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BEFORE
THE PuBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of
Vectren Energy Delivery of Ohio, Inc.
for Authority to Adjust its Distribution
Replacement Rider Charges.

Case No. 12-1423-GA-RDR

T M ottt

APPLICATION

Vectren Energy Delivery of Ohio, Inc. ("WVEDQO" or "Company”) respectfully
requesis 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 central Ohio and is

a pubilic 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, fnfer 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



Company’s investigation of the installation, use, ard performance of natural gas service
risers, (3) all costs of replacement of prone-to-fail risers, (4) the incremental costs
aftributable 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 basetine level of O&M of $1,192,853. 2008 Stipuiation at 9-

10.

3 Pursuant to the 2008 Stipufation, in its Opinion and Order in Case No. 11-
2776-GA-RDR (“2011 Order”), the Commission approved a Stipulation and
Recommendation ("20117 Stipuiation”) which established the current DRR charges which

became effective on Seplember 1, 2011.

4. The 2008 Slipulation requires that by May 1 of each year for which the
DPRR is approved, commencing with 2010, VEDG "...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, shali
not be considered to be an appiication to increase rates and charges. [d. Inits 2010
Order in Case No. 10-0595-GA-RDR, the Commission ordered VEDOQ to file its annual

DRR applications in an RDR docket. 2010 Order at 8.

5. As a part of the required May 1 application, VEDOQ is required to provide
suppor for the following:
a. The return of and on the plant investment, inclusive of capitalized

interest or postin-service carrying costs charges ("PISCC").
PISCC shall be accrued and recovered at the rate of 7.02% for the

2



h.

accumutated 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;

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

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

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

The cosis associated with the replacement of prone-to-fail risers
over a five year period,

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

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

The actuai annual savings of O&M expenses.

2008 Stipuiation 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 Stipuiation at 12.

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

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

adjustment 1o 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 50.00223

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 Scoft E. Albertson

as Exhibit No. SEA-2.

WHEREFORE, VEDO respectfully requests that the Commission approve the
DRR charges shown on the proposed Sheel No. 45, Sixth Revised Page 2 of 2,

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

/s! Gretchen J. Hummel
Gretchen J. Humme! (Trial Attorney)
Frank P. Darr

McNees Wallace & Nurick LLC

Fifth Third Center

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

4



Telephone: 614-465-8000
Telecopier: 614-469-4653
ghummel@mwncmh,com
fdarr@mwncmh.com

Attorneys for Vectren Energy Delivery
of Ohio, Inc.


mailto:fdarr@mwncmh.com

CERTIFICATE OF SERVICE

| hereby certify that a copy of the foregoing Application has been sent

electronically, this 30" day of April, 2012 to the following parties of record.

Maureen Grady

Assistant Consumers' Counsel

Office of the Ohioc Consumers’ Counsel
10 West Broad Street, 18" Floor
Columbus, OH 43215

David Rinebolt

Colleen Mooney

Ohio Partners for Affordable Energy
231 West Lima Street

PO Box 1783

Findlay, OH 45839-1793

Mark Yurick

Taft Stettinius & Hollister LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

John M. Dosker

Stand Energy Corporation
1077 Celestial Street

Suite 110

Cincinnati, OH 45202-1629

/s/ Gretchen J. Hummel
Gretchen J. Hummel

Vern Margard

Duane W. Luckey

Assistant Attorney General

Public Utikties Commission of Ohio
180 East Broad Street, 9" Floor
Columbus, OH 43215

Trent Dougherty, Attomey
Ohio Environmental Council
1207 Grandview Ave.
Columbus, OH 43212-3449

W. Jonathan Airey

Gregory D. Russell

Vorys, Sater, Seymour and Pease LLP
52 E. Gay Street, PO Box 1008
Columbus, OH 43216-1008
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DIRECT TESTIMONY OF JAMES M. FRANCIS

INTRODUCTION

Please state your name, business address and occupation.

My name is James M. Francis. My address is One Vectren Square,
Evansville, Indiana, and | am Director of Engineering & Asset
Management for Vectren Utility Holdings. Inc. ("VUHI"), the immediale
parent company of Vectren Energy Delivery of Chio, Inc. ("VEDO” or "the

Company”).

What are your duties in your present position?

| have responsibility for engineering and technical support for VEDO utility
operations. My specific responsibilities include System Design and
Planning, Corrosion Control, Project Engineering, Compliance, Standards,
Asset Management, Pipeline Integrity Management, and Capital Planning
and Management. Additionally, | am responsible for identifying and

impiementing many of VEDG's asset management programs.

Please describe your work experience.

| have been employed by VEDQ since Aprit 8, 2004 as the Director of
Technical Services. My title has subsequently been changed to Director
of Engineering & Asset Management. Prior to my current position, | have
been employed with VEDO since the purchase of the gas assets of the
Dayton Power & Light Company by Vectren Corporation in 2000.

immediately prior to my current position, | was the Regional Manager of

Francis Direct Testimony 1
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the Troy Operating Region with responsibility for field operations. | also
held other positions at VEDO including Planning Manager and
Measurement Supervisor. Prior to my employment with VEDO, in 1981, |
became an employee of Dayton Power & Light serving as a Project

Engineer, System Planner and Measurement Supervisor.

What is your educational background?
| received a Bachelor of Science in mechanical engineering from the
University of Dayton in 1993. | received a Masters in Business

Administration from The Qhio State University in 2000.

Are you involved in any gas industry association activities?
Yes. | am active in the American Gas Association's ("AGA”} Operating
Section. | am currently a member of the AGA’s Distribution and

Transmission Engineering Committee.

Have you previously testified before this Commission?

Yes. | testified in VEDO's most recent general rate case, Case No. 07-
1080-GA-AIR ("Rate Case”), in support of the need for recovery of certain
costs under the Distribution Replacement Rider (“DRR"} proposed in that
proceeding. | also testified in VEDO's 2010 DRR proceeding, Case No.
10-0595-GA-RDR and 2011 DRR proceeding, Case No. 11-2776-GA-

RDR.

Francis Direct Testimony 2
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What is the purpose of your testimony in this proceeding?

First, | will provide details on the progress of VEDQO's accelerated bare
steel and cast iron replacement program (“Replacement Program"”). 1 will
discuss the status of pipe replacement, the costs incurred and the benefits
dentified 'in 2011, | will discuss certain other issues, such as meter
relocations and plastic pipe retirements, and how these are addressed
within the Replacement Program. | will discuss the processes used to
assess and award the construction work associated with the Replacement

Program, and will provide the 2012 replacement plan.

The second portion of my testimony will discuss VEDO's riser replacement
program (“Riser Program”). | will detail the status of replacements and
costs associated with the Riser Program in 2011, | will also discuss how

the Riser Program work was awarded in 2011.

The third portion of my testimony will discuss VEDO's experience with the
change in service line ownership and responsibilities which took effect in

2009.

The final portion of my testimony will discuss identified savings resuiting
from the Replacement Program as well as the additional costs incurred by

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

What Exhibits are you sponsoring in this proceeding?
| am sponsoring the following exhibits:

e Exhibit No. JMF-1- 2011 VEDO BS/CI Replacement Program Progress

Francis Direct Testimony 3
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« Exhibit No. JMF-2- Plastic Main Retirement Causes

¢ Exhibit No. JMF-3- VEDO BS/CI 2012 Replacement Pilan

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

s Exhibit No. JMF-5- VEDO 2011 BS/Cl Maintenance Expense

« Exhibit No. JMF-6-VEDO Incremental Service Line Responsibility

Capital Costs

How is your testimony organized?

My testimony is organized in four sections:

I Bare Steel and Cast Iron Replacement Program
1. Riser Replacement Program

1. Service Line Responsibility

V. Q&M Savings and Incremental Costs

Bare Steel and Cast Iron Replacement Program

Please provide a brief description of VEDO’s Replacement Program.

As of the end of 2010, VEDO had = total of 492 miles of bare steel and
161 miles of cast iron main remaining in its system. In the Rate Case,
VEDC proposed to replace its remaining bare steel and cast iron
infrastructure over a twenty year period at a rate of approximately 35 miles
per year. The Replacement Program, as approved by the Commission in
the Rate Case, includes the replacement of both mains and service lines.
Existing bare steel and cast iron mains and service lines are being retired

as part of the Replacement Program.

Francis Direct Testimony 4
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How much bare steel and cast iron infrastructure did VEDO retire in
2011 as part of the Replacement Program?

In 2011, VEDO retired 29.6 miles of bare steei and 5.3 miles of cast iron
mains under the Replacement Program. Additionally, VEDO retired 3,662

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

How much did VEDO invest in the Replacement Program in 20117
As identified by VEDO witness Janice M. Barrett, VEDO's Replacement
Program investment for proiects 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 iines) retired and replaced. For some
projects placed in service in 2011, additional traiing 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 in 20117

Yes. VEDO retired a total of 7,458 feet of plastic main within the
reptacement 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 méin
existed within the hare steel or cast iron systems. It would have been

more costly to try and salvage that main rather than replace it. Alsa, there

Francis Direct Testimony 5
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existed sections of plastic main at the ends of some distribution systems
being retired whertein those segments no longer served any customers;
therefore, there was no reason fo continue 1o maintain those segments at

this time. Exhibit No. JMF-2 “Plastic Main Retirement Causes” provides a

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

project.

Did the Rate Case Stipulation contemplate the inclusion of plastic
pipe replacement costs for recovery through the DRR?

Yes. The Rate Case Stipulation, Paragraph 10(a) requires that the annual
Replacement Program construction plans are to be provided to the Rate
Case parties on February 1 of each year and shall include, among other
things, the "...investment in infrastructure replacement under the program
(including service line replacement costs and the other cost components
included in the Company's application)....” The Rate Case Application,
Alt. Reg. Exhibit A, Page 4, discusses in detail the replacement of plastic
pipe as a part of the Replacement Program. Additionally, the Rate Case
Stipulation, Paragraph 10(c), requires that the annual application to
establish the DRR rate “..will include the information described in
Paragraph 10{a) above for the costs incurred during the previous calendar
year,” which, as already indicated, includes the cost components,
including plastic pipe replacement, which were included in the Rate Case

Application.

Francis Direct Testimony 6
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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. Alberison 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 moved72,579 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.

Does VEDO believe that the Replacement Program is achieving or
will achieve the expected benefits?
Yes. VEDO expects to experience improved service reliability and safety

through the reduction of leakage and the replacement of the mains and

Francis Direct Testimony 7
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service lines that contribute most to system leaks. Proactive replacement
of this pipe, moving meters outside, and retiring the older assets will drive
workforce efficiencies. The Company was able, in 2011, to achieve
improved capital utilization by retiring more existing main infrastructure
than it was necessary to replace. Customers and property owners will
experience a reduction in the number and frequency of disturbances and
inconveniences (such as leak repair, service interruptions, etc.) as the
older sections of main are retired. VEDO has historically repaired

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

- as quantified below, there are active leaks and meter orders that will be

eliminated as a result of replacing the infrastructure. The elimination of
active leaks will result in a refatively lower level of lost and unaccounted
for gas, although it is impractical to quantify a specific reduction. Finally,
VEDO expects long term benefits in terms of reduced impacts on the
communities where public infrastructure improvements may occur after

these projects are completed.

What operational benefits did VEDO achieve as a result of the
Replacement Program in 20117
There are a number of operational benefits that VEDO has achieved to
date as a result of the Replacement Program.
» The replacement of these assets has reduced the number of active
leaks in VEDO's system, is expected to reduce the occurrence of

future leaks and leak repair work, and will reduce interruptions,

Francis Direct Testimony 8
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inconveniences and disturbances to customers. Specifically, the
replacement projects from 2011 have allowed VEDO to eliminate
110 active leaks, of which 44 would have required a more
immediate and less efficient repair.

s Over the past 7 years, the Company has experienced an average
of 156 asset condition related meter orders on the types of assets
that were replaced in 2011, VEDO will experience a reduction in
the number of these meter orders (QOutside Gas Leak, Gas
Emergency, Water in Line, and No Gas orders) through the
retirement of bare steel and cast iron infrastructure.

« VEDO moved 2,579 inside melers outside. This will eliminate the
requirement for a separate atmospheric corrosion check.

s Certain system components that had been used to address issues
associated with assets in poor condition have been eliminated,
such as the 42 drips used to remove water from low pressure
mains.

Ultimately, these types of improvements provide reliability and safety
benefits to VEDO's customers or property owners that live in the vicinity of

the replacement projects.

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

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

the estimated reduction of historically experienced work quantities, all of

which allowed VEDO to achieve maintenance cost savings attributable to

Francis Direct Testimony 9
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the Replacement Program (and specific to the assets that were retired) in
2011. Quantification of the savings achieved in 2011 compared to the
baseline amount of $1,192,853 established in the Rate Case will be

discussed later in my testimony.

Were the construction projects within the 2011 Replacement
Program competitively bid?

Yes.

How were the bid packages organized, bid and awarded?

Based on the geographical location of the projects, VEDQ divided the
planned 2011 projects into ten (10) bid packages. Separate bid packages
were prepared for the bare steel and cast iron replacement projects and
the riser replacement work. All existing contractors could bid on any of the
10 packages but were not required to bid on all packages. If a contractor
had not performed a gas distribution replacement project for Vectren
within the last 3 years, they were deemed a new contractor and were
limited to bid on the two {2) designated entry level packages. Each bid

package was independently evaluated.

Twelve (12) different construction contractors were invited to provide bids
for the work. A pre-bid meeting was held with all of the contractors to
provide direction and to answer questions with regard to the work to be

performed and the bids to be submitted. Each contractor was provided

Francis Direct Testimony 10
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with copies of prints for all of the projects and were given time to visit the

project sites prior to submitting bids.

Bids were submitted based on unit pricing; that is, a fixed price for a given
unit of work to be performed. VEDO used the unit prices and the
estimated work units for each project to create comparative cost
estimates. These comparative estimates were then summarized for each
bid package. Each package was evaluated based on overall cost, and the
contractor's capacity. If a contractor submitted bids on several projects,
the contractor's capacity was evaluated to ensure the potential award did

not exceed the contractor's capacity.

What is VEDO's replacement plan for 20127

VEDO's planned replacement projects for 2012 are identified in Exhibit
No. JMF-3. VEDO plans, in 2012, to spend approximately $18.6 million
under the Replacement Program, replacing approximately 33 miles of
bare steel and cast iron main along with the bare steel service lines
served from those mains. As was the case in 2011, VEDO reserves the
right to modify the plan as necessary {0 accommodate additional or
different, higher priority projects as circumstances may change throughout

the year.

Francis Direct Testimony 11
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Riser Program

Please describe the Riser Program.

As ordered by the PUCO, in 2007 VEDO began conducting an inventory
of customer owned service risers in its service territory. VEDO completed
its inventory of risers in 2008. VEDO began replacing the risers identified
as “"prone-to-fail” in 2009 and further refined the list of risers to be
replaced. As of the end of 2010, VEDQ had 14,709 remaining prone-to-

fail risers to replace.

How many risers did VEDGO repiace in 20117
VEDO replaced the remaining 14,709 prone-to-fail risers in 2011, The
cost to replace these risers was $5,471,106 or approximately $372 per

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

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

risers.

What is the total Riser Program cost after completion at the end of
20117

The total Riser Program cost as of the end of 2011 was 517,262 601,
which consists of the 2009 Riser Program cost of $5,451,132, the 2010
Riser Program cost of $6,340,363 and the 2011 Riser Program cost of
$5,471,106. This total estimated cost is less than the $33 million

projected spend identified during the Rate Case due to a reduction of the

Francis Direct Testimony 12
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number of risers to be replaced and the Company's use of afternative

replacement methods, as described below,

What methods did VEDO use to replace risers in 20117
Where possible, VEDO used the Perfection Servi-Sert service head
adaptor to replace the service riser head. Where the Servi-Sert was not

able to be used, the entire riser was replaced.

Why was the average per unit cost of a riser replacement in 2011
$372 compared to $337 in 20107

Many of the more challenging riser replacements were completed in 2011,
which included the need to hand dig and squeeze off services as a result
of inaccessible curb stops. Additionally, there were fewer Servi-Serts
installed in 2011 than in 2010 based on varying manufactures as a result
of the existing service risers. This required more risers to be replaced
using a full riser replacement. Additionally, VEDO incufred an increase in
material costs resulting from the replacement of 86% more 1 4" risers

{which are more costly than a 1" riser) than in 2010.

Was the riser replacement work in 2011 competitively bid?

Yes.

Francis Direct Testimony 13
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How were the bid packages organized, bid and awarded?
The Riser Program bid packages were organized geographically into two

{2) packages.

Twelve (12) different construction contractors were invited to provide bids
for the riser work, of which six (6) provided bids. A pre-bid meeting was
held with all of the contraciors to answer questions with regard to the work
to be performed and the bid packages to be submitted. Each contractor

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

Bids were submitted based on unit pricing for full replacements, service
riser head replacements and any associated activities VEDO used the
unit prices fo create comparative cost estimates for each package. Each
package was evaluated independently, much like the Replacement

Program, and awarded accordingly.

The two {2) bid packages were awarded to the lowest two bidders based
on the comparative cost estimate. The same two (2) contractors

performed the Riser Program work in both 2010 and 2011.

Was some of the riser replacement work completed by VEDO crews?
Yes. In addition to the contracted crews, VEDQO used internal crews to

complete a number of replacements.

Is VEDO's Riser Replacement Program complete?

Yes.

Francis Direct Testimony 14
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Service Line Responsibility

Are you able to assess how VEDO’'s transition to service line
responsibility has progressed?

VEDO continues to view the transfer of service line responsibility to the
Company as a positive for both the Company and its cuslomers. In
general, VEDO's assumption of service line responsibility has been a
henefit to its customers. Customers no longer are required to schedule
the services of a plumber to repair or replace their service line, minimizing
inconvenience and out of pocket costs for customers. VEDO's response
times to leak calls and its repair aclivities reduce the amount of time
customers are out of service. The Company's ability to adjust to an ever
changing schedule to meet the needs of customers has also been a
benefit. Also, confusion over customer responsibility for the service line
has been essentially eliminated because there is now a clear delineation
of responsibility between the customer and VEDQ. Because VEDO (and
its customers) have a significant number of aged service line assets, the
annual amount of service line replacements is significant. VEDO has
responded to numerous leak calls, many on bare steel service lines that
have required replacement. VEDO does expect that as the Replacement
Program matures and as individual service lines are replaced, over time
this leak call activity wil! be reduced, as was identified in the Replacement

Program benefits.
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Has VEDQ experienced any incremental cosfs as a result of
assuming service line responsibility?

Yes. VEDO has had to repair a number of gas leaks on the portion of the
buried service line and the above ground meter setting that was previously
maintained by the customer. As a result of this change, VEDO has seen
both an increase in capital replacements and operations and maintenance
expenses to repair these leaks. Incremental capital replacement costs
related to service line responsibility are included in VEDO witness
Barrett's DRR revenue requirement. The incremental Q&M expenses will

be discussed later in my testimony.

Maintenance Savings and Incremental Costs

Did VEDQ achieve maintenance savings in 2011 compared to the
baseline amount of $1,192,9537

Yes. VEDO calculated its maintenance expenses incurred in 2011 by the
same method it used to calculate the baseline maintenance expense
amount of $1,182,953. The actual comparable maintenance expenses in
2011 were $870.301, resulting in a savings against the baseline of
$322.652. This amount is broken into expense reductions attributable to
mains of $350,190 and expense increases from service lines replaced,
and now owned by VEDO, of $27,538 for a net savings of $322,652.
Additionally, VEDO experienced an increase in maintenance expenses of

$86 335 for those service lines that are not bare steel. Exhibit No. JMF-5
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provides the actual 2011 maintenance expenses and a comparison
against the baseline expense amount. Additionally, this exhibit provides a

breakdown of the maintenance expenses between mains and services.

Are the maintenance savings fully attributable to the Replacement
Program?

No. While certainly the elimination of the bare steel and cast iron
infrastructure would have driven some of the cost reductions, the change
in service line responsibilities alsc led to some of the savings. The reason
for this is that VEDO completed a significant number of service line
replacements that would have formerly been at the customer's expense.
The resources that previously had been conducling more leak repairs
instead completed service line replacements, which are capital
expenditures. As such, the maintenance expenses identified in 2011 are
not necessarily indicative of the ongoing level of O&M. Rather, they are
indicative of the work VEDQO actually performed in a single year (2011).
As such, the actual maintenance savings as compared to the baseline will

change year over year.

Has VEDO experienced any incremental capital investment, beyond
the Replacement Program, as a resuit of assuming service line
responsibility?

Yes. VEDO has replaced a number of service lines in order to eliminate
gas leaks on the portion of the buried service line and the above ground

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

Francis Direc¢t Testimony 17
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of this change, VEDO has seen an increase in capital costs. In 2011,
VEDO spent, on average, $4,812 per service line replaced. The
incremental cost of the curb-to-meter portion of the service line is
approximately 751,113 per service line replaced over that experienced
during the baseline pericd of 2007. The incremental investment includes
the cost for the incremental length of curb-to-meter service line and meter
setting that was formerly installed .and maintained by the customer. In
2011, VEDO replaced 1,354 service lines that were not associated with
the formal Replacement Program. This equated to an incremental capital
investment of $1,507,002 for service line replacements as a result of the

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

provides the calculation of the incremental investment.

Does this conclude your testimony?

Yes.

Francis Direct Testimony 18
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Exhitut Mo JWMF 3
Vectren Energy Delivery of Dhio

Page 10! 1
:”g"«‘ VECTREN VEDO BS/ CI Cz:: :ﬂrra:filra;?;nem Program
T Estimated
g::f:; 02:::::9 City Street Instail | Retire | Broject pf:f;ﬂ"'éﬁt
Footage | Fontage | Services
V441 Bellefontaine | k| | FFONTAINF Green St., Park St 301 | 448 B4 $460,750
V-diy Belicfomiane | nrii erONTAINE Lake Ave., Suparior St . Erie St. 1802 | 2.267 93 1 3285040 |
W.133 Centaniilie DAYTON Maple 51, Clover L, Ltic St 4405 | G445 | 242 5905755 |
V-147 Cemenilie DAYION Heaton Ave., Highland Ave. 7.5B5 4 7650 266 $396,497
V261 Centerville DAYTON Coverdry Rd, Cleaveland Ave. 4645 | 3855 | 151 $546.812
V 453 Centerville MIAMISBURG Cole ave _Park Ave - 4338 | 493 108 $50C,474
__vs13 Centenville DAYTON Hessier $t. Glean Roek, Pusell Ave 840 | 1458 45 $212,567 |
V-553 Centenviie DAYTON Guncle Ave., Gebhart S1. 2746 | 2854 75 $401,785
v Centerville DAYTON Angle St Goorge St 5765 1 5.880 | 188 5786744
V-530 Contorvile DAYTON Wayne Ave., Epworth Ave 8810 | 6.851 | 239 $961.211
Y-7dq Contonaile DAYTON Brown st K St. 118 | 2134 7 571128
V-B1D Caatoevdlc DAYTON Paterson Rd 3777 3,955 a3 $5/R 448
V-10 .42 Daylon Wes! UAYTON Ray Ave , Troy St , bdmond 81, 5760 | 8A20 [ 132 305130 |
V115 Daytan Wes! DAYTON Fith 5., Riverview Ave., [ Sceond S1. 3.787 | 8295 31 $462.878
V118 | Dayton West DAYTON _ Hart §t,Leo St, Leonard St 5385 | 4840 | 282 866,972
V-117 Layion Wass DAYTON First Bt Dougias Ave , Webb 5t %840 | 8055 | 128 $718.728
V-118 Daylon West UAYTON Findlay st. S Jersey St, N #McGee 5t 8,455 1 10775 | 185 $998,045
V-123 Daytan Wesi EATON Mapie 81 F Fdison 51, F Mechanic 5t 0TS | 7Lt | a4 660,392
V134 Dayloe: o) DAYTON Boton §1., Ricnard S, Bantz Gt 6286 | 821 | 7 $753,465
V-£11 Daylon West DAYTON | Plessant $t, Garand 1. Hasbine St 4394 | 5350 | 184 $845,015
V528 ! Dayton West DAYTON Rybum Ave., Bruce Ave, 249 | 3531 &7 $367,687
V-587 | Dayton West DAYTON Orchard St Mathison St 1s1 81 4040 7 8285 | 136 5053704
V-586 Dayton West DAYTON t.dison &, Woodward SL, Howell St. 2,858 | 4686 &4 3365658
V-440 Fairoam CEDARVILLE Elm st., Walnut S, North St 3155 ¢ 4850 | 59 §H2.018
V452 t-airbom XENIA Main 51, West .. Coltiar St. 5950 | 12480 | 128 $760.743
V-612 | Fairipm JAMESTOWN Maple St, Washington SL, Xeria St. 3431 | 4448 | B4 | goeR4E? |
V120 Troy NEW MADISON Cherry 81, Summit 51, Wayne St 5649 | B/33 | 118 $613,051
V=460 Troy SIDNEY Mishigan Ave., Gary S1, Nodh St 4330 | 4810 130 $411,519
V2520 Troy PIQUA Summit St., Wilard St, Sunset St. 2108 | 3,108 77 3465.132
V627 Troy PIGUA Garfietd 5t Pom St 2882 | 2872 74 $472.008
V623 Troy SIDNEY Miam 5t., South 51, Thompsan St 4421 | 486 | 158 5685512 |
TOTAL 1389541173157 | 3,852 | $10,648,818




Exhibit No. JMF-4
Vectren Energy Delivery of Chio
Page 1 of 1

Vectren Energy Delivery of Ohio
Riser Replacement Program
Twelve Months Ended December 31, 2011

Expense Category - . i .l ~Expense - -
Contract Labor b 2,805,386
Materials $ 1,127,312
Overheads $ 1,066,605
Labor $ 408,776
Other Expenses 3 63,027
Total $ 5,471,106
# Risers 14,709
Costs per Riser $ 372
Notes:

(1) Ties to Exhibit No. JMB-3a, Column P, Line 11.
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DIRECT TESTIMONY OF JANICE M. BARRETT

INTRODUCTION

Q.

Please state your name and business address.

Janice M. Barrett. One Vectren Square, 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 and Plant Accounting for Vectren Utility
Holdings, Inc. {"VUHI"), the immediate parent company of VEDQO. | hold
the same position with two other utility subsidiaries of VUHI -- Southern
indiana Gas and Electric Company, Inc. d/b/a Vectren Energy Delivery of
Indiana, Inc. ("Vectren South”) and Indiana Gas Company, Inc. d/b/a/

Vectren Energy Delivery of Indiana ("Vectren North™).

Please describe your educational background.

I am a 1993 graduate of The Ohio State University with a Bachelor of
Science Degree in Agriculture. | continued my education at Louisiana
State University and Miami University of Ohio and obtained my public
accounting certification in 1998 1 am a Certified Public Accountant in the

State of Indiana.

Please describe your professional experience.
From 1996 to 1998, | was employed by KPMG Peat Marwick, LLP first as a

staff auditor and ulhimately promoted to Supervising Senior. From 1998 to

Barrett Direct Testimony 1



10

11

12
13
14

15

16

17

18

18
20

21

2001, | was employed by Prime Succession, Inc. where | served as
Director of Internal Audit. Since 2001, | have been employed by Vectren
and have held various Corporate Accounting posilions. In March 2008, |

was promoted to Director of Regulatory and Plant Accounting.

What are your present duties and responsibilities as Director of
Regulatory and Plant Accounting?
| am responsible for and oversee all requlatory and plant accounting

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

Are you familiar with the books, records, and accounting procedures
of VEDO?

Yes, | am.

Are VEDO's hooks and records maintained in accordance with the
Uniform System of Accounts {“USoA”) and generally accepted
accounting principles?

Yes.

Have you previously testified before this Commission?
Yes. | testified on behalf of VEDO in its previous Distribution Replacement

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

What is the purpose of your testimony in this proceeding?
My testimony in this proceeding will provide an explanation of the

calculation of the revenue requirement for VEDO's DRR, which includes
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the bare steel and cast iron replacement program ("Replacement
Program”), natural gas riser replacement program and incremental costs
associated with the Company’s assumption of service line responsibility. |
will also provide an explanation of the accounting procedures the Company

uses to record and segiegate the costs recoverable in the DRR.

Please explain the exhibits to your testimony?
The following exhibits are attached to my testimony:

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

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

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

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

Frogram

Exhibit No. JMB-2¢ - Accumulated Depreciation for Main Replacement

Program

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

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

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

Replacement Program

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

Replacement Program

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

Replacement Program

Barrett Direct Testimony 3
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Exhibit No, JMB-3a - Utility Plant Additions for Service Line and Riser

Replacement Program

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

Replacement Program

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

Replacement Program

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

Replacement Program

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

Program

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

and Riser Replacement Program

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

Service Line and Riser Replacement Program

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

2011,

Exhibit No. JMB4a - DRR Recoveries by Tariff

'ACCOUNTING PROCEDURES

Q.

Piease explain the work order process that VEDO utilizes to
segregate and record the capital costs of the bare steel and cast iron
replacement and riser/service line replacement programs {collectively
“Programs”) while the projects are under constructien (“Program

Construction Costs").

Barrett Direct Testimony 4
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To ensure proper accumulation and segregation of Program Construction
Costs, a project number is assigned to each capital work order. All
Program Construction Costs, as incurred, are recorded to the assigned

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

System (*FIS") Projects Accounting ("PA”} module. The project number is

required for the recording of all Program Construction Costs into any of the
FIS feeder systems. Each of the feeder systems, which include payroll,
accounts payable, and material inventory, interface with the PA module.
Total Program Construction Costs incurred can be viewed and/or reported

by the project number at any point in time as the Programs progress,

What types of costs did VEDO include in the vatue of the property for
the DRR rate base additions?

The DRR includes the construction costs of the Programs, as well as
engineering and project management, permitting, consulting services, site
preparation, equipment and instaliation, cost of retirement, an allocation of

administrative overhead, and other related expenses.

Is an allowance for funds used during construction {“AFUDC")
included in the Program Construction Costs?

Yes, AFUDC has been recorded as part of the Program Construction Costs
in accordance with USoA and the 2011 AFUDC rate used for ali other

VEDO construction proiects was 8.53%.

Barrett Direct Testimony 5
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When does VEDO discontinue recording AFUDC on the Program
Construction Costs?

VEDO ceases the accrual of AFUDC when each work order is placed in
service and begins accruing PISCC at an annual rate of 7.02%, as
provided in the Commission's order in Case No. 07-1080-GA-AIR. The net
PISCC deferred as of December 31, 2011 has been reflected on Exhibit

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

lines.

Please explain PISCC and how it works.

PISCC is an allocation of interest cost to the infrastructure investments
made in the Programs and is accumulated from the in-service date through
the date each project’'s costs are included for recovery in the DRR or in

base rates.

Does the Replacement Program include retirements and cost of
removal of utility plant assets?

Yes. Existing bare steel and cast iron mains and service lines are being
retired as part of the Program. VEDO had discontinued the installation of
bare steel and cast iron pipe by the 1950’s, therefore any retirements of
these types of mains and service lines reépresent fully depreciated plant in
service. As the retirements are performed, VEDO is also recording the
cost 10 retire or remove the bare steel and cast iron assets as part of the

Replacement Program.

Barrett Direct Testimony 6
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How did VEDO account for the asset retirements and associated cost
of removal?

In accordance with the USoA, the retirement of utility assels, at original
cost, and the retirement’s related cost of removal made necessary by the
Replacement Program were charged to the associated depreciation
reserve(s). The Replacement Program's original cost retirements are

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

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

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

JMB -3, Line 14 for service lines.

What operating expenses are included in the DRR revenue
requirement calculation?

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

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

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

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

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

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

depreciation expense was calculated using the depreciation rates
approved in VEDO's base rate case, Case No. 04-0571-GA-AIR, and

property tax expense is supported by Exbibit Nos. JMB-2f (mains) and

JMB-3f (service lines and risers).
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VEDO has also included in the DRR revenue requirement the incremental
cost associated with assuming ownership of service lines. This expense is
reflected on Exhibit No. JMB-3, Line 29. VEDO witness Francis provides

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

Are there maintenance expense adjustments associated with the
Replacement Program?

Yes. As described by VEDO witness Francis, the maintenance expense
savings are measured by comparing actual maintenance expenses for
leaks (mains and services) and meter maintenance for the twelve manths
ended December 31, 2011 to baseline O&M expense of $1,182 953
established in Case No. 07-1080-GA-AIR. VEDO witness Francis’ Exhibit
No. JMF-5 provides the comparison of actual and baseline expenses and
defines the adjustment applicable to this filing, which is reflected in the

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

Exnibit No. JMB-3, Line 30 for service lines.

EXPLANATION OF EXHIBITS

Q.

Please explain Exhibit No. JMB-1.

Exhibit No. JMB-1 summarizes the annualized revenue requirement for the

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

through JMB-4,

Barrett Direct Testimony 8
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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 retated 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 caliculation 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.

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

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

plant refired under the Program as of December 31, 2010 as shown in
Case No. 11-2776-GA-RDR and actual original cost retired by month for
projects completed during the twelve months ended December 31, 2011 to
calculate the Replacement Program's total original cost retirements.

Exhibii No. JMB-2b provides information for the main replacement program

Barrett Direct Testimony 9
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and Exhibit No. JMB-3b provides information for the service line and riser

replacement programs.

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

Exhibit Nos. JMB-2c_and JMB-3c provide the balance of accumulated

depreciation at December 31, 2010, and the actual provision for
depreciation by month for the twelve months ended December 31, 2011 to
calculate the accumulated depreciation provision at December 31, 2011.

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

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

replacement programs.

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

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

December 31, 2010 and the actual cost of removal by month for the twelve
months ended December 31, 2011 to calculate the Program’s total cost of

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

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

provides information for the service line and riser replacement programs.

Ptease explain Exhibit No. JMB-2e and Exhibit No. JMB-3e.

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

regulatory asset at December 31, 2010, and the PISCC activity by month
for the twelve months ended December 31. 2011 to calculate the PISCC-

regulatory asset balance at December 31, 2011. These schedules alsec

Barrett Direct Testimony - 10
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provide the amortization of PISCC by month for the twelve months ended
December 31, 2011, and an accumulated FISCC amodization balance at
December 31, 2011. Furthermore, these schedules provide the Nel PISCC

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

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

provides information for the service line and riser replacement programs.

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

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

property tax expense based on the net additions (mains, service lines and
risers) to Plant In-Service under the Programs. This calculation follows the
process used in VEDO's Annual Report to the Ohic Department of
Taxation to determine the Net Property Valuation and uses the latest

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

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

information for the net service line and riser additions.

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

Exhibit Nos. JMB-2g (mains) and JMB-3g (service lines/risers) provide the

calculation of depreciation related deferred taxes for the Programs’ capital

investments plaéed in service during 2009, 2010 and 2011.

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

Exhibit No. JMB-4 provides the calculation of the DRR vanance at

December 31, 2011, This variance is associated with the DRR revenue

Barrett Direct Testimony 1



requirement for the twelve months ended December 31, 2011,

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

for the twelve months ended December 31, 2011.

Q. Does this conclude your direct testimony?

A. Yes.

Barrett Direct Testimony 12



Exhibit No. JMB-1

Page 1 of 1
VECTREN ENERGY DELIVERY OF OHIO, INC.
DISTRIBUTION REPLACEMENT RIDER
SUMMARY OF DRR REVENUE REQUIREMENT
Line Description Amount Reference
1 Mains Revenue Requirement $ 2,170,802 Exhibit No. JMB-2, Line 24
2 Service Lines Revenue Requirement 6,453,000 Exhibit No. JMB-3, Lire 33
k] Annual DPRR Revenue Requirement $ 8,623,992 Line1+ Line 2
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Exhibit No. JME-2

Page 1 of 1
VECTREN ENERGY DELIVERY OF QHIO, INC.
DISTRIBUTION REPLACEMENT RIDER
ANNUAL REVENUE REQUIREMENT - MAINS
Descrpton_ .  Amount Reterence
Return on Investiment:
Plant In-Service a December 31, 2011
Addilions - Main Replacemenis % 19.150.236 Fxhibit IMB-2a. Column C, Line ?
Original Cost - Retired Manz 5 (506,092)  Extibit ME-2b Cotumn 2, Line 2
Tolal Plant in-Service 3 18,645,144 ling 3 > Ling 4
Less: Acgumulated Deprecialion al December 31, 2011
Depreciaticn Expense - Mains g {464,213) Exhibit JMB-2c, Column ©, Line 2
Cost of Removal - Mains 1,101,959 Exhibit JMB- 2d, Column O, Line 2
Oviginal Cost - Retired Mains 505.092 -Lire 4
Total Accumulated Depreciation % 1,142 838 Sumaftines 7-9
Met Deferred Post in-Service Canying Costs (PISCC)? $ 1,029,350 Exhibit JWB-2e, Column <, Line 4
het Deferred Tax Balance - PISCC ) {360,273 Line 11 x 35%
Deferred Taxes on Depreclation I T Exhibit No. JMB-2g. Line 15
Net Rate Base s 15,367,613 Sutn of Lwes § ang 10-13
Pre ‘Tax Rate of Return R 11.67% Case No. 07 10BL. GA AIR
Annualized Return on Rate Base - Mains 5 1,793,400 Lin= 14 * Line 18
Operations and Maintenance Expenses
Annualized Propesty Tux Expense 5 409,462 Exhikit No. JMB-Z, Line 47
Annualized Deprecialion Cxpense 33019 Line 5x 4 77%
Annualized PISCC Amertization Expense 15,920 Exnipt JMB-20. Calumn D, Line 13
Annualized Maintenarice Adjustment {350,190} @
Total incremental Operating Expenses - Mains $ 405,211 Soum of Lines 18-21
Variance $ {27,619} Fxhibit IMB-4, Line 15
Total Annual Revenue Requiremeant - Maing $ 2,170,992 lLine 16 + Line 27 + Lina 23

{To Exhlbit No. JMB-1 and Exhibit No. SEA-1, page 1 of 5)

(1) FERC Account 675 cepreciation rate approved in Gase No. (4-0571-GA-AIR.

(2) Suppoit providad by VEDO Witness James Franeis, Exhibit No JMF-5, Column C, Line 23,

{3) PISCC is accrued at an annual rate of 7.02% from 1he in service date unti investments are raflected in the DRR rate.
as approved in Case No. 07-1080-GA-AIR.
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VECTREN ENERGY DELIVERY OF QHIO, INC.
DISTRIBUTION REPL ACEMENT RIDER
ANNUAL REVENUE REQUIREMENT - SERVICE LINES

Exhibit No. JMBE-3
Page 1 of §

line Neseription Amount Releerce
1 Return on fnvestment:
2 Plant in-Service al December 31,2011
3 Additions - Services Replacemens (Bare SteeiiCasl tron) 3 15,892 521 Exhibit JMB-3a, Cotumn i), {lne 7
4 Additions - fveter instalation {Bare SteetCast kran) 33813467 Exhibit JMB. 38, Column O, Line 3
& Addrions - Senvices Replacements (Service Line Responsibiity) 3,627 480 Exbebiit JMP 3a, Cotumin O, Line 4
33 Additions - Naturzi Gas Rlsers 1/.262 601 Fxhibit #d8-3a, Codumn O Line 5
T Ohiginaf Cusl - Retired Services (118068} Exrabit JMB-3b, ol Q, Line 2
B Chiginal Cost - Retired Meter Installalion {11 537y Extedil JME 30, Column G, line 3
g Total Plant In-Secrvice 3 40.033,154 Sum of Lmes 3 - B
10 coumulated Cepreciation at Dgcember 31, 2011
11 precialion Fxpense . Services 5 1,106 444} Exkibit JME 3¢, Cowmn Q. 1 ine 2
12 Depreciation Expense - Meter Installation 53,268y Exhibit JME-3c, Cownmen O, Line 3
13 Depreciation Expense - Natural Gas Risers (7,284,173) Exhibil JMB-3¢, Coiunn O, Line 4
14 Cost of Ramoval - Services 1,266,830 Exchibit JiEs-3d, Columis O, Line 7
15 Original Cost - Retired Services 115,068 Line 7
16 Original Cost - Retired Meter installalion BT -Line &
17 Tolal Accumutated Depreciabon § {1.056 441) Sum of Lines 11 - 17
18 Net Deferred Post in-Service Carrying Gosts {PISCE) ™ $ 1,961 468 Cxlnbit JMB-3e. Golumna 13, Line 10
14 Net Deferred Tax Balance  PISCC % {680 514} e 19 x 35%
20 Deferren Taxes on Depregiaton 3 {5,978 594} Exhibit No M 3p, Line 30
21 Het Rate Base 1 30272773 Sum of | nos O and 17 20
27 Pra.tax Rate of Rewrn _ 11 67% Cass Ma. 07-10B0-A-AIR
23 Annugfized Return on Rate Base -Secvice Lines % 3,532,833 Ling 21 * Lne 22
24 Dperations and Malnlenance Expenses
25 Annualized Property Tax Fxpense 3 a71.ooe Extatad Ny, JMB 31, Line 24
%5 Annuglized Dopreciaton Expense - Services 1,978 491 i T+ Lines 5.7) ¢ 5.76%
2/ Annualized Depreciaton Expense - Meter installabon 61 331 (Linz 4 - Line B) x § 87% '
i Annualized PISCC Amortization Expense 34 516 Exnibit Mo, JME-3e, Column O, Line 33
) Incremneantal D&M - Service LINE Responsbility 86,335 {2}
30 Annualized Maintenance Adjustment 27.538 (4]
33 Tctal Incremental Operating Expenses - Service Lines $ 3,009,309 Sum of Lines 25 30
R T .
a2 Vatiance ™ 3 {89,142)  Exnibit No IMi-4, Column D, Line 16
a Total Revenue Requirement - Service Lines $ 6,453,000 Lino 23 +! ina 35 + Line 32
T

{Vo Exhibit No. .JMB-1 and Exhibit No. SEA-1, page 1 of &)

{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 VEDD Witness James Franos, Extubd No. JMF-§, Column C, Line 16
(3) PISCC 18 acerued 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,

(#) Suppon provided by VE DR Winess tames Franos, Exmbt No. JMS-5. Column G, Line 37
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VECTREN ENERGY DELIVERY OF OHIO, INC.

DISTRIBUTION REFLACEMENT RIDER
ORR REVENUE REQUIREMENT VARIANCE

Lins Descripbon e, R _
1 Ruwvenus requiremenl for January 2011 - Awgust 2081 per Case No, 10 G685 GA 5 1 B57 889
RUR. Exhibif SE.A-84, Page Sof 5. Lne 14 I
2 Less, DRR Recoveries Jmdary 2011 - August 2011 {1950 8453
3 CRR {Qver)/Under Recovery for Eight Months Ended August 31, 2011
4 Ravenue requiremont for Sepiember 2011 - Dacember 2811 per Case Mo, $1-2776- $ 1 B52 002
GA-RDR, Fxnibit 5FA-51, Pege 5of 5 Line 5 e
-l Loss' URR Racovenss Septomber 2011 . December 20t 8713103
6 BRR {CveryUmier Recovery for Four Months Ended December 31, 2014
¥ DRR {Over¥Under Recovery for Twitve Months Ended December 21, 2011
8 {OvarjfUnder Recovery - Mains and Services Allocation
Revenue DRR Variance
Destription __Reyuirement e Allocastion
2010 A B C=Line3"8
a Mams 3 B&1 463 23 (P4 $ (?7.460)
G Sorvicgs 213527k TT 0% IO 123
1" Talal % 2.785,741 109 0% 5 (47,5953
2011 p® E F=LineB"E
12 Mains % 1.505,621 27.0% 3 {5,150}
12 SERVICOS 4,035,204 73.0% (13,849
14 Total 3 5540825 100 0% B (19,108
15 Total Main {Over) Rerovery Variance $ (27,619)
16 Total Services ((ver} Recovery Varance 3 (B9,142)
17 DRR Recoyeries by Month;
1€ . Recovery - [ 3 Reference
1a Jarwzry 2019 3 07 654 Fxhibil No IMB-Aa, Cokunin i Line 1
20 Fetruary 2617 283,108 Exiubid No, JMBAa, Cokunn H Line 2
21 Maich 2013 257022 Exbibil No. JMBda. Coinn i, Luie 3
2z April 2011 236,920 Exhibil No. JMB 4a. Columin H, Liruz 4
23 Way 2011 218,033 Exhibit No JMB-4a. Cokbimn H. Line 5
24 June 2011 217,142 Exhibil No. JMB 4a. Uolimn H, Line b
5 July 2011 213,610 Exhibil No. JMB 4a, Column H, Liise 7
26 August 2811 215,163 [ xhibil No. JMB3 4a. Column H. Line B
27 Seplamber 2011 368,021 Fxchibil Mo. IMEB-4a, Column H, Line &
2B Colober 2011 497 278 Fxhibil No IMB-4a, Colemn i, Line 13
28 November 2011 472,480 Cdnbit No JMB-4a, Cokimin H, Line 11
30 December 2011 533,311 Exhiblt No. JMB-4a, Cokmmin H, Line 12
31 Total DRR Recoveries 5 821,752

Notes:

(1) Revenue Reguiremnent par Casg No 100595 GA RNR (Fxhibil SFA-S4. Page 1 0! 5)
(?) Revenue Requhement per Gass No. 11-21 76 GA- R (Exhbit SEA-S1 Page 1 0T 5;

Exhitil No. JMB-4

Page 1011
UL S Refetenve
- Sunof Lowes 19-28)
{97,653 Ling1 + Line 2
- {Sumof Linas 2/.30)
(19,108 Lined +Line s
{118,761} Linc 3 + Line &
Line 3
Lins &
Lhe 94 Line 12 To MB-Z, Line 23

Line 10+ Line 13 ToJMB-1 Line 12
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DIRECT TESTIMONY OF SCOTT E. ALEERTSON

INTRODUCTION

Please state your name and business address.
Scott E. Albertson
One Vectren Square

Evansville, Indiana 47708

What position do you hold with Applicant Vectren Energy Delivery of
Chio, Inc. (“VEDO" or “the Company”}?

| am Director of Regulatory Affairs for Vectren Utility Holdings, Inc.
("VUHI"}, the immediate parent company of VEDO. | hold the same
position with two other utility subsidiaries of VUHI -- 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").

Please describe your educational background.
| received a Bachelor of Science degree in mechanical engineering from

Rose-Hutman institute of Technology in 1984,

Are you a Registered Professional Engineer?
Yes. [ have been a professional engineer in Indiana since 1990

(registration number 900464).

Albertson Direct Testimony 1
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Please describe your professional experience.

| have over 25 years' experience in the utility industry, primarily in the
operations and engineering areas. | began my career with Ohio Valley
Gas Corporation in a project engineering position. | have worked at VUHI
and its predecessor companies since 1887 in a variety of positions
including Operations Staff Manager, Assistant Chief Engineer, Director of
Engineering Projects, and Director of Engineering. Prior to assuming my
current role in 2004, | was Director of Technical Services with responsibility

for engineering and technical support for all VUHI utility operations.

What are your present duties and responsibilities as Director of
Reguiatory Affairs?
I have responsibility for reguiatory matters of the regulated utilities within

VUHI, inciuding proceedings before the Indiana and Ohio utility regulatory

.commissions.

Have you previously testified before this Commission?

Yes. | 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.

Albertsan Direct Testimony 2
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What is the purpose of your testimony in this proceeding (“2012 DRR

Filing”)?

A. My testimony in this proceeding supports the proposed DRR charges, as
well as the proposed tariff sheet, and associated biill impacts.

Q. What exhibits are attached to your testimony?
The following exhibits which have been prepared by me or under my
supervision are attached to my testimony:
Exhibit No. SEA-1, Pages 1 through 5 — DRR - Derivation of Charges;
Exhibit No. SEA-2, Page 1 of 1 - DRR ~ Tariff S-heet; and
Exhibit No. SEA-3, Page 1 of 1 - DRR — Annual Residential Customer Bill
Impact.

BACKGROUND

Q. What is the DRR?

The Public Utilities Commission of Ohio ("Commission”) approved a
Stipulation and Recommendation in VEDQO's last general rate case, Case
No. 07-1080-GA-AIR (*Approved Stipulation”). The DRR was part of the
Approved Stipulation, and recovers
= a return on and of investments made by the Company under an
accelerated bare steel and cast iron pipeline replacement program
(“‘Replacement Program”), inclusive of capitalized interest (or post-
in-service carrying costs ("PISCC") associated with the

Replacement Program,

Albertson Direct Testimony 3



10

11

12

13

14

15

16

17

18

19

20

21

22

« the actual deferred costs resulting from compliance with the
Commission-ordered riser investigation in Case No. 05-463-GA-
COl,

» the costs associated with the replacement of prone-to-fail risers over
a five year period ("Riser Program”), and

= the incremental costs of assuming responsibility for service lines.

Savings of certain Operation and Maintenance ("O&M") expenses are
also included as a credit in the derivation of the DRR revenue

requirement.

Are you familiar with the Stipuiation and Recommendation approved
by the Commission in Case No. 10-595-GA-RDR (“the 2010 DRR
Stipulation”) and the Stipuiation and Recommendation approved by
the Commission in Case No. 11-2776-GA-RDR (“the 2011 DRR
Stipulation"”)?

Yes, | am.

Please describe the 2010 DRR Stipulation.

The 2010 DRR Stipulaticn indicated that VEDO should work with Staff prior
to filing its next DRR application, the 2011 DRR Filing, in order to include
more detailed schedules as described in Staff's comments filed in Case
No. 10-595-GA-RDR and that VEDO should make two (2) changes to the
DRR revenue requirement filed in the 2010 DRR Filing which resulted in

revised DRR rates.

Albertson Direct Testimony 4
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Please describe the 2011 DRR Stipulation.

The 2011 DRR Stipulation indicated that VEDQO should make two (2)
changes to the DRR revenue requirement filed in the 2011 DRR Filing
which resulted in revised DRR rates. Those changes included adjusting
the revenue requirement by $4.832 to eliminate the compounding of
PISCC and by $18,468 to reflect the most current interpretations and

guidance available for the tax treatment of depreciation.

Did VEDO comply with the terms of the 2010 and 2011 DRR
Stipulations?

Yes. VEDO modified its schedules per the 2010 DRR Stipulation. VEDO
also medified its 2011 DRR Filing as described above and as per the 2011
DRR Stipulation in its DRR Stipulation Exhibit 1 and implemented revised
DRR rates resulting from those modifications. VED(O's 2012 DRR Filing 1s
consistent with those same maodifications related to the classification of
meter move-out costs and permitting costs {(as per the 2010 DRR
Stipulation) and the elimination of the compounding PISCC and tax

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

How do VEDO’s customers benefit from the DRR?

As more fully described in VEDO witness James M. Francis’ testimony,
VEDO customers will realize significant benefits as a direct result of the
Replacement and Riser Programs and the DRR mechanism. Because the
Company is provided an opportunity to more quickly recover its

investments under the programs, VEDO's customers will more quickly

Alberison Direct Testimony 5
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realize enhanced service reliability levels than would be realized under a
more fraditional regulatory paradigm. Over time, customers will also
benefit from a diminution of O&M costs related to distribution mains
Moreover, the elimination of active leaks achieved by replacement of bare
steel and cast iron pipefines in a given year will result in a reduced level of
O&M expenses reflected in the DRR andfor base rates prospectively.
Finally, customers are no longer required to directly bear the out-of-pocket
cost of service line repair or replacement since the Company has assumed

that responsibifity.

PROPOSED DRR

Q.

Please describe the DRR proposed herein.

VEDQ has proposed a DRR based upon Replacement Program and Riser
Program costs for all projects placed in service as of December 31, 2011,
The DRR revenue reguirement proposed by VEDO witness Janice M.
Barrett, which also includes the other cost components described
previously, is used to derive the DRR charges which are presented in the

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

Please describe Exhibit No. SEA-1.

Exhibit No. SEA-1 contains the filing schedules o support the derivation of

the Company's proposed DRR.

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

requirement and charges by rate schedule. The rate schedule allocation

Albertson Direct Testimony ‘ 5]
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factors from page 2 of 5 (described below) are mulliplied by the total

revenue requirement (from Exhibit No. JMB-1) to determine the aliocated

revenue requirement by rate schedule. For residential (Rates 310, 311
and 315), smali general service (Group 1 customers served under Rates
320, 321 and 325, hereinafter referred to as "Group 1 Customers”), and
Rate 3471 customers, the allocated revenue requirement for each rate
schedule is then divided by the number of customers in each rate
schedule, and then divided by 12, to determine the monthly DRR charge
applicable to customers in those rate schedules. For larger customers
(Group 2 and Group 3 customers under Rates 320, 321 anc 325
hereinafter referred to as “Group 2 and Group 3 Customers™) and all
customers receiving service under Rates 345 and 360, the allocated
revenue requirement for each rate schedule is divided by the projected
annual throughput for each rate schedule to determine the DRR charge per

Ccf applicable to those raie schedules.

Exhibit No. SEA-1, Page 2 of b lists the rale schedule distribution mains

and service lines allocation factors from Case No 07-1080-GA-AIR. These
allocation factors are used to allocate the mains and service lines revenue

requirements to the various rate schedules.

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

revenue requirement allocation is determined. Due to the similarity in
facilities required to serve Group 1 Customers and those required to serve

residential customers, and consistent with the Commission’s order in Case

Albertson Direct Testimony 7
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No. 07-1080-GA-AIR, VEDO presents a DRR charge to Group 1
Customers equal to the DRR charge applicable to residential customers.
The residential DRR charge is mubtiplied by the number of Group 1
Customers, with that result multiplied by 12 to determine the annual DRR
revenue requirement to be recovered from Group 1 Customers. The
Group 1 Customer revenue requirement s then subtracted from the total
revenue reguirement aliocated to Rates 320, 321 and 325. The resulting
amount is then divided by the projected annual throughput for Group 2 and
Group 3 Customers to determine the DRR charge per Ccf applicable to

those customers.

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

each rate schedule.

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

periods September 2012 through December 2012 and January 2013
through August 2013. These are the twelve months during which the
proposed DRR is projected to be in effect. The purpose of this schedule is
to provide the basis for determining the revenue requirement recavery
variance applicable to the period of September through December 2012,
since in the next annual DRR filing VEDO will reconcile actual costs and
actual recoveries through December 2012, The variance determined on

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

' Recoveries applicable to January through August 2012 were included in the determination of the
final DRR revenue reguirement in the 2011 DRR Fihing.

Alpertson Direct Testimony 8
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services based upon the approved revenue requirement in VEDO's 2011
DRR Filing. The allocated variances are added to the annual revenue

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

Exhibit Nc. JMB-3 respectively, for investments made in 2011. Likewise, in

the 2013 DRR filing the variance applicable to the period of January
through August 2013 will be based upon the recoveries for that pericd as
identified on Page 5. My testimony in Case No. 07-1080-GA-AIR

supported this methodology.

Please describe Exhibit No. SEA-2.

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

containing the proposed DRR ¢harges. Tariff Sheel No. 45, Sixth Revised

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

Please describe Exhibit No. SEA-3.
The annual impact of the proposed DRR on a residential customer is

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

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

Albertson Direct Testimony 9
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plans for 2012 including expected investment, expected location of the
infrastructure replacement work and the expected miles of pipe to be
replaced. Finally, the Company has not exceeded the cap on DRR

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 Cust‘omers
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 custemer 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 tv zero) effective March 1, 2010, and the remaiming variance was

included in the determination of the DRR revenue requirernent in its 2010

Albertson Direct Testimony 10
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DRR Filing sponscored by VEDO witness Barrett. VEDO implemented the
DRR charges from the 2011 DRR Filing on September 1, 2011. Variances
from September 2011 through December 2011 have been included in the
determination of the DRR revenue requirement in this proceeding. While
costs which may have been incurred to complete the riser investigation
work can no longer be identified specifically, the ongoing annual
reconciliation of DRR variances ensures that VEDO has had an opportunity

to recover its costs associated with the riser investigation.

Q. Does this conclude your direct testimony?

A Yes, at this time.

Albertson Direct Testimony 1



Rale
Schedule
31013141315
32073217345
Group 1
Grop 243
34
345
360

Tolat (a}

YECTREN ENERGY DELIVERY OF DHIO
DISTRIBUTION REPLACEMENT RIDER
DERIVATION OF CHARGES

(A) {8 (C}
Mains Service Lines
Aliocated DRR Allccated DRR Total DRR
Revenue Revenue Revenue
Reuuwitennnt (kb Beguitement {b) Regurerent
1AY + (B}
$1.334715 $5.498 7 36,831 533
$507.785 §915.085 $1.422 840
3368,721 (b
$1.054,109 (d)
399 3146 5244
$133.302 528,338 $161 640
$195.091 $12.544 %207 635
$2.170,952 36452 000 38 623.992

(o)

Customer

Count [c)

288,051

15 441

]

Proposcd DRR
per Customer

(C){Dy12

31.98

3192

310.19

(a) Mains and Service Revenur Requrerment shown on Exhibit No. JMB 1, Lines 1 and 2 respectively.
(b} Reflects revenue requierment mulliphed by allocation factars shown on Exrutal No, SFA-1 Page 7
(c) 2012 Budged - Cuslomer Counl ana Velumes

(d} From Lxhibit No. SEA-1. Page 3

Fi

Annual
Volumes ()
Gy

59 861 679

47,551,025

93,053 D66

Exhibit Mo SFA-1
Page 1 of 9

(G

Proposed
ORR per Cef
{CH(F)

§0.01509

$0.00340

3000223



VECTREN ENERGY DELIVERY OF OHIO
DISTRIBUTION REPLACEMENT RIDER
RATE SCHEDULE ALLGOCATION FACTORS

Mains

Rate Allocation

Schedule Description Factars (@)
(%)

310/311/315 Residential DSS/SCO/MTranspartation 61.480%
32013211325 General DSS/SCOMransportation 23.390%

341 Dual Fuel 0.005%

345 Large General Transportalion 6.140%

360 Large Volume Transportation 8.586%
Total  100.000%

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

Exhibit No. SEA-1
Page 2 of 5

Service Line
Allocation

Factors (b)
(%}
85.184%
14.180%
0.002%
0.435%
0.194%

100.000%



VECTREN ENERGY DELIVERY OF QHIO
DISTRIBUTION REPLACEMENT RIDER
ALLOCATION OF REVENUE REQUIREMENT - RATES 320, 321 AND 325

Description

Proposed DRR - Rate 310/311/315
Propesed DRR - Rate 320/321/325 - Group *
Customer Count - Group 1

Revenue Requirement - Group 1 {1}
Revenue Reguirement - Total 320/321/325

Revenue Requirement - Group 2 & 3 (1)

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

Amount
$1.99
5199
15,441

$368.731

$1.422,840

$1,054,109

Per Month

Per Month

Exibit No. 3EAA
Page 3of 5

Reference

Exhibit No. SEA-1, Page 1
Line {1]

Exhibit No. SEA-1, Page 1
Ling {2} x Line [3] x 12
Exhibit No. SEA-1, Page 1

Line {5] - Line [4]



Exhiit No SFA 1

Page 40f &
VECTREN ENERGY DELIVERY OF OHIO
DISTRIBUTION REPLACEMENT RIDER
RATE SCHEDULE BiLL IMPACTS
) L) <) () {E]
Hale Previous DRR Current DRR Incremertal DRR
tine Scnedale Present Revenue (a) Revehye Requirerment Revenue Reguiremem (c) Revenue Requirement % Increasn
(C)(8) Dy

1 31073141 £53,853,186 $2,993 351 54,311,526 51318175 2 06% [y
2 s $31 854,849 31,3659 642 $2,520.107 $1,150 465 3 G0% {B) (3}
3 BTOrA2 $12 553,529 614,741 3811 476 3196,706 1a7% {d)
4 325 $10.557 652 $309.591 $611.364 $301,773 2.86% by ()
5 3 548 956 516D £244 b5 0 50%
B 345 55,621,759 S110.168 5161640 551,472 092% (b}
7 350 37,854 582 5143143 5207635 _ 564,467 GE2% )
B Tolal $132,302 523 34,540,874 58,623.002 33,083,167 2 33%

(@) (welve months ending December 31, 2011
[ x¢'udes revenues from tormer Kate 330 customers; Rate 330 was lerrninaled cifective Aptil 14, 2610,
{7 Dues nol inchude gas cosis
{c) § rom Lxhibit No 30A-1, Page
{d) Current revenues calGulaled 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-1
Page 5of5

(A) (B) )
Allocation Apprcved
Line Month Factor {1) Recoveries {2)
1 September-12 7.46% $643,102
2 October-12 7.80% 3672512
3 November-12 B8.49% $731,862
4 December-12 9.59% $827 402
I Subtotal {To Fourth Annual DRR Filing} 32,674,879
5] January-13 10.01% $863,142
7 February-13 9.43% $813,084
8 March-13 9.08% $783.406
9 April-13 7.98% $689,144
10 May-13 7.73% 666,428
11 June-13 7.52% $648,877
12 July-13 7.46% $643,324
13 August-13 7.44% $641,709
14 Subtotal (To Fifth Annual DRR Filing} $5.749.113

(1) Based on monthly votumes / customer count {as applicable) as a percentage of annual, in 2012 Budget.

(2) Allocation Factor in Column B times totai revenue requirement.



Exhibit No. SEA-2

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
DISTRIBUTION REPLACEMENT RIBER CHARGE
The charges for the respective Rate Schedules are:
Rate Schedule $ Per Month $ Per Ccf
310, 311 and 315 $1.59
320, 321 and 325 (Group 1) $1.99
320, 321 and 325 (Group 2 and 3) $0.015089
341 $10.19
345 $0.00340
360 $0.00223
Filed pursuant to the Finding and Order dated in Case No. of the Public

Utilities Commission of Chio.

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



B

VECTREN ENERGY DELIWWERY OF GHIO
DISTRIBUTION REPLACEMENT RIDER
ANNUAL RESIDENTIAL CUSTOMER BILL IMPACT

Proposed DRR Charge Per Customer Per Month
Exhibit SEA-1, Page 1, Column {E}, Line 1

Current DRR Charge Per Customer Per Manth
incremenial DRR Charge Per Month

Months

Annual Incremental Bill Impact

Total Annual DRR Bill Impact

$1.99

$1.27

3072

12

$8.64

$23.88

Exhibit No. SEA-3
Page 1 0of 1

Refereace

Extibit No. SEA-1, Page 1

2011 DRR Filing

Line {1] - Line [2]

Line [3} x Ling {4]

Line [1] x Line [4]



This foregoing doecument was electronically filed with the Public Utilities

Commission of Ohio Docketing Information System on

4/30/2012 2:48:53 PM

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

Summary: Application Vectren Energy Delivery of Ghio, 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

Q.

Please state your name, business address and occupation.

My name is James M. Francis. My address is One Vectren Square,
Evansville, Indiana, and | am Director of Engineering & Asset
Management for Vectren Utility Holdings, Inc. (*VUHI"), the immediate
parent company of Vectren Energy Delivery of Ohio, Inc. (“VEDQ" or “the

Company").

What are your duties in your present position?

I have responsibility for engineering and technical support for VEDO utility
operations. My specific responsibilities include System Design and
Planning, Corrosion Control, Project Engineering, Compliance, Standards,
Asset Management, Pipeline Integrity Management, and Capital Planning
and Management. Additionally, | am responsible for identifying and

implementing many of VEDO's asset management programs.

Please describe your work experience.

| have been employed by VEDO since April 8, 2004 as the Director of
Technical Services. My title has subsequently been changed to Director
of Engineering & Asset Management. Prior to my current position, | have
been employed with VEDO since the purchase of the gas assets of the
Dayton Power & Light Company by Vectren Corporation in 2000.

immediately prior to my current position, | was the Regional Manager of

Francis Direct Testimony 1



10

1

12

13

14

15

16

17

18

19

20

21

Amended 7-13-2012

the Troy Operating Region with responsibility for field operations. [ also
held other positions at VEDC including Planning Manager and
Measurement Supervisor. Prior to my employment with VEDO, in 1991, |
became an employee of Dayton Power & Light serving as a Project

Engineer, System Planner and Measurement Supervisor.

What is your educational background?
| received a Bachelor of Science in mechanical engineering from the
University of Dayton in 1993. | received a Masters in Business

Administration from The Ohio State University in 2000.

Are you involved in any gas industry association activities?
Yes. | am active in the American Gas Association’s ("AGA”) Operating
Section. | am currently a member of the AGA’'s Distribution and

Transmission Engineering Committee.

Have you previously testified before this Commission?

Yes. | testified in VEDO’s most recent general rate case, Case No. 07-
1080-GA-AIR (“Rate Case”), in support of the need for recovery of certain
costs under the Distribution Replacement Rider ("DRR") proposed in that
proceeding. | also testified in VEDO's 2010 DRR proceeding, Case No.
10-0595-GA-RDR and 2011 DRR proceeding, Case No. 11-2776-GA-

RER.

What is the purpose of your testimony in this proceeding?

Francis Direct Testimony 2
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First, | will provide details on the progress of VEDO's accelerated bare
steel and cast iron replacement program (*“Replacement Program”), 1 will
discuss the status of pipe replacement, the costs incurred and the benefits
identified in 2011. | will discuss certain other issues, such as meter
relocations and plastic pipe retirements, and how these are addressed
within the Replacement Program. | will discuss the processes used to
assess and award the construction work associated with the Replacement

Program, and will provide the 2012 replacement plan.

The second portion of my testimony will discuss VEDO's riser replacement
program (“Riser Program®). | will detail the status of replacements and
costs associated with the Riser Program in 2011. | will also discuss how

the Riser Program work was awarded in 2011.

The third portion of my testimony will discuss VEDO's experience with the
change in service line ownership and responsibilities which took effect in

2009.

The final portion of my testimony will discuss identified savings resulting
from the Replacement Program as well as the additional costs incurred by

VEDOQ due to its assumption of service line responsibility in 2009,

What Exhibits are you sponsoring in this proceeding?
I am sponsoring the following exhibits:

e Exhibit No. JME-1- 2011 VEDO BS/C| Replacement Program Progress

¢ Exhibit No. JMF-2- Plastic Main Retirement Causes

Francis Direct Testimony 3
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¢ Exhibit No. JMF-3- VEDO BS/CI 2012 Replacement Plan

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

¢ Exhibit No. JMF-5- VEDO 2011 BS/CI Maintenance Expense

s Exhibit No. JMF-6-VEDO Incremental Service Line Responsibility

Capital Costs

How is your testimony organized?

My testimony is organized in four sections:

£ Bare Steel and Cast Iron Replacement Program
Il Riser Replacement Program

3 Service Line Responsibility

IvV.  O&M Savings and Incremental Costs

Bare Steel and Cast lron Replacement Program

Please provide a brief description of VEDO’s Replacement Program.

As of the end of 2010, VEDO had a total of 492 miles of bare steel and
161 miles of cast iron main remaining in its system. In the Rate Case,
VEDO proposed to replace its remaining bare steel and cast iron
infrastructure over a twenty year period at a rate of approximately 35 miles
per year. The Replacement Frogram, as approved by the Commission in
the Rate Case, includes the replacement of both mains and service lines.
Existing bare steel and cast iron mains and service lines are being retfired

as part of the Replacement Program.

Francis Direct Testimony 4
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How much bare steel and cast iron infrastructure did VEDO retire in
2011 as part of the Replacement Program?

In 2011, VEDO retired 29.4 miles of bare steel and 5.3 miles of cast iron
mains under the Replacement Program. Additionally, VEDO retired 3,633

bare steel service lines, with 3,318 of those being replaced.

How much did VEDO invest in the Replacement Program in 20117
As identified by VEDO withess Janice M. Barrett, VEDO's Replacement
Program investment for projects placed in service in 2011 was

$17,436,948. 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 in 20117

Yes. VEDO retired a total of 7,402 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. |t would have been

more costly to try and salvage that main rather than replace it. Also, there
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existed sections of plastic main at the ends of some distribution systems
being retired wherein those segments no longer served any customers;
therefore, there was no reason to continue to maintain those segments at

this time. Exhibit No. JMF-2 “Plastic Main Retirement Causes” provides a

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

project.

Did the Rate Case Stipulation contemplate the inclusion of plastic
pipe replacement costs for recovery through the DRR?

Yes. The Rate Case Stipulation, Paragraph 10(a) requires that the annual
Replacement Program construction plans are to be provided to the Rate
Case pariies on February 1 of each year and shall include, ameng other
things, the “...investment in infrastructure replacement under the program
(including service line replacement costs and the other cost components
included in the Company’'s application)....” The Rate Case Application,
Alt. Reg. Exhibit A, Page 4, discusses in detail the replacement of plastic
pipe as a part of the Replacement Program. Additionally, the Rate Case
Stipulation, Paragraph 10(c), requires that the annual application to
establish the DRR rate “. .will include the information described in
Paragraph 10(a) above for the costs incurred during the previous calendar
year,” which, as already indicated, includes the cost components,
including plastic pipe replacement, which were included in the Rate Case

Application.
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Is there any other evidence that the replacement of piastic pipe was
contemplated to be a part of the Repiacement 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 25562 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.

Does VEDO believe that the Replacement Program is achieving or
will achieve the expected henefits?
Yes. VEDO expects to experience improved service reliability and safety

through the reduction of leakage and the replacement of the mains and
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service lines that contribute most to system leaks. Proactive replacement
of this pipe, moving meters outside, and retiring the older assets will drive
workforce efficiencies. The Company was able, in 2011, to achieve
improved capital utilization by retiring more existing main infrastructure
than it was necessary to replace. Customers and property owners will
experience a reduction in the number and frequency of disturbances and
inconveniences (such as leak repair, service interruptions, etc.) as the
older sections of main are retired. VEDO has historically repaired
approximately 1 leak per miie per year on the mains retired. Additionally,
as guantified below, there are active leaks and meter orders that will be
eliminated as a result of replacing the infrastructure. The elimination of
active leaks will result in a relatively lower level of lost and unaccounted
for gas, although it is impractical to quantify a specific reduction. Finally,
VEDQO expects long term benefits in terms of reduced impacts on the
communities where public infrastructure improvements may occur after

these projects are completed.

What operational benefits did VEDO achieve as a resuit of the
Replacement Program in 20117
There are a number of operational benefits that VEDO has achieved to
date as a result of the Replacement Program.
» The replacement of these assets has reduced the number of active
leaks in VEDO's system, is expected to reduce the occurrence of

future leaks and leak repair work, and will reduce interruptions,
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inconveniences and disturbances to customers. Specifically, the
replacement projects from 2011 have allowed VEDO to eliminate
110 active leaks, of which 44 would have required a more
immediate and less efficient repair.

o Over the past 7 years, the Company has experienced an average
of 156 asset condition related meter orders on the types of assets
that were replaced in 2011. VEDO will experience a reduction in
the number of these meter orders (Outside Gas Leak, Gas
Emergency, Water in Line, and No Gas orders) through the
retirement of bare steel and cast iron infrastructure,

o VEDO moved 2,552 inside meters outside. This will eliminate the
requirement for a separate atmospheric corrosion check.

¢ Certain system components that had been used to address issues
associated with assets in poor conditicn have been eliminated,
such as the 42 drips used to remove water from low pressure
mains.

Ultimately, these types of improvements provide reliability and safety
benefits to VEDO's customers or property owners that live in the vicinity of

the replacement projects.

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

Yes. VEDO has detailed the reduction of specific work items, assets and
the estimated reduction of historically experienced work quantities, all of

which allowed VEDO to achieve maintenance cost savings attributable to
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the Replacement Program (and specific to the assets that were retired) in
2011. Quantification of the savings achieved in 2011 compared to the
baseline amount of $1,192,953 established in the Rate Case will be

discussed later in my testimony.

Were the construction projects within the 2011 Replacement
Program competitively bid?

Yes.

How were the bid packages organized, bid and awarded?

Based on the geographical Jocation of the projects, VEDO divided the
planned 2011 projects into ten (10) bid packages. Separate bid packages
were prepared for the bare steel and cast iron replacement projects and
the riser replacement work. All existing contractors could bid on any of the
10 packages but were not required to bid on all packages. If a contractor
had not performed a gas distribution replacement project for Vectren with
the last 3 years, they were deemed a new contractor and were limited to
bid on the two (2) designated entry level packages. Each bid package

was independently evaluated.

Twelve (12) different construction contractors were invited to provide bids
for the work. A pre-bid meeting was held with all of the contractors to
provide direction and to answer questions with regard to the work to be

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

sites prior to submitting bids.

Bids were submitted based on unit pricing; that is, a fixed price for a given
unit of work to be performed. VEDO used the unit prices and the
estimated work units for each project to create comparative cost
estimates. These comparative estimates were then summarized for each
bid package. Each package was evaluated based on overall cost, and the
contractor's capacity. If a contractor submitted bids on several projects,
the contractor's capacity was evaluated to ensure the potential award did

not exceed their capacity.

What is VEDO'’s replacement plan for 20127

VEDO's planned replacement projects for 2012 are identified in Exhibit
No. JMF-3. VEDO plans, in 2012, to spend approximately $18.6 Million
under the Replacement Program, replacing approximately 33 miles of
bare steel and cast iron main along with the bare steel service lines
served from those mains. As was the case in 2011, VEDO reserves the
right to modify the plan as necessary to accommodate additional or
different, higher priority projects as circumstances may change throughout

the year.

Riser Program

Please describe the Riser Program.
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As ordered by the PUCO, in 2007 VEDO began conducting an inventory
of customer owned service risers in its service territory. VEDO completed
its inventory of risers in 2008. VEDO began replacing the risers identified
as “prone-to-fail’ in 2009 and further refined the list of risers to be
replaced. As of the end of 2010, VEDO had 14,709 remaining prone-to-

fail risers to replace.

How many risers did VEDO replace in 20117
VEDO replaced the remaining 14,709 prone-to-fail risers in 2011. The
cost to replace these risers was $5,471,106 or approximately $372 per

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

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

rsers.

What is the total Riser Program cost after completion at the end of
201172

The total Riser Program cost as of the end of 2011 was $17,262,601,
which consists of the 2009 Riser Program cost of $5 451,132, the 2010
Riser Program cost of $6,340,363 and the 2011 Riser Program cost of
$5,471,106. This total estimated cost is less than the $33 million
projected spend identified during the Rate Case due to a reduction of the
number of risers to be replaced and the Company’'s use of aiternative

repiacement methods, as described below.

What methods did VEDO use to replace risers in 20117
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Where possible, VEDO used the Perfection Servi-Sert service head
adaptor to replace the service riser head. Where the Servi-Sert was not

able to be used, the entire riser was replaced.

Why was the average per unit cost of a riser replacement in 2011
$372 compared to $337 in 20107

Many of the more challenging riser replacements were completed in 2011,
which included the need to hand dig and squeeze off services as a result
of inaccessible curb stops. Additionally, there were fewer Servi-Serts
installed in 2011 than in 2010 based on varying manufactures as a result
of the existing service risers. This required more risers to be replaced
using a full riser replacement. Additionally, VEDO incurred an increase in
material costs resulting from the replacement of 86% more 1 %4 risers

{which are more costly than a 17 riser) than in 2010,

Was the riser replacement work in 2011 competitively bid?

Yes.

How were the bid packages organized, bid and awarded?
The Riser Program bid packages were organized geographically into two

(2) packages.

Twelve (12) different construction contractors were invited to provide bids
for the riser work, of which six (6) provided bids. A pre-bid meeting was

held with all of the contractors to answer questions with regard to the work
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to be performed and the bid packages to be submitted. Each contractor

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

Bids were submitted based on unit pricing for fuil replacements, service
fiser head replacements and any associated activities. VEDO used the
unit prices to create comparative cost estimates for each package. Each
package was evaluated independently, much like the Replacement

Program, and awarded accordingly.

The two (2) bid packages were awarded to the lowest two bidders based
on the comparative cost estimate. The same two (2) contractors

performed the Riser Program work in both 2010 and 2011.

Was some of the riser replacement work completed by VEDO crews?
Yes. In addition to the contracted crews, VEDO used internal crews to

complete a number of replacements.

Is VEDO's Riser Replacement Program complete?

Yes.

Service Line Responsibility

Are you able to assess how VEDO’s transition to service line
responsibility has progressed?

VEDO continues to view the transfer of service line responsibility to the
Company as a positive for both the Company and its customers. In

general, VEDO's assumption of service line responsibility has been a
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benefit to its customers. Customers no longer are required to schedule
the services of a plumber o repair or replace their service line, minimizing
inconvenience and out of pocket costs for customers. VEDO's response
times to leak calls and its repair activities reduce the amount of time
customers are out of service. The Company’s ability to adjust to an ever
changing schedule to meet the needs of customers has also been a
benefit. Also, confusion over customer responsibility for the service line
has been essentially eliminated because there is now a clear delineation
of responsibility between the customer and VEDO. Because VEDO (and
its customers) have a significant number of aged service line assets, the
annual amount of service ling replacements is significant. VEDQ has
responded to numerous leak calls, many on bare steel service lines that
have required replacement. VEDO does expect that as the Replacement
Program matures and as individual service lines are replaced, over time
this leak call activity will be reduced, as was identified in the Replacement

Program benefits.

Has VEDO experienced any incremental costs as a result of
assuming service line responsibility?

Yes. VEDO has had to repair a number of gas leaks on the portion of the
buried service line and the above ground meter setting that was previously
maintained by the customer. As a result of this change, VEDO has seen
both an increase in capital replacements and operations and maintenance

expenses to repair these leaks. Incremental capital replacement costs

Francis Direct Testimony 15
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related to service fine responsibility are included in Withess Barrett’'s DRR
revenue requirement. The incremental O&M expenses will be discussed

later in my testimony.

Maintenance Savings and Incremental Costs

Did VEDO achieve maintenance savings in 2011 compared to the
baseline amount of $1,192 9537

Yes. VEDOQ calculated its maintenance expenses incurred in 2011 by the
same method it used to calculate the baseline maintenance expense
amount of $1,192,953. The actual comparable maintenance expenses in
2011 were $870,301, resulting in a savings against the baseline of
$322,652. This amount is broken into expense reductions attributable to
mains of $350,190 and expense increases from service lines replaced,
and now owned by VEDO, of $27,538 for a net savings of $322 652
Additionally, VEDO experienced an increase in maintenance expenses of

$86,335 for those service lines thaf are not bare steel. Exhibit No. JMF-5

provides the actual 2011 maintenance expenses and a comparison
against the baseline expense amount. Additionally, this exhibit provides a

breakdown of the maintenance expenses between mains and services.

Are the maintenance savings fully attributable to the Replacement
Program?
No. While certainly the elimination of the bare steel and cast iron

infrastructure would have driven some of the cost reductions, the change
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in service line responsibilities also led to some of the savings. The reason
for this is that VEDO completed a significant number of service line
replacements that would have formerly been at the customer’'s expense.
The resources that previously had been conducting more leak repairs
instead completed service line replacements, which are capital
expenditures. As such, the maintenance expenses identified in 2011 are
not necessarily indicative of the ongoing level of O&M. Rather, they are
indicative of the work VEDO actually performed in a single year (2011).
As such, the actual maintenance savings as compared to the baseline will

change year over year.

Has VEDO experienced any incremental capital investment, beyond
the Replacement Program, as a result of assuming service line
responsibility?

Yes. VEDO has replaced a number of service lines in order to eliminate
gas leaks on the portion of the buried service line and the above ground
meter setting that was previously maintained by the customer. As a result
of this change, VEDO has seen an increase in capital costs.  In 2011,
VEDO spent, on average, $4,812 per service line replaced. The
incremental cost of the curb-to-meter portion of the service line is
approximately $1,113 per service line replaced over that experienced
during the baseline period of 2007. The incremental investment includes
the cost for the incremental length of curb to meter service line and meter

setting that was formerly installed and maintained by the customer. in

Francis Direct Testimony 17
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2011, VEDO replaced 1,354 service lines that were not associated with
the formal Replacement Program. This equated to an incremental capital
investment of $1,507,002 for service line replacements as a result of the

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

provides the calculation of the incremental investment.

Q. Does this conclude your testimony?

A, Yes.

Francis Direct Testimony 18
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Exhibil No. JMF-3

Vectren Energy Dehvery of Ohio

Page 1 af 1
o VECTREN VEDO BS/ Cl 2012 Replacement Program
: Calendar Year 2012
Estimated
Grops | Ceemar oy sueer instait | Retwre | Profect | profect cost
Footage | Foctage | Services
V441 Bellefortaine | gELLEFONTAINE Green S1, Park Si. 3010 | 4481 24 3460,750
V481 Beilefomaine | BELLEFONTAINE Lake Ave., Superiar St Ene St 1503 | 2267 53 $265.049
V-133 Centerville DAYTON Mapie 51, Clover St Liftle SL. 4405 | 6445 242 $995,.755
Yo1AT Centerville DAYTON Heaton Ave., Highland Ave 7585 | 7850 265 $996 497
V-291 Centervie DAYTON Coventry Rd. Cleaveland Ave. 4645 | 3985 | 151 $546.812
V.453 Centerville MIAMISBURG Cole ave., Park Ave. 4338 | 499 106 $500,434
V613 Centerville DAYTON Hessler St Glenn Rock, Pusell Ave 340 1,455 45 $212 567
V523 Centerville DAYTON Guncle Ave., Gebharl St 2740 | 2854 78 $401 285
yv-524 Centerville DAYION Angle St Geoige St 5165 1 5290 1565 $795,744
V530 Centeribe DAYTON Wavne Ave , Epworth Ave 6810 | 6551 239 896 4,211
V-T44 Centerte DAYTON Brown st , K St L34 | 2124 7 $171.128
V-810 Centerviile DAYTON Paterson Rd 3,777 | 3.955 83 1578 458
V-10-42 Dayton west DAYTON Ray Ave., Troy St, Edmond St 2.760 | 9420 192 $365,129
v-118 Dayton Wesl DAYTON Fith 5t _ Riverview Ave_ £ Second St 3787 | 6295 31 8452 678
W16 Dayton West DAYTON Har 5t.Leo St., Leonard St 5,385 1 4,340 252 $996 572
Y117 Dayton West DAYTON Firsi 51, Douglas Ave. Webb St. 5840 | 8,035 128 $719,724
V-118 Dayten West DAYTON Findlay si., 5. Jersey St M McGee St 44565 [ 10775 | 195 $956 945
Vo123 Dayton Wesl EATON Maple S1., E. Edison St . € Mechanic 5L 7075 | 7.010 124 $660,392
V-134 Dayten Wesl DAYTON Bollon Si., Richard St , Bantz C1, 6286 | 9214 137 5763 466
Y511 Dayton West DAYTON Pleasani St Garand St , Harbine St. 4.394 | 5560 184 $845 (115
V528 Dayton Wes! DAYTON Ryburn Ave , Bruge Ave . 2486 | 354 87 3367 68/
\V-567 Cayian West OAYTON Crchard St | Mattuson St 15t SL 4.040 ) 6285 1386 $553.704
V-595 Dayton Wesl DAYTON Edison St. Woooward 81, Howell St 2858 | 4.6486 &4 $364 658
Y-440 Fambom CEDARVILLE Elm si., Walnut S1, Norih St. 3125 1 4.5%0 53 $342 016
v-452 Fairbom XENIA Main St West St Collier 5t 8490 | 12450 | 125 $760.743
Vo612 Fanbom JAMESTOWN Maple S1. Washington St., Xenia 5l 3751 | 4448 64 $238.482
v-120 Troy NEW MADISON Cherry S, Summit St, Wayne St. 5,649 6,733 115 $643 051
V450 Troy SIONEY Mistugan Ave., Cary St . North St 4330 | 4910 1306 3411519
V520 Troy PIGUA Summit St, Willard St , Sunsel St 2108 | 3109 77 $469,132
Y-522 Troy PIQUA Garfield 51, Plum St 2892 | 2872 74 $412 008
V623 Troy SIDNEY Msami St South St Thompson St 4421 | 495 196 $685,612
TOTAL 138,954 | 173,157 3,852 $18,646.818




Exhibit No. JMF-4

Vectren Energy Delivery of Ohio

Vectren Energy Delivery of Ohio
Riser Replacement Program
Twelve Months Ended December 31, 2011

Expense Category Expense

Contract Labor 3 2,805,386
Materials b 1,127,312
Overheads $ 1,066,605
Labor $ 408,776
Other Expenses 3 63,027
Total $ 5,471,106
# Risers 14,709
Costs per Riser $ 372

Notes:

(1) Ties to Exhibit No. JMB-3a, Cofumn P, Line 11.

Page 1 of 1
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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 17" day of July, 2012 to the following

parties of record.

/s/ Gretchen J. Hummel
Gretchen J. Hummel

Joseph P. Serio

Assistant Consumers’ Counsel

Office of the Ohic Consumers' Counsel
10 West Broad Street, 18™ Floor
Columbus, OH 43215

serio@occ 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
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of
Vectren Energy Delivery of Ohio, Inc.
for Authority to Adjust its Distribution
Replacement Rider Charges.

Case No. 12-1423-GA-RDR

R

STIPULATION AND RECOMMENDATION

This case is before the Commission upon the Application filed by Vectren Energy
Delivery of OChio, 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 Commission 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 April 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(c), 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:}
2



Stipulation Exhibit 1. The parties further agree that the revenue requirement in this
case includes deferred depreciation recorded in 2011 related 1o appropriate additions.
With respect to prior DRR periods, VEDQ 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 ap.proving 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.

8. 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 forward 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.

{C28483:}



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: }



CERTIFICATE OF SERVICE

| 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.

Joseph P. Serio

Office of the Ohio Consumers'
Counsel

10 West Broad Street, 18" Floor
Columbus, OH 43215-3485

{C38483: }

/s! Gretchen J. Humme|
Gretchen J. Hummel

Thomas G. Lindgren

Devin D. Parram

Assistant Attorneys General

Public Utilities Commission of Ohio
180 East Broad Street, 9" Floor
Columbus, OH 43215



DRR STIPULATION EXHIBIT 1
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Exhibit No. JMB-51

Page 1 of 1
VECTREN ENERGY DELIVERY OF OHIQ, INC.
DISTRIBUTION REPLACEMENT RIDER
SUMMARY OF DRR REVENUE REQUIREMENT
Line Description Amount Reference
1 Mains Revenue Reguirement 3 2,181,366 Exhibit No. JMB-S2, Line 27
2 Service Lines Revenue Requirement 6,522,591 Exhibit No. JMB-53, Line 39

Annual DRR Revenue Requirement $ 8,703,957 Line1 + Line 2




VECTREN ENERGY DELIVERY OF QHIC, INC.
DISTRIBUTION REPLACEMENT RIDER
ANNUAL REVENUE REQUIREMENT - MAINS

Exhibit No. JME-52
Page 1 of 1

Line Description Amount Reference
1 Return on Investment:
2 Plant In-Service at December 31, 2011
3 Additicns - Main Replacemenis 3 19,150.236 Exhibil JMB-Za, Column O, Line 2
4 Criginal Crst - Retired Mains $ 505,092) Exhibit JMB-2b, Column Q. Line 2
§ Total Prant In-Service ] 18,645,144 Lirne 3 + Line 4
6 Less. Accumulated Depreciation al December 31, 2011
7 Depreciatien Expense - Mains 3 {464 ,213) Exmbit JMB-Ze, Column O, Line 2
8 Cost of Removal - Mains 1.101,859 Exhibit JMB-2d, Column & Line 2
9 Criginal Cost - Retired Mains 505,082 -Lire 4
10 Total Accumulated Depreciation $ 1,142,838 Sum of Lines 7 - 9
1 Met Deferred Post In-Service Carrying Cosis (PISCC)™ $ 1,029,350 Exhibit JMB-2a, Column 0, Line 4
12 Deferred Depreciation Regulatory Assel Balance - WMams $ 113,872 Exhibit JMB-S2h, Solumn B, Ling 15
13 Net Deferred Tax Balance - PISCC $ {360,273} -Line 11 x 35%
14 Deferred Taxes on Depreciation % (5,089,446} Exhibit No JMB-2g, Line 18
15 Deferred Taxes on Deferred Depreciation Regulalary Asset $ {39,785) Line 12 x 35%
16 Net Rate Base % 15,441,500 Sum of Lines 5 and 10-1%
17 Pre-Tax Rate of Return 11 87% Case No 07-1080-GA-AIR
18 Annualized Return on Rate Base - Mains $ 1,802,023 Line 16 x Ling 17
et
19 Operations and Maintenance Expenses
20 Annualized Property Tax Expense % 409 462 Exhibit No. JMB-2f, Line 17
21 Annuahzed Depreciation Expense 330,019 Ling5x 177%™
22 Annualized PISCC Amertization Expense 15,820 Exnibit JMB-2e, Column D, Line 13
23 Annuaiized Deferred Depreciation Amorlization Expense - Mains 1,761 Exhipit JMB-52h, Cofumn B, Line 17
24 Annualized Maintenance Adjustment {350,190) {2)
25 Total Incremental Operating Expenses - Mains $ 406,962 Sum of Lines 20-24
26 Variance $ (27,619) Exhizit JMB-4, Line 15
27 Total Annual Revenue Requirement - Mains $ 2,181,366 Lingz 18 + Line 25 t Line 26

(1) FERC Account 676 deprecialion rate approved in Case No. 04-0571-GA-AIR.
(2) Support provided by VEDO Witness James Francis. Exnibit No. JMF-5, Column C. Line 23.

—_— .
{Te Exhibit No. JMB-$1 and Exhibit No, SEA-S1, page 1 of §)

(3) PISCC is accrued at an annual rate of 7.02% from the in senvice date untit investments are reflected in the DRR rate.

as appraved in Case No 07-1080-GA-AIR.
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VECTREN ENERGY DELIVERY OF OHIO, INC.

DISTRIBUTION REPLACEMENT RIDER

ANNUAL REVENUE RECQUIREMENT - SERVICE LINES

Exhibit No. JMB-§3
Page 1 of t

Line Descnplion Amount Reference
1 Refurn on Investment:
2 Plart In-Service at December 31 2011
3 Additions - Services Replacemenis (Bare Steel/Cast Iron) 3 15,892,321 Exhibit JMB-3a, Column O, Line 2
4 Additions - Meter installalion {Bare Steel/Cast Iran) 3,381,357 Exhibit JMB-3a, Column Q, Line 3
5 Additions - Services Replacements (Service Line Responsibilily) 3627,480 Exhibit JMB-2a, Colurmn O, Line 4
[ Additions - Natural Gas Risers 17,262,601 Exhibit JMB-2a, Column O Line 5
7 Orignal Cost - Retired Services (119,088) Exhibst JMB-3b, Column @, Line 2
8 Orniginal Cost - Retired Mater Instaliation 11,537) Exhibit JMB-3b, Colurmn O, Line 3
8 Total Piant In-Service $ 40,033,154 Sum afLines 3-8
10 Less' Accumulated Depreciation at December 31, 2011
11 Depreciation Expense - Services ] (1,106,444) Exhitit JMA-3¢, Columa O, Line 2
12 Depreciation Expense - Matar Installation [53,268) Exhibit JMB-3c, Column C, Line 3
13 Depreciation Expense - Matural Gas Risers {1.994173) Exhibit JMB-3c, Column ©, Line 4
14 Cost of Removal - Services 1,256,839 Exhipit JMB-3d, Column Q. Line 2
15 Griginal Cosl - Retired Services 119.068 -line?
16 Qriginal Cosl - Retired Meter Installation 11,537 -Line 8
17 Total Accurnulated Deprecialion % {1.056,441) Sum of Lines 11 - 16
16 Net Defarrad Post In-Sarvice Carrying Costs (PISGC)Y™ k] 1,961,468 Exhibit JMB-3e, Column @, Line 10
19 Deferred Deprecialion Regulatory Asset Balance - Services ] 729,103 Exhibil JMB-S3h, Page 1, Column 8, Ling 19
20 Deferred Deprecialion Regulatory Asset Balance - Meter Installation 3 16,232 Exhrbil JMB-53h, Page 2, Column 8, Line 15
21 Net Deterred Tax Balance - PISCC % (686,514) -Line 18 x 35%
22 Deferred Taxes on Depraciation $ {9,978,894) Exhibit No. JMB-3g, Line 30
23 Deferred Taxes on Deferred Depreciation Regulalory Asset - Services % {255,188} -Line 19 x 35%
24 Deterred Taxes on Deferred Depraciation Regutatory Asset - Meter Instaliation 3 {5.881) -Line 20 x 35%
26 Net Rale Base 3 30,757 242 Sum of Lines 9 and 17-24
26 Fre-Tax Rate of Return 1167% Case Mo 07 1080 GA-AIR
27 Annualized Return on Rate Base -Service Lines 3 3,589,370 Line £5 x Line 26
23 Operations and Maintenance Expenses
28 Annuabzed Property Tax Experse ¥ §71.098 Exhibil No. JMB-31, Line 24
30 Annualized Deprecialion Expense - Services 1,928 491 {Ling 3+ Lines 5-7) x 5 26% "
31 Annualized Deprecialion Expense - Meter Installation 61,331 {Line 4 + Line 8)x 182%
az Annualized PISCC Amortization Expense 34516 Exhibit No JMB-3e, Celumn O, Ling 33
33 Annualized Deferred Deprecialion Amortization Expense - Servicas 12,759 Exnioit JMB-83h, Page 1, Column 8, Line 21
34 Annualized Deferred Depreciation Amontization Expense - Meter Installation 293 Exfubil JMB-83h, Page 2, Column B, Line 17
36 Incremenrital 0&M - Service Line Responsibility 86 335 2)
36 Annualized Maintenance Adjustmenl 27,638 {4}
37 Total Incremental Operating Expenses - Service Lines § 3,022,363 Sumn of Lines 29-36
38  Vvariance ™ $ {89,142} Exhibit No JMEB-4. Cotumn O Line 16
39 Total Revenue Requirement - Service Lines ] 6,522,691 Line 27 + Line 37 + Line 38

(To Exhibit No. JMB-S1 and Exhibit Nc. SEA-51, page 1 of 5}

{1} FERC Accounl 880 (Line 26) and FERC Account 682 {Line 27} depreciation rales approved in Case No. 04-0571-GA-AIR.

{2} Supporl provided by YECD Witness James Francis, Exhibit No JMF-§ Column C Line 16
{3} PISCC is accrued al an annual rate of 7.02% from the 1n service date unul invesiments are reflected in the DRR rale

as approvad in Case No 07-1080-GA-AIR

{4) Supporl provided by VEDO Witness James Francis, Extubit No. JMF-5, Column C. Line 17
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Line

Rate
Schedule
310311315
320/3211325
Group 1
Group2 & 3
kE|
345
360

Total {a)

VECTREN ENERGY DELIVERY OF CHIO
DISTRIBUTION REPLACEMENT RIDER
DERIVATION OF CHARGES

(A B (€)
Mains Service Lines -
Allocated DRR Allocated DRR Total DRR
Revenue Revenue Revenue
Reguirement (& Reguirement (k) Requirement
(A)+(8)
$1,341,093 $5,556,198 $6,897.291
$510,211 $924 924 $1.435135
$372,437 (d}
$1,082.698 (d)
$99 $147 $247
$133,939 $28.643 $162 583
$196,023 312679 $208,702
$2,181,366 $6,522,591 $8,703,957

() (E}
Proposed DRR
Customer per Customer
Count (c} Per Month
GOz
286,051 3201
15,441 §2.01
2 $10.27

ta} Mains and Senvice Revenue Requirement shown on Exhibit Mo. JMB-S1, Lines 1 and 2 respectively.
(b} Reflecls revenue requirement multiplied by allocalion factors shown on Exhibit Mo, SEA-S1, Page 2
{c) 2012 Budget - Custemner Count and Volumes

1<d) From Exhibit No SEA-S1, Page 3

Exhibit Mo SEA-S1

Page 10/ 5
(F (G)
Annual Proposed

Volumes {c) CORR per Ccf

(Ccfy (CHF)
69,861,679 30.01521
47 551,025 $0.00342
93,063,056 50.00224



VECTREN ENERGY DELIVERY OF OHIO
DISTRIBUTION REPLACEMENT RIDER
RATE SCHEDULE ALLOCATION FACTORS

Mains
Rate Allocation
Schedule Description Factors (a)
(%)
310/311/315 Residential DSS/SCO/Transportation 61.480%
320/321/325 General DSS/SCO/Transportation 23.390%
341 Dual Fuel 0.005%
345 Large General Transportation 6.140%
360 Large Velume Transportation B8.986%
Total 100.000%

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

Exhibit No. SEA-S1
Page 2 of &

Service Line
Allocation

Factors (b}
{%)
85.184%
14.180%
0.002%
0 439%

0.194%

100.000%
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VECTREN ENERGY DELIVERY OF OHIO
DISTRIBUTION REPLACEMENT RIDER
ALLOCATION OF REVENUE REQUIREMENT - RATES 320, 321 AND 325

Description

Proposed DRR - Rate 310/311/315
Proposed DRR - Rate 320/321/325 - Group 1
Customer Caount - Group 1

Revenue Requirement - Group 1 {1}
Revenue Requirement - Total 320/321/325

Revenue Requirement - Group 2 & 3 (1)

Notes:
(1) to Exhibit No. SEA-S1, Page 1

Amount
$2.01
52.01
15,441

$372.437

$1,435,135

$1,062,698

Per Month

Per Month

Exhibit No. SEA-51
Page 3 of 5

Reference

Exhibit No. SEA-S1, Page 1
Line [1]

Exhibit No. SEA-S1, Page 1
Line [2] x Line [3]x 12
Exhibit No. SEA-S1, Page 1

Line [5] - Line [4}



Rate
Schedule

310/311
35
3200321
326
341
345
360

Total

(A)

Present Revenue {a}

VECTREN ENERGY DELIVERY OF CGHIQ
DISTRIBUTION REPLACEMENT RIDER
RATE SCHEDULE BILL IMPACTS

= )

Previous DRR
Revenue Requirement

Current DRR
Revenue Requiremeni {c}

Exhibil No. SEA-S1
Page 4of 5

o 5]

Incremental DRR

Revenue Requirement % Increase

(C)-(B) (DA
563,853,188 $7.993 357 §4,352,964 $1,359,613 213%  (d)
$31,934.84% £1.269 642 §2,544,327 §1,174,685 3.66% (b} (d}
312,563,620 5814 771 $818.498 $203 727 162%  (d)
$10 557,652 £309.681 3616 537 $307,046 291% (k) idy
$16 986 $160 $247 $87 0.51%
35621 750 ST10 6% $162,583 $52 415 0.83% (b}
$7,854.582 $143,142 3208.702 $65, 559 0B3% ()
§132 382,523 55,540,825 $8,703,857 $3,163.132 2.39%

(a) Twelve months ending December 31, 2011
Excludes revenues fram former Rate 330 customers: Rate 330 was terminated effective April 14, 2010,

{b} Does not include gas cosis

{c) From Exhibit No. SEA-S1, Page 1

(dy Current revenues calculated as unit rate imes Number of custemers



Exhibit No. SEA-S1

Page 5 of 5
VECTREN ENERGY DELIVERY OF OHIO
DISTRIBUTION REPLACEMENT RIDER
DETERMINATICN OF APPROVED RECOVERIES
BY CALENDAR MONTH
{A) {B) {C)
Allocation Approved
Ling Manth Factor (1) Recoveries (2)

1 September-12 7.46% $649,157
2 October-12 7.80% $678,802
3 November-12 8.49% $738,825
4 December-12 9.59% $834,935
5 Subtotal {To Fourth Annual DRR Filing) $2,901,519
2] January-13 10.01% $870,944
7 February-13 9.43% $820,502
8 March-13 9.08% $790,588
9 April-13 7.99% $695,584
10 May-13 7.73% $672,688
11 June-13 7.53% $654,991
12 July-13 7.46% $649,387
13 August-13 7.44% $647,754
14 Subtotal {Te Fifth Annual DRR Filing) $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-52

Page 1 of 1
VECTREN ENERGY DELIVERY OF OHIC, INC. Sheel No. 45
Tariff for Gas Service Sixth Revised Page 2 of 2
PU.CO. 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 $2.01
320, 321 and 325 (Group 1) 52.01
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 Chio.

Issued: Issued by: Scott E. Albertson, Vice President Effective:



"

Exhibit Ng. SEA-33

Page 1 of 1
VECTREN ENERGY DELIVERY QF OHIOQ
DISTRIBUTION REPLACEMENT RIDER
ANNUAL RESIDENTIAL CUSTOMER BILL IMPACT
Line Reference
1 Proposed DRR Charge Per Customer Per Month $2.01 Exhibit No. SEA-S1, Page 1
Exhibit SEA-51, Page 1, Column (E}), Line 1
2 Current DRR Charge Per Customer Per Manth $1.27 2011 DRR Filing
3 Incremental DRR Charge Per Month $0.74 Line [t} - Line [2]
4 Months 12
5 Annual Incremental Bill Impact $8.88 Line [3] x Line [4]

6 Total Annual DRR Bill Impact $24.12 Line [1] x Line [4]




DRR STIPULATION EXHIBIT 2

{C38483: }



VECTREN ENERGY DELIVERY OF OHIO, INC. Sheet No. 45
Tariff for Gas Service Sixth Revised Page 2 of 2
PUC.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 Ohig,

Issued Issued by Scott E. Albertson, Vice-President  Effective
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PREFILED TESTIMONY OF KERRY 1. ADKINS
INTRODUCTION

Please state your name and business address.
My name is Kerry J. Adkins and my business address is 180 East Broad Street, Co-
lumbus. OChio 43215-3793.
By whom are you empioyed and in what capacity?
1 am employed by the Public Utilities Commission of Ohic (“Commission” or “PU-
CQO™) as a Public Utilitics Administrator in the Accounting and Electricity Division
of the Utilitics Department. In that capacity, I manage and participate on Commis-
sion Staff (“*Staff”) teams that review natural gas, electric, and water utilities” appli-
cations for recovery of certain costs associated with infrastructure replacement pro-
grams, In addition, I serve on Staff teams that review utility applications in base rate
proceedings and perform other related duties as assigned.
Please briefly describe your educational background and work experience.
I received a B.A. degree in history and political science from Ohio Northern Univer-
sity and a Master of Public Administration degree with concentrations in regulatory
policy and fiscal administration from The Ohio State University. I began my em-
ployment with the PUCO in 1989 as a Researcher IT in what was then the Consurer
Services Department’s Nuclear Division. Since that time, | have held a number of
analyst and management positions at the Commission. I was assigned to my present
position in January 2008. Prior to my employment with the PUCO, I was employed

as the Administrative Deputy for the City of Whitehall, Ohio.
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Have you previously testified before the Commission?
Yes. 1 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?
1 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 in 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 Ghio (“VEDO” or “Compa-
ny”") and the Staff agree that:
The Stipulation represents an overall compromise and resolution of the issues raised
in this proceeding;
VEDO will increase its proposed Distribution Replacement Rider (“DRR”) revenue
requirement by $79,965 to include return on and amortization of deferred deprecia-
tion expenses. Staff and VEDO agree that VEDO is entitled to recover return on and
amortization of deferred depreciation expenses pursuant to the Commission-

approved Stipulation filed in Case No.07-1080-GA-AIR, where the Commission in-
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11

12

13

14

15

itially authorized the Distribution Replacement Program.! Although it was entitled
to recover return on and amortization of deferred depreciation expenses. VEDO
failed to include such expenses in ifs application filed on April 30, 2012 in this mat-

ter.

VEDQ?’s total DRR revenue requirement for recovery of investments through 2011
for its Distribution Replacement Program will be $8,703,957 and will be allocated

to the Company’s rate classes of customers as follows:

Rate Per Customer Per Cef
Schedule Per Month

310/311/315 $2.01
320/321/325 Group 1 $2.01
320/321/325 Group 2 & 3 $0.01521
341 $10.27
345 $0.00342
360 $0.06166

The new rates will commence with service rendered to customers afier Commission

approval of the Stipulation.

Based on your experience with settlements reached in other proceedings before
the Commission, does the Stipulation satisfy the Commission’s criteria for eva-

lnating 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 Maiters
(2007 Rate Case), Case No. 07-1080-GA-AIR, (2007 Rate Case Stipulation at 8-14).

3
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A,

Yes. | believe that the Stipnlation 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

Do you believe the Stipulation filed in this case is the produect 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 regulatory proceedings before the Commission. There werg 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.

Which parties have signed the Stipulation?

VEDO and the Staff signed the Stipulation as a reasonable resolution of all the is-l
sues. The Office of the Ohio Consumers Counsel (“OCC”) is the only other party
to this proceeding. OCC did not sign the Stipulation.

THE SETTLEMENT BENEFITS RATEPAYERS AND
THE PUBLIC INTEREST

4
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In your opinion does the Stipulation benefit ratepayers and the public interest?
Yes. The adjustment to VEDO’s revenue requirement and the resuliing increases to
the proposed DRR rates correct an omission in VEDO's original Application in this
case and will allow it to recover deferred depreciation expenses which it is due.
Scitiement 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 turn, 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 PRINCIPLE 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?

Yes.



CERTIFICATE OF SERVICE

I hercby certify that a copy of the foregoing Pre-filed Testimony of Kerry J. Ad-
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21 East State Street, 17" Floor
Columbus, Ohio 43215
ghummel@mwnemb.com
fdarr@mwnemh.com

Attorneys for Vectren Energy
Delivery of Ohio, Inc.
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Devin D. Parram
Assistant Attorney General

Joseph P. Serio
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10 West Broad Street, 18™ Floor
Columbus, Ohio 43215

serinf@occ.state.oh.us

Attorney for the Office of the
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