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PREPARED DIRECT TESTIMONY 

OF TAMALEH L. SHAEFFER 

 

I. INTRODUCTION 1 

 2 

Q. Please state your name and business address. 3 

A. My name is Tamaleh (Tami) L. Shaeffer. My business address is 290 West 4 

Nationwide Blvd., Columbus, OH  43215. 5 

 6 

Q. By whom are you employed? 7 

A. I am employed by NiSource Corporate Services Company (“NCSC”), a 8 

management and services subsidiary of NiSource Inc. (“NiSource”) and af-9 

filiate of Columbia Gas of Ohio, Inc. (“Columbia” or the “Company”), as a 10 

Regulatory Rate Case Execution Manager in the Regulatory and Utilities 11 

Planning Department. 12 

 13 

Q.  Will you please state briefly your educational background and experi-14 

ence? 15 

A. I graduated from The Ohio State University in 2003 with a Bachelor of Sci-16 

ence degree in Business Administration, with a major in Finance. I have 17 

seventeen (17) years of experience working in the regulatory and account-18 

ing departments supporting the NiSource gas distribution companies, in-19 

cluding Columbia Gas of Ohio, Inc. In August of 2015, I was named as a 20 

Manager in the Regulatory Department for NCSC, which is the position I 21 

currently hold.   22 

   23 

Q.  What are your current job responsibilities? 24 

A. As a Manager in the Regulatory Department for NCSC, my principal re-25 

sponsibilities include planning, preparation, and oversight of the revenue 26 

requirement and cost of service for base rate proceedings, providing sup-27 

port for various informational and rate filings, and other duties as assigned.  28 

NCSC provides, among other services, accounting and regulatory-related 29 

services for the NiSource distribution companies, including Columbia.   30 

  31 

II. STATEMENT OF PURPOSE 32 

 33 

Q. What is the purpose of your testimony in this proceeding? 34 

A. The purpose of my testimony is to present Columbia’s revenue requirement 35 

and cost of service analysis, including quantification of the Company’s ex-36 

isting revenue deficiency based on adjusted test year operating revenues 37 
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and expenses. As part of the cost of service analysis, my testimony supports 1 

Columbia’s operations and maintenance (“O&M”) expenses, including the 2 

test year actual expenses allocated and billed to Columbia Gas of Ohio, Inc. 3 

from NCSC.   4 

 5 

 The table below provides a list of the schedules I am sponsoring along with 6 

a brief description of each.  The schedules were either prepared by me or 7 

under my direct supervision. 8 

 9 

Schedule Description 

A-1 Overall Financial Summary 

A-2 Calculation of the Gross Revenue Conversion Factor 

A-3 Calculation of the Mirrored CWIP Revenue Sur-Credit 

C-1 Jurisdictional Pro Forma Income Statement 

C-2 Jurisdictional Adjusted Test Year Operating Income 

C-2.1 Jurisdictional Unadjusted Income Statement 

C-3 Summary of Adjustments to Operating Income 

C-3.1 Annualized Base, Regulatory Assessment Rider (RAR), Infra-

structure Replacement Rider (IRP) and Capital Expenditure Plan 

(CEP) Rider Revenues 

C-3.2 Annualized Default Sales Service (DSS) Gas Cost Revenue 

C-3.3 Elimination of Non-Traditional Revenue 

C-3.4 Elimination of O&M Expense Riders Revenue 

C-3.5 Elimination of Tax Expense Riders Revenue 

C-3.6 Elimination of Infrastructure Development Rider (IDR) Base Rev-

enue 

C-3.7 Elimination of IDR Other Gas Department Revenue (OGDR) 

C-3.8 Elimination of Unbilled Revenue 

C-3.9 Elimination of Non-Jurisdictional Revenue 

C-3.10 Annualized Gas Cost Expense 

C-3.11 Elimination of Fuel Used in Company Operations  

C-3.12 Elimination of O&M Tracker Expenses 

C-3.13 O&M Expense Exclusions 

C-3.14 Annualized Labor Expense 

C-3.15 Normalized Incentive Compensation Expense 

C-3.16 Annualized Employee Benefits Expense 

C-3.17 Adjustment for Columbia Headcount Complement 

C-3.18 Annualized Corporate Insurance Expense 

C-3.19 Normalized Uncollectible Accounts Expense 

C-3.20 Safety Operations O&M Expense Adjustments 

C-3.21 NCSC O&M Expense Adjustment 
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Schedule Description 

C-3.22 Rate Case Expense Adjustment 

C-3.23 NiFiT Expense Deferral Amortization 

C-3.24 Pension and OPEB Expense Deferral Amortization 

C-3.25 Environmental Remediation Expense Deferral Amortization 

C-3.26 Pipeline Safety Program (PSP) Expense Deferral Amortization 

C-3.27 COVID-19 Deferral Amortization 

C-5 Social and Service Club Dues  

C-6 Charitable Contributions 

C-7 Customer Service and Informational, Sales and General Advertis-

ing Expense  

C-8 Rate Case Expense 

C-9 Operation and Maintenance Payroll Costs 

C-9.1 Total Company Payroll Analysis By Employee Classification/ 

Payroll Distribution 

C-10.1 Comparative Balance Sheet For Most Recent 5 Calendar Years 

C-10.2  Comparative Income Statement For Most Recent 5 Calendar 

Years 

C-12 Analysis of Reserve For Uncollectible Accounts 

S-2 Five-Year Financial Forecast 

  

 The cost of service analysis includes the following additional information 1 

supported, or co-sponsored, by other Company’s witnesses to generate the 2 

proposed revenue increase: 3 

 4 

 Russell Feingold - Revenues; 5 

 Jeffery Gore - Rate Base, Depreciation and Amortization Expense, 6 

Post-In-Service Carrying Cost Expense, and O&M Expense Defer-7 

rals; 8 

 Marc Okin - O&M Environmental Expense Deferral; 9 

 Bryan Trapp - Accumulated Deferred Income Taxes included in Rate 10 

Base, Taxes Other Than Income, and Income Taxes; 11 

 John Spanos - Depreciation Study; 12 

 Kimberly Cartella - Compensation and Benefits, and the wage in-13 

crease for customer service representatives at the Customer Care 14 

Center; 15 

 Scott Tustin - Cross Bore program and expenses; 16 

 Donald Ayers - Technical Training program and expenses, as well as 17 

certain positions included in the Columbia Gas of Ohio, Inc. Head-18 

count Complement adjustment; 19 
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 George Dice - Wage increase for customer service representatives at 1 

the Customer Care Center; and 2 

 Melissa L. Thompson - Quantification of the revenue requirement 3 

roll-in of the Infrastructure Replacement Program (“IRP”) and Cap-4 

ital Expenditure Program (“CEP”) related investments into the Rate 5 

Base supported by Columbia witness Gore. 6 

    7 

 In addition to supporting revenue, the revenue allocation and typical cus-8 

tomer bill impacts associated with the Company’s proposed revenue re-9 

quirement are discussed in the allocated cost of service study and rate de-10 

sign testimony of Columbia witness Feingold. 11 

 12 

III. STANDARD FILING REQUIREMENTS 13 
 14 

Q. What is the test year and date certain in this proceeding? 15 

A. The test year in this proceeding is the twelve months ended December 31, 16 

2021, and the date certain is March 31, 2021. The test year represents three 17 

months of actual financial data for the months of January, February and 18 

March 2021, and nine months of budgeted data through December 2021. 19 

The Commission approved the test year and date certain in its entry dated 20 

July 7, 2021. Additionally, the Company will file a comparison of the 21 

twelve-month actual income statement versus the partially forecasted in-22 

come statement, and any variances, within three months after the end of the 23 

test year. 24 

 25 

Q. Are the Company’s books and records kept in accordance with the 26 

Federal Energy Regulatory Commission (FERC) Uniform System of 27 

Accounts? 28 

A.  Yes. The Company’s books and records are kept in accordance with the 29 

FERC Uniform System of Accounts as adopted by this Commission. 30 

   31 

Q. What is the source of the information contained in the schedules you are 32 

sponsoring? 33 

A. The source of the information is primarily Columbia’s General Ledger ac-34 

counting records for actual data and its approved budget for forecasted 35 

data. When data comes from another source, I will note that in my testi-36 

mony if not made clear in the referenced schedules of the Application.     37 
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IV. OVERALL FINANCIAL SUMMARY 1 

 2 

A. A SCHEDULES 3 
 4 

Q. Please describe the information shown on Schedule A-1. 5 

A. Schedule A-1 is an overall financial summary of the Application including 6 

rate base, current operating income, earned rate of return and the proposed 7 

revenue increase, which is referred to as the revenue deficiency. Specific 8 

schedule references are made on Schedule A-1 to each of the various sup-9 

porting schedules. As indicated on this summary schedule, the current 10 

earned rate of return of 2.94 percent is significantly below the level required 11 

to provide Columbia with a reasonable rate of return. Evidence on the cost 12 

of capital and required rate of return (i.e., weighted average cost of capital) 13 

is summarized on Schedule D-1 and supported by the testimony of Colum-14 

bia witness Moul. The revenue increase supported by the details of the Ap-15 

plication totals $221.4 million, which is net of the transfer of IRP Rider and 16 

CEP Rider investments and related costs to base rates, and is consistent with 17 

the increase derived from the noticed rates reflected in Schedule E-1, which 18 

is supported by Columbia witness Feingold. 19 

 20 

Q. How was the above-referenced Revenue Deficiency determined? 21 

A. Columbia’s revenue deficiency, or proposed revenue increase, was deter-22 

mined by comparing the test year’s adjusted operating income at current 23 

rates with the level of operating income required to produce the required 24 

rate of return. The required operating income is calculated based on the rate 25 

base (date certain as of March 31, 2021) reflected in the Company’s B Sched-26 

ules supported by the testimony of Columbia witnesses Gore and Trapp, 27 

and multiplied by the required rate of return of 7.85 percent supported in 28 

the testimony of Columbia witness Moul.   29 

 30 

 The revenue shortfall, or operating revenue deficiency, is derived from 31 

comparing the required return to the calculated operating income after 32 

taxes at current rates.  The revenue shortfall is then multiplied by the Gross 33 

Revenue Conversion Factor shown on Schedule A-2 for recognition of the 34 

related taxes resulting from Columbia’s proposed revenue deficiency.   35 
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Q. How did you determine the appropriate adjustments to Operating 1 

Revenues, including Gas Cost? 2 

A. Annualized Operating Revenues, including Gas Cost Revenues, are ad-3 

justed according to the calculations in Schedules E-4 and E-4.1 supported 4 

by the testimony of Columbia witness Feingold.   5 

 6 

Q. What adjustments have you made to the Revenue Requirement calcula-7 

tion?  8 

A. The computation of the revenue deficiency reflects adjustments to utility 9 

operating income reasonably expected to occur during the twelve-month 10 

period following the test year, which are explained in detail later in my tes-11 

timony. 12 

 13 

Q. Please explain Schedule A-2.  14 

A. Schedule A-2 sets forth the calculation of the Gross Revenue Conversion 15 

Factor used on Schedule A-1 to compute the revenue deficiency. The Gross 16 

Revenue Conversion Factor is a multiplier used to convert after-tax operat-17 

ing income to the revenue requirement needed to generate that operating 18 

income. In other words, for Columbia to earn $1.00 of operating income, the 19 

Commission must provide for $1.26582 of revenue to be recovered through 20 

rates in order to account for the federal income taxes that the Company will 21 

incur on each $1.00 of operating income. The Gross Revenue Conversion 22 

Factor uses the current statutory federal income tax rate of 21 percent. 23 

   24 

Q. Please explain Schedule A-3 and why Columbia indicated that there is 25 

nothing to report? 26 

A. Schedule A-3 presents the calculation of the Mirrored Construction Work 27 

in Progress (“CWIP”) Revenue Sur-Credit Rider proposed for inclusion in 28 

rates, if applicable. As confirmed by Columbia witness Gore, the Company 29 

is not proposing to include CWIP in its rate base in this Application. The 30 

statement of “nothing to report” on Schedule A-3 is made in recognition 31 

that the Company’s Application does not include CWIP in rate base. In ad-32 

dition, the Company did not include a provision for recognition of CWIP in 33 

rate base in the establishment of rates in the Company’s last base rate case, 34 

Case No. 08-0072-GA-AIR. 35 
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Q.  Have you made any changes to the Revenue Requirement since the Com-1 

pany’s Notice of Intent (“NOI”) filing on May 28, 2021 having any impact 2 

on the proposed rates submitted in the NOI? 3 

A. Yes. After the filing of the NOI, I received revised Rate Base (B Schedules), 4 

and a corresponding update to the Depreciation and Amortization Expense 5 

(Schedule C-3.28), from Columbia witness Gore. The revised B and C 6 

Schedules were utilized in this Application in the calculation of the pro-7 

posed $221.4 million revenue deficiency, and associated revenue require-8 

ment. Please refer to the testimony of witness Gore for an explanation of the 9 

change to rate base, and depreciation and amortization expense. Addition-10 

ally, Columbia witness Feingold’s testimony contains an explanation of the 11 

reductions to proposed rates in Columbia’s May 28, 2021 NOI compared to 12 

the June 30, 2021 Application. 13 

   14 

B. C SCHEDULES 15 
 16 

Q. Please describe the information shown in Schedule C-1. 17 

A. Schedule C-1 is a jurisdictional pro forma income statement for the test year. 18 

This schedule summarizes Columbia’s adjusted revenues under existing 19 

customer rates and expenses. Under current rates Columbia’s rate of return 20 

is 2.94 percent, which is an inadequate yield of reasonable compensation 21 

for the provision of the service, including a return on its used and useful 22 

property in the provision of gas service, to its customers. In adjusting the 23 

test year adjusted operating income statement by the proposed revenue in-24 

crease (deficiency) calculated on Schedule A-1, the resulting pro forma in-25 

come statement will yield a required rate of return of 7.85 percent. The 26 

Company’s required rate of return is reflected in Schedule D-1, which is 27 

supported by Columbia witness Moul. The revenue increase in Section E is 28 

based on the rates submitted in Columbia’s proposed tariff under Schedule 29 

E-1, which is supported by Columbia witness Thompson. In addition, Co-30 

lumbia’s gas operations are 100 percent jurisdictional because the rates pro-31 

posed in this proceeding apply to all the areas Columbia serves, and all of 32 

the impacted customers are subject to the Commission’s jurisdiction.   33 

 34 

Q. Please describe the information shown in Schedule C-2. 35 

A. Schedule C-2 is a summary of Columbia’s jurisdictional adjusted operating 36 

income for the test year. This schedule includes per book unadjusted juris-37 

dictional revenue and expense amounts from Schedule C-2.1, and a sum-38 

mary of the adjustments presented in Schedule C-3. The unadjusted test 39 
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year income and the related adjustments arrive at adjusted test year oper-1 

ating revenues at current rates and adjusted expenses presented on Sched-2 

ule C-1. I will address each of the Schedule C-3 adjustments later in my 3 

testimony. 4 

 5 

Q. Please describe the information shown in Schedule C-2.1. 6 

A. Schedule C-2.1 details the unadjusted jurisdictional operating income state-7 

ment for the test year, by FERC account number. The test year revenues and 8 

expenses comprise three months of actual data and nine months of fore-9 

casted data. These amounts were derived from Columbia’s General Ledger 10 

records and budget, respectively, and are summarized and carried forward 11 

to Schedule C-2.   12 

 13 

Q. Please describe the information shown in Schedule C-3. 14 

A. The amounts shown on Schedule C-3 represent a summary of the adjust-15 

ments detailed on Schedules C-3.1 through C-3.35. Additionally, as previ-16 

ously discussed, the adjustments shown on Schedule C-2 are supported by 17 

the summary information contained in Schedule C-3. The ratemaking ad-18 

justments to revenues and expenses are necessary in order to derive an in-19 

come statement for the test year that accurately portrays Columbia’s finan-20 

cial condition under current rates, and provides an appropriate basis for 21 

setting rates. The income tax effect of each of the adjustments is detailed on 22 

Schedule C-3, Lines 18 through 21. 23 

 24 

Q. Please describe the revenue adjustments shown in Schedules C-3.1 25 

through C-3.9. 26 

A. The various adjustments to Columbia’s test year operating revenues are 27 

presented in Schedules C-3.1 through C-3.9. Below is a brief summary of 28 

each adjustment and its application in the cost of service. 29 

 30 

 Schedule C-3.1 annualizes test year base revenue, Regulatory Assessment 31 

Rider (“RAR”), IRP Rider, and the CEP Rider revenues based on adjusted 32 

customer bills, normalized billed volumes, and the latest known and most 33 

current rates calculated in Schedule E-4.1 sponsored by Columbia witness 34 

Feingold. The resulting adjustment to base revenue compares the total an-35 

nualized revenue to the total test year revenue. (See C Schedules work pa-36 

per WPC-3.1a for a summary of Schedule E-4.1.) 37 

 38 

 Schedule C-3.2 annualizes the test year Default Sales Service (DSS) Gas Cost 39 

Revenue by utilizing the normalized DSS volumes from Schedule E-4.1, 40 
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multiplied by the latest known May 2021 Expected Gas Cost (EGC) rate of 1 

$4.6250 per Mcf. The resulting annualized DSS gas cost revenue matches 2 

the gas cost revenue presented in Schedule E-4, which is sponsored by wit-3 

ness Feingold. 4 

 5 

 Schedule C-3.3 eliminates the test year Non-Traditional Revenue from other 6 

gas department revenues as it has been addressed separately. Non-tradi-7 

tional revenue is complex because it is dependent on changing market con-8 

ditions and several operational constraints. As a result, treatment of the rev-9 

enue has been addressed in a separate stipulation in Case No. 12-2637-GA-10 

EXM, and thereby removed from the Cost of Service. 11 

 12 

 Schedules C-3.4 and C-3.5 eliminate the test year O&M Expense, Taxes 13 

Other than Income Expense Rider Revenue included in base revenue for the 14 

costs recovered through the Commission approved Uncollectible Expense 15 

(“UEX”), Percentage of Income Plan (“PIPP”), Demand Side Management 16 

(“DSM”) Riders, Excise (Distribution) and Gross Receipts (Ohio Excise) Tax 17 

Expense Riders. In other words, these revenues are removed as the recovery 18 

of these costs is addressed separately and does not have any impact on the 19 

calculation of the revenue deficiency in this case. 20 

 21 

 Schedules C-3.6 and C-3.7 eliminate the test year Infrastructure Develop-22 

ment Rider (“IDR”) Revenue included in base revenue and other gas de-23 

partment revenue, respectively, for the costs recovered through the Com-24 

mission approved rider. As the recovery of the costs is addressed sepa-25 

rately, and does not have any impact on the calculation of the revenue de-26 

ficiency in this case, the revenues have been appropriately removed from 27 

the cost of service. 28 

  29 

 Schedule C-3.8 eliminates the test year unbilled revenues from the Com-30 

pany’s operating revenue. The revenue computations in Schedules E-4 and 31 

E-4.1, and utilized in the revenue annualization adjustments in Schedules 32 

C-3.1 and C-3.2 described above, are based on the adjusted number of test 33 

year customers billed and the associated billed volumes, and do not include 34 

unbilled estimates. As such, the removal of unbilled revenue is consistent 35 

with the revenue computations contained in Schedules E-4 and E-4.1. 36 

 37 

 Schedule C-3.9 includes the statements “Nothing to report. The Company’s 38 

revenues are 100 percent jurisdictional.” This recognizes that the test year 39 
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does not contain any non-jurisdictional revenue to be removed from the 1 

cost of service. 2 

 3 

Q. Please describe the adjustments related to Gas Cost Expense shown in 4 

Schedules C-3.10 and C-3.11. 5 

A. The adjustment presented on Schedule C-3.10 synchronizes the test year 6 

operating gas cost expense recovered through Columbia’s Choice / Stand-7 

ard Choice Offer (“SCO”) Reconciliation Rider (“CSRR”) with the adjusted 8 

test year gas cost revenues, and also eliminates the test year non-traditional 9 

gas cost expense. The portion of revenues related to gas cost expense recov-10 

ery described above on Schedule C-3.2 is sponsored by Columbia witness 11 

Feingold. The annualized gas cost expense on Schedule C-3.10 matches the 12 

annualized gas cost revenue on Schedule C-3.2. It was necessary to elimi-13 

nate non-traditional gas cost expenses because non-traditional revenues 14 

were eliminated on Schedule C-3.3. 15 

     16 

 The Schedule C-3.11 adjustment eliminates costs associated with contra gas 17 

cost expense Account 812, Fuel Used in Company Operations, for activity 18 

related to company used gas recovered through the CSRR. This adjustment 19 

recognizes the inclusion of the amounts as both gas cost recovery and gas 20 

purchase expense. Columbia includes the expenses associated with gas 21 

used in company operations when establishing its gas cost recovery rates. 22 

The purchased gas is recorded as system supply and reclassified from gas 23 

purchase (by a credit to Account 812) to various O&M expense accounts. 24 

As a result, it is necessary to remove the test year O&M expense activity 25 

associated with contra gas cost expense Account 812 for the purpose of cal-26 

culating base rates to appropriately reflect the proper level of gas purchase 27 

expense along with the offsetting gas recovery level.   28 

 29 

 In other words, the O&M expense adjustments shown on Schedules C-3.10 30 

and C-3.11 relating to gas cost do not have an impact on the calculation of 31 

the base revenue deficiency in this Application. 32 

   33 

Q. Please describe the adjustment for O&M Expense Riders shown in 34 

Schedule C-3.12. 35 

A. The adjustment to O&M expense shown on Schedule 3.12 removes the test 36 

year expenses related to the Company’s riders, specifically the UEX, PIPP 37 

and DSM Riders, in order to exclude the costs from base rates. The second 38 

part of the adjustment shown on Schedule C-3.12 reflects Columbia’s 39 

proposal to continue to recover its current DSM WarmChoice® annual base 40 
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rate level of expense of $7.1 million approved in the Company’s last base 1 

rate case, Case No. 08-0072-GA-AIR. 2 

 3 

Q. Please describe the adjustment for O&M Expense Exclusions shown in 4 

Schedule C-3.13. 5 

A. The adjustment to O&M expense shown on Schedule C-3.13 represents 6 

items found to be out-of-period, one-time that are unlikely to be on-going, 7 

or costs that have been determined to be non-recoverable and consequently 8 

have been removed from the Cost of Service. Items identified as O&M ex-9 

pense exclusions on Schedule C-3.13 represent actual O&M expenses in the 10 

first three months of the test year, and projected O&M expenses for the last 11 

nine months. O&M expense exclusions for the projected period of April 12 

through December were based on a review of historical actual expenses for 13 

the period April through December 2020. A projected inflation rate of 2.28 14 

percent (based on the calendar year 2021 annual average compared to the 15 

calendar year 2020 annual average) was applied to the identified historical 16 

O&M expense exclusion items to arrive at the representative amount to be 17 

removed from the projected test year period. As these types of adjustments 18 

can vary due to the type of cost incurred, the categories of O&M expense 19 

exclusions are listed on Schedule C-3.13. (See C Schedules work paper 20 

WPC-3.13a through WPC-3.13j for details by account, and by vendor / de-21 

scription, for each of the O&M expense exclusions categories listed on 22 

Schedule C-3.13.) 23 

   24 

Q. Please describe the adjustment to O&M Labor Expense shown in 25 

Schedule C-3.14. 26 

A. The adjustment to test year O&M labor expense was separated into the fol-27 

lowing four components: 28 

  29 

1) Annualization of labor for Columbia Gas of Ohio, Inc.’s 1,169 active em-30 

ployees at March 31, 2021, based on actual wages/salaries provided by 31 

the Payroll Department. This component of the adjustment to labor an-32 

nualizes straight-time pay; 33 

 34 

2) The anticipated wage increase for each union, as well as non-union in-35 

crease, expected to occur in the first quarter of 2022, as provided by the 36 

Human Resources/Compensation Department and supported by Co-37 

lumbia witness Cartella. Ms. Cartella’s testimony describes and sup-38 

ports the market competitiveness of Columbia’s base salaries and an-39 

nual merit increases in comparison to utilities and other employers, for 40 
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both Ohio and nationwide, as well as supports the Company’s compen-1 

sation structure; 2 

 3 

3) A level of overtime and premium (or shift) pay calculated based on the 4 

historical three-year (2018 to 2020) ratio of overtime and premium to 5 

straight-time labor as applied to the March 31, 2021 adjusted base sala-6 

ries (annualized straight-time pay plus wage increases); and 7 

 8 

4) Allocation of the annualized wages/salaries to O&M labor expense uti-9 

lizing a historical three-year (2018 to 2020) experience ratio of labor 10 

O&M expense to gross payroll of 49.83 percent. 11 

 12 

The annualized wages/salaries adjustments reflect labor cost increases that 13 

are known and measurable, and representative of the levels of expense that 14 

will be incurred when the proposed rates become effective. The resulting 15 

annualized O&M labor expense was compared to the test year O&M labor 16 

expense to determine the adjustment shown on Schedule C-3.14. The wage 17 

levels utilized for the labor annualization calculation will be updated dur-18 

ing this proceeding to reflect the wage levels experienced at December 31, 19 

2021, the end of the test year.  20 

 21 

 Additional adjustments to the Company’s O&M labor expense in Schedules 22 

C-3.17, C-3.20, and C-3.26 are discussed later in my testimony. 23 

 24 

Q. Please describe the adjustment to O&M Incentive Compensation 25 

Expense shown in Schedule C-3.15. 26 

A. As discussed in Columbia witness Cartella’s testimony, incentive compen-27 

sation is part of the “total rewards” philosophy Columbia uses to ensure 28 

that it competitively compensates and is able to attract, retain, and motivate 29 

qualified employees. Columbia has paid incentive rewards to employees in 30 

each of the past five years. Ms. Cartella additionally describes how the 31 

Company’s incentive compensation program involves three performance 32 

tiers; the “trigger” tier, the “target” tier and the “stretch” tier. Since the tar-33 

get level is designed to be representative of Company’s incentive compen-34 

sation expenses over time, I have reduced the test year O&M incentive com-35 

pensation expense to equal the payments at the target level tier for the Co-36 

lumbia Gas of Ohio, Inc. eligible employees, and based on the employee 37 

wages as of December 31, 2020 (see C Schedules work paper WPC-3.15b for 38 

supporting documentation of calendar year 2021 incentive compensation at 39 

target). In addition to reducing the test year level of incentive compensation 40 
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expense to the target level, I have included an adjustment for the known 1 

and anticipated payroll increases for calendar years 2021 and 2022 provided 2 

by Columbia witness Cartella. This adjustment also uses the 49.83 percent 3 

O&M labor expense experience ratio discussed earlier in my testimony to 4 

arrive at the pro forma level of O&M incentive compensation expense. 5 

 6 

Additional adjustments to the Company’s O&M incentive compensation 7 

expense in Schedules C-3.17, C-3.20, and C-3.26 are discussed later in my 8 

testimony. 9 

 10 

Q. Please describe the adjustment to O&M Employee Benefits Expense 11 

shown in Schedule C-3.16. 12 

A. Employee benefits include employee insurance plan expenses (medical, 13 

dental, vision, and life insurance), retirement income plan expenses (pen-14 

sion) and Other Post-Employment Benefits (“OPEB”) and thrift plan ex-15 

penses, or 401(k). Columbia witness Cartella describes the benefit plans of-16 

fered to Columbia and NCSC employees, including insurance and retire-17 

ment. Ms. Cartella also explains how benefit costs are managed while bal-18 

ancing a competitive benefit structure for employees. O&M employee ben-19 

efits expense, with exception of the OPEB medical benefits expenses, has 20 

been annualized to reflect the most recent projected calendar year 2022 ben-21 

efit elections for active enrolled Columbia Gas of Ohio, Inc. employees, as 22 

provided by Aon and Alight Solutions, referred to herein as Aon. This ad-23 

justment next applies the transfer ratio (costs primarily transferred to FERC 24 

Accounts 107 & 108), or the inverse of the 49.83 percent O&M labor expense 25 

experience ratio discussed earlier in my testimony, to the employees’ insur-26 

ance plans costs, pension, and OPEB service costs to arrive at the pro forma 27 

level of O&M expense. The adjusted test year O&M employee benefits ex-28 

pense shown on Schedule C-3.16 (and detailed in work paper WPC-3.16a), 29 

reflects the levels of expense that will be incurred for employee benefits 30 

when the proposed rates become effective, net of anticipated employee/re-31 

tiree contributions.   32 

 33 

 Additional adjustments to the Company’s O&M incentive compensation 34 

expense in Schedules C-3.17, C-3.20, and C-3.26 are discussed later in my 35 

testimony. 36 

  37 

 Please note, updates of the expected future benefit costs can, on occasion, 38 

occur earlier in the year as Aon provides a projection of the expected future 39 

benefit costs each year mid-summer. In the event that a benefits update 40 
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from Aon is received during the course of this proceeding, the proposed 1 

benefits costs adjustment will be updated accordingly.  2 

 3 

Q. Please explain why capitalization (the transfer ratio) is only applied to 4 

the pension and OPEB service costs. 5 

A. The Company adopted ASU 2017-07, a Financial Accounting Standards 6 

Board (“FASB”) standard that changed the income statement presentation 7 

of pension and OPEB expense by limiting the amount of expense eligible 8 

for capitalization. The FASB standard required disaggregation of the cost 9 

components of pension and OPEB and only the service cost component is 10 

eligible for capitalization to Property, Plant, and Equipment. In 2018, the 11 

Company began to present pension and OPEB costs in its financial 12 

statements as service and non-service. Non-service costs represent interest, 13 

asset returns, and other costs. Service costs represent the expected benefit 14 

employees earn through their years of service. The Company is accounting 15 

for the costs consistent with guidance from the FERC Docket No. AI18-1-16 

000, which states, “Jurisdictional public utilities and licensees, natural gas 17 

companies, and centralized service companies should record pension and 18 

OPEB costs in their entirety in Account 926.” This same treatment applies 19 

to the pension and OPEB costs allocated to the Company from NCSC. 20 

 21 

Q. Please briefly explain Columbia’s adjustment to deferred O&M Pension 22 

and OPEB Expense included within the adjustment in Schedule C-3.16. 23 

A. As explained in the testimony of Columbia witness Gore, Columbia has de-24 

ferred to Regulatory Asset / Liability accounts the difference between the 25 

annual pension and OPEB expense calculated pursuant to FASB Account-26 

ing Standards Codification (“ASC”) 715, “Compensation – Retirement Ben-27 

efits (SFAS No. 87, Employers’ Accounting for Pensions, and SFAS No. 106, 28 

Employers’ Accounting for Retirement Benefits Other Than Pensions),” and 29 

the annual pension and OPEB expense allowance in base rates from its last 30 

base rate case, Case No. 08-0072-GA-AIR, of ($2,528,000) and $4,419,000, re-31 

spectively. As such, the adjustment in Schedule C-3.16 additionally re-32 

moves the deferred O&M pension and OPEB expenses recorded / budgeted 33 

during the test year. Amortization of the deferred O&M pension and OPEB 34 

expenses are discussed later in my testimony, and in the testimony of Co-35 

lumbia witness Gore. 36 
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Q. Please briefly explain Columbia’s proposed O&M OPEB Medical 1 

Benefits Expense adjustment included within Schedule C-3.16. 2 

A. In addition to removing the deferred O&M pension and OPEB expense as 3 

previously discussed, the cumulative O&M OPEB medical benefits expense 4 

(service and non-service) is adjusted to reflect a zero ($0) cost recovery. As 5 

explained in the testimony of Columbia witness Gore, the net negative 6 

(credit) OPEB medical benefits cost is the product of non-cash events. The 7 

testimony of Mr. Gore additionally provides support for the zero ($0) level 8 

cost recovery of O&M OPEB medical benefits in the Cost of Service. Please 9 

note, O&M OPEB group life benefit expense is not adjusted similarly. Akin 10 

to the adjustments of other employee benefits expenses described above, 11 

O&M OPEB group life benefit expense reflects Aon’s projected cost level 12 

for calendar year 2022. 13 

 14 

Q. Please explain and state the Company’s proposed base rate allowance for 15 

O&M Pension and OPEB Expense and accounting deferral treatment. 16 

A. Please refer to Columbia witness Gore’s testimony for Columbia’s pro-17 

posed continuation of O&M pension expense deferred accounting treat-18 

ment. The Company’s annual O&M pension expense base rate allowance 19 

proposed in this Application is $856,895. As explained in Mr. Gore’s testi-20 

mony, the Company seeks to cease deferred authority for O&M OPEB ex-21 

pense (medical and group life benefits).   22 

   23 

Q. Please describe Columbia’s O&M Headcount Complement Expense 24 

adjustment shown in Schedule C-3.17. 25 

A. Schedule C-3.17 provides for projected on-going labor and labor-related 26 

O&M expense recovery of forty-seven positions Columbia anticipates to 27 

hire between April 1, 2021 and the end of the test year, December 31, 2021. 28 

Twenty-one positions relate to Meter and Regulation (“M&R”) activities 29 

that are necessary due to regulations and safety requirements, while 30 

twenty-four positions are roles to support Columbia’s gas operations.  The 31 

forty-five M&R and gas operations positions were provided to me by the 32 

Safety Management System (“SMS”) Central Support and Human Re-33 

sources departments. The two other positions are Manager of Community 34 

Engagement and Regulatory Analyst.  35 

 36 

 The calculation supporting Columbia’s headcount complement adjustment 37 

is included in C Schedules work paper WPC-3.17a. Work paper WPC-3.17a 38 

provides a listing and total O&M expense calculation of each position. Iden-39 

tification and allocation of labor to Columbia, as well as applicable O&M 40 
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expense experience ratios, are based on current position payroll allocations 1 

provided by SMS Central Support and Human Resources departments. 2 

Target-level incentive compensation percentages for each role were pro-3 

vided by the Human Resources, and Compensation and Benefits depart-4 

ments. The annual average employee benefits cost utilized in the adjust-5 

ment calculation is based on Aon’s projected calendar year 2022 benefits 6 

costs, excluding pension, divided by Columbia’s actual May 2020 employee 7 

enrollment upon which Aon’s projection was based. The benefits cost per 8 

employee is calculated in work paper WPC-3.16a. For the positions requir-9 

ing a truck, the projected annual vehicle cost was calculated based on the 10 

actual productive time for the twelve-month period ended March 31, 2021, 11 

and the hourly vehicle rate for trucks as of March 31, 2021, provided by the 12 

Accounting department. Total O&M expense (labor, incentive compensa-13 

tion, benefits and vehicle costs) for the test year complement for Columbia’s 14 

positions is reflected in Schedule C-3.17. Total O&M expenses for labor and 15 

incentive compensation were advanced to C Schedules work paper WPC-16 

3.30a in order to calculate the impact on payroll tax expense supported by 17 

Columbia witness Trapp. 18 

 19 

Q. Please describe the adjustment to O&M Corporate Insurance Expense 20 

shown in Schedule C-3.18. 21 

A. The adjustment to O&M corporate insurance expense in Schedule C-3.18 22 

annualizes the current premium costs for the anticipated policy payment 23 

changes to occur during the test year, or within the twelve months follow-24 

ing the test year. Corporate insurance includes property insurance, workers 25 

compensation, medical stop-loss premiums, and other miscellaneous pre-26 

miums. Property and liability insurance coverage includes protection from 27 

first and third-party losses or damages that Columbia may incur in the con-28 

duct of its business. NCSC manages the NiSource corporate insurance pro-29 

gram through which Columbia secures insurance coverage. The corporate 30 

insurance program includes both premium-based and self-insured cover-31 

age, in order to obtain the most cost-effective loss protection. Most of Co-32 

lumbia’s policy periods are either effective June 1 through May 31, July 1 33 

through June 30, or November 1 through October 31 of each year. Premium 34 

payments are generally made the same month as the policy effective date. 35 

The prepayment of these costs is recorded and amortized over the appro-36 

priate fiscal period. The latest annual premium payments by type of cover-37 

age provided by the Corporate Insurance Department were compared to 38 

the test year expenses to arrive at the adjustment to the cost of service.       39 
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Q. Please describe the adjustment to O&M Uncollectible Accounts Expense 1 

shown in Schedule C-3.19. 2 

A. The purpose of the O&M uncollectible accounts expense adjustment pre-3 

sented on Schedule C-3.19 is to provide Columbia, through its base rates, 4 

the ability to recover a normalized annual level of uncollectible accounts 5 

expense (also referred to as bad debt expense) for customers served under 6 

the Large General Service (“LGS”), Large General Transportation Service 7 

(“LGTS”), and Full Requirements Large General Transportation 8 

(“FRLGTS”) rate schedules, which are collectively referred to herein as the 9 

LGS rate schedules. The O&M uncollectible accounts expense normaliza-10 

tion adjustment is based on a three-year average (2017 to 2019) of the 11 

O&M uncollectible accounts expense experience for the LGS rate sched-12 

ules as compared to the test year expense. The use of the actual annual av-13 

erage O&M expense of LGS uncollectible accounts expense eliminates any 14 

unusual or one-time test year occurrences, while providing a representa-15 

tive on-going level of expense. 16 

 17 

Q. Doesn’t Columbia recover its uncollectible expense for customers served 18 

under its LGS rate schedules through its Annual Uncollectible Expense 19 

Rider Applications? 20 

A.  No. Pursuant the Commission’s Opinion and Order issued in Case Nos. 21 

03-1127-GA-UNC and 03-2572-GA-ATA, recovery of uncollectible expense 22 

through the UEX rider is limited to customers served under its Small Gen-23 

eral Service and General Service rate schedules.1 24 

 25 

Q. Please explain why the calendar year 2020 O&M Uncollectible Accounts 26 

Expense for LGS rate schedules was excluded from the three-year average 27 

normalization. 28 

A. LGS rate schedules O&M uncollectible accounts expense for calendar 2020 29 

was omitted from the three-year average historical normalization basis due 30 

to the higher-than-normal level of customer accounts charged-off due to the 31 

impact of the COVID-19 pandemic. 32 

                                                 
1  Uncollectible expenses for Columbia’s rate schedules Small General Service (“SGS”), General 

Service (“GS”), Small General Transportation Service (“SGTS”), General Transportation Service 

(“GTS”), Full Requirements Small General Transportation Service (“FRSGTS”), and Full Require-

ments General Transportation Service (“FRGTS”) are recovered in the Uncollectible Expense 

Rider. 
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Q. Please describe the O&M Safety Operations Expense adjustment shown 1 

in Schedule C-3.20. 2 

A. Schedule C-3.20 presents the O&M Safety Operations Expenses cost recov-3 

ery proposals of Columbia’s Cross Bores and Field/System Operations 4 

Technical Training Programs provided and supported by Columbia wit-5 

nesses Tustin and Ayers, respectively. Note, Technical Training O&M 6 

Safety Operations Expense projections are reflected in Schedule C-3.20 and 7 

in Schedule C-3.26 - O&M Expense recovery for the Pipeline Safety Pro-8 

gram (“PSP”). PSP expenses are discussed in the testimony of Columbia 9 

witness Thompson. Additionally, internal/external resource expense allo-10 

cation of the Cross Bore Program budget was provided by witness Tustin. 11 

Columbia’s total calendar year 2020 O&M expense for labor, incentive com-12 

pensation, employee benefits, vehicle and tool clearing was utilized as the 13 

allocation basis of internal resource expenses for both programs. To calcu-14 

late pro forma payroll tax expense, the allocated O&M labor and incentive 15 

expenses for the Cross Bores Program and Technical Training were carried-16 

forward to C Schedules work paper WPC-3.30a supported by Columbia 17 

witness Trapp.  18 

 19 

 Please refer to the testimony of witnesses Tustin and Ayers for explanations 20 

of Columbia’s Cross Bore Program and Field / System Operations Technical 21 

Training and O&M expense projections included in the Cost of Service, re-22 

spectively.  23 

 24 

Q. Please describe the O&M NiSource Corporate Services Expense 25 

adjustment shown in Schedule C-3.21. 26 

A. Schedule C-3.21 summarizes the O&M expense adjustments to the test year 27 

level of costs allocated and billed to Columbia by NCSC. The adjustment to 28 

NCSC O&M expense includes ratemaking adjustments for the following 29 

items:  30 

1)  O&M Expense Exclusions; 31 

2)  Annualized Labor, Employee Benefits, and Payroll Taxes; 32 

3) Normalized Incentive Compensation; 33 

4)  Annual Base Salary Increase of Customer Service Representa-34 

tives;  35 

5)  Annualized NCSC Headcount Complement Expense; 36 

6)  Annualized Pension and OPEB Expense; 37 

7)  Annual Residential Customer Transaction Fees Expense; and 38 

8)  Amortization of the Columbia Gas of Ohio, Inc. NCSC Regula-39 

tory Asset for deferred OPEB Expenses. 40 
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Q. Please explain the structure and role of NCSC, and its relationship to 1 

Columbia. 2 

A. NCSC is a subsidiary of NiSource and an affiliate of Columbia within the 3 

NiSource corporate organization. NCSC provides a range of centralized 4 

services to the individual operating companies within NiSource, including 5 

Columbia, and also coordinates the allocation and billing of charges to the 6 

NiSource operating companies for services provided by both NCSC directly 7 

and by third-party vendors. The rendering of services on a centralized basis 8 

enables the affiliates to realize benefits, including use of personnel and 9 

equipment, and the availability of personnel with specialized areas of ex-10 

pertise. Thus, NCSC offers Columbia, as well as the other NiSource distri-11 

bution companies, access to a depth and breadth of professional experience 12 

that may not otherwise be available, or available from consultants at much 13 

higher costs. 14 

 15 

Q. How are costs billed to affiliates? 16 

A. There are two types of billings made to affiliates, including Columbia: 17 

(1) contract billing; and (2) convenience billing.   18 

 19 

Q. Can you please explain contract and convenience billing? 20 

A. Contract billing represents NCSC labor and costs billed to the respective 21 

affiliates, and are identified by billing pools. Contract billed charges may be 22 

direct-billed (billed directly to a single affiliate or function) or allocated 23 

(split between or among several affiliates) depending upon the nature of 24 

the expense. Of note, all of the NCSC charges in Schedule C-3.21 and ac-25 

companying work papers are O&M costs generated by contract billings, as 26 

described in this section of my testimony. 27 

 28 

 Convenience billing reflects payments that are routinely made on behalf of 29 

affiliates on an ongoing basis, including employee benefits, corporate insur-30 

ance, leasing, and external audit fees. Each affiliate is billed for its propor-31 

tional share of the payments made in that respective month. As the name 32 

implies, convenience billing is intended as a convenience to vendors be-33 

cause it eliminates the need for a separate invoice to be generated for each 34 

affiliate entity receiving the same services. NCSC makes the payment to the 35 

vendor and the charges for the services are recorded directly on the books 36 

of the affiliate.  37 
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Q. Is contract billing rendered pursuant to an executed contract? 1 

A. Yes. NCSC has executed an individual Service Agreement with each affili-2 

ate, which designates the types of services to be performed and the method 3 

of calculating the charges for those services. The Service Agreement is up-4 

dated from time to time so that all affiliates that receive service from NCSC 5 

are subject to the same Service Agreement. A copy of the current Service 6 

Agreement between NCSC and Columbia, effective January 1, 2015, is at-7 

tached hereto as Attachment TLS-1. The services provided to Columbia are 8 

described in the 2015 Agreement in Article 1 and in Appendix A (Article 2). 9 

 10 

Q. How does NCSC determine the charges applicable to the Company?  11 

A. The Securities Exchange Commission (“SEC”) under the Public Utility 12 

Holding Company Act of 1935 (“PUHCA”) regulated NCSC until February 13 

8, 2006, when the Public Utility Holding Company Act of 2005 (“PUHCA 14 

2005”) was enacted. PUHCA 2005 transferred regulatory jurisdiction over 15 

public utility holding companies from the SEC to the Federal Energy Reg-16 

ulatory Commission (“FERC”). Pursuant to FERC Order No. 684 issued Oc-17 

tober 19, 2006, centralized service companies must use a cost-accumulation 18 

system, provided such system supports the allocation of expenses to the 19 

services performed, and readily identifies the source of the expense and the 20 

basis for allocation.  21 

  22 

 In compliance with PUHCA 2005 and FERC standards, NCSC uses a billing 23 

pool system to collect costs that are applicable and billable to affiliates, in-24 

cluding Columbia. NCSC directs all personnel to charge an affiliate directly 25 

whenever possible so that costs associated with services rendered to affili-26 

ates can be directly billed. Some projects or services necessarily involve 27 

more than one affiliate, and in that case, the billing pool system details how 28 

expenses are allocated among the participating affiliates. NCSC allocates 29 

costs for a particular billing pool in accordance with the bases of allocation 30 

that have been previously approved by the SEC and filed annually with the 31 

FERC. A description of each basis of allocation is provided in the Service 32 

Agreement. 33 

 34 

Q. Are charges for services rendered to Columbia billed at cost? 35 

A. Yes. In accordance with the 2015 Agreement (Article 2, Section 2.2) all ser-36 

vices are provided at cost, including compensation for use of capital.         37 
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Q. Please explain the NCSC O&M Expense Exclusions adjustment made to 1 

the test year NCSC O&M Expense included in Schedule C-3.21. 2 

A. The first adjustment to NCSC O&M expense within Schedule C-3.21 re-3 

moves items identified as out-of-period, one-time and unlikely to be on-4 

going, or costs that have been determined to be non-recoverable. The NCSC 5 

O&M expense exclusions adjustment is supported by C Schedules work pa-6 

pers WPC-3.21b through WPC-3.21j and includes details by FERC account, 7 

and by vendor / description, for each of the categories listed on WPC-3.21b. 8 

This adjustment was performed in a similar manner to the Company’s di-9 

rect O&M expense exclusions adjustment discussed earlier in my testimony 10 

in Schedule C-3.13. Items identified represent actual expenses in the first 11 

three months of the test year, and projected expenses for the last nine 12 

months based on a review of historical actual expenses for the period April 13 

through December 2020. A projected inflation rate of 2.28 percent was ap-14 

plied to the 2020 historical period O&M expense exclusion items to arrive 15 

at the representative amount to be removed from the projected test year 16 

period. As these type of adjustments can vary due to the type of cost in-17 

curred, the categories of O&M expense exclusions are listed on WPC-3.21b.   18 

 19 

Q. Please explain the NCSC O&M Expense adjustment to Annualize Labor, 20 

Employee Benefits and Payroll Taxes contained in Schedule C-3.21. 21 

A. The second NCSC O&M Expense adjustment included in Schedule C-3.21, 22 

supported by C Schedules work papers WPC-3.21k to WPC-3.21m, pro-23 

vides a current and on-going annual level of Columbia’s allocated portion 24 

of NCSC labor, benefits, and payroll tax expense. The adjustment contains 25 

the following components: 26 

  27 

1) Annualized labor for NCSC’s 1,886 active employees at March 31, 2021, 28 

based on the gross wages/salaries provided by the Payroll Department. 29 

In addition to annualizing straight-time pay, a level of overtime and pre-30 

mium (or shift) pay based actual expense for the twelve-month period 31 

ended, March 31, 2021 is included. Next, in order to arrive at Columbia’s 32 

level of labor costs billed by NCSC, the adjusted historical three-year 33 

(2018 to 2020) average ratio of 36.25 percent for Columbia’s labor ex-34 

pense compared to total NCSC labor expense was applied to the NCSC 35 

March 31, 2021 total gross salaries, overtime, and premium pay. The an-36 

ticipated first quarter 2022 wage increase, supported by Columbia wit-37 

ness Cartella, and 76.58 percent experience ratio of Columbia's NCSC 38 

allocated O&M labor expense to gross payroll for the historical three-39 

year average (2018 to 2020) were utilized to reach a representative level 40 
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of NCSC O&M labor expense that will be incurred when the proposed 1 

rates become effective. 2 

 3 

2) Annualized employee benefits (specifically, employee insurance plan 4 

expenses including medical, dental, vision, life insurance, and thrift), 5 

and payroll taxes were calculated based on the experience ratios of Co-6 

lumbia’s NCSC allocated test year expense compared to Columbia’s test 7 

year’s NCSC O&M labor expense. The 19.88 percent and 7.23 percent 8 

benefits and payroll tax test year expense experience ratios, respectively, 9 

were applied to the annualized level of Columbia’s NCSC O&M labor 10 

expense.   11 

  12 

 The resulting annualized levels of Columbia’s NCSC O&M labor, benefits, 13 

and payroll tax expenses were compared to the NCSC test year expenses to 14 

determine the adjustment within Schedule C-3.21. The wage, benefits, and 15 

payroll tax levels utilized for Columbia’s NCSC labor, benefits, and payroll 16 

tax annualization calculation will be updated during this proceeding to re-17 

flect the actual experience at December 31, 2021, the end of the test year. 18 

 19 

Additional adjustments to the Company’s NCSC O&M labor, benefits, and 20 

payroll tax expense are discussed in the fourth and fifth NCSC O&M ex-21 

pense adjustments later in my testimony.   22 

 23 

Q. Please explain the NCSC O&M Expense adjustment for Normalized 24 

NCSC Incentive Compensation Expense included in Schedule C-3.21. 25 

A. The third NCSC O&M Expense adjustment included in Schedule C-3.21, 26 

supported by C Schedules work paper WPC-3.21n, provides for an on-go-27 

ing annual target-level of Columbia’s allocated NCSC incentive compensa-28 

tion expense. As explained and supported in the testimony of Columbia 29 

witness Cartella, the target level is designed to be representative of incen-30 

tive compensation expenses over time. Accordingly, I have adjusted Co-31 

lumbia’s NCSC allocated test year O&M incentive compensation expense 32 

to equal the payments at the target level tier for NCSC incentive eligible 33 

employees. The target level incentive tier is based on eligible NCSC em-34 

ployee wages as of December 31, 2020 (see C Schedules work paper WPC-35 

3.15b for supporting documentation of calendar year 2021 incentive com-36 

pensation at the target-level tier). Similar to the Columbia direct incentive 37 

compensation adjustment discussed earlier in my testimony (Schedule C-38 

3.15), next I included an adjustment for the known and anticipated payroll 39 
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increases for calendar years 2021 and 2022, which were provided by Co-1 

lumbia witness Cartella. In order to arrive at Columbia’s portion of the 2 

NCSC target-level gross incentive compensation, I then applied Columbia’s 3 

historical experience ratio of NCSC labor of 36.25 percent. In order to 4 

achieve a pro forma level of O&M incentive compensation expense, the ad-5 

justment next utilizes the 23.42 percent capitalization ratio (or transfers, 6 

costs primarily transferred to FERC Accounts 107 & 108) to exclude the ex-7 

pected portion of costs to be recorded to the balance sheet; in other words, 8 

the inverse of Columbia’s NCSC O&M labor expense experience ratio is ap-9 

plied to arrive at the pro forma O&M incentive compensation expense. Sim-10 

ilar to Columbia, NCSC has paid incentive rewards to employees in each of 11 

the past five years. 12 

 13 

Additional adjustments to the Company’s NCSC O&M incentive compen-14 

sation expense are explained in the fourth and fifth NCSC O&M expense 15 

adjustments discussed next in my testimony.    16 

 17 

Q. Please explain the NCSC O&M Expense adjustment for the Annual Base 18 

Salary Increase of Customer Service Representatives included in 19 

Schedule C-3.21. 20 

A. The fourth NCSC O&M Expense adjustment included in Schedule C-3.21, 21 

provides for recovery of the anticipated wage increase of customer service 22 

representative (“CSR”) employees, and the associated increase in labor-re-23 

lated costs (including incentive compensation, employee benefits and pay-24 

roll taxes). The NCSC O&M Expense CSR base salary increase is supported 25 

in the calculation contained in C Schedules work paper WPC-3.21o. The 26 

amount of the projected CSR base salary increase, percentage of labor allo-27 

cated to Columbia for each CSR position, and target-level percentage incen-28 

tive compensation were provided by Columbia witnesses Dice and Car-29 

tella. In addition, the 19.88 percent and 7.23 percent test year experience 30 

ratios utilized in the calculation of benefits and payroll tax expense, respec-31 

tively, and described earlier in my testimony, are located on work paper 32 

WPC-3.21k. As it becomes known during the proceeding, this adjustment 33 

will be updated to reflect the actual experience at December 31, 2021, the 34 

end of the test year.   35 

 36 

Q. Please explain the NCSC O&M adjustment for Annualized Corporate 37 

Services Headcount Complement included in Schedule C-3.21. 38 

A. An on-going level of labor and labor-related costs for anticipated NCSC 39 

headcount complement to be allocated to Columbia is the fifth NCSC O&M 40 
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Expense adjustment included in Schedule C-3.21. Between April 1, 2021 and 1 

the end of the test year, December 31, 2021, NiSource Corporate Services 2 

anticipates hiring approximately two hundred positions; of these positions, 3 

one hundred and sixty-one are expected to perform work on behalf of Co-4 

lumbia Gas of Ohio, Inc. Twenty-seven positions are resources to be added 5 

to the SMS Central Support department while the remaining one hundred 6 

and thirty-four provided by the Human Resources department will support 7 

various centralized functions in across the NiSource corporate services or-8 

ganization, including Engineering, Information Technology and Finance, 9 

among others.  10 

 11 

 The calculation supporting NCSC’s headcount complement adjustment is 12 

included in C Schedules work paper WPC-3.21p. Work paper WPC-3.21p 13 

provides a listing, and total O&M expense calculation of each position. Al-14 

locations of NCSC labor to Columbia, by position, for the twenty-seven 15 

SMS Central Support additions are based on current position payroll allo-16 

cations provided by SMS Central Support and Human Resources depart-17 

ments. As a basis of allocation, Columbia’s 36.25 percent historical, three-18 

year NCSC average labor allocation described previously in my testimony 19 

(and utilized in other NCSC labor adjustments) was applied to the base sal-20 

ary of the remaining positions. Target-level incentive compensation per-21 

centages for each role were provided by the Human Resources, and Com-22 

pensation and Benefits departments based on job title. The 19.88 percent 23 

and 7.23 percent benefits and payroll tax test year expense experience ra-24 

tios, respectively, located on work paper WPC-3.21k were applied to the 25 

annualized level of Columbia’s NCSC O&M labor expense.  26 

 27 

 To summarize, the resulting annualized NCSC O&M expense adjustment 28 

for Corporate Services headcount complement within Schedule C-3.21 pro-29 

vides for recovery of labor, incentive, benefits, and payroll tax expenses to 30 

be allocated to Columbia for the anticipated one hundred and sixty-one po-31 

sitions. This information will be updated during this proceeding to reflect 32 

the actual experience at December 31, 2021, the end of the test year.  33 

 34 

Q. Please explain the NCSC O&M Expense adjustment for Annualized 35 

Pension and OPEB Expenses included in Schedule C-3.21. 36 

A. The sixth NCSC O&M Expense adjustment included in Schedule C-3.21,   37 

sets an on-going annual level of Columbia’s allocated NCSC O&M pension 38 

and OPEB benefits expense. The annual level is reflective of the most recent 39 

active enrolled NCSC employees’ benefit elections for projected calendar 40 
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year 2022 provided by Aon. Columbia’s allocation was derived by utilizing 1 

the historical experience ratio of NCSC labor of 36.25 percent discussed ear-2 

lier in my testimony. Next, in accordance with FASB standard ASU 2017-3 

07, which limited the amount of pension and OPEB expense eligible for cap-4 

italization to only the service cost component, the transfer ratio of 23.42 per-5 

cent was applied to the gross pension and OPEB service costs to arrive at 6 

the pro forma level of O&M expense. The adjusted test year of Columbia’s 7 

allocated NCSC O&M pension and OPEB benefits expense contained 8 

within Schedule C-3.21 (and detailed in work paper WPC-3.21q), reflects 9 

the expense levels that will be incurred when the proposed rates become 10 

effective, net of anticipated employee/retiree contributions. Please refer to 11 

Columbia witness Cartella’s testimony for a description of the benefit plans. 12 

 13 

 Please note, as explained earlier in my testimony, updates of the expected 14 

future benefit costs is likely to occur as Aon provides a projection of the 15 

expected future benefit costs each year mid-summer. In the event that a 16 

benefits update from Aon is received during the course of this proceeding, 17 

the proposed benefits costs adjustment will be updated accordingly.  18 

 19 

Q. Please explain the adjustment for Customer Transaction Fees made to the 20 

NCSC billed O&M expense included in Schedule C-3.21. 21 

A. Currently, Columbia customers can make bill payments via regular mail, 22 

through monthly debits from their financial accounts, at authorized walk-23 

in locations, via one-time electronic payments as a registered on-line ac-24 

count holder, and through a third-party processor via debit card, credit 25 

card, or Automated Clearing House (“ACH”) electronic payments. The pro-26 

cessing fees associated with all but the third-party credit card, debit card, 27 

ACH, and walk-in locations are included in the Cost of Service calculation. 28 

In this case, Columbia is proposing that all costs, including those associated 29 

with credit card, debit card, ACH electronic payments, and walk-in cus-30 

tomer payments, be included in the Cost of Service calculation. If approved, 31 

all residential customers will be able to select the payment channel of their 32 

choice without consideration of additional convenience or transaction fees. 33 

 34 

Q. Please describe the residential customer benefits resulting from 35 

Columbia’s absorption of all payment channel fees. 36 

A. The elimination of these fees is designed to enhance the overall experience 37 

of Columbia’s residential customers. Benefits include the following: 38 



 

 
26 

• Elimination of the convenience fee to residential customers for elec-1 

tronic payment through our third-party processor for credit card, 2 

debit card, and ACH transactions; 3 

• Elimination of transaction fees for bill payment at one of Columbia’s 4 

authorized walk-in locations; 5 

• Residential customers will be encouraged to use our authorized pay-6 

ment channels, thus avoiding delays in processing payments made 7 

through unauthorized channels; and,  8 

• Increased customer satisfaction by allowing residential customers to 9 

pay via the channel of their choice at no additional charge.  10 

 11 

Q. What is Columbia’s long term customer bill payment channel strategy?  12 

A. Customer expectations are constantly changing as companies focus on im-13 

proving customer satisfaction and addressing changing needs due to tech-14 

nological advancements (e.g., tablets, smart phones, etc.). Columbia’s goal 15 

is to work diligently to offer a variety of customer-focused payment options 16 

to address evolving payment expectations and improve the customer expe-17 

rience.     18 
 19 
Q. What is the amount of the residential transaction fee costs that are 20 

included in this rate case proceeding? 21 

A. This Application covers the transaction fees associated with projected pay-22 

ment volumes resulting from the elimination of fees for credit card, debit 23 

card, ACH electronic payments, and walk-in customer payments for resi-24 

dential customers. Columbia estimates that credit card, debit card, and 25 

ACH payment volumes will increase by 21.88 percent as a result of plans to 26 

offer these payment channels at no additional charge per transaction. This 27 

percentage increase is based on the historical residential customer 28 

credit/debit card and ACH payment volume increases experienced by affil-29 

iate operating companies. The payment volume increase was applied to Co-30 

lumbia’s credit card, debit card and ACH payment volumes experienced 31 

for the twelve-month period ending February 29, 2020. The historical trans-32 

actions for this twelve-month period were chosen due to the impact of 33 

COVID-19 on customer payment behavior beginning in March 2020. The 34 

payment volume increase is off-set by the reduction in lockbox, in-house, 35 

and walk-in transactions experienced by affiliate operating companies. The 36 

projected costs on an annual basis for credit cards, debit cards, ACH, and 37 

walk-in payments in the initial year, and included in the Company’s pro 38 

forma level of NCSC billed O&M expense in this Application, are estimated 39 

to be $3.1 million. The calculation and supporting documentation utilized 40 
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to project the annual level of residential transaction fee costs are included 1 

in C Schedules work papers WPC-3.21r through WPC-3.21aa. 2 

  3 

Q. Please explain the NCSC O&M Expense adjustment for the Amortization 4 

of the Columbia’s Regulatory Asset for deferred NCSC Allocated OPEB 5 

Expenses included in Schedule C-3.21. 6 

A. The final adjustment to Columbia’s test year allocated NCSC O&M ex-7 

penses, and supported by C Schedules work paper WPC-3.21ab, provides 8 

for a proposed five-year amortization of Columbia’s portion of NCSC’s 9 

OPEB-related deferred costs. Please refer to the testimony of Columbia wit-10 

ness Gore for explanation of Columbia’s NCSC OPEB Regulatory Asset.      11 

 12 

Q. Please describe the information shown in Schedule C-3.22. 13 

A. The adjustment to O&M expense in Schedule 3.22 provides for recovery of 14 

the estimated expenses for this base rate case proceeding. As detailed by 15 

type of expenditure on Schedule C-8, the total estimated rate case expenses 16 

for this proceeding are anticipated to be $1.756 million. Columbia’s rate case 17 

expenses are proposed to be amortized over a period of five years.  18 

  19 

Q. Why did Columbia use a five-year period for the amortization of rate case 20 

expense? 21 

A. A five-year period for recovery of these expenses was selected because it is 22 

representative of the annual recovery of rate case expenses comparable to 23 

those approved by the Commission in recent base rate cases. In addition, 24 

the proposed five-year amortization of rate case expenses for this Applica-25 

tion is the same amortization period for the deferred Regulatory Asset 26 

amortizations, with exception of the PSP, described in the Schedules C-3.23 27 

and C-3.27 adjustments below. 28 

 29 

Q. Please describe the Regulatory Asset / Liability Deferral Amortization 30 

O&M Expense adjustments shown in Schedules C-3.23 through C-3.27. 31 

A. The adjustments presented in Schedules C-3.23 through C-3.27 provide for 32 

amortization of various Commission-approved deferred O&M expenses, as 33 

well as on-going projected expenses for the Pipeline Safety Program. 34 

 35 

 Please refer to the testimony of Columbia witnesses Gore, Okin, Ayers, and 36 

Thompson for explanation and support of the Regulatory Assets/Liability, 37 

and projected expenses, as follows: 38 
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 1) Schedule C-3.23 – NiFiT: Gore; 1 

 2) Schedule C-3.24 – Pension and OPEB: Gore;  2 

 3) Schedule C-3.25 – Environmental Remediation: Gore and Okin;  3 

 4) Schedule C-3.26 – Pipeline Safety Program: Thompson and Ayers; and  4 

 5) Schedule C-3.27 – COVID-19: Gore. 5 

  6 

 As discussed previously in my testimony, the Field/System Operations 7 

Technical Training Program O&M expense adjustment included in Sched-8 

ule C-3.26 is a proposal supported by Columbia witness Ayers. The pro-9 

jected PSP Technical Training Program O&M expenses provided by witness 10 

Ayers were allocated to labor, incentive compensation, employee benefits, 11 

vehicle and tool clearing based on Columbia’s total O&M expense actuals 12 

for calendar year 2020. Note, the Field/System Operations Technical Train-13 

ing O&M labor and incentive expenses were carried-forward to C Sched-14 

ules work paper WPC-3.30a, supported by Columbia witness Trapp, to cal-15 

culate pro forma payroll tax. 16 

 17 

 Columbia’s deferred O&M expenses, with exception of the PSP Regulatory 18 

Asset, are proposed to be amortized over a five-year period. The annual 19 

recovery of these costs are comparable to similar deferred cost amortiza-20 

tions approved by the Commission in recent base rate cases. Please refer to 21 

the testimony of Columbia witness Thompson for explanation of the PSP 22 

Regulatory Asset.     23 

 24 

Q. Please describe the information shown in Schedules C-3.28 and C-3.29. 25 

A. The Cost of Service adjustments shown in Schedules C-3.28 and C-3.29, 26 

which present the annualization of Depreciation and Amortization Expense 27 

and amortization of Post In-Service Carrying Charges (“PISCC”), were pro-28 

vided to me by Columbia witness Gore. Please refer to Mr. Gore’s testimony 29 

for detailed explanation and support of the adjustments to depreciation and 30 

amortization expense, including PISCC.   31 

 32 

Q. Please describe the information shown in Schedules C-3.30 to C-3.34. 33 

A. Schedules C-3.30, C-3.31, C-3.32, C-3.33, and C-3.34 were provided to me by 34 

Columbia witness Trapp and utilized in the calculation of the Cost of Ser-35 

vice. These schedules contain adjustments to Taxes Other Than Income in-36 

cluding payroll taxes, property taxes, non-Ohio state income tax, Excise 37 

(Distribution) and Gross Receipts (Ohio Excise) Tax Expense Riders, and 38 

PUCO and OCC tax assessments. Please refer to Mr. Trapp’s testimony for 39 
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detailed explanation and support of the Taxes Other Than Income adjust-1 

ments.  2 

 3 

Q. Please describe the information shown in Schedule C-3.35, and in 4 

Schedules C-4 and C-4.1. 5 

A. Schedule C-3.35, Federal Statutory Deductions Adjustment, and Schedules 6 

C-4 and C-4.1, Adjustments to Federal Statutory Deductions and Deferred 7 

Income Tax, capture the changes required to federal income tax expense 8 

based on the requested revenue increase in this proceeding. Explanations 9 

of the figures in these schedules are provided and supported in the testi-10 

mony of Columbia witness Trapp. 11 

 12 

Q. Please describe the Social and Service Club Dues in Schedule C-5. 13 

A. Schedule C-5 requires a listing of all Social and Service Club Dues for which 14 

the Company requests recovery in its O&M expense. As Columbia has ex-15 

cluded all Social and Service Club Dues from its adjusted test year O&M 16 

expenses, this schedule includes the statement, “the Company has not in-17 

cluded any social or service club dues in this rate case.” 18 

 19 

Q. Please describe the Charitable Contributions in Schedule C-6. 20 

A. Schedule C-6 requires a listing of all Charitable Contributions for which the 21 

Company requests recovery in its O&M expense. As Columbia has ex-22 

cluded all Charitable Contributions from its adjusted test year O&M ex-23 

penses, this schedule includes the statement, “the Company has not in-24 

cluded any charitable contributions in this rate case.” 25 

 26 

Q. Please describe Customer Service and Informational, Sales, and General 27 

Advertising Expense in Schedule C-7. 28 

A. Schedule C-7 sets forth a listing of all Customer Service and Informational, 29 

Sales and General Advertising expenses for which the Company requests 30 

recovery as a part of O&M expense in its Application, separated by labor 31 

and non-labor. Columbia has excluded all Sales and Promotional Advertis-32 

ing from its adjusted test year O&M expenses.  33 

 34 

Q. Please describe the Rate Case Expense information in Schedule C-8. 35 

A. Schedule C-8 sets forth, for comparative purposes, the projected expenses 36 

of this proceeding and Columbia’s most recent rate case. This schedule fur-37 

ther provides identification of costs by the type of expenditure. As men-38 

tioned previously in my testimony, this schedule is the basis of the rate case 39 

expense amortization presented on Schedule C-3.22.  40 
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Q. Please describe the O&M labor and labor-related expenses shown in 1 

Schedule C-9. 2 

A. Schedule C-9 details, by type of expenditure, the test year unadjusted and 3 

adjusted O&M expenses for labor (inclusive of incentive compensation ex-4 

pense), employee benefits, and payroll taxes. The summarized adjustment 5 

figures shown on Schedule C-9 and used in determination of the adjusted 6 

test year expenses were populated from the labor-related adjustments on 7 

Schedules C-3.14, C-3.15, C-3.16, C-3.20, C-3.21 (specifically C Schedules 8 

work papers WPC-3.21k and WPC-3.21n through WPC-3.21q), C-3.26, and 9 

C-3.30. The combined total test year O&M payroll costs for Columbia em-10 

ployees and costs allocated to Columbia by NCSC are presented on Sched-11 

ule C-9, Page 1. Identification of Columbia’s (direct) employees payroll 12 

costs and costs allocated from NCSC are shown on Schedule C-9, Pages 2 13 

and 3, respectively. 14 

 15 

Q. Please describe the Payroll Analysis shown in Schedule C-9.1. 16 

A. Schedule C-9.1 provides the five most recent calendar years (2016 to 2020) 17 

and the test year, man-hours, labor dollars, employee benefits, payroll 18 

taxes, and employee levels by month, total for the year, annual average, and 19 

year-end. In addition, Schedule C-9.1 contains the ratios of overtime to 20 

straight-time for man-hours and total (gross) labor dollars, O&M expense 21 

labor dollars to total labor, employee benefits expensed to total employee 22 

benefits costs, and payroll taxes expensed to total payroll taxes.  23 

 24 

 The historical five-year and test year combined total payroll analysis for 25 

Columbia employees and costs allocated to Columbia by NCSC are pre-26 

sented on Schedule C-9.1, Page 1. Summary and detailed identification of 27 

Columbia (direct) employee payroll costs for each of the unions, and non-28 

union, are shown in Schedule C-9.1, Pages 2 through 9. The payroll analysis 29 

of man-hours, labor dollars, employee benefits, and payroll taxes allocated 30 

to Columbia from NCSC is presented on Schedule C-9, Page 10. Please note 31 

that the NCSC employee levels on Page 10 are representative of total NCSC 32 

employees while the NCSC employee payroll costs are allocated based on 33 

the work performed on behalf of Columbia Gas of Ohio. 34 

 35 

Q. Have you made any changes to Schedule C-9 since the Company’s filing 36 

Application on June 30, 2021? 37 

A. Yes. After the Application was filed, an administrative error in the popula-38 

tion of the adjustments for total employee benefits and payroll taxes on 39 
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Schedule C-9, Page 3 (Total Company Allocated Corporate Services Opera-1 

tion and Maintenance Payroll Costs) was discovered and corrected. This 2 

amendment is also reflected on Schedule C-9, Page 1. Note, the amendment 3 

of Schedule C-9 has no bearing on the calculation of the revenue deficiency.  4 

 5 

Q. Please describe the Five-Year Financial Forecast shown in Schedules C-6 

10.1 and C-10.2. 7 

A. Schedule C-10.1 provides comparative balance sheets for the most recent 8 

five calendar years (2016 to 2020) and date certain (March 31, 2021). The 9 

source of the information shown on these schedules was Columbia’s annual 10 

reports and General Ledger.  11 

 12 

 Schedule C-10.2 shows comparative income statements for the most recent 13 

five calendar years and test year. The source of the information shown on 14 

these schedules was Columbia’s annual reports, General Ledger and 15 

budget. The amounts shown for test year Net Operating Income correspond 16 

to those amounts set forth on Schedule C-2.1. 17 

 18 

Q. Please describe the information shown in Schedule C-12. 19 

A. Schedule C-12 is an Analysis of Reserve for Uncollectible Accounts for the 20 

most recent three years. There are no ratios shown on this schedule as this 21 

information was not computed or used in the computation of the revenue 22 

requirement in case. Uncollectible reserve ratios were not used due to the 23 

fact that uncollectible accounts are tracked through either the PIPP or UEX 24 

Riders (with exception of uncollectible expense for LGS customer accounts 25 

discussed earlier in my testimony); therefore, activity for uncollectible re-26 

serves net to zero.  27 

 28 

C. S SCHEDULES 29 

 30 

Q. Please describe the information shown in Schedule S-2. 31 

A. Schedule S-2 contains Columbia’s projected five-year financial budget for 32 

the period 2021 to 2025. This schedule includes, by calendar year, the fol-33 

lowing: 34 

Projected Comparative Balance Sheets 

Projected Comparative Income Statements 

Projected Comparative Statement of Cash Flows 

Forecast Assumptions 
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 Please note, the calendar year 2021 Income Statement shown on Page 3 of 1 

Schedule S-2 represents twelve months of projected information as opposed 2 

to the three months actual and nine months 2021 projected test year utilized 3 

in this case. The source of the information used for preparation of these 4 

documents is Columbia’s current approved budget. 5 

 6 

V. CONCLUSION 7 
 8 

Q. Do you plan to continue to monitor and update items noted within this 9 

testimony?  10 

A. Yes.  Within this testimony and schedules I am sponsoring or co-sponsor-11 

ing, several adjustments were made based on projections of O&M expenses.  12 

These costs will be monitored and updated throughout this proceeding, in 13 

addition to any other issues raised in discovery, audit or at hearings. 14 

 15 

Q. Does this complete your Prepared Direct Testimony? 16 

A. Yes, it does. However, I reserve the right to supplement this testimony to 17 

respond to additional any issues raised during the course of the proceeding.18 
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