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Columbia Gas of Ohio, Inc.
Case No, 19-0438-GGA-RDR

INTRODUCTION

I accordance with the Public Utilities Commission of Ohio’s (PUCO or Commission) Opinion and Order
in Case No, 17-2202-GA-ALT (Order),! on February 28, 2019, Columbia Gas of Ohio, Inc. (Colurbia or
Company) filed an application to adjust its Capital Expenditure Program (CEP) Rider rate.

On April 17, 2019, the Commission selected Blue Ridge Consulting Services, Tnc. {Blue Ridge or Auditor)
as the auditor to assist the staff of the PUCO (Staff) in performing the review of the necessity, prudency
and reasonableness of capital expenditures and deferrals related to Columbia’s CEP Rider.

On Jaly 10, 2019, Blue Ridge submiited its Audit of {be Capital Expenditure Program For the 2018 Annual
Adjustment to the CEP Rider Rate for Columbia Gas of Ohio, Inc. (Blue Ridge Report),

This report by Staff provides Staffs conclusion and recommendations fo the Commission in regard fo
Columbia’s application to adjust its CEP Rider as filed in Case No. 19-0438-GA-RDR,

BACKGROUND

Under R.C. 4929111, a natvral gas company may file an application to implement a capital expenditure
program {CEP) for infrasiructure expansion, improvement, ot replacenent; to install, upgrade, or replace
information technglogy systems; or to comply with rules, regulation, or orders of the Comumission or other
governmental entlty having jurisdiction. If the Commmission finds that the CEP is consistent with the
Company's ohligation to Rurnish necessary and adequate services and facilities, and finds those services
and facilities to be just and reasonable, the Commission shall approve the application and anthorize deferral
ot recovery of both a regulatory asset for post in-service carrying costs (PISCC) on the portion of assets of
the CEF placed in service but not reflected in rates as plant in service, and a repulatory asset for the
incremental depreciation and the property tax expense directly atiributable to the CEP but not reflected in
rates.

In 2011, the Company filed an application to implement a capital expenditure program and modify its
accounting procedures in Case Nos. 11-5351-GA-UNC and 11-5352-GA-AAM. The Commission limited
the CEP deferral authority from October 1, 2011, through December 31, 2012, The Commission authorized
the Company to aceme CEP Deferral expense untif the rates to recover the deforrals for the Small General
Service (SGS) class reach $1.50 per month.?

In 2012, in Case Wos, 12-3221-GA-UNC and 12-3222-GA-AAM, the Commission authorized the
Company to continue its CEP Deferral beyond Decamber 31, 2012, up and to the time whete the acerued
deferral would generate rates that result in an increased monthly charge of more than $1.50 per month for
the SGS class.?

Lin the Matter of the Application of Columbia Gasz of Ohio, Inc. for Approval of an Alternative Form of Regulation
to Establish a Capital Expenditure Program Rider Mechanism, Case No. 17-2202-GA-ALT, Opinion and Order
Nav. 28, 2018).

2 In the Maiter of the Applivetion of Columbia Gas of Ohio, Inc. for Approval to Implement a Capital Expenditure
Program, Case Wo. 11-5351-GA-UNC, ¢f al., Finding and Order at 12-13 (Aug. 29, 2012).

* In the Matter of the Application of Columbia Gas of Qhio, Tne. for Appreval fo Implement  Capital Expenditure
Prograpt, Case No. 12-3221-GA-UNC, ef al., Finding and Order at 5 (Oct. 9, 2013).
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In 2018, in Case No. 17-2202-GA-ALT, the Commussion authorized the Company to implement a new
alternative rate plan and create the CEP Rider to recover historic and ongoing CEP costs and CEF deferrals
(CEP Investment), The rates for incorporating historic CEP Investments through December 31, 2017 were
set for SGS customers at $3.51 per meter per month.* The rates for recovery of ongoing CEP Investments
were capped for SGS customers at $1.05 as a total rate cap of $4.56 starting in September 2019.°

COLUMBIA’S APPLICATION FOR CEP RIDER

Columbia filed its Application to adjust the CEP Rider rate for 8GS to $4.15 beginning September 20199
The CEP Rider’s revenue requirement for CEP investinent through Dee. 31, 2018 is $88,796,866. The
Company caleulated a total revenue requirement for 2018 investments of $16,149,0987 and an over recovery
from the prior yoar of $1,838,486 resulting in a revenme requirement of $14,310,612. CEP Investments
included plant additions of $122,061,499 and retirements of $16,117,383 for fotal plant in service of
$105,944,116; accumulated depreciation of $59,266,160; and total deferred expenses and total deferred
taxes on expenses (depreciation, PISCC, and property tax} of $47,543,038, Anmualized operating expenses
incleded depreciation, deferred depreciation amortization, PISCC amartization, progerty tax expenss, aind
deferred property tax expense amortization.

THE CEP RIDER INVESTIGATION

Staff divided ifs review imto two parts: 1) investigating the application and supporting schedules to
determing if Columbia’s filed exhibits justify the reasonableness of the revenue requirement proposed by
the Company that is nsed as a basis for the adjustment; and 2) plant investigation performing the review of
the necessity, prudency and rensonableness of capital expenditures and deferrals related to Columbia’s CEP
Rider. The Commission selected Blue Ridge as the auditor to assist Stafl in condueting the plant
investigation. - _

Staff reviewed the Company’s Application and supporting testimony, malyzed documentation associated
with expenses and deferrals for depreciation, property tax, and PISCC, Staff also reviewed proposed tariffs,
bill impacts, and revenue requirement calculations. As pait of its review, Staff issued data requests,
contacted Company representatives to obtain clarifying and follow-up data, and performed independent
smalysis when tecessary. Finally, Staff reviewed the Order and stipulation from Case No. 17-2202-GA-
ALT to ensurs the Company was in compliance with all recommendations and requirements.

Bluc Ridge conducted an audit of Columbia’s CEP capital expenditures. The audit reviewed the accouuting
acouracy and used and useful nature of Columbia’s non-JRP capital expenditures and related assets and
corresponding depreciation reserve for invesiments and deferrals from January 1, 20138 through December
31, 2018, The audit also assessed their necessity, prudency, lawfulness, and reasonableness. Blue Ridge
reviewed information required by the RFP and provided in response to data requests, conducted interviews,

4 In the Mutter of the Application of Columbin Gas of Ohio, Ine. for Approval of an Alternative Form of Regulation
to Establish a Caplital Expenditure Program Rider Mechanism, Case No. 17-2202-GA-ALT, Opinion and Order at
14 {Nov, 28, 2018).

Sld at19.

& Application, At A (Feb. 28, 2019).

7 The Company calculated the rovenne requirement by multiplying reported 2018 CEP Tnvestments of $94,220,993
by the rate of return (9.52% pre-tax) and adding annpalized operating expenses of $7,179,259,
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performed field inspections and desk top reviews, reviewed the Company’s processes and procedures, and
performed various analyses as detailed in the Blue Ridge Report.

STAFF’S RESPONSE AND RECOMMENDATIONS
Staff has completed its investigation of Columbia’s proposed CEP Rider application.
Staff fully adopis the Blue Ridge Report. Specifically, Staff recommends that the Company:

s Adjust depreciation balances and the revenue requirement to account for the retirement that was
recorded {o the incorrect account. :

Remove from Utility Plant in Service the total cost of unused Mobile Data Terminals ($388,656).

s Formmally document its policies and procedures on the preparation and approval of workorders,
damage claims, accounting/ journal entries, and allocations.

»  Work with Staff to better identify expenses versas capifalized costs associated with meter
relocations. More specifically, detormine how the activity and costs should be tracked in order to
clarify how meter movement should be recorded (capital or expensa) in various situations and how
to ensure the infegrity of the process.

»  Track the depreciation offset.

s Track incremental revenues,

+ Track and document how each growth project met or did not mest its goal in order to ensure that
the assets placed in service are both used and useful and not overbuilt either in Iength or diameter.

»  Ensure retirements and cost of removal are recorded at the same time as the replacement assets.

Blue Ridge further noted that the Company did not reflect incremental revenue in its CEP and recommended
that the revenne offset be clarified, Staffbelieves that the CEP deferral formula authorized in Case Mo. 12-

_3221-GA-UNC, et al. was meant 1o be adjusted in Case No. 17-2202-GA-ALT to remove the incremental
revenue offset as part of the Siipulation entered into in that case. However, Staff believes incremental
revenues are an important component of the CEP deferral formula and, therefore, its removal from the
formuta should not be indefinite.’

The camulative effect of these adjustments results in a CEP Rider rate for SGS of $4.10 beginning
September 2019, The CEP Rider’s revenue requirement for CEP investment through Dec. 31,2018
is $87,616,409. A total revenue requirement for 2018 iovestmemnts is §14,268,641and an over
recovery from the prior year of $1,838,486 resulting in and a revenue requirement of $13,130,155,
The revenue requirement was derived by multiplying reported 2018 CEP Investments of
$92,852,531 by the rate of return {9.52% pre-tax) and adding anmualized operating expenses of
$5,129,080. CEP Ivestments included plant additions of $121,672,839 and retirements of
$16,117,383 for total plant in-service of $105,555,456; accumulated depreciation of $59,188,428;

8 The stipulation in Case Mo, 17-2202-GA-ALT states in part: The Signatory Parties recommend that for CTP
Investment incwred after December 31, 2017, Columbia should be authorized to defer expenses associated with
CEF Investment until such costs are recovered by means of an adjustment to Columbia’s CEP Rider rates. The
defearals shall be those authorized by the Commission in Case Nos, 12-3221-GA-UNC and 12-3222-GA-AAM.
Columbia may adjust the CEP Rider rates each year to coflect from customers the prior calendar year’s CEP
Investment and related deferrals, B the Matter of the Application of Colinnbia Gas of Ohio, Inc. for Approval of an
Alternative Form of Regulation to Estublish a Capital Expenditure Program Rider Mechanism, Cass No. 17-2202-
GA-ALT, Stipulation at 4 (Oct. 25, 2018).
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and total deferred expenses and total deferred taxes on expenses (depreciation, PISCC, and property
tax) of $46,485,504,

Based upon the investigation deseribed above, Staff belisves that the Company has supported its filing with
adequate data and information to ensure that the CEP Rider revenue requirement and resulitng rider rates
are just and reasonable. Therefore, Staff recommends that the Commission approve Cotumbia’s Application
for the CEP Rider as modified by these comments,
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Audit of the Capital Expenditure Program
For the 2019 Annual Adjustment to the CEP Rider Rate
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Blue Ridge Consulting Services, Inc.
114 Knightsridge Road
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DISCLAIMER

The word audirt is intended, as it is commonly understood in the utiity regulatory environment,
to mean a regulatary review, a field investigation, or a means of determining the appropriateness of
a financizl presentation for regulatory purposes. It is not intended in its precise accounting sense as
an examination of booked numbers and related source documents for financial reporting purposes,
Neither is the term audit in this case an analysis of financial statement presentation in accordance
with the standards established by the American Institute of Certified Public Accountants (AICPA) and
the Financial Accounting Standards Board (FASB). The reader should distinguish regulatory reviews
such as those that Blue Ridge performs from financial audits performed by independent certified
public accountants.

This document and the opinions, analyses, evaluations, and recommendations are for the sole
use and benefit of the contracting parties. There are no intended third-party beneficiaries, and Blue
Ridge shall have no liability whatsoever to third parties for any defect, deficiency, error, or omission
in any statement contained in or in any way related to this document or the services provided.

This repott was prepared based in part on information not within the control of the consultant,
Blue Ridge Consulting Services, Inc. While it is believed that the information that has been provided
is reliable, Blue Ridge does not guarantee the accuracy of the information relied upon.

Blue Ridge Consulting Services, Inc.
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ORGANIZATION OF BLUE RIDGE’S REPORT

This report is organized according to the foHowing major sections:

Executive Summary: This section provides a summary of Blue Ridge's observations, findings,
conclusions, and recommendations presented in more detail in the body of the report.
Status of Case No. 19-438-GA-RDR Recommendations

Elements of Analysis: This section explains the focllowing elements used in Biue Ridge's
analysis: background; project purpose; project scope; audit standard; materiality;
information reviewed; interviews; field observations, policies and practices; and a brief
summary of the varianee analyses, fransactional testing, and other analyses.

Profect Requirements and Related Summary Conclusions: This section identifies the
requirements of the Request for Proposal for this project and specifies Blue Ridge’s summary
conclusions regarding those requirements.

Detailed Analysis, Findings, and Recommendations: This section documents Blue Ridge’s
analyses that led to our observations, findings, and recommendations regarding the plant-in-
service balances and expenditures of the Capital Expenditures Program {CEFP). It includes the
rationale and description of any recommended adjustments.

Appendices: The appendices include information reviewed and workpapers that support
recommended adjustments.

Blue Ridge Consulting Services, Inc,
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Audit of the CEP for the 2019 Annual Adjustment to the CEP Rider Rate
For Colimbhia Gas of Ohio, [re.

EXECUTIVE SUMMARY

On December 1, 2017, Columbia Gas of Ohio, Inc. {"Columbia” or "Company”} filed an application
seeking authority from the Public Utilities Commission of Ohio (PUCO or “Commission”) for a new
alternative rate plan to establish a capital expenditure program (CEP) rider (“CEP Rider”). The
Company filed an amended application on April 2, 2018. The Company stated that the purpose of the
CEP Rider is to recover the post-in-service carrying costs, incremental depreciation expense, and
property tax expense currently deferred pursuant to Columbia’s capital expenditure program
deferral [“CEP Deferral”} as well as the corresponding assets to which these expenses are direetly
attributable in the capital expenditure program. The Commission granted the Company authority to
establish a CEP Rider and authority to recover deferrals and the underlying assets for CEP investment
from 2011 through 2017. The Company was also authorized to adjust the CEP Rider rate each year
to collect from customers the prior calendar year's non-iRP capital expenditures and related
deferrals.

On January 29, 2020, the Public Utilities Commission of Ghio (“"Commission” or PUCO] issued a
request for proposal seeking proposals to conduct a two-part audit of Columbia's CEP capital
expenditures. The first part of the audit is to review and attest to the accounting accuracy and used
and useful nature of Columbia’s hon-IRP capital expenditures and related assets and corresponding
depreciation reserve for investments and deferrals from January 1, 2018, through December 31,
2019. The second part of the audit is to simultaneously assess and form an opinion on the necessity,
prudence, lawfulness, and reasonableness of Columhia’s non-IRP capital expenditures and related
assets for the same period.! Blue Ridge Consulting Services, Inc. {“Blue Ridge”) submitted a proposal
and was selected to perform the review. Blue Ridge’s investigation included data requests,
interviews, field inspections, and analyses, including variance, detailed transactional testing, and
other analyses. o

Part 1 Plant In-Service Bélainces

For the first part of the audit, Blue Ridge reviewed the accounting accuracy and used and useful
nature of Columbia’s non-IRP capital expenditures and related assets and corresponding
depreciation reserve for investments and deferrals for the period fanuary 1, 2019, through December
31, 2019, Through our analysis, Blue Ridge found that the Company was able to provide detailed
continuing property records to support its plant-in-service balances. For the work order / projects
detail thatthe Company provided, Blue Ridge found thatall the work included in the projects sampled
are capital in nature and the scope of work and eost detail coincided with the applicable FERC 300
accounts to which the work applies in accordance with the FERC Uniform System of Accounts (CFR
18). The projects were classified te the proper intangible distribution and general equipment FERC
accounts.

The Company included detailed justification and support that the projects were necessary,
reasonable, and prudent Blue Ridge concluded that the projects are used and useful. However, we
identified several growth projects that could generate revenue (Testing Step T11). The Company has
not reflected any incremental revenue in its CEP. Blue Ridge reiterates its recommendation from
prior audits that incremental revenue he clarified and tracked.

1 Case Neo. 20-0049-GA-RDR Request for Proposal No. UD20-CSPA-1, pages 1-2.

Blue Ridge Consulting Services, Inc.
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In reviewing depreciation, Blue Ridge confirmed the Company’s calculations. We also found the
depreciation accrual rates to be not unreasonable,

Part 2 Capital Expenditures Prandence Audit

For the second part of the audit, Blue Ridge purposed, as the RFP instructed, “to simultaneonsly
assess and form an opinion on the necessity, prudence, lawfulness, and reasonableness of Columbia’s
non-IRP capital expenditures and related assets for the same period” (January 1, 2019, through
December 31, 2019].

Blue Ridge examined the Company’s policies and practices and found them, for the most part, to
be satisfactory. The one concern Blue Ridge had in this audit (as in the previous year) was that the
Company had no corporate policies for the preparation and approval of work orders, damage claims,
accounting /journal entries, or allocations. While the Company was able to explain the criteria for
ensuring the activity was handled properly, Blue Ridge believes that policies and procedures are an
important component of internal controls and recommends again that the Company formally
document its policies and procedures in these areas. However, although recommending
documentation for those corporate policies mentioned above, Blue Ridge concluded that Columbia’s
controls were adequate and not unreasonable. Furthermore, we were satisfied with actions taken
with regard to internal and other audits reviewed.

In evaluating cost drivers and containment, Blue Ridge found that the steps the Company is
taking to control contractor costs both near- long-term are prudent and not unreasonable.

Blue Ridge suggests two adjustments. The first regards deferred income taxes on liberalized
depreciation—vintage 2017 plant in service. The underlying tax depreciation schedule for Vintage
2017 assets did not tie to the cumulative annual balance as of Decermnber 31, 2019, In response to
discovery, the Company provided a revised Schedule 11, which increased the deferred income tax
offset in rate base by $§91,897. Blue Ridge recommends that the CEP be adjusted to reflect this
revision, The revision reduces the CEP revenue requirements by $8,749,

The second adjustment regards deferred income taxes on liberalized depreciation—vintage
2019 plant in service. The Repairs and Mixed Service Cost ratios used to calculate the depreciable tax
basis for 2019 vintage assets carried over 2018 data from the prior year's filing. In response to
discovery, the Company provided the updated percentages and explained the 2019 data was
pravionsly unavailable when it filed the CEP schedules on February 28, 2020. Blue Ridge
recommends that when estimates are used or inputs are not updated due to time constraints during
the preparation of the initial filing, they should be trued up to actual when available and the
difference is not de mininis. Blue Ridge calculated the impact to be a $1,597,311 increase to the
deferred income tax offset in rate base, Blue Ridge recommends that the CEP revenue requirements
be adjusted to reflect this revision. The impact is a $152,064 reduction in the CEP revenue
requirements.

Blue Ridge had other recommendations not including adjustments:

1. The Commission ordered in Case No. 19-0438-GA-RDR {August 28, 2019} that the Company
address 0CC's recommendation to identify meter relocation costs that should not have been
charged to consumers under the CEP and track the number and cost of meter relocations on
an annual basis for relocated meters that are either expensed or capitalized. The Company
reviewed its policies and procedures and determined that no changes were necessary.
However, the Company’s response did not address OCC’s recommendation regarding the
tracking of meter relocations. Blue Ridge recommends that the Company comply with the

EBlue Ridge Consulting Services, Inc.
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Commission-approved recommendation from OCC and track the meter relocations on an
annual basis and indicate whether the costs are expensed or capitalized.

In our review, the Company stated that there were no corporate policies for the preparation
and approval of work orders, damage claims, accounting/journal entries, or allocations.
However, they did explain the criteria, including checklist, manual, and other requirements
that ensured the activity was handled preperly. Policies and procedures are an important
component of internal controls. Blue Ridge again recommends that the Company formally
document its palictes and procedures in these areas.

We identified several growth projects that could generate revenue (Testing Step T11}). The
Company has not recegnized incremental revenue in its CEP. Blue Ridge reiterates its
recommendation from prior audits concerning incremental revenue that the Company
identify projects that have the potential of generating incremental revenue and track that
revenue. Inclusion of incremental revenue in the CEP should be re-evaluated in the
Company’s next base rate case,

Blue Ridge continues to recommend that the timeliness of recording retirements and COR at
the same time as replacements are recorded continue to be monitored in future audits.

STATUS OF CASE No. 19-0438-GA-RDR RECOMMENDATIONS

Blue Ridge performed the Plant-in-Service and Capital Expenditure Program Audit of Columbia
Gas of Ohio, Inc. in Case No. 19-0438-GA-RDR. In its Order in that case, the Commission included
recommendations from Staff and OCC. Additionally, Staff had adopted Blue Ridge Recommendations
in its report dated july 15, 2019. Blue Ridge requested the status of these recommendations as listed
below. Following eaclh recommendation is Columbia’s response regarding the recommendation’s
status? and Blue Ridge's associated comments based upon observations frem this compliance audit.

Recommendations in Commission Order, dated August 28, 2019

a)

b}

Staff Recommendation: Adjust depreciation balances and the revenue requirement to
account for the retirement that was recorded to an incotrect account,

Columbia Response: Columbia adjusted the depreciation balances and the revenue
requirement to account for the Staff Recommendation in Case No. 19-438-GA-RDR to arrive

at the final effective rates in 2019.

Blue Ridge's Comments: In Blue Ridge's July 10, 2019, report, we identified an error in the
recording of certain retirements that reduced depreciation expense by $943,642, We
confirmed that the adjustment was reflected in the December 31, 2018, balances reflected
in the CEP under audit this year.? No additional work required.

Staff Recommendation: Remove from Utility Plant in Service the total cost of unused Mobile
Data Terminals.

2 Cphimbia Gas response to Blie Ridge Data Requests 6 and 7.
3 WP Rev Req Z0-0049-CGA-RDR - CEP Andit BRCS Set 1 No 3 - CEP Financial Schedules,

Blue Ridge Consulting Services, Inc,
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Columbia Responsge: Colambia removed from Utility Plant in Service the total cost of unused
Muobile Data Terminals to account for the Staff Recommendation in Case No. 19-438-GA-RDR
to arrive at the final effective rates in 2019.

Blue Ridee’s Commients: In Blue Ridge’s fuly 10, 2019, report, we identified 96 uninstalled
Mgobile Data Terminals (MDTs] that were not used and useful and recommended their costs
be excluded from the CEP. The adjustment reduced plant by $388,660 and accumulated
depreciation by $77,732. We confirmed that the adjustnient was made to the December 31,
20118, halances reflected in the CEP.4 No additional work required.

¢} O0CCRecommendatien: Amend the Company's policies and procedures to protect consumers
from being charged for assets that are not used and useful as a result of overbuilding for
growth projects that do not result in the expected growth.

Cohimbia Response: Columbia reviewed its policies and procedures with its Accounting
Department after Case No. 19-438-GA-RDR and determined no changes were necessary. The
Company further explained that the capital policies and procedures address when Columbia
is permitted to capitalize an asset that is used and useful. Likewise, thiough the field and
desktop audit, Columbia explained the process by which it sizes its growth projects to ensure
there is not any overbuilding when installing new main line and services.

Blye Ridge's Comments: Blue Ridge did examine growth-related projects during the desktop
and Feld review portions of this audit, focusing on gas flow models before and after
completion, GIS prints of assets installed, and project justification statements. Based on our
review, we are satisfied that Columbia has defensible policies and procedures in place to
justify that growth-related projects are prudent, used, and vseful. No addidonal work is
required; however, future audits should contintie to monitor growth projects.

d} OCC Recammendation: Identify meter relocation costs that should not have been charged to
consumers under the CEP and track the number and cost of meter relocations on an annual
basis for relocated meters that are either expensed or capitalized.

Columbia Response: Columbia reviewed its policies and procedures with its Accounting
Department, including the Plant Accounting Grotip, and determined ne changes wete
necessary because metfer relocations were heing properly accounted as either capital or
expense. The Company further explained that once meter relocation work is completed, the
technictan will close out the job order, and then, pursuant to these policies and procedures,
the meter relocation costs will be capitalized or expensed based on the work performed.s

Blue Ridge’s Comments: The Company’s response did not address 0CC's recommendation
regarding the tracking of meter relocations. Blue Ridge recommends that the Company
-comply with the Commission-approved recommendation from OCC and track the meter
relocations on an annual basis and indicate whether the costs are expensed ov capitalized.

+ WP Rev Req 20-0049-GA-RDR - CEP Audir BRCS Set 1 Ne 3 - CEP Fmanual Schedules.
§ Colunmbia Gas réspotise to Blue Ridge Datd Requiest 74.
& Colwmhia Gas response to Blue Ridge Data Request 75,

Biue Ridge Consulting Services, Inc,
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Recommendations in Staff Report, dated July 15, 2019

e} Biue Ridge Recommendation: Formally docwment its policies and procedures on the
preparagion and approval of work orders, damage claims, accounting/journal entries, and
allecations.

Columbia Response: Columbia reviewed its policies and pracedures with its Accounting
Department after Case No. 19-438-GA-RDR and determined no changes were necessary.

Biue Ridge’s Comments: [n its audit report, Blue Ridge had agreed that Columbia’s controls
weare adequate and not unreasonable. However, Blue Ridge based its recommendation on
best practices since policies and procedures are an important component of internal
cantrols. Columbia has no corporate policies for the preparation and approval of work
orders, damage claims, accounting/journal entries, or allocations. Formalizing policies is
normally the easiest and meost effective way to retain corporate kmowledge. That being the
case, Blue Ridge renews its recommendation that the Company formalize its policies and
procedures on the preparation and approval of work orders, damage claims,
accounting/journal entries, and allocations.

f) Blue Ridge Recommendation: Work with Staff to better identify expenses versus capitalized
costs associated with meter relocations. More specifically, determine how the activity and
casts should be tracked in order to clarify how meter movement should be recorded {Capital
or expense) in various situations and how to ensure the integrity of the process.

Columbia Response: While Columbia did not work with Staff, Columbia reviewed its policies
and procedures with its Accounting Department, including its Plant Accounting department,
after Case No. 19-438-GA-RDR and determined no changes were necessary. Upon requesting
more specifically how the determination was made, the Company replied, first, that they
found meter relocations were being properly accounted as either capital or expense. Further,
their policies and procedures ensure that Columbia is accurately accounting for the meter
relocation work as either capital or expense. Columbia insisted that it does not delay
relocating service lines until service lines need to be replaced. Columbia will relocate the
meter outside if the work is required to do so. How that work is ireated is guided by its
policies and procedures.

Blue Ridge's Comments: Blue Ridge's recommendation was likely the genesis of QLC's
recommendation above in item d. As stated above, the Company's response did not address
QCC's recommendation regarding the tracking of meter relocations. Blue Ridge recommends
that the Company comply with the Commission-approved recommendation from 0CC and
track the meter relocations on an annual basis and indicate whether the costs are expensed
or capitalized.

g) Bhue Ridge Recommendation: Track the depreciation offset.
Columbia Response: Cojumbia has tracked and reflected the base rate depreciation offset in
Schedule CEP-1, Line 6.
Blue Ridge's Comments: No additional work required.

h) Blue Ridge Recommendation: Track incremental revenues.
Columbia Response: Columbia has not recognized incremental revenue in calendar year

2019, As the Staff Report noted in Case No. 19-438-GA-RDR, “the CEP deferral formula
authorized in Case No. 12-3221-GA-UNC, et. al, was meant to be adjusted in Case No. 17-

Blue Ridge Consuliing Services, Inc.
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2202-GA-ALT to remove the incremental revenue offset as part of the Stipulation entered
into in that case. However, Staff believes incremental revenues are an important component
of the CEP deferral formula and, therefore, its removal from the formula should not be
inclefinite,” See Staff Report at 3,

Blue Ridge's Comments: We identified several growth projects that could generate revenue
(Testing Step T11]}. However, the Company has not recognized incremental revenue in
calendar year 2019. We reiterate our recommendation that the Company should identify
projects that have the potential of generating incrementa! revenue and track that revenue.

i} Blue Ridge Recommendation: Track and document how each growth project met or did not
meet its goal in order to ensure that the assets placed in service are both used and useful and
not overbuilt either in length or diamater.

Columbia Response: Columbia’s New Business and Engineering departments ensure
Caluimbia's capital projects are sufficient to meet Columbia customer needs.

Blue Ridee's Comments: While ensuring the capital projects are sufficient to meet Columbia
needs is appropriate that was not Blue Ridge's concern. Our concern relates ta the potential
for growth projects that are overbuilt in anticipation of future growth that does not
materialize. The overbuild results in ratepayers paying for assets that are not used and
useful, Blue Ridge reiteratas is original recommendation.

i} Blue Ridge Recommendation: Ensure retirements and cost of removal are recorded at the
same time as the replacement assets.

Columbia Respense: Columbia’s Plant Accounting department ensures that retirements and
cost of removal are recorded at the same time as the replacement assets,

Blue Ridpe’s Comments: While noe additional work is required by the Company, we
recommend that the timeliness of recording retirements and COR at the same time as
replacements ave recorded continue to be monitored in future audits.

k) Blue Ridge Recommendation: The Company did not reflect incremental revenue in its CEP,
and Blue Ridge recommended that the revenue offset be clarified.

Columbia Response: Columbia has not recognized incremental revenue in calendar year
2019. As the Staff Report woted in Case No, 19-438-GA-RDR, “the CEP deferral formula
authorized in Case No. 12-3221-GA-UNC, et. al, was meant to be adjusted in Case No, 17-
2202-GA-ALT to remove the incremental revenue offset as part of the Stipulation enterad
info in that case. Howevar, Staff helieves incremental revenues are an important component
of the CEP deferral formula and, therefore, its removal from the formula should not be
indefinite.” See Staff Report at 3.

Blue Ridge's Comments: Blue Ridge acknowledges that the Company did not recognize
incremental revenue in calendar year 2019. However, that was not the intent of our
recommendation. We recommend that the definition of incremental revenue should be
clearly defined. Therefore, we reiterate our original recommendation.

Bilue Ridge Consuiting Services, Inc.
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ELEMENTS OF ANALYSIS

BACKGROUND

Since 1953, Section 4905.22 of the Ohio Revised Code (R.C)) has required utilities in Ohio to
“furnish necessary and adequate service” and “provide such instrumentalities and facilities as are
adequate and in all respects just and reasonable.” In September 2011, RC 4929.111 permitted
natural gas companies to apply to the Public Utilities Commission of Ohio (Commission) for approval
of a capital expenditure program (CEP} for investment related to: infrastructure expansion,
improvement, or replacement; programs to install, upgrade, or replace technoelogy systems; or,
programs to comply with government rules and regulations, With approval of a CEP, natural gas
companies can establish a regulatory asset to defer for futuve recovery the post in-service carrying
costs (“capitalized interest” or PISCC} and depreciation and property tax expenses associated with
the CEP assets.

In Case Nos. 11-5351-GA-UNC and 11-5352-GA-AAM, Columbia Gas Ohio, Inc. {Company or
Columbia) sought and was granted anthority to create a CEP and to begin deferring the related PISCC
and depreciation and property tax expenses (the CEP Deferral) for capital investments that were not
part of its accelerated infrastructure replacement program (IRP). The Commission authorized the
CEP Deferral for the period October 1, 2011 through December 31, 2012 and determined that
Columbia could accrue the deferral only up to the point where the deferred amount would exceed
$1.50 per month for the Small General Service (8GS) class of customers if it were included in customer
rates.

Subsequently, in Case Nos. 12-3221-GA-UNG and 12-3222-GA-AAM, the Commission authorized
Columbia to continue the CEP Deferral beyond 2012, up to the point where the deferred amount
would exceed $1.50 per month for the SGS class of customers if it were put into rates. The
Commission also restated its determination that it wounld consider the prudence, reasonableness, and
magnitude of the CEP Deferral and capital expenditures when Columbia applied for recovery.

In Case No. 17-2202-GA-ALT, the Company sotight and was granted authority to establish a CEP
Rider and authority to recover deferrals (as authorized in Case Nos. 12-3221-GA- UNC and 12-3222-
GA-AAM) and the underlying assets for CEP investment from 2011 through 2017, The Company was
also authorized to adjust the CEP Rider rate each year to collect from enstomers the prior calendar
year’s non-1RP capital expenditures and related deferrals. The Commission prescribed annual rate
caps by customer class per year.,

Each year, the CEP Rider application should contain schedules based on twelve months of actual
data for the prior calendar year. The rate of return used in development of the revenue requirement
in each application will be based on the capital structure and cost of capital authorized by the
Commijssien in Columbia’s most recent base rate case, Case No. 08-72-GA-AIR.

The Public Utilities Commission of Ohio {Commission or PUCO] issued a request for proposal
seeking proposals to conduct a two-part audit of Columbia’s CEP capital expenditures. The first part
of the audit is to review and attest to the accounting accuracy and used and useful nature of
Columbia's non-IRP capital expenditures and related assets and corresponding depreciation reserve
for investments and deferrals from January 1, 2019, through December 31, 2019, The second part of
the audit is to simultaneously assess and form an opinion on the necessity, prudence, lawfulness, and
reasonableness of Columbia’s non-IRP capital expenditures and related assets for the same period.”

7 Case No. 20-0049-GA-EDR Request for Froposal No. UD20-C5PA-1, pages 1-2.

Blue Ridge Consulting Services, Inc.
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Blue Ridge Consulting Services, Inc. (“Blue Ridge”)} submitted a proposal and was selected to perform
the review.

PURPOSE OF PROJECT
As defined in the RFP, the audit was to address two paris with the following scope:

Part 1 Plant-in-Service Balances: Review and attest to the accounting accuracy and
used and useful nature of Columbia's non-IRP capital expenditures and related assets
and corresponding depreciation reserve for investments and deferrals from January
1, 2019, through December 31, 2019,

Part 2 Capital Expenditures Prudence Audif: Simultaneously assess and form an

opinion on the necessity, prudence, lawfulness, and reasonableness of Columbia’s
non-1RP capital expenditures and related assets for the same period (January 1, 2019,
through December 31, 2019}, '

PROJECT SCOPE
The project scope, as delineated in the RFP, addresses the following itemas:

Part 1 Plant-in-Service Balances

Determine total Company plant in service for each account and subaccount from fanuary 1,
2019, through December 31, 2019.

Audit Columbia Gas’s plant in service to determine the proper value for non-IRP investments
by account and subaccount.

Determine total Company depreciation reserve for each account from fanuary 1, 2019,
through December 31, 2019,

Audit Columbia Gas's depreciation reserve to determine the proper value for non-IRP
investments by account and subaccount,

Provide a determination as to the accuracy and completeness of Columbia Gas's historical
plant records and continuing property record,

Ensure plant-in-service transactions were properly classified as capital expendltures
Identify subaccounts and/or functions for the determination of allocatlan factors and/or
depreciation expense.

Perform physical inspections to confirm the assels are used and useful.

Provide a report of [indings that includes the rationale and description of any recommended
adjustments.

Part 2 Capital Expenditure Prudence Audit

Review Cases 11-5351-GA-UNC, 12-3221-GA-UNC, et al, 17-2202-GA-ALT, 19-438-GA-RDR,
and 20-49-GA-RDR.

Read and become Familiar with all applicable testimony and workpapers.

Identify and assess the necessity, reasonableness, and prudence of Columbia Gas’s non-IRP
capital expenditures and assets for the period January 1, 2019, through December 31, 2019.
identify and assess the necessity, prudence, lawfulness, and reasonableness of Columhia
Gas's policies and practices for plant additions, new consiruction, plant replacement, and
plant retirements for the period january 1, 2019, through December 31, 2019.

Blue Ridge Consuliing Services, Inc.
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+ Identify and assess the necessity, reasonableness, and prudence of the principal causes for
increases in Columbia’s non-IRP capital expenditures for the period January 1, 2019, through
December 31, 72019,

+ [dentify and assess the reasonableness and pradence of Columbia Gas's cost-containment
strategies and practices in the use of cutside contractors for non-IRP capital expenditures
and assets for the period January 1, 2019, through December 31, 2019,

¢ [dentify and assess the reasonableness and prudence of Columbia Gas’s cast-containment
strategies and practices in the use of internal Company labor for non-IRP capitat expenditures
and assets for the period Jannary 1, 2019, through December 31, 2019.

« {tilize the Blue Ridge team's familiarity and experience with natural gas distribution utility
operations and capital spending practices to identify and assess the reasonableness and
prudence of any other Columbia Gas capital spending policies and practices or lack of such
practices not specifically identified herein,

« Recommend and support specific adjustments to the non-IRP plant-in-service balance based
on any findings of lack of necessity, unreasonableness, or imprudence.

s  Review and verify all CEP-related schedules to ensure accuracy of the required CEP formula,
including plant and reserve balances, annualized expenses for PISCC, property tax,
depreciation, and incrementai revenue,

Review and verify deferral beginning balances for PISCC, property tax, and depreciation,

s Recommend and support specific adjustments pertaining to the CEP schedules.

DEFINITION OF NON-IRP / CEP INVESTMENTS

The audit focuses on Non-IRP investments recovered through the Capital Expenditures Program
(CEP) Rider. Per the August 29, 2012, Order in Case No. 11-5351-GA-UNC, CEP includes (a} any
infrastructure expansion, infrastructure improvement, or infrastructure replacement program; (b}
any program to install, upgrade, or replace information technology systems; and (c) any program
reasonably necessary to comply with any rules, regulations, or orders of the Commission or other
governmental enfity having jurisdiction.

Per Columbia's application in Case No. 11-5351-GA-UNC {dated October 3, 2011), the CEP
includes the following components: {a} Replacement / Public Improvement / Betterment; (b)
Acquisitions; (c) Growth; (d} Support Services; {e) Information Technology; (f) Distribution integrlty
Management Plant Implementation.

On August 29, 2012, the Commission issued its Findings and Order regarding Case No. 11-5351-
GA-UNC. The Order approved the following:

1) Columbia's capital allocation policy governs the allocation of capital, including the
identification and prioritization of capital projects. The annual capital budget aliocation
approved by the NiSource Board of Directors is consistent with Columbia’s obligation to
furnish necessary and adequate services and facilities under Rev. Code 4905.22. the
following components are included in Columbia’s capital expenditures program:

a. Replacement/Public improvement/Betterment—Replacement of facilities for any
of the following reasons: (1) physical deterioration; (2} meeting the requirements
of governmental auathorities related to street and highway construction; (3}
accommodating existing customer requests for facility relocation; and (4)
improving system operating conditions and ensuring adeguate-distribution system
capacity and/or system reliability. This Replacement/Betterment category may

Blue Ridge Consulting Services, Inc.
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include, but is not limited to, cost related for installation of and/or improvements
to maing and service lines, measuring and regulation stations, district regulatory
stations, excess pressure measuring stations, meters, meter sets, AMR devices,
house regulators, and any associated buildings, land or land rights.

b. Growth—Facilities required to provide service to new customers or to provide
increased foad capacity to existing customers. The category niay include, but is not
timited to, costs associated with the installation of and/or improvement to mains
and services (including service line installations to new customers served by
existing mains}), district regulator stations, excess pressure measuring stations,
meters, meter sets, AMR devices, house regulators, and any associated buildings,
Iand ar land rights.

¢. Support Services—Capital expenditures that are nat directly related to gas facilities
fall into this category which may include, but is not limited to, costs associated with
the purchase of and/or improvements to buildings and structures (including
associated Tand and land rights), environmental remediation at company owned
facilities, office furniture and equipment, motorized equipment and trailers, power
operated equipment, and other miscellaheous equipment.

d. Information Technology—Capital expenditures related to technelogy and
communications infrastructure, This category may include, but is not limited to,
costs associated with purchase and installation of communications equipment
{(including associated buildings, land or Jand rights), data processing equipment,
data processing software, and software licenses.

AUDIT STANDARD

Blue Ridge's focus is on the accounting accuracy; used and useful nature; and the necessity,

prudence, lawfulness, and reasonableness of the non-IRP capital expenditures. Blue Ridge used the
following standard during the course of the audit when assessing the atiributes required in the
project scope:

Accounting Accuracy: The stated value is supported by accurate and complete plant accounting
property records. Transactions are properly recorded as capital expenditures in the appropriate
FERC account(s).

Used and Useful: The assets are used in providing services and are usefui to the ratepayer.

Necessity, Reasonableness, and Prudence: The decision to make the investment was reasonable

at the time the decision was made and based on information then available. The decision is one
that a reasonable person could have made in good faith, given the information and decision tools
available at the time of the decision.

Lawfuiness: The Blue Ridge team dces not include an attorney; ther efore, our opinion as to
lawfulness is not intended in the precise legal sense of determining the legality of an action,
condition, or intent. Our focus regarding lawfulness is on whether the capital expenditures and
related assets are in compliance with Commission orders.

MATERIALITY

Materiality relates to the importance or significance of an amount, transaction, or discrepancy.

The assessment of materiality depends on certain factors, such as an organization’s revenues and
expenses. For a regulated utility, the impact on a company’s ratepayer should also be considered.

Blue Ridge Consulting Services, Inc.
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Under traditional cost-of-service ratemaking, revenue reguirements (or cost of serviee) equates
to the total of operating expenses, depreciation, taxes, and a rate-of-return allowance on the utility’s
investment in rate base. Blue Ridge used the traditional cost-of-service concept to identify materiality
as it relates to changes in the plant-in-service component of rate base. Materiatity was calculated by
backtracking through the Company’s CEP revenue reguirements calculation to determine the amount
of change in gross plant in service that would result in a 2.50 percent change in the CEP Rider on an
average residential customer’s monthly bill. Blue Ridge found that a $17,530,247 change in gross
plant in service would result in 2.50 percent change in the CEP Rider on an average residential
customers monthly bill.8

The resultant materiality threshold was used to determine the tolerable error in the calculation
of the sample size for detailed transactional testing. Blue Ridge’s findings were not limited by the
tolerable error. We reported on ail our findings regardless of amount.

INFORMATION REVIEWED
Blue Ridge reviewed or is familiar with the following information as required by the RFP:

¢ Case documents, including applications, testimony, work papers, stipulations (if any}, and
orders, in Cases 11-5351-GA-UNC and 12-3221-GA-UNC et al, Case No. 17-2202-GA-ALT,
Case No. 19-438-GA-RDR, and Case No. 20-0049-GA-RDR

Generally accepted accounting principles (GAAP)

Federal Energy Regulatory Commission (FERC) Uniform System of Accounts

Various accounting and tax changes or decisions issued during calendar year 2019

The aperations and regulatory environment of natural gas distribution utilities

The capital spending practices and requirements of natural gas distribution utilities

The Pipeline and Hazardous Materials Safety Administration’s (PHMSA) Pipeline Safety
Regulations (49 CFR, Parts 190-199)

During the audit process, Blue Ridge requested and was provided additional information. A list
of the data requested is included as Appendix B. Electronic copies of the information obtained were

provided to Staff.

. 5 B

INTERVIEWS

Blue Ridge had conducted interviews of Company personnel during the CEP Plant-in-Service
audit association with Case No. 17-2202-GA-ALT and followed them up as necessary during the audit
performed in Case No. 19-0438-GA-RDR. Blue Ridge reviewed notes from thase interviews and
updated our understanding of information obtained through interviews.

Any specific data referenced from the CEP Plant-in-Service audit associated with Case Nos. 17-
2202-GA-ALT and 19-0438-GA-RDR interview notes and updated data from additional telephone
interviews during this audit are included within the electronic appendices to this report. The
interviews Blue Ridge reviewed that had a bearing on the current audit focused on the following
areas:

i. Plant Accounting
2, Engineering
3. Work Order Developmerit

8 WP-20-0049-GA-RDR Sensitivity, Sample Size and Interval.
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4. Iformation Technology
5. Capital Budgeting

FIELD OBSERVATIONS

Due to the limitations resulting from the pandemic, Blue Ridge performed virtual inspections
through the use of online communication tools. The objectives of the inspections focused on (1} Used
and Usefulness: whether the Company assets were used and useful, providing service to the
customer, and, therefore, properly included in utility plant in service, and (2) Necessity, Prudence,
Lawfulness, and Reasonableness (as understood according to their definitions in the Audit Standard
section of this report). The reviews also considered whether the assets appeared overbuilt (gold
plated) and whether the Company selected a reasenable option to execute the work. The reviews
included inspection of drawings, schematics, notes, and other documentation, as needed, that
supported the reasonableness of the decision te execute the work

Additional discussion on the team's observations are included in the section labeled Physical
‘Inspections and Desktop Reviews. The field observation notes and photos are included within the
electronic appendices to this report.

POLICIES AND PRACTICES

Blue Ridge did not perform a management audit but did review the Company’s processes and
controls to ensure that they were sufficient so as not to adversely affect the balances in distribution
utility net plant in service. Based on the documents reviewed, Blue Ridge was able to understand the
Companies’ processes and controls that affect each of the plant balances. Blue Ridge also reviewed
~ internal audit reports conducted on various areas of the Companies’ operations that could impact
utility plant-in-service balances. Blue Ridge also reviewed applicable SOX and FERC audits.

VARIANCE ANALYSIS, TRANSACTIONAL TESTING, AND OTHER ANALYSIS

To identify, quantify, and explain any significant net plant increases within the individual
accounts, Blue Ridge performed account variance analyses. The Company was asked to explain any
significant changes. The results of the analysis are included in this report under the section labeled
Variance Analysis.

In addition, Blue Ridge selected a sample number of work orders, from the population of work
arders supporting the gross plant io service, for detailed transactional testing. The sample was
selected using a statistically valid sampling technique that would allow conclusions to be drawn in
regard to the total population. Additional work orders were selected based on professional judgment.
The results of the transactional testing are included in the section labeled Detailed Transactional
Testing.

Blue Ridge also performed other various analyses, including mathematical verifications and
source data validation of the schedules that support the application filing.

PROJECT REQUIREMENTS AND RELATED SUMMARY CONCLUSIONS

The Request for Proposal (RFP) included general project requirements for the auditor
investigation that were separated into two parts: (1} Plant In-Service and (2) Capital Expenditures
Prudence. The two parts are interrelated and the findings in each part are used to support Blue

Ridge’s ultimate recommendations. To ensure that we have addressed the specific requirements in .

Blue Ridge Consuliing Services, Inc.
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the REFP, we have maintained the integrity of the work scope by part. The following lists incinde the
subject areas of the RFP's required audit compenents and how this section of the report is organized.
Part 1 Plant In-Service

The REP stated that the purpose for the first part of the audit was to “review and attest to the
accounting accuracy and used and useful pature of Columbia’s non-IRP capital expenditures and
related assets and corresponding depreciation reserve for investments and deferrals from January 1,
2019, through December 31, 2019.” Specilic scope included the following items:

¢ Plantin Service Schedules

o Determine total company plant in service for each account and subaccount, January
1, 2019, through December 31, 2019,

o Audit Columbia’s plant in service fc determine the proper value for non-IRP
investments by account and subaccount.

» Depreciation Reserve

o Determine total company depreciation reserve for each account for january 1, 2019,
through December 31, 20115.

o Audit Columbia’s depreciation reserve to determine the proper value for non-IRP
investments by account and subaccount.

s  Historical Records

o. Provide a determination as to the accuracy and completeness of Columbia’s
historical plant records and continuing property record.

+ (lassification—-Capital vs. Expense

o Ensure plant-in-service transactions were properly classified "as capital
expenditures.

» Subaccounts—Allocations and Depreciation

o Identify subaccounts and/er functions for the determination of aliocation factors
and/or depreciation expense.

+  Physical Inspections

o Perform physical inspections to confirm the assets used and usefulness.

Part 2 Capital Expenditures Prudence Audit

For the second part of the audil, the RFP stated the purpese is “to simultaneously assess and
form an opinion on the necessity, prudence, lawfulness, and reasonableness of Coluinbia'’s non-IRP
capital expenditures and related assets for the same period,” Specific scope included the following
items:

+ Necessity, Lawfulness, Prudence, and Reasonableness

Blue Ridge Consuliing Services, Inc,
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o ldentify and assess the necessity, prudence, lawfulness, and reasonableness® of
Columbia's non-IRP capital expenditures and assets for the perfod Jamary 1, 2019,
through December 31, 2(19.

Policies and Practices

o [dentify and assess the necessity, prudence, lawfulness, and reasonableness of
Columbia's policies and practices for plant additions, new construction, plant
replacement, and plant retirements for the period January 1, 2019, threagh
December 31, 2019,

¢ Utilize the auditor’s and/or retained subcontractor’s familiarity and experience with
natural gas distribution utility operations and capital spending practices to identify
and assess the reasonableness and prudence of any other Columbia capital spending
policies and practices or lack of such practices not specifically identified herein.

Causes for Increased Non-IRP Spending

o Identify and assess the necessity, prudence, lawfulness, and reasonableness of the
principal causes for increases in Columbia’s non-1RP capital expenditures for the
period [anuary 1, 2619, through December 31, 2019,

Cost Containment

o Identify and assess the reasonableness and prudence of Columbia’s cost containment
strategies and practices in the use of outside contractors for non-IRP capital
expenditures and assets for the period January 1, 2019, through December 31, 2015.

o 1dentify and assess the reasenableness and prudence of Columbia’s cost containment
strategies and practices in the use of internal company labor for non-IRP capital
expenditures and assets for the period January 1, 2019, through December 31, 2019.

CEP Scheduies

o Review and verify all CEP-related schedules to ensure accuracy of the required CEP
formula, including plant and reserve balances, annualized expenses for PISCC,
property tax, depreciation, and incremental revenue.

o Review and verify deferral beginning balances for PISCC, property tax, depreciation.
Recommended Adjustments

o Recommend and support specific adjustments pertaining to the to the non-IRP plant-
in-service balance based on any findings of nonnecessity, imprudence, unlawfulness,
oF unreasonableness.

o Recommend and support specific adjustments pertaining to the CEP schedules.

9 White the Scope section of the RFP mentioned only “necessity, reasonableness, and prudence of Columbia’s
non-IRP capital expenditures and assets,” the Purpose section included “lawfulness” as well. Therefore, Blue
Ridge includes lawfulness” both here and in the “Causes for increased Non-1RP Spending” and
"Récommended Adjustments” bullet itéins of this scope section, (Lawfulness'is understood actaiding tothe
definsition provided in the Audit Standard section of this report.)

Blue Ridge Consuiting Services, Inc.
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The following subsections address the RFP requirements delineated above and Blue Ridge's
summary conclusions based on our analysis. Additional information related to the analysis is
provided in the next section of this report: Detailed Analysis, Findings, and Recommendatiens.

1. PLANT-IN-SERVICE SCHEDULES

Requirements: Determine total company plant in-service for each account and subaccount, January 1,
2019, through December 31, 2019

Requirement: Audit Columbia’s plant in service to determine the proper value for non-IRP investments
by account and subaccount.

The CEP revenue requirements schedule (Schedule CEP-1) reflects plant-in-service balances as
shown in the following table.

Table 1: Plant in Service as Filed

Description As of 12/31/2018 | As of 12/31/2019 Change
Additions s 781,560,242 | & 965,671,977 | § 185,111,735
Hetiremnents {127,496,774) | {150,818,780} {23,322,006}
Total Plant in-Service . $ 654,063,468 | ¢ 815853196 | $ 161,789,728

The Company’s filing provided plant in service {Schedule CEP-2}, retivements (Schedule CEP-3},
and the resulting net plant (Schedule CEP-4) for each account and subaccount. We confirmed that the
beginning balance reflected the adjusted balances from the last year's audit.1®

Blue Ridge's investigation included data requests, interview notes, field inspections, and analyses,
including variance analyses and detailed transactional testing. Blue Ridge's investigation found no
adjustments that should be reflected in the plant-in-service balances.

2. DEPRECIATION RESERVE

Requirement: Determine total company depreciation reserve for each account for January 1, 2019,
through December 31, 2019,

Requirement: Audit Columbia’s depreciation reserve to determine the proper value for non-IRP
investments by account and subaccount.

The CEP revenue requirements {Schedule CEP-1) reflects three components of Accamulated
Provision for Depreciation: Depreciation Esxpense, 2008 Rate Case Depreciation Offset, and
Retirements. The following table reflects the balances and the change of each component.

Table 2: Accumulated Provision for Depreciation as Filed

Description As of 1273172018 | As of 12/31/2019 Change
Depreciation Expense $ 108,185,786 | & 144,726,848 | § 36,541,062
2008 Rate Case Depreciation Offset 334,438,961 378,270,725 43,831,764
Retirements {127,496,774) {150,818,780} {23,322,006)
Total Accumulated Pravision for Depreciation| $ 315,327,873 |8 372,178,791 | $ 57,050,820

15 WP Rev Req 20-0049-GA-RDR - CEP Audit BRCS Set 1 No 3 - CEP Financial Schedules.
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We confirmed that the beginning balance reflected the adjusted bafances from the last year's
audit.’! We reviewed each componentand also calculated the effect on the reserve of recommended
adjustments fo gross plant.

AccuMULATED PROVISI DEPRECIATION-DEPRECIATI XPENSE

The Accumulated Provision for Deprecation associated with Depreciation Expense for each
account and subaccount is provided on the Company’s Scheduie CEP-5. Elue Ridge reviewed the
Company’s depreciation reserve calculations in tetal and for each account and found them to be
mathematically accurate and not unreasonable. The calculation is made as plant comes into service
each month using a mid-month convention.

As discussed in further detail in Section 5, Subaccounts—Allocations and Depreciation, most of
the depreciation accrual rates used in the calculation of the Accumulated Provision for Bepreciation
wera approved by the Commission in Case No. 08-72-GA-AIR. Blue Ridge found the depreciation
accrual rates to be not unreasonable,

ACCUMULATED PROVISION FOR DEPRECIATION-2 008 RATE CASE DEPRECIATION OFFSET

The 2008 Rdte Case Depreciation Offset was part of the negotiated stipulation in Case Ng. 17-
2202-GA-ALT. The November 28, 2018, Opinion and Order that approved the stipulation included
the following paragraphs:

5. Asan alternative to a futire reduction in rate base, there will be an immediate
adjustment to CEP Investment in the form of a depreciation offset of $289.9
million, for the period October 2011 through December 31, Z017, which is to
the benefit of consumers. Using Staff's depreciation calculation, with several
adjustments, Columbia's revenue requirement for the CEP Investment from
October 2011 through December 31, 2017, is lowered from $109,436,639.47
to $74,486,252.84. The CEP Rider rates set forth in Table 1 reflect the hase
rate depreciation offset and the revised depreciation caleulation. {Joint Ex. 1
at 4.)

6. Allfuture annual CEP Rider revenue requirement filings for establishing CEP-
related charges to consumers shall reflect the base rate depreciation offset
until the CEP Rider is reset by the Commission's order in Columbia's 2021
base rate case (Joint Ex. 1 at 4).12

Staff's report in Case No. 17-2202-GA-ALT clarified the offset.
Rate Base Depreciation Expense Offset

Staff further recommends that the Commission create an offset of $289.9 million
{see attachment) to reflect that current tariffed rates being charged to customers
reflect the recovery of an amount of depreciation expense that no longer reflects
the rate base upon which that depreciation expense was established. The assets
which comprised the rate base at the date certain of the Company’s last rate case
(Case No. 08-74-GA-AIR) are being retired and therefore the associated

11 WP Rev Req 20-0049-GA-RDR - CEP Audit BRCS Set 1 No 3 - CEP Fiahcial Schedules.
12 Case No. 17-2202-GA-ALT, Opinion and Order dated November 28, 2018, page 15.
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depreciation expense should decline. As the depreciation expense of the plant
additions are either being recovered through the CEP rider rate (or being
deferred on a going forward basis for future recevery) there should be
recognition that the depreciation expense embedded i current base rates is
recovering plant thatis no longer in service. The offset will be calculated by taking
the rate case plant in service less non-IRP Retirements. Accrual rates should then
be applied to this net plant to derive an annual depreciation expense. This will
accumulate each year and be used to offset the CEP ridet's provision for
accumulated depreciation.??

~ The 2008 Rate Case Depreciation Offset is calculated on Schedule CEP-6. The schedule reflects a
halance of $289,872,747 as of December 31, 2017, which was generally referred to in the Staff Report
in Case No. 17-2202-GA-ALT and was derived from a discovery from that case,1* As of December 31,
2019, the balance increased to $378,270,725, which reflects the reduction in the annual depreciation
associated with the Plant-in-Service balance as of December 31, 2019 and reduced by the CEP
retirements in 2019,

AccumuLATED PROVISION FOR DEPRECIATION-RETIREMENTS

The Accumulated Provision for Depreciation appropriately removes the CEP retirements,

3. HisToRICAL RECORDS

Requirement: Provide a determination as to the accuracy and completeness of Columbia’s historical
plant records and continuing property record.

Through our analysis, Blue Ridge found that the Company was able to provide detailed
continuing property records to support its plant-in-service balances.

For the work order / projects detail that the Company provided, Blue Ridge performed detailed
transactional testing. The results of that analysis are discussed in this report’s Detailed Transactional
Testing subsection.

4. CLASSIFICATION— CAPITAL VS. EXPENSE

| Requirement: Ensure plant-in-service transactions were properly classified as capital expenditures.

Through our transactional detail testing (specifically, step T3}, Blue Ridge found that the work
included in the projects sampled are capital in nature, and the scope of work and cost detail coincided
with the applicable FERC 300 accounts to which the work applies in accordance with the FERC
Uniform System of Accounts (CFR 18). The projects were classified te the proper intangible,
distribution, and general equipment FERC accounts.

5. SUBACCOUNTS—ALLOCATIONS AND DEPRECIATION

Requirement: identify subaccounts and/or functions for the determination of allocation factors and/or
depreciation expense,

13 Case No. 17-2202-GA-ALT, A Report by the Staff of the Public Uti_lities_ Com_missioz_l of Ohio, Se_p;embel' 14,
2018, prige 8. : : W L - vinli : S : :
14 Columbia Gas response to 2018 Blue Ridge Data Request 58,
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The CEP revenue requirements (Schedule CEP-1]) reflects aunualized depreciation expense as
shown in the following table.

Tabhle 3: Annualized Depreciation Expense

Description As of 12/31/2018 | As of 12/31/2019 Change
Bepreciation Expense 5 23,195,204 | 5 28,575,629 | § 5,380,425

The Annualized Deprecation for each account and subaccount is provided on the Company’s
Schedule CEP-7. Blue Ridge compared the FERC 300 accounts and subaccounts used in the CEP filing
to those approved by the Commission in Case No. (8-72-GA-AIR and also compared the depreciation
accrual rates used in the CEP filing to the approved rates.

Our analysis also reviewed the composite depreciation rate used in the “2008 Rate Case
Depreciation Offset” to rate base. We also reviewed the amortization rate used to amertization
deferred depreciation, deferred PISCC, and deferred property taxes. We also reviewed the allocation
factors used to allocate distribution plant.

DEPRECIATION ACCRUAL RATES

Blue Ridge confirmed that the depreciation accrual rates used to calculate the annualized
depreciation expense {Schedule CEP-7) agreed with what the Commission approved for Columbia’s
current rates in Case No. 08-72-GA-AIR. The annual depreciation was calculated based on net plant
{cumulative plant additions less cumulative plant retirements for 2018-2019) as of year ending
December 31, 2019, by FERC account. Blue Ridge found that the methodology is not unreasonable.

The depreciation rates in use were approved by the Commission in Case No, 08-72-GA-AIR over
eleven years ago. Blue Ridge recommended in the previous audit that a depreciation study should be
performed: to reflect the numerous subaccounts that have been added since the last case and to

‘update rates to reflect asset lives and to adjust the reserve imbalance. The Company stated that it
anticipates it will perform a new depreciation study prior to filing its next rate case on June 30,
202115

CoMPOSITE DEPRECIATION RATES
The “2008 Rate Case Depreciation Qffset” to rate base (Schedule CEP-6) is calculated using 2
composite deprecation rate of 2.72 percent rate calcufated as follows:
2.72% = 49,905,000/1,834,480,00016

Where $49,905,000 is the jurisdictional depreciation expense and $1,834,480,000 is the
jurisdictional plant in service reflected in Staff's Reportin Case No. 08-0072-GA-AIR.Y7__ _ _

Blue Ridge found the calculation of the composite depreciation rate to be consistent with the
depreciation accrual rates approved in Case No. 08-72-GA-AIR and the Commission-approved
negotiated stipulation in Case No. 17-2202-GA-ALT. '

15 Columbia Gas response to Biue Ridge Data Request 6, _ N
16 Cohimbia Gasresponse to 2018 Blue Ridge Data Réquest 3, Attachient A, Tab: Depr Offset.
17 Columbia Gas response 1o 2018 Blue Ridge Data Request 56.
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AMORTIZATION RATE

The annual amortization of deferred depreciation {Schedule CEP-8), deferred PISCC (Schedule
CEP-9), and deferred property taxes (Schedule CEP-16) uses an amortization rate of 3.33 percent.
The Company stated that the 3.33 percent rate was a negotiated rate agreed to by Staff and Columbia
during the settlement negotiations in Case No. 17-2202-GA-ALT. No support is available.18

Blue Ridge confirmed that the Revenue Requirement Calculations reflected within the
Stipulation used 3.33% to amortize the deferrals for depreciation, PISCC, and property tax.t?

ALLOCATION FACTORS

All Columbia's CEP investment is jurisdictional o its gas distribution service customers.

6. PHYSICAL INSPECTIONS

| Requirement: Perform physical inspections to confirm the gssels used and usefulness.

Blue Ridge selected 24 projects for detailed desktop review. We concluded that the assets were
used and useful and provide benefit to the ratepayer, The assets did not appear over built. Company
personnel appeared knﬂwledgeahie about the projects.

Due to the limitation for onsite travel due ta the pandemic, detailed desktop reviews, including
additional onsite video streaming of three of these projects conducted by Columbia personnel, were
performed. Based on the reviews, Blue Ridge determined that the Company had adequate supporting
documentation for the projects, including the appropriate engineering detail. The projects appeared
to have been adequately planned with alternatives vetted.

We did not find anything in the detailed desktop reviews that was unreasonable.

Additional details of the field reviews are included in this reporf's Field lnspecﬁons and Deskeop
Review subsection. The inspection forms and photos are included in Appendix C.

7. NECESSITY, LAWFULNESS, PRUDENCE, AND REASONABLENESS

Requirement: Identify and assess the necessily, prudence, lawfulness, and reasonableness of Columbia’s
‘non-IRP capital expenditures and assets for the period January 1, 2019, through December 31, 2019.

The necessity, prudence, lawfulness, and reasonableness of Columbia's non-IRP capital
expenditures was considered throughout the entire audit, including the variance analysis,
transactional testing, and physical inspections and desktop reviews. Our work in that regard is
discussed in various sections of this report. In summary, Blue Ridge found nothing to indicate that
the non-IRP capital expenses and assets for the period January 1, 2019, through December 31, 2019,
were unnecessary, imprudent, unlawful, or unreasonable.

18 Coliimbia Gasresponse Yo Biué Ridge Datd Request 17,
1 WP Rev Req 20-0049-GA-RDR ~ CEP Audit. BRCS Set 1 No 3 - CEP Financial Schedules.
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8. POLICIES AND PRACTICES

Requirement: ldentify and assess the necessity, prudence, lawfulness, and reasanabieness of Columbia’s
policies and practices for plant additions, new construction, plant replacement, and plant retirements
[for the period January 1, 2019, through December 31, 2019

Requirement: Utilize the auditor’s and/or retained subcontractor’s familiarity and experience with
natural gas distribution utility operations and capital spending practices to identify and assess the
reasonableness and prudence of any other Columbia capital spending policies and practices or lack of
such practices not specifically identiffed herein.

Blue Ridge did not perform a management audit but did review the Company's pracesses amd
controls to ensure that thay were sufficient se as not to adversely affect the balances in distribution
ytility net plant in service. Based on the documents reviewed, Blue Ridge was able to understand the
Companies’ processes and controls that affect each of the plant balances. Blue Ridge also reviewed
internal audit reports conducted on various areas of the Companies’ operations that could impact
utility plant-in-service halances. Blue Ridge also reviewed applicable SOX and FERC audits. In
addition to a review of the Company’s formal policies and procedures, Blue Ridge reviewed interview
notes from both the CEP Plant-in-Service audit in 2018 (in association with Case No. 17-2202-GA-
ALT) and the Plant-in-Service audit in 2019 (Case No. 19-0438-GA-RDR} to reacquaint ourselves with
the processes. We also requested and reviewed any changes that have been made since our review
in 2019, :

In our review, the Company stated that there were no corporate policies for the preparation and
approval of work orders, damage claims, accounting/journal entries, or allacations. However, they
did explain the criteria, including checklist, manual, and other requirements that ensured the activity
was handled properly.2¢ Policies and procedures are an important component of internal controls.
Blue Ridge again recommends that the Company formally document its policies and procedures ir
these areas.

Blue Ridge concluded that the Company’s controls were adequate and not unreasonable.
Furthermore, we were satisfled with actions taken with regard to internal and other audits reviewed..

Additional details of the policies and practices reviews are included in this report’s Review of
Company’s Precesses and Controls subsection.

9. CAUSES FOR INCREASED NON-IRP SPENDING

Requirement: ldentify and assess the necessity, reasonableness, and prudence of the principal causes for
increases in Columbia’s non-IRP capital expenditures for the period fanuary 1, 2019, through December
31, 2013,

Blue Ridge found that the steps the Company has pursued to control costs are not unreascnable
and reveal no imprudence. Increased CEP spending relates to these items:

28 Case No. 17-2202-GA-ALT, Columbia Gas response to Blue Ridge Data Request 7-001.
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¢ Replacementand Betterment Projects: While repiacing similar mileage {25.08 miles in 2019
vs. 25.69 miles in 2018), the Company’s cost per mile {with overheads) replaced had more
than doubled {$1,482,434 /mile in 2018 vs. $3,245,467 /mile in 201921},

e CEP projects with the Description "Growth”: Mileage replaced increased in 2019 from 87.46
to 117.96 miles with a slight decrease in cost per mile (with overheads) of $839,280 in 2018
to $725,238 in 2019.22 '

Further discussion of the Company's capital spending is included in this report’s Capital
Spending and Cost Containment subsection of the Detailed Analysis, Findings, and Recommendations
section.

10. CostT CONTAINMENT

Requirement: Identify and assess the reasonableness and prudence of Columbia’s cost containment
strategies and practices in the use of outside contractors for non-IRP capital expenditures and assets for
the period january 1, 2019, through December 31, 2019,

Requirement: Identify and assess the reasonableness and prudence of Columbia’s cost containment
strategies and practices in the use of internal company labor for non-IRP capital expenditures and assets
for the period January 1, 2019, through December 31, 2019,

For 2019, the contractor situation has improved. The steps the Company has already taken to
control cost primarily remain the same as the steps identified in the 2018 audit. The Company utifizes
a standard competitive bidding process for all outside-services spend greater than $250,000. This
process includes construction services.

o The Company improved the planning process giving contractors advanced visibility of
upcoming work to improve contractor resource allocation.

¢ The Company has increased its monitoring of spend, standardized contracts, and
standardized contract unit items.

» The Company has developed long-term strategic partnerships to reduce contractor
contingency needs for short-term contracts.

» The Company competitively bid five-year bianket construction contracts in 2016. Those
contracts allow for annual price escalations. The Company has capped price increases for
2018 at 2,2% in its current hianket construction contracts.

+ Columbia conducts business reviews with each of its key gas contractors, during which the
parties discuss Columbia’s capital plan, the contractor's ability to support the capital plan
and issues that are impacting the coniractors, such as labor constraints. Through these
business reviews, the Conipany is able to share best practices among the contractor base on
a number of topics, including attracting, hiring, training, and retaining qualified employees.z3

Through Columbia’s contract negotiations, Columbia continues working with its construction
contractors to secure the most cost-efficient and qualified contractors t¢ do the work Columbia has

2! Columbia Gas response to Blue Ridge Data Request 25 and 2018 Bine Ridge Data Request 24.

22 Columbia Gas response to Blue Ridge Data Request 26 and 2018 Blue Ridge Data Request 25.

23 Case' No. 17-2202-GA-ALT, Columbia Gas response to Blie Ridge data requests 7-009, 01¢, 011, 012, dnd
015, and Columbia Gas response to Blue Ridge 2018 Data Requests 37 and 62.
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also worked with the Ohio Laborer’s District Council and its largest contractors to create an enfry-
level training program for new employees beginning careers in gas construction.2*

11. CEP SCHEDULES

Requirement: Review and verify all CEP-related schedules to ensure accuracy of the required CEP
formula, inciuding plant and reserve balances, annualized expenses. for PISCC, properiy tax,
depreciation, and incremental revenue.

Requirement: Review and verify deferral beginning balances for PISCC, property tax, depreciation

The Company’s application includes the following schedules supporting the adjusted revenue
requirement ta reflect the prior calendar year's CEP investinents and related deferrals:

Schedule CEP-1 Calculation of Revenue Requirement

Sehedule CEP-2 Plant Additions by Month

Schedule CEP-3 Original Cost Retired by Month

Schedule CEP-4 Net Plant by Month

Schedule CEP-5 Provision for Depreciation (Gross Plant)
Schedule CEP-6 Calculation of Base Rate Depreciation Offset
Schedute CEP-7 Annualized Depreciation

Schedule CEP-8 Deferred Depreciation

Schedule CEP-9 Post-in-Service Carrving Cost

Schedule CEP-10 Annualized Property Tax Expense Calculation
Schedule CEP-11 Deferred Tax-Liberalized Depreciation
Schedule CEP-12 Revenue Reconciliation

Schedule CEP-13 Computation of Projected impact Per Customer

EN SCHEDULES

Blue Ridge reviewed the CEP schedules used to develop the revenue requirement and the
accompanying testimony of Company witness Melissa L. Thompson. Wé found the Company did not
address certain Staff recommendations from the prior year's investigation. Specifically, the imipact of
incremental revenues derived from CEP projects that would offset the revenue requirement
Nonetheless, the procedures and calculations did not appear inconsistent with the prior applications
approved in Case Nos. 17-2202-GA-ALT and 19-0438-GA-RDR. In response to discovery, the
Company also stated it was not aware of any departures from prior precedent2s

Schedule CEP-1 presents the revemue requirement, which reflects a return on CEP rate base as
of December 31, 2019, and recovery of annualized operating expenses. Components of rate base
include net plant in service and deferred expenses {i.e., depreciation, PISCC, and property taxes)
capitalized to regulatory assets. The offsetting impact of deferred income taxes on each rate base
component is also reflected. Annualized operating expenses subject to recovery include CEP plant
depreciation, regulatory asset amortization, and property taxes.

24 Columbia Gas response to Blue Ridge Data Request 35.
25 Colwmbia Gas response to Blie Ridge Datd Request 7.
# Columbia Gas response to Biue Ridge Data Request 47,
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The CEP revenue requirement, including the impaek of projected over-coliected revenues prior
to the effective date of adjusted rates, is $107,395,454. The 2019 net annual adjustment is
$19,796,195.

Schedules CEP-2, -3, and -4 present monthly CEP additions, retirements, and net activity by plant
account as well as the camulative plant balance in rate base through December 31, 2019. Gross CEP
plantadditions of $185,111,735 were offset by related retirements of $23,322,006 in 2019. Net plant
additions therefore totaled $161,789,728.

Schedules CEP-5 and -6 calculate the cumulative monthily CEP depreciation reserve by plant
account through December 31, 2019, and an incremental reserve amount to recognize the
depreciating value of plant earning a return in base rates. The net change in the depreciation reserve,
including the impact of retirements, in 2019 totaled $57,050,820.

Schedules CEP-7 and -10 calculate annualized depreciation expense and property taxes assessed
on gross CEP plant, net of retirements, as of December 31, 2019, respectively. The annual cost subject
to recovery is $28,575,629 for depreciation expense and $18,708,972 for property taxes.

Schedules CEP-8, -9, and -10 calculate cumulative deferred depreciation, PISCC, and property tax
expense, net of amortization, respectively. Growth in the net regulatory asset balances, including the
offsetting impact of deferred income taxes, in 2019 totaled $5,364,352. Annualized amortizations of
$7,571,500 subject to recovery is computed at 3.33 percent of the grass regulatory asset balances as
of December 31, 2019.

Schedule CEP-11 calculates the impact of deferred income taxes on liberalized depreciation
associated with CEP plant assets in rate hase.

Schedule CEP-12 compares estimated Rider CEP revenues collected hefore the adjusted rate
effective period on September 1, 2020, to the revenue requirement without under or over revenues
reflected. The difference shows a marginal over-collected position of $149,596 as of August 31, 2020.

Schedule CEP-13 calculates adjusted monthly rates by customer class.

MATHEMATICAL VERIFICATION

Blue Ridge requested and reviewed the native Microsoft Excel files used to develop the CEP
schedules.?” We performed mathematical checks on the calculations and crosschecked relationship
schedules and halances to ensure they were internally consistent.28 We identified one exception
related to deferred income taxes on liberalized depreciation. The underlying tax depreciation
schedule for Vintage 2017 assets did not tie to the cumulative annuatl balance as of December 31,
2019.2% In response to discovery, the Company provided a revised Schedule 11 which increased the
deferred income tax offset in rate base by $91,897.30 Blue Ridge recommends that the CEP Revenue
Requirements be adjusted to reflect this revision. [ADJUSTMENT #1}

That issue aside, Blue Ridge found the mathematical calculations not unreasonable.

27 Columbia Gas response to Blue Ridge Data Request 3.

28°WP Rev Req 20-0049-GA-RDR CEP Financial Schedules.

29 WP Rév Réq 20-0049-GA-RDR CEP Financial Schedules, Sthedule CEP-11.
3¢.Coptumbia Gas response to Blue Ridge Data Request 53, Attachment A,
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SourcE DATA VALIDATION

Blue Ridge confirmed the opening balances in the current application tied to the ending balances
approved in Case No. 19-0438-GA-RDR. 3! We also verified that the pre-tax return, PISCC,
depreciation accrual, and reguwlatory asset amortization rates matched those prescribed in the
Company's CEP Order, We found no exceptions.

Blue Ridge further requested support for the NOL deferred tay asset3? in rate base and other
ammually updated inputs3? used to prepare the adjusted revenue requirement. While we found the
Company's responses and supporting documentation to be not unreasonable, we noted that the
Repairs and Mixed Service Cost ratios used to calculate the deprectable tax basis for 2019 vintage
assets carried over 2018 data from the priot year's filing. In response to discovery, the Company
provided the updated percentages and explained the 2019 data was previously unavailable when it
filed the CEP schedules on February 28, 2020.34 Blue Ridge recommends that when estimates are
used or inputs are not updated due to time constraints during the preparation of the initial filing,
they should be trued up to actual when available and the difference is not de minimis. Blue Ridge
calculated the impact to be a $1,597,311 increase to the deferred income tax offset in raté base.s
Blue Ridge recommends that the CEP revenue requirements be adjusted to reflect this revision.
[ADJUSTMENT #2]

12, Recommended Adjustments

Requirement: Recommend and support specific adjustments to the non-IRP plant-in-service balance
based on any findings of nonnecessity, imprudence, unfawfulness, or unreasonableness,

Requirement: Recommend and support specific adjustments pertaining to the CEF schedules.

Blue Ridge recommends the followmg adjustinents:

Adjustment #1: Deferred income taxes on liberalized deprecaation—-\nntage 2{)1’7 plant in
service, The underlying tax depreciation schedule for Vintage 2017 assets did not te to the
cumulative annual balance as of December 31, 2019.36 [n response to discovery, the Company
provided a revised Schedule 11, which increased the deferred income tax offset in rate base by
$91,897.37 Blue Ridge recommends that the CEP be adjusted to reflect this revision. The revision
reduces the CEP revenue requirements hy $8,749.

Adjustment #2: Deferred income taxes on liberalized depreciation—vintage 2019 plant in
service. The Repairs and Mixed Service Cost ratios used to calculate the depreciable tax basis for 2019
vintage assets reflected 2018 data. In response to discovery, the Company provided the updated
percentages and explained the 2019 data was previously unavailable when it filed the CEP schedules
on February 28, 2020. The Company confirm the updated ratios were appropriate to reflect as an
adjustment.38 Blue Ridge calculated the impact to be a $1,597,311 increase to the deferred income

3t WP Rev Req 20-0049-GA-RDR CEP Financial Schedules, Schedule CEP-1.
32 Columbia Gas response to Biue Ridge Data Requests 52, 81 and 85.

33 Columbia Gas response to Blue Ridge Data Requests 18, 49, 78.

34 Columbia Gas respense to Biue Ridge Data Requests 30 and 79,

35 WP Rev Req 20-0049-GA-RDR CEP Financial Schedules, Schedule CEP-11.
36 WP Rev Req 20-0049-GA-RDR CEP Firancial Schedules, Schedule CEP-11.
37 Cofurnbia Gas response to Bhié Ridge Data Request 53, Attachiment A,

38 Cohnnbia Gas response to Blue Ridge Data Requests 50 and 79,
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tax offset in rate base.?? Blue Ridge recommends that the CEF revenue requirements be adjusted to
reflect this revision. The impact is a $152,064 reduction.

The impact to the CEP revenue requirements is summarized in the following table:

Table 4: Effect of Adjustinents on CEP Revenue Hequirements

Adj #i Description Rate Base Operating Exp | Revenus Reqg
Cowrpany - As Filed % 5534553440 1 ¥ 54,856,101 | S 107,395,404
1 |ADIT on Liberalized Depreciation - Vintage 2017 Plant {91,897} - {8,749])
2 |ADIT on Liberalized Depreclation - Vintage 2019 Plant (1,597,311} - {152,064}
tmpact of All Adjustments (1,689,207} - {160,813}
Hiuge Ridge - Recommended $ 551,766,133 | § 54,858,101 | § 107234641

Besides the recommended adjustments, Blue Ridge presents the following recommendations:

1.

The Commission ordered in Case No. 19-0438-GA-RDR (August 28, 2019) that the Company
address OCC's recommendation to identify meter relocation costs that should not have been
charged to consumers under the CEP and track the number and cost of meter relocations on
an annual basis for relocated meters that are either expensed or capitalized. The Company
reviewed its policies and procedures and determined that no changes were necessary.
However, the Company's response did not address OCC's recommendation regarding the
tracking of meter relocations. Blue Ridge recommends that the Company comply with the
Commission-approved recommendation from OCC and track the meter relocations on an
annual basis and indicate whether the costs are expensed or capitalized.

In ouir review, the Company stated that there were no corporate policies for the preparation
and approval of work orders, damage claims, accounting/journal entries, or allocations.
However, they did explain the criteria, including checklist, manual, and other requirements
“that ensured the activity was handled properly. Policies and procedures are an important
compoenent of internal controls. Biue Ridge again recommends that the Company formally
document its policies and procedures in these areas.

While the Company has not recognized incremental revenue in its CEP, Blue Ridge
recommends that the Company identify projects that have the potential of generating
incremental revenue and track that revenue. Inclusion of incremental revenue in the CEP
should be re-evaluated in the Company's next base rate case,

Blue Ridge continues to recommend that the timeliness of recording retirements and COR at
the same time as replacements are recorded continue to be monitored in future audits.

While Blue Ridge acknowledpes that the Company did not recognize incremental revenue in
its CEP, we continue to recommend that incremental revenue should be clearly defined.

DETAILED ANALYSIS, FINDINGS, AND RECOMMENDATIONS

Blue Ridge's review was focused on whether Columbia has accurately accounted for its plant in
service and depreciation reserve from January 1, 2019, through December 31, 2019, and whether
those investments were used and useful, necessary, prudent, lawful, and reasonable.

32 WP Rev Reg 20-D049-GA-RDR CEP Financial Schedules, Schedule CEP-11.
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The following sections discuss Blue Ridge's review, organized into the following areas of focus:

Processes and Controls

External and Internal Audit Reports
Variance Analysis

Capital Spending and Cost Containment
Detailed Transactional Testing

Work Order Backlog

Field Inspections and Desktop Reviews
Plant Schedules

a *» * » & » 9 9

PROCESSES AND CONTROLS

PoOLICIES AND PROCEDVIRES

Blue Ridge did not perform a management audit but did review the Company’s processes and
controls to ensure that they were sufficient so as not to adversely affect the balances in distribution
utility net plant in service. Based on the documents reviewed, Blue Ridge was able to understand the
Companies’ processes arud controls that affect each of the plant balances. Blue Ridge also reviewed
internal audit reports conducted on various areas of the Companies’ operations that could impact
utility plant-in-service balances. Blue Ridge also reviewed applicable SOX and FERC audits. In
addition to a review of the Campany’s formal policies and procedures, Blue Ridge reviewed interview
notes from the CEP Plant-in-Service audits in 2618 (in association with Case No. 17-2202-GA-ALT})
and in 2019 (Case No. 19-0438-GA-RDR) to reacquaint ourselves with the processes. We also
requested and reviewed any changes that have been made since our review in 2019,

-Summary of Policies and Procedures

Blue Ridge reviewed the Company's pi'dcesseé and controls to ensure our understahdihg of their
impact on the plant balances, In particular, Blue Ridge reviewed the following policies and
procedures:

1. Plant Accounting:
Capitalization vs Expense
Recording of CWIP, including the systems that feed the CWIP trial balance

Application of AFUDC

Recording and closing of additions, retirements, cost of removal and salvage to plant
Unitization process based on the retirement unit catalog
Application of depreciation

Contributions in Aid of Construction (CIAC)
Purchasing/Procurement

Accounts Payable/Disbursements

Payroll (direct charged and allocated]

Insurance recovery

Work Management System

Information Technology

(Capital Project selection and prioritization

System planning and load growth

e opn o

b

bl RN B
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The Company stated for this audit {as it had for the 2018 audif} that there were no corporate
policies for the preparation and approval of work orders, damage claims, accounting fjournat entries,
or allocations. However, they had explained the eriteria, including checklist, manual, and other
requirements that ensured the activity was handled properly.#0 Policies and procedures are an
important component of internal confrols. Bhite Ridge again recommends that the Company formally
document its policies and procedures in these areas.

No changes to policies have occurred in 2019, except for the IT Capitalization Policy.# The
Company provided a copy of the new policy. Blue Ridge reviewed the IT Capitalization Policy and
finds it not unreasonable.

Blue Ridge also reviewed and was satisfied with the Company’s policy on capital spares. The
Company maintains compliance with FERC guidelines and GAAP Guidance {as noted in its Accounting
Policy, Reference No. 6.1, part Ii1).

Therefore, Blue Ridge found that the Company's current policies and procedures are not
unreasonable.
Changes to Capitalization Policy

The Company reviews its capitalization policies annually to determine whether changes are
necessary. If a change is necessary, the modification will be vetted at the management level, including
consideration and approval by the Chief Accounting Officer.#

As noted above, the Company changed its [T Capitalization Policy. No other changes have heen
made to Columbia’s capitalization policies in 201943

T S BETWEEN [ANUARY 1, 2019, AND DECEMBER 31, 2
In 2019, the Company had no major events that had an impact on plant-in-service balances.*

CONCLUSION—PROCESSES NTR:

Biue Ridge concluded that Columbia’s processes and controls were adequate and not
unreasonable.

EXTERNAL AND INTERNAL AUDIT REPORTS

EXTERNAL AUDITS

The Company is subject to various externat audits. Blue Ridge requested a copy of all FERC and
other external regulatory audit reports issued during 2019 and was informed that the Company did
not have any issued during calendar year 2019.45

® Case No. 17-2202-GA-ALT, Columbia Gas response ta Blue Ridge data request 7-001.
A Cplumbia Gas response to Blue Ridge Data Request 5.

4 Case No. 17-2202-GA-ALT Interview with Plaut Accounting on June 22, 2018.

A Columbia Gas response to Blue Ridge Data Request 10,

4 Columbia Gas respoise to Blue Ridge Data Requiest 8.

4 {olumbia Gas response to Blue Ridge Data Request 14,
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INTERNAL AUDETS

Blue Ridge requested and reviewed a list of the internal audit group’s audits completed or on
going during the period January 1, 2019, through December 31, 2019,2¢ and selected some to examine
further regarding potential findings that could have had an impact on the internal controls of the
feeder systems that charge distribution work orders or feed CWIP, inciuding those that could
possibly affect elements such as payroll, materials and supplies, transportation, overheads, and
contractors. Based upon our review, conclusions for the examined audits did not engender a level of
concern that the Company's controls were less than adeguate.¥

SOX CoMPLIANCE AUDITS

Blue Ridge reviewed the SOX compliance audits that feed CWIP performed and found that while
some of the control tests failed, the Company reported that there were no significant financial
reporting impacts to CWIP accounting figures as a result.*® Blue Ridge examined the control tests
performed and their results and was satisfied in the resuitant integrity regarding any impact to CWIP
accounting,

{StoN—EXTERNAE AND | b1y REPORTS

Blue Ridge concluded that Columbia’s controls were adequate and not unreasonable.
Furthermore, we were satisfied with actions taken with regard to internal and other audits reviewed.

In its audit report in Case No. 19-438-GA-RDR, Blue Ridge had also agreed that Columbia's
controls were adequate and not unreasonable. However, Blue Ridge included a recommendatian for
best practices since policies and proceduves are an important component of internal controls.
Columbia had no corporate policies for the preparation and approval of work orders, damage claims,
accounting /journal entries, or allocations. Formalizing policies is normally the easiest and most
effective way to retain corporate knowledge. That being the case and since Columbia still has no
formal policies in those areas, Blue Ridge renews its recommendation that the Company formalize
its policies and procedures on the preparation and approval of work orders, damage claims,
accounting/journal entries, and aliocations,

VARIANCE ANALYSIS
Blue Ridge’s variance analysis fecused on the following comparisons:

1. Compare beginning balances to the ending in Case No, 19-0438-GA-RDR
2. ldentify, quantify, and explain significant net plant changes, transfers, and adjustments
within the individual distribution, general, and intangible plant accounts for the current year

BEGINNING BALANCES TO ENDING BALANCES IN CASE No. 19-0438-GA-RDR

To ensure the CEP Rider filing of 2019 included the heginning balances based on totals provided
to the Commission at the end of Case No. 19-0438-GA-RDR, Blue Ridge compared the CEP totals in
the Company’s 2019 audit to the 2019 CEP balances provided in the current filing. Almost all the
individual account totals matched. However, Account 39112 was off by $388,660, having a reported

46 Coltynbia Gas response to Blue Ridge Data Request 15.
#7 Columbia Gas response to Blue Ridge Data Request 42.
8 Coldmbia Gas response 10 Biue Ridge Data Request 16.
# Columbia Gas response o Blue Ridge Data Request 41,
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total of $3,386,886 in Case No. 19-0438-GA-RDR and a total of $2,998,226 in the current case. Blue
Ridge requested an explanation for the difference. The Company replied that the account was
adjusted to reflect the removal of Columbia's investment in Mobile Data Terminals (MDTs) identified
in the audit report issued in Case No. 19-0438-GA-RD as not used and useful.5¢ With the explanation,
the halances match.

" SIGNIFICANT. CCOUNT CHANGES, TRANSFERS, AND / FMENTS FOR THE CURRENT YEAR

Biue Ridge examined the Company’s filed schedules CEP-2, CEP-3, and CEP-4. Based on our
analysis, anumber of account additions, retirements, and balances warranted further investigation.st
Blue Ridge had concerns regarding significant additions over retirements, positive retirement
balances, additions with neo retirements, and significant retirements with limited additions. A multi-
part data request was developed to ascertain explanations for the anomalies.

Blue Ridge examined the responses provided by the Compauy. The explanation for the five
positive retirements Blue Ridge noted had to do with the retirement of contribution in aid of
construction {CIAC). The normal process to account for CIACs is to net them against the project they
relate to in CWIP and then record the net to UPIS. That process is the policy of the Company currently.
However, in years past, the Company did not net the CIAC against the cost of construction. The CIAC
was recorded as an decrease to UPIS in a separate account. Both methods result in the reduction of
net plant.

The CIACs that resulted in positive retirements relate to projects that were executed prior to
2019, The Company was not aware of when the policy changed but believes that it was several years
ago and before the inception of the CEP. The Company states that the balance of these historical C1ACs
will be retired systematically based on an aging or life cycle basis.

With the process having changed to net the asset against the CIAC, the same situation should not
occur in the future, Although the old way of recording is not a normal industry practice, the
Company’s explanation was not unreasonable.

ConcLiuslon—VARIANCE ANALYSIS

Based on the variance analyses petformed, Blue Ridge was satisfied that the activity was not
unreasonable.

CAPITAL SPENDING AND COST CONTAINMENT

CAPITAL SPENDING

The CEP is a mechanism to allow recovery of large, internal infrastructure and system upgrades
and for Growth projects. Also, a large segment of the CEP is to replace aging infrastructure based on
Age and Condition. The non-CEP {IRP} program targets a known quantity and specific locations of
leak-prone pipe (mains and services). Therefore, CEP budgets (and the resultant final annual spend
rates) are fluid and to a large degree unknown and unbounded.

The fellowing table provides the CEP capital expenditures by project type from 2011 through
2019.

50 Colurnbia Gas response to Blue Ridge Data Request 76.
51 WP BRCS CEP Financial SchVariance Analysis.xlsx,
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Flgure 1: 2011-2019 CEP Capital Expenditures by Project Types2
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Table 5: Total Activity Cost by Budget Class Z011 through 20195
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As shown in the tables and figures above, the predominant capital spending is related to Growth,
Age and Condilion and Betterment due to the addition of new customers and associated existing area
upgrades to support increased capacity flow and reliability. Growth project spending has increased
steadily since 2012 and is reflective of the pockets of economic growth within their sérvice territory.
Age and Condition project spending ltas remained relatively the same since 2012 and spiked in 2019,
Betterment project spend has fluctuated since the inception of the CEP while 2019 has seen the
largest rise. The following figure and table identified the subcategories driving the increase in Growth
spending.

52 WP CEP Expenditures hy Gategory and Growth by FERC Account from 2011-2019 20-0049-GA-RDR - CEP
AUDIT BRCS Set I No T Attachment A

5% WP CEP Expenditures by Category and Urowth by FERC Account from 2011-2019 20-0049-GA-RDR - CEP
AUDIT BRCS Set 1 No 1 Attachment & R ' "
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Figure 2: CEP Capital Expenditures—Growth 2011-20195¢
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Table 6: Growth Costs by Category~2011 through 201945
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As shown in the figure and table above, CEP Capital Expenditures—Growth 2011-2019, Mains
and Service work remain the predominate spend subecategories for Growth-related projects. The total
dollars and mileage installed for Mains inecreased in 2019, but the total amounts reiated to Service-
related work increased.

As indicated in Figare 1, Age & Condition and Betterment are also major contributors to the total
CEP capital expenditures. Age & Condition is driven by upgrades required to exmtmg plant. The
spending for Age and Condition did increase from 2018 to 2019 while the amount of mileage replaced
remained constant. With typical wark packages of smaller lengths, there is more variability in
contractor pricing.

LoST CONTAINMENT

For 2019, the contractor situation has improved. The steps the Company has already taken to
control cost primarily remain the same as the steps identified in the 2018 audit. The Company utilizes
a standard competitive bidding process for all outside-services spend greater than $250,000. This
process includes construction services,

» The Company improved the planning process giving contractors advanced visibility of
upcoming work to improve contractor resource allocation.

o The Company has increased its monitoring of spend, standardized contracts, and
standardized contract unit items.

54 WP CEP Expeunditures by Category and Growth by FERC Account from 2011-2019 20-0049-GA-RDR - CEP
AUDIT BRCS Set1 No 1 Attachment A
ss WP CEP Expeniditures by Gategory ind Growth by FERC Accotint from 2011-2019 20-0049-GARDR - CEP
AUDIT BRCS Set 1 No 1 Attlachment A -
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 The Company has developed long-term strategic partnerships to reduce contracter
centingency needs for short-term contracts.

+ The Company competitively bid five-year blanket construction contracts in 2016. Those
contracts allow for anmuzal price escalations. The Company has capped price increases for
2018 at 2.2% in its current blanket construction contracts.

» Columbia canducts business reviews with each of its key gas contractors, during which the
parties discuss Columbia’s capital plan, the contractor's ability to support the capital plan
and issues that are impacting the contractors, such as labor constraints. Through these
husiness reviews, the Company is able to share hest practices among the conftractor base on
a number of topics, including attracting, hiring, training, and retaining qualified employees.56

Through Columbia’s contract negotiations, Columbia continues working with its construction
contractors to secure the most cost-efficient and qualified contractors to do the work. Columbia has
also worked with the Chio Laborer's District Council and its largest contractors to create an entry-
level training program for new employees beginning careers in gas construction,?

Blue Ridge concludes that the steps the Company is taking to control contractor costs both near-
and long-term are prudent and not unreasonable.

DETAILED TRANSACTIONAL TESTING

The Company provided a list of 2,599 non-IRP work orders / projects placed in service during
the period from January 1, 2019, through December 31, 2019, that support the additions to the CEP
in 2019.

1. Reconciliation of Work Grder / Annual Informational Reports and Plant-in-Service Schedules

_To ensure that Blue Ridge was provided a comprehensive list of work orders / projects for
review and testing, we reconciled the total work orders / projects to the CEP filing and
-annual report filed with the Commission. The review incltided the following items:

« Listing of activity costs of work orders / projects from January 1, 2019, through
December 31, 2019 (“work order population”)=8

« (Company-provided 2019 CEP additions ealculated through a reduction of total 2019
Accounts FERC 101 (Plant in Service and FERC 106 {Completed Construction Not
(lassified) additions included in the Company's 2019 IRP Filings?

s Total plant additions and retirements by FERC Account included in Accounts 101 and
106 during 20194¢

+ The Company’s Triat Balance as of December 31, 201951

» The Company’s 2019 annual report of wuftility plant in service filed with the
Commission62

56 Case No. 17-2202-GA-ALT, Columbia Gas respanse to Blue Ridge Data Requests 7-009, 010, 013, 012, and
(15, and Columbia Gas response to 2018 Blue Ridge Data Requests 37 and 62.

57 Columbia Gas response to Blue Ridpge Data Request 35.

58 Columbia Gas response to Blue Ridge Data Request 1, Attachment A.

59 Columbia Gas response to Bhie Ridge Data Request 1, Attachment A.

€0 Colurbia Gas response to Blue Ridge Data Request 1, Attachment A

67 Columbia Gas response to Blie Ridge Data Reqiiest 2; Attachment B.

52 Columhia Gas supplemental response-to Blue Ridge Data Request 27.
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Blue Ridge was ahle to reconcile the total additions in the work order population among the
various documents to ensure it was comprehensive,

Determining Work Order Sample

From the provided work order population, Blue Ridge selected 44 work orders / projects
reflecting theusands of cost line items using the probability-proportional-to-size (PPS)
sampling technique and professional judgment. The work orders selected based on
professional judgment focused on individual work orders that have a high-dollar value, can
possibly be reviewed in the field, are large accounting adjustments, or appear unusual, In
addition, the professional judgment sample could include FERC 300 accounts that may have
not heen selected in the PPS sample,

Conducting Work Order Testing

Blue Ridge's work order testing focused on additions to intangible, distribution, and general
non-~IRP plant in service from fanuary 1, 2019, through December 31, 2019,

The following areas were the determined focus for transactional testing review:

Project descriptions, scops, and objective

Whether the scope of work is includable within the CEP Deferral

Whether the scope of work should generate revenue to be reflected in the Revenue Offset
Project justifications and approvals

Actual in-service dates for non-blanket and CEP projects within scope

Project budgeted and actuat costs

Variance from budget explanations

Supporting cost detail for additions te plant
.Reasonahleness of cost categories _

Proper charge of the achiual detailed cost to the proper FERC account

For replacement projects, supporting detail for retirements, cost of removal, and salvage
charged or credited to plant

Timeliness of recording of asset retirements for replacement werk orders
s Timeliness of closing work orders when complete
+ Used and useful status of selected assets (determined by field review]

® & 5 44 5 & & & w & »

satisfy the review of these areas of focus, Blue Ridge formulated the objective criteria into the

following transactional testing steps, labeled T1 through T13. Blue Ridge’s observations and findings

against
T1:

T2:

the criteria follow.

Project Type

T1A: Is the scope of work attributed to the gas distrihution function? Specifically, is it not
related to an affiliate?

T1B: Is the work order / project CEP or “othar capital investments™?

T1C: Is the work order / project specific, blanket, or other?

T1D: Is the work order / project an addition, replacement, non-project allocation, or other?

Project Category

T2A: Is the work order / project Replacement / Public Improvement / Betterment project?

T2B: s the work order / project Growth?

T2C: Is the work order / project Support Services?

T2D: Is the work order / project Information Technology?

Blue Ridge Consulting Services, Inc.
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T3:

T4:

T5

Té:

T

T8:

T9:

T10:

T11:

T12:

T13:
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Capital Scape
T3A: [s the scope of work properly classified as capital and charged to the proper FERC 300
account(s} as dictated by the FERC code of accounts {CFR 18)7
fustification
T4A: For specific or multi-vear work orders / projects [i.e., not blankets}, does the project
have detailed justification that supports that it was necessary and not unreasonahle?
Approval '
TH8A: Did the work arder / project have praoper level of approval?
Budget
T6A: Does the work order f project have an approved budget?
TéB: Are the work order / project costs +/- 20% of the approved budget?
T6C: Are explanations and approvals provided for cost overruns 20% and greater over the
approved hudget?
In-Service Dates
T7A: 1s the actual in-service date in line {at or before} with the estimated in-service date.
T7B: Was the work order / project in service and closed to UPIS within a reasonable time
period from project completion, and if not, was AFUDC stopped?
Allocations
T8A: If the work order / project represents allocated charges are the allocations
reasonable? '
Continuing Property Records
T9A: Do the Continuing Property Records support the asset completely and accurately?
{ost Categories
T10A: For work orders / projects, are the cost categories (Payroil, M&S, etc) not
unreascnable and support the work order total?
T108: For “other” (referring to Tld above), are the description and costs not
unreasonable?
Revenue-Generating
T11A: For CEP additions, will the work order / project generate revenue? If so, how has
the revenue heen quantified?
Replacement projects
T12A: Were assets retired?
T12B: Was the date of retirement in line with the asset replacement date?
T12C: Is the amount of the retired asset not unreasonable?
T12D: Was salvage recorded?
T12E: Was cost of removal charged? is the amount not unreasonable?
Field Verification
T13A: Is the project a candidate for field verification?

The results of the detailed transactional testing performed on the work-order sample are
included in the workpapers.s? Specific ohservations and findings about the testing are listed below.

T1: Project Type

TiA:

Is the scope of work attributed to the gas distribution function? Specifically, is it not related
to an affiliate?

B 'WP 20-0049-GA-RDR Columbia Gas CEF Matrix Final

Blue Ridge Consulting Services, Inc.
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Based on the single-line-item description of the scope provided for blanket projects and the
detailed scope provided for non-blanket projects, the work appears te be attributed to the Chio gas
distribution function and four projects wete related to affiliates. The four projects benefit customers,
as such, charges are allocated to each benefited affiliate on the basis of its number of retail customers
to the total number of all retail customers of the benefited affiliates.s

-T1B: Is the work order / project CEP or “other capital investments”™?

Blue Ridge tested 44 work orders / projects, and each of the work orders fit inte the CEP capital
recovery mechanism.

T1C: Is the work order / project specific, blanket, or other?
Below is the breakdown of the 44 work orders sampled in the CEP selection:

Table 7: Types of Work Orders in CEP Selection

Type # of Work Orders
Blanket 12
Specific 32
Total 44
T1D: Is the work order / project an addition, replacement, non-project allocation, or ather {provide

description)?

The following is the breakdown of the work orders sampled within the CEP selection.

Type # of Work orders
Addition 16
Replacement : ~18
Other {Highway Relocation or Betterment) 18
Total 44

T2:  Project Category

a. T2A: Is the work order / project Replacement / Public Improvement / Betterment project

b. T2B: Is the work order / profect Growth: Facilities required to pravide service Lo new
customers or to provide increased Ipad capacity to existing customers

¢ T2C: Isthe work order / project Support Services: Capital expenditures that are not directly
related to gus facilities

d. TzD: Is the work order / project Information Technelogy; Capital expenditures related to
technology and communications infrastructure

The Company provided descriptions of the scope of work included in specific work orders /
projects in the sample. Blue Ridge evaluated the information provided to determine whether the
scope of work fits into at least one of the four categories listed below which are allowed in the
CEP. While the blanket work orders / projects did not have detafled descriptions, the
information provided supported their inclusion in the CEP, Of the 44 work orders sampled in
the CEP selection, the following is the breakdown of the work orders by category

54 Columbia Gas response o Blue Ridge Data Request 61,
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Table 8: Work orders hy CEP Category

# of work orders
CEP Cakegory pertaining to Category
a. Replacement Public Improvement, or Betterment 28
. Growth 9
c. Support Services : 8
d. Information Technology 4

NOTE: The total exceeds the number in sample because several projects were included in multiple categories.

Blue Ridge’s analysis identified five project descriptions that overlap CEP project categories,
They are listed helow:

Table 9: List of Work Orders that fit inte mere than one CEP Budget Class Category

Activity
Work Grder Project Description FERE Budget Class Cast
NCSI8TZ670C NICE Cail Recording 30330 | tc) Support Services and $914,650
Upgrade Cap {(d}IT
NCSCTRAKX1103C [pgrade Curcant IVR 30330 | (c) Support Services and $1,205,468
AS-11-503 (djIT
NCSCTRAKXPYWRC Payment/Website 36330 | (c) Support Services and $581,755
Enhancements {d) IT
NCSP1BGPSP3C High Accuracy GPS 30330 | (c) Support Services and $1,182,446
() IT
NCSF1BCOHZ9C Parking Lot : 198200 37570 | {a) Replacement, Public $134,728
improvement or Betterment
and (c) Support Services

T3: Capital Scope

T3A: Is the scope of work properly classified as cepital end charged to the proper FERC 300
account(s) as dictated by the FERC code of accounts (CFR 18)?

The Company provided short descriptions of the type of work included in specific work orders
/ projects in the sample. Blue Ridge evaluated the information to determine whether the work orders
/ projects in the sample were appropriately classified as capital and charged to the proper
Distribution FERC 300 accounts. The Company currently uses the following FERC accounts for CEP
charges. Below is a breakdown of Activity Costs by FERC account for each work order in the sample.

Table 10: Activity Costs within the CEP by FERC Acrount

FERC Account i CEP Activiiy Cost # of Work Order
30330--Intangible Pit, Misc Software $3,884,318] 4
37540—S5tr, Regulating $79,461 1
37570-=Str, Other Distribution Sys $134,728 1
37571--5tr, Other Dist Sys, Leased $164,731 i
37600—Mains $7.070,600 14
37820—Mea & Reg Sta Eq, Regulating $17,501,272 12
37910—Mea & Reg Sta Eqg, City Gate $4,699 i

38000—Services $5,530,150 7
38745—0ther Equip, Telemetering $823,996 2

Blue Ridge Consulting Services, Inc.
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FEBC Account in CEP Activity Cost # of Work Order
39430—Tools, Tools and Other $1,525,388 1
Grand Total $36,719,344 44

T4:  Justification

T44: For specific or multi-year work orders / projects {i.e, not blankets), does the project have
detailed justification that supports that it was necessary and not unreasonable?

The Company provided detailed documentation that supported the specific work orders /
projects in the sample. That documentation defined the scupe of the project and, for the most part,
the necesstty of the project.

Of the 44 work orders sampled, 12 are blanket projects. For types 563 Growth and 565 Age &
Condition, the processes have not changed from the 2018 CEP Audit. Bianket projects do nat have
detailed justifications, as they are routine, on-going projects, such as growth, age and condition,
service-line replacements, riser replacements, services, and house regulators and meters. The scopes
of those projects are apparent and are justified throogh the Company's Capital Governance process
discussed in testing step T6.

Blue Ridge required additional information on six projects.

0555.34180089352—31 installed customer lines; actual installed footage = 1,420°
0555.34180108427 56 installed customer lines; actual installed footage = 3,048'
0555.34180125651—2 installed customer lines; actual installed footage = 3,340/
0555.34180132649~1 installed customer lines; actual installed footage = 1,634
0555.34190081269-—-10 installed customer lines; actual installed footage = 661°
0555.34190126168-—14 installed customer lines vs the 24 budgeted customer lines; actual
installed footage = 2,647'65

Blue Ridge found the Company's explanation not unreasonable.

ol A

T5 Approval
TS5A: Did the work order / project have proper level of appraval?

The Company provided its Capital Governance Policy.% Within the policy, the Company
describes each Budget Category spend guidelines:

s Growth: Spend in this category will typically be non-discretienary in nature and
shall be used for any facilities that are required to serve new customers. It is
recognized that on occasion there may also be discretionary spend opportunities
for long-term strategic growth initiatives. This type of spend can be tracked or not
tracked but is always considered revenue producing.

This category shall also be used for "Growth Betterment,” which are capital
investments made in conjunction with a Growth project to serve specific new
customers and/or existing customers who are adding load in order to provide

& Columbia Gas response to Blue Ridge Data Request 35.
8 Columbia Gas response to Blue Ridge Data Request 22 Attachment A,
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increased system capacity to serve other unspecified existing or futire customer
loads.

s Maintenance—Betterment (Capacity or Compliance}: Spend in this category may
be either discretionary or non-discretionary. This category shall be used for any
facilities that are required to improve system reliability or provide additional capacity
for existing customers. Profects te address long-terin market growth shall also be
included in this category. This eategory shall also be used for any projects needed to
remain compliant with internal or external policies that are not “oge and condition”
related (ie. pipeline integrity]. This is referred to as “Compliance Betterment.”

s Maintenance—Replacement {Age & Condition}: Spend in this category may be
discretionary or non-discretionary and shall be used for any facilities that must be
replaced {planned or emergency} due to damage or physical deterioration in
situations where repair is not cost effective. The majority of projects in this category
address aging infrastriccture.

However, there are several other project types that are to be included here such as
regulator sfation rebuilds, corrosion mitigation, small/large volume meter settings,
and other capital costs that are not directly related to the installation of
{ransmission, distribution, or electric generation facilities such as capitalized
tools/equipment and small facility improvements. Engineering should be consulted
for further clarification(s).

¢ Maintenance—Public Improvement ({Mandatory Relocation): Spend in this
category is typically non-discretionary and shall be used for any facilities that must
be relocated or raised/lowered to meet the requirements of municipal roadway
reconstruction projects. Relpcation projects that are done to accommodate requests
[from existing customers or private entities shall also be included in this category.

e Capital Share Services: Spend in this category includes Facilities, Real Estate and
Security. 7 - .

Blue Ridge found the Company’s Budget Categories not unreasonable,

Each project has a specific project code identifying the job Type and Budget Class. Those types
are defined below.

Table 11: Job Type Codes used to identify work orders within CEP58

# of Work
Job ordersin

Type Budget Class Definition Sample
0555 | Growth Mains—New Business 7 :
(557 | Age & Condition Mains—Leak Elimination 1
0559 | Betterment Mains—Service Improvement 1
0561 | Public Improvement Mains—Street Improvement 2
0563 | Growth Service Line—New (hlankets) 1
G565 | Ape & Condition Service Line—Replacement (blankets) 6

& Colgnmbia Gas response to Blue Ridge Data Request 22 Attachment A,
68 Columbia Gas response to 8lue Ridge Data Request 83.
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# of Work
Job orders in
Type Budpget Class Definition Sample
0579 | Age & Condition A&C Meter Replacements (blankets) 4
0889 | Shared Services Allacation | Service Company Projects (e.g. Facilities, 1T} 1
0915 | Support Services Miscellaneous—primarily used for tool 1
purchases (blankets]
NCS Support Services Service Company Projects {e.g. Facilities, iT} 6
Project Spectific Codes
{These eodes remain for the duration of the project)
1091 | Growth Amherst Powers Elementary 1
1095 | Betterment Mansfield Nor POD Upgrade 2
1811 | Growth Royalton Place Apartments 1
7609 | Betterment Huron Station Upgrade 1
8267 | Betterment Bowling Green Station Upgrade 1
8541 | Betterment Brown & Lallendorf POD Upgrade 1
8841 | Public Improvement Westerville Mains Relocation 1
9503 | Betterment Willard POD Upgrade 1
9615 | Betterment Columbus B System POD Upgrade 4
9905 | Betterment Columbus East POD Upgrade 1

Blanket activities are not approved on an individual work order / project basis. The work is
approved in conjunction with an overall budget process that identifies types of activities that need to
take place. Thase activities include service-line additions and replacement, service replacements,
meters and AMR demces riser replacements, and growth projects. Since Blue Ridge was unable to
review specific-project approval documentation for blankat work orders, we reviewed thé process
used to develop the annual budget ta NiSource and the process used to obtain approval of the
budget.&?

The Company's Capital Governance Policy guides have not changed since 2019.7

‘The policy controls the processes for the approval of the total capital budget, the
Level of Signature Authority for the approval of specific work orders and subsequent
change orders, and the overall approval of blanket work orders. Each year, the
NiSource Board of Directors approves the total capital budget for NiSource and the
Company. The budget includes allocations for Growth, Age and Condition,
Betterment, Public Improvement, Shared Services, and the IRP. The budget planning
process is typical in that it starts from the bottom up and is approved from the top
down. The Company is told how much they are allowed to spend for a particular
budget year. Several departments are involved in the planning process, including
Engineering, Finance, and Capital Planning. They forecast new customer additions.
Al the operating companies use the same type of template to forecast what they wilk -
need for the upcoming year and the projection for two to three years out. Once
NiSource approves the capital budget, it is fixed unless the companies ask for
availability of additional funding. Some types of work that cannot be budgeted include

# Columbia Gas response to Blue Ridge Data Request 43.
# {olumbia Gas 2019 response ta Blue Ridge Data Request 57.
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Emergent or Public Improvement. When costs for those areas occur and rise, a formal
review is conducted by the Financial Planning & Analysis and Capital Planning
departments, which weigh the risks of not doing the projects. The Company monitors
the projects internally using the following methods:

Monthly review meetings _
Quarterly meetings fo look at how the budget is moving along
Priority Pipe reviews

Earned Value reports
"Comparative variance analysis

The NiSource Board of Directors approves the total capital budget. For Columbia,
that budget would include allocations for each budget category.”

Biue Ridge found that the specific work orders / projects included in the sample were properly
approved, and while Blanket activities have a different approval process, they too were properly
approved. Blue Ridge found that the Company’s processes are not unreascnable.

T6: Budget

" 0 & »

Within the Capital Governance Policy, the Company defined Guidelines for Review and Approval:

3.1. Measurement of Capital: Capital should be measured based on fully-loaded
costs.

3.2. New projects: All projects need to be approved prior to acquisition,
construction of assets, or obligating NiSaurce to make a capital expenditure or

prepayment.

~ 3.3.Leases: Both capital and operating leases need to be approved prior to anew
lease signature. The renewal of existing leases do not require any corporate
approvals,

3.4. New Initiatives or Changes to Existing Initiatives: A regulatory policy change,
regulatory commitment, or other items that would create a new initfative or adjust
an existing initiative and obligate NiSource to a capital commitment or prepayment
must also be approved prior to making such commitment.

3.5. Approval of Changes to the Capital Plan and Intraplan changes: The Board of
Directors approves the current year budget. Within this approval the Board of
Directors approves the plan target plus a contingency net to equal or exceed $75
million. A deviation from this range that is not approved as a part of a separate
business case requires a Board of Directors Finance Committee approval.

3.6. Capital Shifts: Movement of capital funding within an operating company
budget and across categories (e.g. growth, maintenance, tracker and shared services
functions) will be reviewed and approved according to Appendix B,72

Blue Ridge found that the Company budget process is comprehensive. Menitoring and shifting
costs are under the control of the operating companies, Even though the Company and NiSource have

1 Columbia Gas 2019 response to Blue Ridge Data Reguest 57.
72 Columbia Gas response to Biue Ridge Data Request 22, Attachinent A.
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a solid process in place for the approval of spending, Blue Ridge recommends that consideration must
still be given to whether what the Company is asking for in terms of capital spending is appropriate
and whether all the spending is necessary. Budget-to-actual variances are analyzed at the budget
category level {e.g, Growth, Age, and Condition). Prior to 2015, variance explanations were
documented at the gas distribution segment level for all Columbia companies and not at the
individual operating company (state} level.?? The process of allocating the burdget categories has
changed over the period from 2008 to 2017. The eurrent process of allocating budget categories has
not changed since 2017 is completed in Excel and includes checks to ensure the allocation agrees to
the overail approved budget. Blue Ridge found that the Company’s process is not unreasonable.

T6A: Does the work order / project have an approved budget?

The following is a breakdown of work erders and approval status.
Tabie 12: Breakdown of Approvals

# of Work
Status Qrders
Blankets - Part of the Capital Budget - 12
approved by NiScurce Board of Directors
Specific - Under $100k - NA 7
Specific — Properly Approved 25
Total 44

*NOTE: Projects less than $100K do not require approval signatures.’+
T6B: Are the work order / project costs +/- 20% of the approved budget?

The following is a breakdown of work order project cost to approved budget

Table 13: Breakdown of over/under Budget by +/-20%

# of Work
Charges to Final Approved Budget Orders
Blanket - Capital Budgzet 12
Under Budget by -20% greater 15
QOver Budgel by 26% or greater 5
Within +/- 20% of Budget 8
100% Reimbursable 1
Part of a larger project - Variance = NA 3
Total 44
T6C: Are explanations and approvals provided for cost overruns 20% and greater over the

approved budget?

Within the Capital Governance Policy, the Company further defined the Guidelines for Review
and Approval to add Project Overruns:

72 Case No, 17-2202-CGA-ALT, Columbia Gas response to Blue Ridge Data Request 9-004.

7 Columbia Gas response to Blue Ridge Data Request 22, Attachment A, The budget for the overall spending
plan is approved at the appropriate Management level. Individual specific profects within the approved plan
under $100k do not require additional approvals.

Biue Ridge Consulting Services, Inc.
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3.7. Project Overruns: Project costs and scopes should be monitored closely and
variances should be identified and communicated as soon as possible to the
appropriate level of management in accordance with the requirements described in
this section. Forlevel 2 and level 3 variances that result in significant cost increases, the
project manager shall include in the notification a description of risks and opportunities
associated with cancelling or discontinuing the prafect. '

Level 1 Variance: Once it is known that the cost of a capital project will vary by
greater than +/- 15% or $30,000 {whichever is greater), the project manager shall
document the explanation outlining the reason for the variance. At a minimum, Level
1 variance explanations should include a summary of changes in the project’s nature
that significantly impacted the cost such as material increases, unexpected
construction challenges, and inclement weather delays.

Level 2 Variance: As soon as it is known that the cost of a capital will vary by
more than 25% or $50,000 (whichever is greater), the project must be re-approved
in accordance with the approval levels based on the new estimated cost.

Level 3 Variance: If an approved project is greater than 50% complete and
expected to overrun its original budget by greater than or equal to $3 million for
projects less than $30 million or 10 percent for projects greater than $30 miilion, the
project sponsors must resubmit the project to NiSource Executive Governance
Committee for review and approval. Projects less than 50% complete who have a
revised cost estimate would need to be reapproved.”

Blue Ridge reviewed the specific work orders to ensure they had an apprupriate level of approval
based on the applicable Level of Signature Authority (LOSA] document. Several work orders /
projects required additional information and review.

1. Work Order #: 0555.34180089352

Project Description: Install 1405’ - 2"84” PMMP (Growth: Mains-New Business)
Actuat Cost: $83,258

Budget: $60,466

Amount Over Budget: $22,792

% Over Budget: 38%

Company explanation for budget overrun: The $22,792 overrun is within the “+/-
15% or $30,000 (whichever is greater}” variance explanation requirement of the
NiSource Capital Governance Policy, 5o no variance overrun is required.”s

™o A0 o

Blue Ridge found the Company's response is not unreasonable.

Z. Work Order #: 0555.341B0132649

Project Description: 1astall 1565'-PMMP (Growth: Mains-New Business)
Actual Cost: $93,553

Budget: $40,270

Amount Over Budget: $53,283

% Over Budget: 132%

LN

75 Columbia Gas response to Biue Ridge Data Request 22.
76 Columbia Gas response to Blue Ridge Data Request 57,
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f. Company explanation for budget overrun: The $53,282 overrun is because this
project was designed and planned to be open cut, When Columbia’s crew started
the project, the City of Powell inspector did not allow Columbia to open cut. The
requirement to directional bore resulted in added flagging crews and sewer
camera hours and increased costs aver the original estimate.??

Blue Ridge found the Company’s response is not uareasonable.

3. Work Order #: 0555.34190126168

a. Project Description: Install 2398° - 2" Plas MP Main {Growth: Mains-New
Business)
Actual Cost: $177,729
Budget: $104,465
Amount Over Budget: $73,265
%% Over Budget: 70%
Company explanation for budget overrun: This project over ran the original
estimate. The engineering tech that designed the project did not included sewer
camera or flagger time in the estimate. 164 hours of sewer camera was used and
171 hours of normal time plus 5 hours of overtime for flaggers was used. These
two contract times helped result in an overrun for this project.?s

e R0 o

Blue Ridge found the Company’s response is not unreasonable.

4. Work Order #: 0561.341530081108

a. Project Description: Instali 67 — 4” PMLP/CSLP (Betterment: Mains-Street
Improvement}
Actual Cost: $69,498
Budget: $44,039
Ameunt Over Budget: $25,459
% Over Budget: 58%
Company explanation for hudget overrun: The $25,459 overrun is within the “+/-
15% or $30,000 {whichever is greater)” variance explanation requirement of the
NiSource Capital Governance Policy, so no variance overrun explanation is
required.’s

mean g

Biue Ridge found the Company’s response is not unreasonable.

5. Work Order #: 0563.34180125756

Project Description: Install 320 4" PMMP Service (Growth: Service Line—New)
Actuat Cost: $3103,259

Budget: $34,640

Amount Over Budget: $68,619

% Over Budget: 198%

Company explanation for budget overrum: Columbia’s construction team had
requirements from the City of Westlake on this project that dramatically
increased the project cost. The City of Westlake did not allow Columbia to spot
utilities on Center Ridge Road during the day, requiring this job to be done at

e an o P

77 Columbia Gas response to Blue Ridge Data Request 57,
78 Columbia Gas response to Blue Ridge Data Requiest 43 ~ Attachment 0555.34190126168.
7 Columbia Gas response to Blue Ridge Data Request 57.
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night, and payment of Time and Equipment unifs instead of standard unit prices.
$21,483 Miscellaneous dollars were required for overnight paving. Columbia had
to pay the asphait plant to stay open overnight because the City of Westlake
required the road to be paved before morning.8?

Blue Ridge found the Company's response is not unreasonable.

Blue Ridge found that each work order with Level 2 and 3 variances referenced above has the
proper level of approval in accordance with the Company policies and procedures and the LOSA

document.

T7:  In-Service Dates

T7A: Is the actual in-service date in line {at or before) with the estimated in-service date.

Of the 32 specific work orders sampled for the CEP sefection, 27 of the work orders were finished
on or before the estimated in-service date, Five had delays between 90 and 1,338 days.

1. Work Order #: 8541.34140115964

o RD R

Estimated In-service Date: 12/31/15

In-Service Date: 6/16/16

Days over Estimate: 168

No AFUDC accrual

Company explanation: The delay of $4,698.78 of charges from 2017 was
primarily due to the plant accounting department inadvertently missing the
unitization of these costs until June 201911

Blue Ridge found that the Company's explanation is not unreasonable. The work
order would have been in-service and eligible for the CEP even though it was not
unitized.

2. Work Order #: 9503.34150178168

e

b
C.
d
e

Estimated In-service Date: 12/31/16

. In-Service Date: 12/5/17

Days over Estimate: 339

. No AFUDC accrual

Company explanation: The charges of $25,759.90 were primarily for corrosion
activities related ta the rectifier instalied, as well as the Ohio Power Siting
Board ("OPSB”) invoiced permitting fees. The delay of closing to plant
postpones the monetization of the plant in service.82

Blue Ridge found that the Company's explanation is not unreasonable.
3. Work Order #: 9615.34180089438

.

h.

€.

Estimated In-service Date: 12/31/18
In-Service Date: 7/11/19
Days over Estimate: 192

0 Colurnbia Gas response to Blue Ridge Data Request 57.
81 Coluinbia Gas response to Biue Ridge Data Request 58(b).
82 Cglumbia Gas response to Bive Ridge Data Request 58(c).
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Blue Ridge found that AFUDC was accrued but no gap in costs so accrual and
AFUDC shoutd not have been suspended

4, Work Order #: 8267.34120105814
a. Estimated fn-service Date: 12/31/15
b. In-Service Date: 8/30/19
¢, Days over Esthmate: 1,338
d

. Company explanation: 8267.34120105814 has an Actual Start Date of
06/27 /2018, indicating the first date charges were made to the job order.

Blue Ridge found that the projects can have an estimated start date but for various
reasons are delayed or postponed. This is not unusual, and the Company response
is not unreasonable.

5. Work Order #: NCSF18C0OH16C

Estimated In-service Date: 11/30/18

In-Service Date: 3/1/19

Days over Estimate: 91

Company explanation for delay: this project was delayed from fall of 2018 to
early 2019 due to weather conditions.®?

po e

The Company provided the following additional explanation for the above five
work orders: Estimated In-service Date is initially believed to be when the
property will go in service. Estimated dates do not include unforeseen challenges
during construction or completion of charges to, or work on, the job order. As
such, there are often design, funding, and permitting complications that result in i
pushing jobs further inta the future. Finally, even after a pipeline is in service, a
work order will be left open for a period of time to capture trailing costs, such as
paving and restoration and late invoices or charges from vendors,

AFUDC is applied to eligible capital projects from the month of first capital
expenditure to the month the project is placed into service. There was no over
accrual of AFUDC as, once the actual in-service dates were apphed the system !
stopped calculating AFUDC.8+ '

Blue Ridge found the Company’s explanation for the five work orders listed above were
not unreasonable. Charges for the projects were continual from the start date to the in-service
date. Therefore, Blue Ridge agrees with the Company that AFUDC was not over accrued. Once
the project is declared in-service it can be held open to capture additional charges but AFUDC
will stop.

T7B: Was the work order / project in service and closed to UPIS within a reasonable time period
from project completion, and if not, was AFUDC stopped?

As discussed and identified in T7A, Blue Ridge found that all 32 specific work orders were closed
timely after the work was complete. Blue Ridge does not recommend any adjustments for this
section.

23 Columbia Gas response to Blue Ridge Data Request 60,
# {plumbia Gas response te Blue Ridge Data Request 59,
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T8: Allocations
T8A: If the work order / profect represents allocated charges are the allocations reasonable?

The Company provided a list of all overhead and indirect charges applied to Columbia Gas work
orders. Below are descriptions and factors used in the calculation of each type:

» Vacation and Non-productive overheads represent the cost incurred as the
result of vacation, holiday and sick henefits for employees. The cost of these
henefits are charged directly to the Ainctional balance sheef accounts

s Labor overheads represent the cost incurred as the resuit of paying labor
henefits and specific types of payroll taxes for employees. The cost of these
benefits and payroll taxes are charged directly to the functional expense
accounts.

s (Construction Overheads (Supervision, Engineering, General, &
Administrative costs] also referred to as SEGA, represent charges applicable
to construction incurred by employees and activities where it is impractical
to charge construction wark orders directly. Entries to this SEGA clearing
work order in Construction Work In Progress, (CWIP), are charged directy
and coded to applicable construction cost elements as well as use of code
patterns through the shared service billing. These costs are allocated from
this work order to the construction projects in CWIP eligible for overheads.

» Allowance for Funds Used During Construction, {AFUDC), are applied to
designated work orders which have received charges and have been elassified
to Construction Work In Progress (CWIP).

» Vehicle and General Tool overheads represent the cost incurred as the result

~ of using a company vehicle or equipment. These costs are charged directly to
the funictional halance sheet accounts.8s

‘Costs that are typically allocated include supervision, engineering, and general administration
and AFUDC. Labor overheads are allocated based on labor charges. The allocation of these costs is
limited to work orders where physical construction occurs.8 AFUDC is applied to all eligible types of
work orders. Examples of projects not eligible for AFUDC include purchases of meters, tools, office
equipment, and furniture. The method of allocation is in accordance with policies. Those policies have
not changed since the previous audit.¥ Blue Ridge found that the nature of the allocations is normal
and what would typically be charged to capital projects. The rates used were not reviewed but the
theory of how the rates are developed was and is not unreasonable.

T9: Continuing Property Records
T94: Do the Continuing Property Records support the asset completely and accurately?

T10: CostCategories

T10A: For work orders / projects, are the cost categories (Payrall, M&S, etc.) not unreasonable and
support the work order total?

85 Columbia Gas response to Blue Ridge Data Request 19,
86 Cplumbia Gas 2019 response to Blue Ridge Data Reguest 92,
%7 Cplumbia Gas 2019 response to Blue Ridge Data Requests B and 57.
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For “other” (referring to T1d above), are the description and casts net unreasonable?

Testing steps T9 and T10 are discussed fogether. The Company uses a current version of
PowerPlant for its plant accounting records. That system has the ability to provide detailed
information by account, by activity, and by amount for all work orders, including blankets.?® The
Company was able to provide complete and accurate support for work order charges for each work

order.

Blue Ridge reviewed the cost categories and charges for each work order. While most of the
categories/charges appeared reasonable, 15 work orders / projects required additional information
and review.

1.

Work Order #: 0579.34B15310011

a. Other Maintenance Services = $844,021

b, Explanation from Company: These charges are odorization ins tallatlon and
inspection fees.%9

Worl Order #: 1095.34190179751

a. Temporary Personnel] Services = $107,785

h.  Explanation from Company: These charges are from the vendor Aerotek for project
management support.% -

Worlt Order #: 9615.34160088553

a. Contribhutions in &id of Constr = -$120,156

b. Explanation from Company: These charges represent payments made by
TransCanada to Columbia Gas of Ohio for the reimbursable work done by Columbia
Gas of Ohio%t]

Work Order #: 9615.34170089089

a. Contributions in Aid of Constr (from TransCanada) = -$876,840

b. Explanation from. Company: These charges represent payments made by
TransCanada to Columbia Gas of Ohio for the reimbursable work done by Columbia
Gas of Ohio%?

Work Order #: NCSCTRAKX1103C

a. Corporate Services - Bill = $1,166,907

b. Explanation from Company: These charges are internal and external consulting
services for IT project work, including design, build, and testing efforts for the
implementation of new IVR platform software. 93

Work Order #: NCSCTRAKXPYWBC

a. Corporate Services - Bill = $578,456

b. Explanation from Company: These charges are internal and external consulting
services for IT project work, inchuding design, build, and testing efforts for the
execution of payment and web enhancements for the customer experience. %

Work Order #: NCSF18COH16€

82 Interview of Major Bvents and [T conducted on July Z, 2018.
89 Columbia Gas response to Biue Ridge Data Request 63.
% Columbia Gas response to Blue Ridge Data Request 3.
9 Columbia Gas response to Biue Ridge Data Request 63.
%2 Columbia Gas response to Blue Ridge Data Request 63.
92 Cojumbia (zas response to Blue Ridge Data Request 63.
9 Columbia Gas response to Blue Ridge Data Request 63.
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a. Corporate Services — Bill = $163,000
h.  Explanation from Company: These charges are for the installation of a new roof at
the Middleburg Heights location. %
8. Work Order #: NCSF18COH29C
a. Corporate Services - Bill = $134,795
b. Explanation from Company: These charges are for the installation of a new concrete
parking lot. % '
5. Work Order #: NCSP18GPSP3C
a. Corporate Services - Bill = $1,178,054
h. Explanation from Company: These charges are internal and external consulting
services for {T project work, including design, build, and testing efforts for the
transition to Trimble Connect cioud platform. %
10. Work Order #: NCS18T2670C
a. Corporate Services - Bill = $§892,504
b. Explanation from Company: These charges are internal and external consulting
services for IT project work, including design, build, and testing efforts for the
upgrade of the call/screen recording appiication. 9

Blue Ridge found the Company's explanations for items 1 through 10 above not
unreascnable.

11. Work Order #: 9615.34160088553

a. 100% Reimbursable = $441,252

b. Explanation from Company: In the project description and overview documentation
for the Columbus B system upgrade {both work orders), the work is mostly, but not
entirely, reimbursable by TransCanada. Some Columbia system and facilities
betterment such as additional SCADA equipment and a capacity increase moving
from a 6” plastic pipa to an 8” plastic pipe, were not reimbursed by TransCanada. As
such, these work orders have a positive balance.9

Blue Ridge found the Company’s explanation is not unreasonable.

12. Work Order #: 9615.34170089085

a. 100% Reimbursable = $6,248

b. Explanation from Company: In the project description and overview documentation
for the Columbus B system upgrade (both work orders), the work is mostly, but not
entirely, reimbursable by TransCanada. Some Columbia system and facilities
betterment such as additional SCADA equipment and a capacity increase moving
fram a 6" plastic pipe to an B” plastic pipe, were not reimbursed by TransCanada. As
such, these work orders have a positive balance. 100

Blue Ridge found the Company’s explanation is not unireasonable.
13. Work Order #: 8841.34170088962

%5 Columbia Gas response to Bine Ridge Data Request 63.
% Columbia Gas response to Rlue Ridge Data Request 63.
%7 Columbia Gas response to Biue Ridge Dara Request 63.
# Columbia Gas response to Blue Ridge Data Request 63.
99 Cplimbia (Gas response 1o Blue Ridge Data Request 64.
1o Columbia Gas response to Blue Ridge Data Request 64,
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a. Cap Proj not Othrwise Identifd = $67,389

b. Explanation from Company: The charges recorded to the description of Cap Proj not
(thrwise identifd are for land services, such as, staking right-of-ways and easement
acquisition.1e1

Blue Ridge found the Company’s explanation is not unreasonable.

14. Work Order # 9615.34170089089
a. Credit Balance = -$183,552
b. Explanation from Company: This credit results from a timing difference between
actual expenses incurred and confributions in aid of construction received from
TransCanada by Columbia Gas of Ghio, Inc. for the relocation of eight Columbia POD
stations. Please see response Case No. 20-0049-GA-RDR, Blue Ridge Data Request
Set 1, No. 43, Attachment 9615.34 170089089, xlsy.102

Blue Ridge found the Company's explanation is not unreasonable.

15, Work Order #: 9615.341800894
a. Contributions in Aid of Constr (debit balance) = $79,461
b. Explanation from Company: The work order 9615.3418008%3438 has a total net
balance of $79,461, of which includes total Contributions in Aid of Constr of
{($896,138) and other construction charges totaling $975,599.103

Blue Ridge found the Company’s explanatian is not unreasonable.

T11: Revenue-Generating
T114: For CEP additions, wiil the work order / project generate revenue? if so, how has the revenue
been quantified? _ _
The Company identifies CEP revenue-generating projects through the use of Activity Codes.

Table 14: Activity Codes for New Business Projects

Type Activity
Code
Mains -~ New 0555
Service Lines — New 0563
Meters - New 4567
Meter Installations - New 3569
House Regqulators — New 0571

Projects associated with the Activity Codes 0555 Mains-New and 0563 Service Lines-New are
for new service and should generate revenue. In addition, Blue Ridge identified 11 projects that
warranted further review and an understanding of how the additional revenue generated by these
projects are reflected.

191 {olumbia Gas response to Blue Ridge Data Request 65,
102 {;plumbin Gas response to Blue Ridge Data Request 66.
193 {nlumbia ias response to Blue Ridge Data Request 67.
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Table 15: Projects that Could Generate Revenoe

Work Order # Preject Description Budget Class
1. 0555.343180089352 | Install 1405°- 2"&4" Pmmp : Memories : Wes Growth

2. 0555.34180108427 | Install 3,035-2" Pm-Mp : Co Rd 224.: Cly Growth

3. 0555.34180125651 | install 3,225'-2" Pmmp : Lear Nagle : NR Growth

4. 0555.34180132649 | Install ~1565-4"Pmmp : Advocet : Pow Growth

5. 055534190081269 | Oc~640'-2" Pmmp : jay : Del Growth

6. 055534190126168 | Install 2398'- 2"Plas Mp Main : Olde Orcha: St Growth

7. 0555.34190133126 | Install 195-2"Pmmp : Rutherford : Pow Growth

8. 0559.34190148244 | Install 58%'-4" Pmmp : Hwy 821 : Bel Betterment
9. 0563.34180125756 | Install 320° 4" Pmanp Serv. : Center Rid : Wes Growth

10, 1091.34180125509 | 2,270'-6" 1,655 -4" 180"-2" Pm : Lake : Amh Growth
11.1811.34180125422 | Inst 3790"-12"Csmp Betterment : Ridge : N R | Betterment

The Company included detailed justification and support that the projects were necessary,
raasonable, and prudent. Blue Ridge concluded that the projects are used and useful. However, the
Company has not reflected the incremental revenue in its CEP.

As the Staff Report noted in Case No. 19-438-GA-RDR, "The CEP deferral formula authorized in
Case No. 12-3221-GA-UNC, et. al, was meant to be adjusted in Case No, 17-2202-GA-ALT to remove
the incremental revenue offset as part of the Stipulation entered into in that case. However, Staff
believes incremental revenues are an important component of the CEP deferral formula, and
therefore, its removal from the formula should not be indefinite.” See Staff Report at 3.10+

Blue Ridge reiterates its recommendation from prior audits that incremental revenue be
clarified and tracked. Inclusion of incremental revenue in the CEP should be re-evaluated in the
Company's next base rate case.

T1Z2: Replacement projects

OFthe 44 work orders selected for testing, appraximately nine were of the type of work for which
retirements would not be expected (such as main and service line additions). The remaining 35 work
orders represented service line replacements, pubic improvements, replacements for age and
condition, shared services, support services, and intangible software. Typically, when assets are
retired, cost of removal will be charged. Even in instances where pipe is retired in place, the Company
may perform some functions to relieve the pipe of gas and make it safe, resulting in cost of removal
charges.

Blanket Work Orders Type: 0565:

When Service Line Replacements {job code 0565} are put into service, they
automatically trigger a retirement. The system will utilize the vintage year, pipe type
{plastic, steel, etc.) and location of the replaced service line to identify which service
line to retire. The service line retirements are then closed each month to a 566
{service line retirement) blanket work order. Both 565 and 566 blanket work orders
are closed each month-end. This process is further discussed below under blanket

104 Colwnbia Bas response to Blue Ridge Data Reguest 7(i).
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accounting.

The Company allocates service line retirements related to the IRP based on the
ratio of IRP service line additions to those of all service line additions. Therefore, the
difference between total service line retirements and the IRP-allocated service line
retirements is then allocated to the CEP.

This methodolagy was used for three reasons:

+ Blanket accounting—-Nearly all service lines are accounted for in blanket
accounts, which means that installation costs are not tracked specifically
to each service line replacement. Instead, service line replacement joh
order costs are hooked to a blanket account and then individual
installation units are put into service at an average cost for any given
taxing district and vintage year. Retirements work in much the same way,
but in reverse. Unlike main installation job orders, there is no individual
retirement job order created when a service line replacement job order is
created. Consequently, service line retirements de not track back to an
individual service line. Instead, every installation generates a retirement
unit that goes back and retires 3 single unit at the average original cost
that was booked when the service lines in that location when into service,

¢ Allocation of Installation Costs to Cost-to-Retire—Due to the use of
blanket accounting for service line installation costs, there are no
individual retirement job orders created to capiure the costs associated
with the retirement of any given service line. Instead, Calumbia's systems
simply allocate a portion of service line installation costs to cost-to-retire.

+ Individual service line replacements and blanket work orders are not
Approved-~Fach year, the NiSource Board of Directors approves the total
capital budget for both NiSource and its individual operating companies.
This budget includes allocations for each budget category. Any shifts in
the approved capital plan must he approved in accordance with the
Capital Governance Policy provided in Columbia’s Response to Blue Ridge
Data Request Set 1, No. 22.103

» Blanket Work Orders Type: 0579:

There are no retirements or cost of removal incorporated into 579 blanket work
orders because they are the purchase of meters. Residential size customer meters are
purchased in bulk and used when required for a service replacement or upgrade.
Allocations and purchases are made at the TCC level, so meters are located where
they are needed and costs are aflocated where the meters are installed,10¢

Blue Ridge found the method of retiring replacement service line and main assets used by the
Company is similar to using a weighted average unit cost inventory for M&S issues. Actual costis not
used, but a weighted average by vintage year and type of pipe is used. Service line replacements are
numerous, and the use of this method saves time and is not unreasonable, If any potential risk exists,

15 Columbia Gas response to Blue Ridge Data Request 43 - Blanket Work orders -565,
105 Columbia Gas response to Blue Ridge Data Request 43 - Blanket Work orders -579,
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it would be etther the under/over statement of the IRP, which would result in the inverse to the CEP.
Given that the IRP is already being collected in rates, it is not likely that the CEP would be overstated.

T12A4: Were assats retired?

OFf the 44 work orders sampled, 18 work orders were labeled as replacements. Of the remaining
26 work orders in the CEP selection, kwo were listed as non-replacements but had retirement but no
cost of removal charges within the work order detail. '

1. Work Order #: 8267.34120105814

a. Project Description: BG South POD - Bowling Green, OH

h. Actual Costs: $1,949,378

c. Refirement: $(46,828)

d. Related Retirement Work Order #: 8268.34120105815107
2. Work Order #: 8541.34140116964

a. Project Description: Brown & Lallendorf TBS Heater

b. Actual Costs: §4,699

¢. Retirement: ${20,749}

d. Related Retirement Work Order #: 8542.341601179 28108
3. The Company explained that the work orders represent installation work and their

related retirements are found within separate work orders.?

Bhue Ridge found that the Company recorded the retirements on a separate work order. This
is not an unusual practice, Blue Ridge reviewed the related retirement work order cost detail
and found that the Company’s explanation is not unreasonable,

The Sample included 4 replacement projects with no retirements or cost of removal charges
within the work order detail.

1. Work Order #: 9615.34170085089.

a. Thescope of this project included stations to be built at a different location.

b. Company explanation: Work order 9615.34170089089 is an installation work
order. Columbia uses separate instailation work orders and abandonment work
orders for tracking and accounting capital work. The associated abandonments
for this work order are on 9615.34170089136 and 9615.34180089272.110

Blue Ridge found that the Company’s explanation is not unreasonable.

2. Work Order #: 9615.34180089438.

a. The scope of this project included stations to be built at a different Iocation.

b. Company explanation: Work order 9615.34180089438 is an installation work
order. Columbia uses separate installation work orders and abandenment work
orders for tracking and accounting capital work. The associated abandonment
for this work order are on 9615.34190089882.11

197 Calumbia Gas response o Blue Ridge Data Requests 73 and 84.
102 Columbia Gas response to Blue Ridge Data Requests 73 and 84.
194 Lolunbia Gas response to Blue Ridge Data Request 73,

118 Columbia Gas response to Blue Ridge Data Requests 69 and 84.
112 {plumbia Gas respense to Blue Ridge Data Requests 70 and 84.
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Blue Ridge found that the Company’s explanation is not unreasonable.

3. Work Order #: NCSF18COH16C.

a.
h.

C.

This project was to install I new roofing surface and asphalt garage aprons.
Company explanation: For the referenced project the original roof has been fully
depreciated and, as such, no retirement was recorded. When Columbia
processed the invoice, the cost of removal was inadvertently processed as CWIP
in the amount of $20,000. Columbia will correct for this and adjust the books to
reflect the proper accounting.i!?

The Company explanation of the error ig not unreasonable. The correction will
increase the CEP.

4, Work Order #: NCSF18COHZ29C.

a.
b,

This project was to install a new concrete parking lot

Company explanation: Retirements were not recorded due fo the fact the cost of
the original gravel parking lot was nota separately identified asset on Columbia’s
boaks. Cost of Removal was not recorded due the fact the cost of removal for the
gravel parking lot was not detailed on the invoice for installation of the concrete
parkinglot.t13

Blue Ridge found the Company’s explanations unreasonable for several reasons

1

2)

Biue Ridge has determined that the work performed on the parking lot is a
betterment and therefore would not necessarily result in retirements, In the
future if the parking lot is replaced then the company would need to record a
retirement even though the parking lot if part of a larger asset.

Blue Ridge has determined that cost of removal would not necessarily have been
recorded since the work performed was to pour concrete and therefore, the
gravel, or part of the gravel, may have been utilized in which case cost of removal
would not have been appropriate Blue Ridge does not have any
recommendations .

Blue Ridge found three replacement projects with no cost of removal charges.

1. Work Order 8557.34190074380

d.

Related Retirement Work Order #: 0558.34190074381:4

2. Work Order 0559.34190148244

a.

. 3._ Worlc Order 0561,34190081108

a.

Related Retirement Work Order #: 0560.34190148245%1%

Related Retirement Work Order #: 0562.34190081109118

The Company explained that the work orders represent installation work and their related
retirements and cost of removal are recorded on separate retirement work orders.i1? This

112 Columbia Gas respanse to Blue Ridge Data Request 71,
113 Columbia Gas response to Blue Ridge Data Request 72.
14 Columbia Gas response to Blue Ridge Data Reqguests 73 and 84,
418 Cohunbia Gas response to Blue Ridge Data Requests 73 and 84.
416 Colambia Gas response to Bhue Ridge Data Requests 73 and 84,
17 Columbia Gas response to Rlue Ridge Data Request 73,
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practice is not unusual.

Blue Ridge reviewed the related retirement work order cost detail and found that the Company’s
explanation is not unreasonahle.

T12B: Was the date of retirement in fine with the asset replacement date?

Blanket projects are closed every month. Certain types of projects, such as service line
replacements {job code 0565), are retired on an average cost basis as the units are added, so both the
addition and retirements take place at the same time. Cost of removal is charged generally at the
same time or can precede the actual retirements.!18 Blue Ridge reviewed the asset replacement and
asset retirement dates. One of the 44 work orders /projects required additional information and
review.

1. Work Order #: 8841.34170088%62
a, Project Description: CR 24-0.07 Relocation

b. In-service Date: 3/19

c. Retirements: $(389,228)

d. Retirement Date: 8/19

e, Company explanation: The timing difference was caused by a job order change
request being processed due to issues that arose beyond the contractor’s control,
such as additional depth required by the county. This cost adjustment delayed
the receipt of the close out packets to our capital close out team. The impact on
the accrual for depreciation is de mininius based on the delay described above,119

Blue Ridge found the Company's response not unreasonable,

T12C:  is the amount of the retired asset nat unreasonable?

The retirement charges and quantities were not unreasonable for each of the seven work orders
within the sample with retirements.

T12D: Was salvage recorded?

Salvage represents the proceeds from the sale of assets that are replaced by the Company. For
purposes of the depreciation reserve, salvage is recorded as an increase in the depreciation reserve
(FERC 108), which results in a corresponding decrease in net plant.

in the Gas business, assets are frequently retired in place whenever possibie. Doing so decreases
cost of removal by saving time and labor. Exceptions to that practice may include incidences such as
a municipality requiring the removal of replaced assets or where not removing assets could
represent a safety hazard. When assets are removed, they are typically sold as scrap. Under some
circumstances, the scrap can be applied to a retirement work order and tied to a specific project.
Columbia uses blanket work orders to replace assets. Columbia’s practice is consistent with the Gas
utility Industry. '

Regardless of how it is done, as long as FERC 108 is charged, the process is in accordance with
FERC (CFR 18] and properly accounts for scrap. Scrap is also considered in the calenlation of the net
salvage or negative net salvage that is used in depreciation studies. The work orders we tested did
not contain any salvage specifically included in each work order. This situation is not unusual since

118 Colurnbia Gas 2019 response to Blue Ridge Data Request 57.
117 folumbia Gas response to Blue Ridge Data Request 68.
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salvage is not a budget item. We do not see any issues in this avea, and it appears that Columbia books
salvage in accordance with FERC {CFR 18), which conforms to the manner in which most Gas utilities
record salvage.

T12E: Was cost of removal charged? Is the ameount not unreasonable?

It is not unusual in the Gas Distribution industry te not remove pipe from the ground. In several
instances, unless necessary for safety or mandated, Gas Distribution companies frequently leave pipe
in the ground and purge the gas from the pipe and cap the ends to make it safe, thereby avoiding the
cost to remove the pipe. In those instances, cost of removal is minimal and, depending on the category
of work order, could be charged to a blanket work order or a retirement work order that would not
have been picked up in the sample. Service line replacements are an example because they are
blanket projects.

Generally, NiSource’s subsidiaries follow the practice of charging maintenance and repairs,
including the cost of removal of minor items of property, to expense as incurred. When regulated
property that represents a retired unit is replaced or removed, the cost of such property is credited
to utility plant and such cost, net of salvage, is debited to the accumulated provision for depreciation
in accardance with composite depreciation (“composite method”).12¢ Blue Ridge found no cost of
removal charges within the sample sslection.

T13: Field Verification
T134: Is the project a candidate for field verification?

Blue Ridge identified 24 work orders within the CEP sample as candidates for field visits. Work
orders / projects were excluded from selection for the following reasons:

A. The work order was an adjustment or transfer of dollars and, therefore, no physical assets
had been installed.

B. The work order was for installed software, and it would he difficult to review an entire
software program {such as, for example, PowerPlant} to see what was added.

{. The work order was not selected based on professionat judgment.

Further discussion on field inspections and desktop audits below in Section: Field Inspections
and Desktop Reviews.

WORK ORDER BACKLOG

The work order backlog represents completed, or substantially completed, projects that have
been transferred from CWIP {FERC 107) to Completed Construction Not Classified (FERC 106). The
projects are in-service and accruing depreciation. AFUDC stops when the work order is transferred,
The work order will remain in FERC 106 until it is unitized to Gas Plant in Service {FERC 101}. For
reporting purposes, FERC 106 is generally combined with FERC 101 to represent total plant in
service.

As new construction costs are charged to work orders, they need to be assigned to the
appropriate company, project, FERC account, location code, and retirement unit asset. The accurate
setup of a work order ensures that the appropriate amount of accumulated reserve for depreciation
is caleulated from the time the asset is placed in-service. The unitization process is used to confirm

128 Case Mo, 17-2202-GA-ALT ~ CEP Audit DR Set 1 No. 14, Attachment A
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that all appropriate charges related to the work order are assigned correctly. An over ot under
accrual of accumulated reserve for depreciation may arise in instances where the unitization process
results in changes to the assignment of work order charges.

In the gas utility industry, it is not uncommeon for work orders to remain in FERC 106 for several
months, waiting for the completion of the project. Frequently projects cannot be 100% completed
because of weather conditions that may obstruct the Company’s ability to complete paving and
seeding and other functions. In accordance with FERC accounting, a project can be substantially
complete, used and useful, and waiting for completion of work that does not hinder the functionality
of the asset(s}. The Company’s practice of not unitizing some projects until the work can be
completed is consistent with gas utility industry practice

Table 16: CEP 2018 - 2019 Weark Order Backlog Comparison!2!

2018 2019 Comparison
f#of #of
Work Work
Timeframe Balance Orders Balance Orders Balance #
Under 3 Month $27,356,529 556 350,313,901 703 84% 26%
4 to12 Months $4,338,159 47 $641,491 12 ~B5% -74%
Over 12 Mouths $3,332,529 6 $58,018 3 -98% -50%
Grand Total $70,054,433 $51,013411 B4% 26%

The total Company work order backlog as of December 31, 2019, was $139,880,875. Of that,
$51,013,411 are CEP work orders and the remaining $88,867,464 represents {RP work orders.

The CEP work order backiog has been reduced by approximately 37% from the prior vear.
Approximately 95% of the backlog is under three months (90 days]. This is consistent with the
company holding work orders open ko collect additional charges. It appears the company is doing a
good job managing the backlog,

FIELD INSPECTIONS AND DESKTOP REVIEWS

For field inspections, Blue Ridge selected 24 locations, several with mmltiple assets, and all were
selected for desktop review with three projects additionally assessed through live-streamed video
on a site walk through with Columbia Gas engineers narrating. {No physical inspections took place
due to COVID-19-pandemic limitations for onsite travel) The following criteria were used for the
video-streaming field inspeetions and/or desktop reviews:

The assets were in service and used and useful, providing service to the customer.
The assets were properly classified in capital accounts.
The sample assets did not appear over built {gold plated).
e Planning and justification documentation support that the projects were necessary,
reasonable, and prudent.

The field observations were performed by Blue Ridge and Commission Staff with assistance from
Company representatives. The desktop verifications were done on May 18 through 19 and remote
video streaming of three physical sites on May 21 through 22, 2020. Information for each work order
/ project, including detailed maps, and site photographs was provided to the observation teamanda

121 {oinmbia Gas response to Blue Ridge Data Request 22, Attachment A.
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review summary was completed for each virtual field inspection and desktop review, under
confidential discovery response #46 and 54. The completed review summaries are included as
workpapers with this report. The following table summarizes the projects reviewed.

Table 17: Summary of Projects Subject to Field Inspection and /or Desk Top Reviews

Activity In-Service
Work Order # FERC Budpet Class Cost Date | Used and Useful
1. 0555.34180089352 | 37600 | Growth $83,258 | 1/16/19 Ves

Project Description: Install distribution main for new growth

Bhse Ridge Commeent: reviewed 7 worksheats assaciated with the canfidential filed
BRDRi#t46: detatied Financial approvat chain of signature, GIS Screen print of
before and after gas main locations and size instalied, asset removed detailed list,
Design & Alternative notes detailing options considered and reasons why rejected,
Cost summary details, Installed acceunts, and project summazy. Inchuded wasa
separate Google mans/earth review of site

2. 0555.34180108427

37600 | Growth [ $147240 | 12711719 | Yes

Project Description: Install distribution main for new growtt: into Mobile Home
park {previous prapane]

Blue Ridge Comment: reviewed 7 worksheets associated with the confidential Bled
BRDR#46: detailed Financial approval chain of signattwre, GIS Screen printof
before arid after gas main locations and size installed, asset removed detailed list
(small section of te in main}, Design & Alternstive notes detailing aptions
considered and reasons why rejected, Cost summary details, Instalied accounts,
and project summary. Included was a separate Google maps/earth review of site

3. 0555.34180125651

37600 | Growth | s2z9790 | 9/20/18 | Yes

Project Description: Install distribution main for new growth

Blue Ridge Comment: - reviewed 7 worksheets associated with the confidential
filed BRDR #54: detailed Financial approval chain of signature, GIS Screen printof
hefore and after gas main locations and size installed, asset removed detailed list,
Design & Alternative notes detailing options considered and reasons why rejected,
Cost swmmary details, Instalted accounts, and project summary. Included was a
separate Google maps/earth review of site

4. 0555.34180132649

37600 | Growth | $93553 | 8/27/19 | Yes

Project Description: Install distribution main for new growth

Blue Ridge Comment: reviewed 7 worksheets associated with the confidential filed
BRDR #54; detailed Financial approval chain of signature, GIS Screen pring of
before and after gas main locations and size installed, asset removed detailed list,
Design & Alternative nates detailing options considered and reasons why rejected,
Cost summary details, Installed accounts, and project summary. Included wasa
separate Google maps/earth review of site

5. 0555.3415008126%

37600 | Growth | $9,190 | 11718719 | Yes

Project Description: Install distribution main for new growth

Blue Ridge Comment: reviewed 7 worksheets associated with the confidential filed
BRDR #54: detailed Financial approval chain of signature, GIS Screen print of
before and after gas main locations and size installed, asset renioved detailed Iist,
Design & Alternative notes detailing options considered and reasons why rejected,
Cost summary details, Installed accounts, ard project summary. Included wasa
separate Google 1aps/earth review of site

| 6. 0555.34190126168

37600 | Growth I 1777201 7716718 | Yes

Project Description: Install distribution main for new growth

Blue Ridge Comment: reviewed 7 worksheets associated with the confidential filed
BRDR #54: detailed Financial approval chain of signature, GIS Screen print of

Blue Ridge Consulting Services, Inc.
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Work Order #

Activity In-Service
FERC Budget Class Cost Date Used and Useful

hefure antk alter gus mein fbocations and size installed, asset removed detailed list,
Pesign & Altarnative notes detailing options considered and reasons why rejected,
Cost summary details, fustalled accounts, and project sununary. [nchuded was a
separate Google maps/earth review of site

7. 0055.34190133126

37606 | Growth I $21914 [ 12712719 | Yes

Project Description: Install distribution main for new growth

Blue Ridge Comment: reviewed 7 warksheets associated with the confidential filed
BRDR #54: detailed Financial approval chain of signature, GES Screen print of
before and after gas main locations and size instalied, asset removed detaited list,
Design & Alesrnative notes detailing options considered and reasons why rejected,
Cost summary details, Installed accounts, and project summary. Included was a
separate Google maps fearth review of site

8. 0557.34190074380

37600 | Ape & Condition | $322918 | 5/16/19 | Yes

Project Deseription: Replace plastic main installed in 1969 time frame due to age
and condition {following the criteria.of CEP)

Blue Ridge Comment: reviewed 7 worksheets associated with the cenfidential filed
BRDR#46: detailed Financial approval chain of signature, GIS Screen print of
before and after gas main locations and size installed, asset remaved detailed list,
Design & Alternative notes detailing options considered and reasons why rejected,
Cost summary details, Installed accounts, and project summary. Included wasa
separate Google mans/earth review of site

9. 055%.34190148244

37600 | Betterment [ $56,456 | 10/25/19 | Yes

Project Degcription: Install distribution main for new growth

Elue Ridge Comuaent: reviewed 7 workshests associated with the confidential filed
BRDR#54: detailed Financial approval chain of signature, GIS Screen print of
before and after gas main locations and size installed, asset removed detailed list,
Design & Alternative notes detailing options considered and reasons why rejected,
Cost summary details, Installed accounts, and project summary. Included wasa
separate Gooste maps/earth review of site

10. 0563.34180125756

38000 | Growth | $103259 | 1/17/19 | Yes

Project Descrintion: Install distribution main for new growth

Blue Ridge Comment: reviewed 7 worksheets associated with the confidential filed
BRDR#54: detailed Financial approval chain of signature, GIS Screen print of
before and after gas:main locations and size installed, asset removed detailed list,
Design & Alternative notes detailing oplions considered and reasons why rejected,
Cost suminary details, Installed acceunts, and project summary. Included wasa
separate Goople maps/earth review of sikte

11. 6565.34B08230032

38000 | Age & Coundition [ $1203419] Various | Yes

Project Description: Service Blanket

Blue Ridge Comment: as described in BRDR #46, services are done-undera
blanket with liimited project data available other than costs and quality replaced

12, 0565.34B11210032

38000 | Age & Condition | $1,007,198 { Various | Yes

Project Descripiion: Service Blanket

Blue Ridpe Comment: as described in BRDR #46, services are done undera
blanket with limited project data available other than costs and quality replaced

13. 0565.34B13250032

38000 | Age & Condition | $10595181 various | Yes

Project Description: Service Blanket

Blue Ridge Comment: as described in BRDR #46, services are done-undera
hlanket with imited project data available gther than costs and quality replaced

14. 0579.348B15310011

37820 | Age & Condition | $560260 | 12/1/19 | Yes

Blue Ridge Consulting Services, Inc.
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Work Order #

Activity In-Service
FERC Budget Class Cost Bate [Fsed and Useful

Pruject Descriplicsn: Mussures and Regufator Station for fann ap services

Blue Ridge Comment: as described in BRDR #46, this type of work was done
under a blanket with limited project data available other than costs and quality
replaced

15. 8579.34R17210011

37820 | Age & Condition | $1259464 | 12/1719 | Yes

Project Description: Measures and Regulator Station for over pressure safety
devices

Rlue Ridge Comment: as descrilred in BRDR #46, this type ef work was done
under 2 blanket with limited project data available other than costs and quality

replaced

16. 9579.34B08230011

37820 | Betterment [ $666897 | 2019 | Yes

Project Description: Repulater station work

Blue Ridge Camment: - reviewed 7 worksheets associated with the confidential
filed BRDR#46: detailed Financial approval chain of signature, GIS Screen print of
before and after, asset removed detailed list, Design & Alternative notes detailing
options considered and reasons why rejected, Cost swmmary delails, [nstalled
accounts, and project summnmary.

17, 1095.34196179751

37820 | Betterment | $2,294565 | 10;29,!19 [ Yes
Project Description: New regulator station -

Blue Ridge Comment: reviewed 7 worksheets associated with the ccnhdentlal tiled
BRDR#46: detailed Financial approval chain of signature, GIS Sereen print of
before and atter, asset remaved detailed Hst, Design & Alternative notes detailing
optiens considered and reasans why rejected, Cost summary details, Installed
accouls, and project summary.

18. 7609.34150106937

37820 | Berterment | $2545016 | 9/131/19 | Yes

Project Description: Measures and Regulator Station over pressute safety devices

Blue Ridge Comment: reviewed 7 worksheets associated with the confidential filed
BRDR#46: detailed Financiat approval chain of signature, GIS Screen print of
before and after, asset removed detailed list, Design & Alternative notes detailing
options considered and reasons why rejected, Cost summary details, Installed
accotints, and preject summary.

19, 8267.34120105814

37820 | Betterment P $1949,378 | 8/30/19 | Yes

Project Description: New regulator station

Blue Ridge Commaent: reviewed 7 worksheets assoclated with the confidential filed
BRDR#446: detailed Financial approval chain of signature, GIS Screen print of
before and after gas'main locations and size installed, asset removed detailed list,
Design & Alternative notes detailing options considered and reasons why rejected,
Cost summary derails, Installed accounts, and preject summary.

20. 8541.34140116964

37910 | Betterment | $4,699 | 6/16/16 | Yes

Project Description: New regulator station — end of project charges

Biue Ridge Comment: reviewed 7 worksheets associated with the confidential filed
BRDR#46: detailed Financlal approval chain of signature, GIS Sereen print of
before and after, asset removed detailed list, Design & Alternative riotes detailing
options considered and reasons why rejected, Cost summary detalls, Installed
accouuts, and project smmary.

21. 8841.34170088%62

37600 | Public Improvement | $3,184,823 { 3/27/19 | Yes

Proiect Description: Replace main due to Public mprovement project

Blue Ridge Comment: reviewed 7 worksheets assoclated with the contidential filed
BRDR#46: detailed Financial approval chain of signature, GIS Screen print of
before and after gas main locations and size installed, asset removed detailed list,
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Waerk Order #

Activity In-Service
FERC Budgetl Class Cost Date Used and Useful

Design & Alternalive nutes detailing options considered and reasons why rejected,
Cost summary details, Instalied accounts, and project summary. [ncluded was a
separate Google maps/sarth review of site

22. 9015,34160088553

37820 | Betterment | s4a41252 | 1i/8/18 | Yes

Project Description: New regulatar station

Blue Ridge Commeni: reviewed 7 worksheets associated with the confidential filed
BRDR#486: detailed Financial approval chain of signature, GIS Sereen print of
before and after, asset removed detailed list, Design & Alternative notes detailing
options considered and reasons why rejected, Cost summary detaits, Installed
accounts, and project summaty.

23. 9615.34170089085

37820 | Betterment [ $6248 ] 1/8/19 | Yes

Project Description: New regulator station

Blue Ridge Comment: reviewed 7 warlksheets associated with the confidential filed
BRDR#46: detailed Financial approval chain of signature, GIS Screen print of

‘hefore and after, asset remaoved detailed list, Design & Alternative notes detailing

options considered and reasons why rejected, Cost summary details, Installed
accounts, and project summary.

24, 9905.34170094515

37820 { Betterment | $3794769| 7/18/19 | Yes

Project Descripton: Reptace main

Blue Ridge Comment: reviewed 7 warksheets assoeiatetd with the confidential filed
BRIR#46: detailed Financial approval chain of signature, GIS Screen print of
before and after, asset removed detailed list, Design & Alternative notes detailing
options considered and reasons why rejected, Cost summary details, Installed
accounts, and project summary. Included was a separate Google maps/earth
review of site. As a follow up, Columbia alse updated the Financial approval list

.addressmg tn our satisfaction how the g oject was estimated

Blue Rldge had these conclusions from the ﬁeld inspections and desk!:op reviews:

The assets were operational (used and useful} and providing service to the customer.
The purposes of the projecis were reasonable,
The assets that were Installed were in accordance with the original scope of work, and no
assets were installed that were not in the original scope of work.

+ The equipment that was installed matched the equipment that was capitalized.

» Company personnel understeod the scope of work and were able to provide detailed answers
to questions about the work.

¢ Problems identified during the process of construction were identified and discussed.

» The projects were nof over built or “gold plated.”

Blue Ridge Consulting Services, Inc.
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APPENDIX A: INFORMATION REVIEWED

Blue Ridge reviewed the applicable testimony, workpapers, and Commission orders in Case Nos.
08-0072-GA-AIR, 11-5351-GA-UNC, 12-3221-GA-UNC, etal, 17-2202-GA-ALT, 19-0438-GA-RDR, and
20-45-GA-RDR.

The fallowing excerpts from the Commission Opinion aud Order and the Combined Stipulation
specifically related to the last Rate Case, PIS, and CEP relevant (o this audit are provided below.

Case No. 18-72-GA-AIR - Rate Case

On December 3, 2008, the Commission issued its Opinion and Order regarding Case No. 68-0072-
GA-AIR. The Order approved the following Stipulation Agreements with modifications:

» Stipulation Agreement filed on October 24, 2008 be approved

On page 6 of the Opinion and Order: As noted above, certain of the parties (stipulating parties)
entered into a stipulation that was filed on October 24, 2008. The only issues not resolved in
the stipulation are the rate design issues associated with the Small General Service Class, which
will be discussed...

On page 25 of the Opinion and Order: The stipulation resolves all outstanding issues except the
issues of rate design for the Small General Service Class. These issues were submitted to the
Commission for its consideration. The stipulating parties agreed to submit pre-filed, written
testimony on the issues and they waived the rights to cross-examine witnesses on the issues or
to file briefs.

Regarding the IRP

On page 8 of the Opinion and Order: Authorized to establish an Infrastructure Replacement
Program Rider (IRP} providing recovery for:

a) The future maintenance, repair and replacement of customer-owned service lines that
have been determined by Columbia to present an existing or probable hazard to persons
and property, and the systematic replacement, over a period of approximately three
years, of certain risers prone to failure if not properly assembied and installed. The
replacement of customer-owned service lines and prone-to-failure risers was previously
approved by the Commission in its opinion and order dated April 9, 2008, in Case No. G7-
478-GAUNG;

b) The replacement of cast iron, wrought iron, unprotected coated steel, and bare steel pipe
in Columbia's distribution system, as well as Columbia's replacement of company-owned
and customer-owned metallic service lines idenmtified by Columbia during the
replacement of all the above types of pipe (referred to as the Accelerated Mains
Replacement Program or AMRP); and

¢) ‘The installation, over approximately a five-year period, of Automatic Metér Reading
Devices ["AMRD") on all residential and commercial meters served by Columbia.

Rider IRP shall be calculated using a rate of 10.95 percent (which represents the stipulated rate
of return of 8.12 percent plus a tax gross-up factor of 2.84 percent}. The IRP shall be in effect
for the lesser of five years from the effective date of rates approved in this proceeding or until
new rates become effective as a result of Columbia’s filing of an application for an increase in
rates pursuantto Section 4909.18, Revised Code, or Columbia’s Bling of a proposal to establish

Blue Ridge Consulting Services, Inc.
68




Case No. 21-637-GA-ATR
Attachment MLT-16-5
Page 63 of 109

Case No. 20-49-GA-RDR
Audit of the CEP for the 2019 Annual Adjustment to the CEP Rider Rate
For Columbia Gas of Ohio, Inc.

base rates pursuant to an alternative method of regulation pursuant to Section 4929.05,
Revised Code.

Rider IRP shall provide for the recovery of the return of and on the plant investment, inclusive
of capitalized interest or post-in-setvice carrying costs charges, and depreciation expense and
property taxes. Rider IRP shall also reflect the actmal annual savings of operations and
maintenance expense as an offset to the costs that are otherwise eligible for recovery through
Rider [RP.

Within 30 days of the Commission order adopting the stipulation, Columbia shali docket its
initial Rider IRP prefiling notice. In years 2009 through 2012, Columbia shall docket its Rider
IRP prefiling notice by November 30 of each year, with updated information filed by the
following February 28. (The Commission directs Columbia to make such filings for Rider [RP,
and the filings for Rider DSM discussed below, in a single new case each year.) Each year's
prefiling notice will contain estimated schedules for the Rider IRP to become effective the
following May 1. Staff will conduct an investigation of each annual Columbia filing and parties
may file objections to the flings. If the staff determines that Columbia's application to increase
Rider IRP is unjust or unreasonable, or if any other party files an objection that is not resolved
by Columbia, an expedited hearing process will be established to allow the parties te present
evidence to the Commission for final resolution.

The Rider IRP rate that becomes effective May 1, 2009, for the Small General Service Class shall
notexceed $1.10 per customer per month. The stipulating parties agreed to caps of $2.20, §3.20,
$4.20, and $5.20 per customer per month for the subsequent four years. If during any year of
the first four years of the five-year duratian of Rider IRP Columbia's IRP costs would result in
a Rider IRP rate that exceeds the Rider IRP caps described above, Columbia may defer on its
books any costs that it is unable to recover through Rider IRP because the Rider IRP rate would
otherwise exceed the specified cap. Such costs shall be-deferred with carrying charges at an
annual rate of 5.27 percent, representing Columbia's long-term debt rate. Columbia may
include such deferred costs in any subsequent Rider IRP application during the five-year
duration of Rider IRP as specified herein, and recover the deferred costs as Iong as the inclusion
of the deferred costs does not cause Columbia to exceed the Rider IRP cap in the subsequent
year in which the deferred costs are included in the Rider IRP adjustment filing, Any deferrals
remaining at the end of the five-year period shall not be recoverable by Columbia.

Regarding Depreciation

On page 11 of the Opinion and Order: The depreciation accrual rates proposed by Columbia, as
modified in the staff report, should be approved.

On page 17 of the joint Stipulation Agreement: The depreciation accrual rates proposed by
Columbia, as modified in the Staff Report, are reasonable and Columbia should be authorized
to revise its depreciation accrual rates as proposed in its Application:

On page 4 of Staff's Report: The Applicant’s current accrual rates were prescribed by this
Commission in Case No. 05-114-GA-AAM. In Case No. 08-75-GA-AAM, the Applicant filed a
depreciation study prepared by its consultant, Gannett Fleming Valuation and Rate
Congsultants, Inc. The Applicant’s accrual rates for most gas plant accounts were developed
using the straight-line average service life method of depreciation. For certain General Plant
gas accounts, the annual depreciation amounts were based on amortization accounting.

Blue Ridge Consulting Services, Inc.
69




Case No. 21-637-CGA-AIR
Attachment MLT-16-5
Page 70 of 109

Case No. 20-49-GA-RDR
Audit of the CEP for the 2019 Annual Adjustment to the CEP Rider Rate
For Columbia Gas of Ghio, Inc.

The Staff conducted a review of the depreciation study provided by the Applicant. The Staff
finds itself in general agreement with the service life projected retirement dispersion and net
salvage parameters proposed in Applicant's study. However, the Staff noted small differences
in some accounts between the accrual rates proposed by the Applicant and those that the Staff
calculated hased on the parameters proposed.

The Staff recommended accrual rates are shown ont Schedule B-3.2a. The Staff recommends
that the Applicant be ordered to use the accrual rates shown on Schedule B-3.2a for book
depreciation purposes, effective concurrently with customer rates resulting from this
proceeding.

The Staff has long maintained thal accrual rates should be thoroughly reviewed at least every
three to five years. The Stalf therefore recommends that in five years Applicant submit a
depreciation study for all gas plant accounts.

The Staff's calculation of depraciation expense based on the adjusted jurisdictional plant in
service balances at date cerfain and the accrual rates discussed above, is shown on Schedule B-
3.2.

On Schedule B.2a of Staff’s Report:

Lompany Staff
Proposed Proposed
Accrual Rate | Accrual Rate

FERC-Deseription % %
Distribution Plant
374 Land and Land Rights
375.34 Structures & nprovements - Meas. & Reg, 2.73 2.73
375.56 Structures & Improvements - Indust. Meas. & Reg. 3.85 3.75
375.7 Structures & Improvemenis - Jther Dist. Sys. 1.33 2.51
375.7 Structures & Improvementts - Qther Dist. Sys. Other Smalt 4.05 405

Compaosite Account 375.7 2.71
375.8 Structures & Improvements - Convmunications Structures 2.00 ) 2.00
376 Mains 1.91 1.86
378 Meas. & Reg. Station Equipment - General 1.14 3.19
379 Meas, & Reg. Station Equipment - City Gate 3.55 3.44
380 Sen/ices 3.00 3.20
381 Meters 239 2.28
381.1 Automated Meter Reading Devices 6.67 6.67
382 Meter Installations 2.00 2.19
383 House Regulators 3.57 3.57
384 House Regulator Installations 3.67 3.57
385 Industrial Meas. & Reg, Sta. Equipment 3.67 3.67
387 Other Eguipment - General 6.18 5.83
3874 Other Equipment - Customer Information Services 5.00 4,55
General Plant:
391.4 Dffice Furniture & Equipment 5.00 5.00
391.5 Office Furniture & Equipment - Info. Sys. 20.00 20,04
392 Transportation Equipment 6.67 6.67
393 Stores Equipment 3.33 3.33
394 Tools, Shop & Garage Equipment 400 | 4,00
394.11 CNG Eguipment 16.00 10.00
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FERC-Description

Company
Proposed
Accrual Rate
Y%

Staff
Proposed
Accrual Rate
%

395 Laboratory Ecuipment 5.00 5.00
396 Power Operated Equipment 5.83 5.83
393 Miscellaneous Equipment 5.00 5.00

Regarding Plant

On page 25 of the Opinion and Order: The value of all of the company's property used and useful
in rendering service to its customers affected by this application as of December 31, 2007,
determined in accordance with Section 4909.15, Revised Code, is not fess than $1,028,445,000

{NOTE: Total Rate Base].

Ou page 6 of the Joint Stipulation Agreement: The value of all of Columbia's property used and
nseful for the rendition of service to its customers, determined in accordance with Sections
4909.05 and 4905.15, Revised Code, as of the approved date certain of December 31, 2007, is
$1,028,445,000 as shown on Stipulation Exhibit 1 [NOTE: Total Rate Base].

On page 3 of Staff's Report: As a result of Blue Ridge's investigation and the Staff review of the
application, the Staff recommends certain adjustments be made to the Applicant’s date certain
plant investment for ratemaking purposes. These adjustments are identified below,
summarized on Schedule B-2.2, and are reflected in the calculation of jurisdictional plant in
service figures on Schedule B-2.1. Elimination of Plant Sold: The Staff and the Applicant
adjnsted several plant-in-service accounts to remove the cost of plant sold after the date certain
and therefore is no langer in service. The Staff's adjustment is shown on Schedule B-2.2a.

On pages 49- 62 of Staff's Report are the Schedule B (Rate Base Schedules)

On page 49 of Staff‘s Report, Staff recommends the following plant in service balances on Schedule
B-1. The balances include Elimination of Plant Soid after date certain identified in Blue Ridge's

investigation:

Major Property Groups Applicant Staff
Plant in Service 1,834,480 1,834,480
Depreciation Reserve (672,347} {672,347}
Net Plant in Service 1,162,133 1,162,133
CWIP 0 0
Working Capital 200,550 200,669
Other Rate Base ltems {233,041} (341,015}
Rate Base 1,129,642 1,041,787

On page 50 of Staff's Report, Stalf recommends the following plant in service balances on Schedule
B-2:

Major Property Groups Applicant Staff
Intangible Plant 21,899,926 21,899,927
Distribution Plant 1,769,856,700 1,76%,856,699
General 42,723,859 42,723,859
Total Plant in Service 1,834,480,4485 1,834,480,485
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Regarding Property Taxes

On page 9 of Staff's Report: Taxes other than income taxes were adjusted to reflect the proper base
and latest known tax rates. For example, property taxes were computed by applying the latest
known average tax rate to the date certain property valuation. Chio Excise taxes were
calculated to reflect taxes based on adjusted test year revenues. FICA, FUTA and SUTA taxes
were calculated based on test year adjusted payroll. Moreover, the Applicant currently recovers
a portion of Ohio Excise tax through a tax rider. The Applicant proposed that the entire Ohio
Excise tax be recovered through the tax rider. Schedule C-3.17 provides a summary of the
calculated taxes and the resultant adjustment of those taxes. The supporting calculations are
detatled on Schedules €-3.17a through C-3.17h.

On page 33 of Staff's Report: [RP: Staff recommends Columbia also be authorized to record as a
regulatory asset, the related depreciation and incremental property taxes on all investments
for which it is seeking recovery through Rider [RP between the date the property is placed into
service and the date recovery of the investment commences, Columbia should also be
permitted to accrue Post-in-Service Carrying Costs (PISCC) on all investment between the date
the property is placed into service and the date recovery of the investment commences. The
PISCC rate should be determined annually based on Columbia's weighted cost of debt and
should not be compounded.

Regarding Rate of Return

On page 25 of the Opinion and Order: Findings of Fact: {14) The current net operating income for
the 12-month period ending September 30, 2008, is $54,322,000. The net annual compensation
of $54,322,000 realized by the applicant represents a rate of return of 5.28 percent. The
stipulating parties have recommended a rate of return of 8.12 percent. (15) Applying a rate of
return of 8.12 percent to the rate base of $1,028,445,000 will result in an annual dollar return
of $83,510,000. Under the stipulation, the parties agreed that the adjusted test year operating
income was $54,322,000. This results in an income deficiency of $29,188,000, which, when
adjusted for uncollectibles and taxes, results in a revenue increase of $47,143,000.

On page 26 of the Opinion and Order: Conclusions of Law: A rate of return of 8.12 percent is fair
and reasonable under the circumstances of this case and is sufficient to provide the applicant
just compensation and return on its property used and useful in the provision of service to its
customers.

On page 7 of the Joint Stipulation Agreement: Columbia is entitled to an overall rate of return of
8.12% and based on the information contained in the record of this proceeding the Parties
agree that annual revenues specified above shall provide Columbia with an opportunity to earn
an overall return of 8.12%. The Parties agree that the corresponding return on eduity is
10.39%. In agreeing upon this return on equity, the parties took into consideration the fact that
investors may perceive Columbia to be less risky hecause of the alternative regulation
provisions agreed to by the Parties and because of the levelized rate design proposed by
Columbia. Accordingly, the Parties reduced Columbia's return on equity by 25 basis points in
order to reflect this reduced risk perception.

On August 29, 2012, the Commission issued its Findings and Order regarding Case No. 11-5351-
GA-UNC. The Order approved the following:
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On page 1 of the Findings and Order: On October 3, 2011, Columbia filed an application for
authority to implement a capital expenditure program (CEP} for the period of October 1, 2011,
through December 31, 2012, pursaant to Sections 4909.18 and 4929.111, Revised Code.
Additionally, Columbia seeks approval to modify its accounting procedures to provide for
capitalization of post-in-service carrying costs {(PISCC} on those assets of the CEP that are
placed into service but not reflected in rates as plant in service, as well as deferral of
depreciation expense and property taxes directly attributable to those assets of the CEP that
are placed into service but not reflected in rates as plant in service. According to the application,
a cumulative investment of $76 million is projected for Columbia's CEP. Columbia states that it
is not requesting cost recovery as part of this application and that recovery of any approved
deferrals will be requested in a separate proceeding. Columbia submits that approval of the
application will not result in an increase in any rate or charge, and, therefore, the application
should be considered as an application not for an inerease in rates under Section 4909.18,
Revised Code.

On page 11 through 13 of the Findings and Order: Section 4929.111(4), Revised Code, provides
thata natural gas company may file an application with the Commission under Section 4909.18,
4929.05, or 4929.11, Revised Code, to implement a CEP for any of the following: {a} Any
infrastructure expansion, infrastructure Improveinent, or infrastructuré replacement
program; (b} Any program to install, upgrade, or replace information technology systems; (c}
Any program reasonably necessary to comply with any rules, regulations, or orders of the
Commission or other governmental entity having jurisdiction.

Section 4929.111(C), Revised Code, requires the Commission to approve the application, if the

Commission finds that the CEP is consistent with the natural gas company's obligation under

Section 4905.22, Revised Code, to furnish necessary and adequate services and facilities, which
_ the Commission finds te be just and reasonable.

Upen review of Columbia's application and the _comments ﬁled by the parties; the Commission
finds that the application should be approved, with the following modifications and
clarifications: ’

(a) Columbia should calculate the total monthly deferral, PISCC, depreciation expense,
property tax expense, and incremental revenue hy using the specific formulas set forth in
Staff's sur-reply comments.

{b) Columbia should offset the monthly regulatory asset amount charged to the CEP by those
revenues generated from the assets included in the CEP for SFV customers, non-SFV
customers, and any other revenue sources directly attributable to CEP investments.

(¢) Columbia should maintain sufficient records to enable Staff to verify that all revenue
generated from CEP investments is accurately excluded from the total monthiy deferral.

{d) Columbia should calculate the PISCC on assets placed in service under the CEP as
recommended hy Staff, such that the PISCC are determined by taking the previous month's
ending gross plant balance (utilizing the one-month lag method), less associated depreciation
and retirements, and multiplying it by the Company’s monthily long-term cost of debt rate.

(e) Columbia should calculate the depreciation and property tax deferrals for the CEP in a
manner consistent with Staff' s recommendations.

{f} Columbia should docket an annual infermational filing by April 30 of each year that details
the monthly CEP investments and the calculations used to determine the associated deferrals,
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as recommended by Staff. The annual informational filings should include all calculations
used to determine the monthily deferred amounts, including a breakdown of investments {by
budget class}, PISCC, depreciation expense, property tax expense, and all incremental
revenue, as well as a capital budget for the upcoming year. The annual informational filings
should also include an estimation of the effect that the proposed deferrals would have on
customer bills, if they were to be included in rates.

(g) Columbhia may accrue CEP deferrals up until the point where the accrued deferrals if
included in rates, would cause the rates charged to the S5GS class of customers to increase by
more than $1.50/month. Accruat of all future CEP-related deferrals should cease once the
$1.50 /month threshold is surpassed, until such time as Columbia files to recover the existing
acerved deferrals and establish a recovery mechanism under Section 4909.18, 4929.05, or
492911, Revised Code.

The Commission finds no merit in the arguments of 0CC and OPAE that Columbia's application
fails to provide a sufficient description of the proposed CEP or its total cost. The Commission
finds that Columbia's application includes the necessary information reguired by Section
4929,111, Revised Code, regarding the types and amounts of the expenditures included in the
CEP such that the Company has demonstrated that the CEP is consistent with the Company's
obligation under Section 4905.22, Revised Code, to furnish necessary and adequate services
and facilities, which the Commission finds to be just and reasonable. The Commission
emphasizes, however, that Columbia has not requested, nor is the Commission granting, cost
recovery for any CEP-related items. The Commission will consider the prudence and
reasonableness of the magnitude of Columbia's CEP-related regulatory assets and associated
capital spending in any future proceedings seeking cost recovery and the Company will be
expected to provide, at that time, detailed information regarding the expenditures for our
review. Additionally, the Cominission finds that our approval of Columbia’s application, as
medified herein, will not resultin an increase in any rate or charge. Accordingly, the application
should be considered as an application not for an increase in rates under Section 4909.18,
Revised Code.

With the above modifications and clarifications, the Commission finds Columbia's proposed
CEP, as modified herein, to be hoth reasonable and consistent with Section 4929.111, Revised
Code. Accordingly, Columbia is authorized, pursuant to Sections 4909.18 and 4929.111,
Revised Code, to implement the CEP and modify its accounting procedures as necessary to
carry out the implementation of the CEP for the period of October 1, 2011, through December
31, 2012, consistent with this finding and order.

On page 1 through 9 of the Application for CEF: Pursuant to Rev. Code §§ 4909.18 and 4929.111,
Columbia Gas of Ohio, Inc. ("Columbia"} files this Application with the Public Utilities
Commission of Ohio, {"Commission") for autherity to implementa capital expenditure program
and to modify its accounting procedures to provide for: {1) capitalization of post-in-service
carrying costs on those assets of the capital expenditure program that are placed into service,
but not reflected in rates as plant in service; and, {2) deferral of depreciation expense and
property taxes directly attributable to those assets of the capital expenditure program that are
placed into service, but not reflected in rates as plant in service. In support of its Application,
Columbia states:

1. Columbia is a natural gas company within the meaning of Rev. Code § 4905.03(A)(6), and
as such, is a public utility subject to the jurisdiction of the Commission.
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Columbia is propesing to implement a capital expenditure program for the period
October 1, 2011 through December 31, 2012. During this period Columbia estimates its
capital expenditure program will include a cumulative investment level of seventy-six
million dolars that qualifies for the accounting treatment under Rev. Code §4929.111(A).
Pursuant to Rev Code § 4929.111(B) Columbia includes as Aitachment A kereto its
estimated total cost of the capital expenditure program covered by this application. The
amounts shown on Attachment A will be eligible for the accounting treatment described
more fully hereinafter. The actual expenditures will vary by category. The total amount
expended will also vary from year to year due to Columbia's management of its capital
expenditures budget in the aggregate, rather than by individual categories, and due to the
development of Columbia's capital expenditure budget based upon cash payments
(Account 107} rather than the date plant becomes used and useful and transferred to
plant in service (Account 101, Gas Plant In Service). This timing difference between the
date cash payments are made and the date plant is placed into service wifl result in the
total capital budgef estimates detailed on Attachment A being different in a given year
with a corresponding increase or decrease in the actual expenditures eligible for
accounting treatment under Rev Code § 4929.111(RB).
Columbia’s capital allocation policy governs the allocation of capital, including the
identification and prioritization of capital projects. The annual capital budget allocation
approved by the NiSource Board of Directors is consistent with Columbia's obligations to
furnish necessary and adequate services and facilities under Rev. Code § 4905.22. The
following components are included in Columbia’s capital expenditure program:
Replacement/Public_{mprovement/Betterment - Replacement of facilities for
any of the following reasons: {1} physical deterioration; {2} meeting the
requirements of governmental authorities related to street and highway
construction; (3} accommodating existing customer requests for facility
relocation; and, ‘(4] improving system operating conditions and ensuring
adequate distribution system capacity and/or system reliability. This
Replacement/Betterment category may include, but is not limited to, costs
related to installation of and/or improvements to mains and service lines, wells,
well and field lines, gathering lines, base gas, compressor stations, purification
equipment, measuring and regulation stations, district regulator stations, excess
pressure measuring stations, meters, meter sets, AMR devices. house regulators,
and any associated buildings, land or land rights,

b. Acquisitions - Costs related to purchase of gas transmission, distribution, or
storage facilities. This category may include, but is not limited to, costs associated
with the purchase of mains and service lines, wells, well and field lines, gathering
lines, base gas, compressor stations, purification equipment, measuring and
regillation stations, district regulator stations, excess pressure measuring
stations, meters, meter sets, AMR devices, house regulators, and any associated
buildings, land or land rights.

¢. Growth - Facilities required to provide service to new customers or to provide
increased load capacity to existing customers. This category may include, but is
not limited to, costs associated with the installation of and/or improvement to
mains and services (including service line installations to new customers served
by existing mains), district regulator stations, excess pressure measuring
stations, meters, meter sets, AMR devices, house regulators, and any associated
land or land rights.
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d. Support Services - Capital expenditures that are not directly related to gas
facilities fall into this category which may include, but Is net Emited to, costs
associated with the purchase of and/or improvements to buildings and structures
{including associated land and land rights), environmental remediation at
company swned facilities, office furniture and equipment, motorized equipment
and trailers, power operated equipment, and other niscelfaneous equipment.

e. [nforppation Technology - Capital expenditures related to technology and
communications infrastructure. This category may include, but is not limited to,
costs associated with purchase and installation of conymunications equipment
(including associated buildings, land or land rights}, data processing equipment,
data processing software, and software licenses.

f.  Digtribution Intesrity Managemen mplementation - Capital expenditures
identified as necessary to implement a Distribution Integrity Management Plan
process that may fall into any or all of the categories described above.

In all of the categories described above the costs include {where applicable)} Supervisory,
Engineering, General, and Administrative overheads, and Allowance for Funds Used
During Construction, and are net of any contributions, deposits, or other aid to
construction. None of the capital expenditures in the categories described above include
costs targeted for inclusion in Columbia's Infrastructure Replacement Program or
CHOICE/SS0 Reconciliation Rider.

Columbia adheres to the FERC Unified System of Accounts prescribed for Natural Gas
Companies and Generally Accepted Accounting Principles when accounting for the actual
cost of capital projects, Pursuant to the FERC Unified System of Accounts, all amounts
inctuded are just and reasonable. Projects that are deemed "used and useful” in serving
the needs of Columbia's customers are reporled as in-service. Detailed gas plant
accounting records are maintained to permit identification, analysis and verification of
capitalized costs.

This Application will not result in an increase in any rate, joint rate, tol], classification,
charge or rental. Therefore, this Application is an application not for an increase in rates
under Rev. Code § 4209.18.

Rev. Code § 4929.111(A) authorizes a natural gas company to request approval of a
capital expenditure program under Revised Code sections 4909.18, 4929.05 or 4929.11
to implement a capital expenditure program for any of the following:

a. Any infrastructure expansion, infrastructure improvement, or infrastructure
replacement program;

b. Any program to install, upgrade, or replace information technology systems;

¢. Any program reasonably necessary to comply with any rules, regulations, or
orders of the commission or other governmental entity having jurisdiction.

Rev. Code § 4929.111(C) provides for the Commission’s approval of a capital expenditure
program if the Commission finds the natural gas company's capital expenditure program
is consistent with the company's obligations to furnish necessary and adequate services
and facilities under section Rev. Code § 4905.22.

Pursuant to Rev. Code § 4929.111(D} the Commission shall authorize a natural gas
company to defer or recover in an application filed under Rev Code § 4929.111 the
following:

a. Aregulatory asset for post-in-service carrying costs on that portion of the capital
expenditure program assets that are placed in service but not reflected in rates as
plant in service;
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b. A regulatory asset for the incremental depreciation on that portion of the assets
of the capital expenditure program that are placed in service but not reflected in
rates as plant in service; and,

¢. Arecgulatory asset for the incremental property taxes directly attributable to the
assets of the capital expenditure program that are placed in service but not
reflected in rates as plant in service.

11. Rev. Code § 4929.111{F} authorizes a natural gas company te make any accounting
accruals, necessary to establish the regulatory assets authorized under Rev. Code §
4929.111{D), in addition toc any allowance for funds used during construction. Pursuant
to Rev. Code § 4929.111{G) any accrual or deferral for recovery shall be calculated in
accordance with the system of accounts established by the Commission under Rev. Code
§ 4905.13.

12. Revised Code § 4905.13 authorizes the Commission to establish systems of accounts to
be kept by public utilities and to prescribe the manner in which these accounts shall be

. kept. In Chapter 4901:1-13-01, Ohio Administrative Code the Commission has adopted
the Uniform System of Accounts ("USOA") for gas utilities established by the Federal
Energy Regulatory Commission ("FERC") for use in Ohio. For Ohio regulatory purposes,
the system of accounts is only applicable to the extent that it has been adopted by the
Commission, Therefore the Commission may meodify the USOA prescribed by FERC as it
applies to utilities within the state of Ohjo.

13, Pursuant to Rev. Code § 4929.111 {A-F} Columbia hereby requests approval of its capital
expenditure pragram, and requests accounting authority to capitalize related carrying
costs and defer related depreciation and property tax expense: Specifically, Columbia
requests it be permitted to revise its accounting procedures {o provide for the following
with respect to its capital expenditure program:

& Authority to record as a regulatory asset all post-in-service carrying costs in
Account 101, Gas Plant in Service, Past-In-Service Carrying Costs ("PISCC™), PISCC
accounking freatment shail commence when the assets of the capital expenditure
program are placed into service and shall cease when rates reflecting the costs of
those assets become effective. All PISCC shall be caleulated, for every investment
in the capital expenditure program, based on Coluinbia’s cost of longterm debt.

b. Authority to record as aregulatory asset depreciation expense and property taxes
ou all investment in Columbia's eapital expenditure program between the time
assets are placed in service, but not reflected in rates as plant in service, This
deferred accounting shall cease when rates reflecting the deferred depreciation
expenses and property taxes become effective. Deferred depreciation expense
and property taxes will be reflected in a sub-account of Account 182, Other
Regilatory Assets, and be calculated as follows.

i. Deferred property taxes shall be calculated, for every investment in the
capital expenditure program, at Columbia's estimated composite
property tax rate and deferred in a special subaccount of Account 182-
Other Regulatory Assets-Deferred Taxes.

ii. Deferred depreciation expense shall be calculated, for every investment
in the capital expenditure program, at the applicable Commission-
approved depreciation rates and recorded in a special subaccount of
Account 182-0ther Regulatory Assets-Deferred Depreciation

14. The PISCC accounting treatment requested in this Application is not a matter of first
impression for the Commission. The requested accounting treatment is consistent with
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that previously set forth in the Fourth Amendment to Joint Stipulation and
Recommendation in Case No. 94 -987-GA-AIR et al. In that stipulation PISCC treatment
was established for all investments placed into service between the dates November 1,
2004 through December 31, 2008. Said stipulation was approved by the Commission in
an Entry dated March 11, 2004, and an in Entry on Rehearing dated May 5, 2004. In
addition, Columbia had previously received approval to capitalize PISCC on all
investments otherwise eligible for an "Allowance for Funds Used During Construction”
with in service dates between December 31, 1990 and December 3, 1993 in Case No,. 91-
195-GAAIR et al. pursuant to the Commission’s Opinion and Order in that case issued
November 27,1991,

15. In this Application Columbia is requesting only the accounting authority deseribed above.
Columbia is not requesting recovery of any of the deferred amounts as part of this
Apnplication. Recovery of any amounts deferred pursuant to approval of this Application
will be addressed in a separate proceeding. The requested approval of the capital
expenditure program and change in accounting procedure does not result in any increase
in rate or charge, and the Commission can therefore approve this application witheuta
hearing.

On April 26, 2013, the Company provided one annudl report with the required information
pertaining to CEP/PISCC for the previous year, 2013-2017 annual information is provided in a
separate docket {see helow),

On October 9, 2013, the Commission issued its Findings and Order regarding Case No. 12-3221-
GA-UNC. The Order approved the fellowing:

On page 1 through 6 of the Findings and Order:

(2} On August 29, 2012, in Case No. 11-5351-GA-UNC, et al. (11-5351), the Commission
modified and approved Columbia's application for authority to implement a capital
expenditure program [CEP)} for the period of October 1, 2011, through December 31, 2012,
pursuant to Sections 490918 and 4929.111, Revised Code. The Commission approved
Columbia’s request to modify its accounting procedures to provide for capitalization of post-
in-service carrying costs on those assets of the CEP that are placed into service, but not
reflected in rates as plant in service, as well as deferral of depreciation expense and property
taxes directly attributable to those assets of the CEP that are placed into service, but not
reflected in rates as plant in service, The Commission authorized Columbia to accrue CEP-
related deferrals only up until the point where the accrued deferrals, if included in rates, would
cause the rates charged to the Small General Service (SGS) class of customers to increase by
more than $1.50 per month (deferral cap}. At that point, accrual of all future CEP-related
deferrals is required to cease, until such time as Columbia files to recover the existing accrued
deferrals and establish a recovery mechanism under Section 4909.18, 4929.05, or 4929.11,
Revised Code. The Commission also required Columbia to docket an annual informational filing
by April 30 of each year that details, inter alia, the monthly CEP investments and the
calculations used to determine the associated deferrals. (CEP Order at 11-13.}

(3) On December 24, 2012, Columbia filed an application, pursuant to Sections 4909.18 and
4929,111, Revised Code, seeking authority to continue its CEP, including deferral of the related
carrying costs, depreciation expense, and property tax expense, in 2013 and succeeding years,
up unt] the point where the accrued deferrals, if included in rates, would cause the rates
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charged to the SGS class of customers to increase by more than $1.50 per month. Columbia
proposes to compute and defer the cost of its CEP-related investments in accordance with the
CEP Order. According to the application, a cumulative investment of $72 million is projected
for Columbia’s CEP during the period from fanuary 1, 2013, through December 31, 2013.
Columbia states that it is not requesting cost recovery as part of this application and that
recovery of any approved deferrals will he requested in a separate proceeding. Columbia
subtnits that approval of the application will not result in an increase in any rate or charge, and,
therefore, the application should be considered as an application not for an increase in rates
under Section 4909,18, Revised Code.

(4) Additionally, Columbia states that it will include in its future annual informational filings all
of the information required by the Commission in the CEP Order, including the Company's
projected capital expenditures budget for the current and following calendar year. Columbia
proposes that the projected CEP investments in the annual informational filing be the
maximum allowable level of invesiment eligible for deferral in accovdance with Section
4929,111(B), Revised Code. Columbia asserts that the accounting treatment requested in its
application is consistent with Staff's recommendations, as approved by the Commission, in 11-
5351.

(5) On April 26, 2013, Celumbia docketed its annual informational filing in 11-5351 {2313
filing).

(6) By entry issued in the ahove-captioned cases on June 11, 2013, a comment period was
established in order to assist the Commission in its review of Columbia’s application. Pursuant
to the entry, initial and reply comments were due to be filed by July 11, 2013, and july 25,2013,
respectively.

(7} In accordance with the established procedural schedule, comments were ﬁled by Staff on
July 11, 2013. No other comments were filed in these proceedmgs

(8) In its comments. Siaff emphasizes that, because Columbia seeks approval to continue the
CEP and the associated deferrals until the deferral cap is reached, no further applications will
be forthcoming from the Company until that point is reached. As Columbia's annual
informational filings would stand in place of future applications, Staff explains that it reviewed
and considered both the application filed in the present cases and the 2013 filing in 11-5351,
in the course of developing Staff's comments and recommendations. Staff finds that Columbia's
application and the 2013 filing comply with the CEP Order and, accordingly, recommends that
the Company's application be approved, subject to Staff's further recommendations.

(9) Specifically, Staff recommends that the Commission establish a process to permit
intervening parties and Staff to object to continued authority for Columbia’s CEP and related
deferrals through a review of the Company's annual informational filings. Staff states that,
under Columbia's proposal to continue the CEP and associated deferrals until the deferral cap
is reached, there is no provision for intervening parties or Staff to object to any of the
information provided by the Company in its annual informational filings. Staff proposeés a 30-
day automatic approval process that would require Staff and any intervening party to file
objections to the information, or lack thereof, contained in Columbia's annual informational
filings. Staff notes that, if there are no objections filed within 30 days of the date on which
Columbia’s annual informational filing is docketed, the Company’'s CEP and ongoing deferral
authority wonld be deemed approved. Staff further notes that, if Staff or any intervening party
files objections within 30 days, an attorney examiner appointed by the Commission should
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issue an entry soliciting comments on the matters raised in the objections. Staff asserts that its
proposal would provide for the efficient process that Columbia seeks, while allowing Staff and
interested parties the opportunity to review the Company's annual informational filings, which
was contemplated with the Commission's adoption of the annual informational filing
requirementin 11-5351.

(10) Additionally, Staff recommends that the Commission clearly state that approval of
Columbia's CEP and the associated deferrals does not guarantee recovery of CEP expenditures
or deferrals. Staff advises the Commissiot: to make clear that only deferral authoriiy is
approved in these cases and that Columbia’s eligibility for recovery of the deferred amounts,
including, but not limited to, issues such as prudence, proper computation, proper recording,
and reasonableness, will be considered when the Company applies to recover the authorized
deferrals.

(11) Section 4929.111(A), Revised Code, provides that a natural gas company may file an
application with the Commission under Section 4909.18, 4929.05, or 4929.11, Revised Code, to
implement a CEP for any of the following:

a. Any infrastructure expansion, infrastructure improvement, or infrastructure
replacement program;

b. Any program to install, upgrade, or replace information technology systems;

t. Any program reasonably necessary to comply with any rules, regulations, or orders of
the Commission or ather governmental entity having jurisdiction.

Section 4929.111{C), Revised Code, requires the Commission to approve the application, if the
Commission finds that the CEP is consistent with the natural gas company's vbligation under
Section 4905.22, Revised Code, to furnish necessary and adequate services and facilities, which
the Commission ﬁnds to be ]ust and reasonable.

(12) Upon review of Columbia's application and Staff's unopposed comments the Commission
finds that the Company has demonstrated that the CEP is consistent with its obligation under
Section 4905.22, Revised Code, to furnish necessary and adequate services and facilities, which
the Commission finds to be just and reasonable, Further, the Commission finds that Columbia’s
application will not result in an increase in any rate or charge. Accordingly, the application
should be considered as an application not for an increase in rates under Section 4909.18,
Hevised Code.

{13) With the modifications and clarifications set forth below, the Commission finds Columbia's
proposed CEP, as modified herein, to be both reasonable and consistent with Section 4929.111,
Revised Code. Accordingly, Columbia is authorized, pursuant to Sections 4909.18 and
4929.111, Revised Code, to implement the CEP and modify its accounting procedures as
necessary to carry out the implementation of the CEP, consistent with this finding and order
and the CEP Order, in 2013 and succeeding years, up until the peint where the accrued
deferrals, if included in rates, would cause the rates charged to the SGS class of customers to
increase by more than $1.50 per month.

(14) While the Commission approves Columbia's application for 2013 and succeeding years,
we agree with Staff that a process should be adopted to allow interested persans and Staff to
comment on the information provided by the Company in its annual informational filings due
on April 30 of each year (CEP Order at 12). Therefore, the Commission directs that any
comments and reply comments should be filed within 30 days and 40 days, respectively, of the
date of Columbia’s annual informational filing. After receipt of each annual informational filing
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and review of any comments submitted, the Commission will defermine whether there should
be further review of Columbia’s approved deferral authority at that time. If the Commission
finds such further review to be necessary, within 60 days after the filing of each annual
informational filing, an appropriate procedure for the review will be established. f such a
review is initiated, Columbia may continue to accrue appropriate deferrals, unless and until the
Commission orders otherwise. The Commission notes that Columbia’s annual informational
filings, as well as any commenis and reply comments, should be filed in the above-captioned
cases. With these modifications, we find that Columbia’s application shouid be approved,
subject to our review of the Company's annual informational filings and any comments or reply
comments filed in response.

(15} Additionally, the Commission emphasizes that, consistent with Columbia’s application, we
approve the Company’s request for deferral authority, but do not authorize recovery of the
deferred amounts at this time. The question of recovery of the deferred amounts, including, but
not limited to, issues such as prudence, proper computation, proper recording, and
reasonableness, will be considered when Columbia files an application te recover the deferred
amounts. As we stated in the CEP Order, the Commission has not granted cost recovery for any
CEP-related iterns, and the prudence and reasonableness of the magnitude of Columbia's CEP-
related regilatory assets and associated capital spending will be considered by the Commission
in any future proceedings seeking cost recovery, at which time the Company will be expected
to provide detailed information regarding the expenditures for our review {CEP Order at 13).

On page 1 through 7 of the Application: [n Case Numbers 11-5351-GA-UNC and 11-5352-GA-AAM
Columbia Gas of Ghio, Inc ("Columbia”} sought approval of a capital expenditure program
{"CEP"} and related accounting authority for part of 2011 and calendar year 2012. The
Commission approved Columhia’s application, with modifications, by Finding and Order dated
August 29, 2012, Pursuant to Rev. Code 4909.18 and 4929.111, Columbia files this Application
with the Public Utilities Commission of Ghio, (“Commission”] for authority to continue its
capital expenditure program in 2013 and succeeding years, and for authority to defer related
PISCC, depreciation expense and property taxes on those assets of the capital expenditure
program that are placed into service, but not reflected in rates as plant in service. ln support of
its Application, Columbia states:

2) Columbia is a natural gas company within the meaning of Rev. Code 4905.03{A}{6), and as
such, is a public utility subject to the jurisdiction of the Commission

3) InCase Nos. 11-5351-GA-UNC et al. the Commission authorized Columbia to implement its
capital expenditure progratn and modify accounting procedures as necessary to carry out
the implementation of the capital expenditure program for the period of October 1, 2011,
through December 31, 2012. The Finding and Order reguires Columbia to make annual
informational filings on April 30 of each year. The annual filing must detail the monthly CEP
investments and the calculations used to determine the associated deferrals. The annual
informational filings must include all calculations used to determirne the monthly deferred
amounts, including a breakdown of investments (by budget class), post-in service carrying
charges (“PISCC"), depreciation expense, property tax expense, and afl incremental
revenue, as well as a capital budget for the up-coming year. The annual informational filings
should also include all estimation of the effect that the proposed deferrals would have on
customer billing, if they were to be included in rates. The Finding and Order further
provides that Columbia may accrue CEP deferrals up until the point where the accrued
deferrals, if included in rates, would cause the rates charged to the SGS class of customers
to increase by more than $1.50 /month. Accrual of all future CEP-related deferrals will cease
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once the $1.58/month threshold is reached, until such time as Columbia files to recover the
existing accrued deferrals and establish a recovery mechanism under Rev. Code§ 4909.18,
4929.05, or 4929.11. The final component that must be included in these informational
filings is the projected annual CEP expenditure for current year which wouid be the
maximum incremental investment available for deferral treatment under Rev. Code§
4929.111{A)} for the calendar year, unless the commission in its discretion authorizes
additional deferral under Rev Code§ 4929. 111(3)(1). '
In this Application, Celumbia is proposing to continue its capital expenditure program
approved in Case Nos. 11-5351-GA-UNC et al. in 2013 and succeeding years, up until the
point where the accrued deferrals, if included in rates, would cause the rates charged to
Columbia’s SGS customers to increases by more than $1.5¢/month as authorized in Case
Nos. 11-5351-GA-UNC et al.
During the period January 1, 2013 through December 31, 2013 Columbia estimates its
capital expenditure program will include an investment level of approximately seventy-two
million dollars of net plant investment that qualifies for the accounting treatment under
Rev. Code 4929.111(A) '
Pursuant to Rev Code 4929.111 (B} Columbia includes as Attachment A hereto its estimated
total cost of the capital expenditure program covered by this application with treatment
described more fully hereinafter. The actual expenditores will vary by category. The total
amount expended could also vary due to Columbia's management of its ecapital
expenditures budget in the aggregate, rather than by individual categories, and due to the
development of Columbia's capital expenditure budget based upon cash payments
(Account 107) rather than the date plant becomes used and useful and transferred to plant
in service (Account 101, gas Plant in Service). This timing difference belween the date cash
payments are made and the date plant is placed into service will result in the total capital
budget estimates detailed on Attachment A being different in a given year with a
corresponding increase of decrease in the actual expenditures eligible for accounting
treatment under Rev. Code 4929.111(B)
Columbhia will include in its annual informational filing, on or before April 30 each year, all
of the above-referenced information required by the Commission in its Findings and Order,
including its projected capital expenditures budget for the current and next calendar year
in a similar format as shown in Attachment A hereto.
Columbia proposes the use of the projected CEP investment for the current and next
calendar year included in its Annual CEP Report to be filed on or before April 30 each year
be the maximum allowable level of investment eligible for deferral in accordance with Rev.
Code 4929.111(B)
Columbia's capital allocation policy governs the allocation of capital, including the
identification and prioritization of capital projects. The annual capital budget allocation
approved by the NiSource Board of Directors is consistent with Columbia’s obligation to
furnish necessary and adeguate services and facilities under Rev. Code 4905.22. the
following components are included in Columbia's capital expenditures program:
a. Replacement/Public Improvement/Betterment — Replacement of facilities for any
of the following reasons: {1) physical deterioration; (2} meeting the requirements
of governmental authorities related to street and highway construction; {3)
accommodating existing customer requests for facility relocation; and {4)
improving system operating conditions and ensuring adequate distribution system
capacity and/or system reliability. This Replacement/Betterment category may
include, but is not limited to, cost related for installation of and/or improvements
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to mains and service lines, measuring and regulation stations, district regulatory
stations, excess pressure measuring stations, meters, meter sets, AMR devices,
house regulators, and any associated buildings, fand or land rights,

b. Growth - Facilities required to provide service to new customers or to provide
increased load capacity to existing customers. The category may include, but is net
iimited to, costs associated with the installation of and for improvement to mains
and services {including service line installations to new customers served by
existing mains), digtrict regulator stations, excess pressure measuring stations,
meters, meter sets, AMR devices, house regulators, and any associated buildings,
Iand or land rights.

c. Support Services - Capital expenditures that are not directly related to gas facilities
fall into this category which may include, but is not limited to, costs associated with
the purchase of and/or improvements to buildings and structures (including
associated land and land rights], environmental remediation at company owned
facilities, office Rurniture and equipment, motorized equipment and trailers, power
operated equipment, and other miscellaneous equipment.

d. Information Technology - Capital expenditures related to technology and
communications infrastructure. This category may include, but is not limited to,
costs associated with purchase and installation of communications equipment
{including associated buildings, land or land rights), data processing equipment,
data processing software, and software licenses.

10)For all categories described above the costs include (where applicable} Supervisory,
Engineering, General, and Administrative overheads, and an Allowance for Funds Used
During Construction, and are net of any contributions, deposits, or other aid to construetion.
None of the capital expenditure in the categories described above include costs targeted for
inclusion in Columbia's Infrastructure Replacement Program or CHOICE/SSO
Reconciliation Rider.

11} Columbia adheres to the FERC unified System of Accounts prescribed for Natural Gas
Companies and Generally Accepted Accounting Principles when accounting for the actual
cost of capital projects. Pursuant to the FERC Unified System of Accounts, all amounts
included are just and reasonable. Projects that are deemed “used and useful” in serving the
needs of Columbia’s customers are reported as in-service. Detailed gas plant accounting
records are maintained to permit identification, analysis and verification of capitalized
costs.

12) Rev. Code 4929.111{A) authorizes a natural gas company to request approval of a capital
expenditure program under Rev. Code sections 4909,18, 4929.05 or 4929.11 to implement
a capital expenditure program for any of the following:

a. Any infrastructure expansion, infrastructure improvement, or infrastructure
replacement program;

b. Any program to install, upgrade, or replace information technology systems;

¢. Any program reasonably necessary to comply with any rules, regulations, or orders
of the Commission or other governmental entity having jurisdiction.

13) Rev Code 4929.111(C} provides for the Commission's approval of a capital expenditure
program if the Commission finds the natural gas company’s capital expenditure program is
consistent with the company’s obligations to furnish necessary and adequate services and
facilities under Section Rev Code 4905.22.

14) Pursuant to Rev Code 4929.111(D} the Commission shall authorize a natural gas company
to defer or recover in an application filed under Rev Code 4929.111 the foliowing:
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a. A regulatory asset for post-in-service earrying costs on that portion of the capital
expenditure program assets that are placed in service but not reflected in rates as
plant in service;

b. Aregulatory asset for the incremental depreciation on that portion of the assets of
the capital expenditure program that are placed in service but not reflected in rates
as plant in service; and,

c. A regulatory asset for the incremental property taxes directly attributable to the
assets of the capital expenditure program that are placed in service but not reflected
in rates as plant in service.

15) Rev Code 4929.111(F) authorizes a natural gas company to make any accounting accruals
necessary to establish the regulatory assets authorized under Rev Code 4929.111(D), in
addition to any allowances for funds used during construction. Pursuant to Rev Code
4929.111(G) any accrual or deferral for recovery shall be calculated in accordance with the
system of accounts established by the Commission under Rev Code 4905.13.

16] The Finding and Order in Case Nos. 11-5351-GA-UNC et al authorized the following
accounting for Columbia’s calculation and total monthly deferral of regulatory assets for
that portion of the capital expenditure program assets that are placed in service but not
reflected in rate as plant in service.

Total Monthly Deferral = (PISCC) + {Depreciation Expense)} + {Property Tax Expense)
~ {Incremental Revenues

Where:

PISCC = [(Previous Month’s Cumulative Gross Plant Additions} - (Previous Month’s
Accumulated Depreciation) - (Previous Moenth’s Cumulative Retirements) +
{1/2 Current Menth's Plant Additions) - {(1/2 current Month's Retirements)] *
[{Depreciation Rate} / {12 Months]]

Property Tax Expense = [(Previous Year End Cumulative Gross Plant Additions) -
{(Previous Year End Cumulative Refirement)] * (Percent Good Adjustment} *
[(Effective Property Tax Rate) / {12 Months)}

Incremental Revenue = [{current Month’s Customers — Baseline Customers) * {Cost
Portion of Rate]] + [[Consumption by non-SFV customers directly attributable
to program investment} * (Cost Portion of Rate]] + {Other revenues directly
attributable to program investment}

17} Pursuant to Rev Code 4929.111 (A-F) Columbia herehy requests continuation of its capital
expenditure program and authority to defer related carrying costs, depreciation expense
and property tax expense up until the time these deferrals equate to a $1.50/month charge
to SGS customers if included in rates, Specifically, Columbia requests to be permitted to
compute and defer these costs in accordance the Commission’s Findings and Order issued
in Case Nos. 11-5351-GA-UNC et al.

18) The treatment requested in this Application is consistent with that recommended by Staff
and approved by Commission in Case Nos. 11-5351-GA-UNC et al. for the period October i,
2011 to December 31, 2012.

19} In this Application Columbia is requesting continued authority to defer the aforementioned
expenses through the use of the accounting authority and formulas described above.
Columbia is not requesting recovery of any of the deferred amounts as part of this
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Application, Recovery of any amounts deferred pursuant to approval of this Applieation will
be addressed in a separate proceeding.

20) This Application will not result in an increase in any rate, joint rate, toll, classification,
charge or rental, Therefore, this Application is an application not for an increase in rates
under Rev. Code 4909.18

Case No, 17-2202-GA-ALT - Capital Expenditure Program Rider

On November 28, 2018, the Commission issued its Findings and Order regarding Case No. 17-
2202-GA-ALT. The Order approves the stipulation and recommendations resolving all issued related
to the Company’s capital expenditure program rate recovery mechanism.

1. Discussion
A. Applicable Law

On pages 3-4 (Paragraph 4) Pursuant to R.C. 4929.111, a natural gas company may file an
application under R.C. 4909.18, 4929.05, or 4929.11 to implement a capital expenditure
program {CEP) for any of the following: any infrastructure expansion, infrastructure
improvement, or infrastructure replacement program; program to install, upgrade, or replace
information technology systems; or any program reasonably necessary to comply with any
rules, regulations, or orders of the Commission or other governmental entity having
jurisdiction. In approving the application, the Commission shall authorize the natural gas
company to defer or recover hoth of the following: a regulatory asset for post-in-service
carrying costs {PISCC) on the partion of the assets of the CEP that are placed in service but not
reflected in rates as plant in service; and a regulatory asset for the incremental depreciation
directly attributable to the CEP and the property tax expense directly attributable to the CEP
but not reflected in rates. A natural gas company shall not request recovery of the PISCC,
depreciation, or property tax expense under R.C 4929.05 or R.C. 4929.11 more than once each
calendar year.

B. Procedural History
On pages 4-6

{(Paragraph 5) In Case No. 11-5351-GA-UNC, et al,, the Conumission modified and approved
Columbia's application to implement a CEP for the period of October 1, 2G11, through
December 31, 2012, pursuant to R.C. 4309.18 and 4929.111. The Commission also approved
Columbia's request to medify its accounting procedures to provide for the capitalization of
PISCC on assets of the CEP placed into service but not reflected in rates as plant in service,
as well as deferral of depreciation expense and property taxes directly attributable to those
assets of the CEP that are placed into service but not reflected in rates as plant in zervice.
Further, the Commission noted that the prudence and reasonableness of Columbia's CEP-
related regulatory assets and associated capital spending would be considered in any future
proceedings seeking cost recovery, at which time Columbia would be expected to provide
detailed information regarding the expenditures for Commission review. In re Columbia Gas
of Ohio, Inc,, Case No. 11-5351- GA-UNC, et al. (CEP Deferral Case), Finding and Order {Aug.
29,261 2), Entry on Rehearing (Oct. 24,2012).

{Paragraph 6} In Case No. 12-3221-GA-UNC, et al, the Commission modified and approved
Columbia’s application to continue its CEP, including deferral of the related PISCC,
depreciation expense, and property tax expense, in 2013 and succeeding years until such
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point as the deferral cap established in the CEP Deferral Case was reached 122 The
Commission ence again noted that, while we approved the request for deferral authority, we
did not authorize recovery of the deferred amounts at that time. Instead, as before, the
question of recovery of the deferred amounts, including, without limitation, issues of
prudency, proper computation, proper recording, and reasonableness, would be considered
when Columbia filed an application to recover the deferred amounts. In re Columbia Gas of
Ohio, Inc., Case No. 12-3221-GA-UNC, et al.. Finding and Order (Oct. 9, 2013). '

(Paragraph 8) On December 1, 2017, Columbia filed an alternative rate plan application, along
with supporting exhibits and testimony, pursuant to R.C. 4929.05, 4929.051(A), 4929.11,
and 4929.111. The applications seeks to establish a new rider mechanism to recover CEP
costs {CEP Rider), including PISCC, incremental depreciation expense, and property tax
expense deferred under the CEP, as well as the corresponding assets to which these
expenses are directly attributabie.

{Paragraph 11} On April 2, 2018, as supplemented on April 16, 2018, Columbia filed its
amended alternative rate plan application to establish the CEP Rider, along with amended
testimony, pursuant to R.C. 4929.111,4929.05, and 4909.18. Simultaneously, Columbia filed
a motion for waivers of certain standard fling requirements. According to Columbia's
application/ Columbia based its filing on a test year of the 12 months ending December 31,
20017, and a date certain of December 31, 2017. ...

(Paragraph 12) By Entry issued May 9, 2018, Blue Ridge Consulting Services, Inc. {Blue Ridge)
was selected as the auditor to evaluate Columbia's CEP.

(Paragraph 14} On September 4, 2018, Blue Ridge filed its audit report.
(Paragraph 15) On September 14,2018, Staff filed its report of investigation (Staff Report).

(Paragraph 20) On October 25, 2018, Columbia, Staff, OCC, OPAE, IEU, OEG, OMAEG, Kroger,
and IGS filed a Stipulation and Recommendation (Stipulation) to resolve all the issues in this
praceeding.

E. Summary of the Stipulation
On page 13

{Paragraph 37) The Stipulation filed October 25, 2018, was intended by Columbia, Staff, OCC,
OPAE, IEU, OEG, OMAEG, Kroger, IGS, and RESA (Signatory Parties) to resolve all issues
raised in this proceeding. The Signatory Parties state their agreement that the Stipulation is
supported by adequate data and information, represents a just and reasonable resolution of
the legal and policy issues raised in the proceeding, meets the Commission's criteria for
assessing the reasonableness of a stipulation, and should be accepted and approved by the
Commission Ooint Ex. 1 at 1-2}. The following is a summary of the terms agreed to by the
Signatory Parties and presented to the Commission for approval; this summary is not
intended to replace or supersede the Stipulation:

122 The deferral cap is the point at which the accrued deferrals, if included in rates, would cause the rates
charged to the Small General Service (3GS] class of customers to increase by more than $1.50 per month.
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GOn pages 13-16
CAPITAL EXPENDITURE PROGRAM REVIEW

1. Columbia's amended application to establish the CEP Rider sheuld be approved hy the
Commission without modification except as provided within the Stipulation. The CEP Rider
will recover the PISCC, incremental depreciation expense, and property tax expense;
provide for a return on and of the corresponding assets to which these expenditures are
directly attributable in Columbia's CEP {CEP Investment); and reflect a reduction for base
rate depreciation expense as detailed below. (Joint Ex. 1 at 2.)

2. The initial CEP Rider rates, incorporating CEP Investment through December 31, 2017, will
be effective not Iater than Columbia’s first billing cycle in 2019 and shouid be established as

set forth in Table 1:
TABLE 1
Charge per meter
per month
SGS Rate $3.51
GS Rate $29.29
1.GS Rate $566.69
CEP Assets Recovered Oct. 2011-Dec, 2017
Rate Base Depreciation Offset Oct. 2011-Dec. 2017

3. Blne Ridge audited Columbia's CEP Investment from October 2011 through December 31,
2017, the result of which is a disallowance of $205,710. The customer rates set forth in Tahle
1incorporate this disallowance. (joint Ex. 1 at 3.}

4. Blue Ridge conducted a thorough "necessity, prudence, and reasonableness” review of
Columbia’s plant in service balances from December 31, 2007, to December 31, 2017. The
Staff Report recommends that the plant balances from the Blue Ridge audit serve as the basis
for reconciliation in Columbia‘s next rate case. When Columbia files its next rate case, the
baseline for the plant in service necessity, prudency, and reasonableness review will begin
with the plant balances as of December 31, 2017. Further, any plant in service as of
December 31, 2017, net of retirements to this plant in service as of the date certain in
Columbia's base rate case application in 2021, will be deemed necessary, reasonzble, and
prudent for any future ratemaking proceedings.?®3 (joint Ex. 1 at 3.}

5. As an alternative to a future reduction in rate base, there will be an immediate adjustment to
CEP Investment in the form of a depreciation offset of $289.9 million, for the period October
2011 through Pecember 31, 2017, which is to the benefit of consumers. Using Staff's
depreciation calculation, with several adjustments, Columbia's revenue requirement for the
CEP Investment from October 2011 through December 31, 2017, is lowered from

123 B{C does uot agree to this paragraph of the Stipulation and preserved its rights te make any arguments in
any other cases, including Columbia's next rate case, regarding the plant in service and rate base, including as
to necessity, prudency, lawfulness, and reasonaideness, dating back to Columbia's last rate case,
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$109,436,639.47 to $74,486,252.84. The CEP Rider rates set forth in Table I reflect the base
rate depreciation offset and the revised depreciation calculation. (foint Ex I at 4.}

6. All future annual CEP Rider revenue requirement filings for establishing CEP-related charges
te consumers shell reflect the base rate depreciation offset until the CEP Rider is reset by
the Commission's order in Columbia’s 2021 basge rate case (Joint Ex. 1at 4},

7. The CEP Rider rates set forth in Table 1 incorporate heneficial offsets that account for
Columbia's reduced federal income taxes resulting from the enactment of the Tax Cots and
lobs Act of 2017 {TCJA} (Joint Ex. 1 at4}.

On pages 16-20
ONGOING CEP RIDER STRUCTURE

8. For CEP Investment incurred after December 31, 2017, Columbia is authorized to defer
expenses associated with CEP Investment until such costs are recovered via an adjustment
to Columbia‘s CEP Rider rates. The deferrals shall be those authorized in Case Nos. 12-3221-
GA-UNC and 12-3222-GA-AAM. Columbia may adjust the CEP Rider rates each year to collect
from customers the prior calendar year's CEP Investment and related deferrals. (Joint Ex. 1
at 4.)

9. Beginning in 2019, and by February 28 of each year, Columbia will file an annual application
to- adjust its CEP Rider rates to collect from customers the CEP Investment and related
deferrals through December of the prior calendar year, Each annual application will contain
schedules based on 12 months of actual data for the prior calendar year, and the rate of
return used to develop the revenue requirement for each application will be based on the
capital structure and cost of capital authorized by the Commission in Columbia’s most recent

- base rate case. Case No. 08-72-GA-AIR, et al. (Joint Ex. 1 at 4-5.)

10. Staff or its designee shall review Columbia’s annual filing to determine the necessity,
prudence, lawfulness, and reasonableness of the CEP Investment for the prior calendar year.
Unless Staff finds Columbia's annual application to be unjust and unreasonable, or a party
granted intervention by the Commission files an objection to the annual filing or to Staffs
review that is not resolved by July 31 of each year, the new CEP Rider rate will become
effective by September 1 following the February filing. If either of those two contingencies
oceurs, Columbia will propose an expedited hearing process in order to effectuate, to the
extent practicable, the implementation of the CEP Rider rates by September 1 or the first
bifling cycle of the revenue month following the Commission's decision. Each application to
revise the CEP Rider rates will true up revenues cellected with revenues estimated in future
filings. Columbia will work with Staff and the Signatory Parties in the 2021 base rate case to
discuss: {a) adjusting the timing of the filing of the annual IRP application so as to coordinate
with the filing of the annual CEP Rider application; (b} whether the CEP Rider and IRP should
be contbined into one rider; {c} the future of the CEP Rider and IRP; and {d) how audits of
rider charges could be improved for customers. (Joint Ex. 1 at 5.)

11. in an effort to mitigate the impact of the CEP Rider charges to customers, the Signatory
Parties agree to the rate caps reflected in Table 2 corresponding to the CEP Investment, the
related deferrals, and base rate depreciation offset through December 31, 2022 Ooint Ex. 1
at5).
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TABLE 2
Rate Effective Sept. 1, Sept1, Sept 1, Sept 1, 2020 until base
2019 2020 2021 rates go into effect with the
2021 rate case
SGS Rate Cap §4.56 $5.61 $6.66 $7.71
GS Rate Cap $38.83 $48.05 $57.41 $66.91
LGS Rate Cap $740.96 $918.00 $1,098.12 $1,281.45
CEP Assets | Oct 2011~ | Oct 2011~ | Get 2011- | Oct 201 1-Dec. 2021
Recovered Dec, 2018 Dec. 2019 | Dec. 2020

1€ Columbia seeks to continue the CEP Rider or its equivalent beyone its next base rate case,
Columbia must file an application in conjunction with that base rate case for an alternative
rate plan for collection from customers of CEP Investment in calendar years 2022 and
beyond. Any such application for an alternative rate plan shall include specific annual rate
caps and annual audits. The CEP Rider or its equivalent is intended to be an ongoing rider.
As part of the next base rate case, the Signatory Parties agree to discuss updating the CEP
Rider annually with CEP Investment in calendar year 2022 and beyond, and to discuss
corresponding increases for the rate classes set in that base rate case. Additionally, the CEP
Rider rate caps set forth in Table 2 will also cap Columbia’s capital expense deferral
authority in calendar years 2018 through 2021, Any future CEP Investment placed in service
during calendar year 2022 and beyond is deferred within Columbians Commission-
approved authority for the CEP Investment in Case No. 12-3221-GA-UNC and 12-3222-GA-
AAM_ (JointEx 2 at 6-7.)

12. A. Columbia will meet with interested Signatory Parties to determine the feasibility and cost
effectiveness of implementing information technology system enhancements related to
commercial and industrial Choice customers, which shall include but not be limited to:

1. An electronic portal that provides historic usage data of commercial and industrial
Choice customers and can be accessed by competitive retail natural gas service
(CRNGS) providers with proper authorization from customers (Joint Ex. 1at 7).

2. A mechanism that allows a CRNGS provider to provide uninterrupted and continuous
service to commercial and industrial customers’ premises {without being reverted
hack to the standard service offer for one billing cycle) in the event of a customer name
or ownership change, provided that the CRNGS provider gives proper and timely
notice to Columbia of the customer's consent. {JointEx. 1 at 7.)

B. Columbia shall meet with interested Signatory Parties on a regularly scheduled basis to
discuss the proposed enhancements identified in Paragraph 12(A), with the first meeting
occurring within 60 days of an order approving the Stipulation (Joint Ex. 1 at 7).

C. Columbia shall use good faith efforts to implement the information technology system
enhancements related to commercial and industrial Choice customers pursuant to
Paragraph 12(A), if the enhancements have been determined to be feasible and cost
effective prior to its 2021 base rate case filing (Joint Ex. 1 at 7).
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On pages 20-23
FEDERAL TAX REFORM

13. As recommended by the Staff Report, and in order to reflect the impact of the TCJA on
Columbia's pre-tax rate of refurn, the pre-tax rate of return for Columbia's CEP Investment
to be recovered in 2019 and futwre years will be 9.52 percent unless and uontil the
Commission modifies the rate of return in Columbia's 2021 base rate case. This adjusted
pre-tax rate of return is shown in Exhibit 2 to the Stipulation. Ooint Ex. 1 at 8.)

14. Columbia will offset its base rates for the benefit of customers (approximately $121 million)
to reflect the reduced federal tax rates enacted as part of the TCJA. Subject to other
proceedings that may affect the final amount of tax saving returned to customers, the total
benefit of the TCJA to Columbia customers (in hase rates and Columbia's IRP) will be
approximately $284 million. The reduction in base rates resulting from the need to pass back
to customers excess deferred income taxes will be based on deferred tax balances at
December 31, 2007, which were used in the establishment of current base rates adjusted for
recognition of the turnaround through December 31,2017. Normalized excess deferred
taxes will be passed back to customers using the average rate assumption method, the
amount of which included in rates is for rates in 2018 and will continue until the next base
rate case. Non-normalized excess deferred taxes will be passed back to customers over a six-
year period. Columbia is authorized to adjust its hase rates to reflect the elimination of the
reduction in base rates directly related to the pass back of non-normalized excess deferred
taxes upon completion of the six-year period. This methodology for the pass back of excess
deferred taxes shall also be the methodology used in Columbia's next IRP adjustment case
to pass back excess deferred taxes. (Joint Ex. 1 at8.)

‘The base rate revisions set forth in Table 3 should be effective January 1, 2019:
Tahle 3 Excluded (related to base rates and out of scope for this audit)

15, To return to customers Cohmnbia's $22,593,862 in over-collection of taxes as a result of the
enactment of the TCJA, Columbia will establish a TCJA credit. The over-collection is the result
of the impact of the 14 percent federal rate reduction and excess accumulated deferred
income taxes pass back not heing reflected on customer bills from January 1, 2018, through

. December 31, 2018. This pass back will inctude interest computed at Columbia’s long-term
debt rate on the 14 percent federal tax rate reduction from January 1, 2018, until Columbia
begins billing base rates that reflect the impact of the TCJA, Columbia agrees to and will
display the short-term TCJA credits set forth in Table 4 as a separate line item on customers’
bills, which line item will cease when the over-collection is returned to customers. (Joint Ex,
1at10)

Table 4 Excluded (related to base rates and out of scope for this audit}

16. Columbia will revise its bill formats to include the TCJA credit and the CEP Rider. Sample
bill formats are shown in Exhibit 3 to the Stipulation. {Joint Ex. 1 at 10.)

Pages 23-24
BASE RATE CASE COMMITMENT

17. Columbia will file an application to adjust its base rates with a test period of calendar year
2021 and a date certain that is prior to the filing date of that rate case unless otherwise
ordered by the Commission. In the event it does not file the base rate case by July 1, 2021,
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Columbia will file revised tariff sheets by Angust 1,2021, that revise the CEP Rider rate to $0
effective September 1, 2021, and will not exercise its deferral authority for assets placed in
service beginning January 1, 2022, and beyond until Columbia Bles a rate case. Columbia’s
deferral authority granted in Case No. 12-3221-GA-UNC and 12-3222-GA-AAM shall remain
unchanged for assets placed in service beginning January 1, 2022, and beyond so long as

Columbia meets its rate case filing commitment. In anticipation of an ongoing CEP Rider

after the new hase rates are in effect, Calumbia agrees to provide to the Signatory Parties
budgets for the CEP capital for calendar years 2021, 2022, and 2023 as part of its base rate
case application. (Joint Ex. T at 11.)

p No, 19-438-GA-RDR - Capitsl Expenditure aoram Ride

On August 28, 2019, the Commission issued its Findings and Order regarding Case No. 13-438-
GA-RDR. The Order approves the application of Columbia Gas to adjust its CEP, subject to Staff's
recommendations.

{4113~914] Staff stated it fully adopts the audit report filed by Blue Ridge on July 10, 2019.
Specifically, Staff recommends that Columbia:

-+ adjust depreciation balances and the revenue requirement to account for the retirement that
was recorded te an incorrect account {Adjustment #1};

+ remove from Utility Plant in Service the total cost of unused Mobile Data Terminals
{Adjustment #2};

» formally documents its policies and procedures on the preparation and approval of work
orders, damage claims, account/journal entries, and allacations;

» work with Staff to better identify expenses versus capitalized costs associated with meter
rélocations, or more specifically, determine how the activity and costs should be fracked in
order to clarify how meter movement should be recorded (capital or expense) in various
situations and how to ensure the integrity of the process;

+ track the depreciation offset;

s trackincremental revenues;

* trackand document how each growth project met or did not meet its goal in order {0 ensure
that the assets placed in service are both used and useful and not overbuilt in either length
or diameter; and ensure retirements and cost of removal are recorded at the same time as he
replaceiment assets.

+ Columbia did not reflect incremental revenue in its CEP and recommended that the revenue
offset be dlarified

[116] Ultimately, Staff submits that the Company has supported its filing with adequate data and
information to ensure that the CEP Rider revenue requirement and resulting rider rates are just and
reasonable, Therefore, Staff recommends that the Commission approve Columbia’s Application as
modified by Staff's comments,

[918] OCC filed objections to the Staff Report . OCC supports numerous recommendations but
helieves that Staff should have recommended two additional changes. First, Columbia should amend
its policies and procedures te protect consumers from heing charged for assets that are not used and
useful as aresult of overbuilding for growth projects that do not result in the expected growth. Merely
tracking and documenting does little to protect consumers from being charged for assets that do not
become used and useful. Thus, OCC states that the Commission direct Columbia to work with Staff
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and OCC to develop consumer-protection policies that prevent overbuilding, which can increase CEP
charges to consumers.

[1119] Second, the Staff Report should have required Columbia to identify meter relocation costs
that should not have been charged to consumers under the CEP and track the number and cost of
meter relocations on an annual basis for relocated meters that are either expensed or capitalized.
Staff Failed to identify meter relocation costs that should not have been collected from customers.
0OCC is concerned that, because of the different ways in which a meter relocation from inside to
outside a residence is charged—either as an operations and maintenance expense or capitalized
under the CEP—depending on the situation, Columbia has an incentive to delay meter relocations
until the work can be capitalized under the CEP. Thus, in addition to recommending that Columbia
track the meter relocations more closely in order to demonstrate that the cost of those relocations
are properly included in the CEP, OCC's second objection urges the Commission to divect the next
CEP audit to identify those costs that should not have been capitalized under the CEP and charged to
customers. OCC further urges the Commission to direct Columbia to work with Staff, 0€C, and other
interested parties to hetter identify proper accounting for meter relocation projects.

120} Columbia noted both OCC's objections and Staff's recommendations and recommended
that its February 28, 2019, Application, as modified by the july 10, 2019 Audit Report be approved.
Columbia states that it agrees to work with OCC after the conclusion of this proceeding to address
the issues raised in OCC's objections to the Staff Report. In response to the latter, Columbia states
that it agrees with Staff's conclusions and recommendations filed herein.

[122] The Commission has reviewed Columbia's Application, the Audit Report, the Staff Report,
OCC's objections ta the Staff Report, Columbia’s July 31, 2019 Statement, and the August 26, 2019
Update. Given that review, the Commission finds that Columbia’s Application, as modified by Staff's
comments in the Staff Report, is reasonable and should be approved. Furthermore, the Commission
finds that it is not necessary to hold a hearing in this matter.

[§24] ORDERED, That Columbia’s Application to adjust the CEP Rider rate, as modified by Staff’s
comments in the Staff Report, be approved. '

Case No. 20-49-GA-RDR - Capital Expenditure Program Rider

On February 26, 2020, the Commission selected Blue Ridge Consulting Services, Inc. as the
auditor that will assist Staff in performing the review of the necessity, prudency, and reasonableness
of capital expenditures and deferrals related to Columbia Gas of Ohio, Inc.'s capital expenditure
program rider.

The findings and recommendations from this audit is the subject of this report.
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APPENDIX B: DATA REQUESTS AND INFORMATIGN PROVIDED

1} Work Orders: Please provide in Microsoft Excel format a list of all non-IRP werk orders put in
service, from January 1, 2019, through December 31, 2019, For each work order, please include
the following information:

a) Plant accounts charged (FERC 300 accounts)

b) Project identification nambers (project type, wark order and project roll up, if applicable}

¢) Project description. Single line description will be acceptable along with location numbers

d) Project Description (e.g., Replacement & Betterment, Growth, Support Services, Information
Technology, etc.}

e} Work Order Construction Complete Daie (when project became used and useful and ready
for service)

f) Work Order Accounting In-Service Date (date charges were moved from FERC 107 to 106 or
101)

g) Unitization Date {date charges were moved from FERC 106 to FERC 101)

h) Dollar amount by FERC 300 account nuimber

[) Whether the work was an addition or replacement

i) Whether the work order was a blanket project work order or specific project and associated
profect identification numbers

2} Work Orders: Please provide a reconciliation of the 2019 work order totals provided in the
request #1 to the total in the Schedule CEP-1 “Activity Through December 31, 2019.”

3} CEPRider Application dated February 28, 2020: Please provide, in Microsoft Excel format, the
CEP Rider Schedules CEP-1-CEP-13 included in the Company’s application. Also, provide any
supporting documents used to create/update the schedules. .

4} Organization: Pléase provide a current organization chart of the Operating Coﬁ‘ipany a;ld Service
Company.

5} Organization: Please identify any changes in personnel and/or positions in the following since
April 25, 2019 (the date of the Company’s response in last year's audit):
a) Plant Accounting
i} Matt Ruth, Corporate Accounting {Asset Accounting)-Mgr Accounting
ii} Nick Drew, Director of SEC-Accounting Policy Department
b} Engineering & Work Order Development
i) Eric Slowbe, Capital Execution (Engineering Srves COH} ~ Principal Engineer
¢} Major Events and IT
i} Kim Honaker, Corperate Accounting (Business Applications)-Mgy. Business
Applications
ii} Dyana Porterfield, Corporate Accounting (Business Applications}-Lead Business
Application Analyst;
ili} Greg Skinner, Office of the CTO (IT Infrastructure}-VP IT Infrastructure;
iv) Greg Kovacs, Office of the CTO (1T Services)-Dir PMO
d) Blanlets
i} Andrew Metz
if) Melissa Thompson
iti] Matt Ruth
iv) Bill Rousell
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e) Capital Budget
i] Andrew Metz
ii} Melissa Thompson
iii) Eric Belle {Director of Supply Chain Services - Previously Capital Planning Director)
iv) EricSlowbe (Principle Engineer CGQ)
v} Mike Sucharski (Engineering Manager CGO)
vi) JR Barnhart (Capital Planning Leader Qhio}
vii} Liz Eisenhardt {Director of Capital Planning)

6) Starus of Case No. 19-0438-GA-RDR Recommendations: Please provide the status of the

recommendations from Case No. 19-0438-GA-RDR, Order dated August 28, 2019:

a) Staff Recommendation: Adjust depreciation balances and the revenue requirement to
account for the retirement that was recorded to an incorrect account (Adjustment #1).

b) Staff Recommendation: Remove from Utility Plant in Service the total cost of unused Mobile
Data Terminals {Adjustinent #2)

¢} OPC Recommendation: Amend the Company's policies and procedures to protect consumers
from being charged for assets that are not used and useful as a result of overhuilding for
grewth projects that de not result in the expected growth.

d) OPC Recommendation: Identify meter relocation costs that should not have been charged to
consumers under the CEP and track the number and cost of meter relocations on an annual
basis for relocated meters that are either expensed or capitalized.

7) Status of Case No. 19-0438-GA-RDR Blue Ridge Recornmendations: Please provide the status

of Blue Ridge Recommendations adopted by Staff in the Staff Report dated July 15, 2019.

e} Formally document its policies and procedures on the preparation and approval of

~ workorders, damage claims, accounting/journal entries, and allocations. '

f) Work with Staff to better identify expenses versus capitalized costs associated with meter
relocations, More specifically, determine how the activity and costs should be tracked in
order to

g) clarify how meter movement should be recorded (capital or expense} in various situations
and how to ensure the integrity of the process.

h} Track the depreciation offset.

i) Trackincremental revenues,

j} Trackand document how each growth project met or did not meet its goal in order to ensure
that the assets placed in service ave both used and useful and not everbuilt either in length
or diameter.

k] Ensure retirements and cost of removal are recorded at the same time as the replacement
assets.

1} The Company did not reflect incremental revenue in its CEP and Blue Ridge recommended
that the revenue offset be clarified.

8) Timeline:

a) Did any major events occur in 2019, that had an impact on the plant-in-service balances?
Examples of major events include, among other such events, major sales of assels,
acquisitions, mergers, system conversions, and upgrades.

b} Please provide an explanation of each event and how the event affected plant balances.

¢} Please provide an explanation of what steps were taken to ensure that plant balances were
accurate following the impact of the event,
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9} Policies and Procedures: Please provide any changes for 2019 te the policies and procedures
for the following activities,
a} Plant Accounting:
i} Capitalization vs, Expense
if} Preparation and approval of work orders
itf} Recording of CWIP, including the systems that feed the CWIP trial balance;
iv) Application of ARUDC
v} Recording and closing of additions, retirements, cost of removal, and salvage to plant
vi) Unitization process based on the retirement unit catalog
vii} Application of depreciation
viil) Contributions in Aid of Construction {CIAC}
ix) Damage Claims
b) Purchasing/Procurement
€) Accounts Payable/Disbursements
d) Accounting/Journal Entries
e} Payroll (direct charged and allocated]
f) Insurance recovery
g2} Allocations
h) Work Management System
i) Information Technology
j} Capital Project selection and prioritization
k) System planning and load growth

10} Policies and Procedures: Have any major changes been made to the Company's capitalization
policy in 2019? If so, please describe.

11) Policies and Procedures: Please explain the Companies’ cost containment strategies and
practices in relation to use of outside and inside contractors.

12} Policies and Procedures: Please explain the Companies’ policies related to purchasing and
accounting for capital spares and their recovery.

13) CEP Rider Schedules: Please provide a narvative of the process used to develop the 2019 CEP
Rider Filings and schedules.

14) FERC and Other Regulatory Audits: Please provide a copy of all FERC and/or other regulatory
audit reports, if any, that were issued during 2019, Also provide the Company's response to any
findings and the ultimate resolution of those findings.

15}Internal Aundits: Please provide a list of internal audits performed or in progress in 2019. List
the name of the audit, scope, objective, and when the work was performed. For in-progress audits,
list the expected completion dates.

16) 50X Compliance Audits: For any feeder system that feeds CWIP, please provide any SOX
Compliance audits performed in 2019. List the name of the audit, scope, objective, and when the
work was performed. Include whether the controls passed or failed and, if failed, the severity and
impact of the failure. [NOTE: Utility Plant in Service is fed from CWIP. Therefore, any system that
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feeds CWIP, including, but not Hmited to, WMS, Payreil, M&S, Overheads, AFUDC, Transportation,
and direct contractor charges through purchasing, could have an impact on plant balances.]

17} Depreciation: Have the depreciation accrual rates changed since 2008 when the Commission's
order in Case No. 08-72-GA-AlR approved Columbia’s eurrent depreciation rates?

18) Property Taxes: Please provide the supporting workpapers and decumentation for the property
tax rate used in the 2019 CEP.

19] Overhead and Indirect Costs: Please provide alist of all overheads (labor loadings, etc.) and any
other indirectitems charged ta Columbia Gas work orders, including descriptions both of the type
of charge and how that charged item is applied (e.g,, calculation with descriptions of factors used
in the calculations).

ZO)AFUDC: Please provide the AFUDC interest rate for 2019, including the calculation and
supporting documentation.

21}Major Additions or Replacements: Please provide a list with a description and total doilar
amonnt of any major non-IRP additions and/or replacements placed in service in 2019,

22) Approval Signatures: Please provide the Level of Signature Authority (LOSA) decument(s] that
supports the approval of capital projects in 2019.

23) Unitization Backlog: Please provide information regarding any backlog in the unitization of
distribution work orders as of December 31, 2019. Please provide the information by work order
number and dollar value of each backlogged work order and the length of time for each in months
(e.g., under three months, four to 12 months, and over 12 months). If possible, provide the list for
both CEP work orders and non-CEP work orders.

24) Insurance Recoveries:

a} Were there any significant events in 2019 that resulted in an insurance claim recovery
greater than $50,000 related to Distribution Plant? If so, please provide a list of such events,
how each recovery was recorded to the Company’s books, and how it was reflected in plant
balances.

b) Are there any pending Distribution plantinsurance claim recoveries as of December 31, 2019,
that are not recorded or accrued that would be charged to capital? If so, please pmvxde the
type of recovery, estimated amount, and when receipt is expected.

25} Cost per Mile: For the CEP Projects with the Description “Replacement & Betterment” for 2019,
please provide the total main miles replaced/installed and the average cost per mile with and
without accounting overheads.

26) Cost per Mile: For the CEP Projects with the Description “Growth” for 2019, please provide the
total main miles replaced/installed and the average cost per mile with and without accounting
overheads.

27) Commission Annual Reports: Please provide the Annual Report for the year ending December
31, 2019, filed with the Commission.
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28) Subaccounts: Has the Company added any additional FERC 300 acceunts and/or subaccounts
that were not included in the most recent Commission-approved depreciation acerual rates?

29] Bndget: Please provide the 2019 budget supporting the non-IRP capital expenditures and related
assets. Also, include the assumptions supporting the budget/projected data.

30) Badget: Please provide a NiSource document that approves the Columbia Gas capital budget.

31) Budget: Please provide a Columbia Gas document that splits out the budget by Growth, Age &
Condition, Public Improvement, Betterments, and Support Services that tes back to the overail
NiSource approved capital budget

32)Budget: For 2019, please provide a Columbia Gas document that splits out the hudget
categories—-Growth, Age & Condition, Public Improvement, Betterments, and Support Services—
by blanket projects and specific-type projects and further splits by project type (2.8, 563, 565].

33) Budget: Please provide a list of all budget types included in the CEP with a description of each.

34} Budget vs. Actual: Please provide a variance analysis, cumulative by year, that shows budget by
category, actual, variance, and explanations for variances over and under budget, broken down,
if possible, between blanket and specific projects.

35) Cost Contrel: What steps has the Company taken in 2019 {o contain costs?

36} Labor Costs: . _
a} Please provide the approximate percentage of contractor vs. in-house iabor used for capital
activities for year 2019. '
b) What analysis has been done to determine that the use of comtractors is the least cost
alternative and/or provides the greatest benefit to the ratepayer?

37) Labor Costs: In reference to the demand for natural-gas-qualified construction crews and

resources, please respond to the Following items:

a) Please provide a list of contractors, description of work performed, and amount paid each
contractor that provided services for CEP in 2019.

b} Please describe the impact of contractor costs on the annual cost per total main mile rate for
2019,

¢) Please describe what process and initiatives are in place now and anticipated to manage
contractor costs going forward.

d) How has the demand for gas contractors in Ohio and surrounding states impacted the overall
cost to complete capital work?

e) Ifthereisademand constraint on gas contractors, how has the Company addressed the issue?

38) Other Riders: Has the Company requested and received Commission approval for any rider
other than CEP that allow for recovery of capital additions? If so, how does the Company ensure
that the capital additions reflected in those non-CEP riders are not inchuded in the plant
balances reflected in the CEP.
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39} Retirements: Please provide the population of CEP work orders that were retired for the period
January 1, 2019, through December 31, 2019, by FERC account/sub account and month retived.

40) Cost per Main Mile Replaced: Please break out the 2019 total cost per main mile replaced,
service line replaced, engineering designed service line replacement, growth, and betterment.

41)Policies and Procedures: Follow-up ta Data Request response Set 1, Number 12—
Policies and procedures.
a. Please cite the specific guidance from the Code of Federal Regulations (18
CER]} that supports the accounting for Capital Spares.
b. Please provide the specific Company policy or set of criteria used to support
that the purchase quatlifies as a capital spare.
¢. Please provide examples of what the Company considers a capital spare.

42)Internal Andit: Follow-up to Data Request response Set 1, Number 15, attachment—
Internal Audits. Please provide the summary findings and recommendations, along with
any remediation performed, for the following Internal Audits.

Number 2: Locates process ~ COH

Number 3: Abandonment of Service Line Facilities. CKY, COH, CPA, CMD, CGV

Number 4: Cross Bore Remediation - NiSource Gas Companies

Number 5: Odorization Monitoring Process and Documentation ~ Columbia

Gas Companies _

e. Number 6: Emergency Preparedness and Response Plant NiSource Gas
Companies

f. Number 7: Safety Management System (SMS) 30 Day Iimplementation
Alignment - NiSource -

g. Number 8: Low Pressure system Safety Enhancements - Columbia (Attorney
Client Privilege)

h. Number 9: NTSB Urgent Recommendations Assessment (Attorney-Client
Privilege)

i+ Number 10: Employee Expense & Analytics - NiSource

J.  Number 11: NiSource Corporate Services Cost Allocation -NCS

k. Number 12: Pension Audit NiSource

/o oe

43} Work Orders: Reference Company response to Case No. 20-0049-GA-RDR BRDR No. 1.1,
Attachment A. Please refer to the attached “Sample Selected Based on ~ Case No. 20-0049-GA-
RDR BRDR No. 1.1 - Attachment A” work orders selected from the population of work orders
provided in response to the referenced data request. Please note that the selection is work
orders /projects/programs {hereafter referred to as “work orders”). For each work order on the
list, please provide the following information in sortable Microsoft Excel spreadsheets:

a} Detailed description, scope, and objective of the work, including service area location and
any other identifiers (budget mapping)

b} Work order justification and approval at the highest approval level available based on the
nature of the work order :

c) Estimated in-service date and actual in-service date

Blue Ridge Consulting Services, Inc.
98




Cage Mo, 21-637-GA-AIR
Attachment MET-16-5

Case No. 20-49-GA-RDR Page 99 of 109

Audit of the CEP for the 2019 Annual Adjustiment to the CEP R}der Rate
For Columbia Gas of Ohio, Inc.

d) For non-blanket work orders and blanket work orders, where the specific blanket work
orders can be specifically identified as part of the larger project or program, budget and
total cost with any explanation of variances in excess of 209%.

e) Supporting cost detail for each addition to plant—run of charges by FERC account and units
(The detadl should be by charge code [or charge code description] with amounts by year and
month. Examples of charge code descriptions include such information as payroli,
contractor charges, overheads, other allocations, M&S, Transportation, and employee
expenses.)

f] Supporting detail for retirements, cost of remaoval, and salvage, if applicabie, charged or
credited to plant (Provide the description, units, amount, and date recorded.}

Notes:
s Please send a sample of the detail that will be provided to make sure it is what we
heed.
if you have any questions, please contact.
+ [n the interest of time and associated deadlines, please pravide the data in batches
as they are completed.

447 Follow-up to Data Request response Set 1-43 - Work Orders, Supplemental response Blanket
Work Orders (0579). The response indicated that this is A&C Meter Replacements, The
response also indicates that this code is for the purchase of meters, The response goes on to say -
the residential size customer meters are purchased in bulk when required for a service
replacement or upgrade. The explanation does not appear to fit the FERC aceount charged.
Please explain why FERC account 378 (Measuring and Regidating Station General] is used and
not FERC 381 {Meters). FERC account 378 is normally used for other than gas measurement of
gas deliveries to customers. '

45] Follow up to Data Request response 1-43 - Work Orders Supplemental response Blanket Work
Orders (0565). Please provide the calculation for 2018 and 2019 that allocates service line
retirements to the CEP. '

46} Desktop and Pesktop /Field Audits:
Below is the list of work orders selected for the detailed desktop and desktop/field audits. Due

to travel restrictions associated with the Coronavirus, these will be completed via video
conference,

Deskiop audit

The scope of the desktop audits will be a review of: (1) the project justification and work scope,
(2} final spend by category, and {3) gas flow and pressure models along with GIS one lines
showing pre- and post-construction. In addition, if there are additional data, models and

document’s which support the selection, construction and completion of these projects we are
open to including those in our discussion.
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AuitType Audic & Woek Order (B} CAF Condensed bocatlon Code - Sty af acdufty fy _Sum of actiuity,_cost (3]

Sibeskiop Hbeskiop-0t =iD555.34180080352 -Eolumbus East o a0 § 83,258
i Desktap-0Z 2101555.34180108427 Lake Erie ] 15 147,240
S DeskioE-03 SHISS 734150074330 Otio Vailey 1228 5% 322,918
ADesktop 04 S0565.34B08230032 Unknows 5 71,481
HDasktop-05 #)0565,319 11210032 Urtkriwezy 158 5 340,462 -
- Abeskinp 06 £10565.34813250032 Unknowir a5 % 130,854
SiDesktap-0F 563346132 50042 | Unkwown 95 3§ 130,054
B Deskiom 02 £}0579.3461551001% Unkrioven £20 5 2,868,682
HDeskiop-09 H7609.34150106937 Lake Eris ’ 38 2,845,016
“F Desktop-10- 3)8767.34120105314 Lake Erie 18 15949,378
& Deskfop-1L 9541.34140116964 Teleds ) a1 % 4,699
3 Desktop-12 218541341 70088952 Caluminis East ] T % 2440464
& Desktop-13 ZH9905.34170094919 Great Trails . 4 %5 3,784,769
. HDeskeop-14 $0579.348 17210011 Ll 2356 5 2,806,688 .

Grand Total 5897 & 18,044,164

Note, for the secondary service blanket WO. 0565.34B11210032, our focus will be to better
understand the criteria for which services are to be charged to a hlanket, what details are available
that describe the individual service line sub tasks, and various metrics and processes in place to
provide management and supervision confirmation that work is being completed and within budget
estimates. Included if available will be supporting documentation for sample service work sub tasks
within this blanket work order.

Desl 'Field Audi
As for the field audits, the scope of the field/desktop audits will be: (1) focus areas with visnal
confirmation that equipment is in service, (2} regulating gas flow along with identifying marks
such as Columbia Gas nomenclature, and {3} equipment nameplates that are legible and provide
atiributes of location and equipment specifications.

Audit Tyge Audity .., Work Order |6} CAF Condensed tocatfonCode  Sum of activity quantity  Sum of activity cost (]
o Dasktop/Fleld ‘SOesktop/Fiekkl  SI0579.34B08230011% _“Unknown L A LT T
13 Destkton/Flotd-2 F1095.3410017975L ‘Heartland i 28 2,204,565
i Desktop/Fleid-3 - S9et5IAIS0008553 Columbus East 265 753,928
) D Deskton/Eield-a £19615.34170080085 Columbus Fast : ] 8 4 6,243
Gramd Total i i ’ £94 5 4,584,171

See excel file attached which shows the project detail provided in BRDR-1 to indicate exactly which
projects Blue Ridge would like to audit.

47) CEP Rideyr Application dated February 28, 2020. Please discuss any changes the Company
may have made to the underlying inputs or methodology in Schedules CEP-1 through -13 since
Case No. 19-D438-GA-RDR.,

48] Input ~ 2019 PISCC Rate. Please provide supporting documentation for the Weighted Avg Cost
of Debt applied for January thru March, 5.08%, and for July through December, 5.03%.

49) Input - Projected Bills. Please provide supporting workpapers for the Number of Projected
Bills TME August 2020 by customer class.

50) Input - ADIT on Liberalized Depreciation Calculation. [t does not appear that the Total
Bonus/Repair Rates have been updated from Case No. 19-0438-GA-RDR. Please confirm the
current rates and provide supporting documentation for the value inputs.

51) Input ~ Property Tax Calculation. Please explain what the annual rates applied to CEP
retirements by vintage year represents (Cells C150:C157).

52) Input - NOL. Please provide supporting documentation for the 2019 balance of $£12,454,147_].
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53) Schedule 1¢ — ADIT on Liberalized Depreciation Calculation. Please explain why the
aggregate 2017 MACKS depreciation expense reflected on Line 5 does not tie to the Total on

Line 1%.

jan - Sep 2017 $ 60,147,579
Oct - Dec 2017 . 48,857,964
Total — Line 5 $ 109005539
Total - Line 17 112,036,579
Bifference £3,031.040)

54)Desktop Audit:
Below is the list of work orders selected for the detailed desktop and desktop/field audits. Due

to travel restrictions associated with the Coronavirus, these will be completed via video

conference.

Desktop audit

The scope of the desktop audits will be a review of: {1} the project justification and worl scope,
(2] final spend by category, and {3) gas flow and pressure models along with GIS one lines
showing pre- and post-construction. In addition, if there are additional data, models and
document’s which support the selection, construction and completion of these projects we are
open to including those in our discussion.

Activity Cost  Activity © CAF Condiensed :
Work Order (B) H Quanitity - Location Code
¥ 0555.34180125651 § 229,790.08 " 4.Columpia East
¥ 0555.34180132649 - §  93.552.91 ' 5 Columbia East
¥ 0555. 34190081269 $ 6,190.28 _ Z Ohlo Va!!ey
¥ 0555.34190126168 - § 177,729.19 147 Ohlo Valley
¥ 0555.34190133126 ' $ 21,914.37 " 2 Ohio Valley
P 0559.34190148244 ' § 5645596 3 OhioValey
F 0563 34130125756_ '$ 103 258 85 1 Columbfa East

55) For the following work orders, please indicate the actual main installed and actual new service
lines or meters installed, as applicable,

d.

b.

Work Order 0555.34180089352. The project called for 31 services to be
installed.

Work Order 0555.34180108427. The project called for 3,079’ of new main and
31 new services.

Work Order 0555.34180125651, The project called for 3225 of main to serve 54
customers

Work Order 0555.34180132649. The project called for 1595' of 4" PMMP to
serve new a Subdivision.

Work Order 0555.3419008126%. The project called for 640’ of 2" PMMP to serve
new business—Springer Woods subdivision.

Work Order 0555.341%0126168. The project called for 2398' of 2” plastic to
serve 24 residential customers.

56) Work Order 0559.34190148244. This project added 745’ of 4" PMMP but retired mostly 3" and
144" pipe. Did this project generate incremental revenue because of pipe size change?
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57) Budget Variances: Please explain the reason(s} for the estimates greater than actual.

Work order Number Actual Budget - | % Over Budget

a. 0555.34180089352 $83,258 $60,466 -38%
b. 0555.34180132649 $93,553 $40,270 -132%

c. 0561.34190081108 $69,498 $44,(G39 -58%
ld._0563.34180125756 $i03,259 $34,640 -198%

58] In-Service Dates: Please explain why the following work orders are in the CEP when their in-
service dates are prior to 2019,

Work Order # Estimated In-service Date in-Service Date
a. 0561.34180089579 4/1/19 12/13/18
h. B541.34140116964 12/31/15 6/16/16
c. 9503.34150178168 12/31/16 12/5/17
d. 9615.34160088553 12/31/18 11/8/18
e. 9615.34170089089 12/31/18 12/11/18
f. NCSF18C0OH29C 11/30/18 11/38/18
g. NCSP1BGPSP3C 11/15/19 11/15/18

59] in-Service Delays and AFUDC: For the following work erders, please explain the reason(s) for
the delay and possible over accrual of AFUDC.

Work Order # Estimated In- | In-Service Date Days over
service Date Estimate
a. 8267.34120105814 12/31/15 8/30/19 1338
b. NCSF18COH16C 11/30/18 3/1/19 91
60) In-Service Delays: For the following work orders, please explain the reason{s) for the delay:
Work Order # Estimated In- In-Service Date Days over
service [ate Estimate
2. 8541.34140116964 12/31/15 6/16/16 168
b. 9503.34150178168 12/31/16 12/5/17 339
C.9615.34180089438 12/31/18 7/11/19 192
d. NCSF18COH16C 11/30/18 3/1/19 91

61) The following work orders were allocated projects. Please explain how the costs were allocated
and how the allocation was determined.
a. Work Order NCS18T2670C—Seven utilities were allocated and COH had 37% of that
allecation.
Work order NCSCTRAKX1103C
Work Order NCSCTRAKX1103C
Work Order NCSCTRAKXPYWBC
Work Order NCSF1BCOH16C
Work Order NCSF18COH29C
Work Order NCSP18GPSP3C

@ me on o
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62Z) For the following work orders, please explain why the total work order dollars in the sample
does not equal the cost detail,

Work Order # From Cost Detail From Population Variance
{BRCS-43} {(BRCS-1 Attachment
A)
a. 0565.348308230032 ~ $1,203419 $657,670.44 $545,749
b. 0563.34B11210032 $1,007,198 $1.001,940.64 $5,257
c. 0565.34B12610032 $1,652,363 $1,108,852.08 $543511 [
d. 0565.34B13250032 $1,059,518 $517,420.20 $542,008
e. 0565.34817320032 $92,959 $18,425.50 $74,533
f. 0579.34B15310011 $2,868,6082 $1,027,388.35 $1.841,293
63) Please explain the following charges.
Work order # Questions on Charges Amount Charged |
a. 0579.34B15310011 QOther Maintenance Services $844,021
{ b, 1095.34190179751 Temporary Personnel Services $107,785
¢. 9615.34160088553 Contributions in Aid of Constr -$120,156
~d. 9615.341700890489 Contributions in Aid of Constr (from transCanada) -$876,840
e. NCSCTRAKX1103C Corporate Services - Bill $1,166,907
f  NCSCTRAKXPYWBC Corporate Services - Bill $578,456
g. NCSF18COH16C Corporate Services - Bill $163,000
h. NCSFi8COH29C Corporate Services - Bill - $134,795
i. NCSP18GPSP3C Corporate Services - Bill $1,178,054
j. NCS18T2670GC Corperate Services - Bill $892,504
64) The following work orders are 100% reimbursable, Please explain the positive halances.
Work order # Questions on Charges Amount Charged
a. 9615.34160088553 100% Reimbursahle $441,252
b. 9615.34170089085 100% Reimbursable $6,248

65) Please explain what the charge “Cap. Proj. Not otherwise identified” represents for the following

wark order.
Work order # Questions on Charges Amount Charged
8841.34170088962 Cap Proj not Othrwise identifd $67,389
66) Please explain the credit balance for the following work order.
Work order # Questions on Charges Amount Charged
5615.34170089089 Credit Balance -$103,552
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67) Please explain the debit balance of CIAC for the following work order

Case No. 21-637-GA-AIR
Attachment MLT-16-5
Page 104 of 109

Wark order #

Questions on Charges

Amount Charged

9615.34180089438 Contributions in Aid of Constr {debit balance)

$79,461

68) Work Order 8841.34170088962. Project was in-service 3/19 and $(389,227.75) of retirements
were recorded 8/19. Please explain the delay in retiring the assets and the impact on the

accrual for depreciation.

69} Work Order 9615.34170089089. The scope of this project included stations to be builtat a
different locatiori. Why did this project not record retirements or Cost of Remoaval?

70) Work Order 9615.34180089438. The scope of this project included stations to be builtata
different location. Why did this project not record retirements or Cost of Removal?

71] Work Order NCSF18COH16C. This project was to install | new roofing surface and asphalt
garage aprans, Why did this project not record retirements or Cost of Removal

72) Worl Order NCSFL8COH29C. This project was to install a new concrete parking lot, Why did
this project not record retirements or Cost of Removal?

73] The following are replacement projects with no Cost of Removal charged. Please explain why.

Work Order 0557.34120074380
Work Order 0559.34190148244
Work Order 0561.34190081.108
Work Order 8267.34120105814
Work Grder 8541.34140116964
Work Order NCSF18C0H29C

B po o

74) Prior Recommendations: Follow-up to Data Request response 1-6.c—Please specify the
policies and procedures and provide an explanation for why they satisfied the Company
concerning the Case No. 19-0438-GA-RDR Commission Order addressing 0CC's
recommendation to amend the Company’s policies and procedures to protect consumers from
being charged for assets that are not used and useful as a result of overbuilding for growth
projects that do not result in the expected growth.

75) Prior Recommendations: Follow-up to Data Request response 1-7 f—Columbia's response
indicated that the Company did not work with Staff as recommended and had determined in its
review that no changes were necessary in order to determine how meter movement should be
tracked to clarify recording as capital or expense in various situations and how te ensure the
integrity of the process. The recommendation had come from Blue Ridge’s audit report in which
it noted that the movement of meters from inside to cutside residences is typically charged as
expense, while relocating meters in conjunction with service-line replacements is charged as
capital. In its report, Blue Ridge mentioned that this gives the Company latitude to delay
relocating meters until service lines are replaced. Additionally, the Company does not track the
meters relocated on an annual basis and, therefore, does not know the cost, including
instatlation, for relocated meters expensed and capitalized. Since the Company reviewed the
policies and finds no changes needed, please respond to the following:
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a.

For Columbia Gas of Ohio, hne.

How does the Company maintain the integrity of the process to ensure relocating
meters are not defayed until service lines need to be replaced so that costs can be

capitalized rather than expensed?

How does the Company know the cost, including installation, for relocated meters
expensed and capitalized?

Why did the Company not work with Staff in its review to ensure it understood
Staff's concerns? '

76) Variance Analysis: Reference Schedule CEF-4—Please explain why the 12/31/18 balance of
account 39112 is listed as $2,998,226 when the 12/31 /18 balance for the same account in
Scheduie CEP-4 from case 19-0438-GA-RDR was listed as $3,386,886, a $388,660 difference.

77) Variance Analysis: Reference Schedules CEP-2, -3, and -4—Please provide detailed explanation
{including supporting decumentation} to explain the following changes in accounts:

a.

b,

™

[
3

aal

Im.

n.
0.

p.

Account 30300: significant additions over retirements resulting in a 30.6% increase
in account balanee '

Account 37440: significant additions over retirements resulting in a 132.5%
increase in account balance

Account 37540: significant additions over retirements resulting in a 30.5% increase
in account balance

Account 37625: significant additions over retirements resulting in a 60.7% increase
in account balance

Account 37810: positive retirements of $32, 515

Account 37820: significant additions over retirements resulting in an 84.4%
increase in account balance

Account 37911: positive retirements of $198,333

Account 38012: zero retirements to $117,323 in additions

Account 38110: significant additions with zero retirements resulting in a 53.2%
inerease in account balance

Account 38300; positive retirements of $87,600

Account 38400: significant retirements of ${4,180,890) with no additions

Account 38720: positive retirements of $31,809

Account 38745: significant additions over retirements resulting in a 21.5% Increase
in aceount balance

Account 39111: Significant retirements of $1,416,773 with no additions

Account 39112 significant retirements of ${1,473,585) with additions of only
$60,124

Account 39430: significant additions

78] Follow-up to BRDR-49. Please provide supporting workpapers for the Number of Projected Bills
TME August 2021 by customer class. What inputs and assumptions go into developing the
number of projected bills?

79) Follow-up to BRDR-50. Please confirm 1} the appropriate 2019 repair ratio for mains and
services is 17.19% and 2) that is no change in the mixed service cost ratio from 2018.

80} Follow-up to BRDR-51. Please provide the supporting calculation for the 53,07 percent in 2019,
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81) Follow-up to BRDR-52. Please pruvide supporting documentation for the $62,063,811 NOL
recorded in the financial records as of December 31, 2019,

82} For the following list of Activity Codes / Job Type, please fill in the blanks with a longer
description of what each activity code entails.

Job :
Type Budget Class Definition
0555 | Growth Mains—New Business
0557 | Age & Condition Mains—leak Elimination
0559 | Betterment Mains—Service Improvement
0561 | Public improvement Mains—Street lmprovement
0563 | Growth Service Line—New {specifics and blankets)
0565 [ Age & Cendition Service Line—Replacement (blankets)
0579 | Ape & Condition A&C Meter Renlacements (hlankets)
0889 | Shared Services Allocation . .
0915 | Support Services Miscellanecus—primarily used for tool purchases {blankets)
1091 | Growth
1095 | Betterment
1811 | Growth
7609 | Betterment
8267 | Betterment
8541 | Betterment
8841 | Public kmprovement
9503 | Betterment
9615 | Betterment
9905 [ Betterment
NCS Support Services

83) Follow-up to Data Request 43. Please provide the Charge Type Definition for the following
Charge Types {Column F} within the Additions tab of each work arder detail.

a)
b)
<)
d)
f)
g
h)
i)
)
k}
1)

1
2
3
4
5

7

11
19
24
26
27
31
m) 35

84) Please provide cost detail for the below list of retivement work orders
a} Follow-up to response to Blue Ridge Data Request 65: 9615.34170089136
b) Follow-up to response to Blue Ridge Data Reguest 69: $615.34180089272
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c} Follow-up fo response to Biue Ridge Data Request 70: 9615.34190089882
d) Follow-up to response to Blue Ridge Data Request 73: 8268.34120105815
e} Follow-up to response to Blue Ridge Data Request 73: 8542.34160117928
f) Follow-up to response to Blue Ridge Data Request 73: 0558.34190074381
g) Follow-up to response to Biue Ridge Data Request 73: 0560.34190148245
k) Follow-up to response to Blue Ridge Data Request 73: 0562.34190081109

85} Follow-up to BRDR-52 and -B1. Please provide the actual NOL reported on Columbia’s Audited
Balance Sheet as of December 31, 2018 and 2019. Are there any reasons why use of the audited
value would not be appropriate in lieu of the earlier estimate developed by the departed tax
employee?
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APPENDIX C: WORK PAPERS
Blue Ridge's workpapers are available on a USB Flash Drive) and were delivered to the PUCO
Staff per the RFP requirements.

¢ Desk Audits Info
o Columbia Gas OH 2020 Desk Field Audit May 27 2020.docx
o Copy of Sample Selected Based on - Case No. 26-0049-GA-RDR BRDR No. 1.1 -
Attachment A JF CAF vr2.xisx
+ Past Audit Data Responses
17-2202-GA-ALT - CEP AUDIT DR Set 1 No 14.pdf
17-2202-GA-ALT - CEP AUDIT DR Set 7 No L.pdf
17-2202-GA-ALT - CEP AUDIT DR Set 7 No 9.pdf
17-2202-GA-ALT - CEP AUDIT DR Set 7 Ne 10.pdf
17-2202-GA-ALT - CEP AUDIT DR Set 7 No 11.pdf
17-2202-GA-ALT - CEP AUDIT DR Set 7 No 12.pdf
17-2202-GA-ALT - CEP AUDIT DR Set 7 No 15.pdf
17-2202-GA-ALT - CEP AUDIT DR Set 9 No 4.pdf
17-2202-GA-ALT BRCS DR Set 7-1 Attachment A.pdf
17-2202-GA-ALT BRCS DR Set 7-1 Attachment B.pdf
19-438-GA-RDR BRCS DR Set 1 No. 3 Attachment Axlsx
19-438-GA-RDR BRCS DR Set 1 No. 56 Attachinent A.pdf
19-438-GA-RDR BRCS DR Set 1 No. 58 Attachment A.pdf
19-438-GA-RDR BRCS DR Set 1 No. 58 Attachment B.pdf
19-438-GA-RDR CEP AUDIT BRCS DR Set 1 No 3.pdf
19-438-GA-RDR CEP AUDIT BRCS DR Set 1 No 24.pdf
19-438-GA-RDR CEP AUDIT BRCS DR Set 1 No 37.pdf
19-438-GA-RDR CEP AUDIT BRCS DR Set 1 No 56.pdf
19-438-GA-RDR CEP AUDIT BRCS DR Set 1 No 57.pdf
19-438-GA-RDR CEP AUDIT BRCS DR Set 1 No 58.pdf
19-438-GA-RDR CEP AUDIT BRCS DR Set 1 No 62.pdf
e  Work Order Testing
WP 20-0049-GA-RDR - CEP AUDIT BRCS Set 1 No 43 - Additions.xisx
WP 20-0049-GA-RDR BRCS Set 1 No 1 Attachment A - Final Sample.xisx
WP 20-0049-GA-RDR BRCS Set 1 No 1 Attachment A - Pulling Intial Samplexisx
WP 20-0049-GA-RDR BRCS Set 1 No 1 Attachment A - Pulling Judgement
Samplexisx
o WP 20-0049-GA-RDR Columbia Gas CEP Matrix CONFIDENTIAL Final.xisx
o WP 20-0049-GA-RDR Sensitivity, Sample Size and Interval.xlsx
¢ WP 20-0049-GA-RDR - CEP AUDIT BRCS Set 1 No 23 Attachment A Backlog.xlsx
« WP BRCS CEP Financial SchVariance Analysis.xlsx
» WP CEP Expenditures by Category and Growth by FERC Account from 2011-2019 20-0049-
GA-RDR - CEP AUDIT BRCS Set 1 No 1 Attachment AxIsx
¢ WP Impact of Adjustments - CEP AUDIT BRCS Set 1 No 3 - CEP Financial Schedules.xlsx
¢« WP Rev Req 19-0438-GA-RDR BRCS DR Set 1 No. 3 Attachment A (Audit Adjusted).xlsx
* WP Rev Req 20-0049-GA-RDR - CEP AUDIT BRCS Set 1 No 3 - CEP Financial Schedwles.xlsx
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This foregoing document was electronically filed with the Public Uiilities
Commission of Ohio Docketing Information System on

6/17/2020 9:43:32 AM

Case No(s). 20-0049-GA-RDR

Summary: Audit Audit of the Capital Expenditure Program For the 2019 Annual Adjustment o
the CEF Rider Rate For Columbia Gas of Ohio, Inc. electronically filed by Mrs. Tracy M Klaes
on behalf of Blue Ridge Consulting Services, Inc
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Ohi o Public Utilities Commissloners
Commission Bl i

Bennis B Deters

Mike DeWine, Governor
i ne, Governo Pansel B. Conway

Sam Randazzo, Chairran

June 30, 2020

Docketing Division

Public LHilities Commission of Ohio
180 East Broad Street

Columbus OH 43215

RE:  In the Matter of the Annuat Application of Columbia Gas of Ghio, Inc. for an Adjustment
fo the CEP Rider Rate, Case No. 20-49-GA-RDR.

Dear Docketing Division:

Enclosed please find the Staff's Review and Recommendation in regard to Columbia Gas of
Ghio, Inc.’s application in Case No. 20-49-GA-RDR for approval of its capital expenditure
program rider rate adjustment.

Sincerely,

i S Jenbinctrn

Tamara Turkenton

Director, Rates and Analysis Departinent
Public Utilities Commisston of Ohio

Enclosure
Ce: Parties of Record

%30 East Broad Street {&'14) 465-3016
Lolinshus, Chio 33215-3753 weww, PUCG ohio.gov

A equal opportunity emplover and service provider
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Columbia Gas of Ohip, Inc.
Capital Expenditure Program Rider
Case Ne. 20-49-GA-RDR

INTRODUCTION

In accordance with the Public Utilities Commission of Ohio’s (PUCO or Commission) Opinion
and Order in Case No. 17-2202-GA-ALT (Order),! on February 28, 2020, Colambia Gas of Ohio,
Ine, (Columbia or Company} filed an application to adjust its Capital Expenditure Program {CEP)
Rider rate in Case No. 20-49-GA-RDR.

On February 26, 2020, the Conunission selected Blue Ridge Consulting Services, Inc, (Blue Ridge
or Auditor) as the audifor to assist the staff of the PUCO (Staff) in performing the review of the
necessity, prudency and reasonableness of capital expenditures and deferrals refated to Columbia’s
CEP Rider.

On June 17, 2020, Blue Ridge subnaitted its Audit of the Capital Expenditure Program For the
2019 Annual Adjustment to the CEP Rider Rate for Columbia Gas of Olio, Inc. (Blue Ridge
Report}.

This report by Staff provides Staff’s conclusion and recommendations to the Commission in regard
to Columbia’s application to adjust its CEP Rider as filed in Case No. 20-49-GA-RDR.

BACKGROUND

Under R.C. 4929.111, a natural gas company may filé an application: to implement a capital
expenditure program {CEP) for infrastruchiere expansion, improvement, or replacement;, to install,
upgrade, or 1eplace information technology sysiems; or to comply with rules, regulation, or orders
of the Commussion or other govemnmental entity having jurisdiction. If the Commission finds that
the CEP is consistent with the Company’s obligation to furnish necessary and adequate services
and facilities, and finds those services and facilities to be just and reasonable, the Conmmission
shall approve the application and authorize deferral or recovery of both a regulatory asset for post
in-service carrying costs (PISCC) on the portion of assets of the CEP placed in service but not
reflected in rates as plant in service, and a regulatory asset for fhe incremental depreciation and the
property tax expense directly attrtbutable to the CEP buf not reflected in rates.

In 2011, the Company filed an application to impiement a capital expenditnre program and modify
its accounting procedures in Case Nos, 11-5351-GA-UNC and 11-5352-GA-AAM. The
Commission limited the CEP deferval authority from Octaber 1, 2011, through December 31, 2012.

! I the Matter of the Application of Columbia Gas of Ohio, Inc. for Approval of an Alternative Form of Regnlation
to Establish o Capital Expenditire Program Rider Mechanism., Case No. 17-2202-GA-ALT, Opinion and Order
{Mov. 28, 2018).
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The Commuission authorized the Company to accrue CEP Deferral expense unfil the rates to
recover the defertals for the Smrali General Service (SGS) class reach $1.50 per month ?

In 2012, in Case Nos. 12-3221-GA-UNC and 12-3222-GA-AAM, the Commission aithorized the
Conpany to contimee its CEP Deferral beyond December 31, 2012, up and fo the fime where the
accrued deferral would generate rates that result in an increased nonthly charge of more than $1.50
per month for the SGS class.?

In 2018, in Case No. 17-2202-GA-ALT, the Commission authorized the Company to implentent
a new alternative rate plan and create the CEP Rider to recover historic and ongoing CEP costs
and CEP deferrals (CEP Investment). The rates for incorporating historie CEP Investments through
December 31, 2017 were set for SGS customers at $3.51 per meter per month.? The rates for
recovery of ongeing CEP Investments were capped for SGS customers at $1.05 as a total rate cap
of $4.56 starting in September 2019.%

COLUMBIA’S APPLICATION FOR CEP RIDER

Columbia filed its Application to adjust the CEP Rider rate for SGS to $5.01 beginning September
2020.° The CEP Rider’s reverme requirement for CEP mnvestment through Dec. 31, 2019 is
$107,395,454. The Company calculated a total revenue requirement for 2019 investments of
$19,796,1957 and an under recovery from the prior year of $1,688,890 resulting in a revene
reqtlimment of $19,796,165. CEP Investments inchided plant additions of $185,111,735 and
retiremients of $23,322,006 for total plant in service of $161,789,728; accumulated depreciation of
$57,050,820; and tofal deferred expenses and total deferred taxes on expenses {(depreciation,
PISCC, and property tax) of $11,662,733. Amualized operating expenses include depreciation,
deferred depreciation amortization, PISCC amortization, property tax expense, and deferred
property tax expense amortization.

THI CEP RIDER INVESTIGATION

Staff divided its review info two parts: 1) investigating the application and supporting schedules
fo determine if Columbia’s filed exhibits justify ‘the reascnableness of the revenue requirement
proposed by the Company that is used as a basis for the adjustnient; and 2) plant investigation
performing the review of the necessity, prudency and reasonableness of capital expenditures and
deferrals related fo Columbia’s CEP Rider. The Commission selected Blue Ridge as the auditor
to assist Staff in conducting the plant investigation.

2 In the Matter of the Application of Columbia Gas of Ohio, Inc. for Approval fo Inplement ¢ Capital Expenditire
FProgreon, Case No. 11-5351-GA-UNC. er af,, Finding aad Order at 12-13 (Aug. 20, 2012).

3 In the Matter of the Application of Columbia Gas of Ohic, Inc. for Approval fo Inplement a Capital Expenditure
Program. Case No. 12-3221-GA-UNC., ef al., Finding and Oeder at 5 (Oct. 9, 2013).

* In the Matter of the Application of Colwmbia Gas of Ohio, Inc. for Approval of an Aliernative Form of Regulation
fo Estabiish « Capitol Expenditure Program Rider Mechanisn, Case No. 17-2202-GA-ALT, Opinion and Order af
14 (Nov. 28, 2018}

3Hd. a 19.

8 Application, At A (Feb. 28, 2020).

¥ The Company calenlated the 1evenue requirement by multiplying reported 2019 CEP Investments of $93,076.175
by the rate of retorn {9.52% pre-tax) and addiag annualized operating expenses of $9,246,453.
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Staff reviewed the Company’s Application and supporting testinzony, analyzed documentation
associated with expenses and deferrals for depreciation, propeity tax, and PISCC. Staff also
reviewed proposed tariffs, bill hnpacts, and revenne requirement calenlations. As part of ifs review,
Staff issned data requests, contacted Company representatives to obfain clarifying and follow-up
data, and performed independent analysis when necessary. Finally, Staff reviewed the Order and
stipulation from Case No. 17-2202-GA-ALT and the Qrder and statement of issues fron: Case No.
16-438-GA-RDR to ensure the Company was in compliance with all recommendations and
requarenents.

Blue Ridge conducted as audit of Colunibia’s CEP capital expenditures. The audit reviewed the
accounting accieacy and nsed and nseful nafire of Columbia’s non-IRP capital expenditures and
related assets and corresponding depreciation reserve for investinents and deferrals from January
1, 2019 through December 31, 2019. The audit also assessed their necessity, prudency, lawfulness,

~and reasonableness. Blue Ridge reviewed information required by the RFP and provided in
response to data requests, conducted interviews, performed virtual field mspections and desk top
reviews, reviewed the Compauy’s processes and procedures, and perfornied vartous analyses as
detailed in the Blue Ridge Report.

STAFEF’S RESPONSE AND RECOMMENDATIONS

Staff has completed its investigation of Columbia’s proposed CEP Rider application. Staft fully
adopts the Bine Ridge Report. Base on auditor recommendations, the new rate is $5.00 for
residential customers. While Staff agrees with and adopts the recommendations in the Bhie Ridge
Report, Staff specifically highlights that the Company should:

1. Revise deferred inconie taxes on liberalized deprecration for vintage 2017 and 2019 plant
m'service. . ’ : " .

2. Track meter relocations on an annual basis and indicate whether the costs are expensed or
capitalized.

3. Formally docuiment policies and procedures for the preparation and approval of work
orders, damage claims, accounting/journal entries, or allocations.

4, Track and document how each growth project met or did not meet its goal in order fo
ensure that the assets placed in service are both used and useful and not overbuilt either in
length or dianeter.

5. Continue to ensure retirements and cost of removal are recorded at the same time as the
replacement assets.

6. Continue to track incremental revenues.

Staff notes that the Commission ordered compliance in prior CEP cases for the following items:
2. track meter relocations; 3. document certain policies and procedures, and 4. track growth
projects and goals met.® Based on recommendations by Blue Ridge in their report docketed on
June 17, 2020, Colambia did not adequately comply with these items. Therefore, Staff finther
recommends that the Company address these items by March 1, 2021 in their next annual CEP
filing, Specifically, Staff recomumends that the Company’s next CEP filing include: an assertion

8 Sea In fhe Matier of the Ammual Application of Cohanbia Gas of Ohio, Inc, for an Adjistnent to the CEP Rider
Rate, Case No. 19-438-EL-RDR. Finding aud Order (Aug. 28, 2019).
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by an officer of the Company that Columbia has complied with the reconmmendations, provide
detatled steps the Company has taken to comply with the recommendations, and upon request
provide written decumentation to demonstiate compliance.

Based upon the mvestigation described above, Staff believes that in all other areas the Company
has supported its filing with adequate data and information to ensure that the CEP Rider revenue
requirement and resulting rider rates are just and reasounable. Therefore, Staff recommends that the
Commission approve Columbia’s Application for the CEP Rider as modified by these conmments.
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This foregoing document was electronically filed with the Public Utilities
Commission of Ohio Docketing Information System on

6/30/2020 2:13:20 PM

in

Case No(s}). 20-0049-GA-RDR

Summary: Staff Review and Recommendation in the Matter of the Annual Application of

Columbia Gas of Chio, inc. for an Adjustment to the CEP Rider Rate, Case No. 20-43-GA-
RDR. electronically filed by Ms. Nicci Crocker on behalf of PUCO Staff
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COH Odorization Project
Devin.Mackey@puco.ohio.gov,
Melisea L Thompson to: Jason.Mumma@puco.ohio.gov, 02/08/2022 11:26 PM

Jonathan.Borer@puco.ohio.gov,
Cc.  Benjamin Freiman, Nicole Shultz

Bee: Melissa L Thompson

Good evening, ' '
To follow up our field audit, below please find a picture of a farm tap setting and POD that were both
included with the COH odorization project.

Best,
Melissa

Melissa L. Thompson
Director of Regulatory Policy
Columbia Gas of Ohio, Inc.
290 W. Nationwide Blvd.
Columbus, Ohio 43215
Office: (614) 460-5542
Maobile: {614) 315-3391
Facsimile: (614) 460-8440
mlthompson@nisource.com
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Howard T. Morarty Co., Inc.
143 Broadway Toledo, OH 43604 Pageiofl
(419} 243-3111 - FAX {419} 243-5708
wynw. hbtntaleda.com 6
Acoount Salesperson SALES INVOICE Date: nvoiceNo. U k K
55088 Jeft Ladd 6-15-2020 11538 (x\‘ak
Soldto: 12 JeffLadd Shipto: \
*columbia Gas Of Qhio COLUMBIAGAS OF QHIO
C/o: Nancy Molinaro Id#461519 . 300 LURAYDRIVE .
£.0. Box 30130 WIMTERSVELE,OHIO
College Station TX 77842 C/O NANCY MOLINARO
Ship Via;
Enterad By Purchase Order Job No. Customer Contact QOrd Date Customer Phone #
Jeff Ladd 5368 74(-266-5940 6-09-2020 730-766-5940 |
Part Mumbar Bescription Meter Out Ord Ship B/C UnitPrice FExtended
523606912 STIHLKM 111R KOMBIHEAD 1 1 34200 34200
SN 523666512
523606931 STIHLKM 111R KOMBIHEAD 1 )3 342.00 34200
S/N 523506931
523606932 STIHL KM 11 1R KOMBIHEAD o1 1 34200 34200
§/W 573606932 :
523606938 - STIHLKM 111R KOMBIHEAD 1 1 342.00 34200
5/N 523606938 '
523606941 STIHL KM 111R KOMBIHEAD 1 1 342.00 342.00
57N 523606941
KW-KM POWER SWEEP AT TACHMENT 5 5 285.00 1,425.00
KB-KM BRISTLE BRUSH WITH SHAFT 5 5 288.00 1,440.00
SL ot §4,575.00
Sales Tax 7.25% $0.00
Tt 4, 575.00
Faid $0.00

Halance $,575.00
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Bob Scullion & Associates, Tnc, * ””407’/’9 Aneon 62973 invoice

9703 Guildford Dr. Dats ——
Allison Park, PA 15101
P: 412.363.5350 S9f2 12020 251G
F; 412.363.9%a6
Bilt Te Ship Te
Columbis Gas of Ohio Columbia Gas of Ohio
PO Box 30130 3101 North Ridge Rd. E.
College Station, TX 77842 Lorain, QO 44G33-3767
Attn:AP/Tracy Johnson
P.O. Number Terms Rep Ship Via F.OB. Project
Net 30 Bob 92172020 Best Way
Quantity ltem Code Description _ Price Each Amount
3| 15-316-300-GL Ser | Jameson Gas Linc Tracer 3716" x 300" Tiberaiass Rod and Recl- R92.7G 2.678.10
with Titegrated Stulling Box and Grounding Equipment
2 ZIG-E;TEE Tamcson 2" EF Tee, 45 Dogree Angle 24735 494,70
2| 16-4-TEE Jameson 47 EF Tee, 45 Degree Angle 31525 630,50
1| 16-2-TEE Tamcson 2" EF Tee, 45 Degree Angle 24735 247.35
1| Freiglt Out Freight Charged To Customers To Be Added 289.71 28971
Short puy from poiPO5410%#*
Total $4.34036
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Remit to: GF
PO Box 849792 Dallas, TX 752849792 + +
Accounting office 405-273-6302, fax. 405-878-4940 b -
. age

Invoice Reference: 259065986 of 03/31/2020 9

Bill-to: Ship-to

COLUMBEA GAS ACCTS PAYABLE NISOURCE

C/O SRAMOS ID# 131945 SPRINGFIELD OH-OP CTR

PO BOX 30130 2101 WMAIN ST

COLLEGE STATION TX 77842 SPRINGFIELD OH 45504

Sold-to: Payer:

NISOURCE NISOURGCE

2101 WMAIN ST 2101 W MAIN ST

SPRINGFIELD 45504-3017 SPRINGFIELD 45504-3017
Customer 608385 Belivery-No. 194677781 Delivery date  (3/30/2020
Your PO No. PO5S660 Order-No. 257023864 Qrder date 03/27/2020

Contact Branda Gabel
Telephone + 1 405 878 3983
_ . e-Mail Brenda Gabel@georgfischer.com

Tracking number 127301170390679837
Terms of delivery ZPP PREPAID
Terms of payment Up to 04/10/2020 you receive 1.000 % discount
Date of payment Up to 04/30/2020 without deductian
Requester: Jodi Filcher
PRNo.: PRi0440
Pos Code no. Quartity Frice Biscount Net.Price Net value

Description Unit {tnit, Surcharges  fLnit usD
10 360028067 2 EA 3,666.84 3,666.84 7,333.68

EF PROCESSOR MSA 340, 115V, WITH CASE, SCANNER KIT, BARCODE, MANUAL AND CP MODES SERIAL # §TD. FIRMWARE
VERSION .

Old item no.: 10014376
Tracking No. 1Z27301170390678837

Net sales amount 7,333.68
TOTALAMOUNT usp 7,333.68
Signature

Requester: Jodi Filcher
FR No.: PR10440

The tezms end conditions may ke obtained via the Internst at hhtp:f/gfpiping/ GFCPdocs/ TermsandCond. pdf
Geory Fischer Central Plastics LLC,

39605 W Independence 8., SHAWNEE OK 74804
Tel:{(405)273-6302, Toll Free: (800)554-3872,
Internet:hiip/iwww .centralplastics.com, E-mail: gfcentralaccountsreceivable@georgfischer.com
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+GF+

Invoice Reference: 259065986 of 03/31/2020

The terms and conditlons may be obtained via the internet at hitp-ifgfpiping!GFCPdecs/ TermsandCond. pdf

Georg Fischer Central Plastics LLC,

39805 W Independence St., SHAWNEE QK 74804

Tel.:(405)273-6302, Toll Free:(800)654-3872,

Internet:hitp./fwww .centralplastics.com, E-mail: gfcentralaccountsreceivable@georgfischer.com

Page 2/ 2

et




Remit to:
PO Box 849792 Dallas, TX 76284-9792
Accounting office 405-273-6302, fax. 405-878-4940

Invoice

Bill-to:

COLUMBLIA GAS OF OHIO
3550 JOHNNY APPLESEED CT
COLUMBLIS O 43231-4985

Case No, 21-637-CA-AIR
Attachment MI.T-19-5
Page 5 of 44

+GF+

Page t/ 1
Reference: 258076832 of 07/01/2020

Ship-to

COLUMEBIA GAS OF OHIO
3550 JOHNNY APPLESED CT
CCLUMBUS OH 43231-4985

Payer:

NISOURCE

1039 EPENNSYLVANIA
SOUTH BEND 46601-3717

Customer 610183 Delivery-No. 194860201 Delivery date 07/01/2020
Your PO No. PO5493 Order-No. 257027018 Order date 06/26/2020
Contact Brenda Gabel
Telephone + 1405 8738 3983
. e-Mail Brenda.Gabel@georgfischer.com
Tracking number 7604734281
Terms of delivery ZFP PREFAID
Ship Via FEDEX FREIGHT EAST
Terms of payment Upto 67/11/2020 you receive 1.G60 % discount
Date of payment Upto 07/31/2020 without deduction
Pos Caode no. Quantity Price Discount Net.Price Net value
Description Unit fUnit. Surcharges  fUnit usD
10 360029067 10 EA 3.666.84 3,666.84 36,688.40

EF PROCESSOR MSA 340, 115V, WITH CASE, SCANNER KIT, BARCODE, MANUAL AND CP MODES SERIAL #

VERSBION ,
Old item no.: 10014376

Tracking No. 7604734281

STO. FIRMWARE

Net sales amount 38,668.40
TOTAL AMOUNT usp 36,663.40
Signature

The ternms and conditions may be obtained via the Internet at hhip:/fgfpiping/ GFCPdocs/ TermsandCond. pdf

Georg Fischer Central Plastics LLC,
39605 W Independence St., SHAWNEE OK 74804
Tel.:(405)273-6302, Toll Fres:(800)654-3872,

Internet:htip:/fwww ceniralplastics.com, E-mail: gfceniralaccountsreceivable@georgfischer.com
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54 E. Summit St. PO Box 468 <
. Norwalk, OH 44857 Invoice
PH {419) 668-9533 -
Fax {419) 668-2179 Date Invoice #
& -
Q‘C’ www.kuhimaninstriiment.com 8/25/2020 49065

/ Ship To
B To_ - . Columbia Gas /Manor Columbus
NiSource Accts Payable Columbus, OH 45228
PG Box 30130 ATTN:Ryan Aliff
Collega Station, TX 77842 PO # 5575
P.0. Number Terms Na. of Packages Ship Via
125581 Amy White Net 30 4 8/25/2020 UPS
Qty Description Price Each Anount
4 Upgrade Kit - 1500 Pelfican Data logger case w/ 300 WP & ft Yeliow 582.25 2,369.00

hose with fitings, Printer & adapter
THE UNITS ARE INSIDE OF CASES
SHIPPED WITH INVOICE # 49064

UPS Tracking # Subtotal $2,369.00

Thank you for your business. Sales Tax {0.0%) $0.00

Please send payment to : PO Bax 488 MNorwalk, OH 44857 Total $2 369.00
. .

As of 8/01/2(1M8 - MECHANICAL INSTRUMENT REPAIR POLICY :
REPAIR ESTIMATES THAT ARE NOT APPROVED WITHIN 20 DAYS WILL BE SERT BACK NOT REPAIRED.




54 E. Summit 5t. / PO Box 468

. Norwalk, OH 44357

PH {419) 665-9533

2 Fax {419) 668-217¢9
www.kihimaninstrument.com

Bill To
Celumbia Gas of Ohio
NiSource Accts Payable
PO Box 30130

Case No. 21-637-GA-ATR
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Invoice

Date Invoice #

8/25/2020 49069

Ship To

Columbia Gas of Ohio, Inc
843 Piatt Ave.

Chillicothe, OH 45601
Attn: Scott Cline

College Station, TX 77842 PO #5578
P.O. Number Terms Mo. of Packages Ship Via
125381 Amy White Met 30 4 8/25/2020 uePs
Qty Description Price Each Amaunt
4 Upgrade Kit - 1500 Pelican Data logger case w/ 300 WP & ft Yellow 59225 2,368.08
hose with fittings, Printer & adapter
UNITS ARE INSIDE OF THE CASES
SHIPPED WITH INVOICE # 40088
UPS Tracking # Subtotal $2,369.00
Thank you for your business. Sales Tax {0.0%) $0.00
Please send paymenito : PO Box 468 Norwelk, OH 44857
pay Total $2,369.00

As 0of 8/01/2018 - MECHANICAL INSTRUMENT REPAIR POLICY

REPAIR ESTIMATES THAT ARE NOT APPROVED WITHIN 2¢ DAYS WILL BE SENT BACK NOT REPAIRED.
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Invoice
Invoice Mumbar: Q07267414
Invoice Date:  9/10/2020
Morain Sales and Services, Ing,
121/ Sah Springs Rd.
Mineral Higge, (3H 44440 Order Mumber: 0046186
1330} 652-8448
(330} 652.2899 Crder Date  S/4/2020
Salesperson: Q003
Gustomer Number: € _TOLE
Sald Te: SEP 16 Ship To:
COLUMBIA GAS OF QHIQ ) - 2@2@ COLUMBIA GAS OF OHIC
AP Scphia Ramos - 131945 5 2901 E MANHATTAN BLYD
P.O. BGX 30130 ‘ SHARE:971
COLLEGE STATION, TX 77842 H TOLEDD, OH 435611
Conflrm To:
SOFIA RAMOS
Customer F.O. Ship VIA F.0.B. Torms
B318 DROF OFF QORIGIN Net 30
ltermn Code bnit Shipped Back Ordered Price Amount
C-360029235 2 1PS FSEQ RTRY PEELR
Wheo: 001 EACH 3 3 0 &70.700 1.959.U8
C-3600292 26 F 1P ESCO RTRY PEELR
Whige; 101 CAGIH 3 J 0 837140 2, 10807
C-3pNN29227 4IPS FSEQ RTRY PEFLR
WI1_59: Q01 EACH 3 3 1] 960.970 2162 18
A2 14B0T SOCKET FLSICON KT
Whse: 001 FAH L] 1 ) 165207 G.i‘ﬂﬂ.ﬁ
5,000 of this
charna
N [nviiee: 12,435 00
t.ess Discount 2.00
Freight: 0.00
Sales Tax: .00
Alate charge of 1.5% will be added to past due sceounts
S Involce Tofal: 12 438.049
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M.T. DEARON,
A DIVISION OF 560, INC,
P. 0. BOX 101807 PAGE 1
l‘nm_ﬂ.! BIRMINGHAM, AL 35210-8807
UNITED STATES
(205)-956. 2266 INVOICE DATE B/28/2020
INVOICE NQ 88101
A BIVISION OF (565
g COLO25 000002
o COLUMBIA GAS NISOURCE COLUMBIA GAS/ MANSFIELD, OH
NISOURGE AGCOUNTS PAYABLE 1021 NORTH MAIN STREET
PO BOX 30130 L pMANSFIELD, OH 44803
COLLEGE STATION, TX 77842 P
T T
o o
TOTAL DUL 727.97
5151 SLS2  DUE DATE DISCDUEDATE  ORDERNOD ORDER DATE SHIF NO
0q 92712020 BI2&I2020 123078 BF2B/2020 F185613014876
TERMS DESCRIPTION CUSTOMER P MO SHIF VIA SHIP DATE
NET 30 7951 FDEX PPD/CHG B/2712020
ITEM D TXCL UNITS ORDERED SHIPPED UNIT PRICE EXTENSION
TRIT100 1 [ACH 1 0 3,523.0000 0.00
1" POLYTARPP ACC. CARRY CASE W/FOAM
& 1" CUTTCR W/PILOT, ADAPTER, TEST CAF & WRENGH
{LBCEX)
Lot No Serial Mo
TR . 1 EAGI 1 n 4,791,000 0.0
4" POLYTAPP ACC. CARRY CASE W/FGAM
& 6" CUTTER WRILU |, ADAPTER, T | CAPR & WRENGH
1/8OX)
Lat Mo Serial No
TRI113004 1 EACH 2 1 226.0000 226.00
CLAMP FOR 4" POLYTAPP VALVE
Lot No Serial No
TR 13006 1 CACH 2 e 243.0000 486.00
CLAMP FOR 6" POLY YAPP VALVE
Lot Mo Sorial Mo
\\\\\\\l\\\\\\\\\\I\\\“\\\\l\“\\\ RCVD
*
*xPATCH SEP ¢ 2 2628
0D SALES TAX
0.00
We appreciata your business.
TAXABLE NONTAXABLE FREIGHT SALES TAX MiSC TOTAL
0.00 712.00 15.37 0.00 0.00 727.37
TOTAL DUE ¥31.37
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M.T. DEASON,
A DIVISION QF 1SCQ, INC.
B i | PO BOX 0807 PAGE 1
' MT@) BIRMINGHAM, AL 352106807
UNITED STATES
y F (205)-056-2266 INVQICE DATE Of3f2020
\% #/ INVOICE NO 88172
A DWVISION OF isco SEP @ g 2
P CULOZY ooz
COLLUMBIA GAS NISOURCE COLUMBIA GAS! MANSFIELD, OH
NISOQURCE ACCOUNTS PAYABLE 1021 NORTH MAIN STREET
PC BOX 30130 MAMNSFIELD, OH 44903
COLLEGE STATION, TX 7742 P
T T
0 o
TOTAL DUE 3,538.37
51.81 8LS2 DUE DATE DISC DUE DATE ORDER NQ DRDER DATE SHIF NO
03 107342020 9f32020 123000 {/26/2020 9186613021g4
TERMS DESGRIFT 1ON CUSTOMER MOND SN VIA SHIF DATE
MET 30 7451 FDEX. PRLYCHG SfZf2020
{FEM ID TXCL UNITS QORDERED SHIPPED UNIT PRICE EXTENSION
TRI11080 1 EACH | 1 3.523.0000 3.823.00
1" POLYTAPP ACC. CARRY CASE W/FOAM
4" CUTTER W/PILQT, ADAPTLER, TEST CAP & WRENCH
FHINOX)
Lot No Serial No
“TRI11S 1 EACH 1 0 4,291.0000 0.00
§" POLYTAPF ACC. CARRY CASE WT-OAM
& 8" CUTTER W/PILOT, ADAPTER, TEST CAP & WRENCH
{(1/BOX)
Lot No Serial Mo
TR 13004 1 EACH 1 0 226.0000 0.00
CLAMP FOR 4" POLYTAPP VALVE
Lot No Serial No
00 SALES TAXR
0.00
Wi approciate vour businese,
TAXABLE NONTAXABLE FREIGHT SALES TAX MISC TOTAL
0.00 3,823.00 18,37 0.00 Q.00 3,638.37
PRIOR INVOICES 727.37 TOTAL DUE 3,538,097
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Fw: COH - Construction September 2020 BtoA
Joshua Short ' Mitchell O'Brien 11/02/2020 10:00 AM
o Dylan Koleff1

Hello again Mitcheil,

Please et me introduce Dylan who is transitioning into my role as I prepare fo leave Nisource through the
offered VSP. Dylan, Mitchell has been helping us with O&M to capital reclasses within the COH
Construction group.

As you can see in the exchanges below, we had a few more TDW items sneak through in September prior
to the group corracting the probiem and | am hoping that you can help us in the same way as last time with
a reciass of the items listed below from O&M to capital.

B S T szam\ gvaonoc0 004
\D 550,66

Please let us know if that is something you can dp in October’s : ing further.
Thank youl, ! . 4. 957 40
Josh Short 2,720.71 SW
. NiSource Gas Distribution ) .
240 W. Nationwide Blvd. 4 8.45' 13
Cotumbus, Chio 43215 |21,696.46

Office: 614-460-5489
----- Forwarded by Joshua Short/NCS/Enterprise on 11/02/2G20 05:45 AM --—

Fromn Jim Cole/NCS/Enterprise
To: Joshua Short/NCS/Enterprise@NISOURCE,
Ce: Christopher Ludwig/NCS/Enterprise@NISCURCE, Amy White/NCS/Enterpriss@NISOURCE,

Dylan Kelefft/NCS/Enterprise@NISQURCE, Frank Davis/BSG/Enterprise@NISOURCE, James
Blake/COH/Enterprise@NISOURCE, John Holzmuller/NCS/Enterprise@NISQURCE, Connor
MeGrath/CGV/Enterprise@NISOURCE

Date: 10/16/2020 11:42 AM

Subject Re: COH - Construction September 2020 BioA

As I understand it, we have entered an O&M account string on these PO’s when we placed the
order, After that the invoices are received from the vendor and flow through Ariba with this
account classification. It’s at the time of creating the PO that we’ve entered the “wrong”
classification.

We’re aware of this now and since we’ve agreed to change our philosophy about capitalizing
these items we should be able to address it on the front end.

Having said that, there is no guarantce that an invoice will never get classified 1o the wrong
account. We will still have to monitor and question anything that doesn’t look right.

Thanks. Let’s go with the plan that I proposed.
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Jim

Jim Cole

Construction Manager

Columbia Gas of Ohio

601 Manor Park Dr.

Columbus, OH 43228 .

On Oct 16, 2020, at 11:30 AM, Joshua Short <jshort@nisource.com> wrote:
Jim,

| have no issues with your proposal and working with accounting again. However, are you and
Amy sure everything is fine going forward? Because it is unclear to me, and ! just want to make
sure that we have corrected the underlying issue and that we are not reaching out to accounting to
reclass each month going forward. | know very little of how ARIBA werks and thought that if we do

not understand ihe real issue and how to correct it, that Chris would be able to help us.

Thank you,

Josh Short

NiSource Gas Distribution

240 W. Nationwide Blvd.

Columbus, Chio 43215

Office; 614-460-5469

Jim Cole--—-10/16/2020 10:34:39 AM---OK., Thanks — | didn't understand the invoice ID being the
same . . . Guys — We've gone around in

From: Jim Cole/NCS/Enterprise

To: Christopher Ludwig/NCS/Enterprise@NISOURCE,

Ce: Joshua ShoryNCS/Enterprise@NISOURCE, Amy White/NCS/Enterprise@NISOURCE, Dylan
Koleffl/NCS/Enterprise@NISOURCE, Frank Davis/BSG/Enterprise@NISOURCE, James
Blake/COH/Enterpriss@NISOURCE, John Holzmuller/NCS/Enterprise@NISOURCE, Connor
McGrathCGV/Enterprise@NISOURCE

Date: 10/16/2020 10:34 AM

Subiject: Re: COH - Caonstruction September 2020 BtoA

OK. Thanks -- | didn't understand the invoice ID being the same . . .

Guys -- We've gone around in circles with this now each month for the last three months. This is
the first time that we've talked about "clearing them out" and "resubmitting”. Would this require the
vendor, TDW, io actually resubmit into Ariba since that's the normal process flow?

What I'd like to propese is that we just let these invoices process and pay. If theyre in an Ariba
status that we can't access to correct, just let them pay.

Following that, Accounting can reclassify them to our capital $15 account after they're paid and
booked -- same as was done last month.

Is that possible and acceptable to everyone?
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Jim

Jim Cole

Manager, Construction
Columbia Gas of Ohio
601 Manor Park Drive
Columbus, OH 43228
Office: 614-851-7511
Cell: 614-348-5348

jcole@nisource.com

Christopher Ludwig---10/16/2020 09:49:59 AM---Thanks Josh. Additionally, once they invoices
are in paying status in Ariba, no changes can be made

From: Christopher Ludwig/NCS/Enterprise

To: Joshua ShorttNCSEnterprise@NISQURCE,

G Jim Cole/NCS/Enterprise@NISQURCE, Amy White/NCS/Enterprise@NISOURCE, Dylan
Koleff 1/NCS/Enterprise@NISOURCE, Frank Davis/BSG/Enterprise@NISOURCE, James
Blake/COH/Entemrise@NISOURCE, John Holzmuller/NCS/Enterprise@NISOURCE

DCate: 10/16/2020 0$:49 AM

Subject: Re: COH - Construction September 2020 BtoA

Thanks Josh. Additionally, once they invoices are in paying status in Ariba, no changes can be
made 1o them. They have to be resubmitted.

Chris Ludwig

NISaurce

Shared Services. AP. Sr Analyst

240 W. Nationwide Blvd Celumbus, OH 43215
Phone. 614.460.5509

Email. ChristopherLudwig@Nisource.com

Joshua Short---10/16/2020 09:47:08 AM—-Jim, The invcice numbers are the same as Invoice ID
that were provided in my screen shot of the tran

From: Joshua ShottNCS/Enterprise

To: Jim Cole/NCS/Enterprise@NISOURCE

Ce: Amy White/NCS/Enterprise@NISOURCE, Christopher Ludwig/NCS/Enterprise@NISOURCE, Dylan
Koleff1/NCS/Enterprise@NISOURCE, Frank Davis/BSG/Enterprise@NISOURCE, James
Blake/COH/Enterprise@NISOURCE, John Holtzmullet/NCS/Enterprise@NISCURCE

Date: 10/16/2020 09:47 AM

Subject: Re: COH - Construction September 2020 BtoA

Jim,

The invoice numbers are the same as Invoice I1D that were provided in my screen shot of the
transactions.
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Thank you,

Josh Short

NiSource Gas Distribution
240 W. Nationwide Bivd.
Columbus, Ohic 43215
Office: 614-480-5469

Jim Cole---10/16/2020 02:.45:01 AM---From: Jim Cole/NCS/Enterprise To: Christopher
Ludwig/NCS/Enterprise@NISOURCE,

From: Jim Cole/NCS/Enterprise

Ta: Christopher Ludwig/NCS/Enterprise@NISOURCE,

Ce: Joshua ShotttNCS/Enterprise@NISCURCE, Amy White/NCS/Enterprise@NISOURCE, Dylan
Koleff1/NCS/Enterprise@NISOURCE, James Blake/COH/Enterprise@NISOURCE, Frank
Davis/BSG/Enterprise@N]SOURCE, John Holtzmuller/NCS/Enterprise@NISQURCE

Date: 10/16/2020 09:45 AM

Subject: Re: COH - Construction September 2020 BtoA

Chris,

We need to reclassify the invoices. But we need the inveice number or some way to pull
it up in Ariba in order to do that.

Can you simply provide the invoice numbers and let us correct the account string so they
don’t have to be completely re-entercd? T assume you have that if you’re able to “close
them out”. Would be easier / quicker to just correct them.

Let us know.
Thanks.
Jim

Jim Cole

Construction Manager

Columbia Gas of Ohio

601 Manor Park Dr.

Coelumbus, OH 43228
On Oct 16, 2020, at :30 AM, Christopher Ludwig
<ChristopherLudwig@nisource.com> wrote:

Hi,

Since these aren't scheduled to pay until next week, | can close these out and
then you can just resubmit your invoices with the correct accounting.

Let me know if that works and then I'll go in and close them out today.
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Thanks,

Chris Ludwig

NiSousce

Shared Services. AP. Sr Analyst

240 W. Nationwide Blvd Columbus, OH 43215

Phone. 614.460.5509

Email. ChrstopherLudwig@Nisource.com

Joshua Short-—-10/16/2020 03:14:02 AM---Good morning Amy, Unfortunately |

only know how to lock up processed invoices using the search tool

From: Joshua Short/NCS/Enierprise

To: Amy White/NCS/Enterprise@NISQURCE, Christopher LudwigNCS/Enterprise@NISOURCE
Ce: Jim Cole/NCS/Enterprise@MNISOURCE, Dylan Koleff1/NCS/Enterprise@NISOQURCE, James
Blake/COH/Enterprise@NISCURCE

Bate: 10/16/2020 G9:14 AM

Subject: Re: COH - Construction September 2020 BtoA

Good morning Amy,

Unfortunately [ only know how to look up processed invoices using the search
tool to look up inveice 1D, However, Christepher is in AP and may be able to help
us get the 2 invoice |Ds below corrected in the system. If it fs to late to correct in
ARIBA please let me know and | can work with accounting to do another reclass,
but hopefully we have or can identify what the real issue is and correct it going

forward. It sounds like maybe you already have.

<0.B66.git>

Thank you,

Josh Short

NiSource Gas Distribution
240 W. Nationwide Blvd.
Columbus, Ohio 43215

Office: 614-460-5469

Amy White—10/16/2020 07.05:56 AM---These are the ones { entered and |
entered them under hand tools instead of 00915,  thought | had f

From: Amy White/NCS/Enterprise

To: Jim Cole/NCS/Enterprise@NISOURCE,

Cc: Dylan Koleff1/NCS/Enterprise@NISOURCE, Frank Davis/BSG/Enterprise@NISOURCE, James
Blake/COH/Enterprise@NISOURCE, John Holtzmuller/NCS/Enterprise@NISOURCE, Joshua
Short!NCS/Enterprise @NISOURCE

Date: 10/16/2020 07:05 AM

Subject: Re: COH - Construction September 2020 BtoA

These are the ones [ entered and [ enterad them under hand tools instead of
00915. | thought | had fixed most of these.
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If anyone can tell me how to fix them in Ariba, | would be more than happier to,
Sorry for the mistake, it won't happen again.

Amy White

Administrative Assistant, Construction Services
601 Manor Park Drive

Columbus, OH 43228

P: 614-851-7510

C: 614-595-1177

amywhite@nisource.com

Jimy Cole---10/15/2020 04:26:16 PM---What can you pravide that will take us to
the Ariba transaction so we can review, correct, and coach

From: Jim Cole/NCSIEnterprise

To: Frank Davis/BSG/Enterprise@NISQURCE,

Ce: Dylan Keleff1/NCS/Enterprise@NISCURCE, John Holzmuller/NCS/Enterprise@NISOURCE,
Joshua ShordNCS/Enterprise@NISOURCE, James Blake/COH/Enterprise@NISOURCE, Amy
White/NCS/Enterprise @NISCUIRCE

Date: 10/15/2020 04:26 PM

Subject: Re: COH - Construction September 2020 BtoA

What can you provide that will take us to the Ariba transaction so we can review,
correct, and coach whoever entered ii7?

Jim Cole
Construction Manager
Columbia Gas of Chio
601 Manor Park Dr,
Columbus, OH 43228

> 0On Oct 15, 2020, at 3:12 PM, Frank Davis <fdavis@nisource.com> wrote:
-

> | think these would also need to be capitalize. Jim could you verify and please
work to get these charged to comect bucket.

=

-

> Frank Davis

> VP Construction

> 290 W. Nationwide Blvd

> Columbus, Chio 43215

> 614-460-6818

>

=

=

> From: Joshua Shori/NCS/Enterprise

> To: Frank Davis/BSG/Enterprise@NISOURCE

> Ce: Dylan Koleff 1/NCS/Enterprise@NISOURCE, John
Holtzmuller/NCS/Enterprise@NISOURCE
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> Date; 10/15/2020 08:55 AM
> Subject: COH - Construction September 2020 BtoA
=
=
> Hello Frank,
=
> Please see helow for your updated monthly report and let me know if you have
any questions. Accounting was able to reclass ~$333K (all that we identified)
from Q&M to capital, however it looks like 2 additional fairly large TDW invoices
came ihrough as 100% O&M again in September. | was not able to pull invoices
but the transactional details are in the screen shot below and included in the file
on a yellow highlighied tab. We can discuss further in cut meeting this aftemoaon,
but [ think these are being processed incorrectly resulting in necessary reclasses.
| know Jim was working on getiing the process fixed last month and so maybe
these were able to sneak in before that but thought you may want 1o check with
him on these.
>
-

C . -
> Also, | have copied Dylan who will is transitioning inte my role as | prepare to
leave NiSource through the VSP offer. Would you be able to please add him to
our menthly meetings starting with our 3pm this afternoon?
>
=
>

> Thank you,

> Josh Short

> NiSource Gas Bistribution
> 240 W. Nationwide Blvd.
> Columbus, Ohic 43215

> Office: 6514-460-5468

=
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INVII0011508%-159953: INVII00119089-159953

B ®
7 | .
0
INVJI00119089-159953

Issued on Friday, September 25, 2020 EDT
Created on Friday, September 25, 2020 EDT by aribasystern on behalf of Amy White

Header Level Information Invoice Summary
ID : INVIIO0D 119089~
159953 Rase Amount $20,220.80 USD

Supplier Invaice # : R
J1001159089 Discount §0.00USBD

Invoice Date : Charges $0.00 USD

Wednesday, September Taxes $1,466.66 USD
23, 2020 EDT
Order : PO5780 Gross Arnount
Supplier Tax 1D ;

730788288

Payment Terms : Net 30

Sold Ta : NiSource

Accounts Payable

Furchasing Unit @ 00034

Remit To Address | TDW

(US) INC,

Invoice Submisslon

Method ; Online

Invoice Crigin @ Supplier

Invoice Source

Docurnant : Purchase

Order

MNCS/Columbia Gas or

MIPSCO Accounting

MNCS/Columbia Gas

$21,696.46 USD

Altemate Approver : .

Special Payment Addrass:

NCSICalumbia Gas or NIPSCO Accounting: NCS/Columhbia Gas
Payment Text:

Supplier:

TOW {US) NG,

43 HARBOR VIEW DR:(ACH)
NEW CASTLE, DE 19720
United States

Contact;

Ship Ta: Bill Ta:

Salem OH - Consfruction Servs NiSource Accounts Payable
12179 ¥ South Range Road PO Box 30130

Salem, OH 44460 College Station, TX 77842
Uniterd States United States

Deliver To:
Shaun Wade

Case No. 21-637-GA-AIR
Attachment MLT-19-5
Page 21 of 44

Page 1 of 2

HEADER ITEM DETAILS
No. Description Fart Number Unit Qty Heed-By Date Urit Price Ameunt

Maiched To

Tax NoValue $1,466.66 USD
Full Description: Tax

Commodity Coda:
Partitioned Commoedity Code:

hitps:/s1.ariba.com/Buyerfrender/1IPONDL32JG774

Sales/Lise tax

171472022




Case No. 21-637-GA-AIR
Attachment MLT-19-5

https://sl.ariba.com/Buyer/render/ IPONDL321G774

Page 22 of 44
INVIIO0119089-159953: INVIIC0119089-159953 Page 2 of 2

Final Deslinatlon Zip Code:

LINE ITEM DETAILS

No. Description Part Number Unit Qty MNeed-By Date Unit Price Amount Matched To
1 2" Shortcuit valves 09-0758-0000-C0  Each 2 NoValue $1,268.40 USD $2,536.80 USD Hemn 1

Full Diescrption: 2" Shorteutt valves

Cammadity Code: Gas/Pipeline Canstruction Svcs

Partitioned Commadity Code: Gas/Pipeline Conslruction Sves

Flnal Destination Zip Code:

|D: 44460

Name: 44450 - CH - Chio - Salem, Unincorporated, Washingtonville

Mo. Description Part Number Unit Qty HNeed-By Date Unft Price Amount Matched To
2 8" $hortcut Valve 08-0042-0000-00 Each 1 MNoValus $13,17540U80 $13,175.40 ISD ltem 2

Full Description: 8" Shorlcut Valve

Commodity Cods: Gas/Pipeline Construction Sves

Partitivned Commeodity Code: Gas/Pipaline Canstruction Sves

Flnal Destination Zip Code;

ID: 44460

Mame: 44480 - OH - Chio - Salem, Unincorporated, YWashingtanville

No. Description Part Number Unft Qfy Need-By Date Unit Price Amount Matched To
3 Air Driven T101 Tappging Tool  05-0125-0000-00 Each 1 Mavalue F4.517.60 IS0 $451760USD ftem 5

Full Deseription: Air Driven T101 Tapping Tool

Commedily Code: GasiPipeiine Construction Svcs

Partifioned Cammaodity Code: Gas/Pipeline Construstion Sves

Final Destination Zip Code:

1D 44460

Mame: 44460 - QH - Ohia - Salem, Unincorporated, Washingtonville
Changes

+ Invoice Order changed
+ Invoice Furchasing Unit changed from null to 00034
171472022




Case No. 21-637-GA-AIR
Attachment MLT-19-8
Page 23 of 44

Re: June journal ID PSACCBOT1 [3
Joshua Short i Jim Cole 09/18/2020 09:02 AM
Connor McGrath, James Blake, Frank Davis, Eric Messick, John
“ Holtzmuller, Mitcheli O’'Brien

Jim,
Please see the listing below of all the invoices needing re~classed as well as the pdfs of the TDW and

ULC invoices. PDFs of the the SENSIT charges were not in ARIBA and so the next best thing | could
provide is the excel sheet also attached with ail of the detailed transactions.

0252939 T 23,976.00 o ' 23,576.00
£290290-1 16,170.95 16,170.85
12902911 12,134.25 12,134.25
0290101-0 8,056.70 8,096.70
023025210 2,096.70 2,096.70
0290098-IN 2,041.01 2,041.01
DW (US}, INC. 151,38478  48,772.53  200,157.31
il 66,171,563 66,170.63
48,772.53  48,772.53
49,155.49 48,155.49
37,057.66 37,057.56
 elmsmaa | 61,952.34
61,957.34 §1,957.38

TDW Inv#Ji001 16177 pdf TOW_SENSIT_ULC_Reclass.xlsx

Thank you,

Josh Short

NiSource Gas Distribution
240 W, Nationwide Blvd.
Columbus, Ohio 43215
Office: 614-460-5469

JimCole " Wnis is geiting confusing again .. | would say t.. - - 09/18/2020 08:13:15 AM
From: Jim Cole/NCS/Enterprise
To: Joshua ShorNCS/Enterprise@NISOURCE,
Cc: Connar McGrath/CGV/Enterprise@NISOURCE, James Blake/COH/Enterprise@NISOURCE,

Frank Davis/BSG/Enterprise@NISOURCE, Eric Messick/NCS/Enterprise@NISOURCE, John
Hoitzmullar/NCS/Enterprise @NISCURCE, Mitchell O'Brien/NCS/Enterprise@NISOURCE
Date: 09/18/2020 08:13 AM




Case No. 21-637-GA-ATR
Attachment MLT-19-5
Page 24 of 44

Subject: Re: June journal ID PSACCBOTI

This is getting confusing again . . .
| would say the options are:

1) charge 100% to the account string containing "Business Unit (00034} Account {10700001) Activity
(00915) Cost Element (2017) Work Qrder (091534B34000315)"

OR

2) We could charge this to our Code Pattem.

| believe we should charge 100% to the account string (option 1 above) so it properly hits the 815
Budget as Jim Blake pointed out in our last round of emails.

Please forward the specific invoices that were charged to the wrong account so | can follow-up with our
team on proper coding for these items.

Jim

Jim Caole

Manager, Construction
Columbia Gas of Chic
601 Manor Park Drive

Columbus, OH 43228

Office; 614-851-7511
Celi: 614-348-5348
jcole@nisource.com

[ Joshua Short Good morning Connor, We have some Q&M cha...  09/18/2020 07:52:49 AM
From; Joshua ShortNCS/Enterprise
To: Connor McGrath/CGV/Enterprise@NISOURCE,
Co: James Blake/COH/Enterprise@NISOURCE, Jim Cole/NCS/Enterprise@NISOURCE, Frank

Davis/BSG/Enterprise@NISOURCE, Eric Messick/NCS/Enterprise@NISOURCE, John
Holtzmuller/NCS/Enterprise@NISOURCE, Mitchell O'Brien/NCS/Enterprise@NISCURCE
Date: 084182020 07:52 AM
Subject: Re: June journal 1D PSACCBOT1

Good morning Connor,

We have some O&M charges hitting Frank's budget by mistake and are trying to get those re-classed to
capital as well as correct the coding geoing forward and the team asked that you weigh. When you get a
chance will you please see the emails below and let us know if you are good with Mitchell's sclution

below?

[attachment "COH Construciion TDW_ULC_SENSIT transactions.xIsx" deleted by Jim
Cole/NCS/Enterprise]

Thank you,
Josh Short




NiSource Gas Distribution
240 W. Nationwide Blvd.
Columbus, Chio 43215
Office: §14-460-5468

Case No. 21-637-GA-AIR
Attachment MLT-19-5
Page 25 of 44

0870072020 10:53:07 AM

_ i Miichell O'Brien ‘Hey James/Connor, | received this info previously:
~ JamesBlake _Notto bough this down again, but | think we nee... 0970972020 10:40:15 AM
JimCole Sorry that we took such a long path to resolve thi... - 09/09/2020 10:20:20 AM
Mitchell O'Brien Hey all, 1 just talked to Jim on the phone. From... 09/06/2020 09:51:23 M

“Jim Cole From: Jim Cole/NCS/Enterprise To: Mitchell O'Br... ~ 09/09/2020 09:26:51 AM




Case No. 21-637-GA-AIR
Altachment MLT-19-S
Page 26 of 44
[NV0292989-IN-110670: INV0292989-IN-110670 Page 1 of 2

INVD292989-IN-110670

|ssued on Thursday, June 11, 2020 EDT .
Created on Thursday, June 11, 2020 EDT by aribasystern on hehalf of Amy Whits

Header Level Information Invelce Summary
I0: INYG292089-1IN-

110670 Base Amount $29,676.00 USD
Supplier Invoice # : .

0292989-IN Discount $0.00USD
Invoice Date ; Tussday, Charges §331.54 USD
June 9, 2020 EDT Taxes $C.00 USD
COrcer : POBZBY

Suppliar Tax 1D @ Gross Amount §30,007.654 USD
471986801

Payment Terms : Net 45
Sold To @ NiSource
Accounts Payablz
Purchasing Unik @ 30034
Remit To Address :
SENSIT TECHMCLOGIES
Envoice Submission
Method : Online

Envoice Origin & Supplisr
Invoice Source
Document @ Purchase
Crder

NCE/Columbia Gas or
MIFSZ0 Accaunting
NCS/Caolumbia Gas

Altermate Approver :

- Special Payment Address:
MECSColumbia Gas or NIPSCO Accounting: NCS/Columbia Gas
Payment Taxt:

Supplier:

SEMSIT TECHNCLCGIES
851 TRANSPORT DRHACH)
VALPARAISO, IN 46383
tnited States

Contact:

Ship Te: Blll To:

Columbues OH - Manar Parl MiSource Accounts Payabls
801 Manor Park Drive PO Box 30130

Columbus, OH 43228 Collegs Station, TX 77342
United States United States

Defiver To:

Ryan Aliff

Commoadity Code: Gas/Pipeline Construction Sves

Partitioned Cammadity Cede: Gas/PIpsling Consiruction Sves
Final Bestination Zip Code:

D) 43228

Name: 43228 - OH - Chio - Calumbus, New Rome, Unincorporaied

LINE ITEM DETAILS

No. Description Part Number Unit Qty Nesd-By Date Unlt Price Amount Matched
Te
1 ©11-00000-58 Each 12 Movalus ltem 1

https://sl.ariba.com/Buyer/render/S4SPZZ7TSG31 1/14/2022




Case No. 21-637-GA-AIR
Atlachment MLT-19-5

Page 27 of 44
INV(0292989-IN-110670: INV0292989-IN-110670 Page 2 of 2
Sensit G2-TC 4 gas $1,295.00 $23,976.00
{LEL, % Vol, CO, 02, usD Uso
H25)
Full Cesciiption: Sensit G2-TC 4 gas (LEL, % Vol, CO, 02, H25)
Madel #911-0000D-58
No. Description Part Number Unit Qty Need-By Date Unit Price Amaunt Matched
To

2 Smari-Cal 366 936-00000-01 Each 1 MoWalue $5,700.00 §5,700.00 Item 2
Deasktop UsD uso
Meadel #9236-00000-01

Full Deseription: Smart-Cal 360 Deskiop

Model #936-00000-04
Na. . Description Fart Number Unlt Oty Need-By Date UnitPrice  Amount  Matched

To
2 Shipping Each 1 NoValue §331.54 $331.54 Item 2,
Charges -line usp Uso Shipping
level

Full Description: Shipping Charges - line level

Changes
= rwaice Purchasing Unit changed from aull io 00034

https://s1.ariba.com/Buyer/rendet/S4SPZZTTRG3I 1/14/2022




Case No. 21-637-GA-AIR
Altachment MLT-19-5
Page 28 of 44
INV0290260-IN-111334; INV0290290-TN-11133 Page 1 of 2

. ®
1>0UIce
\ ;
INV0290220-IN-111334

|ssued on Friday, June 12, 2020 EDT
Created on Friday, June 12, 2020 EDT by aribasystern on bahalf of Amy While

Header Level Information Invoice Summary
ID : INVO290290-1N-

111334 Base Amount $15,984.00 USD
Supplier Invoice # : .

0290250-IN Discaunt §o.00usD
Invoice Date : Manday, Charges $186.85 USD
April 6, 2020 EDT Taxes $0.00 USD
Order : PO5629

Supplier Tax ID : Gross Amount $16,170.85 USD
471986801

Payment Terms : Net 45
Seld To @ NiSource
Accounts Fayable
Purchasing Unit : 00034
Remit To Address :
SENSIT TECHNOLOGIES
Invoice Submission
Method : Online

Invoice Qrigin & Supplier
Invoice Source
Document @ Purchase
Order

NC5/Columbia Gas or
MIPSCO Accounting ¢
MCS/Columbia Gas

Alternate Approver :

Speclal Payment Address;

MWCSColumbia Gas or NIPSCO Accounting: NCS/Columbia Gas
Payment Text:

Supplier:

SENSIT TECHNOLOGIES
851 TRANSFORT DR:(ACH)
VALPARA|SQ, IN 46383

Uniied States

Contact:

Ship Te: Bill Te:

Elyria OH - Const Serv MiSource Accounts Payable
120 Keep Court 0 Box 30130

Elyria, OH 44038 College Station, TX 77842
United States United States

Dellver To:

Dave Braitoli

Comrnodity Cods: GasPipeling Gonstruction Sves

Partitioned Commaodity Code: GasfFipaline Construction Sves

Final Destination Zip Code:

1D: 44035

Mame: 44035 - OH - Ohio - Elyria, Morth Ridgeville, Sheffield, Shefizld Vilage, Unincorporated

LINE ITEM DETAILS

No. Description Part Number unit Gty Need-By Date Unit Price Amount Matched
To

https:/s1.ariba.com/Buyet/render/2B93DEE3YX V9 1/14/2022




INV0290290-IN-111334: INV0290290-IN-111334

1 Sansit G2-TC 4 gas 911-00000-58 Each 8 NoValue
{LEL, % Voi, CO, 02,
H28)

Full Description: Sensit G2-TC 4 gas (LEL, % Ve, £0, 02, H35)

$1.958.00 $15,864.00
Uso (9 530n]

Cage No, 21-637-GA-ALR
Attachment MLT-19-5
Page 29 of 44

Page 2 of 2

Item 1

Ma. Descripion Part Number Unit Oty Need-By Date UnitPrice  Amount  Matched
To

1 Shipping Each 1 NoValue $186.85 $186.85  ltem 1,
Charges - line usD UsD Shipping
level

Full Description: Shipping Charges - ine level

Changes
+ |nvoice Purchasing Unit changed from null to 60034
https://sl.ariba.com/Buyer/rendet/2BS3DEE3 Y X V9 1/14/2022




INV0290291-IN-111337: INV029029]-IN-111337

INV0290291-IN-111337

|ssired en Friday, June 12, 2020 EDT
Craated on Friday, June 12, 2020 EDT by aribasystem on behalf of Amy White

Heasdear Level Information Inveoice Summary
1D INVO0230291-IN-

111337 Base Amount $11,888.00 USD
Supplier Invoice # : .

0290291-IN Discount $0.00 USD
Invoice Date : Manday, Charges $148.25 USD
April &, 2020 ERT Taxes $0.0¢ UsD
Order : FO5G28

Suppller Tax ID : Gross Amount $12,134.25 UsSD
471986301

Payment Terms : Net 45
Sold To @ NiSource
Accounts Payable
Purchasing Unik @ 00034
Remit To Address ;
SENSIT TECHNCLOGIES
Involce Submission
Methed @ Gnlina

Invoice Origin : Supplier
Invgice Source
Cocurnent : Purchase
Order

NCS/Calumbia Gas or
MIFSCO Accounting
NCS/Columbia Gas

Alternate Approver :

Special Payment Addrass:

MCSCaolumbia Gas or NIPSCO Accourding: MCS/Columbla Gas
Fayment Taxt:

Supplier:

SEMSIT TECHNOLOGIES
851 TRANSPORT DRI{ACH}
WALPARAISO, [ 46383
United States

Contact:

Ship Te: BIll To:

Foledo GH-Op Cir Manhattan Bl MiSource Accounts Payable
2801 E Manhattan Blvd PO Bax 30130

Taledo, OH 43611 Coflage Station, TX 77842
United States United States

Dellver To:

Mike Dunlap

Commedity Code: Gas/Pipeline Construction Svcs
Partitioned Commodity Code; Gas/Pipsline Constructlon Sves
Flnal Destination Zip Cods:

1D 43611

Marne: 43511 - OH - Chio - Toledo, Unincorporated

Case No. 21-637-GA-AIR
Attachment MLT-19-5
Page 30 of 44

Page 1 of2

LINE ITEM DETAILS
No. Description Part Numbar Unit Qty Need-By Date Unit Price

Amount

Matched
To

hitps://s1.ariba.com/Buyer/rendet/ZDDHI HOMX QMN

1/14/2022




INV0250291-IN-111337: INV0290291-IN-11133

1 Sensit G2-TC 4 gas 911-00000-58 Each 8 NoYalug
[LEL, % VoI, GO, 02,
H28})

Full Description: Sensit G2-TC 4 gas (LEL, % Vol, CO, 02, H2S)

$1,998.00
usD

$11,988.00
usp

Cage No. 21-637-GA-AIR
Allachment MLT-19-5
Page 31 of 44

Page 2 of 2

ltem 1

No. Description Part Number Unit Qty Meed-By Date UnltPrice  Amount  Matched
To

1 Shipping Each 1 NoValue $146.25 $14625  ftem 1,
Charges - line uso UsD Shipping
level

Full Description: Shipping Charges - line level

Changes
+ Inveoice Purchasing Unit changed from nul! io 00034
hitps://sl.ariba.com/Buyer/render/ZDDH91 0MXQMN 1/14/2022




Case No. 21-637-GA-AIR
Attachment MLT-19-5
Page 32 of 44
INV0O290101-IN-1T1331; INV0OZ90101-IN-111331 Page 1 of 2

INV0290101-IN-111331

Issued on Friday, June 12, 2020 EDT
Created on Friday, June 12, 2020 EDT by aribasystem on behalf of Amy Whita

Header Level Information Invoice Summary
ID @ INVDZ2S0101-IN-

111331 Base Amourt $7.592.00 USD
Supplier Involoe # @ )

0200101-1N Discount $0.00 USD
Invoice Date : Thursday, Charges $104.70 USD
Apetl 2, 2020 EDT Taxes $0.00 USD
Order @ POS5SE3

Supplier Tax 1D ; Gross Amolint $8,096.70 USD
471986801

Bayment Terms @ Net 45
Sold To ¢ NiSource
Accounts Payable
Purchasing Lnit ; 00034
Remlt To Address !
SENSIT TRCHNOLOGIES
Invoice Submisslon
Mathod @ Online

Inveice Origin © Suppller
Inveice Source
Pocument @ Purchase
Order

MCS/Calumbia Gas or
NIPSCO Accounting @
MCS5/Calumbia Gas

Alternate Approver

Snecial Payment Address:

MNCSIColumbia Gas or MIPSCO Accounting: NCS/Columbia Gas
Payment Text:

Supplier:

SENSIT TEGHNOLOGIES
851 TRANSPORT OR:(ACH)
YALPARAISO, [N 46383
Unlted States

Contact;

Ship To: Bili To:

Springfigld OH-Op Ctr KiSourze Accounts Payable
2101 West Main Street PO Box 30430

Springfield, OH 45504 College Station, TX 77842
United States Unlted States

Deliver To:

Pste Beko

Commeodity Code: Gas/Pipeline Caonstructlon Sves

Partiiioned Commodity Code: GasiPipeline Construction Svos

Final Dastinatlon ZIp Code:

10 46504

MWame: 45504 - OH - Ohle - Lawrencavilie, Springfieid, Unincorporated

LINE ITEM DETAILS

No. Description Part Mdumhber Unit Gty Weed-By Date Unit Price Amount Matched
Ta

https://s1.ariba.com/Buyer/render/RTOLEGAKCXBS 1/14/2022




Case No, 21-637-CA-AIR
Attachment MELT-19-5

Page 33 of 44
INV0290101-IN-111331; INV0290i01-IN-111331 Page 2 of 2
1 Senslt G2-TC 4 gas Mot Available Each 4 Novalue $1,958.00 $7,992.00 ltem i
[LEL, % Vol, CO, 02, uso ush
Hz2S)
Full Description: Sensl G2-TC 4 gas (LEL, % val, C0Q, 02, H25)
Mode| #911-00000-58
No. Description Part Number Unit Qty Mesd-By Date Unit Price  Amount  Mafched
To
1 Shipping Each 1 NaValue §104.70 $104.70 Item 1,
Charges - ling uso Uso Shipping
lovel
Full Description: Shipping Charges - line level
Changes
+ Invoice Purchasing Unlt changed from null to 00034
https://s1.ariba.com/Buyer/renderyfRTOLE6AKCXI3S 1/14/2022




INV0290292-1N-111340: INV0290292-IN-111340

P

ISouUurce

INV0290292-IN-111340

Issued an Friday, June 12, 2020 EDT
Creaied on Friday, Juna 12, 2020 EDT by aribasystem on behalf of Ay YWhite

Header Lavel Informatlen Invoice Summary
ID ¢ INVDZ90252-IN-

111340 Base Armount $7,892.00 USD
SR IOE # on 300 U50
Invoice Date : Monday, Charges $104.70 USD
April 6, 2020 EOT Taxes $0.00 LSD
Order : PO5&27

Supplier Tax 1D ; Gross Amount $8,096,70 USD
471986801

Payment Terms : Net 45
Sold To : NiSource
Accounts Payable
Purchasing Unit : 00034
Remit To Address :
SENSIT TECHNOQLOGIES
Invoice Submission
Method : Online

Invoice Origin : Supplier
Invoice Source
Document : Purchase
Order

NCS/Columbia Gas or
NIPSCO Accounting |
NCS/Columbia Gas

Allernate Approver !

Special Payment Address:

NCSIColumbia Gas or NIPSCO Accounting: NCS/Columbia Gas
Payment Text:

Supplier:

SENSIT TECHNOLOGIES
881 TRANSPORT DRACH)
VALPARAISO, IN 45383
United States

Contact

Ship To: Bill To:

Mansfleld GH-Hearlland Op Ctr NiSource Accounts Payable
1021 North Main Sireet PO Box 30130

Mansfield, CH 44903 Caollege Station, TX 77842
United States United States

Deliver To:

Mark Wright

Commodity Code: Gas/Pipeline Canstrustion Sves

Partitioned Commodity Code: Gas/Pipeline Construstion Sves
Final Destination 21p Codsa:

|0: 44803

Mame: 44903 - OH - Ohie - Mansfield, Ontario, Unincorporated

Case No. 21-637-GA-AIR
Attachment MLT-19-5

LINE ITEM DETAILS
Ne. Description Part Number Unit Qty Need-By Date Unit Price Amount

Matched
Ta

htips://sl.ariba.com/Buyer/render/13Y 3IHWG6CAVU

Page 34 of 44
Page | of 2

1/14/2022




INVO290292-IN-111340: INV(290292-IN-111340

1 Senslt G2-TC 4 gas 11-00000-58 Each 4 NoValue
ILEL, % Yol, CC, 02,
H28}

Full Description: Sensit G2-TC 4 gas {LEL, % Vol, CO, 02, H3F)

$1,898.00 37.992.00
usn usD

Case No. 21-637-GA-ATR
Attachment MLT-19-5
Page 35 of 44

Page 2 of 2

item 1

No. Description Part Number Unit Qty Need-By Date Unit Price  Amcunt  Matched
. To

1 Shipping Each 1 NoValue $104.70 $104.70  ltem 1,
Charges - ling usD usDh Shipping
level

Full Descrigtion: Shipping Charges - line level

Changes
+ Invoics Purchasing Unit changed from null to 00034
https://s1.ariba.com/Buyer/render/13Y3IHWG6CAVU 1/14/2022




INV(290098-IN-111122: INV0290098-IN-111122

kw'ﬂ

I>OLIrce

INV(0290098-IN-111122

Issued on Thursday, June 11, 2020 EOT
Created on Thursday, June 11, 2020 EDT by aribasystem on bshalf of Amy Whife

Header Level Informatian

Invoice Summary
ID @ INVY0290098-IN~

111132 Base Amotnt $1,992.00 USD
Supplier Invoice # @

0290098-IN Discount $0.00 USD
Invoice Date @ Thursday, Gharges §43.01 UsD
April 2, 2020 ERT Taxes $0.00 USD
Order : PG5542

Supplier Tax 10 ; Gross Amount $2,041.01 USD
4719586801

Payment Terms @ Met 45
Sold To : NiSource
Accounts Payable
Purchasing Linit : 00034
Remit To Address @
SEMNSIT TECHNOLOGIES
Invoice Subrnission
Mathod : Cnline
Invaice Origin :
Invoice Source
Document : Purchasa
Order

NCS/Columbia Gas or
NIPSCO Accounking :
NC5/Columbia Gas

Supplier

Alternate Approver ;

Special Payment Address:

NCS/Columbia Gas or NIPSCO Accounting: NCSfColumbia Gas
Payment Text:

Supplier:

SENSIT TECHNOLOGIES
851 TRANSPORT DR:(ACH)
VALPARAISO, IN 46383

United States

Contact:

Ship To: Blll To:

Chllllcothe OH-ThreeRiverOpCir MiSource Accounts Payable
843 Piatt StreetPQ Box 540 PO Box 30130

Chillicothe, OH 45801
Unlied States

Deliver To:
Scott Cline

College Station, TX 77842
United States

Commiadity Code; Gas/Pipeline Construction Svos
Partitioned Commadity Code: GasiPlpeline Construclion Svas
FInal Destinatian Zlp Code:

1D; 45601

MNarmne: 45601 - OH - Chig - Chillleothe, Unincorporsted

Case Na. 21-637-CA-AIR
Attachment MIT-19-5

LINE ITEM DETAILS

No. Description Part Number Unlt Qty Meed-By Date Unit Price Amount

https:#/s1.ariba.com/Buyer/render/1LQGOZ70T2KE8

Page 36 of 44
Page 1 of 2
Matched
To
171472022




INV(290098-IN-111122: INV0290098-IN-111122

1 Sensit G2-TC 4 gas Wot Availahle Each 1 MoValue
[LEL, % Vel, CO, 02,
H2S)...

Full Description: Sensit G2-TC 4 gas (LEL, % Vol, CO, 02, H2S)
Model #311-00000-58

$1,9886.00 $1,998.00
ush Uso

Case No. 21-637-GA-AIR

Attachment MLT-19-5

Page 37 of 44
Page 2 of 2

fern 1

MNo. Description Part Mumber Unit Gty Meed-By Date UnitPrice Amount NMatched
To
1 Shlpping Each 1 Movalye $43.01 $43.04 ltem 1,
Charges - line usD usD Shipping
level
Full Description: Shipping Charges - line leveal
Changes
= Invoice Order changsd
+ Inyoice Purchasing Lnit changed from null to 00034
1/14/2022

hitps://s1.ariba.com/Buyer/render/ ILQGOZT0T 2K S8
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Case No. 21-637-CA-AIR
Attachment MILT-19-5

Page 44 of 44
ULC ROBOTICS INC., I nvoice
88 Ackay Drive | Date Invoice # :
Hauppauge, NY 11788 {
4/30/2020 12477 ;
Bill To Ship To
NiSource Accounts Payable Elyria OH - Const Serv '
PO Box 30130 120 Keep Court i
College Station, TX 77842 Elyria, OH 44035
United States United States
P.C Number Terms Location General Description of Work
POB6288 Net 30 ULC Robotics Camera Sales
Date Description Quantity | Unit Price Amount
PRX250 Gas inspection System
PRX250 - Base System 1 58.950.00| 58,950.00
| PRX250 Siandard Launch Tube Case_ 1 ] 105000 1,050.00
PRX2350 Motor Drive Case 1 $50.00 850.00 .
PRX250 Reel Case 1 950.00 050.00
Shipping 1 157.34 157.34
i
|
Remit To: Sales Tax {0.0%) $0.00
ULC Robotics Ine Ph: 631-667-9200 :
88 Arkay Drive '
61,957.34 '
Hauppauge, NY 11788 Fax: 631-491-0128 Total 361, :



Elyria Asset Piclures
Devin.Mackey@puco.chio.gov,
Melissa L Thampson  to: Jason.Mumma@puco.ohio.gov,

Jonathan.Borer@puco.ohio.gov,
Ge: Benjamin Freiman, Nicole Shultz

Bee: Melissa L Thompson

Good evening,

Case No. 21-637-CA-AIR
Attachment MILT-20-5
Page1of 43

02/08/2022 11:25 PM

As a follow up to the Field Audit at the Elyria Construction Mod located at 120 Keep Court, please see
pictures of the 8 ShonCutt 500 Valve Assembly, 2-inch and the T-101k Tapping Machine.

Best,
Melissa

Melissa L. Thompson
-Director of Regulatory Policy
Columbia Gas of Ohio, Inc.
200 W. Nationwide Blvd.
Columbus, Ohic 43215
Office: (614) 460-5542
Mobile: {614) 315-3391
Facsimile: (614} 460-8440
mithcmpson@nisource.com




Case Mo. 21-637-GA-ATR
Attachment MET-20-5
Pape 2 of 43

Tuesday « Feb 1, 2022 - 8:32 AM  Adjust




Cage No. 21-637-GA-AIR
Altachment MLT-20-5
Page 3 of 43




Case No. 21-637-GA-ATR

Attachment MLT-20-5
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Case No. 21-637-CA-AIR
Attachment MLT-20-5
Page 5 of 43




Case No. 21-637-GA-ATR

Attachment MLT-20-5

Page 6 of 43
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Case No. 21-637-GA-AIR
Attachment ML1-20-5
Page 7 of 43




Chillicothe Pelican Devices
Devin.Mackey@puce.ohio.gov,
Melissa L Thompsoh to: Jason.Mumma@puco.ohio.gov,

Jonathan.Borer@pucoe.chio.gov,
Ce:  Benjamin Freiman, Nicole Shuliz

Bee: Melissa L Thompson

Good evening,

Case No. 21-637-GA-AR
Attachment MLT-20-5
Page 8 of 43

02/08/2022 11:25 PM

Attached please find pictures of the 4 1500 Pelican Data Loggers that were in the field when we visited

the 843 Piait Avenue in Chillicothe, Ohio.

Best,
Melissa

Melissa L. Thompson
Director of Regulatory Policy
Columbia Gas of Ohio, Inc.
290 W. Nationwide Bhvd.
Columbus, Ohio 43215
Office; (614) 460-5542
Mobile: {614) 315-3391
Facsimile: (614) 4560-8440
mithompson@nisource.com
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Toledo Assets - Socket Fusion Kits
Devin.Mackey@puco.ohio.gov,
Melissa L Thompson  to: Jason.Mumma@ puco.ohio.gov, 02/14/2022 03:58 PM

Jonathan.Borer@puco.chio.gov,
Cc.  bfreiman, Nicele Shuliz

Bee: Melissa L Thampson

Good afternoon,
Attached below please find pictures of the four socket fusion kits from the Morain Sales Invoice that were
shipped to the Manhattan Boulevard office in Toledo, Chio.

Best,
Melissa

Melissa L, Thompson
Director of Regulatory Policy
Columbia Gas of Ohio, Inc.
290 W. Nationwide Blvd.
Columbus, Chic 43215
Office: (614) 460-5542
Mobile: (614) 315-338€1
Facsimile; (614) 460-8440

mlthompson@niscurce.com
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This foregoing document was electronically filed with the Public Utilities
Commission of Ohio Docketing Information System on

5/13/2022 5:09:22 PM

in

Case No(s). 21-0637-GA-AIR, 21-0638-GA-ALT, 21-0639-GA-UNC, 21-0640-GA-
AAM

Summary: Testimony Prepared Supplemental Direct Testimony of Melissa L.
Thompson on behalf of Columbia Gas of Ohio, Inc. (Part 3) electronically filed by
Ms. Melissa L. Thompson on behalf of Columbia Gas of Ohio, Inc.
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