on the mains retired. Additionally, 

10 as quantified below, there are active teaks and meter orders that will be 

11 eliminated as a result of replacing the infrastructure. The elimination of 

12 active leaks will result in a relatively lower level of lost and unaccounted 

13 for gas, although it is impractical to quantify a specific reduction. Finally, 

14 VEDO expects long term benefits in terms of reduced impacts on the 

15 communities where public infrastructure improvements may occur after 

16 these projects are completed. 

17 Q. What operational benefits did VEDO achieve as a result of the 

18 Replacement Program in 2011? 

19 A. There are a number of operational benefits that VEDO has achieved to 

20 date as a result of the Replacement Program, 

21 • The replacement of these assets has reduced the number of active 

22 leaks in VEDO's system, is expected to reduce the occurrence of 

23 future leaks and leak repair work, and will reduce interruptions, 
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1 inconveniences and disturbances to customers. Specifically, the 

2 replacement projects from 2011 have allowed VEDO to eliminate 

3 110 active leaks, of which 44 would have required a more 

4 immediate and less efficient repair. 

5 • Over the past 7 years, the Company has experienced an average 

6 of 156 asset condition related meter orders on the types of assets 

7 that were replaced in 2011, VEDO will experience a reduction in 

8 the number of these meter orders (Outside Gas Leak. Gas 

9 Emergency, Water in Line, and No Gas orders) through the 

10 retirement of bare steel and cast iron infrastructure 

11 • VEDO moved 2,579 inside meters outside. This will eliminate the 

12 requirement for a separate atmospheric corrosion check. 

13 • Certain system components that had been used to address issues 

14 associated with assets in poor condition have been eliminated, 

15 such as the 42 drips used to remove water from low pressure 

16 mains. 

17 Ultimately, these types of improvements provide reliability and safety 

18 benefits to VEDO's customers or property owners that live in the vicinity of 

19 the replacement projects. 

20 Q. Did VEDO derive cost savings from the 2011 replacement projects? 

21 A, Yes. VEDO has detailed the reduction of specific work items, assets and 

22 the estimated reduction of historically experienced work quantities, all of 

23 which allowed VEDO to achieve maintenance cost savings attributable to 

Francis Direct Testimony 9 



1 the Replacement Program (and specific to the assets that were retired) in 

2 2011. Quantification of the savings achieved in 2011 compared to the 

3 baseline amount of $1,192,953 established in the Rate Case will be 

4 discussed later in my testimony. 

5 Q. Were the construction projects within the 2011 Replacement 

6 Program competitively bid? 

7 A. Yes, 

8 Q. How were the bid packages organized, bid and awarded? 

9 A, Based on the geographical location of the projects, VEDO divided the 

10 planned 2011 projects into ten (10) bid packages. Separate bid packages 

11 were prepared for the bare steel and cast iron replacement projects and 

12 the riser replacement work. All existing contractors could bid on any of the 

13 10 packages but were not required to bid on all packages. If a contractor 

14 had not performed a gas distribution replacement project for Vectren 

15 within the last 3 years, they were deemed a new contractor and were 

16 limited to bid on the two (2) designated entry level packages. Each bid 

17 package was independently evaluated. 

18 Twelve (12) different construction contractors were invited to provide bids 

19 for the work. A pre-bid meeting was held with all of the contractors to 

20 provide direction and to answer questions with regard to the work to be 

21 performed and the bids to be submitted. Each contractor was provided 
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1 with copies of prints for all of the projects and were given time to visit the 

2 project sites prior to submitting bids. 

3 Bids were submitted based on unit pricing; that is, a fixed price for a given 

4 unit of work to be performed. VEDO used the unit prices and the 

5 estimated work units for each project to create comparative cost 

6 estimates. These comparative estimates were then summarized for each 

7 bid package. Each package was evaluated based on overall cost, and the 

8 contractor's capacity. If a contractor submitted bids on several projects, 

9 the contractor's capacity was evaluated to ensure the potential award did 

10 not exceed the contractor's capacity. 

11 Q. What is VEDO's replacement plan for 2012? 

12 A. VEDO's planned replacement projects tor 2012 are identified in Exhibit 

13 No. JMF-3. VEDO plans, in 2012, to spend approximately $18,6 million 

14 under the Replacement Program, replacing approximately 33 miles of 

15 bare steel and cast iron main along with the bare steel service lines 

16 served from those mains. As was the case in 2011, VEDO resen/es the 

17 right to modify the plan as necessary to accommodate additional or 

18 different, higher priority projects as circumstances may change throughout 

19 the year. 

Francis Direct Testimony 11 



^ "• Riser Program 

2 Q. Please describe the Riser Program. 

3 A As ordered by the PUCO, in 2007 VEDO began conducting an inventory 

4 of customer owned service risers in its service territory. VEDO completed 

5 its inventory of risers in 2008, VEDO began replacing the risers identified 

6 as "prone-to-faii" in 2009 and further refined the list of risers to be 

7 replaced. As of the end of 2010, VEDO had 14,709 remaining prone-to-

8 fail risers to replace. 

9 Q. How many risers did VEDO replace in 2011? 

10 A, VEDO replaced the remaining 14,709 prone-to-fail risers in 2011. The 

11 cost to replace these risers was §5,471,106 or approximately $372 per 

12 riser. Exhibit No. JMF-4 provides a breakdown of the costs incurred under 

13 the Riser Program. VEDO has now replaced all identified prone-to-fail 

14 risers. 

15 Q. What is the total Riser Program cost after completion at the end of 

16 2011? 

17 A. The total Riser Program cost as of the end of 2011 was $17,262,601, 

18 which consists of the 2009 Riser Program cost of $5,451,132, the 2010 

19 Riser Program cost of $6,340,363 and the 2011 Riser Program cost of 

20 $5,471,106, This total estimated cost is less than the $33 million 

21 projected spend identified during the Rate Case due to a reduction of the 
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1 number of risers to be replaced and the Company's use of alternative 

2 replacement methods, as described below. 

3 Q. What methods did VEDO use to replace risers in 2011 ? 

4 A, Where possible, VEDO used the Perfection Servi-Sert service head 

5 adaptor to replace the service riser head. Where the Servi-Sert was not 

6 able to be used, the entire riser was replaced. 

7 Q. Why was the average per unit cost of a riser replacement in 2011 

8 $372 compared to $337 in 2010? 

9 A, Many of the more challenging riser replacements were completed in 2011, 

10 which included the need to hand dig and squeeze off services as a result 

11 of inaccessible curb stops. Additionally, there were fewer Servi-Serts 

12 installed in 2011 than in 2010 based on varying manufactures as a result 

13 of the existing service nsers- This required more risers to be replaced 

14 using a full riser replacement. Additionally, VEDO incurred an increase in 

15 materia! costs resulting from the replacement of 86% more 1 %" risers 

16 (which are more costly than a 1" riser) than in 2010, 

17 Q. Was the riser replacement work in 2011 competitively bid? 

18 A. Yes. 
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1 Q. How were the bid packages organized, bid and awarded? 

2 A. The Riser Program bid packages were organized geographically into two 

3 (2) packages, 

4 Twelve (12) different construction contractors were invited to provide bids 

5 for the riser work, of which six (6) provided bids. A pre-bid meeting was 

6 held with a!! of the contractors to answer questions with regard to the work 

7 to be performed and the bid packages to be submitted. Each contractor 

8 was provided with a count of risers to be replaced by package. 

9 Bids were submitted based on unit pricing for full replacements, service 

10 riser head replacements and any associated activities VEDO used the 

11 unit prices to create comparative cost estimates for each package. Each 

12 package was evaluated independently, much like the Replacement 

13 Program, and awarded accordingly, 

14 The two (2) bid packages were awarded to the lowest two bidders based 

15 on the comparative cost estimate. The same two (2) contractors 

16 performed the Riser Program work in both 2010 and 2011. 

17 Q. Was some of the riser replacement work completed by VEDO crews? 

18 A. Yes, In addition to the contracted crews, VEDO used internal crews to 

19 complete a number of replacements. 

20 Q. Is VEDO's Riser Repiacement Program complete? 

21 A. Yes. 
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1 III. Service Line Responsibility 

2 Q. Are you able to assess how VEDO's transition to service line 

3 responsibility has progressed? 

4 A. VEDO continues to view the transfer of service line responsibility to the 

5 Company as a positive for both the Company and its customers. In 

6 general, VEDO's assumption of service line responsibility has been a 

7 benefit to its customers. Customers no longer are required to schedule 

8 the services of a plumber to repair or replace their service line, minimizing 

9 inconvenience and out of pocket costs for customers, VEDO's response 

10 times to leak calls and its repair activities reduce the amount of time 

11 customers are out of service. The Company's ability to adjust to an ever 

12 changing schedule to meet the needs of customers has also been a 

13 benefit. Also, confusion over customer responsibility for the service line 

14 has been essentially eliminated because there is now a clear delineation 

15 of responsibility between the customer and VEDO. Because VEDO (and 

16 its customers) have a significant number of aged service line assets, the 

17 annual amount of service line replacements is significant, VEDO has 

18 responded to numerous leak calls, many on bare steel service lines that 

19 have required replacement. VEDO does expect that as the Replacement 

20 Program matures and as individual service lines are replaced, over time 

21 this leak call activity will be reduced, as was identified in the Replacement 

22 Program benefits. 
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1 Q. Has VEDO experienced any incremental costs as a result of 

2 assuming service line responsibility? 

3 A. Yes. VEDO has had to repair a number of gas leaks on the portion of the 

4 buried service line and the above ground meter setting that was previously 

5 maintained by the customer. As a result of this change, VEDO has seen 

6 both an increase in capital replacements and operations and maintenance 

7 expenses to repair these leaks. Incremental capital replacement costs 

8 related to service line responsibility are included in VEDO witness 

9 Barrett's DRR revenue requirement. The incremental O&M expenses will 

10 be discussed later in my testimony. 

11 IV. Maintenance Savings and Incremental Costs 

12 Q. Did VEDO achieve maintenance savings in 2011 compared to the 

13 baseline amount of $1,192,953? 

14 A. Yes. VEDO calculated its maintenance expenses incurred in 2011 by the 

15 same method it used to calculate the baseline maintenance expense 

16 amount of $1,192,953. The actual comparable maintenance expenses in 

17 2011 were $870,301, resulting in a savings against the baseline of 

18 $322,652. This amount is broken into expense reductions attnbutable to 

19 mains of $350,190 and expense increases from service lines replaced, 

20 and now owned by VEDO, of $27,538 for a net savings of $322,652. 

21 Additionally, VEDO experienced an increase in maintenance expenses of 

22 $86,335 for those service lines that are not bare steel. Exhibit No. JMF-5 
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1 provides the actual 2011 maintenance expenses and a comparison 

2 against the baseline expense amount. Additionally, this exhibit provides a 

3 breakdown of the maintenance expenses between mains and services. 

4 Q. Are the maintenance savings fully attributable to the Replacement 

5 Program? 

6 A, No. While certainly the elimination of the bare steel and cast iron 

7 infrastructure would have driven some of the cost reductions, the change 

8 in service line responsibilities also led to some of the savings. The reason 

9 for this is that VEDO completed a significant number of service line 

10 replacements that would have formerly been at the customer's expense. 

11 The resources that previously had been conducting more leak repairs 

12 instead completed service line replacements, which are capital 

13 expenditures. As such, the maintenance expenses identified in 2011 are 

14 not necessarily indicative of the ongoing level of O&M. Rather, they are 

15 indicative of the work VEDO actually performed in a single year (2011). 

16 As such, the actual maintenance savings as compared to the baseline will 

17 change year over year. 

18 Q. Has VEDO experienced any incremental capital investment, beyond 

19 the Replacement Program, as a result of assuming service line 

20 responsibility? 

21 A. Yes. VEDO has replaced a number of service lines in order to eliminate 

22 gas leaks on the portion of the buried sen/ice line and the above ground 

23 meter setting that was previously maintained by the customer. As a result 

Francis Direct Testimony 17 



1 of this change, VEDO has seen an increase in capital costs. In 2011, 

2 VEDO spent, on average, $4,812 per service line replaced. The 

3 incremental cost of the curb-to-meter portion of the service line is 

4 approximately $1,113 per service line replaced over that experienced 

5 during the baseline period of 2007. The incremental investment includes 

6 the cost for the incremental length of curb-to-meter service line and meter 

7 setting that was formerly installed -and maintained by the customer. In 

8 2011, VEDO replaced 1,354 service lines that were not associated with 

9 the formal Replacement Program. This equated to an incremental capital 

10 investment of $1,507,002 for service line replacements as a result of the 

11 assumption of this responsibility for service lines. Exhibit No. JMF-6 

12 provides the calculation of the incremental investment. 

13 Q. Does this conclude your testimony? 

14 A. Yes. 
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exhibit No JMh 3 
Vectren f,nergy Delivery of Ohio 

Page 1 o! 1 

5^-VECTREN V E D O BS / CI 2012 R e p i a c e m e n t P r o g r a m 

Calendar Year 2012 

Project 
Group U 

V-AA^ 

V-HBl 

v - i a 3 

V-147 

V-?Sl 

V l f . 3 

V-S13 

V-5?3 

V-524 

V-&30 

V-TM 

V-B1D 

V.^10.42 

V-115 

V116 

V - 1 V 

v-na 

v - i : ' 3 

V 134 

V-E11 

V-523 

V-:,67 

V-596 

V-44Q 

V-4S2 

V-612 

V-120 

v.-ieo 

V-520 

V-!>?2 

V.G23 

0peratrr?9 
Center 

Bellefontalne 

BelSyfuHlaine 

CentsrvMIe 

CGnlcr\ille 

Cenlerville 

CGnlRrvllle 

Centerville 

Centervfde 

CentHFville 

(iDllDtV'lle 

Cmi iw i l t e 

noitcKvJlc 

[irtyliai W B 5 ( 

Dayton Wes1 

Dayton West 

Dayicn iiVast 

D a y t o n W e s t 

DaylorvWes; 

nHykj 1 Vvi:sl 

Dayton West 

Dayton West 

Dayton West 

Dayton West 

FairDom 

Jalrtjom 

Fairthtwn 

Troy 

Troy 

Troy 

Troy 

Iroy 

City 

RFl.l FFONTAINF 

QCLLEFONTAtNE 

DAYTON 

UAViOH 

DAYTON 

MiAMtSBURG 

DAYTON 

DAYTON 

DAYTON 

DAYTON 

DA yrow 

DAYTON 

UAY10N 

DAVTON 

DAYTON 

DAYTON 

DAYrON 

EATON 

OAYrON 

DAVTON 

DAYTON 

DAYTON 

DAYTON 

GEDARVILLE 

XENIA 

JAMESTOWN 

NEW IWADISON 

SIDNEY 

PIQUA 

PiQUA 

SIDNEY 

Street 

Gieen St., ParX St. 

La>;e Ave., Superior St . Erie St, 

Maple SL, Clover St., Little St 

Healon Ave., Highland Ave. 

Coventry Rd. Cteaveland Ave. 

Cote av8 Park Ave 

HPRsSer St., Glfifin Rock, Pus,oll Ave 

Guncle Ave,, Gebhart SI. 

Angle St., George S t 

Wayne Ave., Epworth Ave 

Grown St., K St. 

Paterson Rd 

Kay Ave , Trr>y S t , fcdmond St., 

F i i h s l , RJvorview Ave., t SoKond S I 

Harl Sl.,Leo St , Leonard St. 

First St., Douqias Ave , Webb St 

Findiay s l „ S Jersey Sl„ N McGee St, 

Mapip SI., F Fdison St.. F MRt^ar ic St 

Holton St., RKnard St., Bantz Ct. 

Pleasant S t . Garland SL Harbinu St. 

Rybum Ave., Bruce Ave., 

Orchard St. Malhisor. 3!., t s I S i 

Ldison St., Woodward St., Howell S!, 

Elm St., Walnut S I , Nnriti SI 

Main St. West St.. Colllsr St. 

Maple St., Washirtgton SL, Kama St, 

Cherry S I , Summit S t , Wayne SI, 

Mishiqan A v e , Gary SI , North SL 

Summit St,. Wizard S t , Sunset St. 

Garfieid S i . Pitjm SI 

Miami St., South SI .Thompson St. 
TOTAL 

Install 

Footage 

3,010 

1,802 

4,40b 

7,5B5 

4,645 

4,339 

940 

2,740 

5,165 

6,810 

1,114 

3,777 

5,7t50 

3,/8y 

5,385 

b,B40 

9,4 £5 

7,D75 

e,286 

'),3y4 

2,49C 

4,040 

2,858 

3,1?5 

8,990 

3,731 

5,tj49 

4,330 

2,108 

?,eS2 

4,421 

13B,SS4 

Estimated 

RoUre 
Footage 

4.461 

2,2B7 

6,44.^ 

"/,050 

3.955 

4.931 

1,4D5 

2.654 

5.990 

6.651 

2,124 

3,950 

9,420 

6.295 

4,94P 

8,055 

10,775 

7,010 

9,214 

5,550 

3,531 

6,285 

4,S86 

4,950 

12,460 

4,44B 

6,/33 

4.910 

3,106 

2.8?'2 

4.955 

173,157 

Project 
Services 

84 

53 

242 

?6e 

1G1 

106 

45 

75 

165 

239 

17 

83 

192 

31 

252 

12B 

195 

124 

137 

184 

87 

136 

64 

53 

125 

64 

115 

130 

77 

74 

15B 

3,852 

Est imated 
Project Cost 

£400,750 

5265,049 

^ W S J b b 

5396,497 

$546,812 

$500,434 

S212.5S7 

S401.?85 

5786,744 

SM1.211 

S '7 I , I 2B 

$5/B,458 

$965,129 

$402,878 

1 S9SR,972 

SVlS.f'29 

3908,345 

StifcO,392 

$^53,466 

5845,015 

$307,067 

SO53,/'04 

536£>.658 

5342,016 

5750,743 

$288,46? 

$ei3,051 

5411,bl9 

S46S.132 

S412.008 

5685,612 
$16,648,818 



fcxhibit No, JiVIF-4 
Vectren Energy Delivery of Ohio 

Page 1 of 1 

Vectren Energy Delivetv of Ohio 
Riser Replacement Program 

Twelve Months Ended December 31, 2011 

Expense Category 
Contract Labor 
Materials 
Overheads 
Labor 
Other Expenses 
Total 
# Risers 
Costs per Riser 

$ 

$ 

$ 

$ 

$ 

$ 

Expense 
2,805.386 

1,127,312 

1,066,605 

408,776 

63.027 

5,471,106 

14,709 

$ 372 

Notes: 
(1) Ties to Exhibit No. JMB-3a, Column P, Line 11, 
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BEFORE 

THE PUBLIC UTILITIES COMMISSION OF OHIO 

DIRECT TESTIMONY 

OF 

JANICE M. BARRETT 

DIRECTOR OF REGULATORY AND PLANT ACCOUNTING 

ON BEHALF OF 

VECTREN ENERGY DELIVERY OF OHIO, INC. 

CASE NO. 12-1423-GA-RDR 

APRIL 30, 2012 



DIRECT TESTIMONY OF JANICE M. BARRETT 

1 INTRODUCTION 

2 Q. Please state your name and business address. 

3 A. Janice M. Barrett. One Vectren Square, Evansville, Indiana 47708. 

4 Q. What position do you hold with Applicant Vectren Energy Delivery of 

5 Ohio, Inc, ("VEDO" or "the Company")? 

6 A. I am Director of Regulatory and Plant Accounting for Vectren Utility 

7 Holdings, Inc. (VUHl"), the Immediate parent company of VEDO. I hold 

8 the same position with two other utility subsidiaries of VUHl - Southern 

9 Indiana Gas and Electric Company, Inc. d/b/a Vectren Energy Delivery of 

10 Indiana, Inc. ('Vectren South") and Indiana Gas Company, Inc. d/b/a/ 

11 Vectren Energy Delivery of Indiana ('Vectren North"). 

12 Q. Please describe your educational background. 

13 A. I am a 1993 graduate of The Ohio State University with a Bachelor of 

14 Science Degree in Agriculture, I continued my education at Louisiana 

15 State University and Miami University of Ohio and obtained my public 

16 accounting certification in 1998 I am a Certified Public Accountant in the 

17 State of Indiana-

18 Q. Please describe your professional experience. 

19 A. From 1996 to 1998, I was employed by KPMG Peat Marwick, LLP first as a 

20 staff auditor and ultimately promoted to Supervising Senior From 1998 to 

Barrett Direct Testimony 1 



1 2001, I was employed by Prime Succession, Inc. where I served as 

2 Director of Internal Audit. Since 2001, J have been employed by Vectren 

3 and have held various Corporate Accounting positions. In March 2008, I 

4 was promoted to Director of Regulatory and Plant Accounting. 

5 Q. What are your present duties and responsibilities as Director of 

6 Regulatory and Plant Accounting? 

7 A. ! am responsible for and oversee all regulatory and plant accounting 

8 functions for VEDO (and VUHI's other utility subsidiaries). 

9 Q. Arc you familiar with the books, records, and accounting procedures 

10 of VEDO? 

11 A. Yes, I am. 

12 Q. Are VEDO's books and records maintained in accordance with the 

13 Uniform System of Accounts ("USoA") and generally accepted 

14 accounting principles? 

15 A. Yes. 

16 Q. Have you previously testified before this Commission? 

17 A. Yes. I testified on behalf of VEDO in its previous Distribution Replacement 

18 Rider ("DRR") cases, Case Nos. 10-0595-GA-RDR and 11-2776-GA-RDR. 

19 Q. What is the purpose of your testimony in this proceeding? 

20 A. My testimony in this proceeding will provide an explanation of the 

21 calculation of the revenue requirement for VEDO's DRR, which Includes 

Barrett Direct Testimony 2 



1 the bare steel and cast iron replacement program ("Replacement 

2 Program"), natural gas riser replacement program and incremental costs 

3 associated with the Company's assumption of service line responsibility. I 

4 will also provide an explanation of the accounting procedures the Company 

5 uses to record and segregate the costs recoverable in the DRR, 

6 Q. Please explain the exhibits to your testimony? 

7 A. The following exhibits are attached to my testimony: 

8 Exhibit No. JMB-1 - Summary of DRR Revenue Requirement 

9 Exhibit No. JMB-2 - Revenue Requirement for Main Replacement Program 

10 Exhibit No. JMB-2a - Utility Plant Additions for Main Repiacement Program 

11 Exhibit No. JMB-2b - Utility Plant Retirements for Main Replacement 

12 Program 

13 Exhibit No. JMB-2c - Accumulated Depreciation for Main Replacement 

14 Program 

15 Exhibit No. JMB-2d - Cost of Removal for Main Repiacement Program 

16 Exhibit No JMB-2e - Post in Service Carrying Costs ("PISCC") for Main 

17 Replacement Program 

18 Exhibit No. JMB-2f - Annualized Property Tax Expense for Main 

19 Replacement Program 

20 Exhibit No. JMB-2Q - Deferred Taxes on Liberalized Depreciation for Main 

21 Replacement Program 

22 Exhibit No. JMB-3 - Revenue Requirement for Service Line and Riser 

23 Replacement Program 

Barrett Direct Testimony 3 



1 Exhibit No. JMB-3a - Utility Plant Additions for Service Line and Riser 

2 Replacement Program 

3 Exhibit No. JMB-3b ~ Utility Plant Retirements for Service Line and Riser 

4 Replacement Program 

5 Exhibit No. JMB-3c - Accumulated Depreciation for Service Line and Riser 

6 Replacement Program 

7 Exhibit No. JMB-3d - Cost of Removal for Service Line and Riser 

8 Replacement Program 

9 Exhibit No. JMB-3e - PISCC for Service Line and Riser Replacement 

10 Program 

11 Exhibit No. JMB-3f - Annualized Property Tax Expense for Service Line 

12 and Riser Replacement Program 

13 Exhibit No. JMB-3g ~ Deferred Taxes on Liberalized Depreciation for 

14 Service Line and Riser Replacement Program 

15 Exhibit No. JMB-4 - DRR Revenue Requirement Variance at December 31, 

16 2011. 

17 Exhibit No. JMB4a - DRR Recovehes by Tariff 

18 ACCOUNTING PROCEDURES 

19 Q. Please explain the work order process that VEDO utilizes to 

20 segregate and record the capital costs of the bare steel and cast iron 

21 replacement and riser/service line replacement programs {collectively 

22 "Programs") while the projects are under construction ("Program 

23 Construction Costs"). 

Barrett Direct Testimony 4 



1 A. To ensure proper accumulation and segregation of Program Construction 

2 Costs, a project number is assigned to each capital work order. All 

3 Program Construction Costs, as incurred, are recorded to the assigned 

4 project number and are maintained in the Company's Financial Information 

5 System ("FIS") Projects Accounting ("PA") module. The project number is 

6 required for the recording of all Program Construction Costs into any of the 

7 FIS feeder systems. Each of the feeder systems, which include payroll, 

8 accounts payable, and material inventory, interface with the PA module 

9 Total Program Construction Costs incurred can be viewed and/or reported 

10 by the project number at any point In time as the Programs progress. 

11 Q. What types of costs did VEDO include in the value of the property for 

12 the DRR rate base additions? 

13 A. The DRR includes the construction costs of the Programs, as wel! as 

14 engineering and project management, permitting, consulting services, site 

15 preparation, equipment and installation, cost of retirement, an allocation of 

16 administrative overhead, and other related expenses. 

17 Q. Is an allowance for funds used during construction ("AFUDC") 

18 included in the Program Construction Costs? 

19 A, Yes, AFUDC has been recorded as part of the Program Construction Costs 

20 in accordance with USoA and the 2011 AFUDC rate used for al! other 

21 VEDO construction projects was 8.53%. 

Barrett Direct Testimony 



1 Q. When does VEDO discontinue recording AFUDC on the Program 

2 Construction Costs? 

3 A. VEDO ceases the accrual of AFUDC when each work order is placed in 

4 service and begins accruing PISCC at an annual rate of 7.02%, as 

5 provided in the Commission's order in Case No, 07-1080-GA-AIR. The net 

6 PISCC deferred as of December 31, 2011 has been reflected on Exhibit 

7 No. JMB-2, Line 11 for mains and Exhibit No. JMB-3, Line 18 for service 

B lines. 

9 Q. Please explain PISCC and how it works. 

10 A. PISCC is an allocation of interest cost to the infrastructure investments 

11 made in the Programs and is accumulated from the in-service date through 

12 the date each project's costs are included for recovery in the DRR or in 

13 base rates. 

14 Q. Does the Replacement Program include retirements and cost of 

15 removal of utility plant assets? 

16 A. Yes. Existing bare steel and cast iron mains and service lines are being 

17 retired as part of the Program. VEDO had discontinued the installation of 

18 bare steei and cast iron pipe by the 1950's; therefore any retirements of 

19 these types of mains and service lines represent fully depreciated plant in 

20 service. As the retirements are performed, VEDO is also recording the 

21 cost to retire or remove the bare steel and cast iron assets as part of the 

22 Replacement Program. 

Barrett Direct Testimony 



1 Q. How did VEDO account for the asset retirements and associated cost 

2 of removal? 

3 A. In accordance with the USoA, the retirement of utility assets, at original 

4 cost, and the retirement's related cost of removal made necessary by the 

5 Replacement Program were charged to the associated depreciation 

6 reserve(s). The Replacement Program's originai cost retirements are 

7 reflected on Exhibit No. JMB-2. Lines 4 and 9 for mains, and on Exhibit No. 

8 JMB-3. Lines 7 and 8 and Lines 15 and 16 for service lines, and cost of 

9 removal is reflected on Exhibit No. JMB-2, Line 8 for mains and Exhibit No. 

10 JMB -3, Line 14 for service lines. 

11 Q. What operating expenses are included in the DRR revenue 

12 requirement calculation? 

13 A. VEDO has reflected the incremental property tax (Exhibit No. JMB-2. Line 

14 18 (mains) and Exhibit No. JMB-3, Line 25 (service lines and risers) and 

15 annualized depreciation expense Exhibit No. JMB-2. Line 19 (mains) and 

16 Exhibit No. JMB-3, Line 26 and 27 (service lines and risers)) based on the 

17 net additions to plant in service shown on Exhibit No. JMB-2, Lines 5, 

18 mains, and Exhibit No. JMB-3, Line 9, service lines. The annualized 

19 depreciation expense was calculated using the depreciation rates 

20 approved in VEDO's base rate case, Case No. 04-0571-GA-AIR, and 

21 property tax expense is supported by Exhibit Nos. JMB-2f (mams) and 

22 JMB-3f (service lines and risers). 
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1 VEDO has also included in the DRR revenue requirement the incremental 

2 cost associated with assuming ownership of service lines. This expense is 

3 reflected on Exhibit No. JMB-3. Line 29. VEDO witness Francis provides 

4 the support for the incremental expense in Exhibit No. JMF-5 

5 Q. Are there maintenance expense adjustments associated with the 

6 Replacement Program? 

7 A. Yes. As described by VEDO witness Francis, the maintenance expense 

8 savings are measured by comparing actual maintenance expenses for 

9 leaks (mains and services) and meter maintenance for the twelve months 

10 ended December 31, 2011 to baseline O&M expense of $1,192,953 

11 established in Case No. 07-1080-GA~AIR. VEDO witness Francis' Exhibit 

12 No. JMF-5 provides the comparison of actual and baseline expenses and 

13 defines the adjustment applicable to this filing, which is reflected in the 

14 DRR revenue requirement on Exhibit No. JMB-2, Line 21 for mains and 

15 Exhibit No. JMB-3, Line 30 for service lines. 

16 EXPLANATION OF EXHIBITS 

17 Q. Please explain Exhibit No. JMB-1. 

18 A. Exhibit No. JMB-1 summanzes the annualized revenue requirement for the 

19 Programs. The revenue requirement is supported by Exhibit Nos. JMB-2 

20 through JMB-4. 
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Please explain Exhibit No. JMB-2 and Exhibit No. JMB-3. 

Exhibit Nos. JMB-2 and JMB-3 represent the revenue requirement 

calculation for VEDO's DRR rates based on net rate base at December 31, 

2011 inclusive of PISCC and deferred taxes related to depreciation and 

PISCC. Exhibit No. JMB-2 represents the revenue requirement calculation 

for the main replacement program and Exhibit No. JMB-3 represents the 

revenue requirement calculation for service line and riser replacements. 

Please explain Exhibit No. JMB-2a and Exhibit No. JMB-3a. 

Exhibit Nos, JMB-2a and JMB-3a provide the balance of plant additions at 

December 31, 2010, and actual plant additions by month for the twelve 

months ended December 31, 2011 to determine utility plant additions at 

December 31, 2011. Exhibit No. JMB-2a provides information for the main 

replacement program and Exhibit No. JMB-3a provides information for the 

service line and riser replacement programs. 

15 Q. Please explain Exhibit No. JMB-2b and Exhibit No. JMB-3b. 

16 A. Exhibit Nos. JMB-2b and JMB-3b provide the balance of the original cost of 

17 plant retired under the Program as of December 31, 2010 as shown in 

18 Case No. 11-2776-GA-ROR and actual original cost retired by month for 

19 projects completed during the twelve months ended December 31, 2011 to 

20 calculate the Replacement Program's total original cost retirements-

21 Exhibit No. jMB-2b provides information for the main replacement program 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Q. 

A. 

Q. 

A. 
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1 and Exhibit No. JMB-3b provides information for the service line and riser 

2 repiacement programs. 

3 Q. Please explain Exhibit No. JMB-2c and Exhibit No. JMB-3c. 

4 A. Exhibit Nos. JMB-2c and JMB-3c provide the balance of accumulated 

5 depreciation at December 31, 2010, and the actual provision for 

6 depreciation by month for the twelve months ended December 31, 2011 to 

7 calculate the accumulated depreciation provision at December 31, 2011. 

8 Exhibit No. JMB-2c provides information for the main replacement program 

9 and Exhibit No. JMB-3c provides information for the service line and riser 

10 replacement programs. 

11 Q. Please explain Exhibit No. JMB-2d and Exhibit No. JMB-3d. 

12 A. Exhibit Nos. JMB-2d and JMB-3d provide the balance of cost of removal at 

13 December 31, 2010 and the actual cost of removal by month for the twelve 

14 months ended December 31, 2011 to calculate the Program's total cost of 

15 removal through December 31, 2011. Exhibit No. JMB-2d provides 

16 information for the main replacement program and Exhibit No. JMB-3d 

17 provides information for the service line and riser replacement programs. 

18 Q. Please explain Exhibit No. JMB-2e and Exhibit No. JMB-3e. 

19 A. Exhibit Nos. JMB-2e and JMB-3e provide the balance of the PISCC 

20 regulatory asset at December 31, 2010, and the PISCC activity by month 

21 for the twelve months ended December 31. 2011 to calculate the PISCC 

22 regulatory asset balance at December 31, 2011. These schedules also 
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1 provide the amortization of PISCC by month for the twelve months ended 

2 December 31, 2011, and an accumulated PISCC amortization balance at 

3 December 31, 2011, Furthermore, these schedules provide the Net PISCC 

4 Regulatory Asset at December 31, 2011. Exhibit No. JMB-2e provides 

5 information for the main replacement program and Exhibit No. JMB-3e 

6 provides information for the service line and riser replacement programs. 

7 Q. Please explain Exhibit No. JMB-2f and Exhibit No. JMB-3f. 

8 A. Exhibit Nos. JMB-2f and JMS-3f provide the calculation of the annualized 

9 property tax expense based on the net additions (mains, service lines and 

10 risers) to Plant In-Service under the Programs. This calculation follows the 

11 process used in VEDO's Annual Report to the Ohio Department of 

12 Taxation to determine the Net Property Valuation and uses the latest 

13 known average personal property tax rate. Exhibit No. JMB-2f provides 

14 information for the net main additions and Exhibit No. JMB-3f provides 

15 information for the net service line and riser additions, 

16 Q. Please explain Exhibit No. JMB-2g and Exhibit No. JMB-3g. 

17 A, Exhibit Nos. JMB-2g (mains) and JMB-3g (service lines/hsers) provide the 

18 calculation of depreciation related deferred taxes for the Programs' capital 

19 investments placed in service during 2009, 2010 and 2011. 

20 Q. Please explain Exhibit No. JMB-4 and Exhibit No. JMB-4a. 

21 A. Exhibit No. JMB-4 provides the calculation of the DRR variance at 

22 December 31, 2011, This variance is associated with the DRR revenue 
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1 requirement for the twelve months ended December 31, 2011. 

2 Exhibit No, JMB-4a reflects DRR recoveries by month by customer group 

3 for the twelve months ended December 31, 2011. 

4 Q. Does this conclude your direct testimony? 

5 A. Yes. 
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VECTREN ENERGY DELIVERY OF OHIO, INC. 

DISTRIBUTION REPLACEMENT RIDER 
SUMMARY OF DRR REVENUE REQUIREMENT 

Exhibit No. JWlB-1 
Page 1 of 1 

Line 

1 

2 

3 

Description AmoLint Reference 

Mains Revenue Requirement 

Service Lines Revenue Requirement 

Annual DRR Revenue Requirement 

S 2,170,992 

6A53,000 

I 8,623,992 

Exhibit No, JMB-2, Line 24 

Exhibit No. JMB-3, Line 33 

Line 1 + Line 2 



Exhibit No. JMB-2 
Page 1 of 1 

VECTREN ENERGY DELIVERY OF 0 H ( 0 , INC. 
DfSTRIB JTION REPLACEMENT RIDER 

ANNUAL REVENUE REQUIREMENT - MAINS 

Line 

I 
2 
3 
4 
5 

5 
7 
8 
9 
in 

11 

IS 

13 

14 

ie 

17 
18 

19 

20 

21 

22 

Ti 

24 

_De5cri pultun 

Return on Investtnent: 
Plant In-Service at̂  Decenititf^ 31, 2011 

Additions Main Heplacemenis 
Original Cos! - Retired Mains 

lolal Plant In-Servico 

[ ess: Accumuialcd l3cpfccialion ai Dccxmbcr 31, 2Q11 
Depreciation Expense- Mains 
Cost of F'ieinovai - Mains 
Origina) Cost • Retired Mains 

Total Accumulated Depreaation 

Net Deterred Post lr>-Service Carrying Costs (PISCC) '̂̂  

Net Deferred Tax balance - PISCO 

Deferred Taxes on Dcpredalion 

Net Rate Base 

Pre lax Hale of Return 

Annualized Return on Rate Base - Mairrs 

Operations and Maintenance Expenses 

Annualized Property Tax txpense 

Annualized Depreciation expense 

Annuaii7ed PiSCC Amortization Expense 

Annualized Maintenance Adjustment 

Total Incremental Operating Expenses - Marns 

Variance 

Total Annual Revenue Reqtiirentsnt - Mains 

Amount Hefcrcnci; 

19,150,236 Fxhibil .lMB,,?a, Cotiinin O, iM>e ? 
{505,092} FxIMt JK̂ B--̂ b Colamn Q, Line 2 

18.645,144 lino 3 * [ inp ^ 

(464,213) Exhibit JWa-2i;. Column O, Lir>c 2 
1,101,959 Exhibit JMB,?d. Column O, Line ̂  

505,092 -Line 4 
Sum oi lini^s 7-9 

Exhibit JWB-2e, Column O. Line 4 

Line 11 X 35% 

txhibitNo, JMB-?g,Line 18 

Sum of Li'it>K R and 10-13 

Case No. (IV •108D•G,'̂  AIR 

Line 1-1 - Line 15 

409,462 Extifbit No, JMB-2f, Line 17 

330.019 Line 5x1 77%'" 

15,920 ExhiCiil MS-2o. Cdumn D, Line 13 

(350,190) (2) 

405,211 SumofLines ia-2r 

FKhibi).lMB-4, Line ll i 

& 

s 

s 

s 

s 

5 

1,142,838 

1,029,350 

(360,273) 

(5.089,446) 

15,367,613 

11,67% 

1,793,400 

(27,619) 

2,170,992 lino 16 • Liic ?? •* Linfi 2^ 
(To Exdibit No. JMB-1 and Exhibit Mo. SEA-1, page 1 oJ 5) 

(1) r-ERC Account K/6 Ocprociation rate approved m Case No. [)4-0571-GA-AIR. 
(2) Support provided by VEDO Witness James Francis, Exhibil No JMF-5, Column C, t ine 23. 
(3) PISCC is acOTjed al an annual rale of 7.02% from Ihe in service date unlil investfnents are reftected in Ihe DRR tale, 

as approved m Case No. 07-ir)80-GA-AIR. 
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Exhibi t No, JMB-S 
Page 1 o t 1 

VECTREN ENERGY DELIVERY OF OHIO, INC. 

DISTRIBUTION REPUVCEMENT RIDER 

ANNUAL REVENUE REQUIREMENT - SERVICE LINES 

I ine Description Amount 

10 
11 
12 
13 
14 
15 
16 
17 

13 

19 

20 

21 

22 

23 

24 
2b 

?S 

21 

2a 

?9 

30 

31 

Return on invesonent: 
Plani ^n-Service at Uecember 31,2011 

Addiiions - Services Reptacemenis (Bam SteeijCasi iron) 
Additions - f^fleier Ifislsllation [Bare Steei?Casi Iron) 
Adanions - Sen/iGes Replacements (Service Lirje Responsibility) 
AtStlilions - Nature! Gas Kisers 
Original Cusl - Relired Seivicies 
Oiiginal Co:>t- Retiiedlkletisr Inilallalion 

total Plant In-Service 

Less:_ Accumulated Depredation at December 3 \ , 2011 
Depreciation Expense • Seivioes 
Depreciation Expense - (Vteter Installation 
Depreciation Expense - Nahjral Gas Risers 
Cost of Removal - Services 
Original Cost • Retired Servictja 
Original Cost • Retired kfeler fnElallalion 

Total Accumulated Dop-eciafcon 

Net Defen-ed Post In-Sen/ice Carrying Costs {PISCC}'"" 

Net Deferred Tax Bafanse PtSCC 

DeferreQ Taxss on Depr(*ciatcn 

Net Rate Base 

Pre-"I ay Rate ot Reiurn 

Annualized Return on Rate Base -Service Lines 

Opprations and Malntenarice Expanses 

Annuali^fid ProfMiny Tax Fxpense 

AniHisli/cd noprociat on Fxpense • Services 

Annualized Oepreciaton txpense - Meter Instaliatson 

Annualized PISCC Amortii^ation E:(pense 

Incremfirtai OSM •- Service Line ResponsitJility 

Annualized Malntenanct; Adjustmeni 

Total Incremental Operating Expenses - Service Lines 

Variance '*' 

Total Revenue Requirement - Service Lines 

(To Exhibit No. JMB-1 anil Exh^i tNo, 5EA-1, p^ge 1 of G) 

(t) F E R C Account 680 (Line 26) antlFFRC Account 682 (Line 27) depreciation rates approved if! Case No 04 0571-GA-AIR. 
(Z) Suppon provided by VEDO Witness James Francis, E:^btt No. Jf.1F-!i, Column C, Line 16. 
(3) PiSCC IS accrued at an annual raie of 7.02% from the in service dattj until irweslinants are reflected in the DRR rate 

as approved in Case No 07-10BO-GA-AIR. 
(4) Suppon provided by V f DC Wiiness James Francis. Fxnibtt No. JMf-S. Column C, Line 17 

$ 

5 

5 

$ 

S 

5 

- 1 ™ 

S 

% 

5 

% 

% 

% 

15,892,321 
3,3B1.3S7 
3,62/ 4B0 

1 ('.262,601 
(119,068) 
{11 537) 

40,033,154 

(1,106.444) 
(53,266) 

(1,294,1 ra) 
1,266,839 

119,066 
11.537 

(1,056,4-n} 

1,961.4CB 

(686,i.U) 

(9,978,894) 

30,272,773 

11 67% 

3,532,833 

871.098 

1,923,491 

61 331 

M r.is 

86,335 

27.538 

3,009,309 

(89,142) 

fi,4U,00D 

Extilfcil JMB-3a, Cotiimn n, l ioe ? 
Exh*it JMCia, CtjiuTnn 0. Lific 3 
krtirtiit JMR ria, CtitiiniM 0, titte 4 
Fxhibrt JM«-3a, CcJumn 0 Lme 5 
&xr»{)it JMfi-3D, Column Q, Ltoe 2 
Exh.im JMB Jtj, CtJiumii 0, line 3 

Sun af Lines 3 B 

Exhibit JMB 3c, CoiurnnO.lino? 
FxNbil JMB-3i:, Colurnrv 0,1 irie 3 
fcxtMbil JlvlR-3r. Cutuiliii 0 , LifiK A 
ExniBH j(siB-3d, Coiunm 0, LBM.- 2 

•Line 7 
-Lir»B 

SiwnofLinua 11-17 

Cidijbil Jrviy--Je. Column O, l.rw. 10 

- i inf t l9; t35% 

ExtiibI No JMti 3g, Line 30 

Suin of 1 nns 9 ant! 17 20 

CasH hki, 07- IOBO-I ;A-AIR 

Line 21 • L « I E 2 2 

EitHhilNu. JMB31, Uii(!2'1 

i l ints 1* Lines 5."/) K '..Jfili •'* 

(Line 4 • Line [i] Ml WH>-" 

Exnibil No, JMD-3e, Column D, Line 23 

K̂ ) 

(4) 

Sum of lines 25 30 

Exntoit No JMf3-4, Ctilumn D. Lintr t G 

Lirw 23 -H ifw 31 + L'lie 32 
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Exh ib i l No JMB-4 
Page ] ot 1 

V E C T R E N E N E R G Y D E L I V E R Y O F O H I O , INC. 

D I S T R I B U T I O M R E P L A C E M E N T R I D E R 

D R R R E V E N U E R E Q U I R E M E N T V A R I A N C E 

Dtist;riDlcon 

Buwt-niji; retjuiremenl ftir January 2011 - j^ugusl 2011 pB Case Ntj, 10 0095 GA 
RDR, i ;xh ih i lSP:A-S4, Pago S t>f 5,1 me 14 

U s s , DHRKuCovc i ies Jbaltiiiry2C11 - Aut(Ust2011 

DRR (OvtfrJ/Uiidor R e c o v t r y for Eight MtMitha Ended Au i j ua l 3 1 , 2011 

f ieveni i t i requirement tor Scp l i ! n *c r 2011 - Doce-mbcf 2Q11 p is 'Cast ; No, 11-2776-
CA-RDK, p y t i i t i i l S r j V S I . F a g o 5Df 5 .L ineS 

Lt«s- UHR Kncowcntjs Sei^OFiiber 2011 - U e « m b « r 2011 

DRR(Ov» r ) ;Unde rRocD \ ' e r y for Four Months E n d e d December 3 1 , 2D11 

DRR (Ovc ryUnde r Rt tc t ivery for TwBtvi> Mon ths Ended Decomt ior 31,2011 

5 1,852,309 

£1,9M,[i4:_J 

S 1 .BS2.r)02 

U.-HJ,:}ifiJ. 

(97,653) 

(19,1DR) 

(1 ia ,761) 

• jSurnyrL i i i i ;s 19-2U) 

Line 1 * L ine Z 

, (Sum of Lines 2 ' -30) 

L ine 4 * L ine 6 

L ine 3 * L ine 6 

[ p y i r j / l jm ie r RHt:t)vgrv • Ma ins and Services A l l oca l i on 

g 

1C 
11 

12 

13 
14 

16 

16 

Desc j i p l i o i ) 

2010 
Mans 

Services 
Tolal 

2011 
Mains 

ycrvicos 
rolai 

Total U» ln (( 
Total Sa iv ic i 

Revenue 
R « { ui rente n l 

A " ' 
$ 651,463 

2,135,27b 
J 2,780,741 

$ 1.5!)5,B21 
4.035,204 

% 

B 

77 0% 
100 0% 

E 
27,0% 
73,0% 

5,510,S25 

Total Sarv ices (Over) Recovery Var iance 

DRR Variant^e 
A l loca t ion 

C = L i n B 3 " B 
S (??.4fi01 

!/_S,ly3) 

$ "mJiirS} 

F - U n « 6 • E 
S (5,150) 

(13,&4<)> 
S (19,106> 

S (37,619J 

S (B9,142) 
L lnp9 + t i n e 1 Z 

Line 1D-f4.lne13 
T o J M B - 2 , L l i i e 2 3 
T o J M B - 1 , L i n e l J 

DRR RacotfBf ies by M o n l h ; 

16 
19 

20 
21 
22 
23 

24 

25 
2C 
27 
26 

2S 
30 

31 

Jartija:y 2011 
Febiuaiy^dai ' i 

MiJ^t,ti2011 
ADrM2011 
Way 2011 

June 2011 
July 2011 
August 2011 
Strf)tarniii!( 2011 
D&obef 2011 

Novei'rt)ti[ 2011 
D e i ^ m l > ^ 2 0 1 1 

Total DRR R«tu>werie5 

Rocovary - $ 
J 307.6S4 

203. I M 
257,022 
236.920 

219,933 
217,142 
213,610 
215,183 
368.021 
497 278 
472.4B0 
533,331 

S 3,821,7S2 

Rol irrencD 
Fxh ib i lNc .IMI3-4a, Column H 

Exhibit No. J M B ^ a . Cot i inn H 
Exbibil Nu. J M B ^ a , Cij luni i i H, 
Exiiibil N D . JMB 4a, Column H, 
Exti ibiINt) JMB-4a, ColLiriKiH, 

t-xtiibil No. J M B 4 a , Cokinin H, 
HxtiJbil Nu , JMB 4i i , Column H, 
fxh ib i l No, JMB 4a, Column 11, 
l=xhibi lNo, J M B ^ a , Column H, 
l^xhJbJINo JMB-^a. C o t i m n H . 
Extubi tNo JMB-4a, Column H, 
ExhJbll Nu. JMS-4a, Column H. 

Line 1 
l.Fne2 

Li i ic 3 
Li^w 4 
Linfi 5 

LitieEi 
Lfei«7 

L r i e B 
L inoS 
Lr io 10 
L n o 11 
Lhc 12 

(1) Revenue Requi 'emet i t [ jerCaFieNf i 10 nSQ5 GA RfS^ (Fxhihil S F A - M . Page 1 f)15) 
(?) Revenue Kequh tme i i l per Cass NO. 11 2 r ; ' 6 G A , K O K (ExhibJt SEA-S I Page 1 Of 5! 
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BEFORE 

THE PUBUC UTILITIES COMMISSION OF OHIO 

DIRECT TESTIMONY 

OF 

SCOTT E. ALBERTSON 

DIRECTOR OF REGULATORY AFFAIRS 

ON BEHALF OF 

VECTREN ENERGY DELIVERY OF OHIO, INC. 

CASE NO. 12-1423-GA-RDR 

APRIL 30, 2012 



1 DIRECT TESTIMONY OF SCOTT E. ALBERTSON 

2 

3 INTRODUCTION 

4 Q. Please state your name and business address. 

5 A. Scott E. Albertson 

6 One Vectren Square 

7 Evansville, Indiana 47708 

What position do you hold with Applicant Vectren Energy Delivery of 

Ohio, Inc. ("VEDO" or "the Company")? 

I am Director of Regulatory Affairs for Vectren Utiiity Holdings, Inc. 

("VUHl"), the immediate parent company of VEDO. I hold the same 

position with two other utility subsidiaries of VUHl - Southern Indiana Gas 

and Electric Company d/b/a/Vectren Energy Delivery of Indiana ("Vectren 

South") and Indiana Gas Company, Inc. d/b/a/ Vectren Energy Delivery of 

Indiana ("Vectren North"). 

16 Q. Please describe your educational background. 

17 A, I received a Bachelor of Science degree in mechanical engineering from 

18 Rose-Hulman Institute of Technology in 1984, 

19 Q. Are you a Registered Professional Engineer? 

20 A. Yes. I have been a professional engineer in Indiana since 1990 

21 (registration number 900464). 

8 

9 

10 

11 

12 

13 

14 

15 

Q. 

A. 
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1 Q. Please describe your professional experience. 

2 A, I have over 25 years' experience in the utility industry, primarily in the 

3 operations and engineering areas. I began my career with Ohio Valley 

4 Gas Corporation in a project engineering position, I have worked at VUHl 

5 and its predecessor companies since 1987 in a variety of positions 

6 including Operations Staff Manager, Assistant Chief Engineer, Director of 

7 Engineering Projects, and Director of Engineering. Prior to assuming my 

8 current roie in 2004, I was Director of Technical Sen/ices with responsibility 

9 for engineering and technical support for all VUHl utility operations, 

10 Q. What are your present duties and responsibilities as Director of 

11 Regulatory Affairs? 

12 A. I have responsibility for regulatory matters of the regulated utilities within 

13 VUHl, including proceedings before the Indiana and Ohio utility regulatory 

14 commissions. 

Have you previously testified before this Commission? 

Yes. I filed testimony in the Company's most recent general rate case, 

Case No. 07-1080-GA-AIR; its Merchant Function Exit proceeding, Case 

No. 07-1285-GA-EXM; its 2010 Distribution Replacement Rider ("DRR") 

proceeding, Case No, 10-0595-GA-RDR ("2010 DRR Filing"); its 2011 

DRR proceeding, Case No. 11-2776-GA-RDR ("2011 DRR Filing"); and in 

a number of other proceedings. 

15 

16 

17 

18 

19 

20 

21 

Q. 

A. 
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1 Q. What is the purpose of your testimony in this proceeding ("2012 DRR 

2 Filing")? 

3 A, My testimony in this proceeding supports the proposed DRR charges, as 

4 well as the proposed tariff sheet, and associated bill impacts. 

5 Q. What exhibits are attached to your testimony? 

6 A, The following exhibits which have been prepared by me or under my 

7 supervision are attached to my testimony: 

8 Exhibit No. SEA-1, Pages 1 through 5 - DRR - Derivation of Charges; 

9 Exhibit No, SEA-2, Page 1 of 1 - DRR ~ Tariff Sheet; and 

10 Exhibit No, SEA-3, Page 1 of 1 - DRR - Annual Residential Customer Bill 

11 Impact. 

12 BACKGROUND 

13 Q. What is the DRR? 

14 A. The Public Utilities Commission of Ohio ("Commission") approved a 

15 Stipulation and Recommendation in VEDO's last general rate case, Case 

16 No, 07-1080-GA-AIR ("Approved Stipulation"). The DRR was part of the 

17 Approved Stipulation, and recovers 

18 " a return on and of investments made by the Company under an 

19 accelerated bare steel and cast iron pipeline replacement program 

20 ("Replacement Program"), inclusive of capitalized interest (or post-

21 in-service carrying costs f PISCC")) associated with the 

22 Replacement Program, 

Albertson Direct Testimony 3 



1 • the actual deferred costs resulting from compliance with the 

2 Commission-ordered riser investigation in Case No. 05-463-GA-

3 COI, 

4 • the costs associated with the replacement of prone-to-faif risers over 

5 a five year period ("Riser Program"), and 

6 " the incremental costs of assuming responsibility for service lines 

7 Savings of certain Operation and Maintenance ("O&M") expenses are 

8 also included as a credit in the derivation of the DRR revenue 

9 requirement. 

10 Q. Are you familiar with the Stipulation and Recommendation approved 

11 by the Commission in Case No. 10-595-GA-RDR ("the 2010 DRR 

12 Stipulation") and the Stipulation and Recommendation approved by 

13 the Commission in Case No. 11-2776-GA-RDR ("the 2011 DRR 

14 Stipulation")? 

15 A. Yes, lam. 

16 Q. Please describe the 2010 DRR Stipulation. 

17 A. The 2010 DRR Stipulation indicated that VEDO should work with Staff pnor 

18 to filing its next DRR application, the 2011 DRR Filing, in order to include 

19 more detailed schedules as described in Staff's comments filed in Case 

20 No. 10-595-GA-RDR and that VEDO should make two (2) changes to the 

21 DRR revenue requirement filed in the 2010 DRR Filing which resulted in 

22 revised DRR rates. 

Albertson Direct Testimony 4 



1 Q. Please describe the 2011 DRR Stipulation. 

2 A. The 2011 DRR Stipulation indicated that VEDO should make two (2) 

3 changes to the DRR revenue requirement filed in the 2011 DRR Filing 

4 which resulted in revised DRR rates. Those changes included adjusting 

5 the revenue requirement by $4,832 to eliminate the compounding of 

6 PISCC and by $18,468 to reflect the most current interpretations and 

7 guidance available for the tax treatment of depreciation. 

8 Q. Did VEDO comply with the terms of the 2010 and 2011 DRR 

9 Stipulations? 

10 A. Yes, VEDO modified its schedules per the 2010 DRR Stipulation. VEDO 

11 also modified its 2011 DRR Filing as described above and as per the 2011 

12 DRR Stipulation in its DRR Stipulation Exhibit 1 and implemented revised 

13 DRR rates resulting from those modifications, VEDO's 2012 DRR Filing is 

14 consistent with those same modifications related to the classification of 

15 meter move-out costs and permitting costs (as per the 2010 DRR 

16 Stipulation) and the elimination of the compounding PISCC and tax 

17 treatment of depreciation (as per the 2011 DRR Stipulation). 

18 Q. How do VEDO's customers benefit from the DRR? 

19 A. As more fully described in VEDO witness James M. Francis' testimony, 

20 VEDO customers will realize significant benefits as a direct result of the 

21 Replacement and Riser Programs and the DRR mechanism. Because the 

22 Company is provided an opportunity to more quickly recover its 

23 investments under the programs, VEDO's customers will more quickly 
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1 realize enhanced service reliability levels than would be realized under a 

2 more traditional regulatory paradigm. Over time, customers will also 

3 benefit from a diminution of O&M costs related to distribution mains. 

4 Moreover, the elimination of active leaks achieved by replacement of bare 

5 steel and cast iron pipelines in a given year wili result in a reduced level of 

6 O&M expenses reflected in the DRR and/or base rates prospectively. 

7 Finally, customers are no longer required to directly bear the out-of-pocket 

8 cost of service line repair or replacement since the Company has assumed 

9 that responsibility. 

10 PROPOSED DRR 

11 Q. Please describe the DRR proposed herein. 

12 A. VEDO has proposed a DRR based upon Replacement Program and Riser 

13 Program costs for all projects placed in service as of December 31, 2011 

14 The DRR revenue requirement proposed by VEDO witness Janice M. 

15 Barrett, which also includes the other cost components described 

16 previously, is used to derive the DRR charges which are presented in the 

17 attached Exhibit No, SEA-1. Pages 1 through 5. 

18 Q. Please describe Exhibit No. SEA-1. 

19 A. Exhibit No. SEA-1 contains the filing schedules to support the derivation of 

20 the Company's proposed DRR. 

21 Exhibit No, SEA-1, Page 1 of 5 shows the derivation of the DRR revenue 

22 requirement and charges by rate schedule. The rate schedule allocation 
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1 factors from page 2 of 5 (described below) are multiplied by the total 

2 revenue requirement (from Exhibit No, JMB-1J to determine the allocated 

3 revenue requirement by rate schedule. For residential (Rates 310, 311 

4 and 315), small general service (Group 1 customers served under Rates 

5 320, 321 and 325; hereinafter referred to as "Group 1 Customers"), and 

6 Rate 341 customers, the allocated revenue requirement for each rate 

7 schedule is then divided by the number of customers in each rate 

8 schedule, and then divided by 12, to determine the monthly DRR charge 

9 applicable to customers in those rate schedules. For larger customers 

10 (Group 2 and Group 3 customers under Rates 320, 321 and 325, 

11 hereinafter referred to as "Group 2 and Group 3 Customers") and all 

12 customers receiving service under Rales 345 and 360, the allocated 

13 revenue requirement for each rate schedule is divided by the projected 

14 annual throughput for each rate schedule to determine the DRR charge per 

15 Ccf applicable to those rate schedules. 

16 Exhibit No. SEA-1, Page 2 of 5 lists the rate schedule distribution mains 

17 and service lines allocation factors from Case No 07-1080-GA-AIR- These 

18 allocation factors are used to allocate the mains and service lines revenue 

19 requirements to the various rate schedules. 

20 Exhibit No. SEA-1, Page 3 of 5 shows how the general service customer 

21 revenue requirement allocation is determined. Due to the similarity in 

22 facilities required to serve Group 1 Customers and those required to serve 

23 residential customers, and consistent with the Commission's order in Case 
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1 No. 07-1080-GA-AIR, VEDO presents a DRR charge to Group 1 

2 Customers equal to the DRR charge applicable to residential customers. 

3 The residential DRR charge is multiplied by the number of Group 1 

4 Customers, with that result multiplied by 12 to determine the annual DRR 

5 revenue requirement to be recovered from Group 1 Customers. The 

6 Group 1 Customer revenue requirement is then subtracted from the total 

7 revenue requirement allocated to Rates 320, 321 and 325. The resulting 

8 amount is then divided by the projected annual throughput for Group 2 and 

9 Group 3 Customers to determine the DRR charge per Ccf applicable to 

10 those customers. 

11 Exhibit No. SEA-1. Page 4 of 5 shows the impact of the proposed DRR on 

12 each rate schedule. 

13 Exhibit No. SEA-1. Page 5 of 5 identifies the recoveries applicable to the 

14 periods September 2012 through December 2012 and January 2013 

15 through August 2013, These are the twelve months during which the 

16 proposed DRR is projected to be in effect. The purpose of this schedule is 

17 to provide the basis for determining the revenue requirement recovery 

18 variance applicable to the period of September through December 2012, 

19 since in the next annual DRR filing VEDO will reconcile actual costs and 

20 actual recoveries through December 2012', The variance determined on 

21 Exhibit No. JMB-4, Page 1 of 1 in this proceeding is allocated to mams and 

' Recoveries applicable to January through August 2012 were included in the determination of the 
final DRR revenue requirement in the 2011 DRR Filing, 
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1 services based upon the approved revenue requirement in VEDO's 2011 

2 DRR Filing. The allocated variances are added to the annual revenue 

3 requirements for mains and services, shown on Exhibit No, JMB-2 and 

4 Exhibit No, JMB-3 respectively, for investments made in 2011. Likewise, in 

5 the 2013 DRR filing the variance applicable to the period of January 

6 through August 2013 will be based upon the recoveries for that period as 

7 identified on Page 5. My testimony in Case No. 07-1080-GA-AIR 

8 supported this methodology. 

9 Q. Please describe Exhibit No. SEA-2. 

10 A. Exhibit No. SEA-2, Page 1 of 1 illustrates the proposed DRR tariff sheet 

11 containing the proposed DRR charges. Tariff Sheet No. 45, Sixth Revised 

12 Page 2 of 2 will replace the currently effective Fifth Revised Page 2 of 2. 

13 Q. Please describe Exhibit No. SEA-3. 

14 A. The annual impact of the proposed DRR on a residential customer is 

15 shown on Exhibit No. SEA-3. Page 1 of 1. 

In your opinion, has the Company met all requirements set forth in 

the Approved Stipulation in Case No. 07-1080-GA-AIR? 

Yes, the Company has filed an application for approval of the successor 

DRR charge. The application has been served electronically on the Parties 

to the Approved Stipulation and includes all supporting information for the 

costs incurred in calendar year 2011. As contained in VEDO witness 

Francis' testimony, the Company is providing a summary of its construction 
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1 plans for 2012 including expected investment, expected location of the 

2 infrastructure replacement work and the expected miles of pipe to be 

3 replaced. Finally, the Company has not exceeded the cap on DRR 

4 charges consistent with the Approved Stipulation. 

Please elaborate on the approved cap. 

As per the Approved Stipulation, the monthly DRR charge applicable to 

Residential and Group 1 Customers in the first annual DRR application (the 

2010 DRR Filing) could not exceed $1.00 per customer. The cap for 

successor DRR charges applicable to Residential and Group 1 Customers 

may increase in increments of $1.00 per year, beginning with the DRR 

charge proposed by the Company in the 2011 DRR Filing. Since the 

currently effective DRR charge for Residential and Group 1 Customers is 

less than $2.00 per customer per month, and the corresponding DRR 

charge proposed herein is less than $3.00 per customer per month, the 

Company has complied with the Approved Stipulation in this regard. 

Has VEDO had the opportunity to recover all costs associated with 

the Commission-ordered riser investigation? 

Yes. VEDO implemented initial DRR charges on March 1, 2009 which 

were designed to recover deferred expenses through July 2008 associated 

with the Commission-ordered riser investigation. In compliance with the 

Approved Stipulation, all DRR charges were removed from the tariff (i.e 

reset to zero) effective March 1, 2010, and the remaining variance was 

included in the determination of the DRR revenue requirement in its 2010 
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1 DRR Filing sponsored by VEDO witness Barrett. VEDO implemented the 

2 DRR charges from the 2011 DRR Filing on September 1, 2011. Variances 

3 from September 2011 through December 2011 have been included in the 

4 determination of the DRR revenue requirement in this proceeding. While 

5 costs which may have been incurred to complete the riser investigation 

6 work can no longer be identified specifically, the ongoing annual 

7 reconciliation of DRR variances ensures that VEDO has had an opportunity 

8 to recover its costs associated with the riser investigation. 

9 Q. Does this conclude your direct testimony? 

10 A, Yes, at this time. 
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V E C T R E N ENERGY DELIVERY OF OHIO 

DISTRIBUTION R E P L A C E M E N T RIDER 

DERIVATION OF C H A R G E S 

exhibit No SFA-1 
Paije 1 cjf 5 

irj.tf 

1 

2 
3 
4 

5 

5 

7 

8 

Ral t 
Schedule 

310J311.'315 

320C32irj2b 
Group 1 

Group ? A 3 

341 

345 

3oQ 

Tolal (a) 

W 
Mains 

Altocated DKF< 
Revenue 

ReuuNement ib) 

51.334,715 

$507,785 

599 

$133,302 

$195,091 

$2,170,992 

(B) 
Service Lines 

Allocated DRR 
Re veil ue 

ReCfuiidmenI (bl 

$5,49e.917 

S915,055 

$146 

$28,336 

$12,544 

$6.4.'>3 000 

(C) 

To;al DRR 
Rever>ue 

Reouirement 
IA) + (B) 

56,831,533 

S1,422.S40 
3368,/31 

$1,OS4,109 

$244 

$161,640 

S207.635 

$B,5?3.99? 

W 
(rf) 

(H) 

Customer 
Count (c) 

236,051 

15441 

2 

(F) 

Proposed DRR 
per Customer 

Per Month 
(C)/{D)/12 

$1,99 

$1.99 

S10.19 

(F) (G} 

Annual PrcposKd 
VolujiiesiGJ DR,R£er.Ccf 

(Ccf) 

59,861,679 

47,551,025 

33,063 056 

(C)/(F) 

30,01509 

30.00340 

30 00223 

(a) Mains and Ser^iicp Revenijfi Rpqiiifempnt shown ori F-xhibit No. JMB 1, Lines 1 and 2 respecllvely. 
(bj Reflects reve^ijs t^tiuiienierit rnul^priwd by allcicalion factors s h t w i o r Fxhibil No, SFA-1 Page 7 
(c) 701 ? BudQet - CiJ'5lomer Counl ann \/r;lump<; 
(d) Froni Lxbibil No, SEA-1, Page 3 



Exhibil No. SEA-1 
Page 2 of 5 

Line 

1 

2 

3 

4 

5 

6 

Rate 
Schedule 

310/311/315 

320/321/325 

341 

345 

360 

VECTREN ENERGY DELIVERY OF OHIO 
DISTRIBUTION REPLACEMENT RIDER 

RATE SCHEDULE ALLOCATION FACTORS 

Description 

Residential DSS/SCO/Transportation 

General DSS/SCO/Transportation 

Dual Fuel 

Large General Transportation 

Large Volume Transportation 

Total 

Mains 
Allocation 
Factors (a) 

{%) 

61.480% 

23,390% 

0.005% 

6-140% 

8 986% 

mwQ% 

Service Line 
Allocation 
Factors (b) 

(%) 

85.184% 

14.180% 

0,002% 

0,439% 

0-194% 

100.000% 

(a) Mains Allocation Factor as presented in Case No, 07-1080-GA-AIR 
(b) Service Lines Allocation Factor as presented In Case No. 07-1080-GA-AIR 



ExViibit Mo. 3f A-1 
Page 3 of 5 

V E C T R E N ENERGY DEL IVERY OF OHIO 

D ISTRIBUTION R E P L A C E M E N T RIDER 

A L L O C A T I O N O F R E V E N U E R EQU IR EM EN T - RATES 320 , 321 A N D 325 

Line Description 

1 Proposed DRR - Rate 310/311/315 

2 Proposed DRR - Rate 320/321/325-Group 

3 Customer Count - Group 1 

4 Revenue Requirement - Group 1 (1) 

5 Revenue Requirement - Total 3?0/3?1/325 

6 Revenue Requirement- Group 2 & 3 (1) 

Amount 

$1,99 Per Month 

SI 99 Per Month 

15,441 

$368,731 

SI .422,840 

$1,054,109 

Reference 

Exhibit No, SEA-1, Page 1 

l i ne [1 ] 

Exhibit No. S[£A-1, Page 1 

L i n e [ 2 ] x L i n e [ 3 j x 1 2 

Exhibit No-SEA-1, Page 1 

Line |5l - Line [4] 

Notes: 
(1) to Exhibil No, SEA-1. Page 1 



LxTjbit No SEA 1 
(^age 4 of 5 

\ ^ C T R E N ENERGY DELIVERY OF OHIO 

DISTRIBUTION REPLACEMENT RtOER 

RATE SCHEDULE BILL IMPACTS 

(A) {H} (C) (D) (E) 

ine 

1 

2 

3 

•; 

5 

6 

7 

B 

S r i e d j l e 

310/^11 

315 

:;20/321 

325 

341 

345 

350 

Tolal 

Present Revenue (ai Re\ 

Stl3,ii53,lWi 

S31,934,d4a 

$12,553,629 

$10,557,t>52 

s^e.aeQ 

S5,fj2 1.759 

57,854,5S2 

5132,392 523 

-eniic RMUifwntjn! Reve 

S2,993.3!)1 

51,365,642 

$614, ^ ' 1 

530S.691 

S16D 

5110,168 

S143,M3 

35,64G,92i 

nue R^egujrejTvetil I.C} 

M,31!,62& 

$2,520,10/ 

$811,476 

$611,364 

$244 

$161,540 

£207.635 

S3,623,992 

Revenue .Heq'-icement 
(C) (8) 

S1.31B,175 

51,150,465 

5196,706 

S301,773 

tS5 

551.4^7 

564.49? 

53,063,167 

|0)/(A) 

2 06% 

3 60% 

1 57% 

2.86% 

0 50% 

0 P2% 

0,B2% 

2 33% 

m 
(b) (,1) 

(d) 

(ti) (fi) 

(b) 

!C>! 

(a) twelve months endinif December 3 1 . 2011 
txc'udes revenues troiTi former i?ale 330 cuslomers; Rate 330 was lefrniiialeiJelfedJve April 14, 2010, 

{1>> Dues not include gas tosis 
.;c) f fom Lxhibi; No SEA-I , Page 1 
(d) Cu'fenI revenues cdlculaled BS Ljrsit rale limes Number of cuslomers 



VECTREN ENERGY DELIVERY OF OHIO 

DISTRIBUTION REPLACEMENT RIDER 

DETERMINATION OF APPROVED RECOVERIES 

BY CALENDAR MONTH 

Exhibit No, SEA-1 
Page 5 of 5 

(A) (B) (C) 

Line 

1 

2 

3 

4 

S 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Month 

September-12 

October-12 

November-12 

December-12 

Subtotal (To Foi 

January-13 

February-13 

March-13 

April-13 

May-13 

June-13 

July-13 

jrth Annual DRR Filing} 

August-13 

Subtotal (To Fifth Annual DRR Filing) 

Allocation 
Factor (1) 

7,46% 

7.80% 

8-49% 

9,59% 

10.01% 

9,43% 

9,03% 

7.99% 

7,73% 

7,52% 

7.45% 

7-44% 

Approved 
Recoveries (2) 

$643,102 

$672,512 

$731,862 

5827,402 

$2,874,879 

$863,142 

$813,084 

$783,406 

$689,144 

$566,428 

$648,877 

$643,324 

$641,709 

$5,749,113 

(1) Based on monthly volumes / customer count (as applicable) as a percentage of annual, in 2012 Budget 
(2) Allocation Factor in Column B times total revenue requirement. 



Exhibit No, SEA-2 
Page 1 of 1 

VECTREN ENERGY DELIVERY OF OHIO, !NC, Sheet No. 45 
Tariff for Gas Service Sixth Revised Page 2 of 2 
P,U.C.O. No. 3 Cancels Fifth Revised Page 2 of 2 

DISTRIBUTiON REPLACEMENT RIDER 

DISTRIBUTION REPLACEMENT RIDER CHARGE 
The charges for the respective Rate Schedules are: 

Rate Schedule $ Per Month $ Per Ccf 
310,311 and 315 $199 
320, 321 and 325 (Group 1) $1,99 
320, 321 and 325 (Group 2 and 3) $0,01509 
341 S10,19 
345 $0,00340 
360 $0,00223 

Filed pursuant to the Finding and Order dated in Case No. of the Public 
Utilities Commission of Ohio, 

Issued: ____________ Issued by; Jerrold L. Ulrey, Vice President Effective; 



VECTREN ENERGY DELIVERY OF OHIO 

DISTRIBUTION REPLACEMENT RfDER 

ANNUAL RESIDENTIAL CUSTOMER BILL IMPACT 

Exhibit No. SEA-S 
Page 1 of 1 

Line Reference 

1 Proposed DRR Charge Per Customer Per Month 

Exhibit SEA-1, Page 1, Column (E). Line 1 

2 Current DRR Charge Per Customer Per Month 

3 fncremental DRR Charge Per Month 

A Months 

5 Annual Incremental Bill Impact 

6 Total Annual DRR Bill Impact 

$1.99 Exhibit No. SEA-1, Page 1 

$1.27 

$0 72 

12 

$8,64 

$23,88 

201-1 DRR Filing 

Line [1]-Line [2] 

Line [3] x Line (4] 

Line [1] x Line [A] 



This foregoing document was etectronicatly filed with the Public Utilities 

Commission of Ohio Docketing Information System on 

4/30/2012 2:48:53 PM 

in 

Case No(s). 12-1423-GA-RDR 

Summary: Application Vectren Energy Delivery of Ohio, Inc.'s Application for Authority to 
Adjust its Distribution Replacement Rider Charges electronically filed by Ms. Vicki L. Leach-
Payne on behalf of Hummel, Gretchen J. Ms. 
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DIRECT TESTIMONY OF JAMES M. FRANCIS 

INTRODUCTION 

1 Q. Please state your name, business address and occupation. 

2 A. My name is James M. Francis. My address is One Vectren Square, 

3 Evansville, Indiana, and I am Director of Engineering & Asset 

4 Management for Vectren Utility Holdings, Inc. ("VUHl"), the immediate 

5 parent company of Vectren Energy Delivery of Ohio, Inc. ("VEDO" or "the 

6 Company"). 

7 Q. What are your duties in your present position? 

8 A. I have responsibility for engineering and technical support for VEDO utility 

9 operations. My specific responsibilities include System Design and 

10 Planning, Corrosion Control, Project Engineering, Compliance, Standards, 

11 Asset Management, Pipeline Integrity Management, and Capital Planning 

12 and Management. Additionally, I am responsible for identifying and 

13 implementing many of VEDO's asset management programs. 

14 Q. Please describe your work experience. 

15 A. I have been employed by VEDO since April 8, 2004 as the Director of 

16 Technical Services. My title has subsequently been changed to Director 

17 of Engineering & Asset Management. Prior to my current position, I have 

18 been employed with VEDO since the purchase of the gas assets of the 

19 Dayton Power & Light Company by Vectren Corporation in 2000. 

20 immediately prior to my current position, I was the Regional Manager of 
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1 the Troy Operating Region with responsibility for field operations. I also 

2 held other positions at VEDO including Planning Manager and 

3 Measurement Supervisor. Phor to my employment with VEDO, in 1991, I 

4 became an employee of Dayton Power & Light serving as a Project 

5 Engineer, System Planner and Measurement Supervisor. 

6 Q. What is your educational background? 

7 A. I received a Bachelor of Science in mechanical engineering from the 

8 University of Dayton in 1993. I received a Masters in Business 

9 Administration from The Ohio State University in 2000. 

10 Q. Are you involved in any gas industry association activities? 

11 A. Yes. I am active in the American Gas Association's ("AGA") Operating 

12 Section, I am currently a member of the AGA's Distribution and 

13 Transmission Engineering Committee. 

14 Q. Have you previously testified before this Commission? 

15 A. Yes. I testified in VEDO's most recent general rate case. Case No. 07-

16 1080-GA-AIR ("Rate Case"), in support of the need for recovery of certain 

17 costs under the Distribution Replacement Rider ("DRR") proposed in that 

18 proceeding, I also testified in VEDO's 2010 DRR proceeding, Case No. 

19 10-0595-GA-RDR and 2011 DRR proceeding, Case No. 11-2776-GA-

20 RDR. 

21 Q. What is the purpose of your testimony in this proceeding? 
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1 A. First, I will provide details on the progress of VEDO's accelerated bare 

2 steel and cast iron replacement program ("Replacement Program"). ! will 

3 discuss the status of pipe replacement, the costs Incurred and the benefits 

4 identified in 2011. I will discuss certain other issues, such as meter 

5 relocations and plastic pipe retirements, and how these are addressed 

6 within the Replacement Program. I will discuss the processes used to 

7 assess and award the construction work associated with the Replacement 

8 Program, and will provide the 2012 replacement plan. 

9 The second portion of my testimony will discuss VEDO's riser replacement 

10 program ("Riser Program"), I will detail the status of replacements and 

11 costs associated with the Riser Program in 2011. I will also discuss how 

12 the Riser Program work was awarded in 2011. 

13 The third portion of my testimony will discuss VEDO's experience with the 

14 change In service line ownership and responsibilities which took effect in 

15 2009. 

16 The final portion of my testimony will discuss identified savings resulting 

17 from the Replacement Program as well as the additional costs incurred by 

18 VEDO due to its assumption of service line responsibility in 2009. 

19 Q. What Exhibits are you sponsoring in this proceeding? 

20 A. I am sponsoring the following exhibits: 

21 • Exhibit No. JMF-1- 2011 VEDO BS/Cl Replacement Program Progress 

22 • Exhibit No. JMF-2- Plastic Main Retirement Causes 
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1 • Exhibit No. JMF-3- VEDO BS/Cl 2012 Replacement Plan 

2 • Exhibit No. JMF-4- VEDO Riser Replacement Program 2011 Costs 

3 • Exhibit No. JMF-5- VEDO 2011 BS/Cl Maintenance Expense 

4 • Exhibit No, JMF-6-VED0 Incremental Service Line Responsibility 

5 Capital Costs 

6 Q. How is your testimony organized? 

7 A. My testimony is organized in four sections: 

8 I. Bare Steel and Cast Iron Replacement Program 

9 II. Riser Replacement Program 

10 III. Service Line Responsibility 

11 IV. O&M Savings and Incremental Costs 

12 I. Bare Steel and Cast Iron Replacement Program 

13 Q. Please provide a brief description of VEDO's Replacement Program. 

14 A. As of the end of 2010, VEDO had a total of 492 miles of bare steei and 

15 161 miles of cast iron main remaining in its system. !n the Rate Case, 

16 VEDO proposed to replace its remaining bare steel and cast iron 

17 infrastructure over a twenty year period at a rate of approximately 35 miles 

18 per year. The Replacement Program, as approved by the Commission In 

19 the Rate Case, includes the replacement of both mains and service lines. 

20 Existing bare stee! and cast iron mains and service lines are being retired 

21 as part of the Replacement Program. 
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1 Q. How much bare steel and cast iron infrastructure did VEDO retire in 

2 2011 as part of the Replacement Program? 

3 A. In 2011, VEDO retired 29.4 miles of bare steel and 5.3 miles of cast iron 

4 mains under the Replacement Program. Additionally, VEDO retired 3,633 

5 bare steel service lines, with 3,318 of those being replaced. 

6 Q. How much did VEDO invest in the Replacement Program in 2011? 

7 A. As identified by VEDO witness Janice M. Barrett, VEDO's Replacement 

8 Program investment for projects placed in service in 2011 was 

9 $17,436,948, Exhibit No. JMF-1 provides a detailed list of the projects 

10 placed in service under the Replacement Program in 2011, the costs of 

11 each project as of December 31, 2011, and the amount of pipe (main 

12 footage and number of service lines) retired and replaced. For some 

13 projects placed In service In 2011, additional trailing charges (such as 

14 restoration costs) will be incurred in 2012. These costs will be included in 

15 a future DRR filing. 

16 Q. Did VEDO retire any plastic main as part of the Replacement 

17 Program in 2011? 

18 A. Yes. VEDO retired a total of 7,402 feet of plastic main within the 

19 replacement projects completed in 2011. There were a number of 

20 reasons why plastic main segments were retired, which were discussed in 

21 my testimony in the Rate Case. Some short segments of plastic main 

22 existed within the bare steel or cast iron systems, it would have been 

23 more costly to try and salvage that main rather than replace it. Also, there 
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1 existed sections of plastic main at the ends of some distribution systems 

2 being retired wherein those segments no longer served any customers; 

3 therefore, there was no reason to continue to maintain those segments at 

4 this time. Exhibit No. JMF-2 "Plastic Main Retirement Causes" provides a 

5 brief description of the cause of the plastic retirement for each applicable 

6 project. 

7 Q. Did the Rate Case Stipulation contemplate the inclusion of plastic 

8 pipe replacement costs for recovery through the DRR? 

9 A. Yes, The Rate Case Stipulation, Paragraph 10(a) requires that the annual 

10 Replacement Program construction plans are to be provided to the Rate 

11 Case parties on February 1 of each year and shall include, among other 

12 things, the "...investment in infrastructure replacement under the program 

13 (including service line replacement costs and the other cost components 

14 Included in the Company's application)...." The Rate Case Application, 

15 Alt. Reg. Exhibit A, Page 4, discusses in detail the replacement of plastic 

16 pipe as a part of the Replacement Program. Additionally, the Rate Case 

17 Stipulation, Paragraph 10(c), requires that the annual application to 

18 establish the DRR rate "...will include the information described in 

19 Paragraph 10(a) above for the costs incurred during the previous calendar 

20 year," which, as already indicated, includes the cost components, 

21 including plastic pipe replacement, which were Included in the Rate Case 

22 Application. 
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1 Q. Is there any other evidence that the replacement of plastic pipe was 

2 contemplated to be a part of the Replacement Program as proposed 

3 in the Rate Case Application? 

4 A. Yes. The Direct Testimony of Scott E. Albertson in the Rate Case, Page 

5 4, in discussing the content of Rate Case Application, Alt. Reg, Exhibit A 

6 and the cost components thereof, reiterates that the replacement of plastic 

7 pipe was a part of the Replacement Program from its inception. 

8 Q. Did VEDO move any meters outside as part of the Replacement 

9 Program? 

10 A. Yes. VEDO moved 2,552 meters outside in 2011. Because the newly 

11 installed mains operate at a higher pressure (requiring the installation of a 

12 service regulator), the cost associated with moving the meters outside was 

13 less than if the meter remained inside and the necessary service regulator 

14 was installed outside. In addition to better utilization of VEDO's capital, 

15 moving the meters outside should improve operational efficiency 

16 associated with future meter order work and will eliminate the need for 

17 inside atmospheric corrosion inspections. VEDO has employed this meter 

18 move-out approach since the Replacement Program was first 

19 implemented. 

20 Q. Does VEDO believe that the Replacement Program is achieving or 

21 wilt achieve the expected benefits? 

22 A. Yes. VEDO expects to experience improved service reliability and safety 

23 through the reduction of leakage and the replacement of the mains and 
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1 service lines that contribute most to system leaks. Proactive replacement 

2 of this pipe, moving meters outside, and retiring the older assets will drive 

3 workforce efficiencies. The Company was able, in 2011, to achieve 

4 improved capital utilization by retiring more existing main infrastructure 

5 than it was necessary to replace. Customers and property owners will 

6 experience a reduction in the number and frequency of disturbances and 

7 Inconveniences (such as leak repair, service interruptions, etc.) as the 

8 older sections of main are retired. VEDO has historically repaired 

9 approximately 1 leak per mile per year on the mains retired. Additionally, 

10 as quantified below, there are active leaks and meter orders that will be 

11 eliminated as a result of replacing the infrastructure. The elimination of 

12 active leaks will result In a relatively lower level of lost and unaccounted 

13 for gas, although it is impractical to quantify a specific reduction. Finally, 

14 VEDO expects long term benefits in terms of reduced impacts on the 

15 communities where public infrastnjcture improvements may occur after 

16 these projects are completed. 

17 Q. What operational benefits did VEDO achieve as a result of the 

18 Replacement Program in 2011 ? 

19 A. There are a number of operational benefits that VEDO has achieved to 

20 date as a result of the Replacement Program. 

21 • The replacement of these assets has reduced the number of active 

22 leaks in VEDO's system, is expected to reduce the occurrence of 

23 future leaks and leak repair work, and will reduce Interruptions, 
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1 inconveniences and disturbances to customers. Specifically, the 

2 replacement projects from 2011 have allowed VEDO to eliminate 

3 110 active leaks, of which 44 would have required a more 

4 immediate and less efficient repair. 

5 • Over the past 7 years, the Company has experienced an average 

6 of 156 asset condition related meter orders on the types of assets 

7 that were replaced in 2011. VEDO will experience a reduction in 

8 the number of these meter orders (Outside Gas Leak, Gas 

9 Emergency, Water in Line, and No Gas orders) through the 

10 retirement of bare stee! and cast iron infrastructure, 

11 • VEDO moved 2,552 inside meters outside. This will eliminate the 

12 requirement for a separate atmospheric corrosion check. 

13 • Certain system components that had been used to address issues 

14 associated with assets in poor condition have been eliminated, 

15 such as the 42 drips used to remove water from low pressure 

16 mains. 

17 Ultimately, these types of improvements provide reliability and safety 

18 benefits to VEDO's customers or property owners that live in the vicinity of 

19 the replacement projects. 

20 Q. Did VEDO derive cost savings from the 2011 replacement projects? 

21 A. Yes. VEDO has detailed the reduction of specific work items, assets and 

22 the estimated reduction of historically experienced work quantities, all of 

23 which allowed VEDO to achieve maintenance cost savings attributable to 

Francis Direct Testimony 9 
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1 the Replacement Program (and specific to the assets that were retired) in 

2 2011. Quantification of the savings achieved in 2011 compared to the 

3 baseline amount of $1,192,953 established in the Rate Case will be 

4 discussed later in my testimony. 

5 Q. Were the construction projects within the 2011 Replacement 

6 Program competitively bid? 

7 A. Yes. 

3 Q. How were the bid packages organized, bid and awarded? 

9 A. Based on the geographical location of the projects, VEDO divided the 

10 planned 2011 projects into ten (10) bid packages. Separate bid packages 

11 were prepared for the bare steel and cast iron replacement projects and 

12 the riser replacement work. All existing contractors could bid on any of the 

13 10 packages but were not required to bid on all packages. If a contractor 

14 had not performed a gas distribution replacement project for Vectren with 

15 the last 3 years, they were deemed a new contractor and were limited to 

16 bid on the two (2) designated entry level packages. Each bid package 

17 was independently evaluated. 

18 Twelve (12) different construction contractors were invited to provide bids 

19 for the work. A pre-bid meeting was held with all of the contractors to 

20 provide direction and to answer questions with regard to the work to be 

21 performed and the bids to be submitted. Each contractor was provided 

Francis Direct Testimony 10 
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1 with copies of prints for all of the projects and given time to visit the project 

2 sites prior to submitting bids. 

3 Bids were submitted based on unit pricing; that is, a fixed price for a given 

4 unit of work to be performed. VEDO used the unit prices and the 

5 estimated work units for each project to create comparative cost 

6 estimates. These comparative estimates were then summarized for each 

7 bid package. Each package was evaluated based on overall cost, and the 

8 contractor's capacity. If a contractor submitted bids on several projects, 

9 the contractor's capacity was evaluated to ensure the potential award did 

10 not exceed their capacity. 

11 Q. What is VEDO's replacement plan for 2012? 

12 A. VEDO's planned replacement projects for 2012 are identified in Exhibit 

13 No. JMF-3. VEDO plans, in 2012, to spend approximately $18.6 Million 

14 under the Replacement Program, replacing approximately 33 miles of 

15 bare steel and cast iron main along with the bare steei service lines 

16 served from those mains. As was the case In 2011, VEDO reserves the 

17 right to modify the plan as necessary to accommodate additional or 

18 different, higher priority projects as circumstances may change throughout 

19 the year, 

20 11. Riser Program 

21 Q. Please describe the Riser Program. 

Francis Direct Testimony 11 
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1 A. As ordered by the PUCO, In 2007 VEDO began conducting an inventory 

2 of customer owned service risers in its service territory. VEDO completed 

3 its inventory of risers in 2008. VEDO began replacing the risers identified 

4 as "prone-to-fail" in 2009 and further refined the list of risers to be 

5 replaced. As of the end of 2010, VEDO had 14,709 remaining prone-to-

6 fail risers to replace. 

7 Q. How many risers did VEDO replace in 2011? 

8 A. VEDO replaced the remaining 14,709 prone-to-fail risers in 2011. The 

9 cost to replace these risers was $5,471,106 or approximately $372 per 

10 riser. Exhibit No, JMF-4 provides a breakdown of the costs incurred under 

11 the Riser Program, VEDO has now replaced all identified prone-to-fail 

12 hsers. 

13 Q. What is the total Riser Program cost after completion at the end of 

14 2011? 

15 A. The total Riser Program cost as of the end of 2011 was $17,262,601, 

16 which consists of the 2009 Riser Program cost of $5,451,132, the 2010 

17 Riser Program cost of $6,340,363 and the 2011 Riser Program cost of 

18 $5,471,106. This total estimated cost is less than the $33 million 

19 projected spend identified during the Rate Case due to a reduction of the 

20 number of risers to be replaced and the Company's use of alternative 

21 repiacement methods, as described below. 

22 Q. What methods did VEDO use to replace risers in 2011? 

Francis Direct Testimony 12 



Amended 7-13-2012 

1 A. Where possible, VEDO used the Perfection Servi-Sert service head 

2 adaptor to replace the service riser head. Where the Servi-Sert was not 

3 able to be used, the entire riser was replaced, 

4 Q. Why wds the average per unit cost of a riser replacement in 2011 

5 $372 compared to $337 in 2010? 

6 A. Many of the more challenging riser replacements were completed In 2011, 

7 which Included the need to hand dig and squeeze off services as a result 

8 of Inaccessible curb stops. Additionally, there were fewer Servi-Serts 

9 installed in 2011 than in 2010 based on varying manufactures as a result 

10 of the existing service risers. This required more risers to be replaced 

11 using a full riser replacement, Additionally, VEDO incurred an Increase In 

12 material costs resulting from the replacement of 86% more 1 VA risers 

13 (v^lch are more costly than a 1" riser) than in 2010. 

14 Q. Was the riser replacement work in 2011 competitively bid? 

15 A. Yes. 

16 Q. How were the bid packages organized, bid and awarded? 

17 A. The Riser Program bid packages were organized geographically into two 

18 (2)packages. 

19 Twelve (12) different construction contractors were invited to provide bids 

20 for the riser work, of which six (6) provided bids. A pre-bid meeting was 

21 held with all of the contractors to answer questions with regard to the work 
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1 to be performed and the bid packages to be submitted. Each contractor 

2 was provided with a count of risers to be replaced by package, 

3 Bids were submitted based on unit pricing for full replacements, service 

4 riser head replacements and any associated activities. VEDO used the 

5 unit prices to create comparative cost estimates for each package. Each 

6 package was evaluated Independently, much like the Replacement 

7 Program, and awarded accordingly. 

8 The two (2) bid packages were awarded to the lowest two bidders based 

9 on the comparative cost estimate. The same two (2) contractors 

10 performed the Riser Program work in both 2010 and 2011. 

11 Q. Was some of the riser replacement work completed by VEDO crews? 

12 A. Yes. In addition to the contracted crews, VEDO used internal crews to 

13 complete a number of replacements. 

14 Q. Is VEDO's Riser Replacement Program complete? 

15 A. Yes. 

16 III. Service Line Responsibility 

17 Q, Are you able to assess how VEDO's transition to service line 

18 responsibility has progressed? 

19 A. VEDO continues to view the transfer of service line responsibility to the 

20 Company as a positive for both the Company and its customers. In 

21 general, VEDO's assumption of service line responsibility has been a 
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1 benefit to its customers. Customers no longer are required to schedule 

2 the services of a plumber to repair or replace their service line, minimizing 

3 inconvenience and out of pocket costs for customers, VEDO's response 

4 times to leak calls and its repair activities reduce the amount of time 

5 customers are out of service, The Company's ability to adjust to an ever 

6 changing schedule to meet the needs of cuslomers has also been a 

7 benefit. Also, confusion over customer responsibility for the service line 

8 has been essentially eliminated because there is now a clear delineation 

9 of responsibility between the customer and VEDO. Because VEDO (and 

10 its customers) have a significant number of aged service line assets, the 

11 annual amount of service line replacements is significant. VEDO has 

12 responded to numerous leak calls, many on bare steel service lines that 

13 have required repiacement. VEDO does expect that as the Replacement 

14 Program matures and as individual service lines are replaced, over time 

15 this leak call activity will be reduced, as was identified in the Replacement 

16 Program benefits, 

17 Q. Has VEDO experienced any incremental costs as a result of 

18 assuming service line responsibility? 

19 A. Yes. VEDO has had to repair a number of gas leaks on the portion of the 

20 buried service line and the above ground meter setting that was previously 

21 maintained by the customer. As a result of this change, VEDO has seen 

22 both an increase in capital replacements and operations and maintenance 

23 expenses to repair these leaks. Incremental capital replacement costs 
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1 related to service fine responsibility are included in Witness Barrett's DRR 

2 revenue requirement. The incremental O&M expenses will be discussed 

3 later in my testimony. 

4 IV. Maintenance Savings and Incremental Costs 

5 Q. Did VEDO achieve maintenance savings in 2011 compared to the 

6 baseline amount of $1,192,953? 

7 A. Yes. VEDO calculated its maintenance expenses incurred in 2011 by the 

8 same method it used to calculate the baseline maintenance expense 

9 amount of $1,192,953. The actual comparable maintenance expenses in 

10 2011 were $870,301, resulting in a savings against the baseline of 

11 $322,652. This amount is broken into expense reductions attributable to 

12 mains of $350,190 and expense increases from service lines replaced, 

13 and now owned by VEDO, of $27,538 for a net savings of $322,652. 

14 Additionally, VEDO experienced an increase in maintenance expenses of 

15 $86,335 for those service lines that are not bare steel. Exhibit No. JMF-5 

16 provides the actual 2011 maintenance expenses and a comparison 

17 against the baseline expense amount. Additionally, this exhibit provides a 

18 breakdown of the maintenance expenses between mains and services. 

19 Q. Are the maintenance savings fully attributable to the Replacement 

20 Program? 

21 A. No. While certainly the elimination of the bare stee! and cast iron 

22 infrastnjcture would have driven some of the cost reductions, the change 
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1 In service line responsibilities also led to some of the savings. The reason 

2 for this is that VEDO completed a significant number of service line 

3 replacements that would have formerly been at the customer's expense. 

4 The resources that previously had been conducting more leak repairs 

5 instead completed service line replacements, which are capital 

6 expenditures. As such, the maintenance expenses identified in 2011 are 

7 not necessarily indicative of the ongoing level of O&M, Rather, they are 

8 Indicative of the work VEDO actually performed in a single year (2011). 

9 As such, the actual maintenance savings as compared to the baseline will 

10 change year over year. 

11 Q. Has VEDO experienced any incremental capital investment, beyond 

12 the Replacement Program, as a result of assuming service line 

13 responsibility? 

14 A. Yes. VEDO has replaced a number of service lines In order to eliminate 

15 gas leaks on the portion of the buried service line and the above ground 

16 meter setting that was previously maintained by the customer. As a result 

17 of this change, VEDO has seen an increase in capital costs. In 2011, 

18 VEDO spent, on average, $4,812 per service line replaced. The 

19 Incremental cost of the curb-to-meter portion of the service line is 

20 approximately $1,113 per service fine replaced over that experienced 

21 during the baseline period of 2007. The incremental Investment includes 

22 the cost for the incremental length of curb to meter service line and meter 

23 setting that was formerly Installed and maintained by the customer. In 
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1 2011, VEDO replaced 1,354 service lines that were not associated with 

2 the formal Replacement Program. This equated to an incremental capital 

3 Investment of $1,507,002 for service line replacements as a result of the 

4 assumption of this responsibility for service lines. Exhibit No. JMF-6 

5 provides the calculation of the incremental investment. 

6 Q. Does this conclude your testimony? 

7 A. Yes. 
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Exhibit No, JMF-3 
Vectfen Energy Deiiveiy oS onio 

Page 1 of l 

VECTREN VEDO 83 / CI 2012 Replacement Program 
Calendar Year ?(I13 

Projecl 
Group # 

V-44! 

V-181 

V-133 

V-147 

V-291 

V-453 

V-513 

V-523 

V-524 

V-530 

V-744 

V-810 

V-10-42 

V'115 

V-116 

v-n7 

V-118 

V-123 

V-134 

V-511 

V-523 

V-567 

V-595 

7-440 

V-452 

V-612 

V-)20 

V-4G0 

V-520 

V-522 

V-623 

Operat ing 
Center 

Beilefontaine 

Beiiefonlajne 

Centervjlle 

Centerviile 

Centerville 

Centerviile 

Centerville 

Centetville 

Centerville 

Cenleiville 

CenlerviHe 

Centerville 

Da^lon Wesl 

Dayton West 

Dayton west 

Daylon Wesl 

Dayton Wesl 

Dayton Wesl 

Dayton Wesl 

Dayton Wesl 

Dayton Wesl 

Dayton Wesl 

Daylon West 

t^airbom 

Fatrtjom 

f- aifl)om 

Troy 

Troy 

Troy 

Troy 

Troy 

City 

BELLEFONTAINE 

Be=l.LEEONTWNE 

DAYTON 

DAYTON 

DAYTON 

MIAiyiSaURG 

DAYTON 

DAYTON 

D A r i O N 

DAYTON 

DAYTON 

DAYTON 

DAYTON 

DAYTON 

DAYTON 

DAYTON 

DAYTON 

EATON 

DAYrON 

DAYTON 

DAYTON 

DAYTON 

DAYTON 

GEDARVILLE 

XENIA 

JAMESTOWN 

NEW MADISON 

SIDNEY 

PIQUA 

PIQUA 

SIDNEY 

Street 

Green S t , ParK SI. 

Lake Ave,, Superior St . Ene SI. 

Maple Si., Ctover S i , LitUe St, 

Heaton Ave., Hiqhiand Ave 

Coventry Rd. Cleaveland Ave. 

Cr teave. , ParK Awe. 

Hessler St , Glenn Rock, Pusell Ave 

Guncle Ave., Gebhart St 

Anqle S I , Geofqe St 

Wayne Ave , Epworth Ave. 

Brown s i , K Si 

Paterson Rd 

RayAve.,TrovSt. , EdmondSI., 

Fith St . Riverview Ave., E Second St. 

Han St.,Leo St., Leonard St. 

Firsl St., Douqias Ave., Webb St. 

Findlay st,, S. Jersey St., N McGee St 

Maple St., E. Edison S t , E Mectianic St. 

Bolton St,, RiChartl S t , Bantz Ct. 

Pleasant St„ Garland S t , Hartiine St. 

Rvbum Ave , Baice Ave , 

Orchatn Sf, Mathisan St.. Isf St. 

Edison St.. Woodward S I , Howell St 

Elm st„ Walnut S i , NorVi St, 

Main St., West St , Collier St, 

Maple St., Washington St., Xenia St 

Cfierrv S t , SumitKi S i , Wayne S t 

Mishigan Ave,, Gary S t , North St, 

Summit S t , Wtltard S t , Sunset St. 

GamelO S I , Plum St. 

Miami St., South St.ThCTnosonSt 
TOTAL 

Est imated 

Install 
Footage 

3.OT0 

1,B03 

4,405 

7,535 

4,645 

4.338 

940 

2.740 

5,155 

6,aio 

1,114 

3,777 

5,750 

3,737 

5,3S5 

5,640 

9,465 

7,075 

6,286 

4,394 

2.496 

4,Q40 

2,858 

3,125 

8,S90 

3,731 

5,649 

4,330 

2,108 

2,892 

4,421 

138,954 

Retire 
Footage 

4,481 

2,267 

6,445 

7.65Q 

3,955 

4.931 

1,455 

2,854 

5.990 

6,851 

2,124 

3,955 

9,420 

6,295 

4,940 

9,055 

10,775 

7,010 

9,214 

5,560 

3.531 

6,285 

4,66G 

4,950 

12,450 

4,448 

6.733 

4.9)0 

3,109 

2,872 

4,956 

173,157 

Project 
Services 

84 

53 

242 

256 

151 

1Q6 

45 

75 

165 

239 

17 

83 

132 

31 

252 

128 

195 

124 

137 

184 

87 

1315 

64 

53 

125 

64 

115 

130 

77 

74 

156 

3,352 

Estimated 
Project Cost 

$460,750 

$265,049 

$995,755 

$996,497 

$546,812 

$500,434 

$212,557 

$401,285 

5786,744 

5961,211 

5171,128 

$576,458 

$965,129 

$462,878 

$996,972 

$719,729 

$998,945 

$660,392 

$753,466 

$845,015 

$367,68 Z 

$653,704 

$365,658 

$342,Qie 

$760,743 

5288,482 

$513,051 

$411,519 

$469,132 

$412,003 

$685,612 
S18,64B.81S 



Exhibit No. JMF-4 
Vectren Energy Delivery of Ohio 

Page 1 of 1 

Vectren Energy Delivery of Ohio 
Riser Replacement Program 

Twelve Months Ended December 31, 2011 

Expense Category 
Contract Labor 
Materials 
Overheads 
Labor 

Other Expenses 
Total 
# Risers 

Costs per Riser 

Expense 
S 2,805,386 
$ 1,127,312 

$ 1,066,605 
S 408,776 
$ 63,027 
$ 5,471,106 

14,709 

$ 372 

Notes: 
(1) Ties to Exhibit No. JIVIB-3a. Column P, Line 11. 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Amended Attachment A to 

Application has been sent electronically, this 17̂ ^ day of July, 2012 to the following 

parties of record. 

Isl Gretchen J. Hummel 
Gretchen J. Hummel 

Joseph P. Serio 
Assistant Consumers' Counsel 
Office of the Ohio Consumers' Counsel 
l owes t Broad Street, 18*̂  Floor 
Columbus, OH 43215 
seriofaocc.state.oh.us 



This foregoing document was electronically filed with the Public Utilities 

Commission of Ohio Docketing Information System on 

7/17/2012 10:32:58 AM 

in 

Case No(s). 12-1423-GA-RDR 

Summary: Application -Amended Attachment A to 4/30/12 Application electronically filed by 
Mrs. Debbie S Ryan on behalf of Vectren Energy Delivery of Ohio, Inc. 
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BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

I n the Matter of the Application of ) 
Vectren Energy Delivery of Ohio, Inc, ) Case No. 12-1423-GA-RDR 
for Authority to Adjust its Distribution ) 
Replacement Rider Charges. ) 

STIPULATION AND RECOMMENDATION 

Gretchen J. Hummel (Trial Attorney) 
Frank P. Darr 
McNees Wallace & Nurick LLC 
Fifth Third Center 
21 East State Street, 17'^ Floor 
Columbus, OH 43215 
Telephone: 614-469-8000 
Telecopier: 614-469-4653 
ghummei@mwncmh.com 
fdarr@mwncmh.com 

August 27, 2012 Attorneys for Vectren Energy Delivery 
of Ohio, Inc. 

{C38483: } 

mailto:ghummei@mwncmh.com
mailto:fdarr@mwncmh.com


BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of ) 
Vectren Energy Delivery of Ohio, Inc. ) Case No, 12-1423-GA-RDR 
for Authority to Adjust its Distribution ) 
Replacement Rider Charges. ) 

STIPULATION AND RECOMMENDATION 

This case is before the Commission upon the Application filed by Vectren Energy 

Delivery of Ohio, Inc. ("VEDO" or "Company") on April 30, 2012 ("2012 DRR 

Application"), in accordance with the Public Utilities Commission of Ohio's 

("Commission") January 7, 2009 Opinion and Order in Case No. 07-1080-GA-AIR, 

approving and adopting a Stipulation and Recommendation ("Rate Case Stipulation") 

filed on September 8, 2008. Therein, VEDO was authorized to recover certain, 

identified costs through a Distribution Replacement Rider ("DRR"). Comments 

addressing the 2012 DRR Application were filed by Commission Staff and the Office of 

the Ohio Consumers' Counsel ("OCC") on July 27, 2012. 

Rule 4901-1-30, Ohio Administrative Code ("O.A.C"), provides that any two or 

more parties to a proceeding before the Con;imission may enter into a written stipulation 

for the purpose of resolving issues presented in such proceeding. The purpose of this 

document is to set forth the agreement of the signatory parties ("Parties") below and to 

recommend that the Commission approve and adopt this Stipulation and 

Recommendation ("DRR Stipulation"). The terms of this DRR Stipulation are supported 

by the information contained within the schedules and documents filed in this docket in 

{C38483:} 



support of VEDO's 2012 DRR Application, including the revised exhibits attached 

hereto. The Parties agree that this DRR Stipulation is supported by adequate data and 

information; represents a just and reasonable resolution of the issues which are 

proposed to be resolved by the terms of this DRR Stipulation; violates no regulatory 

principle; and is the product of serious bargaining among knowledgeable and capable 

parties in a cooperative process undertaken by the Parties to settle such contested 

issues. While this DRR Stipulation is not binding on the Commission, it is entitled to 

careful consideration by the Commission where, as is the case here, it is sponsored by 

a range of interests, including the Commission Staff.^ 

The purpose of this DRR Stipulation is to set forth the understanding of VEDO 

and the Staff to resolve any issues raised in the recommendations contained in the 

comments of the Staff and OCC and to establish a DRR revenue requirement and 

charges in this proceeding as set forth below and in the attached exhibits: 

1. The Parties agree that VEDO's DRR application filed on AphI 30, 2012 

failed to recognize the deferral and amortization of depreciation expenses incurred by 

VEDO. The Parties agree that the costs associated with the deferral and amortization 

of and return on deferred depreciation expense is allowed to be recovered through the 

DRR pursuant to the Rate Case Stipulation,^ 

2. The Parties agree that the revenue requirement for the DRR rates and 

charges to be established in this case should be $8,703,957 as shown on DRR 

^ Rule 4901-1-10(0), O.A,C., provides that Commission Staff is a party for the purpose of entering into this 
Stipulation. 

^ Rate Case Stipulation, Paragraph 10, Case No. 07-1080-GA-AIR. 
{C38483;} 



stipulation Exhibit 1. The parties further agree that the revenue requirement in this 

case includes deferred depreciation recorded in 2011 related to appropriate additions. 

With respect to prior DRR periods, VEDO will not seek to increase the amount of 

recoverable expense. 

3. The parties agree that beginning with the DRR application filed in 2013 

and in future DRR applications, VEDO shall provide schedules showing the computation 

of the deferred depreciation such that: 1) expenses are calculated on plant additions net 

of retirements; 2) deferral of depreciation expenses shall be permitted on eligible plant 

additions net of retirements from the in-service date to the time the additions are 

included for recovery in the DRR; 3) recovery of deferred depreciation expenses shall 

be amortized over a time period consistent with the life of the underlying asset based 

upon Commission authorized depreciation rates. 

4. The tariff sheet attached as DRR Stipulation Exhibit 2 contain rates and 

charges which accurately reflect the DRR revenue requirement set forth in Paragraph 2 

above and shown on DRR Stipulation Exhibit 1. The Parties agree that these rates and 

charges will be implemented upon Commission approval on a service-rendered basis. 

The Parties recommend and request that the Commission issue an order adopting this 

DRR Stipulation and explicitly approving the tariff sheet in DRR Stipulation Exhibit 2 on 

an expedited basis. 

5. The Parties agree that the 2012 DRR Application, the pre-filed testimony 

of all witnesses, and the Comments filed by the Staff and OCC should be admitted into 

{C38483: } 



evidence on the condition that the Commission approves this DRR Stipulation. The 

Parties waive cross-examination of witnesses. 

6, Except for enforcement purposes, neither this DRR Stipulation nor the 

information and data contained herein or attached hereto shall be cited as a precedent 

in any future proceeding. More specifically, no specific element or item contained in or 

supporting this DRR Stipulation shall be construed or applied to attribute the results set 

forth in this DRR Stipulation as the results that any Party might support or seek but for 

this DRR Stipulation in this proceeding or in any other proceeding. This DRR 

Stipulation contains a combination of outcomes that reflect an overall compromise 

involving a balance of competing positions, and it does not necessarily reflect the 

position that one or more of the Parties would have taken for purposes of resolving 

contested issues through litigation. The Parties believe that this DRR Stipulation, taken 

as a whole, represents a reasonable compromise of varying interests. This DRR 

Stipulation is expressly conditioned upon adoption in its entirety by the Commission 

without material modification by the Commission. Should the Commission reject or 

materially modify all or any part of this DRR Stipulation, the Parties shall have the right, 

within thirty (30) days of the issuance of the Commission's order, to file an application 

for rehearing. The Parties agree they will not oppose or argue against any other Party's 

application for rehearing that seeks to uphold the original, unmodified DRR Stipulation. 

Upon the Commission's issuance of an entry on rehearing that does not adopt the DRR 

Stipulation in its entirety without material modification, any Party may terminate and 

withdraw from the DRR Stipulation by filing a notice with the Commission within thirty 

(30) days of the Commission's entry on rehearing. Prior to any Party seeking rehearing 

{C38483: } 



or terminating and withdrawing from this DRR Stipulation pursuant to this provision, the 

Parties agree to convene immediately to work in good faith to achieve an outcome that 

substantially satisfies the intent of this DRR Stipulation or proposes a reasonable 

alternative thereto to be submitted to the Commission for Its consideration. Upon notice 

of termination or withdrawal by any Party, pursuant to the above provisions, this DRR 

Stipulation shall immediately become null and void. In such event, this proceeding shall 

go fon/vard at the procedural point at which this DRR Stipulation was filed, and the 

Parties will be afforded the opportunity to present evidence through witnesses, to cross-

examine all remaining witnesses, to present rebuttal testimony, and to brief all issues 

which shall be decided based upon the record and briefs as if this DRR Stipulation had 

never been executed. This DRR Stipulation is submitted for purposes of this case only, 

and may not be relied upon or used in any other proceeding except as necessary to 

enforce the terms and conditions of this DRR Stipulation. The Parties agree with and 

commit to support the reasonableness of this DRR Stipulation before the Commission 

and in any appeal from the Commission's adoption or enforcement of this DRR 

Stipulation. 

WHEREFORE, the undersigned respectfully request that the Commission issue 

its Opinion and Order approving and adopting this DRR Stipulation in accordance with 

the terms set forth above, 

(C384S3, } 



Executed this 27*^ day of August 2012, 

Vectren Energy Delivery of Ohio, Inc. 

By: /s/ Gretchen J. Hummel 

The Staff of the Public Utilities Commission of Ohio 

By: /s/ Devin D. Parram' 

'per telephone authorization 8/27/12 

{C38483: } 
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CERTIFICATE OF SERVICE 

1 hereby certify that a copy of the foregoing Stipulation and Recommendation 

was served upon the following parties of record this 27'^ day of August 2012, via 

electronic transmission, hand-delivery, or ordinary U.S. mail, postage prepaid. 

/s/ Gretchen J. Hummel 
Gretchen J. Hummel 

Joseph P, Serio 
Office of the Ohio Consumers' 
Counsel 
10 West Broad Street, 18^̂  Floor 
Columbus, OH 43215-3485 

Thomas G. Lindgren 
Devin D. Parram 
Assistant Attorneys General 
Public Utilities Commission of Ohio 
180 East Broad Street, 9̂ ^ Floor 
Columbus, OH 43215 
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VECTREN ENERGY DELIVERY OF OHIO, INC. 

DISTRIBUTION REPLACEMENT RIDER 

SUMMARY OF DRR REVENUE REQUIREMENT 

Exhibit No. JMB-S1 
Page 1 of 1 

Line Description Amount 

1 Mains Revenue Requirement 

2 Service Lines Revenue Requirement 

3 Annual DRR Revenue Requirement 

Reference 

$ 2,181,366 Exhibit No, JMB-S2, Line 27 

6,522,591 Exhibit No, JMB-S3, Line 39 

$ 8,703,957 Line 1+L ine 2 



Exhibit No, JMB-S2 
Page 1 of 1 

V E C T R E N ENERGY DELIVERY OF OHIO, INC, 

DISTRIBUTION R E P L A C E M E N T RIDER 

A N N U A L REVENUE REQUIREMENT - MAINS 

Line Descriplion 

1 Return on invRsiment: 
2 Plant In-Service at December 31. 2Q11 
3 Additions - Main Replacemenls 
4 Original Cost - Retired Mains 
5 Total Plant In-Service 

6 Less. AccLjinulated Depreciation al December 31, 2Q11 
7 Depreciation Expense - Mains 
8 Cost of Removal - Mains 
9 Originai Cost - Retired Mains 

10 Total Accumulated Depredation 

11 Net Deferred Post In-Service Carrying Costs (PISCC)"' 

12 Deferred Depreciation Regulalory Asset Balance - Matns 

13 Net Deferred Tax Balance - PISCC 

14 Deferred Taxes on Depredation 

15 Deferred Taxes on Deferred Depreciation Regulatory Asset 

16 Net Rate Base 

17 Pre-Tax Rate of Return 

18 Annualized Return on Rate Base - Mains 

19 Operations and nflaintenance Expenses 

20 Annualized Property Tax Expense 

21 Annualized Depreciation Expense 

22 Annualized PiSCC Amortization Expense 

23 Annualized Deferred Depredation Amortization Expense - Mains 

24 Annualized Maintenance Adjustment 

25 Total Incremental Operating Expenses • Mains 

26 Vai iance 

27 Total Annual Revenue Requirement • Mains 

Amount Refersnce 

19,150,236 
(505.092) 

18,645,144 

(464,213) 
1,101,959 

505,092 

Exhibil JMB-2a, Column 0. Line 2 
Exhibit JMB-2b, Column Q, Line 2 

Line 3 + Line 4 

Exhibil JMB-2C, Column O, Line 2 
Exhibil JMB-2d, Column 0 Line 2 

-Line A 
Sum oi Lines 7 -9 1,142,838 

1,029,350 Exhibit JMB-2e, Column 0, Line 4 

1'i3,672 Exhibit JMB-S2n, Column B, Line 15 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

(360,273) 

(5,069,446) 

(39,785) 

15,441,500 

11.67% 

1,802,023 

409,462 

330.019 

15,920 

1,751 

(350,190) 

406,962 

(27,6191 

2,181,366 

-Line 11 X 35% 

Exhibit No MB-2g. Line 18 

-Line 12 X 35% 

Sum of Lines 5 and 10-15 

Case No 07-1080-GA-AIR 

Line 16 ^ Line 17 

fcxhibilNo. JMB-2f, Line 17 

Line 5 x 1 77%'" 

Exhibit JMe-2e, Column D, Line 13 

Exhibit JMB-S2h, Column B, Line 17 

{2) 

Sum of Lines 20-24 

Exhibit JMB-4, Line 15 

Line 18 + Line 25 * Line 26 

(To Exhibit No, JMB-S1 and Exhibit No. SEA-SI, page 1 of 5) 

(1) FERC Account 676 depreciation rate approved in Case No. 04-0571-GA-AIR, 
(2) Support provided by VEDO Witness James Frands. Exhibit No. JMF-5, Column C, Line 23. 
(3) PISCC is accrued at an annual rate of 7.02% from the in service date until investments are reflected in the DRR rate, 

as approved in Case No 07-1080-GA-AIR. 
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Exhibit No, JMB-S3 
Page t of 1 

Line Descnplion 

VECTREN ENERGY DELIVERY OF OHIO, INC. 

DISTRIBUTION REPLACEMENT RIDER 
ANNUAL REVENUE REQUIREMENT - SERVICE LINES 

Amoiinl 

10 
11 
12 
13 
14 
15 
15 
17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 
2"̂  

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

Return on Investment: 
Plan! In-Service al December 31 2011 

Additions - Sen/ices Replacemenls (Bare Steel/CssI Iron) 
Additions - Meter Installalion (Bare Slesl^Cast Iron) 
Additions - Sen/ices Replacemenls (Service Line Responsibilily) 
Additions - Natural Gas Risers 
Original Cost - Retired Services 
Original Cost - Retired Meter Installalion 

Tolal Plant In-Service 

Less' Accumulated Depreciation at December 31, 2011 
Depreciation Expense - Services 
Depreciation Expense - Meter Inslallation 
Depreciation Expense - Natural Gas Risers 
Cost of Removal - Services 
Original CosI - Retired Services 
Original Cost - Retired Meter Installation 

Total Accumulated Depreciation 

Net Deferred Post In-Service Carrying Costs (PISCC}'^' 

Deferred Depreciation Regulatory Assel Balance - Services 

Deferred Depreciation Regulatory Assel Balance - Meier Installation 

Net Deterred Tax Balance - PISCC 

Deferred Taxes on Deprecialion 

Deferred Taxes on Deferred Doprecialion Regulatory Asset - Services 

Deferred Taxes on Deferred neprcciation Regulatory Asset - Meier Installation 

Net Rate Base 

Pre-Tax Rate of Return 

Annualized Return on Rate Base -Service Lines 

Operations and Maintenance Expenses 
Annualized Property Tax Expense 

Annualized Depreciation Expense - Services 

Annualized Depreciation Expense - Meter Installation 

Annualized PISCC Amortization Expense 

Annualized Deferred Deprecialion Amonizalion Expense - Services 

Annualized Deferred Depreciation Amortization Expense - Meier Installation 

Incremental O&M - Service Line Responsibility 

Annualized Maintenance AdjustmenI 

Total Incremental Operating Expenses - Service Lines 

Variance'*' 

Total Revenue Requirement - Service Lines 

15,892.321 
3,381.357 
3,627,480 

17,262,601 
(119,068) 

(11,537) 
40,033,154 

(1,106.444) 
(53,268) 

(1,?S4,173) 
1,266,339 

119,068 
11.537 

(1,056.441) 

1,961,468 

729.103 

16,232 

(686.514) 

[9,978,a9'1) 

(255,185] 

(5.681) 

30,757 242 

11 67% 

3,589,3TD 

871,098 

1,928,491 

61,331 

34,516 

12.759 

295 

36,335 

27,538 

s 

s 

s 

3,022,363 

(89,142) 

6,522,591 

ExfiibH jr;iB-3a, Column O. Lire 2 

Exriibil JMB-3a, Column O, Line 3 

Exfiibii JIVIB-3a, Column O. Lire 4 

Exhibit JMB-3a, Column O Line 5 

Eihibit JMB-3b, Column Q, Lire 2 

Exhibit JMB-3b, Column O. Lire 3 

Sum of Lines 3 - S 

Exhibil JM8-3C, Column O. Line 2 

Exhibil JMa-3c, Column O, Line 3 

Frxhibil JMB-3C. Column O, I ine 4 

Extiibit JMB-3d, Column O. Line 2 

-I ine 7 

-Line B 

Sum of Lines 11 - 16 

Exhibit JMB-3e, Column O, Line 10 

Exhibil JMB-S3h. Page 1, Column B. Line 19 

Eihrbil JMB-S3h. Page 2, Column 8. Line 15 

-Line IS x 35% 

Exhibit No. JMB-3g, Line 30 

-Line 19x35% 

-Line 2D X 36% 

Sum ot Ljnes9 and 17-24 

Case No 07 lOSD GA-AIK 

Line 25 X Line 2C 

Exhibil No. JMB-31, Line 24 

(Lino 3+ Lines 5-7) x 5 2B% ' " 

l L m e 4 - f L i n e a ) x 1 3 2 % " ' 

Exhibil No J M B - 3 B , Column D, Line 33 

Exhibit JMB-S3h, Page 1, Column B, Line 21 

Exhibil JMB-S3h, Page 2, Column B, Line 17 

(2) 

(4) 

Sum ol Lines 29-36 

Exhibil Uo JMB-4, Column D Line 16 

Line 27 * Line 37 - Line 33 

(To Exhibit No, JMB-S1 and Exhibit No, SEA-S1, page 1 of 5) 

(1) FERC Account 680 (Line 26) and FERC Account 682 (Line 27) depreciation rates approved in Case No. 04-0571-GA-AIR. 
(2) Support provided by VEDO WIness James Francis. Fxfiibil No JMF-5. Column C Line 16 
(3) PISCC is accrued al an annual rate ol 7.02% from Ifie in service dale until investments are reflected in Itie DRR rate 

as approved in Case No 07-10aO-GA-AIR 
(4)Supportprovidedby VEDO Witness James Francis. Exhibit No. JMF-5, Column C, Line 17 
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Exhibit No SEA-SI 
Page 1 ot 5 

VECTREN ENERGY DELIVERY OF OHIO 

DISTRIBUTION REPLACEMENT RIDER 

DERIVATION OF CHARGES 

,ine 

1 

2 
3 
4 

5 

6 

7 

8 

Rate 
Schedule 

310/311/316 

320/321/325 
Group 1 

Group 2 & 3 

341 

345 

360 

Total (a) 

(A) 
Mains 

Allocated DRR 
Revenue 

Requirement (bl 

$1,341,093 

$510,211 

S99 

$133,939 

$196,023 

$2,181,366 

(B) 
Service Lines 

Allocated DRR 
Revenue 

Requirement (bl 

$5,556,193 

$924,924 

$147 

$28,643 

$12,679 

$6,522,591 

(C) 

Total DRR 
Revenue 

Reauirement 
(A) -f (B) 

$6,897,291 

$1,435,135 
$372,437 

$1,062,698 

5247 

$162,583 

$203,702 

$8,703,957 

(d) 
(d) 

(D) 

Customer 
Count (cl 

285,051 

15,441 

2 

(El 

Proposed DRR 
per Customer 

Per Month 
(C)/(D)/12 

$2 01 

$2.01 

$10.27 

(F) 

Annual 
Volumes (cl 

(Ccf) 

69,661,679 

47,551,025 

93,063,056 

(G) 

Proposed 
DRR per Ccf 

(C)/(F) 

50.01521 

$0.00342 

$0.00224 

(a) Mains and Service Revenue Requirement shown on Exhibit Mo, JMB-Sl, Lines 1 and 2 respectively. 
(b) Reflects revenue requirement multiplied by allocation factors shown on Exhibit No. SEA-SI, Page 2 
(c) 2012 Budget - Customer Count and Volumes 
(d) From Exhibit No SEA-S1, Psge 3 



Exhibit No. SEA-SI 
Page 2 of 5 

Line 

1 

2 

3 

4 

5 

6 

Rate 
Schedule 

310/311/315 

320/321/325 

341 

345 

360 

VECTREN ENERGY DELIVERY OF OHIO 

DISTRIBUTION REPLACEMENT RIDER 

RATE SCHEDULE ALLOCATION FACTORS 

Description 

Residential DSS/SCO/Transportation 

General DSS/SCO/Transportation 

Dual Fuel 

Large General Transportation 

Large Volume Transportation 

Total 

Mains 
Allocation 
Factors (al 

(%) 

61.480% 

23,390% 

0.005% 

6.140% 

8,986% 

100 000% 

Service Line 
Allocation 
Factors (bl 

(%) 

85.184% 

14.180% 

0,002% 

0 439% 

0,194% 

100.000% 

(a) Mains Allocation Factor as presented in Case No, 07-1080-GA-AIR 
(b) Service Lines Allocation Factor as presented in Case No. 07-1080-GA-AIR 



Exhibit No. SEA-SI 
Page 3 of 5 

V E C T R E N E N E R G Y DEL IVERY O F O H I O 

D ISTRIBUTION R E P L A C E M E N T RIDER 

A L L O C A T I O N OF R E V E N U E R E Q U I R E M E N T - R A T E S 320, 321 A N D 325 

Line Description 

1 Proposed DRR - Rate 310/311/315 

2 Proposed DRR - Rale 320/321/325 - Group 1 

3 Customer Count - Group 1 

4 Revenue Requirement - Group 1 (11 

5 Revenue Requirement - Total 320/321/325 

6 Revenue Requirement - Group 2 & 3 (1) 

Amount 

S2.01 PerMonItt 

S2.01 Per Month 

15,441 

$372,437 

$1,435.135 

$1,062,698 

Reference 

Exhibit No. SEA-SI , Page 1 

Line[1] 

Exhibit No. SEA-SI , Page 1 

Line [2]x Line [3] x 12 

Exhibit No. SEA-SI , Page 1 

Line [5] - Line [4j 

Notes: 
(1) to E)(hibit No, SEA-SI , Page 1 



VECTREN ENERGY DELIVERY OF OHIO 
DISTRIBUTION REPLACEMENT RIDER 

RATE SCHEDULE BILL IMPACTS 

Exhibit No. SEA-SI 
Page 4 of 5 

(A) (B) (C) (•) (£) 

ine 

1 

2 

3 

4 

5 

6 

7 

8 

Rate 
Schedule 

310/311 

3)5 

320/321 

325 

341 

345 

360 

Total 

Present Revenue (al 

563,863.166 

S31,M4,S49 

$12,553,529 

S10 557,652 

216 966 

55,621 759 

57,854.582 

$132,392,523 

Previous DRR 
Revenue Requirement 

52.993 351 

St .36^542 

3614 771 

S309.69 1 

S160 

5110 16S 

5143,143 

$5,540,825 

Current DRR 
Revenue Reauirement (cl 

54,352,964 

52.544,327 

5813,496 

$616,537 

$247 

$162,583 

$2D8.702 

$8,703,957 

Incremental DRR 
Revenue Reauirement 

(C)-(B) 

$1,359,613 

Sf, 174,585 

$203,727 

$307,046 

$87 

$52,415 

$65,559 

$3,163,132 

% Increase 
(D)/(A) 

2 13% 

3.68% 

1,62% 

2.91% 

0.51% 

0.93% 

0.83% 

2.39% 

(d) 

(b) (d[ 

(d) 

(b.l (d) 

(b) 

[b) 

(a) Twelvemonths ending December 31, 2011 
Excludes revenues from former Rate 330 customers; Rate 330 vKas terminated effective April 14, 2010. 

(b) Does not include gas costs 
(0) From Exhibit No. SEA-Sl, Page 1 
(d) Current revenues calculated as unit rate times Number of customers 



VECTREN ENERGY DELIVERY OF OHIO 

DISTRIBUTION REPLACEMENT RIDER 

DETERMINATION OF APPROVED RECOVERIES 

BY CALENDAR MONTH 

Exhibit No. SEA-SI 
Page 5 of 5 

(A) (B) (C) 

Line 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Month 

September-12 

October-12 

IMovember-12 

December-12 

Subtotal {To Fourth Annual DRR Filing) 

January-13 

February-13 

March-13 

Aprll-13 

May-13 

June-13 

July-13 

August-13 

Subtotal [To Fifth Annual DRR Filing) 

Allocation 
Factor (1) 

7.46% 

7.80% 

8.49% 

9.59% 

10.01% 

9.43% 

9,08% 

7,99% 

7,73% 

7.53% 

7.46% 

7.44% 

Approved 
Recoveries (2) 

$649,157 

$678,802 

$738,525 

$834,935 

$2,901,519 

$870,944 

$820,502 

$790,588 

$695,584 

$672,688 

$654,991 

$649,387 

$647,754 

$5,802,438 

(1) Based on monthly volumes/customer count (as applicable) as a percentage of annual, in 2012 Budget. 
(2) Allocation Factor in Column B times total revenue requirement. 



Exhibit No. SEA-S2 
Page 1 of 1 

VECTREN ENERGY DELIVERY OF OHIO, INC. Sheet No. 45 
Tariff for Gas Service Sixth Revised Page 2 of 2 
P.U.C.O. No. 3 Cancels Fifth Revised Page 2 of 2 

DISTRIBUTION REPLACEMENT RIDER 

DtSTRIBUTfON REPLACEMENT RIDER CHARGE 
The charges for the respective Rate Schedules are: 

Rate Schedule $ Per Month $ Per Ccf 
310, 311 and 315 $2.01 
320, 321 and 325 (Group 1) $2.01 
320, 321 and 325 (Group 2 and 3) $0.01521 
341 $10,27 
345 $0.00342 
360 $0.00224 

Filed pursuant to the Finding and Order dated in Case No, 12-1423-GA-RDR of the Public 
Utilities Commission of Ohio, 

Issued: Issued by: Scott E, Albertson, Vice President Effective: 



Exhibit No. SEA-S3 
Page 1 of 1 

VECTREN ENERGY DELIVERY OF OHIO 

DISTRIBUTION REPLACEMENT RIDER 

ANNUAL RESIDENTIAL CUSTOMER BILL IMPACT 

Line Reference 

1 Proposed DRR Charge Per Customer Per Month 

Exhibit SEA-SI, Page 1, Column (E), Line 1 

2 Current DRR Charge Per Customer Per Month 

3 Incremental DRR Charge Per Month 

4 Months 

5 Annual Incremental Bill Impact 

6 Total Annual DRR Bill Impact 

$2.01 

$1.27 

$0.74 

12 

$8.88 

$24.12 

Exhibit No, SEA-SI, PJ 

2011 DRR Filing 

Line [1]-Line [2] 

Line [3] X Line [4] 

Line [1] x Line [4] 
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VECTREN ENERGY DELIVERY OF OHIO, INC, Sheet No. 45 
Tariff for Gas Service Sixth Revised Page 2 of 2 
P U C O . No. 3 Cancels Fifth Revised Page 2 of 2 

DISTRIBUTION REPLACEMENT RIDER 

DISTRIBUTION REPLACEMENT RIDER CHARGE 
The charges for the respective Rate Schedules are: 

$Per 
Rate Schedule Month $ Per Ccf 
310, 311 and 315 $2,01 
320, 321 and 325 (Group 1) $2,01 
320, 321 and 325 (Group 2 and 3) $0.01521 
341 $10.27 
345 $0.00342 
360 $0.00224 

Filed pursuant to the Finding and Order dated in Case No. 12-1423-GA-RDR of The Public Utilities 
Commission of Ohio, 

Issued ^ ^ _ Issued by Scott E. Albertson, Vice-President Effective 
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1 PREFILED TESTIMONY OF KERRY J. ADKINS 

2 INTRODUCTION 

3 Q: Please state your name and business address. 

4 A: My name is Kerry J. Adkins and my business address is 180 East Broad Street, Co-

5 lumbus, Ohio 43215-3793. 

6 Q. By whoni are you employed and in what capacity? 

7 A. I am employed by the Public Utilities Commission of Ohio C'Commission" or "PU-

8 CO") as a Public Utilities Administrator in the Accounting and Electricity Division 

9 of the Utilities Department, hi that capacity, I manage and participate on Commis-

10 sion Staff ("Staff') teams that review natural gas, electric, and water utilities' appli-

11 cations for recovery of certain costs associated with infrastructure replacement pro-

12 grams, In addition, 1 serve on Staff teams that review utilitv' applications in base rate 

13 proceedings and perform other related duties as assigned. 

14 Q. Please briefly describe your educational background and work experience. 

15 A. I received a B.A. degree in history and political science from Ohio Northern Univer-

16 sity and a Master of Public Administration degree with concentrations m regulatory 

17 policy and fiscal administration firom The Ohio Slate University. I began my cm-

18 ployment with the PUCO m 1989 as a Researcher II in what was then the Consumer 

19 Services Department's Nuclear Division. Since that time, I have held a number of 

20 analyst and management positions at the Commission. I was assigned to my present 

21 position in January 2008. Prior to my employment with the PUCO, I was employed 

22 as the Administrative Deputy for the City of Whitehall, Ohio, 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Have you previously testified before the Commission? 

Yes. I have testified before the Commission in several rate and enforcement pro­

ceedings and customer complaint cases. 

What is the purpose of your Testimony in this proceeding? 

I am supporting the Stipulation and Recommendation ("Stipulation") filed in this 

proceeding on August 27, 2012. In my opinion, the Stipulation represents a fair and 

reasonable compromise of the issues m these proceedings. It is my recommendation 

that it should be adopted and approved by the Commission. 

THE STIPULATION 

Please describe the Stipulation. 

The Stipulation is a comprehensive settlement of all issues in Case No. 12-1423-GA-

RDR. In the Stipulation. Vectren Energy Delivery of Ohio C'VEDO" or "Compa­

ny") and the Staff agree that: 

The Stipulation represents an overall compromise and resolution of the issues raised 

in this proceedmg; 

VEDO will increase its proposed Distribution Replacement Rider ("DRR") revenue 

rcquhement by $79,965 to include return on and amortization of deferred deprecia­

tion expenses. Staff and VRDO agree that VEDO is entitled to recover return on and 

amortization of deterred depreciation expenses pursuant to the Commission-

approved Stipulation filed in Case No.07-1080-GA-AIR, where the Commission m-



1 itially authorized the Distribution Replacement Program.^ Although it was entitled 

2 to recover remm on and amortization of deferred depreciation expenses, VEDO 

3 failed to include such expenses in its application filed on April 30, 2012 in this mat-

4 ter. 

5 

6 • VEDO's total DRR revenue requirement for recovery of investments through 2011 

7 for its Distribution Replacement Program will be $8,703,957 and will be allocated 

8 to the Company's rate classes of customers as follows: 

Rate 
Schedule 

310/311/315 
320/321/325 Group 1 
320/321/325 Group2& 3 
341 
345 
360 

Per Customer 
Per Month 

$2.01 
$2.01 

$10.27 

Per Ccf 

$0.01521 

$0.00342 
$0.00166 

10 • The new rates vvilJ commence wHth service rendered to customers after Commission 

11 approval of the Stipulation. 

12 

13 Q. Based on your experience with settlements reached in other proceedings before 

14 the Commission, does the Stipulation satisiy the Commission's criteria for eva-

13 luatiug the reasonableness of a stipulation? 

' In the Matter of the Application of Vectren Energy Delivery of Ohio, Inc., for Authority to 
Amend its Filed Tariffs to Increase the Rates and Charges for Gas Services and Related Matters 
(2007 Rate Case), Case No. 07-1080-GA-ArR, (2007 Rate Case Stipulation at 8-14). 



Yes. 1 believe that the Stipulation satisfies each of the Commission's criteria for eva­

luating the reasonableness of a stipulation: the Stipulation is the result of serious bar­

gaining among capable, knowledgeable parties; the Stipulation benefits ratepayers 

and the public interest; and, the Stipulation does not violate any important regulatory 

principle or practice. 

THE STIPULATION IS A PRODUCT OF SERIOUS BARGAINING 
AMONG CAPABLE, KNOWLEDGEABLE PARTIES 

Q. Do you believe the Stipulation Hied in this case is the product of serious bar­

gaining among knowledgeable parties? 

Yes, The Stipulation is the product of an open process in which all parties were 

represented by experienced counsel and technical experts that have participated in 

numerous regulator}' proceedings before the Commission. There were extensive 

negotiations among the parties and the Stipulation represents a comprehensive 

compromise of the issues raised by parties with diverse interests. 

Were all parties to this case included in the negotiations that resulted in the Sti­

pulation? 

Yes. 

19 Q. Which parties have signed the Stipulation? 

20 A. VEDO and the Staff signed the Stipulation as a reasonable resolution of all the is-

21 sues. The Office of the Ohio Consiuners Counsel ("OCC") is the only other party 

22 to this proceedmg. OCC did not sign the Stipulation. 

23 THE SETTLEMENT BENEFITS RATEPAYERS AND 
24 THE PUBLIC INTEREST 
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2 Q. In your opinion does the Stipulation benefit ratepayers and the public interest? 

3 A. Yes, The adjustment to VEDO's revenue requirement and the resulting increases to 

4 the proposed DRR rates correct an omission in VEDO's original Application in this 

5 case and will allow it to recover deferred depreciation expenses which it is due. 

6 Settlement of this and the other issues in this case avoids a hearing and enables VE­

DO to begin recovery of its 2011 investments in the Distribution Replacement Pro­

gram. The Distribution Replacement Program, in mm, benefits customers through 

the accelerated replacement of aging infrastructure which enhances public safety and 

improves operational efficiency of VEDO's natural gas distribution system. 

THE SETTLEMENT DOES NOT VIOLATE ANY IMPORTANT 
REGULATORY PRINCIFLE OR PRACTICE 

Does the Stipulation violate any important regulatory principle or practice? 

No. 

CONCLUSION 

Are you recommending that the Commission approve the Stipulation? 

Yes. I believe the Stipulation represents a fair, balanced and reasonable compro­

mise of diverse interests and provides a fair result for customers. I believe that the 

Stipulation meets all of the Commission's criteria for adoption of settlements and 

that the Commission should issue an order approving the Stipulation. 

Does this conclude your Prepared Direct Testimony? 

23 A. Yes. 
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